ATTENTION TO THE GENERAL MEETING
OF SHAREHOLDERS

OF

“MONBAT” AD

ACTIVITY REPORT
OF THE AUDIT COMMITTEE
for 2020

Dear shareholders,

The audit committee of Monbat AD in its current structure - Aneliya Angelova-Tumbeva — Chair of
the audit committee, Yordan Karabinov and Georgi Trenchev — members, has been reelected with a
decision of the General Meeting of Shareholders (GMS) of the company dated September 18, 2020 with a
mandate of | year as of the date of its reclection.

In this unchanged structure, the audit committee has fulfilled its functions since the date of its
reelection until the date of this report.

The rights and obligations of the audit committee have been listed in detail in article 108 of the
Independent Financial Audit Act. All ot them are underlying in the approved status of the audit
committee. Some of the most essential rizhts and obligations of the audit committee are: To observe the
process of financial reporting in the company; the efficiency ol the internal control systems, and the
efficiency of the risk management systems. Furthermore, the audit committee shall observe the mandatory
financial audit of the annwal financial sta:zments of the company, including by performing an audit and
observation of the dependency of the registered auditor in compliance with the requirements of [FAA and
Regulation (EU) No. 537/2014. Last, but not least, the task of the audit committee shall be to inform the
management and the supervisory authority for the results from the mandatory financial audit and shali
clarify the manrer in which the mandatory audit has contributed io the reliability of financial reporting of
the company.

In conjunction thereto, the activity of the audit committee in 2020 may be summarized as follows:
1. Observation of the financial reporting processes

The co rpany shall draft its financial statements (individual and consolidated fnancial statement) on the
basis of the International Finuocial Reporting Standards (IFRS), adepted by the lnuropean Unicn (EU). In
conjunction thereto, the company has a detailed and adequate accounting policy/. This accounting policy
does not have any change compared (o the nrevious year, when IFRS 16 Lease has been applied for the
first time. As regards to the other new standards. amendments, and clarifications, effective since 2020,
these do not have a meaningfui impact over the financiai statement of the company for 2020.

The accounting services ot fhe company and in 2020, respectively the drafting of its financial
staterncnts (interi.w and annual) has continved 1o be performed by the accounting company Belnikolov &
Partners OOD. The interral accountanis of the company are committed-to the current financial reporting
of the business operations, and in order to scare the arpanization and corrrolling in drafting monthly,
guarterty. and annua! (individual and co wsotideted) finaneia! statements, the responsitle officials are of
the central financial department of the cempeny under the direct supervision of the financial director and



the Group Financial Director. For the purposes of the internal and external reporting, the company has
certain terms for drafting and sending the respective reports for approvel to the management and the audit
committee, prior to their publication.

In 2020, the audit committee has continued the trend for familiarizing with the minimum content and
structure of the intermediate quarterly and annual (individual and consolidated) financial statements,
disclosed to the public. For the results from this current awareness and overview, minutes of the meetings
of the audit committee have been drafted.

During the past dynamic and extraordinary 2020, the company has drafted and published within the
legally estaolished term (and extended due 1o the extraordinary situation as regards to the declared global
Covid-19 pandemic) its annual individua! [inancial statement for 2019, as well as the respective interim
quarterly isdividuzl and consolidated Trnoncial statements, and thus the requirernent for their disclosure
before the rezulators and the public has oeer met. As regerds to the annual consolidated financial
statement of the company, certain delay “as been experienced regarding the conclusion of the statutory
audit, and respectively regarding its disclosure, but in consideration to the extraordinary circumstances for
the company, related not just to the global health and economic crises. but also the actions taken by the
state proscention in the month of Mav 2070 toward senior officials and main shareholders in the
comnany. the notable fact is tha' the companys tmancial department managed to adequately meet all

challenges that have been posed to it, due to all of these events ot force majeure.

Regarding the statutory financial audit of the individual stztement of the company for 2021,
concluded until the date of this Taancial stetement the conclusion covld be made that to the extent that
we are recognized with the 2vpressed qualilied opinion of the new auditor — the audit company Grant
Thormton QOD, no major flaws or irregularities in the financial reporting process have been found, which
could have ar effect o the reliable presentoon of the financial stetus of the company. including taking
into consideration the ef®zeis of the expressed qualified epinion of the orevious euditor Ernst & Young
Audit QO for the previous vear 2000 Noreover, a5 @ linding rem the 2udit process, related to the
concluded indiviaual audit for Z020, we have not been inlormed by ie audit company for any cases of
established and/or suspected fraua and/or iilezat actions, including wop management and which result in
material deviations in the individual {inancial stawiment of the company for Z020.

2. Observation ol the etliciency of the internal control system and the risk management
system regarding Nnancial reportiog

The Managing Beuard (Manngemen) of the company shall be responsible for determining and
management of the risks in the company. The moagement is the body responsible for the identification,
assessment and undertaking corrective cctions to eliminate and/or diminish the respective risk, and also
for follow-up monitoring on the implementation and the deliverables from the actions undertaken. The
risk menagement policy shall he sabject (o - opment analvsis and control regarding compliance with the
established inits or taking rishs During the post peried. the commiitee has maintained operational
commutticadion witn the fimanca manegement of he company on these matters,

Regarding the mandatory audit of he individual financial statement of the corapany, which has
covicluded as ol the date of this report. the auditor aas presented o the audit committee its report for any
discovered weaknesses in the accounung and/or recommendations, together with the comments of the
management thereunder, To the extent tial more of the established faults ere immaterial, as per the
assessment ol the manacenient, saey shadl ag ineluded o the wble for the noreadjusted errors as of
ST02.2026G0 A queliied adil opinion has beers expressed for the most material finding of the auditor, due
to the thct that the company has not drafted 4 1est for impairment of the investment in the subsidiary
Monbat Irnmobilien GmblH, with balance value 76,562 thousand BON, receiveables, and loans in t, equal




7749 thousand BON as of 5117220200 Tnas nature, this qualilication repeats the qualified opinion on
th1s matter, expressed also by the previous audito

The main risks related o finanela umenie of the company for 2020 are disclosed in the audited
annual financial statement of tie companv. adding a disclosure to them regarding the effect of the
COVID-19 pandemic over the financial position and performance of the company for the reporting
period.

Che meragement oF Tnancia! risk o rclated o the management of the copital of the company. The
main chjectives of the managenint of the coplial of the company are (o ensure its ability to continue
existing as a gouw concern and an - adequate profitability for the shareholders, by determining the price of
products and serviges i cormplianee with the b evel

Cxlernal capital requicenats are fev.ed 1o the company. outside of the one referring to the capital of
pubils niited compameu under the Comunercial aw, and which are related to the utilized bank financing
and the issued vond loan. The company iz tracking its private equity through the financial result for the
1 period and the ratio ol net debt o privale equity.

3. Obhsery ﬂu' ol the statutory Gouanciad audi, including paformance of the statutory
fiuancial audll

i prigace vith the regquivaens ol the mdependent Finacial At Act, the company Is subject
to mandatory financia audit.

T relat on (o this, g0 o GMS dutea C0 12,2020, under a proposal of the audit committee and a
comiplewca selection process. a new auditor has been selected — the audit \,umpqlx) Grant Thornton OOD,
which would periorm un jndependent mandat wiascla audit o the anncal Doancial statements of the
COMi the year 2020, dor the audit company. this represents a fiest uumlm uninterrupted work for
statutory audit of the company. The selection of the auditor is in compliance with article 48, para 3 of
TFAN and it rermy chall Be | vdarn.

According to article 48 pwa 1 oandd para - IFAN Tor gan nine the oblisation for an andit, the
commany and Grant Fhomon QOD Fave ot require documents for the audit liability for the
finarcial vear 2020, the audit committec ic fomil i with their oblination. but has not participated in their
preliminary coordination

The sudit commiitee has nerformed = review of the independence of the registered auditor at the time
of initial takeover of the commitmant. 10 compliance with the requirements of IFAA and Regulation (EU)
5372014, To this end, Grant Thornton OOD has declared. with an explicit declaration. at the time of
starting ol the provess of the snaca! wadd, s independence from e company in compliance with the
requireticnts of Uligper Bix o Seven ol 1AL 8s well as with .n'tl'-iL 6 of Regulation (EiJ) No.
5372014

ne independence of the audior has alse hecn observed throughout the individual statement of the
compaiiy, and also peconbitmed as ol e due of issuance of the audit teport regarding the individual
statcuicnl = 31.05.2021. Forthermore, the audit veport of the inde pn ndent auditor for 2020 contains an
additional disclosurs, as per articte 10 ot sulicoom (L 3372000 in conjuncetion with article 60 of

IFAA. I's independence i ulso included ns f this additional r porting

Pouring the past 2020, ihe auait cotnpany hias not provides e the cornpany any services outside of
the scope ol the audit, alter ssswning the audit cormmitment, for which services preliminary approval has
to be requas yy the audit comirites under artele &1, paea 3 ol ITTA A The audit committez has found




that the registered auditor has not provided addinonal seovices outside of the scope of the concluded
agreement for audit for the Hoancal vear 20200 010 view of whicn the requirements for independence of
the auditor under ariele od of TEAN and aricle 5 of Regulation (EU) 557/2014 have been met. This is
also confinmed expresshy b the swtement s forth in aracle 10 of Reguletion (BU) 537/2014, which is
[ the audit reporr,

suditor epinion of Cran. Thornton COD vn the individual financial statement of the company is
qualified in conjunction with the wnpossibilin oo the anditor to receive sufficient and relevant auditor
evidence e - e assessmel of the tnvestment it subsidiary Monbzat Immobilien
GmlH b ivables Trom it according 1o the requirements of IFRS.

Al

The audit report snall also melude paragraph “Key auditor questions™, wherein, according to the
International Audit Standards. the matiers with the highest importance during the audit shall be detailed,
on the basis of the professicnal assessment ol the auditor. T this particular case. the auditor has
determined as adainoenal compumiear o, other than the matiers retaied 1o tne expressed qualification and
the tonowing maliers. Monbal A0 @/ iles. disclosure aiel assessimenl of e recoverabity of loans and
receivables, wsowell as the eticer o e CoviDeiY panceriic on the individual financial statement of
Monbat oD Fhe dast gquesion is related w e public statermen. of ESMA regarding “Priorities for
disclasure 1 the annual loeoacial staomonts Lo 20207 as well as s earlier statement regarding
“Accounting fmpact e COVID-1Y pandenic on caleulating the expected credit losses in cornpliance
with LRy 97,

Furthermore, in the audil onoracranh SEombasis of matter” hes alse been added, in
con nneticn with matericl ¢ 5. which | aocnrred atier the ond of the reporting neriod and duly

Furtherors, in ls weport e audites Lies espressed ils opinion o ancther information, which the
preseiia, weether with it ndividuual financial siatement — operationai report, statement of
corpurate management, in conniienee vith Ue reguiements of article 37, para 6 of the Accounting Act,
and article 1090 pare 10 of POSAC D conjunction v artcle 1000, para % items 3 and 4 of POSA, and
the new repoiting for 20200 namely - ¢ Cdor Tt of the polics for rerrunerstions in
comupliznee with the requirements s aricle L T8e mara 1 of POSA and Ordinance No. 48 of FSC.

“urthermore, the auditor bus made staieinents sel fortly in artele (000, para 4, item 3, letter “b” of
POSA as regards to the aftiliates and o statement set Torth in article 1000, para 4, item 4, item “c” of
POSA for the essential fransactions and f

AT the conclusion of the individial auin ot | Bet AT e 2000, Grant Thornton OOD has presented
to the audit comnuitee an addiconar reporl, a5 sel torth in acticle 60 ol 'FAAL This report systematizes
ftormation cegarding e seope and commumcation beiween the audit commitiee and the audit company
in conjurction with the conelisive stave of the andit of the comnuany; neriormance of the audit plan and
the thrne doesactar the relevancy threshowd, the wsed methodology and the significant risks; the auditor
solivare: the material lindings rore the audit, along with e conelusions regarding the used accounting
methods far assessment and e coticern preinoaples the Rey auditor matiers, and other material risks

' ¢ ol recomamendarions. relaed to internal
. cints, 05 well as a summary of
the cudif difiere 3 the i P cation, eles Dae responstbelides o0 the suditor for the audit of the
individuai finaccial statement of the company have been respectively described and its dependency has
beer reconfiemed 25 a particalodly Tmportant prerequisite o validation S the audit commitment
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he presented auditor program and time schedule for performance of the individual audit for 2020
have beert fully complied with, In compurizon with the initially planned ones,

As of the date of Its appoinunent 1 20200 unul the date of ssuance of the audit report on the
individual tinancial statement of Mounbat al), the seiected auditor maintains good and timely
cormmunication with the audit commitiee on the unportant matters, related to the performance of the
audit the planned auditor procedures and other corrent matlers, Additionally, during the reporting period,
1

remote meetings with the audic team have also been conducte

In 2020 and uatil e date o tus teporl. ¢ auail commitee has not received signals about
rectlart ies, trad or othier such actons, el eon e the activity of the companiy and aceruing the interests
l :

of ity shatehalders. Ne repors far omisqans a ol irremularities have beer received. in the fulfillment of the
chlipations of the selected vxiemal aud ' to the compan;

Lintit April 39, 26200 according W atici 2 para 3 ol IFAN, the dudit company - Grant Thornton
QOD shal publisi as wansperoney report for 2020, wherzin Monbat AD shall be indicated as audited
company of public interest for 2020

On 2202.2027, the resulis have been published on the webs e o CPSRA (the Comtnission) of the
inspection performed tor cuaranteeine the ounlity of the protessional activity of the audit company Grant
Thornton OO — veg. Noo 007 of the seowster soc forth in article 20 of the Independent Financial Audit
Act. and the audit practice has been given (he arde A” — the professional activity of the audit company
shall be 1 comnaliance with the maer b aepect ol the requirements ol the audit standards and with the
regilatory reduicments, and oo peecssity oeenrs [rom direct inprovements of the auditor practice.

is information s e addiional posrantes Tor rehacle reparting ol the financial condition of the
conpaiy. \ 15 Inspeciet anw certitixl Cesteeimes professional certified audiwr. The existence of

s ormanon shall e dccessary oview af eentinying the timely pertormance of the obligation of the
auc L committee o comply with e fodines and conclusions of the Commission on the application of
articie 20; paragraph G of 1 fciop (vl 014 nits work, aro asscssiment of the performed

HPouneiad auedis B (W Utie darmulaiy,. &5 dalo Tt staterent, thers i no other published

imtormatt ) s, et o . e andit en pany.

Mhis repa 1 af the audit commities of Monba AD has been deafted n compliance with erticle 108,

pa e @ abf MlEAA, e Cfepor acti i belote the appomting body - ihe Genera
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