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31 DECEMBER 2017

BGHM in thousands excepl per share amounts or unless othaerwise stated

_MNotes 207 2018
Revenug
Other income 4 107 106
Interest income = 1
Net revenue 107 107
Expensoes
Cperabing expenses 3 (229) (233)
Interest expense a (BEG) {620)
Impairment loss on investment propety 4 - -
Total expenses (895} (853)
Loss for the year {788 (T46)
Loss per share - basic and diluted 10 (0.38) {0.346)

Thess financial statements have been approved by the Board of Directors an 28 February 2018
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31 DECEMBER 2017

BGN in Ihousands except per share amounts or unless otherwise staled

MNotes 2017 2016
ASSETS
Cash and cash equivalents 5 552 &4
Other assets 5 o g
Investment propery (net) 4 24,244 24244
TOTAL ASSETS 24,805 24,947
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Cther liabilities 7 31 a5
Interest payable on debf securities a 3,478 2,885
Debt securities 8 5648 5 591
Total liahilities 9,157 8,511
SHAREHOLDERS® EQUITY
Share capital g 2,100 2,100
Share premium 8,941 8,941
Reserve fund g 18,037 18,037
Felained earnings (14,330) (13,542
Total shareholders’ equity 16,648 16,436
TOTAL LIAEILITIES AMD SHAREHOLDERS' EQUITY 24,805 24,947

These financial statemants have been apprnved by the Board of Directors on 28 February 2018,
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BGM in thousands excepl per share amounis or unless otherwise stated

Share Share Reserve Retained

capital premium fund earnings Total
31 December 2015 2,100 8,841 18,937 (12,796) 17,182
Loss for the year - - E (T4B) (746}
31 December 2016 2,100 8,941 18,937 [13,642) 16,436
Loszs for the year - - - (7a8) {768}
3 December 2017 2,100 8,941 18,937 (14,330} 15,648

These financial statements have been approved by the Board of Direciors on 28 February 2018,
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BGN in thousands except per share amounis or unless otherwise siated

Notes 2017 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the year [Fag) (T45 )
Adjustments to reconcile loss for the year to net cash
provided by operating activities
Investment in properties - 1114}
Incregse in interest payable on debt securitios 593 S84
Decresse in other assets - 3
{Decrease) increase in other liabilities 43 J
Net cash used in operating activities (199) (260)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of debt securities, net of amorlization of lransaction cost ] 57 A4
Net cash fromi{used in) financing activities 57 11
Met {decrease) in cash and cash equivalents (142) {249)
Cash and cash equivalents at the beginning of the year 694 943
Cash and cash equivalents at the end of the year 552 694
Supplemental cash flow information: -
Interest and transaction cost paid 15 15

These financial statements have been appmyigﬁ;ﬁif"ihe.ﬂnard of Diractors on 28 February 2018 f’{:r‘" :’ &
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BGH in thousands except per share amounts or unless othervise stated

1 Organization and operations

ERG Capital - 3 ADSIP (“the Company” or "ERG"), PIC 175113002, was registered on 13 July 2006 as a Bulgarian jaint
stock campany with special investment purpose with the sole purpose to invest the funds raised in real estate. America
for Bulgaria Foundation ("ABF"} as the receiver of the assets of the Bulgarian-American Entsrprise Fund {"BAEF),
following the principles, policies and controls of BAEF owns directly 48.37% of the share capital of the Company, Undar
the Company's by-laws, ERG has a fixed term of existence thal ends on 31 December 2020

ERG activities and operations are governed by the provisions of the Special Investment Purpose Companies Act
("SIFCA’), the Public Offering of Securifies Act (‘POSA") and related secondary legislative acts. The Financial
Supervision Commission is responsible for supervision of the Company's compliance with the faws and regulations. The
SIPCA requires the Company's cash and securities to be held at a custodian bank, which is United Bulgarian Bank AD.
In 2015 Bulgarian American Management Company ECOD {"BAMC") replaced Serdika Capital Advisors Permanent
Establishment {"SCA”"} as the servicing company for ERG.

£ 25 April 2007 the Company received its license to operate as a company with special investment purpose from the
Financial Supervision Commission.

The Company's registered office is localed at 3 Shipka Sir,, Sofia, Bulgaria.

2 Bummary of significant accounting policies

Basis of Freparation

The Company prepares and presents its financial stalements in accordance with International Financial Reparting
Standards ("IFRS"), issued by the International Accounting Standards Board (IASB®) and the interpretations, issusd by
the International Financial Reporting Interpretations Committee ("IFRIC"), a3 approved by the European Union (“the EU™)
and applicable in the Republic of Bulgaria. IFRS, as adopled by the EU do not differ from IFRS, issued by the 1ASE, and
ere effective for reporiing periods ended as of 31 December 2017, except for cerain IFRS, amendments o IFRS and
interpretalions, which have not been adopted by the EU. The management believes that if those have been approved by
the EL it would have no influence on these financial statements.

During 2017 the Company has adopted all new and revised IFRS by IASB, as approved by the EU. affective for 2017,
which refer to the Company's business. The adoption of these amendments and interprelations has nat resuited in
changes in the accounting policies of the Company.

Cerain IFRS, amendmenis fo [FRS and interpretations have been adopted by 1ASE and IFRIC as of the date of the
financial statements, but are effective for annual periods beginning on or after 1 January 2017 The Company has nol
elected earier application of those IFRE and IFRS revisions.

These financial staterents have been preparsd on the historical cost basis. The preparation of financial staisments in
conformity with IFRS requires management to make estimates and assumptions that affect the reporled amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial sltatements and the
reporied amounts of revenues and expanses during the reporting period. Although these sslimates are based on
management's best knowledge of current events and actions, actual resulls may differ from those estimales

The Company prepares these financial stalements on the going concern basis, which assumes that the Campany will
confinue to operale in the foresseables fulure, In making its assessment of compliance with the going concern principle,
the Board of Directors (the "Management”} of the Company tock note of the change in the maturity date of the bond
issue with ISIN code: BG2100002125 from 21 February 20168 to 21 February 2021 respectively the term and the interes!
period of the issue from 72 lo 108 months, propesed by the Management and adopted by the General Meeting of
Bondholders on Ocotober 10, 2017 and confimed by the General Meeting of Shareholdars on 23 November 2017 In
addition, as of 21 .02 2018 the interast rate of bonds is reduced fram 10.5% to 0 5%
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BGN in thousands except per share amounts or unless otherwise stated

The statement of financial position presents assets and liabililies in decreasing order of liquidity and does not distinguish
betwaen current and non-current items. These financial statementz ars prepared for general purposes and provide
informatian for the financial position, operations and cash flows of the Company for the yvear ended 31 December 2017,

Functional and reporting currency

The functional currency of the Company is the national currency of Bulgaria - BGN. The financial statements are
presented in thousand BGN,

Fareign currency

Fareign currency transactions, i.e. Iransactions denominated in currencies other than BGN, the Company's functional
currency, are accounted for at the exchange rates prevailing at the date of the transactions. Gains and losses rasulting
from the setflemant of such ransactions and from the translation of monetary assets and liabilites denominated in farsign
currencies arg recognized in the statement of comprehensive income.

Cash and cash equivalents

For the purposes of the financial stalements, the Company considers all highly liquid financial instruments and other
financial instruments with malurity of thres months or less {o be cash eguivalents,

Investment property

Investment propery is property (land or a building-or part of a building-or both) held fo be lsased under long term
operating leases or for capital appreciation or both in accordance with the Improvements to IFRS issued in May 2008
and effzctive 1 January 2009, An investment property is measured initislly at ils cost. Cost comprises its purchase prica
and any directly atiributable expenditures, including taxes and fees directly related to the purchase and other transaction
costs. For all new investments staried after 1 January 2009 borrowing costs that are directly attributable to the acquisition,
construclion and development are capitalised as pari of the cost of the investmenl property, in accordance with the
amendmants to |43 23 "Borrowing costs”. Construction cost is recorded based upon stages of completion, Development
costis recorded at the fime the services are performed. After the initial recagnition the investment property is accounted
for in sccordance with the cost model - cosl less accumulated depreciation and sccumuiated impairment losses as
determined by management. The SIPCA requires that ERG's invesiment property is appraised at the end of each fiscal
year, Depreciation of the buildings starts when they are available for use and is based on \he straight-ling mathod.

Debt securities

Debl securities represent an issue of secured bonds, which is recognized initially st fair value less transaction costs.
Subsequently, the issue is valued at amortized cost with any difference between nel proceeds and the redemption valug
is recognized in the statement of comprehensive income using the effective interes! rale for the term of the liability,

Fair Value Measurement

some of the accounting policles of the Company require fair value estimates for both financial and non-financial assets
and liabilities, The measurement of fair value is done from a position of assumptions and estimates, which would be
made by potential markel participants when they determined the price of the respective asset or liability, assuming that
they would operate to achieve the best econcmic benefits of it for them. When measuring of the fair value, the Company
applies abservable dats, if possible. The fair values are categonized into different levels of the fair value hierarchy based
an the inpuls o valuation technigues as follows:

« Level 1; quoted prices (unadjusted) in active markets for similar ass=ts or liabilities.

¢ Level 20 inputs data other than queted prices included in Level 1 that directly (i.e. as prices) or indirectly (i.e. derived
from prices) are available for cbservation for the assel or lability.

* Level 3t inputs data for the assel or liability that are not based on cbservable market data {unchservable inputs).
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Rental income recognition

Rents from operating leases are recorded as rental income propertionatsly to the term of the lease agreement,
Interest income and expense recognition

Intersst income and expense are recognised in the statement of comprehensive incoma for all interest bearing
Instruments using the effective interest method. Interest income includes interest on bank deposits, Intarest expense
includes interest and transaction costs an berrowings, debt securities and payables.

Tax status and dividend requirement

The Company was formed under the SIPCA and iz exermpt from Bulgarian corporate income taxes as loeng as it distribuies
to shareholders 90% of its profit for the year or 80% of ils retained samings if retained earnings is less than the profit for
the year, Considering the SIPCA requirement, the Company acocrues the required dividend as af the end of each fiscal
year and reconnizes this dividend as a liability at the statement of financial positien date, meeting ihe criteria of a present
obligation as defined in 1AS 37,

Standards. which are in force during the vear

The financial siatemants have been prapared in accordance with International Finaneial Feporting Standards adopted
for use in the European Union, including Intarnational Accounting Standards and their interpredations issusd by the
International Accounting Standards rcoliactively IFRS),

Mew standards, amendments and interpretations effective as of 1 January 2017

The following amendments to the existing standards issued by the International Accounting Standards Beard and
adopled by lhe EU are effective for the current perniod;

*  Amendments to IAS 7 Disclosure Iniliative (iesued on 29 January 2016), endorsed by the EU on 6 November 2017,
published in the Cificial Journal on @ Movembar 2017

«  Amendments to |AS 12- Recognition of Deferred Tax Assets far Unrealised Losses lissued on 19 January 2018),
endorsed by the EU on & November 2017, published in the Official Journal on & November 2017

The adoption of these amendments fo the existing standards has not led to any thanges in the Company's accounting
policies.

Standards, interpretations and amendments in standards that are issued by IASB and endorsed by EU but not
yet effective

*  Amendments fo IFRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts (issued on 12
September 2016), effective 1 January 2018, endorsed by the EU on 3 November 2017, published in the Official
Journal on 8 Movember 2017

+  Clarifications o IFRS 18 Revanue from Contracls with Customers tizsued on 12 April 2016), affective 1 danuary
2018, endorsed by the EU on 31 Cotober 2017, published in the Official Journal an @ Navember 2017

* |IFRS 16 Leases (issued on 13 January 2018), effective 1 January 2019, endorsed by the EU on 31 Octobar 2017,
published in the Official Journal on 9 November 2017

* IFRS 8 Financial Instruments (issued on 24 July 2014), effactive 1 January 2018, endarsed by the EU on 22
Movember 2016, published in the Official Journal an 29 Movember 2016

+ IFRS 15 Revenue from Contracts with Customers {issued on 26 May 2014} including amendments to IFRS 15
Effeclive date of IFRS 15 lissued on 11 Seplember 2015), effective 1 January 2018, endorsed by the EU on 22
september 2016, published in the Official Journal an 29 October 2016

Documents issued by the 1ASE / IFRIC not yet endorsed by the EU

These new or revissd standards, new inferpratations and amendments o existing standards that at {he reporting date
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are already issuad by the International Accounting Standards Board have not yet been endorsed by the EU and theretore
are nol taken into account by the Company in preparing these financial statements.

« |FRS 17 Insurance Contracts (issued on 18 May 2017), effective 1 January 2021

s IFRIC 22 Foreign Currency Transactions and Advance Consideration (issued on 8 December 2016), effective 1
January 2018

¢ |FRIC 23 Unceriainty aver Income Tax Treatments {issuad on 7 June 2017), effective 1 January 2019

o Amendments to IFRS 2: Classification and Measurement of Share-based Payment Transactions (issued on 20 June
2016), effctive 1 January 2018

v Annualimprovements to IFRS Standards 2014-2016 Cycle (issued on 8 December 2018), effective 1 January 20181
January 2017

«  Amendments to 1AS 40 Transfers of Investment Property (issued on 8 December 2016), effective 1 January 2018

«  Amendments to IFRS @ Prepayment Features with Megative Compensation (issued on 12 Oclober 2017), effective
1 January 2018

v Amendments to 1AS 28 Long-term interests in Associales and JointVentures (issued on 12 Oclober 2017), effective
1 January 2019

s Annual improvements to IFRS Standards 2015-2017 Cycle (izsuad on 12 Decernber 2077), effective 1 January 2018

3 Operating expenses

2017 2016
Frofassional fees 191 205
Board of Directars fees 18 18
General and administrative expenses 20 1
Total 229 233

4 Investment prope net
Al 31 December 2017 and 2016 the Company owned three properties.

- “Yavor property” at 21 December 2017 (2016) represents & 14,724 =q. m. (the cadastre measured arga) land plot and
buildings, located in Varmna — 2, Oreh Str. During 2017 and 2016, the Company generated immaterial amount of rental
income of BEN 108 thousand and BEM 106 thousand, respeclively from Varna properly under a short lerm aperating
lease contract thal was renewed until 31 July 2018,

- “Sofia Ring property” at 31 December 2017 {2018] represents a 131,262 sq. m. {ihe cadastre measurad area) land plot
located in Sofia, at the Ring road and Botevgradsko shose junction. In February 2012 the property was pledged in favor
of TB Victoria EAD (previously Credit Agricole Bulgaria EAD and Emporiki Bank — Bulgaria EAD) a8 trustee hank ta
secure holders of the bond izsus with |SIN code BG2100002125. In Movember 2014 the pledge was transferred to Allianz
Bank Bulgaria AD as & new trustes bank to secure holders of the bond issue (Note 8).

- “Burgas retall propery” at 31 December 2017 (2016) represents a 24,959 sg. m. (the cadastre measured area) land
plot, located in Burgas betwesn Todor Alexandrov Blvd, and the Burgas porl

Investment property under
development

Land & Buildings

Ciosf

31 December 2015 27,424
Acguired 114
31 December 2016 27,6538
Acquired -
3 December 2017 27,638
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Accumulated depreciation
and impairmant loss

31 December 2015 3,294

Impairment loss for 2016 k
31 December 2016 3,204

Impairment ioss for 2017 -

31 December 2017 3,294
Mel hook value

31 December 2017 24,244

31 December 2015 24 244

31 December 2015 ' 24 130

Based upon the result of the required annual appraisal {prepared by an independent appraiser with recognized and
relevani professional gualification), the fair value of the investment property at 31 December 2017 and 2016 was BGMN
24,402 thousand and BGN 24 561 thousand, respectively. The invesiment property is classifisd within Lavel 3 of the fair
value hisrarchy and has been determined based on combination of generally accepted valuation methods. In estimating
the fair value of the investment properly, he highest and best use of the property is ils current use, There has been no
change to the valuation technigue during the year,

5 Cash and cash equivalents

2017 2016
Cash al bank accounts, including 19 a
Bank accounts in BGN 18 &
Eanlc accounts i foreign currency 1 3
Bank deposits, including 533 GBG
In BGN 533 a9
In forelgn currency - 587
Total 552 694
& Other agsscts
2017 2016
Prepaid expenses ] G
Othar 3 |
Total 9 - 9
7 Other liabilities
2017 2016
Guarantee deposit 24 a4
Cther 7 11
Total 3 35

8 Debt securities

Bond issue

In Feruary 2012, the Company issued fixed rate (10.5%) secured bonds with 1SIN code: BG21000024125 with fixad
interest percant (10.5%) in the amount of EUR 6.8 million with & term of 36 months. In Novermnber 2014 the term of the
bond issue was exlended by 36 months, sffective February 2015, In October 2017, The General Meeting of the
Bondnholders decided lo extend the bond issue for further 36 months as of February 21, 2018 and from the same dats,
the interest rate was reduced from 10.5% to 8.5%. The decision of the General Mesting of Bondholdars was accepted
by the General Meeting of Shareholders in November 201 7, Both interest and principal are due in full amount at maturity,
In case the Company decides to repay partially or in full the principal, the Company should pay the accrued inferest on
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the repaid principal, This bond issue is secured by morigages on Sofia Ring propery, Yavor propery (martgage on Yavor
property was released in October 2014), Burgas retail proparty (marlgage on Burgas retail property was released in
Oclozer 2014) and a pledge on a bank account to be credited with the proceeds of the future sale of the pledged
properies. In October 2014 TB Vietoria EAD (praviously Credit Agricole Bulgaria EAD and Emporiki Bank — Bulgaria
EAD) was replaced by Allianz Bank Bulgaria A0 as the trustes bark under this bond issue. The bend jssue is listed on
the BSE for secondary trading and trades under BSE code SERB. Through the years and using part of the revenues
from sold properies, the Company has paid in advance partially the bond issue, whereas 2= a rasull of this the mortgages
recorded over properlies Yavor and Burgas Retail were released. The unpaid part of the principal, net of deferred
transaction costs, as of December 31, 2017 and in 2016 is EUR 2,89 million {BGM 5,848 thousand) and EUR 2,88 million
(BGN 5,581 thousand), respectively, and obligations for interest EUR 1,78 million {BGN 3,478 thousand) and EUR 1,48
million (BGM 2,885 thousand), respectively (Note 11).

The fair value of this bond issue approximates ils carrying amount and is classified within Level 3 of the fair valua
higrarchy. The fair value has been dstermined in accordance with generally accepted pricing models based on a
discounted cash flows analysis. with the mast significant input being the discount rate that reflects the credit risk of
counterparties.

The Company plans to sell the investment properlies before the end of its term of existence - Decembar 31, 2020, while
with part of the proceeds fo pre-repay the bond. If this dossn't happened, the Managerment will prapose to the Genearal
Meeting of Sharzholders that the Company's lerm of existence 1o be extended.

8 Share capital

After receiving a license for special investment purpose company ERG was required to increase its outstanding shares
by at least 20% through a public offering. On 25 April 2007 the Company received its license and subsequently completed
8 50% capilal increase within the prescribed period.

The capital of the Company is BGN 2,100 thousand distributed in 2,100,000 camman sharas with a face valie of BGN 1
per share, each with equal voting rights.

The Company's by-laws were amended at the Decembsr 2014 General Meeting of shareholders to confirm thai the
Company should maintain ils Reserve fund in the minimum amount of BGM 18,900 thousand (accumulated from the
reduction of the face value of the common shares of the Company in 2012), but not less than 1/10 of the capital of the
Company.

Since January 2015, as a result of several transactions with ERG shares, the Bulgarian-American Enterprise Fund
{"BAEF" or the "Fund") holds indirsctly 49.37% of the share capital through ABF, related to BAEE entity (pursuant to the
Supplementary provisions of the Public Offering of Securities Act) and does not hold direct ownership in ERG. Following
BAEF's Board of Directors decision from September 30, 2015 BAEF was dissalved withoul being hquidated. ABF as
raceiver of BAEF's assets, following the principles, policies and contrals of BAEF owns direcily 49.37% of the share
capital of the Company. Majarity of ABF Direclors are formear direclors of BAEF

The owners of BAEF, as set forth in BAEF Certificate of Incorporation, are its Members, who do nol own any personal
stake in the equily of BAEF, but they manage the assets of the Fund acling as fiduciaries for the ultimate bensficiaries of
the BAEF's charitable activities. The Members of BAEF are the Directors of BAEF who established the ABF to receive
the assets of the Fund, subject to the Fund's principles, policies and contrals. The Directors of BAEE are also Directors
of ABF.

The ramaining shares are ownad by other companies and individuals,

The Company's shares are traded on the Bulgarian Stock Exchange under BSE code 5ER,

1
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10 Earnings per share

Earings per share iz computed by dividing profit or foss for the year available fo commeon shareholders by the weighted
average number of common shares outstanding for the period. The Company does not have any diluted shares thus
basic and diluted eamings per share are equal. The wiighted average number of common shares usad in the calculations
for 2017 and 201675 2,100,000.

11 Related party transactions

Parties ara considersd to be related if one party has the ability 1o cortrol the other party or exercise significant influence
over the other parly in making financial or operational decisions or if it is under common caniral, The Company has
entered inlo ransactions with related parlies in the normal course of business,

The balances due toifrom relaled companies and the related expensa and income al 31 December 2017 and 2016,
respectively were as follows:

Related company L 2m7 2018
Debit securitizs, net from deferred expenses — ABF* 6,648 5,581
Interast payable on debt securities — ABF* 3,478 2,885
Bond interast expanse - ABF &]als G20
Expenses for remuneration of the BOD 18 18

" As of Decembar 31, 2017 ABF is the only bondholder of the bond issue with ISIN code BG2100002175 registerad for
secondary trading en the Bulgarian Stock Exchange.

12 Financial Risk Factors

The Company's aclivities expose it to 2 variety of financial risks: cradit risk. interest rate risk, liguidity risk and market risk
lincluding currency and price risk).

Credit risk

The Company is exposed to credit risk in its investment activities. Credil risk iz the ik that counterparty will be unable
to pay amounts in full when they becomea due. ERG limits the credit rigk by ensuring thal rental contracts are made with
customers with an appropriate credit history and alzo by having in place bank gusrantees andior company guaranlees
from the lessess’ parent companies for prompt and accurale performance of the obligations under the rental contracts.

Interest rate risk

The interest rate risk relates 1o the potentially adverse impact of intersst rate fluctuations fo the Company's profit for the
year and equity value. Itis the Company's policy 1o reduce the interest rate risk on floating rate loans through the use of
intersst rate swaps if necessary. This reduces to a large extend the overall interest rate risk. As of December 31, 2017
the Company has an interest-bearing liability only on the bond issue, which has a fixed inferesi rate.

Liguidity Risk

The liquidity risk refers to the risk that the Company might not have sufficient cash to meet its abligations and arizes from
mismatch in cash flows. For the Company, the primary liquidity risk relates to ils dependence on the paymenis of rents
and property sales in order to service the debenture loan, The Company sims to mainlain positive balance between the
incoming and cutgeing cash flows on its rents, while iis ability to make large one-time outflows depends on its ability to
sell properties andior refinance maturing bormowings.

Market risk

Currency Risk

The Company is exposed Lo the effects of fluctuations in the prevailing forsign currency exchange rates on its financial
position and cash fiows. Renl receivables, debl securities and a significant armount of interest and opersting expenseas

11
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BGN in thousands except per share amounts or unless ctherwise stated

are denominated in EUR. The Company doss nol maintain positions in currency other than EUR and BGM. The
BGN/EUR exchange rate of BGN 1.95583 for EUR 1 is fixed under a Cumency Board arrangemeni,

Price risk

The Company is exposed to properly price and market rental risks. This risk has increased as a resull of the global
financial erisis that limited the credit availability worldwide and affscted negativaly the real estate prices and the rental
rales. The crisis affected Bulgarian real eslale market in the second half of 2008, There was some recovery in the
Bulgarian real estate market in 2017, which is expected to continue in 2018, but there is no guaraniss that this will lead
toincrease in the prices of properliss owned by the Company. Company's policy is 1o decrease the price risk by invasting
in high quality and good location properies.

Capital management

The Company manages iis capilal so as to operate as a going concern company, while sesking to maximize the returns
to the sharehoiders through optimization of the ratio between debt and equity (return of invested capital). The goal of the
managament s Lo maintain the confidence of the investors, creditors and the market and to ensure the future
development of the Company.

Management of the Company meniters the capital structure based on the ratio of net debt to the equily, Net debt includes
lang and short term interest bearing foans less cash. The share capital, share premium, reserve fund, accumulated

loss/profit represent aguity of the Company.

The ratios of nel debt 1o equity as of Decamber 31, 2017 and in 2016 are as follows:

3 December 31 December

2017 2016

Bond issue 9,126 8,476
Cash (352) 194y

Met debt 8,574 7.8z

Share capilal 156,648 16,4386

Debt - capital ratio 0.55 0.47

ERG - 3 does not have a separate unit for internal control. This function is performed by the Board of Directors. Tha
company has a set of internal policies and rules for risk management - including its accounting policy presented in the
nofes to the financial statements.

13. Events after the date of the statement of financial position

There are no significant events afler the dale of the statement of financial pasition that require adjustments or disclosure
in the financial statements as of and for the year ending December 31, 2017,
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TO

THE SHAREHOLDERS OF
ERG CapITAL~ 3 ADSIP

INDEPENDENT AUDITOR'S REPORT

Opinion

We audited the financial statements of ERG Capital - 3 ADSIP which includes the statement of
financial position as at 31 December 2017 and the statement of comprehensive income, the
statement of changes in equity and the cash flow statement for the year then ended, and the
notes to the financial statements that also contain a summary of the significant accounting
policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Company as at 31 December 2017 and its financial perfarmance and cash flows
for the year then ended in accordance with International Financial Reporting Standards {IFRS)
adopted by the European Union (EU).

Basis for expression of opinion

We conducted our audit in accordance with International Standards on Auditing (I54). Our
responsibilities under these standards are further described in our section “Auditor's
Responsibilities for the Auditing of the Financial Statements’. We are independent of the
Company in accordance with the Ethics Code of Professional Accountants of the International
Ethics Standards Board for Accountants (IESBA Code), alang with the ethical requirements of
the Independent Financial Audit Act {IFAA) applicable to our audit of the financial a report in
Bulgaria, and we have fulfilled our other ethical responsibilities in line with the requirements
of the IFAA and the IESBA Code. We believe that the audit evidence received is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those issues which, according to our professional judgement, were of the
utmost importance in auditing the financial statements for the current period. These issues are
considered as part of our audit of the financial statements in general and the formation of our
opinion on it, and we da not provide a separate opinion on these {ssues.

Key Audit matter How this key audit matter was addressed
in the audit conducted by us
1.¥aluation of investment property with book value | In the course of our audit we have conducted

24 244 thousand BGH Disclosed in note 4, the following procedures in relation to the
According to SPVA (the Special Purpose Vehicles Act) | assessment of investment property:

the company should annually evaluate the fair value #  Assessment of the objectivity and
af investment property. independence  of the  external
To estimate the fair value of investment property Lo evaluators;

31.12.2017, the board of Directors has engaged a = Assessment based on our knowledge of
licensed independent evaluator. The report the methodology used industry and key
prepared by the evaluator is also used to disclose the assumptions made, and we also use
fair value of the Investment property in accordance our internal expert evaluations;

with [AS 40. ¥# Checking the sample base of the

accuracy of the input data used;

The company uses the report of the Independent | We consider that the disclosures in notes 2 and
Assessor for impairment conditions, Based on the fair | 4 are appropriate;

valug determined by the independent assessor in
December 2017 The Board of Directors has concluded
that there is no indication of impairment.

HO0 Bulgania Lid. is & specialized suditing compary, included in the listaf the Institite of Cortified Pubdic &coaurntants in Eulgaria under Humber 16, member
of BDO International. OO Dulgaria Led, 45 reglstored In e commercial register with UIC 831255576 and VAT numbser bg331 255576,

BDO Bulgaria Ltd., a fmited Babfity company, is & member of BIO Intemational Liméted, nan-prafit legal entity in the Urited Kingdom and farms part of the
international netweoek af independont campanies memibess of the BB
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Key Audit matter How this key audit matter was addressed

in the audit conducted by us

The valuation of the investment property of the
company is a key matter for ocur audit as it
requires a significant level of judgement and at
the same time investment property is an
important part of the total amount of assets.
Property assessments contain assumptions, such
as information on market transactions, market
assumptions, expected rental revenues, discount
factors, valuation methods, and more.

2. Debt Securities as disclosed in Note 2, basis of | In The course of our audit we have conducted
preparation and Mote 8, the Board of Directors has | the following procedures in relation to the
assessed the liguidity position of the company and | assessment of The liquidity situation of the
the change in the due date of the bond issue of 21 | company:

February 2018 on 21 February 2021, respectively, ¥ We have conducted an assessment of
and the interest payment period from 72 to 108 the board of Directors * assessment
months. As of 21.02.2018, the interest rate OF the of the company's ability to continue
bend loan was reduced from 10.5% to 9.5%, as a working enterprise;
The company has sufficient liquidity available to # We have checked whether the bond
settle the pending payment. Bond debt is secured issue i covered by Sofia ring
with an one investment property from the property;
investment property - Property Sofia ring, *  We have conducted an assessment of
The Board of Directors examines several options the assessment made by the Board of
for settling the obligation of the bond issue: Directors of wvarious settlement
#  Sale of investment propertly; and options.
= Maturity extension We consider that the disclosures in note 2,

On the basis of the various options for setlling the | basis of preparation, note 8 are appropriate,
obligation, the Board of Directors considers that
the going concern principle is applicable and
there is no significant uncertainty in this regard.
According to note 8 the company plans to realise
from the investment property before the end of
the period of existence-31 December 2020, as
with part of the proceeds to repay the bond issue
early. In case this does noet happen, the
management will propose to the general Meeting
of shareholders that the period of existence of the
company should be extended

Other matters

The financial statements of ERG Capital - 3 ADSIP for the year ended 31 December 2016 are
audited by another auditor who has issued an auditor's report with an unmedified opinion an
these financial statements dated March 29, 2017,

Other information other than the financial statement and the audit report thereon

The management is responsible for the ather information. The other information consists of an
activity report and a corporate governance statement prepared by management in accordance
with Chapter Seven of the Accountancy Act but does not include the financial statements and
our audit report thereon.

Cur opinion on the financial statement does not cover other information and we do not express
any form of assurance conclusion regarding this, unless explicitly stated in our report and to
the extent that it is stated.

In relation to our audit of the financial statements, our responsibility is to read the other
information and thus to determine whether such other information is materially inconsistent
with the financial statement or with our knowledge acquired during the audit, or atherwise
appear to contain substantially incorrect reporting. In the event that, on the basis of the work

EDO Balgarna Lid, 15 2 specialized auditing company, ircluded in e st of the Institste of Sertified Public Accountants (a Builgaria under Humber 16,
member of BIO International. BOO Bulgarta Lbd, s registered in the commercial reglster with LIC 839255576 and VAT number be831255578,

BDO Bulgaria Led,, 2 Umited Hability company, 15 3 member of 300 Intarnativne! Limited, non-profit legal entity in the United Kirgdom and forms part of Lhe
internaticnal retveark of independent companies members af the B0,
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we have carried out, we conclude that there is substantial misreporting in this other
information, we are required to report this fact.
We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the financial
statements

The management is responsible for the preparation and truthful presentation of this financial
report in accordance with the IFRS adopted by the EU and far such an internal cantrol system
as the management defines as necessary to ensure the preparation of financial statements that
do not contain significant misstatements, whether due to fraud or error.

When preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern by disclosing, where applicable, matters
relating to the going concern assumption and using the entity's accounting bases on the going
concern assumption unless the management does not intend to liquidate the Company or to
cease its activities, or if the management has virtually no other alternative than to do so.

The Audit Committee (Persons charged with governance) shall be responsible for supervising
the financial reporting process of the company.

Respansibilities of the auditor for the audit of the financial statements

COur objectives are to obtain a reasonable degree of certainty as to whether the financial
statements as a whole do not contain materially incorrect reports, whether due to fraud or
error, and ta issue an audit report that includes our audit opinion . A reasonable level of security
is & high level of security, but it is not a guarantee that an audit carried out in accordance with
the Independent Financial Audit Act and 15As will always reveal a significant misstatement
when it exists. Misstatements may arise as a result of fraud or error and are considered to be
material if it could reasonably be expected that they, alane or as a whole, could have an impact
on the economic decisions of users taken on the basis of that financial statements.

As part of the audit in accordance with ISAs, we use professional judgement and retain

professional skepticism throughout the entire audit. We also:

e identify and measure the risks of material misstatement in the financial statements,
whether due to fraud ar error, we develop and perform audit procedures in response to
those risks and we obtain audit evidence that is sufficient and relevant to provide a basis
for ocur apinion . The risk of material misstatement resulting from fraud is higher than the
risk of material misstatement resulting from error, as fraud may invalve covert agreement,
counterfeiting, deliberate omissions, statements of introduction the auditor's misconduct,
as well as neglecting or circumventing internal control,

e we obtain an understanding of internal control relevant to the audit in order to develop
audit procedures that are appropriate in the circumstances, but not to express an opinion
on the effectiveness of the Company's internal control,

« we assess the appropriateness of the accounting pelicies used and the reasonableness of
the accounting estimates and related disclosures made by the management.

¢ we conclude on the appropriateness of management's use of the accounting basis on the
basis of the going concern assumption and, on the basis of the audit evidence obtained,
whether there is significant uncertainty about events or conditions that could give rise
significant doubts about the Company's ability to continue as a going concern. If we come
to the conclusion that there is significant uncertainty, we are required to draw attention in
our audit report to the disclosures in the financial statements relating to that uncertainty
or, in the event that these disclosures are inadeguate, to modify our opinion. Cur
conclusions are based on the audit evidence we have received by the date of our audit
report. However, future events or conditions may cause the Company Lo cease operating as
a going concern.

« we evaluate the overall presentation, structure and content of the financial statements,
including disclosures, and whether the financial statements present the underlying
transactions and events in a manner that delivers credible presentation,

000 Butgaria Lid. s a specialized auditing comparty, included in the Lzl of the Institute of Certified Public Accountants in Bulgana under Humbor 18,
menber of BD0 International, BOO Bulgara Ltd. Is registared in the camenarcial register with UEC 831255576 amd WAT nuimber bgBI1255576.

H0C Selgaria Lid., a limited liakdlity company, 18 member of BDD Inlemational Limited, non-prafit fiegal entity in the Undted Kingdom and farms part of the
intesmational notwork of independent compandes members of the 300,
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We communicate with those charged with governance, along with other matters, the scope and
timing of the audit, and the material audit findings, including significant internal control
deficiencies that we identify during our audit.

We also provide to those charged with governance with a statement that we have compliad
with applicable ethical requirements in relation to independence, and that we will
communicate with them all relationships and other matters that could reasonably be considered
to be relevant to our independence, and, where applicable, associated safeguards,

Among the issues communicated to those charged with governance, we identify the issues that
were most relevant to the audit of the current period's financial statements and which are
therefore key audit questions. We describe these issues in our audit report except in cases
where a law or regulation prevents the public disclosure of information an this issue, or when,
in extremely rare cases, we decide that a guestion should not be communicated in our report,
since it could reasonably be expected that the adverse consequences of this action wauld
oubtweigh the public interest benefits of this communication.

Report on Other Legal and Regulatory Requirements
Additional matters to report under the Accountancy Act and the Public Offering of
Securities Act

In addition to aur responsibilities and reporting under the 154s, described above in the section
"Other information other than the financial report and the audit report on it" in respect of the
activity report, the corporate governance statement, we have also implemented the procedures
added to the requirements of the 154s required in accordance with the Guidelines of the
Professional Organization of Certified Public Accountants and Registered Auditors in Bulgaria -
Institute of Certified Public Accountants (ICPA). These procedures relate to verification of the
existence and verification of the form and content of such other infermation in order to assist
us in formulating an opinion as to whether the other information includes the disclosures and
reporting provided for in Chapter Seven of the Accountancy Act and the Public Offering Act
offering of securities (Article 100n, paragraph 10 of POSA in relation to Art. 100n, para 8, items
3 and 4 of POSA) applicable in Bulgaria.

Opinion in relation to art. 37, para. 6 of the Accountancy Act

Based on the procedures carried out, our opinion is that:

a) The information included in the activity report for the financial year for which the financial
statement was drawn up correspands to the financial statement.

b) The activity report has been prepared in accordance with the requirements of Chapter 7 of
the Accountancy Act And of Article 100 H, para 7 of the Act an public offering of securities,

c) The corporate governance Statement of the financial year far which the financial statement
was drawn up is presented according to the requirements of Chapter 7 of the Accountancy
Act And of Article 100 H, para 8 of the Act on public offering of securities,

Opinion in relation to art. 100 {n), para. 10 In relation to art. 100, para. 8, paragraphs 3 and
4 Of the Act on public offering of securities

Based on the procedures performed and the acquired knowledge and understanding of the
activities of The enterprise and the environment in which it operates, in our view, the
description of the main features of the enterprise’s internal control and risk management
systems in relation to the financial reporting process, Which is part of the activity report (As
an element of the content of the corporate governance statement) and information under art.
10.{1) (), {d), (f), {h) and {i) of Directive 2004/25/EC Of the European Parliament and of the
Council of 21 April 2004 an takeaver bids do not contain cases of substantial incorrect reparting.

EDO Bulgaria Lid, 15 a speecialized auditing company, inctuded in the Lst of the Institute of Certilied Pubilis Accountants in Bulgaria under Hisnher 1,
member of B International, BOO Dulgana Led, i registered in the commercal reglster with UIC 831255576 and VAT number bgB31255574.

EDD Bulgaria Lud,, & limited fHability company, 15 a mamber of D0 akermaticaal Limited, ron-profit legal entity in the United Einedom and forms part of the
international netwark of independ=nt companies members of the 00,
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Additional reporting on the audit of the financial statements in the Relation to art.
100(n) para. 4, item 3 of the Act on public offering of securities’

Statement in relation te art. 100 (n), para. 4, item 3, letter "B” of the Public Offering of
Securities Act

Information about Transactions with related parties is disclosed in annex 11 To the financial
statements. Based on the audit procedures performed by us on related party transactions as
part of our audit of the financial statements as a whole, we have not become aware of facts,
circumstances or other information on the basis of which to conclude that the transactions with
Related parties are not disclosed in the attached financial report for the year ending 31
December 2017 In all the essential respects, in accordance with the requirements of 1AS 24,
related party disclosures. The results of our audit procedures on related party transactions are
considered with by us in the context of the formation of our opinion on the financial statements
as a whole and not for the purpose of expressing a separate opinion on the related party
transactions.

Statement in relation to art. 100 (n), para. 4, item 3, letter "C" of the Public Offering of
Securities Act

Our respansibilities for auditing the financial statements as a whole, described in the section
of our report "responsibilities of the auditor for the audit of the financial statement”, include
assessing whether the financial statement presents the essential transactions and events in a
Our audit responsibilities for the financial statements as a whole described in the section of
our Report "Auditor’s Responsibilities for the Audit of the Financial Statements * include
assessing whether the financial statements present the significant transactions and events in a
manner that delivers credible presentation. Based on our audit procedures on the material
transactions underlying the financial statements for the year ended 31 December 2017, no
facts, circumstances or other information have been disclosed to us to conclude that there are
instances of significant unreliable representation and disclosure in accordance with the
applicable IFRS requirements adopted by the European Union. The results of our audit
procedures on the Company's significant transactions and events are reviewed by us in the
context of our opinion on the financial statements as a whole and not for the purpose of
expressing an opinion.

Reporting under art. 10 of Regulation (EU) N2 537/2014 in relation to the requirements of
art. 5% of the Independent Financial Audit Act

According to the requirements of the Law for independent financial audit in relation to art. 10
of Regulation (EU) Ne 537/2014, we report. further and the information set out below.

= BDO Bulgaria 00D has been appointed as a statutory auditor of the financial statements far
the year ended 31 December 2017 of ERG Capital - 3 REIT from the General Meeting of
Shareholders held on 30.05.2017 for a periad of one yvear.

+ The audit of the financial statements for owners for the year ended 31 December 2017 of
the Company represents a first time full, continuous commitment to a statutory audit of
this entity that we have carried aut,

¢ We confirm that the audit opinion expressed by us is in accordance with the additional
report presented te the Audit committee of the company, according to the requirements
af art. 60 of the Independent Financial Audit Act.

LD Bulgaris Ltd. is & specialized auciting company, included in the Ust of the Instituee of Certilied Pusilic Accountants in Bulgaria eader Humber 16,
membor of BOO Internationat, 800 Bulgaria Lbd. s registored i the commercial reglster with UIC 831255576 and VAT numbser L@ 31255576,

B0 Bulgaria Ltd., 2 limited Hability company, 15 a member of B0 International Limited, neq-profit legal ontity in the United Kingdom and farms part ef the
International network of independent companios membsars of the BOO,
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« e confirm that we have not provided the mentioned in art. 64 of the Independent Financial
audic Act prahibited non-audit services.

« We confirm that in conducting the audit we have maintained our independence towards the
Company.

BDO Bulgaria 00D
Sofia, 07.03.2018

D 0

I d] i frtanad
Stayanka Apostolova, -
CPA, Registered Auditor 7
Managing Patner I

dyalko Apostolov,
Manager

00 Beigaria Lid, s a specializnd auditing compary, Included in the st of the Institute of Certiliad Public Accauntants In Bulgania urdder Hurrer 16,
membeor of 800 Internatianal. ADC Auigaria Lid. i$ registered in the commercial register with UIC 031255576 and WAT number bgB31255576,

B0 Bulgaria LEc., = limited Hability company, (5 3 member of G000 Interratiral Limited, nes-profit logal eatity i the United Kingdom and forms part of the
internaticnal petwark of Indepsendent compenies membars af the RD0.



ANNUAL MANAGEMENT REPORT ON THE ACTIVITY OF ERG CAPITAL - 3 ADSIP FOR 2017
28 February 2078

"ERG Capital — 2° ADSIP ("ERG-3" or “the Company”) is a Bulgarian joint stock company with special investment purpose Iis
activity is governed by the Special Invesiment Purpose Companies Act {"SIPCA") and its related regulations. The Cormpany
raises funds through the issue of securities and uses these funds to acquire real estate, in effect implementing real estate
securitization.

I 2007, the Company was licensed as a Special Investment Purpose Company by the Financial Supervision Commission
(*ESC. In the same year the Company increased its capifal by 50%.

Since its listing as a public company ERG-3 complies with its abligations under the agreements 1o which it is a party, Its activily
is oriented towards managing andfor developing its own real estate investments (three as al the date of this report) in the cities
of Sofia, Varna and Burgas and described below and in Note 4 to the financial statemeanls.

ACTIVITY REVIEW

On 25 April 2007 the Financial Supervision Commission approved the prospectus for mandatory initial capital increase of ERG-
3 and licensed the Company as a company with special invesiment purpose.

Below are the highlights of activity in 2017.

On 30 May 2017 a regular General Meating aof Shareholders ("GMS") of the Company was held, the GM3 (1) accepted the
reports of the Board of Directors, the Audit Commiltes and the registered auditor, {2} approved 2016 financial statements of the
Company, (3) elected BDO Bulgaria Lid as Auditor of the Company for 2017 and (4) made changes in the Audit Commities aof
the Company as required by the new Independent Financial Audit Act. The GMS protocol is available on the Company's website
- www.ergcapital-3.bg in the “Investor Infermation” section,

On 3 July 2017 an Extraordinary General Meeting of Shareholders was held, in which Yordan Mikoloy Chompalov was
discharged as an independent member of the Board of Directors of the Gompany, and Stanislava Antonova Kuyumdjieva was
elecled as an independent member of the Board of Directors.

O 10 October 2017 a General Mesting of Bondholders of the Company's Bond Issus was held with IS code: BG2100002125.
The bondholders accepted the proposal of the Board of Directors for changing the fallowing terms of the issue (1) the term of
the bond was extended by thres years, as of 21.02.2018, (2} the interest rate of the bond was reduced from 10.5% to 9.5%
affective from 21.02.2018; and (3 introduce a rule, that changss in the conditions under which the bonds are issuad may be
accepled by the General Meeting of Bondhalders, but not less than three guarters of the issued bonds, by a decizion, taken by
& majority of no less than three quarlers of the represented bond,

0 23 November 2017 an Extracrdinary General Meeting of Sharehalders was held, in which the sharehelders of the Company
reviewed and accepted the decisions of the General Meeting of the Bondholders o amend the Company's bond issus wilh the
1IN eade: BG2100002125 described in the previous paragraph.

O 28 Movember 2017 the company has assigned the following identification code to a legal entity, ihe so-called LEl code (Legal
Entity Identifier) - 485100RLEOOVMEIXNA4E

In the following discussion ws present some comments regarding important aspects of the activity of the Company during 2017
1. Liguidity

As of 31 December 2017 the Company's cash and cash equivalants are in the amount of BGM 552 thousand and other current
assets are in the amount of BGN 9 thousand. The current liabilities are in the amount of BGN 31 thousand,

The Company has issued a secured bond wilh a rasidual principal as of 31 Decsmber 2017 amounting to EUR 2,880 thousand,
the maturity of which, following the decisions of the General Meeting of Bondholders from 10 Ociober.2017 and the General
Meeting of Shareholders of 23 December 2017 was postponed until 21 February 2021,

2, Capital resources

fs of 31 December 2017 ERG-3's sharehaldars' equity is BGN 15,648 thousand. The capital of the Company was paid in full
and despite the accumulaled losses for the period 2008 - 2016, and it is currently sufficient to support the Company's business
achivity, At this stage, ERG-3 does not plan any fulure capital increases.



For each of the properliss described below and in Mote 4 1o the Financial statements, the Company considers two allernatives:
al ta develop it as commercial property and lease it or sell it and bf lo sell it without development in its current condition. In the
cases when the Company decides to develop a property, because the management deems this alternative better for the
shareholders, the Company will have significant capital outlays for construction, which it is planning to finance with bank loans.

Information about the properties, owned by ERG-3 (Art. 41 of Ordinance 2 of F3C)

as of 31 December 2017 the Company owned thres real estate investments: “Yaver properly”, *‘Sofia Ring property” and
"Burgas relail property”.

Yavor praperly represents a 14,483 sg. m. land plot {Ihe cadastre measured area is 14,724 5. m.) and buildings, located in
Warna, with administrative address 2 Oreh Sir, The property is on Slivnitsa Blvd, which is one of {he main boulevards in Varna,
The land repressnts regulated land plot M2 -85, located in district 14 from the 28" region of Varna and has cadastre
identification number 10135.3513.216. During 2009 part of the buildings were demelished, The total buill-up area of the
buildings as of 31 Decernber 2017 is 14,916 sg, m, (the cadastre measured area), lhe biggest of which was built in 1989 with
total built-up area of 13,383 sq. m., and could bs used in fulure development of the property. The maximum building-
developmant intensily for plot Ne 1-85 is 3.5, which means possible construction of buildings with tofal built-up area of up to
51,534 sq, m., according ta the city plan

Sofia Ring property represents two land plots with total area of 131,284 sq. m. (the cadaslre measured area is 131,262 sq.
m) located on the inner side of the Ring Road with 400 meters face on the Ring Road close lo the intersection with
Botevgradsko Shosse. The maximum building development intensity is 1.5, which means possible construction of buildings
with total built-up area of up to 196,928 sq. m.

Burgas retail properly represents 24,988 sq. m. land plot {the cadastre measured area is 24,959 sq. m.) adjacent 1o Todor
Alekzandrov Blvd, which is one of the main boulevards in Burgas, The plot consisted of two regulated land plots: LI - 285 and L
- 836, which in 2009 were united in one regulated land plot L-265,836 and has cadastre identification number 07072.652.505,
The property is claared from buildings and construction scrap. According to the effective regulation and the cily plan the property
is in the 2/Smil zone, which, accarding to the existing standards allows maximum building development intensity up to 2.5 and
respectively the possible construction of buildings with total built-up area up to 52,357.5 sq. m.

Acquisitions and disposals of real estate investments in 2017

During 2017 the Company did not have any acquisitions and disposals of real estate.

Lease agreements executed in 2017

In 2017 the Company did nol execute new lease agreements. During the period the lease for the property in Warna was extended
oy 11 months, As of 31 Decamber.2017 there are no due and not received rents from the Company for the rented properties

Construction works, repairs and improvements macde in 2017:

During 2017 ERG-3 did not make any slgnificant conetructions works, repairs and improvemeants to the properties it owns
1, Results from operations

The Company ended 2017 with a loss for the year of BGN 788 thousand.

The revenue of the Company for 2017 is mainly fram renting Varna property under shert-term lease agreemant wilh a lease
ferm up to July 31, 2018 — BGN 107 thousand.

During 2017, the main cosis are for inlerest amounting to BGM 686 thousand and operating expenses amounting to BGN 229
thousand.



Selected indicators of financial and accounting analysis of the company
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4, Risks

The Company is operating in the area of real estate investmeant and the main risks il faces are related to the development of the
real estate sector in Bulgaria and to retail space in particular. Listed below are the main Company specific risk faclors:

+  Rising construction cosls

«  Rising interest rales

+  Market price decreases of both real estale assets and rental levels

+ Increase in the cost of insurance

s  Dependence of the income strearm on the financial condition of the future tenants
«  Unexpected maintenance expenses

«  Risk of cccurrence of an uninsured event,

In addition lo the Company spscific risk factors, ERG-3 also faces some general risks, associated with daing business in
Bulgaria, These are as follows:

«  Bisk of unfavorable legislative changes
«  Rizk of economic downturn

o Craditrisk

«  Currency risk

« Inflation risk.

There was a recovary in the Bulgarian real estate market during 2017, which will probably continue in 2018, but there ia no
guaraniee thal this will lead to an increase in the prices of properties owned by the Company and accordingly to improvement
of the financial condition and operating results of the Company,

5, Important events after the date of the Financial Statements

Mo important events (other than the onas described in this report) have ocourred after the date of the Financial Staternents until
e date of this report that might have significant impact to the financial position and the operating results of the Company.

§. Expected developments and plans for 2018

Afthis stage, the Company doss not plan any furlher capital increases or naw real estate acquisitions. For each of the properlies
described above and in Note 4 Lo the Financial statements, the Company is actively looking for buyers, but there is no guarantee
that it will be able to sell any of the properties in 2018, The Company alsc considers the alternative opfion o develop the
properties and to lease / sell them as commercial properties. In such cass, when the company chooses this aliernative oplion,
due la the management judgment fhal such option is betler off far shareholders, the Company will make significant capital
sanstruction costs, which plans to finance with bank loans.

7. Research and development
ERG-3 is operating in the real eslate sector and is not invalved in any research and development activities.
8. Use of financial instruments

fs at 31 December 2017 the Company has outstanding bond's principal in the amount of EUR 2,890 thousand [out of issued
EUR 6,800 theusand) with yearly coupon of 10.5% and it is securad by morigags recorded over Sofia Ring property. The interest
ic due at the bond's raturity, On 10 October 2047 a General Mesting of Bondholders was held where the bandhalders approved
the proposal of the Board of Directars to change the following terms of the hond issue:

1. The term of hiz bond is extended with three years from 21 02 2018, with the maturity date of the bond fresidual principat at
{he date of this General Mesting of 2 849 million eural is changed from 21.02 201R 1o 21.02.2021 and the maturity and period of
ihe interest payment changed from 72 months to 1086 months respectively.

5 The interest rate of the bond shall be reduced from 10.5% (ten point five percent) to 8.5% (nine point five percent) as aof
21.02.2018.

3 A rule is introduced that changes in the canditions under which the bonds are issusd may be accepted by a General Weeting
of Bondholdars, representing af least thres guarters of the jasued bonds, by a decision taken by & majorily of not less than three-
quarters of ths bonds,



The changes described in the previous paragraph were accepted on 23.11.2017 at a General Meeting of Shareholders of the
Company.

8. Branches
ERG-3 has not registered and does not have any branches.
10, Share buy backs

Uniike the other public companies the companies with special investment purpose are nof allowed by law to buy-back their own
shares under the conditions of art. 111, (5) of the Public Offering of Securities Act (POSA). Therefare, by virtug of the law, ERG-
315 not allowed to purchase or own any of its shares and the Cormpany has never traded in ils own shares,

11. Periodic information disclosed by companies with special investment purpose

11.1. According to the requirements of Art. 41, para. 1 ftem & of Qrdinance No. 2: ERG Capital - 2 doas not own shares of its
servicing company - Bulgarian American Management Company EQOD,

11.2. According to the reguirements of Art. 41, para. 1, item 7 of Ordinance No. 2 of 17.09.2003:

A Share of assets, rented as a percentage of total securitized assels:
Az of 3112.2017 the share of rented properties as a percentage of total securitized properties owned by ERG Capital - 2 15
17.8% (based on propartybook values).

B} Information for sale or purchase of a new assel, excesded 5% of total securitized assets after the date of the annual financial
stalement:
MNaonre.

C} Major constructions, repairs and improvements of the real estates:
MNone.

D} Percentage of unpaid rents and lease payments of total receivables from all renlal, and lease agreements of the Company
0%

11.3. According to the requirements of Art. 41, para. 1, item 8 of Ordinance No. 2 of 17 September 2003, The Company has no
securitized recaivables,

CORPORATE GOVERNANCE

The Company adopted its Good Corporate Governance Program (GCGR) in 2007, During 2016 the aclivities of the Company
and of the Board of Directors have bean in compliance with the GCGP and the Mational Corporate Governance Code, afler ils
approval by the FEC,

The discussion in tha Tollowing sections provides additicnal information on the Company's share capital and disclosures related
to its carporate governance, whereas in addition and pursuant to Article 100n, para 7 and & of the POSA and with respect 1o the
corporate govarnance of the Company the Management hereby declares the following:

1. The Company complies as appropriate with the Mational Corporate Governance Code approved by the -Deputy- Chairman

of FSC, running the "lnvestment Activity Supervision” division. The Company complies as appropriate with the recommendatons

of the Code contained in Chapriers 1-5, as far as they are applicabls to the nature, the structure and the activities of the

Company (for sxample with respec! fo the first chapler, the Company may comply only With the recommandalions concerming

the ona-tier management system), with the exceplions listad below,

2. In addition o the Malional Corporate Governance Cede, the Company has adopted and complies with its own Program for

good corporate governance, which can be found on the website of the Company;

3. Currenily the Company does not comply with to the following recommendalions of the Mational Corparate Governance Code:
* The Chairman of the Beard of Dirsctors of the Company is not the independent director, whereas this position is entrusted
to Kostadin Petkov due to his the widest experience in the management and salas of real estates,

» The Company has not designated in its Bylaws the number of companies in which members of the Board of Direclors
can hold managerial positions since such a restriction is net required by the legal form and activities of the Company. As
a company with & special invesiment purpose, ERG Capital - 3 ADSIP cannot directly operate and maintain of the acguired
real estales and assigns these activities to its servicing company. Thersfore, the participation of the members of the Board
af Direciors in other companies weould not obstruct their work as mambers of the Board of Directors of the Company,

» The Company has not imiled the number of conseculive mandates of its independsnt member.

« The Company doss not foresee payment of additional incentives to fixed remuneration of the Directors, According to the
adopled policy for the remuneration of members of the Board of Directors, the Company does not pay variable
remuneration or provide such in the form of shares, stock oplions or other righls to acguire shares. The amount of
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remuneration of the Board of Directors of the Company is determined so that 1) the Directors are not encouraged to take
risks exceading the narmal acceplable level of risk in carrying out their activities; (i) it will meet not only the shori-term, but
also ihe medium-lerm and long-term goals and interests of the Company: (i} the Company will be able lo hire
professionals, who will participate in the management of the Company while avoiding possible conflicts of interast betwaen
the Company and ils Directors.
4. As for the description of the main features of the internal control system and the risk management systerm of the issuer in
relation to the financial reporting process: as staled below in this report the Company has no separate unit for internal control,
This function is perfarmed by the Audit Committes. Parl of the control activities af the Audit Committes include review of guarterly
financial statements and the accompanying notes to the financial statements, for the accuracy, completensss and compliance
with appropriste accounting principles prior te their publication; review of the financial palicy of the Company; review the
adequacy of accounting and financlal services; overseeing the work of the regisierad independent auditor and others. An
axemplary result of the effectivensss of the internal control system is ihe timaly preparation, disclosure and publication of
financial stalemeants of the Company befare the Financial Supervision Commission, a trustes bank, Bulgarian stock exchangs
and the pubiic. The company has a set of internal palicies and rules for risk management - including its sccounting policies
presented in the notes to the financial statements, Part of the internal control and risk management sysiems are also the
meetings conducted with the experts engaged by the servicing company. Risk manageament is also linked to the efforts and the
sarly actions carried oul, as far as itis possible, in arder to forecast, identify and conlrel the risks
5 As for the information under Article 10, para 1, latter gt g U, "hY and i of the Direclive 2004i25 (EU of the Eurcpzan
Parliament and of the Council of 21 April 2004 on take-over bids: such information, as far as it is applicabls to the Company,
sauld be found balow in item 4 Controlling shareholdsrs, flem 9 Voling rights restrictions, item 11 Appointment of the Board of
Directars and amendments and supplements of Bylaws and itern 12 Powers of the Board of Directors. In addition ta the above.
during the period January 1, 2017 - December 31, 2017 the Company has not recsived nolifications, from individualz or legal
antities, reporting an acquisition or & sale of shares of the Company, as a rasult af which the voling right of an individual or a
legal antity reached, exceed or f=ll below one of the Tollowing threshaold: 10%, 20%, 143, 50% and 2/3.
8. With respect fo the compesition and functioning of the administrative, management and supervisory bodies and lheir
committess: The Company has cne-tier management system and il is managed by a Board of Diractors whereas iis members
are as follows; Boyan lkenomov, Kostadin Patkov and Stanislava Kuyumdjieva (Yordan Chompaloy till Juby 2017} The powers
of Board of Directors are described in item 12 balow,

SHARES OF THE COMPANY
1. Capital structure

Share Capital (item 1, Appendix 11 to Ordinance 2 of FSC)

A1 31 December 2017, the Company has outstanding share capital of BGN 2.100 thousand comprising of 2,100,000 shares,
sach with & nominal value of BGN 1, All the issued and cutstanding shares are fully paid-up, During 2017 thers were no changes
in the numbar of shares outstanding.

ERG-3 has a single clags of ordinary shares, representing 100% of its registered capital, Each of the shares ranks pari passu
amongst thamselves, with no preferential rights attached to any of the shares. Each share entitles its holder to one vota at &
general meeting of shareholders, to dividends when declared and to participate in a liquidation of the Company in proportion 10
the nominal value of the share. The Company does not have nen-listed shares,

Tha following table shows the issued and cutslanding share capital of the Company at the dates indicated:

Mumber of Paid-up share capital
issued shares {thousand BGN)
31 December 2016 2,100,000 2,100
31 December 2017 2,100,000 2,100

Pre-emption Rights

Ezch holder of shares has pre-emptive rights to subscribe for any new shares or converiible bonds issued by the Company pro
rala to its existing holding of shares. The number of shares raquirsd o subscribe for one new share or converiible bond must
be specified in the shareholder resolution approving the share capilal increase. Under Bulgarian law, pra-emption rights may
not be removed in any way, unless those pre-semption rights are automatically removed by operation of Bulgarian law, which
oecurs whenever shares are issued for the following purposes: (i) to be sllotied to holders of interests in anothar company &3
part of a merger or a non-cash tender offer for the shares in that company, (i) to be allotled to holders of convertible bonds ar
warrants due to fhe conversion of those instrumeanis.
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If the capital increase is authorized by a shareholder resolution, the pre-emption rights accrue Lo lhose persons registered as
sharenolders at the Ceniral Dapository on the ex-dividend date, i.e. 14 days following the data of the shareholders' resolution,
If the capital increase is authorized by a resolution of the Board of Directors, the pre-empiion rights accrue to those persong
renisterad as shareholders at the Cenfral Depository on the seventh day after the publication of the announcement of the rights
issue pursuant 1o the terms and conditions of the Public Offering of Securities Act. On the business day following the ex-dividend
date (or the seventh day afler the announcemsnt, as appropriaie} the Central Depository opens rights accounts in the name of
the relevant sharsholders based on the register at the Cenfral Depositary at such date,

The first date on which pre-emption rights may either be; (1) exercised o subscribe for new shares or converlible bonds; or (2)
traded on the BSE is required 1o be specified in the announcement of the rights issue. The final date for the exercise of pre-
emption rights must be between fourteen and thirty days from the date sel for the first exercize of such rights. All rights not
exercised within this time must be offered to the public by means of an auction organized by the BESE five business days after
the final date on which rights may be traded. This auction is open for a period of one day. Any right acquired pursuant to the
auction could be exercised within fen business days of the auction.

2, Restrictions on Share Transfers (item 2, Appendix 11 to Ordinance 2 of FSC)
In general there arg no limitations on the transfer of the shares and shareholdars do nol nesd the approval of the Company or
of any olher shareholder in arder to do so.

3, Pringipal Shareholders {item 3, Appendix 11 to Ordinance 2 of FSC)

The following table seis out details, insofar 2s thay are known 1o the Company, of the interests in shares held by persans who
are directly or indirgctly inlerested in five per cent or more of the Company's issued share capital at the date of this document.

At 31 December 2016

Mumber of sharos | % of Voting shares
siarghotder Owned at 31.12.2017 at 31.12.2017
America for Bulgaria Foundation ("ABF") as the receiver of the assets of the 1,026 700 49.37
Bulgarian fkmer'tuan Emterprise Fund {"BAEF" q[_ihn_a_‘Fund"‘,n Rt '
Frank Louis Bauer 165,508 7.BE
Michasl David Hunsberger 124,500 5,93

Save as disclosed in the table above, the Company is not aware of any persen who is helding directly or indirectly 5% or more
of the Company's registered share capital

Mone of the Company's shareholders have different voting rights from any other holder of shares in respect of any shares held
by them

4. Controlling Shareholders (item 4, Appendix 11 to Ordinance 2 of F5C)
Mo sharehclders of the Company exercise any special controlling rights,

By virtue of the Company's bylaws the genaral meeting of the shareholders has a quorum if & least 50% of the valing shares
are presentad. Pursuant to the provisions of the Company's bylaws cerlain decisions of the shareholders’ mesating are taken
with majority of %4 of the shares representad st the general meeting. Unless otherwise provided by law or by the Company's
bylaws the decisions of the general meeling are laken with a $0% majorily of the shares represented at the general measting,
These provisions set forth higher majorities than those generally required in the Commercial Acl.

5, Remuneration of the Members of the Board of Directors

In 2017 Directors received gross remuneration from ERG-2 in the amount of BGN 18,000 {excluding WAT) bassd on the
decisions of the AGM. According to these decisions sach member of the Board of Directors receives gross remuneration in the
amaount of BGN 500 per manth, Save for these payments the Company has not made any other paymenis 1o ils directors in
whatever farm.



6. Employees and Directors as Shareholders

Company's directors {Boyan lkonomaov and Kostadin Petkov) hold certain interest in the Company's shares, which is equal to
1.16%: of its share capital at 31 December 2017, The single employes of the Company does not own any shares. Each director
and employee votes his shares on hislher own and the Company is not aware of the existence of any cantrol system imposing

voting limitations. {item 8, Appendix 11 to Ordinance 2)

The Company is not aware of any shareholder agreemant, restriclion or limitation being imposed on directors ar employees in
voling their shares. Each shareholder exercises hisfher voting right or may choose te authorize a third party of ils own choice to
vote by proxy. The Company is nol aware of any direclors’ or emplayses’ shares being blocked or restricted. The tahle below
provides information on direcior's and their respective representalives’ dealings with Company's shares in 2017:

Shares owned on 31 Wet purchases [sales) of

Shares owned on 31

Dimctir_ December 2016 Company shares Decomber 2017
Kostadin Pelkov 17,000 - 17.000
Yordan Chompalov till 03 July 2017 = — -
Staniglava Kuyumdjieva from 03

| July 2017 ) )

| Boyan Ikanemev 7,450 . 7,450

Direclors do nol have any special righis or privileges to acquire securities issued by the Company

7. Directors as owners of heneficial interest in other legal entities or as Directors

7.1 Yordan Compaloy ifrom 0707, 20107 I 03,07 2017)

7.1.1. Does not participate in any trade company as a general partner with unlimited liability;

7.1.2. Owns more than 25% of the capital in the following companies:
-'DTTr 0D,
7.1.3. Does nol serve as director in other companies

7.2 Stanislava Kuyumdjieva (as of the date of this report)

7.2.1. Does not parlicipate in any trade company as & general partner with unfimited liability;

7.2.2, Does nol own more than 25% of the capital in a trade company;
7.2.3, Serves as directorfmember in the following companies:
- Pizza Lab AD, bdember of the Board of Directors.

7.3, Kostadin Petkov (as of the date of this report)

7.3, Doss nol parlicipate in any trade company as a general paringr with unlimited liability;

7.3.2. Owns more than 25% of the capital of the following companies:
- MMTT Petkov Engineering EQOD,
7.3.3. Serves as director/member of board in the following companies:
- MMTT Petkov Engineering EQOD;
- Association "Institute for interdisciplinary researches and technologias”;
- Foundation "Center for economic sfrategy and competitiveness”;
- Association "Red hearts”,
- Association "Basketball club Sofia”
7.4, Boyan lkenomov (as of the date of this report)

7.4.1. Does not participats in any trade company as a general partner with unlimited liakility;

7.4.2 Owns more than 25% of the capital of the following companies,
- MM Consult EQQOD;

7.4.3. Serves as dirsctormember of board in the following companies:
- KMN Consull EQOD;

g8. Conflicts of interest

In 2017 none of the Directars has entered into any agreements with the Company outside of its scope of activity or on ferms

and conditions different from these pravailing on the market,

8. Voling Rights Restrictions (item 6, Appendix 11 to Ordinance 2 of FSC)

The Company is nol aware of any restrictions or limitations on voting rights on any grounds. A limitation may arise by law

ragarding voling on certain deals with interested parties as stipulated in article 114 of POSA.
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10.  Restrictive Shareholder Agreements (item 7, Appendix 11 to Ordinance 2 of F5C)

The Company is net aware of any agreements between any of its shareholders that might lead to restrictions in transferring the
Company's shares or in exercising voling rights.

11. Appointment of the Board of Directors and amendments and supplements of Bylaws (item 8, Appendix 11 to
Ordinance 2 of FSC)

The by-laws of the Company provide for a one-tier management system consisting of 2 Board of Directors, Members of the
Board of Directars may be either individuals or lagal enfities,

Board of Directors

Bulgarian law and the Company’s bylaws provide thal the Board of Directars must consist of &t feast three and not mere than
seven persons. The members of the Board of Directors may be appointed and dismissed by a resolution passed by a majority
of % of the shareholders in general meeting. Under Bulgarian law at least one third of {he members of the Beard of Direclors
should be independent {i.e. {i} not being an employes of the Company. (il nol being a majority shareholder or a person related
to the Company, (i) nel being in a long-term commercial refaticnship with the Company, {iv) not being a board member,
procurator or employea of an entity under (i} and (i} or (v} being related to another member of board of the Company).

Tha Company's by-laws provide that & quorum of at lzast half of all Board members is necessary for a valid maeeting and for
passing of resolutions. Unless otherwise provided by law or by the Company’s bylaws the decisions of the Board are taken wilh
simple majority of Board members.

The Board has authorized the Executive Director to represent the Cempany and to take responsibility far its daily operations.

Board members may be re-slectad without limitation and may be dismissed at any time by the Shareholders meeting. A board
mamber may resign and require lo be deregistered as a Board member in the commercial register with notice in wriling
gddressed to the Company,

Amendments or supplements to the hylaws

The Company's by-laws provide that the shareholder resolution to amend or supplement the by-laws requires the approval of
% of the voling shares present at the meeting. The Financial Supervision Commission has he power to issue a "stop order” or
a compulsary instruction or injunction to the Company if any resolulion of the shareholders in general meeating or resolution of
the Board of Directors is found to be illegal, The Financial Supervision Commizsion alone may make such an order if a resolution
of the Board would be defrimental to the interests of sharehelders or other investars,

Amendments and supplements to the by-laws of the Company are anly effective at the daie of the registration of the resolution
at the Bulgarian commercizl register

12, Powers of the Board of Directors (item 9, Appendix 11 to Ordinance 2 of FSC)

Ths Board of Direclors is responsible for securing the lawful and viable cperation of the Company. It resolves on all issues that
are not of the exclusive competence of the General meeting of the sharsholders. The Board of Direclors reports an its activities
1o the General Meeting of the Shareholders.

The mast important resolulions of the Board of Directors are listed below:

+ conclude, terminate and rescind agresments with the Depository Bank;,

« control the execution and performance of the agreements with the Servicing Company/ies and with the Depository Bank;

« take decisions o invest the Company's free funds in accordance with the requirements and the restrictions set forth by
the Law on Companies with Special Investment Purpose, the By-laws and the current legislation;

+ take decisions fo take bank credils and conclude loan agreemaents with banks:

{a) for acquisition or complation of real estate for securitization including loans which for the current year amount to more
than 1/2 of the lolal assels of the Company acceording to the certified financial report, and

ik} in the amount of up to 20% of the book value of the total assets of the Company which loans shall be used for paymeant
of interest and anly if the term of the loan is not exceeding 12 menths;

« take decisions for providing collateral to the loan agreements under the above item including the case when the amoun
of the collateral for the current year exceeds ¥ of the tolal assels of the Company as per the certified financial report;

+ take decisions to invast up to 10% of the registered capital of the Company in a servicing company,

«  glect and dismiss an executive director/s;



+ take decisions for issug of honds under the terms and conditions of Art, 13, para. (3) and (4) of lhe by-laws.
+ Based on proposals from the Servicing Companyfies decides on acquisitions and sales of real esiafe invesimenis within
the limitations of the Law and the By-laws

The Board of Directors resolves on all issuss that are not of the sole competence of the Genaral Meefing.

Unlike the other public companies the companies with special investment purpose are nol allowed by law Lo buy-back their own
shares under the conditions of art. 111, {5} of POSA.

13, Agreements Representing a Takeover Defense {item 10, Appendix 11 to Ordinance 2 of FSC)

The Company is not aware of any agreements thal shall become in effect, supplemented or cancelled in the event of change in
control or a takeover bid,

14, Agreements on Severance Packages in Casc of Termination of Employment (item 11, Appendix 11 to Ordinance 2
of FSC)

The Company is nol aware of any arrangements belwsen the company and its directors or employaes that may result in extra
paymenis, bonuses ar other compensation in case of lermination of employment, dismissal or cancellation of employment
without any legal grounds ar dug to & fakeover kid,

ADDITIONAL INFORMATION (APPENDIX 10 TO ORDINANCE 2 OF FSC)

1. Main goods and services

ERG-3's main activity is managing and/or developing and leasing andfor sale of the properties it owns.

2. Rovenue by type of activity, geography and main service providers

In 2017, there is no revenue from sales of investment properties.

The revenue of the Company for 2017 is mainly from renting Varna propery under shori-term lease agreement with a lease
ferm up to July 31, 2018 — BGN 107 thousand,

Curing 2017 the total amount of expenses of tha Company are at the amount of BGMN BY95 thousand, of which 74.4 % represent
interest and expenses related to the bond issue maturing on 21 February 2021 and 5.25% represent expenses for the servicing
campany,

3. Significant deals in 2017

Flzase refer to Acquisitions and disposals of real estate investments in 2017 and Lease agreements executed in 2017 above,

Except for the deals described in these paragraphs, during 2017 the Company has not executed olher deals that are significant
o its operations,

4, Deals or proposals for deals with related parties
There wers no such new deals in 2017,
85, Unusual events with significant impact on the activitios

In 2017 there wera no unusual events that could have a material impact on the activity of the Company. its Tinancials and resulis
from operations safe for the ones disclosed in this document.

6, Off-balance sheet commitments
Al off-balance sheet assels or liabilities are disclosad in {he Motes 9, 8 and 9 to tha financial statements.

7. Ownership of other legal entities



ERG-3 doss not own shares or any other cwnership interest in other companies,
8. Loans of the Company, extended guarantees or other assumed obligations

At 21 December 2017 ERG-3 has one listed bond issue with details provided in this report and in Note 7 to the Financial
statements,

The Company is prohiited by law to and it has not extended any guarantees to any third party,

9. Loans by the Company

By law ERG-3 is not allowed to provide loans to any parly and in 2017 the Company has not entered in such deals,
10. Use of funds from a new issue of securities

In 2077 the company did not issue any new sacurities.

11, Comparison of financial results with prior earnings forecasts

ERG-3 does not publish earnings forecasts,

12, Capital budgeting, liability management, threats and measures

ERG-3's policy in managing its financial resources is adequate and the Company has sufficient resources to service is
ohligations and 1o fund its activities. For delails, please see above the sections on Liquidity and Capital Resourcss,

13. Planned investments and their funding

The information is in section 7. Expected developmeants and plans for 2018 above.

14. Change in governance principles and in the group companies under the Accountancy Act of the Company

There were no changes to ERG-3's governanse principles.

15. Internal control and risk management

ERG-2 does not have a separate Internal contral unit rather this funclion is exercised by the Board of Directors, The Company
has an internal sel of policies and rules for risk management, including ils accounting policy, presented in the notes to the
Financial Statemanis,

16. Changes of the Board of Direclors (item 16, Annex 10 to Ordinance 2 of the FSC)

During 2017 the following changes are made in ihe Board of Directors of the Company:

With a resolution of the General Meeting of Shareholders held on 03.07 2017, Yordan Nikolov Champalov was discharged as
an independent member of the Board of Directars of the Company and In his position was glected Stanislava Antonova
Kuyumdjieva as an independent member of the Board of Directors of the Company,

17. Remuneration of the Board of Directors

Curing 2017 the members of the Board of Directors received gross remuneration from ERG-3 in the amount of BGN 16,000 {nat
al VAT For mare details, pleass see the section on Corporate Governance shove.

18. Shares owned by Directors

The Company has & single class of shares and it has not issued any options. For more details on Directars ownership of shares,
pleaso sea the section on Corporate Governance shove.

14. Possihle change in control

The Company is nol aware of any negoliations or agreemeants that may result in changs of ownership of its shares held by
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current shareholders,
20, Court, administrative or arbitrage procedures

The Company is nat & party to any pending, court, administrative or arbitration proceedings, regarding receivables or
obligations exceeding 10% of its shareholders' equity.

21, Investor relations officer
Svetozara Stoyanova-Tavityan
3 Shipka Str.
Sofia, 1504

T: +3E0 2 9458 92 11
F:+350 2 943 35 90

E: ergcapital3i@baifinvest com

CHANGES IN THE PRICE OF THE SHARES

According to infostock.bg between 1 January 2017 and 31 December 2017, 3047 shares of the Company were traded for a
total value of BGN 18,044 at prices ranging between BGM 5.00 and 6.00 per share. During the pariod the Company's shara
price remainad relatively constant, but with a low traded valume. The last deal al BSE-Sofia for 2017 was executed on 29
Dacember 2017 for 5 shares at BGN 5.90 per share,

Exacutive Direclor




