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(established as a special-investment-purpose joint-stock company in accordance with the laws of the
Republic of Bulgaria, having its registered address at: 3A Nikolay Haytov str., 1% floor, Izgrev district, Sofia,
registered in the Commercial Register under Uniform Identification Code 131350366)

Public offering of 20 150 000 (twenty million one hundred and fifty thousand) ordinary registered
shares having a par value of BGN 1 and issued value of BGN 1.90 per share

This document represents a prospectus for public offering (the “ Offering”) of 20 150 000 new ordinary
shares, issued by “Bulgarian Real Estate Fund” REIT (“New Shares” or “Offered shares”, respectively
“Bulgarian Real Estate Fund”, the “Company“ or the “Issuer”), each having a par value of BGN 1 and an
issued value of BGN 1.90 (the “Offering”). The Offering shall be carried out on the basis of a prospectus in
the form of a single document, as set out in Article 5(3) of Directive 2003/71/EC of the European Parliament
and of the Council (the “Directive on Prospectuses™), which prospectus is approved by the Financial
Supervision Commission (“FSC”) in accordance with the Public Offering of Securities Act (“ZPPTsK”).
Immediately after the registration of the New Shares in the Commercial Register, Central Depository AD and
the Financial Supervision Commission, an application shall be filed for the admission to trade of the New
Shares at the Bulgarian Stock Exchange.

Investing in the securities presented in the present Prospectus is related to a high risk, which is
typical of equity instruments, as well as a risk related to the Company’s business. The risks that
should be taken into account when deciding to invest in the Offered Shares are described in the
“Risk Factors” section of the present Prospectus.

The present Prospectus is not a proposal for subscription or call for offering subscription of the Offered
Shares by persons in any jurisdiction where the making of such an offer or call to such persons would be
unlawful. The public offering of the Offered Shares shall only take place on the territory of the Republic of
Bulgaria.

The investors also acknowledge that: i) the do not rely on First Financial Brokerage House EOOD (FFBH)
Sofia International Securities AD (SIS) or on persons related to them, in relation to the examination of the
accuracy of any information contained in the present Prospectus, or to their investment decisions; ii) they
only count on the information contained in the present document, and no person has been authorized to
present any information or to make any representations in relation to the Company or the Offered Shares
(other than the ones contained in the present Prospectus), if any have still been made, this different
information or representations must not be considered confirmed by the Company or by FFBH, or by SIS.

The date of this Prospectus is 5 June 2018

THE FINANCIAL SUPERVISION COMMISSION HAS APPROVED THE PRESENT PROSPECTUS WITH
DECISION NO. 619 OF 15.06.2018, WHICH IS NOT A RECOMMENDATION TO INVEST IN THE
OFFERED SHARES. THE FINANCIAL SUPERVISION COMMISSION SHALL NOT BE LIABLE FOR THE
ACCURACY AND THE COMPLETENESS OF THE DATA CONTAINED IN THE PROSPECTUS.

LIABILITY

“Bulgarian Real Estate Fund” REIT, in its capacity of an issuer of the securities, and investment
intermediaries First Financial Brokerage House EOOD and Sofia International Securities AD, in their capacity
of managers of the Offering (“Managers*), hereby assume the liability for the completeness and accuracy of




the information contained in the Prospectus. The Board of Directors of the company, the manager of FFBH
and the representatives of SIS hereby represent that to the best of their knowledge the present Prospectus
contains all the information about the Company that is material in the context of the Offering and nothing that
may have an impact on its accuracy or completeness has been omitted. In addition, according to Article 81,
paragraph 2 of the Public Offering of Securities Act, the company’s representatives, First Financial
Brokerage House EOOD and Sofia International Securities AD represent that the Prospectus satisfies all
conditions of the law. They believe the opinions, presumptions and intentions contained in the present
Prospectus in relation to the Company, as these have been reached having taken into account all important
circumstances on the basis of reasonable admissions.

The members of the Board of Directors of the Company, FFBH and SIS will, through their representatives,
be jointly and severally liable for any and all damages that may have been caused by wrong, misleading or
incomplete data in the Prospectus. The persons responsible for the preparation of the Financial Statements
(see “Additional Information — Preparation of the Financial Statements”) will be jointly and severally liable
with the persons referred to in the preceding sentence for any and all damages caused by wrong, misleading
or incomplete data in the Company’s financial statements, and the Company’s auditors (see “Additional
Information — Independent Registered Auditors”) — for damages caused by the issued auditor’s reports on
the Company’s financial statements audited by them. Considering this, the above persons have represented
the respective circumstances in accordance with Article 81, paragraph 5 of the Public Offering of Securities
Act and have submitted these declarations to the Financial Supervision Commission. Data for the persons
referred to in Article 81, paragraph 5 of the Public Offering of Securities Act is set out in the end of the
present document.

IMPORTANT INFORMATION

Capitalized terms used in the present Prospectus, which are not otherwise defined in the document, shall

have the meaning attributed to them in “Abbreviations and Definitions”. “Abbreviations and Definitions” shall
also contain an explanation of certain terms used in the Prospectus.

” oo« ” oo«

Unless otherwise set out or implied, in the Prospectus the terms “we”, “us”, “our” and the like will refer to
“Bulgarian Real Estate Fund” REIT.

Unless otherwise set out, any reference to allegations concerning the expression of assurance, knowledge,
expectations, forecasts and opinions of the Company or of the management shall refer to the Board of
Directors.

Neither the Company, nor FFBH, or SIS provide any warranty about the lawfulness of the investment in the
Offered Shares on the part of any investor.

The present Prospectus is intended to provide information to potential investors in the context and for the
only purpose of assessing a possible investment in the Offered Shares subject of this document. It contains
selected and summarized information, does not express a commitment or acknowledgment, or waiver of a
right and does not create any direct or indirect rights to any person other than to a potential investor in the
context of the Offering. The Prospectus may not be used otherwise than in relation to the promotion of the
Offering. The contents of the present Prospectus may not be regarded as interpretation of the Company’s
obligations, of the market practice or of the contracts entered into by the Company.

Potential investors are explicitly informed that investing in the Offered Shares involves a financial
risk and hence they should read the present Prospectus in its entirety and in particular the “Risk
Factors” section, when considering an investment in the Offered Shares. When making an
investment decision, potential investors must rely on their own survey and the information contained
in the Prospectus, including the benefits and risks related to investing in the Offered Shares.

Any decision for investments in the Offered Shares should only be based on the present Prospectus (and
any appendices to it), bearing in mind that any summary or description contained in the present Prospectus,
or legal provisions, accounting principles or comparison of such principles, corporate structure only serve for
informative purposes and should not be regarded as legal, accounting or tax consultation for the
interpretation or application of such provisions, information or relations.



Except for the cases provided for in imperative legal provisions, no person is authorized to submit
information or make representations in relation to the Offering, other than the ones contained in the present
Prospectus and if such are submitted, this information or representation must not be considered given with
the authorization of the Company or FFBH, or SIS.

The Company has filed for approval the Prospectus to the Financial Supervision Commission. The
Prospectus is drawn up in accordance with the Public Offering of Securities Act, Regulation No 809/2004
and other applicable legal instruments regulating the public offering of securities in Bulgaria.

The contents of the present Prospectus should not be regarded as legal, financial or tax consultation. The
investors are recommended to consult their own legal consultant, independent financial consultant or tax
consultant on legal, financial or tax issues.

Neither the submission of the present Prospectus, nor any offering, sale or transfer made on the basis hereof
after the present date, shall under any circumstance bring about the presumption that changes have not
taken place in the condition of the company after the present date or that the information presented in the
present Prospectus is in its entirety up-to-date as at any date after the Prospectus date.

In relation to the Offering, the Managers acting as investors on their own account may acquire Shares and
may, in this capacity of theirs, retain, purchase, sell, offer on sale or otherwise dispose on their own account
of these securities, other securities of the company or other related investments in relation to the Offering or
otherwise. The Managers do not intend to reveal the amount of such investments or transactions otherwise
that in compliance with the legal obligations to do so.

PRESENTATION OF FINANCIAL INFORMATION

Unless otherwise set out, the financial information in this document is drawn up in compliance with the
International Financial Reporting Standards (“IFRS”).

Anyone considering the acquisition of Shares should rely on their own survey of the Issuer, the conditions of
the Offering and on the financial information in this document.

Certain data contained in this document, including financial information, have been subject to rounding and
approximations. In this respect, in certain isolated cases, the amount of the numbers in a column or line in
tables, or percentage calculations contained in this document, may fail to accurately match the total figure
written in the respective column or line.

PRESENTATION OF MARKET AND ECONOMIC INFORMATION

The market, economic and industrial information used in this document was derived from different
professional and other independent sources. The accuracy and completeness of such information are not
guaranteed.

The information contained in this document, which relates to the industry, in which the company and its
competitors operate (which may include evaluations and approximations), was derived from publicly
accessible information, including publications and announced information in accordance with the
requirements of the effective securities legislation and other legal instruments. The Company hereby
acknowledges that such information is correctly reproduced from its sources and, to the best of its
knowledge and as far as it is able to establish, no facts are omitted that could present the reproduced
information in an inaccurate or misleading way. Still, the Company relied on the accuracy of this information,
without conducting an independent investigation. Certain information in this document regarding Bulgaria is
derived from documents and other official, public and private sources, including of players on the capital
markets and in the financial sector in Bulgaria. One should not consider that there is complete identity in the
presented information among all of these sources. In relation to this, the Company only assumes liability for
the correct reproduction of extracts from the respective sources of information. The Company does not
assume additional or any other liability with respect to the reproduced information.



THE INFORMATION FROM THE COMPANY’S WEBPAGE

Except for the documents that the prospectus refers to, the contents of the company’s webpage are not a
part of this Prospectus.
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1. SUMMARY
Section A — Introduction and warnings
A1,

The present summary should be regarded as an introduction to this Prospectus. It contains information
that can also be found in other sections of the Prospectus. It should be highlighted that this summary
is not exhaustive and does not present all the information that is material for the potential investors in
order to decide whether or not to invest in the Offered Shares. Before making an investment decision,
the potential investors must carefully read through the entire Prospectus. In case that an investor
brings a claim with respect to information contained in the present Prospectus, the investor-plaintiff
may have to assume the costs for the translation of the Prospectus before the commencement of the
judicial proceedings. The persons who have drawn up the Summary bear civil-law liability in case that
it is misleading, inaccurate, non-corresponding to the other parts of the prospectus or, when read
together with the other parts of the Prospectus, not providing the key information that would help
investors in deciding whether to invest in the securities.

A.2. Consent on the part of the issuer or of the person responsible for the drawing-up of the
prospectus to the use of the prospectus upon a subsequent resale of or final placement of
securities carried out by financial intermediaries.

It is not applicable to the present issue and therefore there is no consent granted on the part of the
issuer or of the person responsible for the drawing-up of the prospectus, to the use of the prospectus
by third parties in relation to a subsequent resale or final placement of securities by investment
intermediaries.

Section B — Issuer

B. 1. and B. 2. — Firm and commercial name, seat and legal form of the issuer. The right
governing the issuer’s activity and state of registration.

Name and legal form: ,Bulgarian Real Estate Fund" REIT

Bulgaria, Sofia (capital) region, Capital municipality,
Seat and registered address: 3A Nikolay Haytov str., 1% floor

Izgrev district, 1113 Sofia

Uniform ldentification Code: 131350366

The Company is established on 14 October 2004. On 08 December 2005it received a license from the
Financial Supervision Commission and started its activity as a special-investment-purpose joint-stock
company. On 18 February 2008 it was re-registered in the Commercial Register kept by the Registry
Agency. The existence of the Company is limited in time until 11 December 2029 pursuant to the
provisions of the Articles of Association.

The Company is public and functions in accordance with the Bulgarian legislation, in accordance with
the Special Purpose Vehicles Act, the Public Offering of Securities Act, the Commercial Act, the
respective statutory instruments, and in accordance with the provisions of the Articles of Association
and other internal acts, as well as in compliance with the applicable European legislation.

B. 3. Description of the nature of the main activity and the current operations of the issuer and
the related key factors.

The corporate objectives of “Bulgarian Real Estate Fund” REIT are: investing cash raised through
issue of securities in real estates (real estate securitisation) through the purchase of ownership right
and other in-rem rights in real estates, performance of construction works and improvements in them
for the purpose of their being granted for management, letting on lease, leasing, rent and/or their sale.



The Company has a relatively diversified portfolio of assets (10) divided into various sectors of the real
estate market in Bulgaria.

Investment projects of BREF

Historical value as at 31

Book value as at 31

Project e December 2017, BGN ‘000
Doverie-Bricolage Commercial areas 20 324 22 673
Agriculture land Agriculture land 114 487
Residential building — Borovets Residential areas 3311 1529
Office building — Business Park Sofia Office areas 14 505 16 904
Office building — Kambanite Office areas 17 414 21578
Holiday village — Lozenets Plot 4 409 4 455
Investment properties — Veliko Tarnovo Plot 376 1221
Investment properties — Vidin Plot 589 1234
Investment properties — Mladost 4 Plot 9422 3467
Office building — Sofia Tech Park Under development 10 056 9794

Source: Audited annual financial statement for 2017; the Company

The main competitive advantages of BREF are the long history on the Bulgarian market, the
management quality, the development strategy and the quality of the service offered.

In 2017 the revenues from operations are in the amount of BGN 15 004 thousand, + BGN 6 053
thousand more compared to 2016 and the profit from the operations for 2017 is BGN 5 363 thousand,
or BGN 1 164 thousand more than 2016. In 2017 the Company’s assets increase by BGN 2.1 million
mostly as a result from positive net real estate revaluations. For information about the results from the
company’s operations, please see “Operating and Financial Review”.

There are no exceptional factors that have considerable influence on the Company’s activity and main
markets.

BREF Key indicators

The amounts are in BGN ‘000 2017 31/03/2018

Incomes 4878 8 951 15 004 1662
Profit 2 009 4199 5363 995
Assets 72 609 84 837 86 951 87 686
Net assets 67 196 69 908 74 584 75579
Investment costs 5460 8 366 10785 51

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statement for the first quarter of
2018

B. 4a — Current trends affecting the issuer and the sectors, in which it is active.

The Company’s incomes for 2017 increased by 67.6% compared to the previous year, both as a result
from the growth of the incomes from sale of investment properties, and due to the higher incomes from
rents and management fee (the fee collected by BREF from its clients for maintaining the real estate).
The latter increased by 47.5% compared to the preceding year due to the completion of the
construction of the Kambanite Green Offices project in the end of 2016 and the conclusion of a
contract with the lessees Adecco Bulgaria,Konica Minolta and Victoria G. The Company’s profitability
improvedas the man reasons for this being the higher rent incomes and the positive net revaluations of
real estate reflected in the Company’s report. On the other hand, the effect on the end accounting
result from the performed real estate purchase and sale transactions is negligible because their book
values have already reflected the respective market prices. In the first quarter of 2018 the incomes
preserved its positive trend reporting a 9.1% growth, while the expenses were down by 4.4% and as a



result the profit increases by 20.6%. In the current year the main focus of the Company will be on the
implementation of the Office building project in Sofia Tech Park.

There is no considerable change in the financial or commercial position of the Company, which has
taken place since the end of the last published audited financial information for 2017 and/or since the
end of the last published unaudited financial information as at 31 March 2018.

The management believes that the financial prospects of the Company for 2018 are positive, as other
materials factors that could have any considerable influence on the current trends in the Company’s
development are not expected to appear.

B. 4b. - Description of all known trends affecting the issuer and the sectors, in which it is
active.

Not applicable.
B. 5. Group business structure
“Bulgarian Real Estate Fund” REIT is not a part of an economic group.

B. 6. — Persons having a direct or indirect interest with respect to the issuer’s capital or the
voting rights, the communication of which is required by the issuer’s national law, as well as
the amount of such parties’ interest. Voting right of the main shareholders. Direct and indirect
control.

The main shareholders, i.e. the persons holding directly at least 5% of the total number of votes of the
General Meeting, are:

NN Universal Pension Fund, seat and registered address: 49B Bulgaria blvd., Sofia, holds directly
1 367 256 shares of the capital having a total value of BGN 1 367 256, which provide 1 367 256 votes,
representing 6.79% of the capital of the company.

Universal Pension Fund DSK Rodina, seat and registered address: 3 Shipka str., Sofia, holds directly
1 281 461 shares of the capital having a total value of BGN 1 281 461, which provide 1 281 461 votes,
representing 6.36% of the capital of the company.

There is no other person holding directly or indirectly 5 and more than 5 per cent of the total number of
votes at the General Meeting.

None of the above specified shareholders has different voting rights in the General Meeting of the
Company.

B. 7. — Selected key financial information for past periods about the issuer

The tables below present selected financial data as at 31 December 2015, 2016 and 2017 and as at

31 March 2017 and 2018, derived from the audited annual financial statements for 2014, 2015 and
2016 and the unaudited financial statements for the first quarters of 2017 and 2018.

Statement of comprehensive income

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Incomes

Incomes from the sale of investment properties 259 2075 6 600 - -
Incomes from rents and management fee 3984 4187 6176 1509 1651
s'%tp%rrctﬂtsfrom changes in the fair values of investment 487 2 462 2111 ) _
Interest incomes 13 8 1 1 -
Profit from a derivative financial instrument 114 45 - - -
Other incomes 21 174 116 13 11
Total incomes 4878 8951 15 004 1523 1662
Costs



Book value of investment properties sold (327) (2 267) (6 599) - -

Direct operating costs related to investment properties (955) (967) (1 315) (262) (243)
Remunerations of the managing company (1 015) (1022) (1078) (261) (281)
Interest costs (202) (204) (353) (81) (86)
Remunerations of the Board of Directors (113) (110) (114) (25) (25)
Staff costs (55) (56) (56) (13) (13)
Other costs (202) (126) (126) (56) (19)
Total costs (2 869) (4 752) (9 641) (698) (667)
Profit for the year 2009 4199 5363 825 995

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018; the Company

Profitability

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Profit for the year 2 009 4199 5363 825 995
Change on an annual basis, % n.a. 109.0% 27.7% 82.1% 20.6%
Provisioned profit for dividend 1608 1487 687 n.a. n.a.
Change on an annual basis, % n.a. -7.5% -53.8% n.a. n.a.
Profit per share* 0.0997 0.2084 0.2662 0.041 0.049
Dividend per share* 0.0798 0.0738 0.0341 n.a. n.a.

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018; the Company; Calculations of FFBH

As evident from the presented data from the statement, the profitability of the Company has been
improving in the last 3 years, as the main reasons for this are the higher incomes from rents, including
the incomes from the Kambanite Office building (in 2016 and 2017) and the positive net revaluations
of real estates reflected in the Company’s statement. On the other hand, the impact on the end
accounting result from the implemented transactions of purchase and sale of real estates is minimum
because their books values have already reflected the respective market prices. As regards the
adjusted financial result for dividend distribution in 2017, the highest impact is caused by the
transaction for the sale of real estates in Mladost 4, as this negative adjustment is in the amount of 2
479 thousand and the adjustment from the net revaluations in the amount of BGN 2 111 thousand. In
2016 and in 2015 the adjusted financial results for dividend distribution was most impacted by the
adjustments from the net revaluations in the amount of BGN 487 thousand and BGN 2 462 thousand,
respectively.

Statement of financial position

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018

Long-term assets

Investment properties 66 635 68 965 81813 69 139 81 864
Equipment _ 4 9 4 8
Intangible assets 2 _ 7 - 6
Other financial asset 704 3 _ - -
Total long-term assets 67 341 68 969 81 829 69 143 81 878

Short-term assets

Commercial and other receivables 217 139 163 181 316
Materials _ _ _ 2 3
Deferred expenses 20 21 20 26 24
Cash and cash equivalents 3510 7634 3410 8 690 3936



Total short-term assets 3747 7794 3593 8 899 4279

Investment properties kept for sale 1521 8074 1529 8074 1529
Total assets 72 609 84 837 86 951 86 116 87 686
Equity

Capital stock 60 450 60 450 60 450 60 450 20 150
Premium reserves 6 345 6 345 6 345 6 345 46 645
Retained profit 401 3113 7789 3938 8784
Total equity 67 196 69 908 74 584 70 733 75 579

Long-term liabilities

Long-term interest-bearing loans 8917 9013 8 647 8720
Another long-term liability _ 154 _ 11 -
Total long-term liabilities 9071 9013 8 658 8720

Short-term liabilities

Short-term part of long-term interest-bearing loans 1886 1056 1140 1329 1152
Derivative financial liability 45 _ _ - -
Commercial and other payables 1874 3315 1527 3909 1548
Provision for dividends due 1608 1487 687 1487 687
Total short-term liabilities 5413 5858 3354 6 725 3387
Total liabilities 5413 14 929 12 367 15 383 12 107
Total capital and liabilities 72 609 84 837 86 951 86 116 87 686

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018; the Company

The main components of the total amount of the Company’s assets are investment properties (incl.
kept for sales), which are as at 2015, 2016 and 2017 respectively 93.9%, 90.8% and 95.8% of the
total amount of the assets. In 2017 the assets add BGN 2.1 million mainly as a result from the
performed net revaluations of real estates. The main elements in the structure of the Company’s
liabilities are long-term and short-term loans, which are as at the end of 2015, 2016 and 2017
respectively 34.8%, 66.8% and 82.1% of all liabilities. As at the end of 2017 the total liabilities
decrease by BGN 2.6 million due to the decrease of the commercial and other payables and of the
provision for dividends due.

Cash-Flow Statement

The amounts are in BGN ‘000 2016 2017 31/03/2017 31/03/2018

Cash flows from operating activity

Profit for the period 2009 4199 5363 825 995
Adjustment for reconciliation of the profit for the year with the net cash flows:

Non-cash

Net profit from changes in the fair values of real estates (487) (2462) (2111) - -
Interest incomes (13) (8) Q) Q) -
Interest costs 202 204 353 81 81
Profit from a derivative financial instrument (114) (45) - - -
(Profit)/loss from the sale of real estates 68 192 1) - -
Recognition of property written off in previous periods - (100) - - -
Depreciation costs 3 2 4 - 2
Written-off accrued obligations - (40) (81) - -
Written-off receivables 3 5 1 1 -



Written-off real estates 58 - - - -

Adjustments to working capital:

(Increase)/ decrease of commercial and other receivables (119) 78 (40) 593 (111)
Decrease/ (increase) of commercial and other payables 1359 281 (20) 477 (28)
Net cash flows from operating activity 2969 2 306 3477 1976 939

Cash flows from investing activity
Purchase of real estates and initial direct costs under operating

leasing (6046) (8603) (11272) (170) (51)
Deposits with initial maturity exceeding 3 months - - 704 - -
Purchase of equipment and intangible assets - 4 (16) - -
Advances received under preliminary sale contracts - 1369 - - -
Receipts from the sale of investment properties 259 2075 5231 - -
Interests received 6 2 17 17 -
Net cash flows from investing activity (5781) (5161) (5 336) (153) (51)
Cash flows from financial activity

Bank loans paid (1781) (1882 (826) - (280)
Bank loans received - 10000 1000 - -
Interests paid (168) (235) (348) (80) (82)
Dividends paid (1) (1608) (1 487) - -
Other receipts/payments from financial activity - - - 17 -
Net cash flows from financial activity (1 950) 6275 (1661) (63) (362)
Net (decrease)/increase of the cash flows and equivalents (4 762) 3420 (3520) 1760 526
Cash and cash equivalents on 1 January 8272 3510 6 930 6 930 3410
Cash and cash equivalents at the end of the period 3510 6930 3410 8 690 3936

Source: Audited annual financial statements for 2015, 2016 and 2017 Unaudited financial statements for the first quarters of
2017 and 2018; the Company

Capitalization and indebtedness

The table below contains information for the capitalization and indebtedness of the Company.

Capitalization and indebtedness, BGN ‘000 As at 31 March 2018

Total short-term obligations 3387
Guaranteed -
Secured 1152
Non-guaranteed/non-secured 2235
Total long-term obligations 8 720
Guaranteed -
Secured 8720

Non-guaranteed/non-secured -

Equity 75579
Capital stock 20 150
Premium reserves 46 645
Retained profit 8784
Ratios

Capital/liabilities 6.24
Current liabilities / Liabilities 0.28
Non-current liabilities / Capital 0.12

Source: the Company; Calculations of FFBH



B.8. — Selected key pro-forma financial information specified as such

The present prospectus does not include pro-forma financial information.

B.9. — Forecasts for the profit

The present prospectus does not include forecasts and evaluations of the profit.

B.10. — Description of the nature of all qualifications in the auditor’s report on the financial
information for past periods.

There are no qualifications in the auditor’s reports.

B.11. If the issuer’s working capital is not sufficient to satisfy the current requirements, an
explanation for this shall be attached thereto.

The Board of Directors represents that in its opinion the Company has sufficient working capital for
covering the current needs of the Company.

B.12 - B.50.
Not applicable

Section C — Securities
C. 1. — Description of the type and class of the offered securities

The subject of initial public offering are 20 150 000 ordinary, registered, book-entry shares of the
capital of the Company. The subscription shall be considered successfully completed if at least
10 075 000 offered shares are subscribed. The shares of this issue shall be of the same class as the
Company’s already issued shares and shall give equal rights to their holders. The shares from the
present issue, as well as the shares already issued by the Company, will have the following ISIN code
BG1100001053.

C. 2. — Currency of the issue of securities.
The securities are denominated in BGN.

C. 3. — Number of the shares issued and fully paid and issued but not fully paid. Par value of a
share.

As at the date of the present Prospectus the share capital of the Company amounts to
BGN 20 150 000 . The capital is distributed into 20 150 000 ordinary, registered book-entry shares,
each having a par value of BGN 1 and entitled to one vote. All shares are fully paid.

C. 4. Description of the rights related to the securities.

Pursuant to the applicable legislation and the Company’s articles of association, the property and non-
property rights of the holders of Shares include in particular:

= Right of disposal of shares — free disposal upon observance of the procedure legally
determined for this, as the restrictions on the transfer provided for in the Commercial Act for
physical securities shall not apply to the disposal of them, and the validity of the transfer
depends on its registration in the depository institution;

= Right of participation in the General Meeting and exercising of the right to vote — such right is
vested in any person registered in the registers of the Central Depository as a shareholder 14
days before the date of the general meeting;

» Right of pre-emptive (preferred) acquisition of new shares upon an increase of the Company’s
capital — every shareholder has the right to acquire new shares, pro-rata to the quantity of
existing shares such shareholder holds before the increase.



= Right to require information for the Company at the General Meeting — the Board of Directors
of the company is bound to respond correctly, exhaustively and on the merits to questions of
shareholders asked at the general meeting about the economic and financial condition and
commercial activity of the company, except with respect to the circumstances representing
insider information. The shareholders may ask such questions whether or not they are related
to the agenda;

» Right of defence against decisions of the company and defence of the shareholders’ rights —
pursuant to Article 74 of the Commercial Act, every shareholder may bring an action against
the Company for the cancellation of a resolution of the General Meeting when it is in conflict
with imperative provisions of the Bulgarian law or the articles of association of the Company,
as well as join a suit and pursue the claim even if the plaintiff abandons it or to withdraw it;
every shareholder may by a claim under Article 71 of the Commercial Act defend the right of
membership or separate membership rights of the shareholder, when violated by the
Company’s management body;

= Right of participation in the profit (right of dividend) — the right to receive dividends is vested in
the persons, registered in the registers of the Central Depository as shareholders of the
Company on the 14" day after the day of the General Meeting, on which the annual
accounting statement was adopted, respectively the six-month statement and a decision of
profit distribution is taken;

= Right of liquidation quota from the assets upon liquidation of the Company — in case of
liquidation of the Company, the assets remaining after the satisfaction or securing of the
receivables of the Company’s creditors are distributed among the shareholders pro-rata their
share in the share capital;

= Right to be given the invitation and materials related to the agenda of the convened General
Meeting before the conduction thereof — the Company is bound to announce the invitation in
the Commercial Register and to properly announce it to the public, at least 30 days before the
opening of the general meeting. The invitation and the materials at the general meeting are
published on the webpage of the Company for the time from the announcement thereof in the
Commercial Register until the end of the meeting;

= Rights of the minority shareholders — the shareholders holding jointly or severally at least 5%
of the shares have:

o The right to bring the Company’s claims against third parties in case of failure of its
bodies to act and right to bring claims against its bodies for damages caused to the
Company;

o Right to request convening of the General Meeting and inclusion of issues or draft-
resolutions on issues already included in the agenda,;

o Right to demand the appointment of controllers of the Company who will check all of its
financial documentation and prepare a report on their findings.

As a whole, the main rights related to the ordinary shares (right to vote, right to a dividend and a
liquidation quota) cannot be limited or removed.

The provisions of the applicable legislation, according to which these rights are conferred on the
shareholders, are imperative and hence the Articles of Association may vest additional rights in the
shareholders but may not rule out or restrict the rights provided for under these laws.

C. 5. Description of possible restrictions of the free transferability of the securities.

All shares of the Company belong to a single class — ordinary, book-entry and freely transferrable
shares, each entitling to one vote. Pursuant to the relevant legislation in force, the Offered Shares can
be freely transferred. Pursuant to Article 111, paragraph 3 of the Public Offering of Securities Act, the
shares of the public company are book-entry and the restrictions on the transfer, which are provided

8



for in the Commercial Act for physical shares do not apply to the disposal of them. Their transfer is
effective from the moment of its registration in Central Depository AD.

The Bulgarian legislation provides for restrictions on the transfer of shares blocked in the depository
institution, as well as of such, over which a pledge has been established or a distraint has been
imposed.

C. 6. Information whether the securities being offered are or will subject of an application for
admission to trader on a regulated market, as well as all regulated markets, on which the
securities are or will be traded.

The regulated market, on which there is an admitted issue of shares of the same class as the offered
shares of the increase of the capital of the Company, is Bulgarian Stock Exchange-Sofia AD, Special
Purpose Vehicles Segment. 20 150 000 shares of the same class are admitted to trade on this market,
which are the Issuer’s capital registered in the Commercial Register.

The Offered Securities will be offered for admission to a regulated market only on the territory of the
Republic of Bulgaria after the approval of the present Prospectus by the Financial Supervision
Commission and the respective resolution of the management body of Bulgarian Stock Exchange-
Sofia AD.

C. 7. Company’s policy with respect to dividends

Since the moment it is established ,Bulgarian Real Estate Fund” REIT complies with the requirements
of the Special Purpose Vehicles Act (Article 10) with respect to the distribution of no less than 90% of
the financial result determined in accordance with the rules of Article 10, paragraph 3 of the Special
Purpose Vehicles Act, due consideration being given to the requirement of Article 247a, paragraph 1 of
the Commercial Act. No change in expected in the company’s policy with respect to the distribution of
dividends.

C.8.-C. 22.
Not applicable.

Section D — Risks
I'. 1. — Key risks, specific for and inherent in the issuer or the issuer’s sector.

» The sector, in which the Company operates is characterized by cyclic recurrence. This
means that the Company’s results are dependent on the state both of the local and of the international
economy.

= The Company gains and will continue gaining a part of its incomes from the sale of the real
estates acquired or built by it. For this reason the market prices of the real property will have a
considerable impact on the Company’s profitability.

» The Company’s real estate rent incomes are dependent on the rent levels in the various
segments of the real estate market. Hence, a decrease in the rent levels will have a negative impact
on the Company’s incomes, while an increase in the rent levels would increase the incomes.

» Investments in real estates are characterized by higher difficulty and sometimes impossibility
to sell quickly the real estates with minimum transaction costs at the current market cost. For this
reason the Company will have limited opportunities to make quick changes in its real estate portfolio in
response to changes in the economic and other conditions.

= Pursuant to its Articles of Association the Company is supposed to terminate its existence in
2029 and, respectively, the risk related to liquidity is expected to be most pronounced in the end of the
Company’s life.



= As long as the entire amount raised from the capital increase is intended to be invested in
the Sofia Tech Park project, an increase of the design prices, construction-and-assembly work prices
and of the prices of construction materials, all things being equal, would have a negative impact on the
Company’s profitability.

= The Company will invest the raised capital in the Sofia Tech Park project. A considerable
time period is possible to pass between the receipt of the cash from the present procedure and the
investing as the construction is expected to end in 2020. For this period a part of the Company’s free
funds may be invested in bank deposits and securities authorized by the law. There is a probability
that the income received from these investments is lower than the one made in the investing in real
estates, which would decrease the total return on the Company’s investments.

= The Company bears a risk related to the ability of the hired construction companies to finish
the sites within the estimated costs, in accordance with the construction-and-architectural plans and
regulations, and in particular within the fixed deadlines.

= The Company insures the real estates owned by it and put into operation. An increase in the
insurance premiums for real estates could have a negative impact on the financial result of the
Company, if such an increase cannot be transferred to the real estate user.

= A major part of the Company’s current incomes is formed by received rents from letting of
the assets included in its investment portfolio. This determines also its dependence on the financial
position of the lessees and their ability to pay on regular basis their monthly dues.

= |t is possible that in certain periods of time, there are no lessees for a part of the real estates
purchased by the Company. In such cases the Company will not be receive income for the period, in
which the real estate is vacant.

= At the present moment the real estate market, and in particular the office segment is
characterized by an increased investment and construction activity. The completion of all projects that
are planned may bring about excessive offering and respectively cause standstill and/or decrease of
the rent levels and sale prices.

» The Company insures the real estates owned by it in accordance with the usual prudent
practice in the country. However, there are risks that are not covered by insurance companies or the
insuring of which for the actual value of the property is not economically justified due to the high
premiums that are to be paid (e.g. risk of a terrorist act).

» The selection of an inappropriate development strategy may cause the occurrence of losses
or future earnings.

= There is a possibility that the present procedure for an increase of the capital fails to attract
sufficient interest and that the minimum capital determined from the present issue is not raised. In
case of unsuccessful procedure there is a risk of delay or failure of projects of the Company.

» As a result from the knowledge and skills of the members of the Board of Directors, the
Company is very dependent on their work. The resignation, retirement or dismissal of a member of the
Board of Directors may delay or make difficult the implementation of the Company’s strategy or
business objectives.

= The fulfilment of the contractual obligations on the part of the Managing company is
significant for the financial and operating results of the Companies. The managing company and its
management staff have long professional experience in the real estate sector, which contributes to the
restriction of this risk.

= The Company intend to attract debt capital for the construction of the “Sofia Tech Park”
project. It is possible that the Company is unable to ensure adequate level of attracted resource under
the current market conditions, which would cause a delay of the projects or need to sell some of the
other investment projects of the Company.
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= |t is possible that the Company enters into transactions with related parties, the conditions of
which considerably differ from the market conditions, which may have a considerable adverse effect
on the Company’s activity, operating results and financial position.

= The Company is exposed to risks ensuing from a change in the ownership of the Company.
The owners may change and the buyers may turn out to be persons having a different vision and
intentions about the development of the Company, which may have significant adverse effect on the
Company’s business, financial position and/or the results from its operations.

= Judicial disputes or other out-of-the-court procedures or actions may have an adverse effect
on the Company’s business, financial position and/or the results from its operations

The Company’s activity is also influenced by systemic risks, including:
= political risk
= macroeconomic risks,
= inflation/deflation risk,
= currency risk,
= interest risk,
= risk of a taxation change,
= risk of a change in the credit rating of Bulgaria,;
= risks related to the Bulgarian legal system;
= risk of catastrophic events and other force-majeure events.

As they are related to the market and the macro-environment, in which the Company functions, the
systemic risks cannot be managed by the Company’s management and require conforming its
operating and investment policy to each of the components of systemic risks.

D. 2.
Not applicable.
D. 3. —Key information for the key risks specific for the securities

= |t is possible that the investors have less information for the Bulgarian securities market than
available for companies on other securities markets. The Bulgarian Stock Exchange is considerably
smaller and less liquid compared to the securities markets in some other countries.

» The Bulgarian Stock Exchange is considerably smaller and less liquid compared to the
securities markets in some other countries. There is no guarantee that the Shares will be traded
actively and if this does not happen, the price volatility may increase.

= The Bulgarian legislative framework provides for cases, in which the trade in the Company’s
Shares on the Bulgarian Stock Exchange will be or may be suspended. Any temporary suspension of
the trade in the Shares on the Bulgarian Stock Exchange would have an adverse effect on the liquidity
and price of the Shares.

» The Company cannot guarantee that the volumes of trade in the Shares will be permanent or
will improve. It is possible that in certain periods the sale of Shares is impeded or impossible due to
lack of interest on the part of investors. The market price of the Shares may fluctuate in a wide range
depending on multiple factors beyond the Company’s control. The market price of the Shares may
also fluctuate as a result from the subsequent issue of new shares by the Company, redemption of
Shares by the Company, sale of Shares on the part of the Company’s main shareholders, dynamics of
the liquidity of the trade in the Shares, and also as a result from the investors’ perceptions. In view of
these and other factors, the Company cannot guarantee that the market price of the Shares will not
fluctuate or fall under the Issued value.
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= Additional financing through shares, including through convertible or replaceable bonds, or
other similar instructions may have a “Diluting Effect” for the Company’s shareholders.

= Sales of considerable amounts of Shares or the expectation that such sales could take place
may have a negative impact on the market price of the Shares. Such sales may also make it difficult
for the Company to issue new shares in the future whenever and at whatever price the Company may
deem fit.

» The Company’s ability to pay dividends depend on a number of factors and there is no
guarantee whatsoever that in a certain year it will be able to pay dividends in accordance with its
dividend policy or that will be able to pay any dividends at all.

= As at the date of preparation of the present Prospectus, the capital profits gained from the
sale of securities of public companies in Bulgaria are not subject to taxation. There is risk that this tax
non-taxation of the incomes from operations involving securities is changed in the future, which would
cause an increase in the tax burden for the shareholders and decrease of their profits from the trade in
the company’s shares.

= The currency risk involved in the company’s shares comes from the fact that they are
denominated in Bulgarian BGN. Any change of the exchange rate of BGN against another currency
would change the profitability that the investors expect to receive compared to the profitability they
would have received from an investment denominated in another currency.

» The inflation risk is relation to the probability that the inflation impacts the actual return of the
investments in securities. Although we do not expect annual inflation in excess of 2%, the purchasing
power of the cash flows originating from the shares would decrease by the respective inflation rate.

=" The main risk with respect to the minority shareholders is expressed in the fact that their
ability to participate in the taking of management decisions and to exert control over the Company is
restricted.

D. 4.-6.
Not applicable.

Section E - Offering

E. 1. — The total net receipts, as well as a forecast concerning the total offering costs, including
the expected costs accrued to the investor by the Issuer or the person offering the securities.

The expected net receipts from the public offering, provided that the entire amount of the offered issue
of shares is subscribed shall after deducting the costs for making it be in the amount of
BGN 37 800 760, and provided that the minimum number of shares is subscribed — 10 075 000, the
amount of the net receipts is BGN 18 983 682.

For the preparation and servicing of the increase of the Issuer’s capital, including but not limited to, all
activities related to the preparation of a prospectus, the Managers will receive a fixed remuneration
from “Bulgarian Real Estate Fund” REIT in the amount of BGN 40 000. In case that the Offering is
successful, the Managers will also receive a success fee, which is variable and depends on the
amount of the collected funds:

in BGN

Cpnformation of a _prospectu§ upder Article 82a of the Public Offering of Securities Act by the 5 000
Financial Supervision Commission

Registration fee for the issue rights in Central Depository AD 1928
Fee for assigning an ISIN code to the issue of rights 72
Registration fee for the issue of shares in Central Depository AD 1928
Publication of a notice of public offering (forecast value) 400
Investment intermediary’s fee * 474 278
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Registration of the increase of the capital in the Commercial Register 15

Registration of new articles of association in the Commercial Register 20
Admission to trade on the Bulgarian Stock Exchange-Sofia 600
Total costs 484 241

* If the maximum amount of subscription of the New Shares is achieved
E. 2a. Grounds for the offering, intended use of the receipts, their expected net amount.

The Offered shares from the capital increase are issued on the grounds of a resolution of the Board of
Directors adopted on 20 April 2018. The Company intends to use the funds raised for financing the
construction of an office building in Sofia Tech Park with an expected total floorage of 35 000 sq m
and underground part of 16 000 sq m The expected net receipts from the public offering, provided that
the entire amount of the offered issue of shares is subscribed shall after deduction of the costs for the
performance thereof be in the amount of BGN 37 800 760, and provided that the minimum number of
shares is subscribed — 10 075 000, the amount of the net receipts is BGN 18 983 682.

E. 2b. Not applicable.
E. 3. — Description of the conditions of the offering.

Against every share held in the capital of the company one right shall be issued within the meaning of
§1, subparagraph 3 of the Public Offering of Securities Act, and against each right, a shareholder or a
third party that has acquired rights shall have the right to subscribe one new share of the present issue
with an issued value of BGN 1.90. Every person may subscribe at least 1 new share and no more than
a number of shares that is equal to the number of the rights acquired and/or held by such person. The
present shareholders acquire the rights for free. All other investors may purchase rights by a
transaction on the market of rights organized by Bulgarian Stock Exchange — Sofia AD within the
deadline for transferring of the rights or on the open auction for non-exercised rights organized by
Bulgarian Stock Exchange — Sofia AD, after the expiration of the term for the transfer of the rights. On
the grounds of Article 112b, paragraph 2 of the Public Offering of Securities Act eligible to participate
in the increase of the capital are the persons who acquired shares not later than 7 days after the
publication of the notice under Article 92a, paragraph 1of the Public Offering of Securities Act.

After the confirmation of the present prospectus for public offering of shares by the Financial
Supervision Commission, the company shall publish a notice of the public offering, the start and end
deadline for the transfer of rights and for the subscription of shares, the registration number and the
date of the confirmation of the prospectus for public offering of shares issued by the Financial
Supervision Commission, the place, time and manner of acquainting with the prospectus, as well as
other data as may be required by the applicable legal provisions. The initial date of trade in the rights
is the third working day following the expiration of 7 (seven) days from the date of publication of the
notice of the public offering under Article 92a of the Public Offering of Securities Act in one nation-wide
daily newspaper (“Capital Daily” newspaper) and on the webpages of the company and of the
authorized investment intermediaries “First Financial Brokerage House” EOOD and Sofia International
Securities AD (the latest date). The final deadline for transferring the rights is the first working day
following the expiration of 14 days from the initial date. Pursuant to the regulations of “Bulgarian Stock
Exchange — Sofia“ AD (BSE) the last date for trading in rights on the exchange shall be two working
days before the final date for transfer of rights. On the 5" working day after the expiration of the
deadline for transferring the rights, the company shall offer through the authorized investment
intermediary “FFBH” EOOD, on a Regulated Market, on sale, under the conditions of an open auction
the non-exercised rights, within the deadline for transferring the rights. The initial date for subscription
of shares shall coincide with the date, on which the offering of the rights starts — the third working day
following the expiration of 7 (seven) days from the date of publication of the notice of the public
offering under Article 92a of the Public Offering of Securities Act in one nation-wide daily newspaper
(“Capital Daily” newspaper) and on the webpages of the company and of the authorized investment
intermediaries (the latest date). The final deadline for subscription of shares by the owners of rights is
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the first working day following the expiration of 15 business days counted from the final date for
transferring rights.

The final schedule of the offering will be announced following an approval of the Prospectus by the
Financial Supervision Commission .

The investors who are interested in the offered securities may refer to the authorized investment
intermediaries: “First Financial Brokerage House” EOOD, Address: 2 Enos str., Sofia, Contact person:
Anna Georgieva, Telephone: (+359 2) 460 64 11, E-mail: anna.Georgieva@ffbh.bg; Sofia
International Securities AD, Address: 140 Georgi S. Rakovski str. str., 4" floor, Sofia, Contact person:
Galina Zaytseva Telephone: (+359 2) 937 98 65, E-mail: _zaytseva@sis.bg; as well as to any
investment intermediary, member of the Bulgarian Stock Exchange — Sofia AD. The number of the
offered securities is not subject to change. The issued value of the subscribed shares shall be
deposited to a special accumulation account of the company, which will be indicated in the notice
under Article 92a of the Public Offering of Securities Act.

E. 4. — Description of any interest that is material for the issue/offering, including conflict of
interests.

The Offering is organized and implemented by “First Financial Brokerage House” EOOD and Sofia
International Securities AD, as the investment intermediaries will perform functions in accordance with
the Bulgarian legislation and regulations about public companies and in accordance with the Contract
servicing the Increase of the capital. The relations between the investment intermediaries and the
Company depend on the receipts from the sale of the Offered Shares. There is no potential conflict of
interests between the obligations of the members of the Board of Directors to the Company and their
personal interest or other obligation. There are no other interests (including conflict of interests) of
organizations or natural persons that are of considerable importance for the Offering.

E. 5. — Name of the natural person or the legal entity that offers to sell the security. Blocking
agreements: participating parties, information for the period of blockage

The issued subject of the present initial public offering is for an increase of the capital of the Issuer and
hence there are no holders of securities that are sellers in the public offering. There are no blocking
agreements.

E. 6. — Amount and percentage of immediate dilution of the offering.

Dilution of the capital (of the value of the share)

<L el 20 s subscription
Total assets (BGN ‘000) 87 686 106 670 125 487
Total liabilities (BGN ‘000) 12 107 12 107 12 107
Equity (BGN ‘000) 75579 94 563 113 380
Number of outstanding shares 20 150 000 30 225 000 40 300 000
Book value of 1 share in BGN 3.75 3.13 2.81
Issued value of 1 share in BGN 1.90 1.90
Dilution in % -16.59% -24.99%

Source: Unaudited financial statement as at 31 March 2018; calculations of FFBH

The rate of dilution of the capital for the shareholders (having this capacity as at the date of
registration of this increase of the capital in the Commercial Register), if they do not participate in the
increase is estimated to be between 16.59% and 24.99%, in case of a minimum and maximum
amount of the increase, respectively. The issue of traded rights and the possibility of their subsequent
sale considerably limit the negative effect of the dilution.

Pursuant to Art. 112, para 2 of the Public Offering of Securities Act, an increase in the capital of a
public company through the issuance of new shares shall be subject to the granting of one right with
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each existing share. If the shareholder decides not to participate in the capital increase, his
unencumbered rights will be offered at an open auction, with the proceeds of the rights sold should be
compensated to the current shareholder for not participating in the increase. The amount of such
compensation should result in the difference between the issued value and the market value / fair
value per share. If investors believe that the balance amount of the share is the correct measure of the
value of the share, it can reasonably be expected that the value of the rights in the sale at an open
auction will cover the difference between the specified issue value and the book value of a share after
the increase. Furthermore, dilution of the carrying amount does not prejudice the interests of the
current shareholders as the issue value is higher than the weighted average market price for the last 1
month before the decision to increase the capital. A calculation has been made for the dilution of the
capital for non-participating shareholders in relation to the weighted average market price for the last
month before the capital increase decision and the last price for the day preceding the decision date.
As can be seen from these calculations, the issue value is higher than the market, which ensures that
the interests of non-participating shareholders are sufficiently protected.

Weighted Average

P GOSN asoa ot
Market price per share in BGN 1.87 1.89
Issuing value per share in BGN 1.90 1.90
Dilution in% 1.42% 0.53%

The Board of Directors has adopted such a resolution considering the present market conditions, as it
decided that the issuance of new shares at prices exceeding the market prices will endanger to high
extent the success of the present increase of the capital.

Immediate dilution of the percentage shareholding in the capital of “Bulgarian Real Estate
Fund” REIT of the shareholders, if they do not participate in the subscription for the new
offering

31 March 2018 Minimunm Maximum
subscription subscription
Number of outstanding shares 20 150 000 30 225 000 40 300 000
Share of the share capital per 1 share 0.00000496% 0.00000331% 0.00000248%

Immediate dilution of the percentage

shareholding in % -33.33% -50.00%

Source: calculations of FFBH

In case they fail to exercise the rights belonging to them, the present shareholders shall dilute their
percentage shareholding by between 33.33% and 50.00%, in case of minimum and maximum capital
increase, respectively. The mechanism that the equal treatment of the shareholders provides for
compensating this dilution is contained again in the possibility for the sale of the non-exercised rights
and the obtaining of receipts from their sale by the non-participating shareholders.

E 7. — Forecast costs accrued to the investor by the issuer or the person offering the securities.

Costs for investors that are shareholders will arise upon the subscription of shares and pursuant to a
concluded contract with an investment intermediary, respectively bank fees in case of transfer. Costs
for investors that are not shareholders will arise upon the purchase of rights, subscription of shares
and in accordance with a contract concluded with an investment intermediary, respectively bank fees
upon a transfer.
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2. RISK FACTORS

Before investing in the Offered Shares, potential investors must carefully evaluate the risks specified
here, as well as the other information contained in the Prospectus. The risks described herein below
have and may have an adverse effect on the activity of the Company, its financial condition and the
results from its operations. If any of the risks described herein below occurs, this may result in a
decrease of the value of the Shares and of the price they are traded at, and the investors may lose a
part or all of their investments. The sequence, in which the risk factors described herein below are
ordered, is not indicative of their relative importance for the Company, of the probability of their
occurrence or of their potential impact on the Company’s activity. Additional risks and other uncertain
events, including once that are presently not known to the Company or are considered by the
Company insignificant, may also have a considerable adverse effect on its business, its financial
conditions or the results from its operations, or are possible to bring about a decrease of the value of
the Shares.

Risks related to the Company’s activity may be generally divided into systemic risks, risks related to
the shares (general) and non-systemic risks (related to the Company’s activity and the sector, in which
the Company is active).

Systemic risks

Systemic risks originate from the external conditions, under which the economic subjects operate, as
they have direct impact on the Company. Since they are related to the market and the macro-
environment, in which the Company functions, systemic risks cannot be managed by the Company’s
management and require that its operating and investment policies take into account each of the
components of the systemic risks — political, macroeconomic, currency, tax, credit risk of the country,
etc.

Political risk

In the last 25 years the political and socioeconomic development of the country passed through
different stages, the most important of them being the preparation and the subsequent accession of
Bulgaria to the European Union on 1 January 2007.

Despite the financial crisis, in this period Bulgaria achieved real economic growth and financial
stability, which even not automatically transforming into political stability have definitely increased the
trust and improved the image of the country. The future growth of the economy will still depend on the
political will for conduction of economic reforms and the continuing following of the best market
practices of the EU. Regardless of all pluses of the Bulgarian membership in the EU, there is no
guarantee that the government of the country will conduct the correct economic policy and that it will
manage to administer it effectively. If the management of the country fails to create financial security of
the predictable environment for the economic subjects in the country, this may have considerable
adverse effect on the Company’s activity, the operating results and its financial position.

The present government was elected by the National Assembly in May 2017 with a mandate of the
political party GERB (“Citizens for European Development of Bulgaria Party”) after early parliamentary
elections the followed the resignation of a government led by the same political formation and its
chairperson Boyko Borissov. The newly set-up government is a coalition one, as in addition to
representatives of GERB, it comprises also representative of the “United Patriots” coalition. As at April
2018 the political environment in the country is relatively stable, as the next elections (for local
administration) are supposed to be conducted in 2019. Regardless of the certain discrepancies in the
governing coalition, there is no immediate risk that it may break up. In the same time, the
governmental policy is supported by a stable parliamentary majority. In the first half of 2018 Bulgaria
presides over the EU, which is an additional factor for the maintenance of a tolerant domestic-policy
atmosphere. Nevertheless, it is not certain that factors causing social and political pressure in the
country will not appear, bring about considerable and sudden change in the political and economic
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conditions in the country, which may have a considerable adverse effect on the Company’s activity,
the operating results and its financial position.

The very accession of Bulgaria to the EU, apart from being an act having huge political importance,
remains related also to many challenges. They are caused by the continuing reforms in Bulgaria as a
part of the process of integration in the Community, but also the dynamics of development of the
processes of integration in the EU itself. These processes are related to serious political, economic
and institutional changes, which are hard to take into account the interests of all member states. There
is no guarantee that these processes will end up successfully or that the national interest of Bulgaria
will be guaranteed. There is no guarantee either that the United Kingdom’s exiting the EU (Brexit) will
not cause deepening of the disintegration attitudes in other EU member states and respectively cause
serious political and economic cataclysms for all member states, including Bulgaria.

Outside the context of the membership in the EU and the domestic political difficulties, the Bulgarian
political system is vulnerable also to possible economic difficulties, social instability, organized crime
and corruption. A potential instability of the institutions in the country may have a considerable adverse
effect on the Company’s activity, the operating results and its financial position.

The Company is also vulnerable to the foreign political risks and their direct effects on the economy of
the country.

Macroeconomic risks

The results from the Company’s operations depend both on the condition of the macroeconomic
environment in Bulgaria, and on the overall economic situation on a global scale. The market of real
estates in Bulgaria is highly sensitive to the flow of foreign investments, which did shrink very much
during and after the global financial crisis due to the almost completely extinct appetite for more risky
investment destinations and projects. In the period of financial crisis, the conditions for crediting of
projects in the field of real estates also got considerably worse.

Since 2010 the economic activity in Bulgaria has been improving under the influence both of the
growth in consumption and investments, and of the positive dynamics in the commercial balance.
Regardless of the sill low rates of growth of banking crediting, in the real estates sector and in
particular in the office area segment there is a rising trend in the search for new projects due to the
strong development of the activities of outsourcing of business processes and the shared service
centres in Bulgaria. Still, there is no guarantee that this situation will remain the same in the near
future.

In 2017 we report 3.8% growth in the rents of high-quality office areas in Sofia to 13.5 EUR/sq m
according to Forton’s data and a trend of high activity of potential lessees and stable rent levels in the
subsequent several quarters. Still, any direct aggravation of the general economic conditions may
have an adverse impact on the rates of utilization of the areas by the new office projects in the country
and respectively the Company may fail to achieve the expected financial and operating results.

We do not expect that the tightening of the European Central Bank’s monetary policy intended for the
end of 2018 and the beginning of 2019 and respective appreciation of the financial will have any
strong influence on the Company provided that the present capital increase is successful. The
company has a relatively low level of indebtedness, which will be additionally reduced after the present
procedure. At the present stage of development the Company needs debt capital mainly for financing
the project in Sofia Tech Park, which is presumably easy and cheap to ensure, even if the minimum
amount of the funds is raised in the capital increase procedure.

For information about the macroeconomic development of Bulgaria, see “Review of the Industry — the
Bulgarian economy”.

Inflation risk

The inflation risk is a risk of devaluation of the local currency and decrease of its purchase power. The
risk of an increase of the inflation influences the Company, on the one hand, towards decrease of the
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demand, and on the other hand — it causes an increase of the Company’s costs, which in the absence
of growth in the incomes brings about directly a decrease of the financial result.

The Bulgarian economy functioned in a deflation environment for 3.5, and since the end of 2017 the
country returned to inflation. As at the end of December 2017, the average annual harmonized
consumer price index amounts to 1.2%. Regardless of the forecasts for continuing growth of the base
inflation in the next two years too, the present economic realities in the EU do not support the
expectations that it will be excessive. In the same time, Bulgaria is strongly focussed on the inflation
requirements for membership in the Eurozone and although the country does not have the standard
set of tools of the monetary policy, this clearly defined goal ensures a high level of inflation
predictability for the economic subjects.

Currency risk

Since 1997 the Monetary Fund system functions in Bulgaria, according to which the exchange rate of
the Bulgarian currency, the Bulgarian lev, was initially fixed to the German Mark and then, after the
creation of the Eurozone, to the Euro. The maintenance of the Monetary Fund system is considered a
particularly essential element of the economic reform in Bulgaria and requires a continuing political
support for the pursued non-inflation policy. The strict rules of the monetary fund, which rule out both
devaluation of the exchange rate and the independent monetary policy, may be inconsistent with the
future needs of the Bulgarian economy. Nevertheless, the monetary fund system is expected to be
preserved until the country joins the Eurozone, but there is no certainty that this will be achieved.
Although Bulgaria satisfies the formal membership requirements, the main obstacles to the accession
are said to be the absence of real convergence of Bulgaria to the Eurozone countries, mainly the
institutional weaknesses and the low standard of life. Even if Bulgaria is invited to become a member
of the Eurozone, there is no guarantee under what conditions (BGN-EUR exchange rate) this would
happen.

As long as the Bulgarian lev is attached to the euro, it bears the risk of a change in the exchange rate
of the euro against the other major currencies on the international financial markets, but the
mechanism for transferring the effect from such an event to the company’s activity are too indirect to
allow speaking about any considerable influence.

Interest risk

The interest risk is related to the possibility of the occurrence of a change in the prevailing interest
rates in the country. This would have an impact on the Company’s activity, as long as all other
conditions being equal the change in the interest levels results in a change in the price of the financial
resource used in the implementation of its projects.

The efforts of the Federal Reserve and the European Central Bank to overcome the effects from the
global financial-and-economic crisis through the injection of liquidity brought about unprecedented low
levels on the international financial markets. In the same time, in Bulgaria the trend of decrease in the
interest rates is also maintained by the considerable free resource of deposits of companies and
citizens available to the financial institutions, which additionally pulls down the “price of money”.

After in 2016 the Federal Reserve changed its monetary policy in view of the stable economic
recovery in the USA and started gradual withdrawal of liquidity and raising of the interest rates, similar
steps are expected to be undertaken also by the European Central Bank in the Eurozone as at the
end of the current year. This all will bring about a smooth increase of the price of the financial resource
in Bulgaria too.

The Company provides for an increase in a short-term perspective of the use of external financing in
relation to the forthcoming completion of the Sofia Tech Park project. In this relation, the increase of
the price of the financial resource may have a negative impact on the Company’s results, as this would
bring about higher financial costs and, respectively, lower profits for the Company.

Risk of a change in the taxation

18



In the most recent years the Bulgarian tax system has remained relatively stable due to the strict fiscal
discipline but the challenges of the global financial and economic crisis exerted and still exert high
pressure on the stability of the budget of the country, although to a lesser extent than in many other
countries. There are no guarantees that the taxation system will not be changed in the future, as these
changes may be more or less negative for the business subjects, the most vulnerable among them
being the ones enjoying reliefs.

A determining factor for the Company’s financial result and for the income of its shareholders is the
preservation of the current tax regime for special purpose vehicles, in particular the exemption of the
Company’s profit from corporate tax. It is not certain whether and for what period of time the Company
and its shareholders will enjoy a favourable tax regime. In addition, both the Company’s activity, and
the real estates are in themselves subject of detailed and multi-aspect legal regulation. There is no
guarantee that the legislation concerning the Company’s activity will not be changed in a direction that
would bring about considerable unforeseen costs and respectively have a negative impact on its profit.
Still, we have to highlight that the local legislation, in the part concerning special purpose vehicles, is
completely developed and well-functioning, which presupposes that the favourable regulatory model of
this type of companies will be preserved in the future too.

Risk of a change in the credit rating of Bulgaria

The country’s credit risk is the risk of inability or unwillingness to meet the forthcoming debt payments.
The last change in the credit rating of Bulgaria was made in December 2017, when Fitch increased it
to “BBB” with a Stable Outlook, and S&P recovered the investment rating of Bulgaria, BBB-, after
three-year suspension and with a stable outlook. The opinions of the two agencies are underlain by
the strengthening of the external position of the country, determined by the long expansion of the
export and the increase of the savings, the higher expectations for growth in the economy and the
conservative fiscal policy of the government. For information concerning the currently up-to-date
evaluations of the credit agencies under the country’s rating, please see “Industry Review — the
Bulgarian Economy”.

The credit rating and the outlook are among the major indicators taken into account by foreign
investors when making a decision about their investments in a country. A possible decrease of the
Bulgarian credit rating would mean higher risk and would automatically raise the investors’
expectations of profitability as the potential adverse effect will be expressed both in increased cost
(appreciation) of the capital resources of the Company, and in a decrease in the value of the
investment in its shares due to the increase of the risk premium.

Risks related to the Bulgarian legal system

Although since 2007 Bulgaria has implemented a number of significant statutory and constitutional
reforms and most of the Bulgarian legislation is in harmonized with the EU legislation, the legal system
in the country is still in a process of reforming. For the purpose of overcoming the weaknesses of the
case-law of courts, the EU introduced a monitoring mechanism, whereby it tracks the results achieved
and identifies areas where additional efforts are needed. Regardless of the partial successes of this
mechanism, which was extended in areas like justice and home affairs and will remain valid at least
until the end of 2018, the case-law of courts and the administrative practice remain problematic and
those who rely on the Bulgarian courts for effective resolution of disputes related to ownership,
violations of the laws and contracts, etc., find it difficult to happen.

As a consequence it is possible to identify a risk of defects in the legal infrastructure, which may result
in uncertainty arising in relation to the performance of corporate acts, the performance of supervision
and other issues that are generally not put to question in other countries.

Risk of catastrophic events and other force majeure events

Natural catastrophic events and terrorist attacks and military or hostile activities, as well as the replies
to such acts may create economic and political uncertainty that is possible to have an negative effect
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on the economic conditions in Bulgaria, and hence — an adverse effect on the Company’s business, its
financial position and the results from the company’s operations.

The difficulty related to the forecasting of these effects requires the use of a precise approach in the
analysis of the available information, insuring of the properties held, determination of an action
programme upon the arising of a crisis situation. There are no insurances for all types of force majeure
circumstances.

Risks related to the Company’s activity and to the sector, in which the
Company is active

The major part of the Company’s assets is real estates. The incomes, profit and value of the
Company’s assets may be adversely affected by a number of factors related to the specificity of
investing in real estates: market conjuncture; rent levels, construction prices, ability of the Company to
ensure effective management, maintenance and insurance of the real estates; financial condition of
the lessees of the properties held by the Company, etc. If the Company’s investments do not generate
sufficient incomes to cover the Company’s costs, including for loan servicing, the Company will have
to increase its indebtedness or to sell a part of its assets. This would have a negative impact on the
financial result of the Company and respectively on the amount of the dividends distributed among its
shareholders, as well as on the market prices of the Company’s shares.

Dependence of the Company’s business on the economic cycle

The sector, in which the Company operates, is characterized by cyclic recurrence. This means that the
Company’s results are dependent on the state both of the local and of the international economy. In
case of an aggravation of the economic conditions, the demand for the Company’s projects would
possibly go down, which would have a direct impact on the rent levels and the sale prices and could,
respectively, bring about a serious decrease in the incomes and profit.

Risks related to a decrease of the market prices of the real estates

The Company makes and will continue making a part of its incomes from the sale of the real estates
acquired or built by it. For this reason, the market prices of the real property will have a considerable
impact on the Company’s profitability. A possible decrease in the market prices of the real estates
would result in a decrease of the capital profit made upon the sale of the real estates and would have
a negative impact on the amount of the cash dividend for the investors and the price of the Company’s
shares. The data for the condition of the real estate market set out in the “The real estate market in
Bulgaria” section does not provide a ground to expect a decrease of the prices of real estates in a
short-term perspective. Since after the period 2009-2014 a large portion of the speculative investors
with high-debt financing left the market, at this time most of the projects in the sector are implemented
under the conditions of a much more serious investment justification. This provides a ground to expect
that in the long run the trend of the market prices will preserve its positive direction, although at a
lower rate compared to the pre-crisis rate.

Risks related to a decrease in the rent levels

The Company’'s incomes from real estate rents are dependent on the rent levels in the various
segments of the real estate market. Hence, a decrease in the rent levels will have a negative impact
on the Company’s incomes, while an increase in the rent levels will increase the incomes. All other
conditions being equal, this will have a negative, respectively positive, impact on the amount of the
cash dividend paid by the company. The Company decreases the risk of a potential decrease of the
rent levels of the real estates owned by it through conclusion of long-term lease contracts.

A possible decrease of the market rent levels may indirectly cause pressure also on the sale prices of
real estates because the prices are also calculated on the basis of the current profitability. As long as
the Company is not able to prevent such a risk, it minimizes it though the selection of quality projects
to let on lease with a low price elasticity and careful tracking of the market trends, including the
expected levels of demand and offer and avoidance of highly competitive locations.
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Risks related to the liquidity of the Company’s investments

A typical characteristic of investments in real estate properties is that it is more difficult and sometimes
even impossible to sell the properties quickly and with minimum transaction costs at the current
market price. The Company will therefore have limited opportunities to make quick changes in its real
estate portfolio in response to changes in the economic and other conditions. There is no guarantee
that the Company will manage to sell promptly real estates or that their sale price will exceed the price
of their acquisition.

Due consideration being given to the liquidity risk, the investment strategy of the Company provides
for the purchase/construction of attractively located real estates, which can be let on lease to a great
extent before an attempt is made to sell them.

Pursuant to its Articles of Association, the Company is supposed to cease to exist in 2029 and,
respectively, the risk related to the liquidity is expected to be most prominent at the end of the
Company’s life. In order to minimize this risk, the Company will start in advance the implementation of
some of the projects in its investment portfolio.

Risks related to an increase in the construction prices

As long as the entire amount raised from the capital increase is intended to be invested in the Sofia
Tech Park project, an increase in the prices of design, construction-and-assembly works and of
construction materials, all other conditions being equal, would have a negative impact on the
Company’s profitability. The Company strives to decrease the construction costs by the conduction of
competitions upon the selection of project contractors.

Risks related to the term for construction of the scheduled projects

The Company will invest the capital raised in the project in Sofia Tech Park. A considerable period of
time is possible to pass between the receipt of the cash from the present procedure and the investing
as the construction is expected to end in 2020. It is possible that for this period a part of the
Company’s free funds are invested in bank deposits and securities permitted by the law. There is a
probability that the income received from these investments is lower than the income made upon the
investing in real estates, which would decrease the total return on the Company’s investments. In
order to ensure control over this risk, the Company will carry out planning of the cash flows for the
purpose of avoiding the keeping of more cash the necessary for long periods of time.

Risks related to the construction/repair of real estates

The Company bears a risk related to the ability of the hired construction companies to finish thesit4es
within the envisaged costs, in accordance with the construction and architectural plans, and in
particular within the fixed deadlines. Whether or not there is guilt in the delay in the performance, it
may result in termination of preliminary contracts for sale or lease and/or payment of indemnifications.
The occurrence of events like the ones described hereinabove would have a considerable negative
effect on the Company’s profitability and the market price of its shares. For minimizing this risk, the
Company carefully surveys its potential counterparties — construction companies and enters into
contracts with established companies that are capable of performing the assigned activities quality, in
due time and within the intended budget. For the purpose of protecting of the shareholders’ interests
contracts are entered into with a similar construction budget and stage-by-stage payment for the works
done. In addition, the Company exerts control over the construction and finishing works.

Risks related to an increase of the insurance premiums

The Company insures the real estates owned by it and put into operation. An increase in the
insurance premiums for the real estates may have a negative impact on the financial result of the
Company, if this increase cannot be transferred to the user of the real estate. Due to the relatively low
amount of these costs against the amount of all costs, the level of the insurance premiums is expected
to have a minimal effect on the total profitability of the Company. For the purpose of controlling the
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costs for the insurance premiums, the Company seeks optimal offers in terms of insurance cover and
amount of the insurance premium, including by selecting the best offers in terms of prices.

Dependence of the Company on the lessees of real estates

A major part of the Company’s current incomes are formed from rents received from letting of the
assets included in its investment portfolio. This determines also its dependence on the financial
condition of the lessees and their ability to pay on a regular basis their monthly obligations. The non-
performance on the part of any of the lessees would have a double negative effect on the results of
the Company — decrease of the incomes from operating activity and at the same time — decrease in
the total occupation rate of the investment real estates, which decreases the return. In order to avoid
excessive dependence on the financial condition of its lessees, the Company diversifies its real estate
portfolio and works with a large number of lessees, so that the non-fulfilment of the obligations on the
part of any of them does not have an impact on the overall condition of the Company. In addition, the
Company performs an analysis of the financial condition of the lessees with a long term of the
contracts and considerable volume of payments.

Vacant real estates and need of restructuring

It is possible that in certain periods of time, there are no lessees for a part of the real estates
purchased by the Company. In such cases, the Company will not receive income for the period, in
which the real estate is vacant. A part of the property could be reorganized so as to meet the
requirements of specific lessees, but subsequently this could the letting thereof to a new lessee and/or
even require additional reorganization costs. In view of minimizing these risks, the Company invests
with priority in real estates with expected high occupation rate and enters into long-term lease
contracts with a long period of the prior notice. This allows the advance planning of the costs for
reorganization and improvements and decrease of the period, in which the real estate remains vacant.

Competition-related risks

Presently, the real estate market and in particular the office segment is characterized by increased
investment and construction activity. The finishing of all scheduled projects may bring about excessive
offering and respectively bring about standstill and/or decrease of the lease levels and sale prices.
Prior to starting a new project, the Company carefully analyses trends of the market, transport
connections and other characteristics of the locations, in order to verify the long-term advantages
compared to the competitive projects.

Risks related to losses not covered by an insurance

The Company insures the real estates owned by it in accordance with the usual prudent practice in the
country. However, there are risks that are not covered by the insurance companies or the insuring of
which at the actual value of the property is not economically substantiated due to the high premiums
that should be paid (e.qg. risk of an act of terrorism). If damages result from an insured event over and
above the insurance cover, the Company will suffer losses that can be up to the amount of the capital
invested in the respective real estate, as in the meantime the Company will continue being obligated
under the loans that may have been drawn for the acquisition and putting into operation of the real
estate.

The Company could possibly select a wrong development strategy or fail to implement it
The Company’s strategy is described in detail in “Business Review — Strategy”.

The choice of an inappropriate development strategy may result in the occurrence of losses or future
earnings. The Company’s policy is to manage the strategic risk by constant monitoring of the
implementation of its strategy and results, including procedures and interaction between the
management, the operating employees and the managing company, in order to make it possible to
react as soon as possible where need of changes in the management policy arises.

The Company may encounter a number of legislative, legal, regulatory, operating and financial risks in
relation to the implementation of its strategy, although the management makes all efforts for the
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overcoming and minimization thereof, to the extent it depends on their acts. Nevertheless, the
Company may fail to achieve its strategic objectives as a result from adverse macroeconomic
conditions and potential legal and regulatory obstacles, which may have a material adverse effect on
the Company’s business, the financial condition and the results from its activity.

Risk of unsuccessful implementation of the present public offering

It is possible that the present capital increase procedure does not attract sufficient interest and that
minimum determined capital of the present issue is not raised. In case of unsuccessful procedure
there is risk of delay or non-implementation of projects of the Company. In addition, the smaller
amount of capital financing may bring about assumption of a debt in an amount higher than the
scheduled one and sale of any of the other Company’s projects. Considering the low liquidity of the
real estate market, there is no guarantee that these potential actions would be performed under as
favourable economic and financial conditions as possible.

The Company is dependent on the experience of the members of the Board of Directors

As ar result from knowledge and experience of the members of the Board of Directors, the Company is
highly depending on their work. The resignation, retirement or dismissal of a member of the Board of
Directors may delay or impede the implementation of the strategy or the achievement of the business
objectives of the Company. The Board of Directors of the Company consists of 3 members and each
of them is valuable for the Company’s management with their qualification and experience.

Risks related to the activity of the managing company

The fulfilment of the contractual obligations on the part of the managing company is material for the
financial and operating results of the Companies. The managing company and its management staff
has long professional experience in the real estate sector, which is contributes to mitigating this risk.

Risk of impossibility to ensure adequate level of attracted resource, which would bring about
difficulty in implementation of the Company’s projects

The Company intends to attract loan capital for the implementation of the “Sofia Tech Park” project. It
is possible that the Company is not able to ensure adequate level of attracted resource under the
current market conditions, which would bring about a delay of the projects or need of sale of any of the
other investment projects of the Company. Besides, the possible increase of the level of the interest
levels in the country may have a negative effect on its financial result.

Until this time the Company has managed to procure the necessary attracted resource. The Company
has considerable amounts of fixed tangible assets, which may be used by it as a collateral and which
ensures for the Company attractive treatment on the part of the financial institutions upon the lending
of bank credits.

It is possible that the Company performs transactions with related parties, the conditions of
which considerably differ from the market ones

It is possible that the Company enters into transactions with related parties, the conditions of which
considerably differ from the market conditions, which may have a considerable adverse effect on the
Company’s activity, the operating results and its financial position.

Until this time all transactions between the Company and related parties are carried out under market
conditions.

For more information see “Transactions between related parties”.
Risk of a change in the structure of shareholders

The Company is exposed to risks ensuing from a change in the ownership of the Company. The
owners may change and the buyers may turn out to be persons who have a different vision and
intentions about the Company’s development, which may have a material adverse effect on the
Company’s business, its financial position and/or the results from its operations.
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Legal disputes or other out-of-the-court procedures or actions may have an adverse effect on
the Company’s business, its financial position and/or the results from its operations

The Company may be exposed to a risk of the bringing of legal suits against it by its lessees or other
counterparties. The plaintiffs in such types of suits against the Company may seek for restoration of
large or undefined amounts, or other indemnifications that may have effect on the Company’s ability to
perform its activity and the amounts of the potential losses from such legal suits may remain unknown
for a long period of time. The costs for defence under future legal suits may be considerable. Negative
advertising related to legal suits against the Company, which may prejudice its reputation, is also
possible, regardless of whether the allegations are justified and they are ultimately found culpable.
Legal disputes may therefore have an adverse effect on the business of the company, its financial
position and/or the results from its operations.

The Company is not aware of the existence of administrative, civil, arbitration or criminal proceedings
that could considerably influence its financial positions or operating results.

Risks related to the shares
Risks related to the Bulgarian securities market

The investors may have less information for the Bulgarian securities market than available for
companies on other securities markets. There is a difference in the regulation and supervision of the
Bulgarian securities market, and in actions of investors, brokers and other market players, compared
to the markets in Western Europe and USA. The Financial Supervision Commission controls the
revealing of information and the observance of the other regulatory standards on the Bulgarian
securities market. The Financial Supervision Commission sees that the laws are complied with and
issues ordinances and instructions about the obligations about revealing of information, trade in
securities in the presence of insider information and other questions. It is still possible that there is less
publicly accessible information for the Bulgarian companies that usually made available to the
investors by the public companies on other securities markets, which may have an impact on the
market of the shares.

The Bulgarian Stock Exchange in considerably smaller and less liquid that the securities
markets in some other countries

The Bulgarian Stock Exchange is considerably smaller and less liquid that the securities markets in
some other countries, such as the ones in USA and the United Kingdom.

As at 31 December 2017, shares of 327 companies having total market capitalization of approximately
BGN 10.7 billion are listed on the Bulgarian Stock Exchange. 100 of them are listed on the Main
market of the Bulgarian Stock Exchange-Sofia and they represent 88% of the total market
capitalization as at 31 December 2017 and 87% of the value of the traded shares on the Bulgarian
Stock Exchange for 2017. The capitalization of the 15 largest companies listed on the Main market of
the Bulgarian Stock Exchange, part of which the existing shares of the Company are, is 57% of the
total market capitalization of this market as at 31 December 2017, and the value of the listed shares of
these fifteen issues represents 45% of the total turnover of the trade in shares on the Main market of
the Bulgarian Stock Exchange for the period 1 January — 31 December 2017.

This statistics shows that a small number of companies makes a large part of the market capitalization
and considerable part of the volumes traded on the Bulgarian Stock Exchange. The low liquidity
results also in other difficulties, such as excessive volatility. In addition, the market is vulnerable to
speculations because the liquidity is usually so low that the prices may be manipulated by transactions
that are relatively low in terms of volume. Hence, there is no guarantee that the Shares will be actively
traded, and if this happens, the price volatility may increase.

The trade in the Company’s Shares on the Bulgarian Stock Exchange may be suspended

The Bulgarian legislative framework provides for cases, in which the trade in the Shares of the
Company on the Bulgarian Stock Exchange will or may be suspended. Under the conditions of
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Article 91 of the Markets in Financial Instruments Act, pursuant to Article 75 of the Rules on the Trade
on the Bulgarian Stock Exchange, the Board of Directors of the Bulgarian Stock Exchange may
suspend the trade of the Shares on the Bulgarian Stock Exchange on a temporary basis. Each
temporary suspension of the trade in the Shares on the Bulgarian Stock Exchange would have an
adverse effect on the liquidity and price of the Shares.

The volumes of trade in the Shares may go down and their market price may fluctuate and fall
under the Issued value

The Company is not able to guarantee that the volumes of trade in the Shares will be permanent or
will improve. It is possible that in certain periods the sale of Shares is impeded or impossible due to
the lack of investors’ interest.

The market price of the Shares as at the time of the Offering may not be indicative of their market
price after the completion of the Offering. The market price of the Shares may fluctuate in wide range
depending on many factors, which are beyond the control of the Company. These factors include, inter
alia, actual or anticipated differences in the operating results and profits of the Company and/or its
competitors, changes in the financial evaluations of the analysts of securities, the market conditions in
the sector and the condition of the stock market in general, a change in the laws and ordinances, as
well as changes in the general economic and market conditions, e.g. recession.

The market price of the Shares may also fluctuate as a result from subsequent issue of new shares by
the Company, redemption of Shares by the Company, sale of Shares by the main shareholders of the
Company, dynamics of the liquidity of the trade in the Shares, and as a result from the investors’
perceptions. In view of these and other factors, the Company cannot guarantee that the market price
of the Shares will not fluctuate or fall under the Issued value.

Additional financing through shares, including through convertible or replaceable bonds, or
other similar instruments, may also have a “Diluting effect” for the shareholders of the
Company

The Company may issue additional ordinary shares upon subsequent increases of the capital.
Pursuant to the Bulgarian legislation and the rules of the stock exchange, the Company is bound to
offer these ordinary shares to the present shareholders in accordance with their right to acquire a part
of the new shares, which correspond to their share in the capital prior to the increase. Nevertheless,
the present shareholders may choose not to participate in a future issuer of ordinary shares, which will
bring about “dilution” of their current participation in the Company as a share of the capital.

“Dilution” of the interest of the shareholders may also take place when they for reason or another have
not exercised their right to proportional subscription of preferred shares convertible into ordinary
shares, convertible bonds, warrants or other similar instruments that may be converted (replaced) into
shares of the Company and the other holders of these instruments exercise their right to conversion
(replacement) and acquire new shares of the capital of the Company.

Considerable future sales of Shares may influence their market price

Sales of considerable amounts of Shares or the expectation that such sales may take place may has a
negative impact on the market price of the Shares. Such sales may also make it difficult for the
Company to issue new shares in the future whenever and at whatever prices the Company may deed
fit.

The abilities of the Company to pay dividends depend on a number of factors and there is no
guarantee that in a given year it will be able to pay dividends in accordance with its dividend
policy or that it will be capable to pay any dividends at all

Although the company is bound by virtue of law to distribute as dividend no less than 90% of its profit
determined under the respective legal procedure, there is a probability that the company is not able to
pay dividends to the shareholders, because the financial result of the issuer depends on multiple
factors — the skill and professionalism of the team of manages, the market development, the economic

25



development of the country, etc. and for this reason the shares subject of the present public offering
do not provide any guarantee for future dividends. Any future payments of dividends will depend on
the profits and cash flow of the company, as well as on its costs and investment plans.

Change in the regime of taxation of investments in securities

As at the date of preparation of the present Prospectus, the capital profits made from the sale of
securities to public companies in Bulgaria are not subject to taxation. There is a risk of a change in the
future in this tax regime of non-taxation of incomes from securities operations, which would cause an
increase in the tax burden for the shareholders and decreased of their profits from trade in the shares
of the company.

Currency risk

The currency risk borne by the shares of the company comes from the fact that they are denominated
in BGN. Any change of the exchange rate of BGN against another currency would change the
profitability that the investors expect to receive, compared to the profitability they would receive from
an investment denominated in another currency. In this sense, a possible devaluation of BGN would
result in a decrease of the profitability from investing in shares of the company. The functioning
mechanism of a monetary fund in the country, in which the Bulgarian lev has a fixed exchange rate to
the euro, eliminates to a high extent the presence of currency risk, as it limits the fluctuations of
exchange rates against the major foreign currencies depending on the behaviour of the common
European currency.

Inflation risk with respect to investments in securities

The inflation risk is related to the probability that the inflation may influence the actual return of the
investments in securities. After a long period of deflation, in the past year a gradual increase of the
prices started in Bulgaria, which reached 1.2% at the end of 2017. Although we do not expect that
annual inflation to exceed 2%, the purchasing power of the cash flows originating from the shares
would decrease by the same inflation rate.

Risk with respect to the rights of the minority shareholders

The main risk with respect to the minority shareholders is expressed in the restriction of their ability to
participation in the adoption of management decisions and to exert control over the Company. This
risk may be minimized by investing in securities of issuers that comply with high standards of
corporate management and control.
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3. REASONS FOR MAKING THE PUBLIC OFFERING OF THE SHARES AND
INTENDED USE OF THE RAISED CAPITAL

The anticipated net receipts from the public offering, provided that the entire amount of the issue of
shares offered is subscribed shall after deducting the costs for the making thereof be in the amount of
BGN 37 800 760, and if the minimum number of shares is subscribed — 10 075 000, the amount of the
net receipts shall be BGN 18 983 682.

“Bulgarian Real Estate Fund” REIT intends to use the funds raised for financing the construction of an
office building in Sofia Tech Park with an expected total floorage of 35 000 sg m and underground part
of 16 000 sq m The construction is intended to be performed on an established building tenancy right
for the benefit of the fund, located in Zone 2 of the building-up plan of “Sofia Tech Park”. According to
the Company’s preliminary estimates the expected value of the construction of the new building will be
about EUR 33 million. The financing of the new project is initially expected to be implemented by an
increase of the Company’s capital and at the second stage — by loan funds. The amount of the bank
financing will depend on the number of the funds raised through the increase of the capital and on the
Company’s liquidity needs.

Investments planned in Sofia Tech Park by years

In BGN ‘000

1690 9 360 14 282 6 264 1586

Source: the Company

4. DIVIDENDS AND DIVIDEND POLICY

Dividend history

“Bulgarian Real Estate Fund” REIT has been distributing cash dividend for 10 of the last 11 financial
years since the establishment of the Company (until 2016, inclusive, as the annual general meeting for
2017 has still not been conducted as at the prospectus date). The Company has not distributed
dividend for 2014, considering the requirement of Article 247a, paragraph 1 of the Commercial Act.
The table below presents information for the total dividends paid and the dividend per share for the
period from the establishment of the Company to 2017:

Date of the General
Number of shares Meeting of the

Gross financial result Gross dividend per

For year

for distribution, BGN share, BGN Shareholders
2006 443 395.12 0.01 60 450 000 07/11/07
2007 1514 936.65 0.03 60 450 000 07/23/08
2008 28 969 064.58 0.48 60 450 000 06/29/09
2009 2375 117.03 0.04 60 450 000 07/23/10
2010 2394 037.58 0.04 60 450 000 07/13/11
2011 12 870 844.56 0.21 60 450 000 06/06/12
2012 3917 954.96 0.06 60 450 000 07/15/13
2013 1448 423.90 0.02 60 450 000 05/29/14
2014 0.00 0.00 60 450 000 06/30/15
2015 1607 504.40 0.08 20 150 000 08/11/16
2016 1487 011.97 0.07 20 150 000 05/29/17
2017 687 260.13* 0.03 20 150 000 06/20/18
Source: the Company *Provisioned amount for dividend
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Dividend policy

“Bulgarian Real Estate Fund” REIT has been in compliance with the requirement of the Special
Purpose Vehicles Act (Article 10) with respect to the distribution of no less than 90% of the financial
result determined in accordance with the rules of Article 10, paragraph 3 of the Special Purpose
Vehicles Act, due consideration being given to the requirement of Article 247a, paragraph 1 of the
Commercial Act.

No change is expected in the company’s policy with respect to the distribution of dividends.
Distribution of the dividends

The decision about the profit distribution in the form of dividends is taken by the shareholders at the
annual regular general meeting, after approval of the audited annual financial statement of the
Company for the respective financial year and in accordance with the provisions of the law. The
distribution and payment of advance dividends shall not be allowed.

Every Share, including the Offered Shares, shall entitle its holder to dividend, proportional to its par
value. The right to receive a dividend shall be conferred on every persons registered in the Central
Depository as a shareholder of the Company on the date falling on the 14" day after the resolution of
the General Meeting for distribution of dividend (the “Dividend Date”). For more detailed information
about the payment of dividends, please see the section “Share capital and rights and obligations
related to the Shares and the General Meeting — Rights and obligations ensuing from the Shares —
Right of participation in the profit”.

If the company has issued preferred shares with guaranteed dividend, the receivables under them are
paid before the ones under the ordinary shares.

The Bulgarian and foreign shareholders enjoy the same regime with respect to their right of dividend
and the procedures for the payment thereof. As a general rule, the Company pays dividend in BGN.

The articles of association do not provide for any limits about the payment of dividends. Certain
restrictions concerning the distribution of dividends are contained in the applicable Bulgaria legislation.
The Company is bound to ensure the payment of dividends within 3 months from the adoption of a
resolution by the General Meeting of the shareholders. (see section “Share capital and rights and
obligations related to the Shares and the General Meeting — Rights and obligations ensuing from the
Shares — Right of participation in the profit”).

For information about the taxation of dividends, see the section “Taxation — Dividends”.
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5. CAPITALIZATION AND INDEBTEDNESS

The data presented in the present section should be analysed together with the information presented
in “Operating and financial review”, the financial statements and the notes to them, as well as the
financial data presented in the other sections of the Prospectus.

Capitalization and indebtedness

The table below contains information for the capitalization and indebtedness of the Company.

Capitalization and indebtedness, BGN ‘000 As at 31 March 2018

Total short-term obligations 3387
Guaranteed -
Secured 1152
Non-guaranteed/non-secured 2235
Total long-term obligations 8720
Guaranteed -
Secured 8720

Non-guaranteed/non-secured -

Equity 75579
Capital stock 20 150
Premium reserves 46 645
Retained profit 8784
Ratios

Capital/liabilities 6.24
Current liabilities / Liabilities 0.28
Non-current liabilities / Capital 0.12

Source: Unaudited report for the first quarter of 2018; the Company; Calculations of FFBH

Indirect and conditional obligations

For information about the indirect and conditional indebtedness, please see “Operating and financial
review — Direct and conditional obligations and commitments”.
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6. SELECTED HISTORICAL FINANCIAL INFORMATION

The tables below present selected financial data as at 31 December 2015, 2016 and 2017 and as at
31 March 2017 and 2018 derived from the audited annual financial statements for 2014, 2015 and
2016 and the unaudited financial statements for the first quarters of 2017 and 2018.

This section should be read together with the information presented in “Operating and financial review”
and in the financial statements and the explanatory appendices to them, as well as with the other
financial information presented in the Prospectus.

Statement of comprehensive income

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Incomes

Incomes from the sale of investment properties 259 2075 6 600 - -
Incomes from rents and management fee 3984 4187 6176 1509 1651
Net pro_fit from changes in the fair values of investment 487 2 462 2111 ) _
properties

Interest incomes 13 8 1 1 -
Profit from a derivative financial instrument 114 45 0 - -
Other incomes 21 174 116 13 11
Total incomes 4878 8 951 15 004 1523 1662
Costs

Book value of investment properties sold (327) (2 267) (6 599) - -
Direct operating costs related to investment properties (955) (967) (1 315) (262) (243)
Remunerations of the managing company (1 015) (1 022) (1 078) (261) (281)
Interest costs (202) (204) (353) (81) (86)
Remunerations of the Board of Directors (113) (110) (114) (25) (25)
Staff costs (55) (56) (56) (13) (13)
Other costs (202) (126) (126) (56) (19)
Total costs (2 869) (4 752) (9 641) (698) (667)
Profit for the year 2009 4199 5363 825 995

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018; the Company
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Statement of financial position

The amounts are in BGN ‘000 31/03/2017 31/03/2018

Long-term assets

Investment properties 66 635 68 965 81813 69 139 81 864
Equipment _ 4 9 4 8
Intangible assets 2 _ 7 - 6
Other financial asset 704 _ _ - -
Total long-term assets 67 341 68 969 81 829 69 143 81878

Short-term assets

Commercial and other receivables 217 139 163 183 319
Deferred expenses 20 21 20 26 24
Cash and cash equivalents 3510 7634 3410 8 690 3936
Total short-term assets 3747 7794 3593 8899 4279
Investment properties kept for sale 1521 8074 1529 8074 1529
Total assets 72 609 84 837 86 951 86 116 87 686
Equity

Capital stock 60 450 60 450 60 450 60 450 20150
Premium reserves 6 345 6 345 6 345 6 345 46 645
Retained profit 401 3113 7789 3938 8784
Total equity 67 196 69 908 74584 70733 75579
Long-term liabilities

Long-term interest-bearing loans 8917 9013 8 647 8720
Other long-term liability _ 154 _ 11 -
Total long-term liabilities 9071 9013 8 658 8720

Short-term liabilities

Short-term part of long-term interest-bearing loans 1886 1056 1140 1329 1152
Derivative financial liability 45 _ _ - -
Commercial and other payables 1874 3315 1527 3909 1548
Provision for dividends due 1608 1487 687 1487 687
Total short-term liabilities 5413 5858 3354 6 725 3387
Total liabilities 5413 14 929 12 367 15 383 12 107
Total capital and liabilities 72 609 84 837 86 951 86 116 87 686

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018; the Company
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Cash-flow statement

The amounts are in BGN ‘000 2016 2017 31/03/2017 31/03/2018

Cash flows from operating activity
Profit for the period 2 009 4199 5363 825 995

Adjustment for reconciliation of the profit for the year with the net cash flows:

Non-cash

Net profit from changes in the fair values of real estates (487) (2462) (2111) - -
Interest incomes (13) (8) 1) @) -
Interest costs 202 204 353 81 81
Profit from a derivative financial instrument (114) (45) - - -
(Profit)/loss from the sale of real estates 68 192 1) - -
Recognition of property written off in previous periods - (100) - - -
Depreciation costs 3 2 4 - 2
Written-off accrued obligations - (40) (81) - -
Written-off receivables 3 5 1 1 -
Written-off real estates 58 - - - -

Adjustments to working capital:

(Increase)/ decrease of commercial and other receivables (119) 78 (40) 593 (1112)
Decrease/ (increase) of commercial and other payables 1359 281 (10) 477 (28)
Net cash flows from operating activity 2969 2 306 3477 1976 939

Cash flows from investing activity
Purchase of real estates and initial direct costs under operating

leasing (6046) (8603) (11272) (170) (51)
Deposits with initial maturity exceeding 3 months - - 704 - -
Purchase of equipment and intangible assets - (4) (16) - -
Advances received under preliminary sale contracts - 1369 - - -
Receipts from the sale of investment properties 259 2075 5231 - -
Interests received 6 2 17 17 -
Net cash flows from investing activity (5781) (5161) (5 336) (153) (51)
Cash flows from financial activity

Bank loans paid (1781) (1882) (826) - (280)
Bank loans received - 10000 1000 - -
Interests paid (168) (235) (348) (80) (82)
Dividends paid (1) (1608) (1487) - -
Other receipts/payments from financial activity - - - 17 -
Net cash flows from financial activity (1 950) 6 275 (1661) (63) (362)
Net (decrease)/increase of the cash flows and equivalents (4 762) 3420 (3520) 1760 526
Cash and cash equivalents on 1 January 8 272 3510 6 930 6 930 3410
Cash and cash equivalents at the end of the period 3510 6 930 3410 8 690 3936

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018; the Company
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7. OPERATING AND FINANCIAL REVIEW

The present section presents information that the information believes to be of considerable
importance for the understanding of the financial condition and the results from the Company’s activity
for the years ending on 31 December 2015, 2016 and 2017 and for the first quarters of 2017 and
2018. “Bulgarian Real Estate Fund” REIT prepares financial statements on an individual basis.

As a public company, “Bulgarian Real Estate Fund” REIT announced all the interim and annual
audited financial statements and disclosed the necessary information in accordance with the
applicable provisions and they are accessible on the webpage of the Financial Supervision
Commission (www.fsc.bg), on the page of the Bulgarian Stock Exchange-Sofia (www.bse-
sofia.bg), on the web page of the Company (http://brefbg.com/bg/financial-reports/ ) and in the
X3News information system (the media, though which the Company reveals information to the
public).

The review of the results from the activity, the financial condition and the cash flows of the Company
presented below should be considered and interpreted together with the Financial Statements and the
other financial information contained in the other sections of this Prospectus.

The allegations in the present review and the analysis referring to the prospects of the sector, the
expectations of the management about the future results from the Company’s activity, as well as the
other non-historical information, refer to the future and due to their nature contain risk and uncertainty.
As a result from the factors dealt with in the present section and elsewhere in this Prospectus, in
particular in the ‘Risk Factors” section, the actual results of the Company may differ considerably from
the ones presented in information concerning the future (see also “Trends and outlooks”). Investors
should read the Prospectus in its entirety rather than making decisions or forming an opinion only on
the basis of the summarized information.

General review

The corporate objectives of “Bulgarian Real Estate Fund” REIT are: investing cash raised through
issue of securities in real estates (real estate securitisation) through the purchase of ownership right
and other in-rem rights in real estates, performance of construction works and improvements in them
for the purpose of their being granted for management, letting on lease, leasing, rent and/or their sale.

The Company has a relatively diversified portfolio of assets (10) divided into various sectors of the real
estate market in Bulgaria — office areas, commercial areas, residential areas, plots and agriculture
lands. A major part of the Company’s real estates is in the office areas segment, which segment is
represented in the Company’s portfolio by 3 projects: Business Park Sofia office building, Kambanite
office building and the project under development Sofia Tech Park office building. Second ranking in
terms of importance are commercial areas represented by the Mr.Bricolage stores in Sofia and Varna,
following by the plots in Mladost 4, Lozenets, Veliko Tarnovo and Vidin and agriculture lands.

In 2017 the incomes from the activity are in the amount of BGN 15 004 thousand, which is an increase
of +BGN 6 053 thousand BGN compared to 2016 and the profit from the activity for 2017 is
BGN 5 363 thousand, or BGN 1 164 thousand more than 2016. In 2017 the Company’s assets grow
by BGN 2.1 million, mostly as a result from the implemented positive net revaluations of real estates.
For information about the results from the company’s activity, please see “Operating and financial
review".

General factors having an impact on the operating and financial results

In historical plan the Company’s operations are influenced by the following key factors, which will
according to it continue to have an effect on the results from its operations: the macroeconomic
conditions in Bulgaria; the development of the real estate market in Bulgaria; the condition of the
banking sector; and the prices of materials, external services and labour.
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A review is presented below of the main factors having an impact on the financial and operating
results of the Company in the years from 2015 to 2017. The management believes that these factors
had and may possibly in the future have an effect on the activity, the financial results, the financial
condition and the development prospects of the Company.

A detailed analysis of the actual effect of the factors specified below on the specific items of the
comprehensive income statement and the statement of financial position of the Company in the
specified periods and as at the specified dates is presented in the present section in the part
“Operational Results”.

Macroeconomic conditions

The results from the Company’s operations depend both on the condition of the macroeconomic
environment in Bulgaria and on the general global economic situation. Since 2010 the economic
activity improves under the influence of the growth in consumption and investments and of the positive
dynamics in the commercial balance. The most significant contribution to the positive development in
2011 and 2013 was attributed to the shrinking of the net import, which went down by 36.6% and
74.5% respectively on an annual basis. In 2012 and 2014 the most significant role was played by the
domestic demand, with an actual annual growth of 2.0% and 2.2%, respectively, supported also by a
higher gross capital formation. In 2015 and 2016 the positive trends got more intense, as the Gross
Domestic Product had a real annual growth of 3.6% and 3.9% up to BNG 88.6 billion and BGN
94.1 billion, respectively, at current prices, the net import turned into net export and the domestic
demand continued growing. The actual annual growth of the Gross Domestic Product in 2017 shrank
to 3.6%, but remained above the average level for Europe — 2.4% (EU28), as the most considerable
contribution this year was the one of the domestic demand, which had an actual growth of 4.5% to
BGN 76.5 billion at current prices, but the gross capital formation also increased by 3.8%.

The main macroeconomic indicators for Bulgaria are presented in the “Industry review — The Bulgarian
economy” section.

Development of the real estate market in Bulgaria

The development of the real estate market in Bulgaria is the most significant factor influencing the
results of the Company. On the one hand, the price levels in the separate segments are crucial for the
results from the real estate transactions and for the profitability of the office areas and the agriculture
land and on the other hand the dynamics of the demand and offer is key for the successful
implementation of the individual projects. The Bulgarian real estate market returned to the path of
growth in 2017 under the influence of a combination of macroeconomic factors. On the one hand, the
dynamics of the Gross Domestic Product, which increases at its highest rate since the financial crises,
brings bout an increase in the demand for real estate properties in all segments. On the other hand,
the low price of the credit resource makes properties accessible, thus increasing the demand and
respectively the price thereof. The main segment, in which BREF operates, office areas, is at this time
driven by the strong demand on the background of the still insufficient offer of quality buildings.
Regardless of the putting into operation of a record volume of office areas in 2017, the analysts in the
sector expect this segment to preserve its upward trend with high activity, stable rents and low
vacancy rate.

The development of the real estate market in Bulgaria and in particular the segment of office areas
has and will continue having considerable influence on the operating results and financial condition of
the Company.

The condition of the banking sector

The condition of the banking sector has an impact on the real estate market and, in particular, on the
financial results of the Company, both along the lines of lending and along the lines of deposits. The
intensity of lending and interests under credits determine both the activity of the market and the prices
of the real estates. After the period of stagnation from the beginning of the financial crisis, in the last
years there is certain revitalization of lending. According to data of the Bulgarian National Bank, the
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volume of new credits remained flat in 2015 compared to the previous period, it posted 16% growth in
2016 and 3% decrease in 2017. In mortgage loans of households, which to a large extent determine
the prices of the real estates, there is notably positive dynamics with respective growths of new credits
of 40% in 2015, 19% in 2016 and 38% in 2017. The rates of interest under the credits in the recent
years show a stable downward trend reaching on the average 4.75% in 2017 for long-term new credits
compared to 7.91% in 2014. After the beginning of the financial crisis in 2008 the interest levels under
the deposits remained at exceptionally high levels for a long period. This had an impact also on the
real estate market where the activity was minimized due to the presence of an alternative, relatively
low-risk and fairly profitable investment product, such as term deposits. After Corporate Commercial
Bank was declared bankrupt in 2014, the interest rates registered a downward trend falling down to an
average level of 0.23% for new deposits with a contractual maturity in 2017 against 3.44% in 2013.
This trend relocated a part of this financial resource to the real estate market, where considerable
recovery has been observed.

The condition of the banking sector has and will continue to have a considerable effect on the results
and the financial condition of the Company.

The prices of external services, labour and used materials

The prices of hired services, labour, as well as of the used materials, have, together with other factors,
a considerable effect on the operating costs of the Company. The fluctuations of these costs have a
considerable effect on the Company’s profitability.

A major part of the costs is related to the construction costs, which costs are capitalized in the value of
the Company’s investment real estates and respectively determine both the profitability of the real
estate properties let on lease and the profit upon possible sale of the investment real estate. In 2015
and 2016 100% of the capital costs of the Company are related to the construction of buildings and/or
improvements of the investment properties. In 2017 this rate fell to 7%, because most of the capital
costs of the Company were for the purchase of a building tenancy right in Sofia Tech Park. In the next
years the prices of hired services, labour and of used materials will continue to have a material effect
on the results from the Company’s operations and its financial position mostly with respect to the
intended construction of the Office Building in Sofia Tech Park, the forecast value of which is
estimated to be around EUR 33 million.

Information related to the governmental, economic, fiscal, monetary policy or
political course or factors that have considerably affected or could
considerably affect, directly or indirectly the Issuer’s activity.

The activity of “Bulgarian Real Estate Fund” REIT is dependent on the governmental, economic, fiscal,
monetary policy and the political factors. Apart from the above macroeconomic factors, all other risk
factors that have affected or could affect considerably, whether directly or indirectly, the Company’s
activity are presented in details in the “Risk Factors” section.

Operational results

The table below, which is prepared for the specified periods, presents specific information for the
results from the Company’s opeartions.

Statement of Comprehensive Income

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Incomes

Incomes from the sale of investment properties 259 2075 6 600 - -
Incomes from rents and management fee 3984 4187 6 176 1509 1651
Net pro_flt from changes in the fair values of investment 487 2 462 2111 ) _
properties

Interest incomes 13 8 1 1 -
Profit from a derivative financial instrument 114 45 - - -

35



Other incomes 21 174 116 13 11

Total incomes 4878 8 951 15 004 1523 1662
Costs

Book value of investment properties sold (327) (2 267) (6 599) - -
Direct operating costs related to investment properties (955) (967) (1 315) (262) (243)
Remunerations of the managing company (1 015) (1 022) (1 078) (261) (281)
Interest costs (202) (204) (353) (81) (86)
Remunerations of the Board of Directors (113) (110) (114) (25) (25)
Staff costs (55) (56) (56) (13) (13)
Other costs (202) (126) (126) (56) (29)
Total costs (2 869) (4 752) (9 641) (698) (667)
Profit for the year 2 009 4199 5363 825 995

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018 ; the Company

The Company has only one reporting segment. The Company’s operations are organized so as to
ensure that none of them is an individual segment pursuant to the requirements of IFRS 8 Operating
Segments. In this relation breakdown of the incomes under categories of activities is not drawn up.

The main Company’s incomes are the incomes from the sale of investment properties, the incomes
from rents and management fee and the profit from changes in the fair values of investment real
estates. According to the audited financial statement for 2017 the total incomes of the Company
increase by 67.6% compared to the preceding year. The most considerable share in the incomes of
BREF belongs to the incomes from the sale of investment properties, which account for 44% of the
total incomes and increase by 218.1% compared to 2016. They result mostly from the sale of the two
of the regulated real estates in Mladost IV having a total amount 13 471 sq m, sale price of 250
EUR/sg m or total amount received in the amount of EUR 3 367 thousand. The incomes from rents
and management fee in 2017 account for 41.2% of the total incomes and increase by 47.5%
compared to the preceding year as a result from the finishing of the construction of the Kambani
Green Offices project at the end of 2016 and the conclusion of a contract with the lessees Adecco
Bulgaria,Konica Minolta and Victoria G 2011. The net revaluations also have an impact on the
dynamics of the incomes as they decrease by 14.3% on an annual basis and come mostly from the
revaluations of the new Kambanite office building and the revaluation of Building 1 in Business Park
Sofia.

In 2016 the total incomes increase by 83.5% on an annual basis as the major part of the incomes is
formed by rents and management fee — 46.8% of the total incomes. The incomes from the sale of
investment properties report the most significant growth of 701.2% as a result from the sale of a part
of the real estate properties nearby Veliko Tarnovo, the sale of a real estate in the Sequoya 2
residential building in the Borovets holiday resort and the sale of one of the real estates in regulation in
Mladost IV. The net revaluations show a change of +405.5% as the greatest contributions come from
the revaluations of the new Kambanite office building and the revaluation of Building 1 in Business
Park Sofia.

In 2015 the incomes increase by 30.6% compared to 2014 mainly as a result from 31.4% the growth in
the incomes from rent and management fee, as well as due to the positive revaluation of the real
estates. The rent incomes account for 81.7% of the total incomes and their increase is due to the
office areas purchased in 2014 in Business Park Sofia and the indexation of the rents of the
Mr.Bricolage stores.

In the first quarter of 2018 the total incomes increase by 9.1% compared to the first quarter of 2017 as
a result from the 9.4% growth in the incomes from rent and management fee. These are also the main
incomes in this period accounting for 99.3% of the total incomes.

The tables below present the incomes from rents and management fees of the Company:
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The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018

Incomes from rents 3704 3885 5531 1353 1479
Incomes from management fee 280 302 645 156 172
Incomes from rents and management fee 3984 4187 6 176 1509 1651

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018; the Company

Incomes from rents

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Office areas 1463 1589 3342 825 917
Commercial areas 2234 2286 2167 522 559
Rents 7 10 22 6 3
Total incomes from rents 3704 3885 5531 1353 1479

Source: the Company

Incomes from main customers

The amounts are in BGN ‘000 2015 2016 31/03/2017 31/03/2018
Rents, customer 1 2234 2285 2118 522 539
Rents, customer 2 - 46 1592 394 446
Rents, customer 3 626 513 521 130 131
Rents, customer 4 363 357 411 101 129
Rents, customer 5 229 383 385 96 98
Management fee, customer 2 - 8 302 73 82
Management fee, customer 3 108 89 92 23 23
Management fee, customer 4 89 88 99 24 25
Management fee, customer 5 35 61 61 15 16

Total incomes from rents and management fee, main

3684 3830 5581 1378 1489
customers

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018 ; the Company

Costs for the activity

The table below, drawn up for the specified periods, presents the main components of the costs for the
Company’s activity by types.

The amounts are in BGN ‘000 2016 2017 31/03/2017 31/03/2018
Costs

Book value of investment properties sold (327) (2 267) (6 599) - -
Change on an annual basis, % 214.4% 593.3% 191.1% n.a. n.a.
Direct operating costs related to investment properties (955) (967) (1 315) (262) (243)
Change on an annual basis, % 3.9% 1.3% 36.0% 18.6% -7.3%
Remunerations of the managing company (1 015) (1 022) (1 078) (261) (281)
Change on an annual basis, % -4.4% 0.7% 5.5% 3.6% 7.7%
Interest costs (202) (204) (353) (81) (86)
Change on an annual basis, % -27.1% 1.0% 73.0% 131.4% 6.2%
Remunerations of the Board of Directors (113) (110) (114) (25) (25)
Change on an annual basis, % 15.3% -2.7% 3.6% 31.6% 0.0%
Staff costs (55) (56) (56) (23) (23)
Change on an annual basis, % 14.6% 1.8% 0.0% -23.5% 0.0%
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Other costs (202) (126) (126) (56) (29)

Change on an annual basis, % -31.5% -37.6% 0.0% 0.0% -66.1%
Total costs (2 869) (4 752) (9 641) (698) (667)
Change on an annual basis, % -61.4% 65.6% 102.9% 16.3% -4.4%

Source: Audited annual financial statements for 2015, 2016 and 2017. Unaudited financial statements for the first quarters of
2017 and 2018 ; the Company n.a. — not applicable

The main components of the costs for the Company’s activity are the book value of the investment
properties sold, which account for in 2015, 2016 and 2017 to 11.4%, 47.7% and 68.4%, respectively,
of the costs for the Company’s operations, the direct and operating costs related to investment
properties, which account for 33.3%, 20.3% and 13.6%, respectively, of the total costs and the
remunerations for the managing company, which account for 35.4%, 21.5% and 11.2%, respectively,
of the total costs. The main reason for the growth of the costs both in 2016 and in 2017 is the book
value of the investment properties sold, due to the presence of more and larger transactions in the
respective periods. The direct operating costs related to investment properties increase by 36% in
2017 as a consequence from the putting into operation of the Kambanite office building at the end of
2016. The main costs reported in this article are the costs for maintenance and management of the
real estates, as well as the local taxes and fees costs. The remunerations of the managing company
increase by 5.5% in the last year in relation to the reported changes in the amount of the net assets of
the Company. The interest costs increase by 73% in 2017 as a result from the higher average amount
of the principal due compared to the preceding year, when the credit doubles. In the first quarter of
2018 the activity costs go down by 4.4% on an annual basis as a result from the 7.3% decrease of the
direct operating costs related to investment properties and the decrease of the other costs. On the
other hand, the remunerations of the service company increase by 7.7% due to the higher amount of
the net assets and the interest costs increase by 6.2% due to the higher amount of the bank loans.

Profitability

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Profit for the year 2009 4199 5363 825 995
Change on an annual basis, % n.a. 109.0% 27.7% 82.1% 20.6%
Provisioned dividend profit 1608 1487 687 n.a. n.a.
Change on an annual basis, % n.a. -7.5% -53.8% n.a. n.a.
Profit per share* 0.100 0.208 0.266 0.041 0.049
Dividend per share* 0.080 0.074 0.034 n.a. n.a.

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018 ; the Company; Calculations of FFBH
*Adjusted number of shares n.a.not applicable

As evident from the presented data from the statement, the Company’s profitability improves in last 3
years as the main reasons for this are the higher rent incomes, including the incomes from the
Kambanite office building (in 2016 and 2017) and the positive net revaluations of real estates reflected
in the Company’s statement. On the other hand, the reflection on the end accounting result from the
performed real-estate purchase-and-sale transactions is minimum because their book values have
already reflected the respective market prices. As regards the adjusted financial result for distribution
as a dividend in 2017, the highest impact is caused by the transaction for the sale of real estates in
Mladost 4, as this negative adjustment is in the amount of BGN 2 479 thousand and the adjustment
from the net revaluations in the amount of BGN 2 111 thousand. In 2016 and 2015 the highest impact
on the adjusted financial result for distribution as a dividend was caused by the adjustments from the
net revaluations in the amount of BGN 487 thousand and BGN 2 462 thousand, respectively.

Assets and liabilities

The table below presents an accounting balance sheet of the Company as at the end of the last three
financial years.
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Statement of financial position

The amounts are in BGN ‘000 2017 31/03/2017 31/03/2018

Long-term assets

Investment properties 66 635 68 965 81 813 69 139 81 864
Equipment _ 4 9 4 8
Intangible assets 2 _ 7 - 6
Other financial asset 704 _ _ - -
Total long-term assets 67 341 68 969 81 829 69 143 81 878

Short-term assets

Commercial and other receivables 217 139 163 183 319
Deferred expenses 20 21 20 26 24
Cash and cash equivalents 3510 7634 3410 8 690 3936
Total short-term assets 3747 7794 3593 8899 4279
Investment properties kept for sale 1521 8074 1529 8074 1529
Total assets 72 609 84 837 86 951 86 116 87 686
Equity

Capital stock 60 450 60 450 60 450 60 450 20 150
Premium reserves 6 345 6 345 6 345 6 345 46 645
Retained profit 401 3113 7789 3938 8784
Total equity 67 196 69 908 74584 70733 75579
Long-term liabilities

Long-term interest-bearing loans 8917 9013 8 647 8720
Other long-term liability _ 154 _ 11 -
Total long-term liabilities 9071 9013 8 658 8720

Short-term liabilities

Short-term part of long-term interest-bearing loans 1886 1056 1140 1329 1152
Derivative financial liability 45 _ _ - -
Commercial and other payables 1874 3315 1527 3909 1548
Provision for dividends due 1608 1487 687 1487 687
Total short-term liabilities 5413 5858 3354 6 725 3387
Total liabilities 5413 14 929 12 367 15 383 12 107
Total capital and liabilities 72 609 84 837 86 951 86 116 87 686

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018; the Company

The main components of the total amount of the Company’s assets are the investment properties
(including ones held for sale), which account as at the end of 2015, 2016 and 2017 for 93.9%, 90.8%
and 95.8%, respectively, of the total amount of the assets. The assets of BREF increased by BGN 0.9
million in 2015 as a result from the profit made over the year, including the revaluations made. In 2016
there is an increase in the assets in the amount of BGN 12.2 million as a result from the funds utilized
under the new banking loan lent to the Company, the performed positive net revaluations of real
estates and of the received advance payments under the concluded preliminary contracts for the sale
of real estates in Mladost 4. In 2017 the assets preserve their upward trend as they add BGN 2.1
million mainly as a result from the performed positive net revaluations of real estates.
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The main elements in the structure of the liabilities of the Company are the long-term and the short-
term loans, which represent as at the end of 2015, 2016 and 2017 34.8%, 66.8% and 82.1%,
respectively, of all liabilities. In addition to them, the commercial and other obligations, which represent
34.6%, 22.2% and 12.3%, respectively, of all liabilities as at the end of the last 3 financial years, are
considerable.

As at 31 December 2015 the total amount of the liabilities goes up by BGN 0.5 million compared to the
preceding period as a result from the increase of the provision for dividends due and of the
commercial and other obligations, while the loans decrease as a result from the repayment of a part of
the principal of the investment credit for the “Mr.Bricolage” project. As at the end of 2016 the liabilities
increase by BGN 9.5 million as a consequence from the utilization of a considerable part of the bank
credit contract with Eurobank Bulgaria, as well as due to the increase of the commercial and other
obligations. As at the end of 2017 the total liabilities decrease by BGN 2.6 million due to the decrease
of the commercial and other obligations and of the provision for dividends due.

Capital resources, cash flows and indebtedness
Cash flows

Presented below are the main entries from the cash-flow statement
Operating activity

Since the Company draws up a cash-flow statement under the indirect method, the main items of the
net cash flows from operating activity include most of all the profit for the period together with
adjustments that are mostly net profit from changes in the fair values of real estates,
decrease/(increase) of commercial and other payables and interest costs.

Investing activity

The net cash flows for and from the investment activity of the Company include most of all payments
and receipts related to the purchase and sale of investment properties.

Financial activity

The net cash flows from the financial activity of the Company include mostly receipts and payments
related to the receipt of loan financial instruments as well as dividends paid.

Cash and cash equivalents

Cash and cash equivalents of the Company include cash in hand and cash in bank accounts.

The table below presents information for the net cash flows of the Company from operating,
investment and financial activity for the specified period, as well as for the cash and cash equivalents
at the beginning and at the end of the reporting periods.

Cash-flow statement

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018

Cash flows from operating activity

Profit for the period 2009 4199 5363 825 995
Adjustment for reconciliation of the profit for the year with the net cash flows:

Non-cash

Net profit from changes in the fair values of real estates (487) (2462) (2111)

Interest incomes (13) (8) Q) Q)

Interest costs 202 204 353 81 81
Profit from a derivative financial instrument (114) (45) -

(Profit)/loss from the sale of real estates 68 192 1)
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Recognition of property written off in previous periods - (100) - - -

Depreciation costs 3 2 4 - 2
Written-off accrued obligations - (40) (81) - -
Written-off receivables 3 5 1 1 -
Written-off real estates 58 - - - -

Adjustments to working capital:

(Increase)/ decrease of commercial and other receivables (119) 78 (40) 593 (111)
Decrease/ (increase) of commercial and other payables 1359 281 (20) 477 (28)
Net cash flows from operating activity 2969 2 306 3477 1976 939

Cash flows from investing activity
Purchase of real estates and initial direct costs under operating

leasing (6046) (8603) (11272) (170) (51)
Deposits with initial maturity exceeding 3 months - - 704 - -
Purchase of equipment and intangible assets - 4 (16) - -
Advances received under preliminary sale contracts - 1369 - - -
Receipts from the sale of investment properties 259 2075 5231 - -
Interests received 6 2 17 17 -
Net cash flows from investing activity (5781) (5161) (5 336) (153) (51)
Cash flows from financial activity

Bank loans paid (1781) (1882 (826) - (280)
Bank loans received - 10000 1000 - -
Interests paid (168) (235) (348) (80) (82)
Dividends paid (1) (1608) (1 487) - -
Other receipts/payments from financial activity - - - 17 -
Net cash flows from financial activity (1 950) 6 275 (1661) (63) (362)
Net (decrease)/increase of the cash flows and equivalents (4762) 3420 (3520) 1760 526
Cash and cash equivalents on 1 January 8272 3510 6 930 6 930 3410
Cash and cash equivalents at the end of the period 3510 6930 3410 8 690 3936

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018.; the Company

Cash flows generated by / (used in) operating activity

In 2015 the operating activity generates a positive cash-flow as a result from the improvement of the
profit for the period and the increase of the commercial and other payables. However, in 2016, the
operating activity generates a positive net cash-flow of BGN 2.3 million, which is a BGN 0.7 million
decrease compared to 2015. The main reasons for the decrease of the net cash-flow from operating
activity are the increase of the profit as a result from changes in the fair values of real estates, which is
a non-cash flow, as well as the smaller increase of commercial and other payables. In 2017 the net
cash flow from operating activity once again changes the trend as it increases by BGN 1.2 million
compared to 2016 mainly due to the higher profit for the period as a result from the higher rent
incomes.

Cash flows, generated by / (used in) investing activity

In 2015, 2016 and 2017 the Company registers relatively similar net outbound cash flows in the
amount of BGN 5.8 million, BGN 5.2 million and BGN 5.3 million, respectively. However, the dynamics
under the individual items is more considerable as the outbound cash flow for acquisition of real
estates in 2015 goes down by BGN 8.7 million due to the high base effect from 2014 (the acquisition
of Building 1 in Business Park Sofia). In 2016 the outbound cash flow for the acquisition of real estate
properties increases by BGN 2.6 million as a result from the completion of the construction of the
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Kambanite office building. In the same year the receipts from sales and the sales advances generate a
cash flow that exceeds by BGN 3.2 million the one generated in 2015, as a consequence from the
sale of a part of the real estate properties nearby Veliko Tarnovo, the sale of a real estate in the
“Sequoya 2” residential building in the Borovets holiday resort, the sale of one of the real estates in
regulation in Mladost 1V, as well as the entry into of two preliminary contracts for the sale of two other
regulated real estates in Mladost IV. These two contract are also the main reason for the cash flow
from sales and sales advances increasing by BGN 1.8 million in 2017. On the other hand the purchase
of real estate properties generates an outbound cash flow that is higher by BGN 2.7 million due to the
purchase of a building tenancy right in Sofia Tech Park.

Cash flows, generated by / (used in) financial activity

In 2015 the Company generated an outbound net cash flow as a result from the payment of the
investment credit for the “Mr.Bricolage” project. In 2016 the Company generated incoming net cash-
flow as a consequence from the BGN 10 million utilized from the bank credit signed with Eurobank
Bulgaria AD. This inbound cash flow is partly decreased by the complete discharging of the investment
credit under the “Mr.Bricolage” project, as well as the dividends paid in the amount of BGN 1.6 million.
In 2017 the Company generated an outbound net cash flow as a result from the payments under the
credit from Eurobank Bulgaria and the dividends paid in the amount of BGN 1.5 million. This outbound
cash flow is partly made up for by the additionally utilized BGN 1 million under the credit from
Eurobank.

Capital resources

The Company finances its operation with cash from operating activity. In addition, as at the date of the
present prospectus the Company relies on the following external sources of financing: (i) attracted
share capital; (i) bank loans; and (iii) commercial obligations, including payables to suppliers and
received advances.

The main needs of the Company of cash are related to its operating activity, capital costs and
repayment of the obligations on their maturity date. According to the Board of Directors the main
sources of cash for the Company in the future will be cash from the operating activity.

There are no limits on the use by the Company of its capital resources, which would affect or could
considerably affect directly or indirectly the Company’s activity.

For a description of the indebtedness, the considerable credit financial instruments and loan
agreements, to which the Company is a party, see “Indebtedness”. For a description of the future
capital needs of the Company, see “Current and scheduled investments” below.

Indebtedness

As at 31 December 2017 the Company’s long-term loans are in the amount of BGN 9 million, and as
at 31 December 2016 and as at 31 December 2015 they are BGN 8.9 million and BGN 0, respectively.
As at 31 December 2017 the short-term part of the long-term interest-bearing loans of the Company is
in the amount of BGN 1.1 million, and as at 31 December 2016 and as at 31 December 2015 they are
BGN 1.1 million and BGN 1.9 million, respectively.

The table below presents certain information related to the loans and the net debt of the Company as
at 31 December 2015, 2016 and 2017 and as at 31 March 2017 and 2018, respectively.

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Long-term loans, incl. _ 8917 9013 8 647 8720
Bank loans _ 8917 9013 8 647 8720
Short-term part of long-term interest-bearing loans, incl. 1886 1056 1140 1329 1143
Bank loans 1886 1056 1140 1329 1143
Total loans 1 886 9973 10 153 9976 9 863
Minus cash and cash equivalents 3510 7634 3410 8 690 3936
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Net debt (1 624) 2339 6743 1286 5927

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018 ; the Company

Loan agreements and credit financial instruments

The table below presents the loans of the Company as at 31 December 2015, 2016 and 2017 and as
at 31 March 2017 and 2018, respectively.

Agreed ) Amount as at 31 December, Amount as at 31

Type of financing Cucr;en BT Ma;urlt BGN ‘000 March, BGN ‘000

BGN ‘000 2015 2016 2017 2017 2018
Investment bank loan BGN 11 000 2025 - 9973 10 153 9976 9872
Investment bank loan EUR 13691 2016 1 886 - - - -
Total bank loans 1886 9973 10 153 9976 9872

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018; the Company

On January 18, 2016, the Company concluded an investment loan agreement with Eurobank Bulgaria
AD up to a maximum of BGN 11 000 thousand, utilized in tranches and intended to finance the
construction of the Kambanite office building. The term of the loan is 10 years, with a one-year grace
period. The loan is repaid in monthly instalments due on the 21st of each month. As of 31 December
2017. the credit is fully utilized.

The Fund has an obligation under the Investment Loan Contract to maintain, until the repayment
period of the loan, a "Debt Coverage" ratio calculated as the ratio between operating profit
(representing the difference between rental income and management fee realized during the period
and the direct operating expenses related to property, without taking into account the cost of
revaluation of properties over the same period) to the sum of principal payments, interest, fees and
commissions on all loans to financial institutions - higher than 1.2.

The table below presents the loans of the Company and the average effective interest rate as at 31
December 2015, 2016 and 2017 and as at 31 March 2017 and 2018, respectively.

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Bank loans 1886 9973 10 153 9 966 9863
Average weighted interest rate for the period 5.6% 3.3% 3.2% 3.2% 3.1%

Source: the Company

As at the end of 2015 the Company had an interest swap transaction concluded with a maturity date
14 December 2016. The nominal amount of the swap is in the amount of BGN 13 691 thousand
(EUR 7 000 thousand), as BREF pays a fixed interest rate in the amount of 4.04% and receives
interest from the one-month Euribor. The Company had a contract securing its potential obligations
upon failure to fulfil commitments under the swap interest transaction up to an amount of
BGN 1 369 thousand (EUR 700 thousand). As at 31 December 2016 the Company fully repaid the
obligations under the transaction. In 2017 and in the first quarter of 2018 the Company did not enter
into additional interest swap contracts.

The Company does not have approved limits for loan funds that have not been used.
The Company does not have unused loans.
Loan collaterals

As at 31 December 2017 the Company’s loan is secured by a contractual mortgage over a business
real estate — Kambanite office building and over two commercial sites, having a total fair value as at 31
December 2017 in the amount of BGN 44 251 thousand, pledge over present and future receivables
under the contracts for operating leasing of the business site, as well as a pledge over all present and
future receivables under received bank guarantees issued for the benefit of the Fund by the lessee of
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the commercial sites. For more information on the loan facilities of the Company, please see Business
Review - Significant Tangible and Intangible Assets.

Direct and conditional obligations and commitments
The Company does not have indirect and conditional obligations
Capital expenditure

The capital expenditure include mostly capitalised costs accounted as acquired investment properties
in the Company’s financial statements.

The tables below presents information for the capital expenditure of the Company for the specified
periods.

Capital expenditure

2018 until the

The amounts are in BGN ‘000 prospectus
date

Bricolage Sofia _ _ 28 _
Heating system repair _ _ 26 _
Cooling system repair _ _ 2 _
Bricolage Varna _ 525 _

Construction of a shed _ 30 o

Store expansion _ 495 o

Business Park Sofia 116 2 12

Water coolers 116 _ o

Air conditioner _ 2 o

Access control _ _ 12

Kambani Green offices 5344 7 839 689 20
Construction 5344 7839 689 20
Sofia Tech Park _ _ 10 056 31
Acquisition _ _ 9914

Design _ _ 129

Exploration works _ _ 13 _

Analysis _ _ _ 5
LEED certification 26
Total investments 5 460 8 366 10 785 51

Source: the Company

In the period from 31 December 2017 to the prospectus date there were not any considerable for the
Company capital expenditure as the most significant investment is for LEED certification of an office
building in Sofia Tech Park for the amount of BGN 26 thousand, as well as an advance payment for
roof hydro-insolation of the building in Business Park Sofia.

In 2017 capital expenditure increase by BGN 2.4 million compared to 2016. In this year a total of
BGN 10.1 million or 93.2% of all capital costs are for the Sofia Tech Park project. The main portion of
these expenditure is for the acquisition of a building construction right in Future Development Zone
No.2 of the Tech Park. Furthermore, this year BGN 0.7 million have been invested in the Kambani
Green offices project, mostly for finishing works on the real estate. The park environment around the
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building has been completed and the interior design for the furnishing of the building foyer has been
implemented.

In 2015 and in 2016 the main capital expenditure of the Company are for the construction of the
building under the Kambani Green offices project as in these two years, 97.9% and 93.7%,
respectively, of the total capital expenditure of the Company are under the project in question. In
October 2016 the building received a Permit for Use and was put into operation. The building
constructed in this period has a total floorage of 13 205 sq m, of which the leasable office areas and
adjacent premises are 9 356sq m, restaurant having an area of 420 sq m and 214 parking places.

The Company finances the above capital expenditure under investment programme 2015 and 2016
with an investment loan from Eurobank Bulgaria AD in the amount of BGN 11 million, as well as with
own funds. The investment programme in 2017 is financed with own funds and with the absorbed
BGN 1 million of the investment loan from Eurobank Bulgaria AD.

Current and scheduled investments

The investments described herein below are current and planned main investments of the Company in
terms of their impact on the Company’s activity and their value. The planned investments are solely for
the implementation of the Sofia Tech Park project. The specified amount of the planned investments in
the project in question is based on preliminary estimates of the Company.

In 2017, after winning a tender organized by AD, ,Bulgarian Real Estate Fund” REIT acquired a
building tenancy right in Zone 2 of the building-up plan of the Tech Park. The total price for the
acquisition of the building tenancy right is BGN 9 652 thousand, as this amount is fully paid by the
Company. Pursuant to the signed final contract BREF acquires the right to construct a multifunctional
administrative-and-servicing building having a built-up-area of 4 395 sq m, total floorage of up to
35000 sqg m and a two-level underground parking having a total built-up area of up to 16 000 sq m
The minimum green area according to the urban spatial development indicators of the General Spatial
Development Plan of Sofia for the zone is 40%. The area of the terrain, on which the assigned building
tenancy right is implemented is 8 140 sg m

According to the final contract BREF is bound to carry out the construction that is provided for within
up to 5 years from the date of entry into of the final contract for the establishment of a building tenancy
right. Another requirement in the contract is that no less than 30% of the office areas are used by
companies having a research and development activity in the specified focus areas of the park and
satisfy the definition of a high technology company or medium high-tech company, according to the
statistical information of EUROSTAT.

The office areas in the future building will be predominantly intended for use by companies developing
activity in the focus area of the Tech Park — sciences of life, information technologies and clean
energy.

After the signing of the preliminary contract “Bulgarian Real Estate Fund” REIT in turn undertakes to
carry out on its own account before putting of the building into operation improvements in the area
surrounding the building, as follows:

* Green area of at least 4 400 sg m in the scope of the terrain acquired with the building tenancy
right, including ground-level and green roofs, in accordance with the design guidelines made available
by Sofia Tech Park.

* Improvement of a landscape having an area of 2 810 sg m in accordance with a tracing plan of the
Park.

Furthermore “Bulgarian Real Estate Fund” REIT undertook by singing the preliminary contract to
implement within the project implementation and not later than by the putting of the building into
operation the following infrastructural communications too:

» Design and construction 2 000 sq m alley with sidewalks;
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» As well as the underground engineering communications representing a requirement of the person
who established the building tenancy right.

After the final acquisition of the building tenancy right the Company also entered into a design contract
with “A & A Architects” OOD for the development of the design of the new building. The efforts of the
Company in the first half of 2018 will be directed mainly towards the development of the working draft
and the preparation of the future implementation of the investment.

According to the preliminary estimates of the Company the expected value of the construction of the
new building is about EUR 33 million. The financing of the new project is initially expected to be
achieved by an increase of the capital of the Company and at the second stage — with loan funds.

Investments planned in Sofia Tech Park by years

In EUR ‘000

1690 9 360 14 282 6 264 1586

Source: the Company

Information for the main future investments, for which the management bodies
have already assumed firm commitments

As at the prospectus date the Company has contracts concluded for: design of an office building in
Sofia Tech Park in the amount of BGN 1291 thousand, of which as at the prospectus date
investments in the amount of BGN 129 thousand are performed; and consultation for LEED
certification of an office building in Sofia Tech Park in the amount of BGN 117 thousand, of which as at
the prospectus date investments are made in the amount of BGN 26 thousand.

Working capital Statement

The Board of Directors hereby states that in its opinion the Company has sufficient working capital for
covering the current needs of the Company.

Trends and outlooks

The information in this section contains allegations referring to the future. They are not a guarantee for
the future financial results and the actual results of the Company may differ considerably from the
ones expressed or implied by this data, which related to the future, for a variety of factors, including,
but not limited to, the ones addressed below and in other sections of the Prospectus, in particular
“Risk Factors”. The investors are urged not to rely exclusively on the information stated below, which
refers to the future. The figures presented in the present section are not audited or verified.

The Company’s incomes for 2017 increase by 67.6% compared to the preceding year, both as a result
from the growth of the incomes from the sale of investment properties, and due to the higher incomes
from rents and management fee. The latter increase by 47.5% compared to the preceding year asa
result from the finishing of the construction of the Kambani Green offices project at the end of 2016
and the entry into of a contract with the lessees Adecco Bulgaria, Konica Minolta and Victoria G 2011.
The Company’s profitability is improved as the main reasons for this are the higher incomes from rents
and the positive net revaluations of real estates reflected in the Company’s report. On the other hand
the reflection on the final accounting result from the performed real-estate purchase-and-sale
transactions is minimal because their book values have already reflected the respective market prices.
In the first quarter of 2018 the incomes preserve the positive trend reporting 9.1% growth, while the
costs go down by 4.4%, and as a result the profit increases by 20.6%. In the present year the main
focus of the Company will be on the implementation of the project for a Office building in Sofia Tech
Park.

There is no considerable change in the financial or commercial position of the Company, which
occurred since the end of the last published audited financial information for 2017 and/or since the ned
of the last published unaudited financial information as at 31 March 2018.
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The management considers that the financial prospects of the Company for 2018 are positive as other
considerable factors having any considerable influence on the present trends in the Company’s
development are not expected to appear.

47



8. BUSINESS REVIEW

General review

The corporate objectives of “Bulgarian Real Estate Fund” REIT is: investing cash raised through issue
of securities in real estates (real estate securitisation) through the purchase of ownership right and
other in-rem rights in real estates, performance of construction works and improvements in them for
the purpose of their being granted for management, letting on lease, leasing, rent and/or their sale.

The Company has a relatively diversified portfolio of assets (10) divided into various sectors of the real
estate market in Bulgaria.

Investment projects of BREF

Project Historical value as at‘31 Book value as at 3%

December 2017, BGN ‘000 December 2017, BGN ‘000
Doverie-Bricolage Commercial areas 20 324 22 673
Agriculture land Agriculture land 114 487
Residential building — Borovets Residential areas 3311 1529
Office building — Business Park Sofia Office areas 14 505 16 904
Office building — Kambanite Office areas 17 414 21578
Holiday village — Lozenets Plot 4 409 4 455
Investment properties — Veliko Tarnovo Plot 376 1221
Investment properties — Vidin Plot 589 1234
Investment properties — Mladost 4 Plot 9422 3467

Under

Office building — Sofia Tech Park
development

10 056 9794

Source: Audited annual financial statement for 2017; the Company

The main competitive advantages of BREF are the long history on the Bulgarian market, the quality of
the management, the development strategy and the quality of the offered service.

In 2017 the incomes from the activity are in the amount of BGN 15 004thousand, +6 053 thousand
more compared to 2016 and the profit from the activity for 2016 is BGN 5 363 thousand, or BGN 1 164
thousand more than 2016. In 2017 the Company’s assets increase by BGN 2.1 million mostly as a
result from the implemented positive net real estate revaluations. For information about the results
from the company’s activity, please see “Operating and financial review”.

There are no exceptional factors that considerably influence the activity and the main markets of the
Company.

Key indicators of BREF

The amounts are in BGN ‘000 2017 31/03/2018

Incomes 4878 8 951 15 004 1662
Profit 2009 4199 5363 995
Assets 72 609 84 837 86 951 87 686
Net assets 67 196 69 908 74 584 75579
Investment costs 5460 8 366 10785 51

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statement for the first quarter of
2018; the Company

History
“Bulgarian Real Estate Fund” REIT is established at a Founding Meeting held on 04 October 2004 and
is registered by Decision No.1/11 December 2004 of the Sofia City Court under company file
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13504/2004, and in March 2005 it received a license for the performance of an activity as a special
purpose vehicle — real estate securitisation — N0.6/08 December 2005. In 2005 within two capital-
raising procedures, the Company increased its capital to BGN 20 150 000 divided into 20 150 000
shares having a par value of BGN 1. After a new increase in 2006 the capital of the Company was
increased to BGN 60 450 000.

In 2006 BREF implemented a sale-leaseback project with two Mr.Bricolage stores in the total amount
of EUR 10 million. In 2007 the Company acquired 21 real estates in Mladost 4 having a total area of
79 253 sq m at a price of BGN 37.8 million. In the same year the real estates purchased near Sofia
Airport in 2005 were sold, whereby average annual return of 112.5% for the period of the investment
was achieved. In 2008 the investment portfolio underwent considerable changes, mostly as a result
from the performed sales of the business part of the Kambanite Business Centre (BGN 21.8 million),
the office building on the M. Dimitrov blvd. (BGN 34.2 million) and 9 real estates of the investment real
estates in Mladost 4 (BGN 34.2million). In 2009 the Company ended the construction of the
Kambanite Business Centre and in 2011 it carried out the sale of the project for BGN 45 million. In
2009, 2010 and 2011 BREF sold almost all the agriculture land it had for a total price of BGN 15.4
million. In 2014 BREF acquired a total of 7 318 sq m office areas and 68 parking places from Building
1 in Business Park Sofia, together with 64.45% shares of the plot under the building at a price of
EUR 7.2 million. The Kambanite office building is the last project implemented by the Company, the
construction of which ended up at the end of 2016. In 2017, after winning a tender arranged by Sofia
Tech Park AD, “Bulgarian Real Estate Fund” REIT acquired a building tenancy right in Zone 2 of the
building-up plan of Tech Park for a total price of BGN 9.7 million.

Within two general meetings in 2016 the Company approved an increase of the par value of its shares
from BGN 1 to BGN 3 and, respectively, a decrease of the number of these shares from 60 450 000 to
20 150 000 upon preservation of the amount of the capital of BGN 60 450 000, whereafter it approved
a decrease of the capital from BGN 60 450 000 to BGN 20 150 000 through a decrease of the par
value of the issued shares from BGN 3 to BGN 1 and creation of a reserve in the “Reserve” fund in the
amount of BGN 40 300 000. The reason for the decrease of the capital is the inability of the company
to raise funds through the issue of securities upon observance of the restriction set forth in Article 176,
paragraph 2, first sentence of the Commercial Act. At the end of 2016 by Resolution No.732-0CWL/13
October 2016 the Financial Supervision Commission refused to approve the amendment to the articles
of association of the Company related to the decrease of the capital of the special purpose vehicle. At
the General Meeting held on 28 February 2018 the shareholders against adopted a decrease of the
capital after preliminary coordination of the proposed amendments with the Financial Supervision
Commission and in March 2018 the amendments were registered in the Commercial Register. At the
last general meeting of the shareholders amendment to articles of association were also adopted that
authorized the Board of Directors to increase the Company’s capital through the issue of ordinary
shares having a total par value of no more than BGN 50 million as well as to issue bonds, incl. bonds
convertible into shares, having a total par value of no more than BGN 50 million.

Organizational structure

“Bulgarian Real Estate Fund” REIT is not a part of an economic group. “Bulgarian Real Estate Fund”
REIT does not have any participation stakes in other companies.

Main markets

The investment portfolio of “Bulgarian Real Estate Fund” REIT includes projects in various types of
real estates: office areas, commercial areas, residential areas, plots and agriculture lands. The main
part of the Company’s real estates are in the office areas segment, in which segment the Company’s
portfolio contains 3 projects: Business Park Sofia office building, Kambanite office building and the
project under development — office building Sofia Tech Park. The second most important real estates
are commercial areas represented by the Mr.Bricolage stores in Sofia and Varna, accounting for
27.2% share of the investment portfolio. Next come the plots in Mladost 4, Lozenets, Veliko Tarnovo
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and Vidin, which account for a 12.5% share in the investment portfolio, the residential building in
Borovets (1.8% share) and agriculture lands with a 0.6% share.

The geographic distribution of the investments shows the city of Sofia as a main market, accounting
for 78% of the investment portfolio under book value as at the end of 2017, distributed into 5 projects.
The second place is for the city of Varna with 11% of the investment portfolio, which represents the
Doverie-Bricolage commercial centre, followed by the investment real estate in the village of Lozenets
with 5% and others with 6%.

The Company has only reporting segment. The Company’s activities are organized so that none of
them comprises a separate segment pursuant to the requirements of IFRS 8 Operating Segments. IN
this relation, there is no breakdown of the incomes by categories of activities. The table below
presents the Company’s incomes by types:

Incomes by types

The amounts are in BGN ‘000 2015 2016 2017 31/03/2017 31/03/2018
Incomes from the sale of investment properties 259 2075 6 600 - -
Incomes from rents and management fee 3984 4187 6176 1509 1651
g;tp%rrct)i]ltsfrom changes in the fair values of investment 487 2 462 2111 _ _
Interest incomes 13 8 1 1 -
Profit from a derivative financial instrument 114 45 _ - -
Other incomes 21 174 116 13 11
Total incomes 4878 8 951 15 004 1523 1662

Source: Audited annual financial statements for 2015, 2016 and 2017 Unaudited financial statements for the first quarters of
2017 and 2018; the Company

Competitive position

“Bulgarian Real Estate Fund” REIT is a special-investment-purpose joint-stock company, which does
under the procedure and conditions of the Special Purpose Vehicles Act (ZDSITs) performs an activity
of investing cash raised through the issue of securities in real estates (real estate securitization). The
Company may acquire assets without any restriction in the kind, type, location and value of the real
estates, subject to the applicable provisions of the Bulgarian legislation and the Articles of Association.

For this reason main competitors of the company are all investors in construction, acquisition and
management of real estates who aim at implementing successful projects and maximization of the
value of the profit. Considering this, the Company functions in a heavily competitive environment,
bearing in mind the development of the real estate sector in the Republic of Bulgaria.

The main market, on which the Company functions, is Bulgaria in view of the legal restrictions and the
fact that at this time the investments made are on the territory of the country. The total volume of the
utilized office areas in Sofia in 2017 exceeds 200 thousand sg.m, which is an annual growth of 55%.
The segment has not achieved such growth for ten years. It should be noted that a specificity of the
market is the large number of transactions with real estate in construction due to the shortage of
available modern office areas. The occupation rate of the main commercial centres is very high. What
should be noted is the cyclic growth of the office rents, which is particularly notable at the end of 2017
and is a signal for economic revival.

In addition to the companies and investors from the local market, in the last years competitors of the
company are also foreign investors, mostly from the region of Central and Eastern Europe who make
considerable investments in construction mostly of business and holiday real estates.

Due to the acceleration of the growth in most large real estate segments in 2017 the trends is
expected to continue in 2018 too, bringing an even larger volume of capitals and competition to the
market.
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Presently, direct competitors of “Bulgarian Real Estate Fund” REIT are mostly the other Bulgarian
special purpose vehicles, as well as the companies involved in construction, acquisition and letting on
lease of real estates.

You will find below a list of the most important competitive advantages of the Company, which will
allow it to make use of future growth opportunities and to achieve its strategic objectives:

¢ One of the main advantages of BREF to the competitors is that it has a long history on the
Bulgarian market and an established complete corporate image due to the experience of the
management, as well as to the created know-how, the company has managed to establish its name as
a standard of good management, both in the process of selection of the investments and in the
process of current management of the acquired real estates.

¢ The managers of the Company have good education, long experience in the field of real estate
investments, business, operating and financial planning, customer service, which is of paramount
importance for the development and good performance of the company. The quality of the
management is also among the most important factors for the stable financial performance of BREF
REIT over the years.

¢ Another advantage of the company, again related to the development system and strategy, is
the constant searching for an investment opportunity in each and every segment of the real estate
market in Bulgaria. The main focus is on high-quality real estate properties having a strategic location.

¢ Another advantage of “Bulgarian Real Estate Fund” REIT compared to its main competitors is
expressed exactly in the quality of the offered service. An essential part of the company’s activity is
expressed in construction and management of high-quality “Class A” business real estates. Exactly
the quality of the design and completion is one of the things that would in the future attract customers,
whether lessees or buyers, to a certain project. Therefore, upon implementation of a project the
company relies on and ensures the highest-quality performance of each single stage of the project
implementation until the letting thereof on lease to a lessee.

Strategy

The main investment and financial objective of “Bulgarian Real Estate Fund” REIT is to provide its
shareholders with a combination of current income and to increase the value of the shares in the long
run while in the meantime minimizing the non-systemic risk through investing in a diversified real
estate portfolio. The Company’s efforts are directed towards the achievement of return for the
investors, which is in the long run ahead both of the profitability under analogical projects in the field of
real estates, and the profitability from investments in various types of projects, but which has a similar
risk profile. The strategy for the achievement of the investment objectives will be focussed on:
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¢ making current incomes from the operation of real estates in the form of rents and other current
payments;

¢ implementation of high-income projects for the construction and putting into operation of new
buildings;

¢ increase in the value of the investments in the real estates owned by the Company.

For the purpose of implementing the Company’s strategy, the management of the Fund aims at
investing in the following market segments:

e Class A office areas with high quality of the design and construction, premium lessees with
long-term lease contracts. Preferred location for the real estates will be the top locations of Sofia that
have good infrastructure, access by car, sufficient number of parking places, pedestrian areas and
contemporary appearance;

¢ Quality commercial projects on premium locations in Sofia and other big cities in Bulgaria,;

¢ Commercial sites in and around the big cities, which facilitate the entry of international
commercial chains in Bulgaria;

¢ Industrial/warehouse projects in and around the capital of Bulgaria — Sofia, as well as around
other big cities.

Description of the investment objectives of the company

According to the articles of association of BREF (Article 8, paragraphs 1, 2 and 3) the main objective
of the Company’s investment activity is directed towards an increase of the market price of the
Company’s shares and an increase of the amount of the dividends paid to the shareholders, under the
conditions of preservation and increase of the value of the equity. The Company invests in real estate
properties ensuring incomes in the form of rents and other current payments and in the purchase,
construction and/or renovation of real estates for the purpose of their subsequent sale or operation.
Diversification of portfolios of real estates is achieved through investing in different types of real
estates situated in various regions of the Republic of Bulgaria, for the purpose of decreasing the non-
systemic risk of the investment portfolio. The acquisition of new assets may be financed by own funds,
through the issuance of securities by the Company and/or through bank loans, subject to the
limitations of the law and the Articles of Association. The Company has no predetermined limit on the
maximum amount of external financing relative to the equity. The amount of external financing is
determined by the Board of Directors, assessing the need for external financing, market conditions
and project risk. The Company’s efforts are directed towards the achievement of return for the
investors, which is in the long run ahead both of the profitability under analogical projects in the field of
real estates, and the profitability from investments in various types of projects, but which has a similar
risk profile. The achievement of this objective will be a result from the planned stable increase of the
Company’s incomes as a consequence from the active management of real estate portfolios.

The strategy for achieving the investment objectives will be focused on:

e making current incomes from the operation of real estates in the form of rents and other current
payments;

¢ implementation of highly profitable projects for the construction and putting into operation of
new buildings;

e increase of the value of the investments in the real estates owned by the Company.
Restrictions in the investment policy of the company

When performing its activity BREF takes into account the restrictions laid down in its Articles of
Association and legally regulated in the Special Purpose Vehicles Act, and namely:

The Company may not:
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e acquire an ownership right and other (limited) in-rem rights in real estates situated outside the
territory of the Republic of Bulgaria;

e acquire real estates that are subject of a legal dispute;
e invest in securities traded on a regulated market;

e invest in equity stakes of other companies except for an equity stake in the management
company for up to 10% of its capital;

e to carry out a buyback according to an art.111, para.5 of the Public Offering of Securities Act.
The Company can invest its free funds in:
e securities issued or guaranteed by the Bulgarian state and/or in bank deposits — with no limits;

e mortgage bonds issued under the procedure and conditions of the Mortgage Bonds Act — up to
10 per cent of the Company’s assets;

Description of the company’s policy about the acquisition of a new asset or
assets

Pursuant to the articles of association of BREF, the Company may acquire an ownership right and
other (limited) in-rem rights in all types of real estates situated on the territory of the Republic of
Bulgaria, including construction terrains, lands with development prospects, finished or unfinished
residential and industrial buildings and parts of them, as well as agriculture lands and limited in-rem
rights in them.

For the achievement of it investment and the financial purposes and upon the adoption of investment
decisions, the Board of Directors of the Company shall, supported by the expert experience of the
managing company consider the possibilities for the acquisition of a real estate only after an
evaluation has been made of all material factors, including: financial stability of the main buyers and
lessees, location of the real estate, possibility of development, potential for income generation,
prospects for an increase of the price of the real estate, liquidity, tax considerations.

As at the end of 2017 the Company has a diversified portfolio of real estates with investments in
commercial areas, office areas, residential building, plots and agriculture lands. In 2018 the Company
will direct it efforts mainly towards the development and financing of the new office building in Sofia
Tech Park and the management of the current income generating projects.

Description of the criteria satisfied by properties, in which the company will
invest, as well as the characteristics of the acquired real estates

Target market segments and description of the requirements to the assets — subject of
securitization

The Fund management aims at investing in the following market segments:

¢ Class A office areas with premium lessees with long-term lease contracts. Preferred location for
the real estates will be the main districts and boulevards of Sofia that have good infrastructure, access
by car, sufficient number of parking places, pedestrian areas and contemporary appearance;

¢ Quality commercial projects on premium locations in Sofia and other big cities in Bulgaria;

e Commercial sites in and around the big cities, which facilitate the entry of international
commercial chains in Bulgaria;

¢ Industrial/warehouse projects in and around the capital of Bulgaria — Sofia, as well as around
other big cities.

A priority of the management body of the Fund are:

e Sale-leaseback projects;
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¢ Purchase of plots — with main focus on high-potential locations appropriate for the development
of new projects in all sectors of the real estate market;

o “Built according to the customer’s requirements” type projects;
e Creation of long-term connections with large lessees of real estates;
¢ Increase of the value of the assets through their permanent and active management.

Information for the acquired real estates

Type of the real estates and relative share of each type of real estates of the generally secured

Historical Book value in BGN ‘000 as at
value as at 31

real estates

P Deggﬂ?er Decgrlnber Decgrlnber Decgrlnber 312'\8ié0h
BGN ‘000 2015 2016 2017
Doverie-Bricolage Commercial areas 20 324 21 447 22 263 22 673 22 673
Agriculture land Agriculture land 114 212 340 487 487
Residential building — Borovets Residential areas 3311 1521 1487 1529 1529
Office building — Business Park Office areas 14 505 14 872 15433 16 904 16 904
Office building — Kambanite Office areas 17 414 8 666 19 201 21578 21 598
Holiday village — Lozenets Plot 4409 5820 5815 4 455 4 455
Real estates — Veliko Tarnovo Plot 376 2575 1217 1221 1221
Real estates — Vidin Plot 589 1235 1234 1234 1234
Real estates — Mladost 4 Plot 9422 11 808 10 049 3467 3467
Under

Office building — Sofia Tech Park 10 056 9794 9825

development

Source: Audited annual financial statements for 2015, 2016 and 2017; Unaudited financial statements for the first quarters of
2017 and 2018; the Company

Structure of the investment portfolio according to the type of real estates, March 31, 2018

12%

m Office properties

= Retail properties

= Agricultural land
Residential properties
Land plot
Under development

2%
1%

Source: the Company

Place of location of the real estates and relative share of the properties according to their place
of location of the generally secured real estates.

The investment portfolio of “Bulgarian Real Estate Fund“ REIT includes projects in diverse regions of
Bulgaria. The main market in terms of location is the city of Sofia, which accounts for 78% of the
investment portfolio under book value as at the end of 2017 (see the chart below), distributed into 5
projects. The second place is for the city of Varna with 11% of the investment portfolio, which
represents the Doverie-Bricolage commercial centre, followed by the investment real estate in the
village of Lozenets with 5% and others with 5%. The Others segment includes the residential building
in Borovets, the investment real estates in Vidin and Veliko Tarnovo, as well as the agriculture lands in
the municipalities of Dobrich, Tervel, Kozloduy, Dulovo, Valchi Dol, Knezha, Lovech and Ugarchin.
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Structure of the investment portfolio in terms of place of location, March 31, 2018

6%

Source: the Company

Description of the real estates. Additional investments and costs necessary for the putting of
the assets into operation.

Commercial centres “Doverie-Bricolage“

The start of the “Doverie Bricolage” Commercial Centre project was in 2006. The investment is of a
sale-leaseback type, the subject of which are the two stores from the Mr.Bricolage chain situated in
the city of Varna, in the quarter of Mladost and in the city of Sofia at the Tsarigradsko Shose blvd. The
stores are purchased for a total amount of ERU 10 million, and for the purpose of optimizing the return
on the project, in 2006 BREF refinanced 70% of its value through an investment loan from Eurobank
Bulgaria AD in the amount of EUR 7 million.

In 2016 the credit used for financing the project was entirely repaid where after the cash resource from
the received rent incomes remained entirely in the Company.

The term of the lease contracts is until December 2021 and from 2013 there is an annual indexation of
the rents by the inflation index HICP 27 countries for the preceding year. After the indexation in 2018
the expected annual net rent income from the two sites is in the amount of BGN 2 154 thousand.

At the end of 2015 on the request of the lessee a decision was made that 2016 expansion and
restructuring of the store in the city of Varna would be carried out. As a result from this decision, in
January 2016 a contract was signed for the performance of the required construction works and within
the first quarter of 2016 the expansion itself was effected, as the total amount of the investment was
around BGN 525 thousand. As a result from the performed restructuring in the second quarter of 2016
an increase was made in the rent payment under the lease contract. In 2017 a programme and the
renovation of the heating institution in the store in the city of Sofia was also implemented. In the next
year a replacement of the roof insulation and renovation of some of the installations in the same real
estate is scheduled.

“Doverie-Bricolage” Sofia Commercial Centre “Doverie-Bricolage” Varna Commercial Centre

Plot, sqm 15174 Plot, sgm 12 184
Total floorage, sqg m 7 610 Total floorage, sq m 5375
Purchase price, millions of EUR* 6 Purchase price, millions of EUR* 4
Purchase date 15 November 2006 Purchase date 17 August 2006
Indexation of July 2013 HICP 27 Indexation of July 2013 HICP 27
Term of the lease contract December 2021 Term of the lease contract December 2021

Source: the Company
*The specified purchase price does not include the costs made for the acquisition of the real estates
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Agriculture land

As at the end of 2017 the Company is the owner of 404 dka agriculture land, of which 201 dka are in
the region of Dobrich, 111 dka are in the region of Lovech, 44 dka are in the region of Silistra, 37 dka
are in the region of Pleven, 5 dka are in the region of Vratsa and 5 dka are in the region of Varna. The
category of lands under non-irrigation conditions is mainly third, fourth and fifth. In 2015 as a result
from court judgments that entered into force, BREF wrote off from its assets 121 dka of agriculture
lands. Later in 2016, as a consequence from resumption of a apart of the specified cases and
achievement of a positive judgment that is not subject to appealing, the Fund recognizes back 121 dka
of lands. The lands rented as at the end of 2017 are 191.1 dka or around 47% of all real estates. The
average rent price is 50 BGN/dka.

“Sequoya 2” Residential building — Borovets

In 2007 the Company became the owner of a holiday real estate — “Sequoya 2” residential building,
built on a land plot having an area of 1012 sq m situated in the oldest ski resort of Bulgaria —
Borovets. The built-up area of the building is 512.3 sgq m, and the total floorage is 3 527.30 sq m The
price of acquisition, including acquisition costs, is in the amount of BGN 4 356 thousand.

The building consists of 36 apartments situated on 5 floors and 9 garages on the ground level. The
Sequoya complex is near a picturesque pine forest not far from the centre of the resort.

In each of 2015 and in 2016 the Company made one apartment sale, and in 2017 — one sale of a
garage in the building. As at the end of 2017 the total number of apartments sold is ten, and as
regards the garages — only one is sold. Each of them is sold with the respective shares of the building
and the same portion of the ownership right in the land plot. The campaign for the sale also of he other
real estates in the building continues.

Office building 1 — Business Park Sofia

In 2014 BREF acquired a total of 7 318 sq m of office areas and 68 parking places from Building 1 in
Business Park Sofia, together with 64.45% shares of the plot under the building. All offices are
situated in entrance B of the building. The occupation rate of the property of the Company is presently
100%. The total price from the two Company’s transactions under the purchase of the real estates is
EUR 7.2 millions.

In 2015 the lease contracts and the signed annexes for more than 3 800 sq m or 60% of the leasable
areas in the building were renegotiated. As a result lease contracts for 2 150 sq m were extended until
2021 and for 1 650 sq m — until 2019.

In 2016 UNIFY SERVICE CENTRE EOOD, one of the lessees in the building, expanded the premises
leased by it by leasing Studio 1 on the 5" The leased premise has an area of 255.49 sq m, and afte
the letting thereof on lease the building became fully leased. In addition, in the end of the same year
the Company signed an annex also with Bulpros Consulting AD for the extension of their lease
contract until 31 March 2020.

In 2017 the Company re-signed the lease contract with Atos IT Solutions and Services EOOD for a
new period of 5 years at new, higher prices conformed to the current rent levels on the market. The
total area let on lease under this contract is 2 349,49 sq m and 12 parking places in the underground
parking of the building. The new lease enters into force since February 2018.

In 2017 a project was also developed for the renovation of the foyer of the building. Offers are
collected on an ongoing basis of the implementation thereof. In addition, a new access system is
installed in the building, which will improve the security in the offices. In the next year a replacement of
the roof hydroinsulation of entire building is also planned.

Kambanite office building

Kambanite office building is the most recent project of the Company, the construction of which ends in
the end of 2016. The real estate is located on a plot having an area of 10 671 sq m, in the area of Villa
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Area Maliniova Dolina — Bunkera in the city of Sofia. After the regulation of the real estate in 2015
BREF started a project for the construction of a top class multifunctional building, which satisfies the
criteria for green buildings and offers all the facilities typical of such buildings. In October 2016 the
building was issues a Permit for User and was put into operation.

The commercial name of the building is Kambanite Green Offices. The total floorage of the building is
13 205 sq m, of which the leasable office areas and adjacent premises are 9 356 sq m, a restaurant
having an area of 420 sq m and 214 parking places, of which 74 are in the underground parking.

As at the end of December 2017 80,25% of the real estate are let on lease. The main lessees in the
building are Adecco Bulgaria EOOD with 6 902,31 sq m and Konica Minolta with 661.89 sq m The
main term of the lease contracts is 5 years. The total number of parking places let on lease is 125, of
which 46 are in the undergrounds parking. The lessee of the restaurant is Viktoria G 2011 EOOD.
There are ongoing conversations also with other potential lessees, which have expressed interest in
the building.

In 2016 the Company secured also bank financing of the project from Eurobank Bulgaria AD in the
amount of BGN 11 million. As at the end of March 2018 the principal due is in the amount of
BGN 9.89 million. For more information about the conditions of the loan, please see “Operating and
financial review — Loan agreements and credit financial instruments*.

In 2017 some of the finishing works on the real estate continued. The park environment around the
building is finished and the interior design for the furnishing of the building foyer is implemented.
Pursuant to the construction contracts the Company has retained warranty amounts, the last of which
are to be settled in 2018.

At the end of April 2018, the Company signed a lease agreement with Survey Sampling Bulgaria
EOOD. The contract is for a period of 5 years and the total leased area is 912.76 sq m With the new
premises, the building's occupancy reaches 89.42%

Office building Sofia Tech Park

In 2017, after winning a tender arranged by Sofia Tech Park AD, “Bulgarian Real Estate Fund” REIT
acquired a building tenancy right in Zone 2 of the building-up plan of the Tech Park. The total price for
the acquisition of the building tenancy right is BGN 9 652 000, this amount being paid in full by the
Company. Pursuant to the signed final contract BREF acquires the right to construct a multi-functional
administrative-and-servicing building having a built-up-area of 4 395 sq m, total floorage of up to
35 000 sq m and a two-level underground parking having a total built-up area of up to 16 000 sq m
The area of the terrain, on which the assigned building tenancy right is implemented is 8 140 sq m The
term for construction of the building is 5 years from the entry into of the final contract. Another
requirement in the contract is that no less than 30% of the office areas are used by companies that
have a research-and-development activity in the specified focus areas of the park and satisfy the
definition of a high technology company or medium high-tech company, according to the statistical
information of EUROSTAT.

After the final acquisition of the building tenancy right the Company entered into also a design contract
with “A & A Architects” OOD for the development of the design of the new building. The Company’s
efforts in the first half of 2018 will be directed mostly towards the development of the working draft and
the preparation of the future implementation of the investment.

According to the preliminary estimates of the Company the expected value of the construction of the
new building is around EUR 33 million. The financing of the new project is initially expected to be
implemented by an increase of the Company’s capital and at the second stage — by loan funds.

Holiday village on the sea — village of Lozenets

The project provides for the construction of a holiday village of a closed type, in which residential,
commercial and entertainment areas are to be built. The plot intended for the construction of the
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project has an area of around 28 dka and the design includes the construction of 291 apartments, two
pools — for children and for adults, two restaurants, a commercial and entertainment centre.

For the purposes of the project in June 2006, the Company acquires a regulated terrain with a total
area of 28 dka. The real estate is situated in the municipality of Tsarevo, nearby the village of
Lozenets, Burgas region. The plot is situated about 50 m away from the coast line nearby the Oasis
and Arapya camping.

As a result from adverse market conditions in the holiday real estates sector, which come as a result
from the economic crisis and the too high offering of real estates along the Bulgarian Black Sea coast,
in the recent years BREF froze the project for the construction of a holiday village.

Investment real estate nearby the town of Veliko Tarnovo

In 2006 the Company purchases properties having a total area of 203 249 sq m, which are located on
the trunk road Sofia — Varna, 5 km from the town of Veliko Tarnovo. The properties have the status of
an agriculture land and are still not in regulation. In 2015 the Company performed one transaction for
the sale of a part of the lands having a total area of 24 445 sq m, and in May 2016 a second
transaction was entered into for the sale of 30 250 sq m more. The value of the second transaction is
in the amount of BGN 250 thousand. After the two sales BREF remained owner of properties having a
total area of 148 554 sq m. Presently, the Company has a concluded lease contract, whereby the
other real estates are let for temporary use on rent as agriculture lands.

The intention of the management is to sell the property in stages.
Investment real estate nearby the town of Vidin

In 2006 after a tender conducted by the Ministry of Defence, BREF became the owner of a plot having
a total area of 86 008 sq m The price, at which the tender was won, was BGN 541 537 or 6.30 BGN/sq
m The terrain is located nearby the ferryboat port of Vidin on the main road connecting the town and
the ferry. In the area in front of the plot a customs bureau is located, which services the loads coming
along the river of Danube. In addition, the real estate is located nearby Danube Bridge 2, the
construction of which was completed in 2013.

The intention of the management is to sell the property.
Investment properties in Mladost IV, city of Sofia

In 2007 the Company acquired 21 land plots having a total area of 79 253 sq m situated on the Ring
Road of the city of Sofia at the point of its crossing with Aleksandar Malinov Blvd., to the west, in front
of Business Park Sofia. The total purchase price of these real estates is BGN 37 771 thousand, as this
price excludes the costs for the transfer of the real estate.

In 2008 the Company finalized the sale of 9 of the purchased properties having a total area of 31 908
sq m. for the amount of EUR 17.5 million. In 2011 as a result from regulation processes in the area,
the total area of the real estates owned by the Company was decreased to 46 356 sq m., of which a
part of these plots were designated for grassing without a right to build on them. In the same year the
Company sold 4 166 sq m. of the areas for grassing.

In the beginning of 2016 the total area of the real estates owned is 33 105 sq m This area comes as a
result from the adoption of the new spatial development plan of the district, the official documents for
which were received by the Company in 2015. Pursuant to this plan a part of the former real estates of
BREF were exchange for new ones with better development parameters, but subject to 25% decrease
of the areas of the real estates and a new location. The new development parameters are Kint 3.5 and
60% density of building-up. In this way, after the areas were decreased by 8 375 sq m and the plots
were transformed BREF remained with properties having a total area of 33 105 sq m, of which 25 132
sg m in regulation and 7 973 sq m outside regulation designated for green areas.

In 2016 the Company sold one of the newly regulated plots having an area of 3 616 sq m The sale
price is 250 EUR/sq m. After the signing of preliminary contracts in December 2016 at the end of 2017
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the Company finalized two more transactions for the sale of two of the regulated plots in Mladost IV
with a total area of 13 471 sq m, which have a prime cost of BGN 9 066 thousand. The agreed sale
price was 250 EUR/sq m or the total amount received as a consequence from the sale of the real
estates was EUR 3 367 thousand. After the finishing of the sales in the end of 2017 the Company
remained the owner of 16 018 sq m, of which 8 045 sq m in regulation, and the rest — outside
regulation designated for green areas.

Constructions, repairs and improvements of the real estates.

Investments Additional investments

in BGN ‘000 and costs needed to put

the assets into operation

Doverie-Bricolage - 525 28
Agriculture land - - -
Residential building — Borovets - - -

s | s | oo [aveomon|

Office building — Business Park Sofia 116 2 12

Office building — Kambanite 5344 7 839 689 20
Holiday village — Lozenets - - - -
Investment properties — Veliko Tarnovo - - - -

Investment properties — Vidin - - - -

Investment properties — Mladost 4 - - - - -
Office building — Sofia Tech Park - - 10 056 31 64 899

Source: the Company
For more information see “Capital costs” and “Current and scheduled investments”.

Real estates granted for use against payment and their relative share of the total secured real
estates.

The real estates granted for use against payment are the commercial centres “Doverie-Bricolage” in
Sofia and Varna, Office building 1 in Business Park Sofia, Kambanite office building, the investment
real estate in Veliko Tarnovo, as well as a part of the agriculture land.

The total value of the assets granted for use against payment as at 31 March 2018 is BGN 58 379
thousand and includes:

¢ Commercial centre “Doverie-Bricolage” — Sofia having a book value of BGN 13 544 thousand
and 100% occupation rate

o Commercial centre “Doverie-Bricolage” — Varna having a book value of BGN 9 129 thousand
and 100% occupation rate

o Office building 1 in Business Park Sofia having a book value of BGN 16 904 thousand and
100% occupation rate

o Kambanite office building having a book value of BGN 21 598 thousand and 80% occupation
rate

¢ Investment real estate in Veliko Tarnovo having a book value of BGN 1 221 thousand and
100% occupation rate

e Agriculture land having a book value of BGN 487 thousand and 51% occupation rate

The relative share of the real estates granted for use against payment of all the secured real estates is
70%.
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Insurance companies, with which the real estates are insured, as well as material conditions of

the insurance contracts.

Insured property

Commercial centre "Doverie-Bricolage"-Sofia

Location
Owner

For the benefit of

Insurance company

Type of insurance

Risks covered

Period of insurance

Insurance premium

115 Tsarigradsko Shose blvd., Sofia
BREF REIT
Eurobank Bulgaria AD

Insurance and Reinsurance Company Allianz Bulgaria

All types of industrial sites

1. Earthquake risk; 2. Risk of strikes, riots, sabotage,
terrorism; 3. Risk related to the loss of rent incomes; 4.
All other risks for industrial sites (fire, incl. the
consequences from the fire extinguishing; lightning
strike, explosion or implosion; hit by an aircraft, parts of it
or its cargo; natural disasters, incl. storm, hailstorm,
torrential rain, flood, weight upon natural accumulation of
snow and ice, freezing, falling trees, branches and other
external objects as a result from a storm or hailstorm;
pipeline water; hit by a transport vehicle or animal; the
costs incurred by the insured party for mitigating the
damages resulting from an insured event.)

08 December 2017 — 07 December 2018

BGN 4 054.38 (incl. BGN 375 Cover according to the
special conditions)

BREF REIT / MNI OOD

Insurance and Reinsurance
Company Allianz Bulgaria

Third party liability of a legal entity

Includes all amounts that the
insured party is legally obligated to
pay as a compensation for
damages to third parties as a
consequence from negligence,
errors or omissions in the
performance of the respective
professional duties. As well as all
claim settlement costs approved by
the insurer.

08 December 2017 — 07 December
2018

BGN 1 306.25

Source: the Company

Insured property

Commercial centre “Doverie-Bricolage”-Varna

Location
Owner

For the benefit of

Insurance company

Type of insurance

Risks covered

Period of insurance

Insurance premium

3 Vyara str., Varna
BREF REIT
Eurobank Bulgaria AD

Insurance and Reinsurance Company Allianz Bulgaria

All types of industrial sites

1. Earthquake risk; 2. Risk of strikes, riots, sabotage,
terrorism; 3. Risk related to the loss of rent incomes; 4.
All other risks for industrial sites All other risks for
industrial sites (fire, incl. the consequences from the fire
extinguishing; lightning strike, explosion or implosion; hit
by an aircraft, parts of it or its cargo; natural disasters,
incl. storm, hailstorm, torrential rain, flood, weight upon
natural accumulation of snow and ice, freezing, falling
trees, branches and other external objects as a result
from a storm or hailstorm; pipeline water; hit by a
transport vehicle or animal; the costs incurred by the
insured party for mitigating the damages resulting from
an insured event.)

30 September 2017 — 29 September 2018

BGN 3 343.83 (incl. BGN 375 Cover according to the
special conditions)

BREF REIT / MNI OOD

Insurance and Reinsurance
Company Allianz Bulgaria

Third party liability of a legal entity

Includes all amounts that the
insured party is legally obligated to
pay as a compensation for
damages to third parties as a
consequence from negligence,
errors or omissions in the
performance of the respective
professional duties. As well as all
claim settlement costs approved by
the insurer.

30 September 2017 — 29
September 2018

BGN 930.00

Source: the Company
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Insured property

“Sequoya 2” Residential building — Borovets

Location
Owner

For the benefit of

Insurance company

Type of insurance

Risks covered

Period of insurance

Insurance premium

Sofia region, Samokov municipality, holiday resort Borovets, Land Plot No.189, quarter 15

BREF REIT
Eurobank Bulgaria AD

Insurance and Reinsurance Company Allianz Bulgaria

All types of industrial sites

1. Earthquake risk; 2. All other risks for industrial sites
(fire, incl. the consequences from the fire extinguishing;
lightning strike, explosion or implosion; hit by an aircraft,
parts of it or its cargo; natural disasters, incl. storm,
hailstorm, torrential rain, flood, weight upon natural
accumulation of snow and ice, freezing, falling trees,
branches and other external objects as a result from a
storm or hailstorm; pipeline water; hit by a transport
vehicle or animal; the costs incurred by the insured party
for mitigating the damages resulting from an insured
event.)

14 December 2017 — 13 December 2018

BGN 1517.38

BREF REIT / MNI OOD

Insurance and Reinsurance
Company Allianz Bulgaria

Third party liability of a legal entity

Includes all amounts that the
insured party is legally obligated to
pay as a compensation for
damages to third parties as a
consequence from negligence,
errors or omissions in the
performance of the respective
professional duties. As well as all
claim settlement costs approved by
the insurer.

14 December 2017 — 13 December
2018

BGN 300.00

Source: the Company

Insured property

Location
Owner

For the benefit of

Insurance company

Type of insurance

Risks covered

Period of insurance

Insurance premium

Office building 1 Business Park Sofia

housing estate of Mladost 4, BPS, building 1, entrance B, north and south wing, city of Sofia

BREF REIT
BREF REIT

Colonnade Insurance SA — Bulgaria Branch

All types of industrial sites

1. Earthquake risk; 2. Risk of strikes, riots, sabotage,
terrorism; 3. Risk related to the loss of rent incomes; 4.
All other risks for industrial sites All other risks for
industrial sites (fire, incl. the consequences from the fire
extinguishing; lightning strike, explosion or implosion; hit
by an aircraft, parts of it or its cargo; natural disasters,
incl. storm, hailstorm, torrential rain, flood, weight upon
natural accumulation of snow and ice, freezing, falling
trees, branches and other external objects as a result
from a storm or hailstorm; pipeline water; hit by a
transport vehicle or animal; the costs incurred by the
insured party for mitigating the damages resulting from
an insured event.)

01 February 2018 — 31 January 2019
BGN 4 355.39

BREF REIT / MNI OOD

Colonnade Insurance SA — Bulgaria
Branch

Third party liability of a legal entity

Includes all amounts that the
insured party is legally obligated to
pay as a compensation for
damages to third parties as a
consequence from negligence,
errors or omissions in the
performance of the respective
professional duties. As well as all
claim settlement costs approved by
the insurer.

01 February 2018 — 31 January
2019

BGN 1 200.00

Source: the Company
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Insured property Kambanite office building

9 Vitohski Kambani str., Sofia, Regulated Land Plot IX-2567 from quarter 2, the locality of

Location Malinova Dolina — Bunkera 1* stage, Vitosha district
Owner BREF REIT
For the benefit of Eurobank Bulgaria AD BREF REIT / MNI OOD
. . . Insurance and Reinsurance
Insurance company Insurance and Reinsurance Company Allianz Bulgaria ; -
Company Allianz Bulgaria
Type of insurance All types of industrial sites Third party liability of a legal entity

1. Earthquake risk; 2. Risk of strikes, riots, sabotage,
terrorism; 3. Risk related to the loss of rent incomes; 4.
All other risks for industrial sites All other risks for
industrial sites (fire, incl. the consequences from the fire
extinguishing; lightning strike, explosion or implosion; hit
by an aircraft, parts of it or its cargo; natural disasters,

Risks covered incl. storm, hailstorm, torrential rain, flood, weight upon
natural accumulation of snow and ice, freezing, falling
trees, branches and other external objects as a result
from a storm or hailstorm; pipeline water; hit by a
transport vehicle or animal; the costs incurred by the
insured party for mitigating the damages resulting from an
insured event.)

Includes all amounts that the
insured party is legally obligated
to pay as a compensation for
damages to third parties as a
consequence from negligence,
errors or omissions in the
performance of the respective
professional duties. As well as all
claim settlement costs approved
by the insurer.

19 September 2017 — 18

Period of insurance 19 September 2017 — 18 September 2018 September 2018

8 805.31 (incl. BGN 750 Cover according to the special

conditions) BGN 1 597.81

Insurance premium

Source: the Company

Location municipality of Vidin, the locality of Grindul, land plot No.072017
Owner BREF REIT

For the benefit of BREF REIT

Insurance company Insurance and Reinsurance Company Allianz Bulgaria

Type of insurance Fire legal entities

1. Main cover — damages and losses as a result from fire (incl. the consequences from the
fire extinguishing), lightning strike, explosion or implosion, hit by an aircraft, parts of it or its
cargo, natural disasters (incl. storm, hailstorm, torrential rain, flood, weight upon natural
accumulation of snow and ice, freezing, falling trees, branches and other external objects

Risks covered as a result from a storm or hailstorm), pipeline water, hit by a transport vehicle or animal,
as well as the costs incurred by the Insured Party for mitigating the damages resulting from
an insured event; 2. Landslide and landfall; 3. earthquake; 4. Short circuit/current rush; 5.
third parties’ malicious acts; 6. Damages incurred during transportation upon a change in
the address; 7. all risks of permanently mounted glasses.

Period of insurance 07 December 2017 — 06 December 2018

Insurance premium BGN 23.55

Source: the Company

valuation of the real estates

Commercial centre “Doverie-Bricolage” — Sofia
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Date of performance of the view of the real estate

16 November 2017

Data needed for evaluation purposes

Commercial centre “Doverie-Bricolage” (Regulated Land Plot VI-
717, 796, 813, 835, 887, 904 and 907, quarter 9 under the
regulation plan of the locality of “NPZ Iztok-Karo” — city of Sofia,
together with the massive buildings constructed in the plot having
a total floorage of 6 670 sq m)

The real estate was acquired in 2006
Notary deeds, sketch

Information for the prices of the real estates in the area of the city
of Sofia

Evaluation date

21 November 2017

Methods used for evaluating the
real estates, and the values reached for them

Capitalized Income Method (income method) — EUR 6 925 140

Comparative method — EUR 3 636 865

Fair value of the real estate

13 544 thousand BGN

Value of the real estate pursuant to the financial statement
as at 31 December 2016

13 263 thousand BGN

Value of the real estate pursuant to the financial statement
as at 31 December 2017

13 544 thousand BGN

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 290 —
550 EUR/sq m

Source: the Company

Commercial centre “Doverie-Bricolage” — Varna

Date of performance of the view of the real estate

16 November 2017

Data needed for evaluation purposes

Commercial centre “Doverie-Bricolage” (Regulated Land Plot |,
quarter 5 under the regulation plan of the housing estate of
“Mladost”, 2™ micro district, city of Varna, together with the
massive buildings constructed in the plot having a total floorage
of 4 920 sq m)

The real estate was acquired in 2006
Notary deeds, sketch

Information for the prices of the real estates in the area of the city
of Sofia

Evaluation date

21 November 2017

Methods used for evaluating the
real estates, and the values reached for them

Capitalized Income Method (income method) — EUR 4 667 455

Comparative method — EUR 2 118 950

Fair value of the real estate

BGN 9 129 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 9 000 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 9 129 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 130 —
250 EUR/sg m

Source: the Company
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Agricultural land

Date of performance of the view of the real estate

06 December 2017

Data needed for evaluation purposes

Land plots in different territories of the villages and towns of the
municipalities: Dobrich-rural, Tervel, Kozloduy, Dulovo, Valchi
Dol, Knezha, Lovech and Ugarchin.

Notary deeds and sketches
Positions and opinions of intermediaries and participants in the

market of agriculture lands

Market information for the prices of agriculture lands in the
regions of Dobrich, Vratsa, Silistra, Varna, Pleven and Lovech

Information from the regional registry offices

Evaluation date

11 December 2017

Methods used for evaluating the
real estates, and the values reached for them

Comparative method — BGN 486 415

Fair value of the real estate

BGN 487 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 340 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 487 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar land plots in the range in the
region of Dobrich 1 750 — 2 000 BGN/dca; in the region of Silistra
1 650 — 1 900 BGN/dca, in the region of Varna 1 100 — 1 500
BGN/dca; in the region of Vratsa 700 — 850 BGN/dca; in the
region of Pleven 770 — 900 BGN/dca; in the region of Lovech 670
— 850 BGN/dca

Source: the Company
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Office building Sofia Tech Park

Date of performance of the view of the real estate

18 December 2017

Data needed for evaluation purposes

Investment real estate — Office building Sofia Tech Park (termless
building tenancy right for the construction of an Administrative
building with public functions having a total floorage of 51 000 sq
m on a separate part of a real estate with identifier
68134.4081.9548), situated in the Mladost district, 111g
Tsarigradsko Shose blvd.

Building tenancy right was acquired in — in October 2017

Notary deed, working draft

Information for the prices of the real estates in the area of the city
of Sofia

Evaluation date

22 December 2017

Methods used for evaluating the
real estates, and the values reached for them

Method of the residual value — BGN 9 782 885
Comparative method — BGN 9 652 000

Fair value of the real estate

BGN 9 652 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

Not applicable

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 9 652 thousand

Comparative statistical information for
the market prices of similar real estates

The average annual profitability of comparable office projects is in
the range of 9 — 10%

Source: the Company *The value of the real estate in the annual statement of the Company is BGN 9 794 thousand and

includes the design costs incurred

Sequoya 2 Residential building — Borovets

Date of performance of the view of the real estate

17 November 2017

Data needed for evaluation purposes

Sequoya 2 Residential building (an apartment building with
garages, built on urbanized territory — land plot
N0.65231.920.342 under the plan of the holiday resort of
Borovets having a Total floorage 3 527 sq m, as well as
evaluation of 78.34% shares of land plot 65231.920.428)

Unsold part of the building Total floorage 2 862 sq m
The real estate was acquired in 2008

Notary deeds, sketch, working draft, pricing, cadastral sketches

Information for the prices of the real estates in the area of the
Borovets holiday resort

Evaluation date

21 November 2017

Methods used for evaluating the
real estates, and the values reached for them

Building — Comparative method — BGN 1 475 040

78.34% shares of land plot 65231.920.428 — Comparative
method — BGN 54 420

Fair value of the real estate

BGN 1 529 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 1 487 thousand

65



Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 1 529 thousand

Comparative statistical information for
the market prices of similar real estates

According to data of a consultation company a transaction for 575
EUR/sq m is performed in the ideal centre of the Borovets holiday
resort

Source: the Company

Business Park Sofia office building

Date of performance of the view of the real estate

05 December 2017

Data needed for evaluation purposes

Investment real estate — Business Park Sofia office building
(64.451% shares of Regulated Land Plot IX, quarter 24 under the
plan of the city of Sofia, the locality “Aleksandar Malinov blvd.”,
together with 65.706% of the multifunctional building constructed
in it having a total floorage of 14 000 sq m)

The building is acquired in two stages — in January 2014 and in
September 2014

Notary deeds, sketch

Information for the prices of the real estates in the area of the city
of Sofia

Evaluation date

08 December 2017

Methods used for evaluating the
real estates, and the values reached for them

64.451% shares of Regulated Land Plot IX, quarter 24 together
with 65.706% of a multifunctional building — Capitalized Income
Method (income method) — BGN 16 903 910

64.451% shares of Regulated Land Plot IX, quarter 24 —
Comparative method — EUR 710 060

Fair value of the real estate

BGN 16 904 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 15 433 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 16 904 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 170 —
290 EUR/sg m

The average annual profitability of comparable office projects is
within 8-9.5%

Source: the Company
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Kambani Green offices

Date of performance of the view of the real estate

05 December 2017

Data needed for evaluation purposes

Investment real estate — Kambani Green offices (Regulated Land
Plot IX -2567, quarter 2 under the Regulation and Building-Up
Plan, the locality of “Malinova Dolina — Bunkera 1* stage”,
together with the four-storey high multifunctional building built in it
having a total floorage of 13 352.92 sq m), as well as of real
estates with surveyor N0.1179 and 1406 in the same locality

The building is put into operation by a permit for use of 20
October 2016

Notary deeds, sketches, detailed spatial development plan,
Building permit, Permit for use

Information for the prices of the real estates in the area of the city
of Sofia, Vitosha district, Villa Area “Malinova Dolina” — Bunkera
1* stage, the locality of “Dupkite”

Evaluation date

08 December 2017

Methods used for evaluating the
real estates, and the values reached for them

Kambani Green offices (multifunctional business-building and
Regulated Land Plot IX-2567) Capitalized Income Method
(income method) — BGN 21 544 360

Real estate with surveyor No0.1179 — Comparative method —
BGN 33 605

Real estate with surveyor No.1406 — Comparative method —
BGN 675

Fair value of the real estate

BGN 21 578 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 19 201 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 21 578 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 125 —
230 EUR/sgm
The average annual profitability of comparable office projects is
around 8-9.5%

Source: the Company
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Lozenets

Date of performance of the view of the real estate

05 December 2017

Data needed for evaluation purposes

Investment real estate — regulated undeveloped terrain,
representing Regulated Land Plot 1-429, quarter 8, the locality
“Dinyov Gyol”, the territory of the town of Tsarevo

Order No.P[1-01-59 of 27 January 2006 of the Mayor of the
Municipality of Tsarevo for the approval of a draft amendment to
the detailed spatial development plan

Notary deed

Information for the prices of the real estates in the area of the
town of Tsarevo

Evaluation date

08 December 2017

Methods used for evaluating the
real estates, and the values reached for them

Comparative method — BGN 4 455 305

Fair value of the real estate

BGN 4 455 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 5 815 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 4 455 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 60 —
170 EUR/sq m

Source: the Company

Veliko Tarnovo

Date of performance of the view of the real estate

06 December 2017

Data needed for evaluation purposes

Investment real estate — the undeveloped real estates with
No.No.l-0210086, 11-021007, 111-021008, 1V-021009, 1-025002, II-
025003 and 111-025004 situated in the lands of the village of
Ledenik, the municipality of Veliko Tarnovo

Photograph — extract from the land-division plan of the village of
Ledenik

Purchase-and-Sale Contract No.BT-INKB-001 of 01 November
2006

Approved project for a change in the designation of the real
estates

Order No.P[]-22-1511 of 25 August 2008 of the mayor of the
Municipality of Veliko Tarnovo
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Information for the prices of the real estates in the area of the
village of Ledenik

Evaluation date

12 December 2017

Methods used for evaluating the
real estates, and the values reached for them

Comparative method — BGN 1 221 190

Fair value of the real estate

BGN 1 221 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 1 217 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 1 221 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 10 — 26
EUR/sgm

Source: the Company

Date of performance of the view of the real estate

16 November 2017

Data needed for evaluation purposes

Investment real estate — land plot with No.072017 having an area
of 86 dca, together with the seven buildings constructed in it,
situated in the territory of the town of Vidin, the locality of Grindul.

Purchase-and-Sale Contract of 22 January 2007
Sketch of the real estate

Information for the prices of the real estates in the area of the
municipality of Vidin

Evaluation date

21 November 2017

Methods used for evaluating the
real estates, and the values reached for them

Comparative method — BGN 1 234 315

Fair value of the real estate

BGN 1 234 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2016

BGN 1 234 thousand

Value of the real estate pursuant to the financial statement
as at 31 December 2017

BGN 1 234 thousand

Comparative statistical information for
the market prices of similar real estates

Comparable market prices of similar plots in the range of 18 — 45
EUR/sq m These are offer prices, they are on the market for 5-6
years and are non-liquid

Source: the Company

Kambanite — Mladost 4

Date of performance of the view of the real estate

19 December 2017

Data needed for evaluation purposes

Investment real estate — Kambanite — Mladost 4 (Regulated Land
Plot 1-376,373, quarter 45, Regulated Land Plot 1V-353,

quarter 37, as well as real estates with surveyor No.544, 549, 557
and 558, and parts of real estates with surveyor No0.263, 44, 349,
351, 352, 353 and 354, situated in the city of Sofia, Southern
Urban Territory |l part, the locality of “Kambanite — Mladost 4”)
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Notary deeds, sketches, writ by the State Receivables Agency,
an order under Atrticle 16, paragraph 5 of the Spatial
Development Act of the Mayor of the Capital Municipality

Position of the servicing lawyer of “BREF” REIT

Information for the prices of the real estates in the area of the city
of Sofia, housing estate of “Mladost IV, the locality of
“Kambanite”

Evaluation date 22 December 2017

Methods used for evaluating the

real estates, and the values reached for them Comparative method — BGN 3 466 715

Fair value of the real estate BGN 3 467 thousand

Value of the real estate pursuant to the financial statement

as at 31 December 2016 BGN 3 462 thousand

Value of the real estate pursuant to the financial statement

as at 31 December 2017 BGN 3 467 thousand

Comparative statistical information for Comparable market prices of similar plots in the range of 180 —
the market prices of similar real estates 300 EUR/sg m

Source: the Company

Relative share of the unpaid rents, leasing and rent instalments of the total value of the
receivables ensuing from all lease, leasing and rent agreements entered into by the company

The share of unpaid leases and rents as at 31 March 2018 amounts to around 4.3% of the total value
of the receivables ensuing from the all lease, leasing and rent agreements entered into by the
company. The percentage is calculated as a ratio of the rent receivables as at 31 March 2018 to the
incomes from rents and management fee for the previous 12 months as at 31 March 2018.

Data for the depository bank

Name DSK Bank EAD

Seat 19 Moskovska str., Sofia
Telephone 0700 10 375; 029391361
Email Pavlin.Borisov@dskbank.bg
Webpage www.dskbank.bg

Date of establishment, banking license number and date

DSK Bank EAD is registered in the Register of Commercial Companies by decision of the Sofia City
Court of 26 January 1999 under company file 756/1999.

DSK Bank EAD holds a banking license issued by the Bulgarian National Bank by order PO22-
0882/26 September 2002, last updated by order No.107 947 of 25 November 2016 of the Bulgarian
National Bank.

Essential conditions of the depository service contract, including the conditions for
termination

Pursuant to the depository service contract of 29 December 2004 entered into by and between
“Bulgarian Real Estate Fund” REIT and DSK Bank EAD, “Bulgarian Real Estate Fund” REIT assigned
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to DSK Bank EAD to perform against remuneration the functions of a depository bank under the
Special Purpose Vehicles Act, comprising depository financial services, and namely:

e Keeping of assets in the form of cash and securities

e Making payments and performing operations on the Customer’s order

e Servicing of the payments and operations under the securities transactions

¢ Keeping of the originals of the title documents for the real estates owned by the Client
The contract is terminated without a prior notice under the following conditions:

e By mutual consent

e Upon liquidation and bankruptcy of any of the parties

¢ Upon striking-off of the bank from the list of the banks that meet the requirements of Article 173,
paragraph 2 of the Public Offering of Securities Act

¢ In case the Bank is selected for the management and supervisory bodies of the Customer
¢ In case the Bank becomes a creditor or guarantor of the Customer

The contract may be terminated by a one-month prior notice for the Customer and two-month prior
notice for the Bank.

Data for the managing companies
Name MNI OOD
Seat 3A Nikolay Haytov str., 1% floor, Sofia

Number and registry record in the Registered in the Commercial Register at the Sofia City Court
Commercial Register under company file 12125 /2004 of the Sofia City Court,
registry record number 88393, reg. 1, volume 1116, page 118

Uniform Identification Code 131331330
Tax registration 19/11/2004
Short information about the company’s professional experience

MNI OOD is a company, the corporate objects of which are “Servicing and maintenance of real estates
acquired by special purpose vehicles, performance of construction works and improvements, keeping
and storage of accounting other reporting and correspondence, performance of all other necessary
activities as a managing company within the meaning of Article 18, paragraph 2 of the Special
Purpose Vehicles Act, as well as any other activity, not prohibited by a law.” Presently, MNI OOD is
engaged mainly in the managing of “Bulgarian Real Estate Fund” REIT. In its 14-year history, MNI
OOD has proven that it has the necessary experience, organization and resources to service and
maintain the acquired real estates, to perform construction works and improvements, to keep and
store accounting and other reporting and correspondence, as well as to perform other necessary
activities within the meaning of Article 18 of the Special Purpose Vehicles Act.

Information for certain essential projects finalized with the help of MNI OOD

o A sale-leaseback project with two Mr.Bricolage stores in the total amount of EUR 10 million in
2006;

e Acquisition of 21 real estates in Mladost 4 in 2007 at a price of BGN 37.8 million;
o Sale of properties nearby Sofia Airport in 2007;
o Sale of the commercial part of the Kambanite Business Centre for BGN 21.8 million in 2008;

e Sale of the office building on G.M. Dimitrov Blvd. for BGN 34.2 million in 2008;
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e Sale of 9 real estates in Mladost 4 for BGN 34.2 million in 2008;
e Sale of the Kambanite Business Centre in 2011 for BGN 45 million;

e Sale of almost all the agriculture land owned at a total price of BGN 15.4 million in 2009, 2010
and 2011;

e Acquisition of a total of 7 318 sq m office areas and 68 parking places from Building 1 in
Business Park Sofia in 2014 for EUR 7.2 million;

¢ Construction of the Kambanite office building finalized at the end of 2016 and letting on lease of
the building;

e Sale of two real estates in Mladost 4 for EUR 3.4 million in 2017;

e Acquisition of a building tenancy right in Zone 2 of Sofia Tech Park for BGN 9.7 million in 2017.
Essential conditions of the contract, including the conditions for termination
Contract date 11/11/2005
Contract term 12/11/2029

Main services:
¢ Provision of consultations and analyses about the investment strategy of the Fund
o Development of an accounting policy and performance of accounting activity

¢ Represents and defends the interests of BREF before the Ministry of Finance, the Financial
Supervision Commission, the National Statistical Institute, the National Social Security Institute, the
National Health Insurance Fund, the National Revenue Agency

o Exerting control over the condition of the real estates

¢ Finds and offers potential lessees or buyers for the real estates and holds negotiations with
them

o Performance of all the necessary preparatory acts for letting the real estates on lease or sale
e Control function under the contractual obligations with lessees
e Performance of construction works and improvements in the real estates
¢ Keeping and storing the reporting and correspondence related to the activity
Remuneration of the managing company:

o Quarterly remuneration — 0.5% of the net assets given an amount of the net assets of less than
BGN 30 million, 0.438% of the net assets given an amount of the net assets between BGN 30
million and BGN 60 million, 0.375% of the net assets given an amount of the net assets
exceeding BGN 60 million. The Net Asset Value is calculated on a quarterly basis and after
the end of the financial year. The managing fee is adjusted on the basis of the weighted
average of the assets according to the audited statement of the payroll. Over the last 10
years, the net assets of the Company were over BGN 60 million, and the quarterly
remuneration rate was 0.375%;

o Additional success fee — 15% of the difference between the sale price and: the purchase price
of the real estate sold; the fees for the broker that performed the sale; the direct costs for the period of
ownership; the total administrative and financial costs for the ownership period distributed on the basis
of percentage ratio between the book value of the other investment properties, real estates for trade
and properties held for sale as at the date of sale; prime cost of the construction works; and the direct
interest costs, related to loans used, if applicable.

Conditions for termination
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¢ By mutual consent
e By a prior notice in case of non-fulfilment of any of the obligations

The Board of Directors of the Company intends, in case of a successful completion of the capital
increase, to start negotiations for a reduction in the remuneration of the managing company. The
intention of the Board of Directors is the remuneration of the managing company to be as follows:

e Quarterly remuneration - with a net asset value of less than BGN 30 million - 0.5% of the total
net assets; with a net asset value of BGN 30 million and BGN 60 million - 0.375% of the total net
assets; with a net asset value of over BGN 60 million. - 0.25% of the total net assets;

e Quarterly remuneration for the last two years before the expiry of the Company's life - 0.125% of
the amount of cash and cash equivalents and 0.25% of the net asset value (net of cash and cash
equivalents);

Additional remuneration for success - 15% of the difference between the sale price and: the purchase
price of the property sold; fees of the broker who made the sale; direct costs over the period of
ownership; the total administrative and financial costs over the period of ownership, distributed on the
basis of the percentage ratio between the book amount of other investment properties, properties held
for sale; costs of the construction works, and direct interest expense related to used loans, if it is
applicable.

Details of the appraisers of the real estates

Appraiser for the previous 3 years

Name Kuzmanov, llian Velislavov
Address 11 Iskarski Prolom Str., housing estate of Beli Brezi, Sofia, Bulgaria
Contacts Tel. 0888 38 33 98; email: kuzmanov_i@abv.bg

Mr Kuzmanov has long experience as an appraiser. He has licenses for evaluations of real estates,
business enterprises, machinery and facilities, receivables. In the field of real estates he holds license
No0.4502 of the Privatization Agency and certificate of appraiser’s legal capacity No.100101057 of 14
December 2009 issued by the Chamber of Independent Appraisers in Bulgaria. Presently Mr
Kuzmanov is the financial director of Terem-Holding EAD, where since March 2015 he manages,
organizes and coordinates the financial — accounting and economic activity of the company and the
economic group. His former experience includes head of the Finance division/department in
Bulgartabak — Holding AD; senior assistance in the European Higher School of Economics and
Management, city of Plovdiv; financial-accounting specialist in Alimareks EOOD; expert and director in
the Ministry of Economy. llian Kuzmanov has master's degrees in accounting and control and in
finance from the University of National and World Economy, as well as a master’s degree in industrial
and civil construction from the Higher Institute of Architecture and Construction. He passed a number
of trainings in the Technical University, the European Bank for Reconstruction and Development, the
University of National and World Economy, etc.

Additional information for the company’s costs
Maximum admissible amount of the Company’s management costs

Pursuant to the Articles of Association of “Bulgarian Real Estate Fund” REIT, the maximum amount of
all costs for the management and servicing of the Company, including the costs for remunerations of
the members of the Company’s Board of Directors, of the managing companies, of the registered
auditor, the appraisers and the depository bank, may not exceed 8% (eight per cent) of the value of
the assets under the Company’s balance sheet.

The amounts of or the method for determining the remuneration of the members of the board
of directors and of the managing companies
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e Rules determining the remunerations of the members of the board of directors

Pursuant to the Articles of Association of the Company, each of the members of the Board of Directors
receives a monthly remuneration in a fixed amount, which may not exceed 10 (ten) times the amount
of the minimum wage for the country.

Apart from the monthly remuneration, the chairperson and the deputy-chairperson of the Board of
Directors, as well as the executive directors and other members of the Board of Directors may receive
additional remuneration (tantiemes) determined on the basis of the net value of the Company’s assets
per one share before payment of dividends. The amount of any remuneration is determined by the
General Meeting of the shareholders upon observance of the provision of Article 60 of the Company’
Articles of Association. For more information about the amount of the remunerations of the Board of
Directors, see section “Transactions with related parties”.

e Amounts of and methods for determining the remunerations of the managing companies

Pursuant to the Articles of Association of “Bulgarian Real Estate Fund” REIT, the amount of the
remuneration of a managing company should be substantiated in view of the nature and volume of the
assigned work and the market conditions in the country and is determined by a resolution of the Board
of Directors. The amount of the remuneration is determined and changed upon observance o the
provision of Article 60 of the articles of association. The managing company receives remuneration for
the services provided to BREF in the amount of 1.5% per year of the amount of the net assets of
BREF. The remuneration for servicing is due at the end of every month. The managing company
receives success fee upon every performed transaction for the sale of a real estate from BREF. The
success fee amounts to 15% of the positive difference between the sale price of the real estate and
the acquisition price (including the direct current costs, as well as the distributed part of the indirect
costs for the period of ownership of the real estate). For more information about the methods of
determining the remunerations of the servicing companies, see section “Data for the servicing
companies”. For more information about the amount of the remunerations of the servicing companies,
see the “Transactions with related parties” section.

Research and development activity

In view of the nature of its main business, the Company does not perform research and development
activity.

Material contracts

The Company has not entered into material contracts, other than the contracts entered into during its
usual activity for the two years preceding the date of preparation of the present Prospectus.

Considerable long-term tangible and intangible assets

The main considerable assets of “Bulgarian Real Estate Fund” REIT are the investment real estates.
The Company’s activity is exceptionally dependent on these assets and for this reason the main
aspects of its activity and investments are closely related to their maintenance and development.

The table below presents the main investment real estates as at 31 December 2017:

Historical Book value
ShEICK Total Share of value as at as at 31
the real floorage, the total 31 December December
estate sqm floorage 2017, 2017,
BGN ‘000 BGN ‘000

Plot, total
area, sq m

Project

Doverie-Bricolage Commercial areas 27 358 100% 12 985 100% 20 324 22 673

Agriculture land Agriculture land 404 648 100% n.a. 100% 114 487
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Residential building —

Borovets Residential areas 1012 78% 3527 78% 3311 1529
gl?ﬁezg"gg}ﬂ sofia | Office areas 4378 64% 9 066 100% 14 505 16 904
ggﬁﬁ;’nﬂ?'”g - Office areas 10671 100% 13 205 100% 17 434 21578
Egzl'gr?gt\s'"'age - Plot 28 758 100% n.a. 100% 4409 4 455
U‘;?fé”}i?;g&gpemes ~ Plot 148 554 100% n.a. 100% 376 1221
'\;‘i‘(’j‘frf‘mem properties — o) 86 008 100% n.a. 100% 589 1234
Investment properties — o, 16018 100% e 100% 0 422 5467

Mladost 4

Office building — Sofia ~ Under

0 * 9
Tech Park development 8 140 100% 51 000 100% 10 087 9825

Source: Audited annual financial statement for 2017; the Company
n.a. not applicable; *forecast value

As at 31 March 2018 “Bulgarian Real Estate Fund” REIT has investment properties with a book value
of BGN 83.4 million, which represents 95.1% of all assets of the Company. For more information about
the Company’s investment real estates, please see “Operating and financial review — Assets and
liabilities”.

As at 31 March 2018 investment properties having a fair value in the amount of BGN 44 271 thousand
(as at 31 December 2017: BGN 44 271 thousand) are subject of a mortgage for securing of a long-
term interest-bearing loan of the Company having a book value of BGN 9 872 thousand. The loan is
secured hy:

e Contractual mortgage over a Mr.Bricolage store, Varna. Real estate, with identifier
10135.3512.223 together with the building constructed in the real estate with identifier
10135.3512.223.1, having a built-up area of 4 673 sq m, one-storey high with designation — Building
for trade, which property according to title documents are located in the city of Varna, housing estate
of Mladost Il (two) and are Regulated Land Plot I-for shop, kiosk switchgear and parking, under the
plan of the second micro-district of the town of Varna, quarter 5, having an area of 12 184 sq m,
together with “Commercial centre “DOVERIE — BRICOLAGE” built on the real estate, having a built-up
area of 4 920 sqg m and a total floorage of 5 375 sq m, together with all improvements and accretions
in the real estate and the building. Present Owner: “Bulgarian Real Estate Fund” REIT. Title document:
Notary deed for the purchase-and-sale of a real estate No.33, volume 5, reg. N0.12707, file No0.713 of
2006 in the docket of Zhana Kircheva, a notary public with commission No.214 of the Notary
Chamber, an act registered in the Registry Office in the city of Varna by act No.188, volume LXV, file
No0.15586 of 2006, incoming reg. No0.20602 of 17 August 06. Approved sequence of the mortgage —
first ranking after the existing mortgages for the benefit of the Bank;

e Contractual mortgage over a Mr.Bricolage store, Sofia. Real estate with identifier
68134.4081.907 together with the buildings built in the real estate: A building with identifier
68134.4081.907.1, having a built-up area of 9 sg m one-storey high with the following designation —
Another type of production, warehouse, infrastructure building; A building with identifier
68134.4081.907.3, having a built-up area of 1328 sq m, one-storey high with designation — building for
trade; A building with identifier 68134.4081.907.4, having a built-up area of 2 sq m, one-storey high
with the following designation — Another type of production, warehouse infrastructure, building; A
building with identifier 68134.4081.907.5, having a built-up area of 1485 sq m one-storey high with the
following designation — Building for trade; Building with identifier 68134.4081.907.6, having a built-up
area of 3785 sq m one-storey high with the following designation — Building for trade, which real
estates are according to title documents located in the city of Sofia, Capital municipality, Mladost
district, having the following administrative address — 115 Tsarigradsko Shose Blvd., and represent
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Regulated Land Plot VI-717,796,813,832,887,904,907- for a shop with a kiosk switchgear,
administrative building and parking, situated in quarter 9, in the locality of “NPZ Iztok — Karo”, under
the plan of the city of Sofia, Mladost district, having an area of 15 174 sq m, together with “Commercial
centre “DOVIERIE — BRICOLAGE” built on the real estate, having a built-up area of 6 670 sq m and
Total floorage of 7 610 sg m and together with all improvements and accretions in the real estate and
the buildings.

e Contractual mortgage over the Kambanite office building. Land plot with identifier
68134.2045.2567 together with a Building being constructed on the grounds of issued Building permit
No.21 of 19 February 2015 of the Chief Architect of the Capital Municipality “Multifunctional building on
4/5 floors and underground garages” in Regulated Land Plot IX-2576, quarter 2 under the plan of the
city of Sofia, district of Vitosha, the locality of Malinova Dolina-Servicing sites on Ring Road” and the
investment and architectural designs approved by the Capital Construction Supervision at the Capital
Municipality on 10 February 2015. The building has a built-up area of 2 035 sq m, Total floorage of the
underground floors of 8 375.80 sq m and Total Floorage of the underground levels of 4 977.12 sq m
and together with all improvements and accretions on the grounds of Article 92 of the Ownership Act.

¢ A special pledge under the Special Pledges Act — rent receivables from the Kambanite
office building. All present and future receivables of “Bulgarian Real Estate Fund“ REIT, ensuing
from all concluded rent/sale contracts for sites in “Multifunctional building on 4/5 floors and
underground garages” being constructed in accordance with Building permit No.21 of 19 February
2015 issued by the Chief Architect of Capital Municipality in a Land Plot with identifier
68134.2045.2567. All present and future receivables of “Bulgarian Real Estate Fund” REIT against the
Bank for the funds available in the account of the Company opened with “Eurobank Bulgaria” AD,
including for the interest accrued under it.

e A special pledge under the Special Pledges Act — receivables for bank guarantees,
Bricolage. All present and future receivables of “Bulgarian Real Estate Fund” REIT, as a Beneficiary
at Societe Generale Expressbank AD, ensuing from bank guarantees for payment all annexes and
additional agreements to them issued by Societe Generale Expressbank AD and securing the
payments made by the Lessee “Doverie Brico” AD under the lease contracts for the two commercial
centres “Doverie — Bricolage” situated in the city of Sofia and in the city of Varna. All present and
future receivables of “Bulgarian Real Estate Fund” REIT to the Bank for the funds available in the
account of the Company opened with the Bank, the holder of which is the Borrower, including the
interest accrued under them, as well as the future receivables under all accounts subsequently
opened in its name in “Eurobank Bulgaria” AD.

The most recent review of all considerable investment properties was made as at the end of 2017 as
the revaluation was reflected in the book value of the real estates. For more information about the
value of the Company’s investment real estates, please see “Evaluation of the real estates”.

There is no long-term tangible and intangible assets, which are of considerable importance for the
Company’s activity.

There are no known eventual ecological problems that may affect the use of the long-term tangible
assets by the issuer.

Environmental protection

The Company does not have ecological problems and commitments and does not have assets
presupposing the arising of such.

The Company works in accordance with the applicable principles of the environmental legislation in
the Republic of Bulgaria and the European Union.

Judicial, administrative and arbitration proceedings

In the usual course of its activity, the Company is a party to legal proceedings in relation to its
operating activity, but there are no administrative, civil, arbitration or criminal proceedings (including
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pending or threatening, which may be initiated by and against the Company) for the last 12 months
and as at the prospectus date, which could to a considerable degree influence the financial position or
profitability of the Company.

Intellectual property

The Company does not have registered trademarks and does not have significant intellectual property.
Employees

As at the Prospectus date, the Company has 5 office employees.

The dynamics in the last 3 years is, as follows:

Number of staff 31/03/2018

As at the end the period 5 5 5 5

Source: the Company

Presented below are breakdowns of number of staff as at the end of the period by business activities:

Number of staff 31/03/2018

Member of the Board of Directors * 3 3 3 3
Executive director 1 1 1 1
Investor Relations Director 1 1 1 1
Office organizer 1 1 1 1
Source: the Company *The executive director is a member of the Board of Directors

The Company does not hire temporary employees.

For the shareholding of the members of the Board of Directors in the capital of “Bulgarian Real Estate
Fund” REIT, please see: “Information for the shareholding and any options for similar shares in the
company of each of the members of the Board of Directors as at the Prospectus date”.

As at the date of this Prospectus, there are no arrangements for employee participation in the
Company's capital.
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9. INDUSTRY REVIEW
The Bulgarian economy?

The development of the Company’s activity is bound by the general macroeconomic trends in
Bulgaria.

Main macroeconomic indicators for Bulgaria 2016 2017
Gross domestic product, BGN million 82 166 83 634 88 571 94 130 98 631*
Annual actual rate of change in the GDP, % 0.9 1.3 3.6 3.9 3.6
HICP, annual change, % -0.9 -2 -0.9 -0.5 1.8
Unemployment, % 11.8 10.7 10 8 7.1
Average monthly salary, BGN 775 822 878 948 1060
GDP per capita, BGN 11 310 11 577 12 339 13 206 13 884
Budgetary (deficit)/excess, millions of BGN -1440.8 -3072.9 -2485.2 1465.10 845.2
Budgetary (deficit)/excess, % of GDP -1.80% -3.70% -2.80% 1.60% 0.90%
Basic rate of interest 0.02 0.03 0.01 0 0
Gross foreign debt, % of GDP 87.90% 92.00% 74.00% 71.10% 66.10%
Current account (deficit)/excess, % of GDP 1.30% 0.10% 0.00% 2.30% 4.50%
Direct investments in Bulgaria, % of GDP 3.30% 2.70% 5.50% 2.20% 1.90%
Direct investments in Bulgaria, millions of euro 1383.70 1160.90 247590 1079.60 950.1
Exchange rate BGN 1 per EUR 1 Fixed exchange rate of BGN 1.95583 per EUR 1
Exchange rate BGN 1 per USD 1, end of period 1.42 1.61 1.79 1.86 1.63
* The data for 2017 is preliminary. Source: the Bulgarian National Bank; the National Statistical Institute

The table below presents summarized information for the current long-term rating of the Republic of
Bulgaria in a foreign currency, determined by the specialized international rating agencies.

Rating agency Long-term rating Outlook Change

Moody's Baa2 Stable 29 May 2017
Standard&Poor's BBB-/A-3 Stable 01 December 2017
Fitch BBB Stable 01 December 2017

Gross domestic product

In the period 2004 — 2008 the Bulgarian economy was characterized by a stable growth of about 6%
per annum, determined mainly by the considerable inflow of capitals from abroad. These flows,
directed mainly to the banking sector and the real estates, stimulated both private consumption and
the corporate investments. The intensified demand of consumer and investment goods brought about
an increase of the current account deficit. In addition, the economic growth caused deficiency on the
labour market and, respectively, an increase in the payment, and this, in combination with the
increased prices of food and fuels, brought about a jump in the inflation.

The global financial crisis increased the unwillingness of investors to take risks. As a result, in 2009
the inflow of capitals decreased considerably and the Bulgarian economy entered a recession. The
decrease in direct foreign investments (“DFI”) was accompanied by quick aggravation of the receipts
from expert as a result from the lower international demand. The economy responded automatically
through shrinking of the current account deficit and decreasing the inflation. The economic activity

! The sources used for the preparation of the Bulgarian Economy section are statistical data from the Bulgarian National Bank,
the National Statistical Institute, the Ministry of Finance
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shrank by 4.2%, but in 2010 it recovered its growth by 1.4% actual annual growth. The main drive of
this economic turn was the stable improvement of the export, while the domestic demand preserved
low values (1.7% growth on an annual basis).

For the period 2011 — 2016 the economy of Bulgaria preserved its positive development trend, though
with slowing-down rates of growth. The factor that contributed most to the slower growth was the
overall economic conjuncture and the uncertainty in Europe, determined by the debt crisis in the
Eurozone. As a result, GDP reached BGN 80.8 billion in 2011, BGN 82.0 billion in 2012, BGN 82.2
billion in 2013 and BGN 83.6 billion in 2014. The factor that contributed most to the positive
development in 2011 and 2013 was the shrinking of the net import, which went down by 36.6% and
74.5%, respectively, on an annual basis. In 2012 and 2014 the most significant factor was the
domestic demand, which had an actual annual growth of 2.0% and 2.2%, respectively, supported also
by the higher gross capital formation. In 2015 and 2016 the positive trends got stronger, as GDP had
an actual annual growth of 3.6% and 3.9% to BGN 88.6 billion and BGN 94.1 billion, respectively, at
current prices, the net import turned into a net export, and the domestic demand continued increasing.

In unison with the overall conjuncture in Europe, the actual annual growth of GDP in 2017 shrank to
3.6%, but remained above the average level for Europe of 2.4% (EU28), as the GDP itself for the year
reached BGN 98.6 billion®. The factor that contributed most this year was the domestic demand, which
actually increased by 4.5% to BGN 76.5 billion at current prices, but the gross capital formation also
increased by 3.8%. The net export for the year shrank to BGN 1.5 billion at current prices and turned
into net import in the amount of BGN 1.6 billion at inflation adjusted prices (net expert of BGN 0.1
billion at adjusted prices for 2016), as the export itself reported actual growth of 4.0% to BGN 65.4
billion at current prices, and the import increased by 7.2%.

As regards the contribution and dynamics of the main economic sector, the sector of services, which
accounts for 67.0% of the gross added value in 2016, reported actual growth of 3.3% compared to
2015, the industry (28.3% of the Gross Added Value) increased by 3.2%, and agriculture (4.7% of the
Gross Added Value) increased by 5.3%. As at the end of 2017 the sector of services (67.4% of the
Gross Added Value) increased by further 4.4% compared to the preceding year, the industry (28.3% of
the Gross Added Value) — by 3.6%, while agriculture (4.3% of the Gross Added Value) shrank by
0.1%.

Inflation

Under the influence mostly of the decrease in the international prices of oil and natural gas, the
inflation in 2016 in Bulgaria continued its downward move, and at the end of the year the Harmonized
Index of Consumer Prices showed an annual decrease of 0.5%, compared to 0.9% deflation at the
end f 2015. As a consequence from the considerable growth on the economic activity in 2017, the
trend started turning and there was 1.8% annual growth in the index, which is the first inflation since
2012. The most significant growth rates were reported in the prices of houses and utility services
(+4.5%), education (3.9%) and foodstuff and non-alcoholic beverages (3.1%), as decreases were only
reported with respect to the prices of communications (-1.3%) and of clothes and shoes (-0.3%).

Employment

In the recent years unemployment proves to be one of the major problems of the world economy, as
for Bulgaria this problem is particularly painful. However, since the end of 2013, the employment
situation in the country gradually started improving, as according to the Employment Agency the
number of registered unemployed persons as at the end of 2017 decreases by 11.1% on an annual
basis to 232 066 and unemployment goes down by 0.9 percentage points to 7.1%, compared to 7.3%
on the average for the European Union (EU-28). According to the agency, the average monthly level
of unemployment in 2017 is 7.2%, which is the lowest value for 9 years. The economic activity of the
population and the labour productivity also increase.

2 The data for 2017 is preliminary.
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Balance of payments

The balance of payments of the country shows also positive trends, the most significant of which is the
transit of the current account to excess, given deficits counted in billions in the years before the crisis.
The current account for 2016 was EUR 1.1 billion, compared to a deficit of EUR 16.9 million for 2015,
as the growth was mostly due to the shrinking of the commercial deficit. The excess under the current
account continued growing reaching EUR 2.3 billion at the end of 2017, as this was mostly due to the
fact that the negative balance under the primary income article shrank by EUR 1.9 billion to EUR 0.5
billion, while the commercial deficit increased again by EUR 1.1 billion to EUR 2.1 billion. It should be
borne in mind that regardless of higher commercial deficit, the export of goods for the period January —
December 2017 was EUR 25.8 hillion, which is EUR 2.7 billion more than the same period of 2016.
The capital account tendentiously continued shrinking from EUR 1.4 billion for 2015 and EUR 1.1
billion for 2016 to EUR 0.5 billion for 2017, which is comparable to the levels in 2010 — 2013. The
financial account increased by EUR 1.3 billion in 2016 and by further EUR 1.7 billion in 2017 to an
excess of EUR 2.3 billion, where the deficit under the overall balance for 2016 decreased by
EUR 262.3 million to EUR 3.5 billion, and the balance as at December 2017 turned out to be excess of
EUR 98.9 million. The direct foreign investments in Bulgaria continued shrinking, falling down by -
12.0% on an annual basis to EUR 950.1 million at the end of 2017.

Public finance

The fiscal discipline of the Bulgarian governments was among the most positive characteristics of the
economy of the country. For the period 2009-2013 Bulgaria was among the few countries that
managed to shrink their budget deficient below 5% in 2009 and to keep it below 3% in the next years.
In 2014 this changed as the country ended up the year with a deficit of 3.7% of GDP. As at 2015 the
deficit under the consolidated fiscal programme amounted to BGN 2.5 billion (2.8% of GDP), but as at
2016 the budget managed to reach an excess of BGN 1.5 billion, formed by a deficit under the
national budget in the amount of BGN 0.7 billion and excess under the European funds in the amount
of BGN 2.2 billion. It should be noted that this is the first budgetary excess for the state since 2008. In
the end of 2017 the consolidated fiscal programme was at a level of excess of BGN 845.2 million
(0.9% of GDP), formed by an excess under the national budget in the amount of BGN 309.1 million
and excess of European funds in the amount of BGN 536,1 million. The positive results are due both
to higher incomes, mostly due to the more effective collection of taxes, and to a lower expense side,
mostly as a result from the postponing of costs under state projects co-financed by the European
Union.

Indebtedness

At the end of 2016 the total state (incl. guaranteed by the state) debt increased by EUR 2.1 billion on
an annual basis to EUR 14.0 billion (29.1% of GDP), as Bulgaria was distinguished for its
“praiseworthy” low profitability levels. In March 2016 the government placed 7- and 12-year Eurobonds
for a total amount of almost EUR 2 billion with profitability rates amounting to 2.156% and 3.179%,
respectively, and in January 2017 the Ministry of Finance issued BGN 50 million 10,5-year state
securities at an average-weighted profitability at record-breaking low level of 1,76%. Until the end of
2017 the positive trends continue as the state repaid EUR 1.0 billion Eurobonds, as a consequence
from which the total state debt decreased to EUR 13.0 billion or 25,8% of GDP. It should be noted that
Bulgaria preserves its third place in terms of debt to GDP ratio in the European Union, following
Estonia and Luxembourg. The updated medium term budget forecast for 2018-2021 sets out that the
state debt will move in the range of 23.3-19.4% of GDP, as in terms of par value it will stabilize in the
range of BGN 24.4 — 24.2 billion per annum.
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The real estate market in Bulgaria

The Bulgarian real estate market returned to the path of growth in 2017 under the influence of a
combination of macroeconomic factors. On the one hand, the dynamics of the GDP, which grows at its
highest rates since the financial crisis, brings about an increase in the demand for real property in all
segments. On the other hand, the zero basic interest rate in Bulgaria and the low price of the credit
resource make the real estates comparatively accessible, increasing the demand and, respectively,
their price. The possibility to make profit from the growing prices also brought back the construction
and investment companies to the market.

Indices of the construction production

2017 2018
1 \ \ VI vil Vi IX X Xl Xl | 1

Construction — in general 84.0 84.7 88.3 88.1 88.8 89.7 89.7 91.6 93.0 91.3 102.8 88.4
Building construction 87.7 89.2 925 922 941 952 96.1 974 989 101.2 116.7 95.4
Civillengineering construction 79.9 79.7 83.7 835 827 835 826 852 86.4 80.2 87.2 80.7

Source: the National Statistical Institute

The data of the National Statistical Institute shows that the monthly index of construction production
increases on an annual basis in 9 of the 12 months of the past 2017. January 2018 supports the
emerging market trend, as the measure increases by one third compared to the same month of the
preceding year. What is more, the indicator exceeds 100 points for the first time since the base 2015,
as in terms of building construction the base year is exceeded as early as in December 2017.

The building permits also imply that the market is in a process of uplifting. In 2017 in Bulgaria approval
for construction is issued to 11 149 buildingss, 19% more than a year before. Of them, the projects for
residential buildings are 5 562 (23% growth on an annual basis), 127 are for administrative ones (22%
less compared to 2017), and the ones with another designation (5 460) increase by 17% on annual
basis. In addition to the increase in their number, the permits are also issued to bigger projects. The
total floorage of the buildings approved for construction increases by one fifth on annual basis in 2017.
The growth of offer does not manage to fully satisfy the demand, as evident from the price of
residential properties. It increases by 8 — 9% every single quarter of 2017*.

The high demand puts builders in a good position. Since the beginning of 2018 the indicator of the
business climate in construction, calculated by the National Statistical Institute increases in the first
three months of the year, as in March is equals the value reported in 2017. Most the inquired business
anticipate that the orders in the sector increase by the end of the second quarter.

According to their functional designation, the real estates can be classified in five major categories:
buildings with residential designation, office buildings, commercial areas, industrial real estates and
agriculture lands.

Buildings with residential designation

Bulgaria is one of the countries in Europe and the region with highest percentage of the population
having their own house — more than 85 per cent. For this reason the market of real estates with
residential designation is among the most developed ones and with highest share in the sector. The
demand and offer of houses is also determined by the high degree of urbanization.

A large part of the offered residential real estates do not meet the demand on the part of customer
who have become in the recent years more and more exacting with respect to the environment and
infrastructure, greening, the easy parking facilities, the effective use and utilization of spaces, the
quality of the performed construction and the reputation of the investors. A large part of the offer is of
residential properties built in the period 1970 — 1980, the demand for which gradually decreases and

3 Building permits issued for new buildings, National Statistical Institute;
* Index of the prices of residential property at a national level, 2015 = 100, National Statistical Institute;
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the people ready to purchase a new house prefer newly constructed houses built of modern materials
and by the use of modern technologies.

The demand for medium- and high-class real estate remains leading in the capital, at prices varying in
the range 1 000 — 1 600 EUR/sq m>. As a whole, in 2017 the interest is focused mainly on three-
bedroom dwellings, the transactions with which increase by 42% compared to 2016. The sales in the
segment of two-bedroom dwellings shrinks compared to the preceding year by 25%. The vacant
residential units decrease to 7% within the year, which implies growing demand. In addition, at the end
of 2017 the residential property units under construction are 2 800.

Office buildings

The demand for office spaces is considerably higher in 2017. The growth of the Bulgarian IT
companies and the expansion of the sector of BPO and outsourcing services are two of the leading
factors. Most companies are also looking for sites in other big cities, such as Plovdiv, Burgas and
Varna, although in the last quarter of 2017 there was no significant lease contracts outside Sofia. An
analysis of Forton® has shown that in the last quarter of 2017 64 109 sq m office areas were let on
lease. For the year lessees leased at total of 198 348 sq m, 46% more than 2016 and absolute record
for the Bulgarian market, an indication of the high demand for this type of real estates. The total area
of class A and B offices in Sofia equals 1 728 233 sq m at the end of 2017.

Volume of the newly leased office areas by years

250 ~

200 -
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Source: Forton

On an offering side, in 2017 projects for 117 000 sq m new office areas are finished. In the last quarter
of 2017 the second corpus of Poligraphia Office Centre was opened in Sofia. The new wing of the
business building has an area of 10 thousand sq m, as it started operation at an almost 100%
occupation rate. The data of Forton shows that as at the end of 2017 new 291 000 sq m of offices are
under construction, which must be ready by the end of 2020. This means that about 100 000 sq m can
be expected per year on the average, without including new projects that may be started in the future.
Forton anticipates balancing of the market in the long run, as until then the demand will probably
remain higher than offer and the construction of new office buildings should result in a higher return.

In 2017 the free areas in the higher class buildings is 9.6% of the total areas, which is the same as
one year earlier, and in class B real estates the vacant area increases slightly to 10.1%. The reasons
in the move of some lessees to the higher-class office buildings and in the same time construction of
new ones. In the most wanted sites, which are at the best and most easily accessible locations, the
occupation rate is maximal according to Forton. The main market players in the last quarter of 2017

5 Residential Market Overview Sofia 2017. Colliers;
5 Office Market Snapshot Q4 2017, Forton;
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are the companies engaged in shared services and BPO, which entered into the biggest new lease
contracts. The price per square meter in the class A segment reaches on the average EUR 13.50 per
month for Sofia and EUR 8.00 for Plovdiv. On annual basis they increase by 1.6% and 7.8%,
respectively.

Forton’s expectations are that in 2018 the high class offices will drive the market. The profitability is
forecasted to feel pressure in the year. In the last quarter of 2017 it remained at the level of 8% in
Sofia. In the meantime, the market enjoys high activity on the part of the customers, stable rents and
little vacant areas; this all being prerequisites for growth in the next one year.

Commercial areas

The increasing available income of the population as a result from the accelerating growth of GDP
results also in growth of the retailers’ incomes. The increase of the sales makes the areas on the main
commercial streets and commercial centres in the big cities more attractive. In the second half of 2017
the real estates in Bulgaria with such designation are 736 860 sq m,” as in the current 2018 they are
expected to grow to 813 000 sq.m,8 in view of the higher demand.

The demand for modern commercial areas is high according to the Forton, as the fashion, sports and
cosmetic shops are the top lessees. In 2017 the commercial chains for trade in fast-selling goods got
more active, as Billa expanded its network hiring large areas in two Sofia malls — Mall of Sofia and
Paradise Center. The occupation rate of the commercial centres in Sofia hit 90%. In the last quarter of
2017 the vacant commercial areas in the capital decrease to 10% of the total ones compared to 12.4%
for the preceding year. A survey of Colliers indicates that in Sofia there are 104 sq m areas in
commercial centres per one thousand people; this is close to the values reported in some developed
countries.

Due to the higher competition, the commercial centres focus their attention on the diversification of the
lessees. The trend towards consolidation of fragmented real estates and renovations of the
infrastructure brings about revival of the interest in areas on commercial streets. In Sofia, there is a
growth trend in the commercial area lease levels in 2017. Data of Colliers show that the rent for a
square meter on a commercial street increased by 9% compared to 2016, and compared to the 2012
bottom, the growth amounts to 96%. The rent price for a unit of area in malls is higher than the growth
of the rent on commercial streets, increasing by 11% per annum and increase in the price is observed
also in the other big cities.

Rent EUR/sq m on commercial streets (left) and commercial centres (right)
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Source: Colliers

" Retail Market Overview Bulgaria H2 2017, Colliers;
8 Retail Market Snapshot Q4 2017, Forton;
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Similarly to the situation in the rest of the Central and Eastern Europe, the capital Sofia is the richest
city among the regional centres and attracts the highest number of visitors. As a consequence, the city
has the capacity to absorb the largest commercial area. This is also the reason why all main
commercial chains try to first secure shops in Sofia and only then to lease areas in other big towns
and cities. The capital remains the city where the traders presently feel to a certain extent secure and
manage to generate constant incomes. Data of the National Statistical Institute shows that the retail
trade index increases by 10% on annual basis in the fourth quarter of 2017°.

Industrial real estates

For 2017 the offer of industrial real estates in Sofia equals 883 thousand. sq m according to data of
Colliers International™. The new areas in the year reach 42 067 sq m, 5% growth compared to 2016
The vacant areas decrease on an annual basis to 7% compared to 8% one year earlier. The demand
for the upper class sites remains higher, which is also the reason for the decrease of the vacant areas
in 2016. The rents in 2017 are according to the Colliers’ survey, on the average 4.5 EUR/sq m for the
class A areas and 2.7 EUR/sqg.m for the class B ones. The amounts remain unchanged compared to
2016, but increase by 7.1% and 8%, respectively, compared to 2015. For 2018 the analysts do not
expect new increase in the prices.

Outside Sofia, the major part of the occupied industrial real estates are in the light industry and the car
segment. Large international manufacturers find economically expedient ways of expansion of the
activity through outsourcing or offshoring and they are the main drivers of this type of demand. Due to
the lack of sufficient area meeting their requirements, on the market of leased areas they consider
mostly options for the construction of sites in well-developed industrial zones or in the borders of the
city.

In 2017 the third factory of the Japanese producer of car parts Yazaki in Dimitrovgrad was completed
and in the same sector a third enterprise of Kostal was opened in Pazardzhik. According to Colliers,
exactly the production of car parts will be among the drivers on the side of demand for industrial real
estates. A survey of PwC shows that the companies in the sector are owners of around 74% of the
industrial areas they use’?. Other large lessees are the logistics companies and the wholesale traders.

A trend increase of the interest in state industrial zones is emerging. A factor in this respect is their
location and the access to road and other infrastructure. Regardless of the competition on their part,
only in Sofia at the end of 2017 177 600 sq m new areas are under construction, 55 000 of which may
be expected to be finished by the end of 2018.

Agriculture lands

The price of agriculture land in the period 2011-2017 shows an average annual rate of increase of
14%, as shown by the data of the National Statistical Institute*®. The rent per decare increases in the
meantime by 7.4% in the same period. The most wanted plots are the ones in the North-Eastern
region of Bulgaria, where the value per decare for 2017 is also the highest one — BGN 1 401, and its
lowest in the South-Western area — 406 BGN/dca. The statistics takes into account the tax evaluation
of the real estates, as the actual market price probably exceeds the reported one. A signal for delay
comes from the number of transactions reported by the National Statistical Institute. In 2017 11.1
thousand transactions were entered into, 33.5% less on annual basis, and the decares sold remain at
the level of 2016 — 175 thousand.**

? Indexed of retail sales — (at comparable prices), National Statistical Institute;

19 |ndustrial Market Overview Sofia 2017, Colliers;

! Bulgaria Industrial Real Estate Market 2016, Colliers;

2 |ndustrial Market Overview Sofia 2017, Colliers;

13 Prices of the agricultural land and the rent in the farm economy in the Republic of Bulgaria in 2016, National
Statistical Institute;

14 concluded farming land purchase transactions, National Statistical Institute;
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Average price and rent per decare of agriculture land
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Source: National Statistical Institute

The reasons for the increase of the price of agriculture land in the recent years include, but not only,
the agricultural subsidies on the part of the European Union. The funds in question are paid per
decares, which stimulates the owners to purchase land, instead of increasing the yield from a unit of
area. The changes in the European Union common agricultural policy after 2020 will also be reflected
in the price of agriculture land. Furthermore, the market moves towards aggregation and
establishment of larger farms, which allow more effective production. The consolidation will increase
the demand in the areas with most actively developing agriculture and hence, the price of a decares
may increase.

10. GENERAL INFORMATION FOR THE COMPANY
Main information

Name and legal form: ,Bulgarian Real Estate Fund" REIT

Bulgaria, Sofia (capital) region, Capital municipality,
Seat and registered address: 3A Nikolay Haytov Str., 1% floor
Izgrev district, 1113 Sofia

+359 2 988 63 40

Telephone: +359 2 937 98 77

Website: http://brefbg.com

Email: diana.karanyotova@brefbg.com,
Uniform Identification Code: 131350366

The Company was established on 14 October 2004. On 8 December 2005 it obtained a license from
the Financial Supervision Commission and started its activity as a special-investment-purpose joint-
stock company. On 18 February 2008 it was re-registered in the Commercial Register kept by the
Registry Agency.

The existence of the Company was restricted in time until 11 December 2029 pursuant to the
provisions in the articles of association.

The Company is public and functions in accordance with the Bulgarian legislation, in accordance with
the Special Purpose Vehicles Act, the Public Offering of Securities Act, the Commercial Act, the
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respective statutory instruments and in accordance with the provisions of the Articles of Association
and other internal regulations, as well as in accordance with the applicable European legislation.

11. MANAGEMENT AND CORPORATE GOVERNANCE

According to the requirements of the Special Purpose Vehicles Act, the Company has a one-tier
management system. The bodies of the Company are a General meeting of the shareholders and a
Board of Directors. The Board of Directors of the company consists of three natural persons, one
whom is an independent Board member within the meaning of Article 116a, paragraph 2 of the Public
Offering of Securities Act.

Members of the Board of Directors
The present composition of the members has a mandate until 11 August 2021

The office address of all members of the Board of Directors is: 3A Nikolay Haytov str., 1% floor, Izgrev
district, 1113 Sofia

Todor Lyudmilov Breshkov — Chairperson of the Board of Directors

Data for activity performed outside the issuer:

Does not participate as an unlimited partner in companies in the last 5 years.
Has participation in the following companies as a shareholder in the last 5 years:

Breshkov and Sons OOD - 27.40% from 1997 till presently, Globus Ballistic OOD -in liquidation-
33,33% from 2007 till presently, Launch Hub Advisors OOD-33.92% from 2012 till presently, Launch
Hub Fund Il OOD-25% from 2016 till presently, Mibo Consult OOD-90.91% from 2014 - till presently,
Launch Hub Partners OOD-20% from 2013 — till presently

Does not participate in the management of companies as a procurator in the last 5 years.

He is a manager/member of a management/supervisory body in the last 5 years in: Manager of
Launch Hub Advisors OOD - from 2012 till presently; Member of the Board of Directors of Hello
Hungry AD — from 2015 till presently; Member of the Board of Directors of Storpool Storage AD — from
2015 till presently; Member of the Board of Directors of Launch Hub Fund Management B.V. — from
2016 till presently, the Netherlands; Member of the Board of Directors of Launchub Fund Cooperatief
U.A from 2012 to 2016; Member of the Board of Directors of the Bulgarian Private Equity and Venture
Capital Association — from 2016 till presently.

Education and relevant professional experience:

Education: Master, major in Business Administration, Sofia University St. Kliment Ohridski, Broker’s
Certificate from WMBA, London, UK, Training in Conflict Management at the International Institute for
Political and Economic Studies, Athens, Greece.

Relevant professional experience: Manager B Launch Hub Advisors OOD — from 2012 till presently;
Member of the Board of Directors of Hello Hungry AD — from 2015 till presently; Member of the Board
of Directors of Launchub Fund Cooperatief U.A from 2012 to 2016; Member of the Board of Directors
of Launch Hub Fund Management B.V. — from 2016 till presently; Member of the Supervisory Board of
FIB AD — from 2003 to 2010; Member of the Board of Directors of the Bulgarian Stock Exchange-Sofia
AD - from 2003 to 2010; Manager of FFBH OOD - from 2001 to 2009; Financial analyst in FFBH
OOD - from 1999 to 2000

Nikolay Hristov Skarlatov — Executive director and independent member of the Board of
Directors within the meaning of Article 116a, paragraph 2 of the Public Offering of Securities
Act

Data for activity performed outside the issuer:
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Does not participate as an unlimited partner in companies in the last 5 years.

Has participation in the following companies as a shareholder in the last 5 years: Skarli OOD — 80 %
from 1990 till presently, Skarli EOOD -100% from 2011 till presently.

Does not participate in the management of companies as a procurator in the last 5 years.

Manager/member of a management/supervisory body in the last 5 years: Executive director in Main
Capital AD from 2013 till presently; Manager in Industrial Properties OOD from 2008 till presently;
Manager in Skarli EOOD from 2011 till presently; Manager in Skarli OOD from 2011 till presently;
Manager in Bioportal OOD from 2013 till presently.

Education and relevant professional experience:

Education: Higher economic education and doctor’'s degree from the Higher Institute of Economics
Karl Marx (University of National and World Economy),Sofia

Relevant professional experience: shareholder in Skarli OOD from 1990 till presently; Director General
in the company MEVET, Greece from 1984 to 1990; Director of Machinoexport from 1976 to 1984;
employee in the Bulgarian Embassy in Greece from 1971 to 1976; expert on merchandise in
Machinoexport from 1967 to 1971.

Chavdar lvanov Donkov — member of the Board of Directors

Data for activity performed outside the issuer:

Does not participate as an unlimited partner in companies in the last 5 years.

Has participation in the following companies as a shareholder in the last 5 years: Iteka Computers
OOD - 45% from 1999 till presently; BP Fishing OOD — 33 % from 2010 till presently.

Does not participate in the management of companies as a procurator in the last 5 years.

Manager/member of management/supervisory body in the last 5 years: Manager in lteka Computers
OOD from 1999 till presently, B H Real Estates EOOD from 2005 till presently and Foundation
Associate Professor lvan Donkov Donkov from 2016 till presently.

Education and relevant professional experience:

Education: Master of Economics, University of National and World Economy, Sofia
Relevant professional experience: FX markets dealer in FIB AD from 1997 to 2005
Family relations

There are no family relations between the members of the Board of Directors.
Other information about the members of the Board of Directors

As at the date of drawing-up of the present Prospectus and in the last five years none of them has
been:

= punished by coercive administrative measures or administrative punishments;
= sentenced for a fraud;
= related to bankruptcy, management by a receiver in bankruptcy or winding-up;

= officially publicly incriminated and/or sanctioned by statutory or regulatory authorities
(including certain professional bodies);

= deprived by the court of the right to be a member of the administrative, management or
supervisory bodies of an issuer or of the holding of positions in the management or the
performance of the activity of any issuer.

87



Conflict of interests

There is no potential conflict of interests between the obligations of the members of the Board of
Directors to the Company and their personal interest or other obligations.

At the time of preparation of the present Prospectus the Company is not aware of arrangements or
agreements between the main shareholders, customers, suppliers and others, according to which any
person from the composition of the Board of Directors of the company is elected as a member of the
management body.

There are no restrictions adopted by the members of the Board of Directors of the company
concerning the disposal within a certain period of time of their assets in securities of the Issuer.

Remunerations and compensations

The Company applies its policy for remunerations of the members of the Board of Directors, in
accordance with the legal requirements for public companies, the objectives, the long-term interests
and the strategy for the future development of the company, as well as its financial-economic position
in the context of the national and European economic conjuncture. The General Meeting of the
Company determines the remuneration of the Board of Directors.

Presently, there are no plans to provide remunerations to the members of the Board of Directors in the
form of shares of the company, options over shares or other share acquisition rights. Remunerations
based on changes in the price of the shares of the Company are not provided for either.

The remunerations paid in 2017 to the members of the Board of Directors on an individual basis are,
as follows:

Todor Lyudmilov Breshkov — BGN 45 686
Chavdar lvanov Donkov — BGN 38 675
Nikolay Hristov Skarlatov — BGN 18 041

In-kind compensations have not been paid to the members of the Board of Directors, respectively the
specified total amount of the remunerations paid does not include in-kind compensations.

Retirement benefits have not been set aside or paid to a member of the Board of Directors. The
mandatory social-security instalments, as provided for under the Social Insurance Code, are made.

Information for the contracts of the members of the Board of Directors with the
Company, which provide compensations upon termination of the employment

The relations of the members of the Board of Directors with the Company do not entitle the members
of the Board of Directors to compensations upon their termination over and above the ones
determined by the Bulgarian legislation (in particular, in case of termination of a public-
office/employment relationship the employee is entitled to a compensatory payment for the leaves not
used by him/her; likewise, in case of termination of a public-office/employment relationship in relation
to retirement the employee is entitled to a payment in the amount of his/her gross salary for a period of
up to 6 months).

Dates of expiration of the current term for holding the positions by the
members of the Board of Directors and a period, in which the persons held this
job position

Period, in which the members of the Board of Directors of the company held these jobs — the three
natural persons are members of the Board of Directors of the company since 21 June 2005.

The present composition of the members of the Board of Directors was re-elected with a 5-year
mandate, as their mandate expires on 11 August 2021.
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Information for the shareholding and any options for similar shares in the
company of each of the members of the Board of Directors as at the
Prospectus date

As at the prospectus date the members of the Board of Directors Todor Breshkov and Chavdar
Donkov hold shares in the company, respectively 346 843 and 384 912.

The members of the Board of Directors are not given at this time options over securities owned by the
Company.

Information for the Company’s audit committee

The General Meeting of the shareholders of the company held on 16 July 2015 elected, and on 29
May 2017 re-elected the Company’s audit committee, with the required qualification and experience,
with a 3-year mandate, in the following composition:

Atanas Kirilov Traychev — Chairperson
Nikolay Sergeevich Dragomiretski — Member
Irena Yordanova Daskalova — Member
Corporate Governance

The Company performs its activity in compliance with the legislation of the Republic of Bulgaria. In
2007 the Bulgarian Stock Exchange adopted a National Code for Corporate Governance (the
Bulgarian Stock Exchange Code”), which includes all internationally adopted principles of corporate
governance and good practices in the field. The Bulgarian Stock Exchange Code is binding upon the
companies whose shares are traded on the Bulgarian Stock Exchange.

The Bulgarian Stock Exchange Code applies on a “comply or explain” basis, which means that the
Company is supposed to comply with the Code recommendations and in case of a deviation or non-
compliance its management must clarify the reasons for this. Information about the application of the
compliance with the Bulgarian Stock Exchange Code is disclosed in the annual statement of the
Company, which is published through a specialized information agency, as well as on the webpage of
the company.

The code is a standard of good practice and means of communication among the business. The
Bulgarian Stock Exchange Code takes into account the regulatory framework. Without reiterating it,
the Bulgarian Stock Exchange Code recommends how the Bulgarian companies should apply the
good practices and the principles of corporate governance. The rules and norms of the Bulgarian
Stock Exchange Code are standards of the management and supervision of the public companies,
which have proven over the years their efficiency. The Bulgarian Stock Exchange Code is underlain by
the understanding of corporate governance as a balanced interaction between shareholders,
companies’ managements and stakeholders. The good corporate governance means loyal and
responsible corporate managements, transparency and independence, as well as responsibility of the
company before the society.

It proposes rules for the protection of the shareholders, transparency, for the work of the corporate
managements and taking into account of the stakeholders, which rules are addressed to the public
companies and companies that intended to acquire a public status.

The Company has adopted the programme for the implementation of the internationally recognized
good corporate governance standards, which is submitted to the Financial Supervision Commission
and is being implemented by the company. This programme deals with the main aspects and
principles of good corporate governance of the company, in accordance with the international
recognized standards and subject to the provisions of the Bulgarian laws and regulations. The
principles laid down in the Good Corporate Governance Programme of the company were to a high
extent implemented.
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12. MAIN SHAREHOLDERS

Information is submitted about the shareholding structure of the Company (direct and indirect
participation of 5 and more than 5 percent in the capital of the company), on the basis of information,
submitted by the Company as the prospectus date.

The main shareholders, i.e. the persons who hold directly at least 5% of the total number of votes at
the General Meeting, are:

NN Universal Pension Fund, with the following seat and registered address: 49B Bulgaria blvd., Sofia
holds directly 1 367 256 shares of the capital, in the amount of BGN 1 367 256 BGN, ensuring 1 367
256 votes, which represent 6.79% of the capital of the company.

Universal Pension Fund DSK Rodina, with the following seat and registered address: 3 Shipska str.,
Sofia, holds directly 1 281 461 shares of the capital, in the total amount of BGN 1 281 461, which
represent 1 281 461 votes, representing 6.36% of the company’s capital.

There is no other person who can hold directly or indirectly 5 and more than 5 per cent of the total
number of votes of the General Meeting.

None of the above specified shareholders has different rights of vote in the General Meeting pf the
Company.

Control over the Company
The Issuer is not directly or indirectly owned/controlled.

The issuer is not aware of the presence of arrangements/agreements that could result in the
acquisition of control and/or a subsequent change in the control over the Company.

The shareholders exercise their shareholders’ rights conferred by the applicable legal instruments and
internal regulations.
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13. TRANSACTIONS BETWEEN RELATED PARTIES

The Company has entered into and intends to enter into in the future as well transactions with related
parties within the meaning of IAS 24 “Related Party Disclosures” (annex to Commission Regulation
(EC) No 1126/2008 of 3 November 2008 adopting certain international accounting standards in
accordance with Regulation (EC) No 1606/2002 of the European Parliament and of the Council,
amended by Commission Regulation (EC) No 1274/2008 of 17 December 2008 amending Regulation
(EC) No 1126/2008 adopting certain international accounting standards in accordance with Regulation
(EC) No 1606/2002 of the European Parliament and of the Council as regards International
Accounting Standard (IAS) 1.

Unless otherwise set out, the persons listed below are considered related parties for “Bulgarian Real
Estate Fund” REIT in 2015, 2016, 2017 and until the prospectus date (the “Related parties”):

B Managing company: MNI OOD;
B Members of the Board of Directors;

In the period between 1 January 2015 and the prospectus date, except for the transactions set out in
this section, “Bulgarian Real Estate Fund” REIT has not entered into other transactions with related
parties that are material, whether taken individually or together.

The transactions with related parties of “Bulgarian Real Estate Fund” REIT, are as follows:

2018 to the prospectus
date

The amounts are in BGN ‘000 2015 2016 2017

Managing company

Remuneration for servicing 1015 1022 1078 564
Receivables - 21 - -
Obligations 1364 1277 1120 1269

Board of directors
Remunerations 113 110 114 37

Source: Audited annual financial statements for 2015, 2016 and 2017; the Company

The mutual relations under remunerations of the managing company are set out in the section “Data
for the managing companies”.

The mutual relations regarding the remunerations of the Board of Directors of the Company are set out
in the “Management and corporate governance” section.
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14. SHARE CAPITAL AND RIGHTS AND OBLIGATIONS RELATED TO THE
SHARES AND THE GENERAL MEETING

Share capital

The Company is a licensed special-investment-purpose joint-stock company. The Company is public
within the meaning of chapter eight of the Public Offering of Securities Act and is registered in the
Financial Supervision Commission. The issue of ordinary shares of the Company is registered for
trade on the Bulgarian Stock Exchange-Sofia.

As at the date of the present Prospectus the share capital of the Company amounts to
BGN 20 150 000. The capital is divided into 20 150 000 ordinary, registered, book-entry shares, each
having a par value of BGN 1 and each incorporating one voting right. The Shares are non-privileged,
incorporating one entitlement to one vote in the General Meeting of the shareholders, with a right
dividend and to a liquidation quota, commensurate to the par value of the share. The Shares are
issued in accordance with the Bulgarian legal framework and exist in an book-entry form by virtue of
their registration in the Bulgarian Central Depository (with address: 10 Tir Ushi str.,, 1303 Sofia,
Bulgaria).

The Company has not issued shares, which do not represent capital, does not hold own shares. The
Company has not issued convertible or exchangeable securities or securities with warrants. There is
not authorized but unissued capital of the Company, except for the resolutions adopted by the
competent body in the present offering. The Company has commitment to an increase of the capital in
accordance with the resolution of the Board of Directors adopted on 20 April 2018.

To the best of the Company’s knowledge, there is no capital of the Company, which is subject to an
option or is agreed to be placed conditionally or unconditionally under an option. All shares are fully
paid in cash. There are no subsidiaries.

In the period covered by the historical financial information until the date of the present Prospectus the
share capital of the Company is decreased from BGN 60 450 000 to BGN 20 150 000 by a decrease
of the par value of one share from BGN 3 to BGN 1. The amendments to the articles of association
adopted at the General meeting held on 28 February 2018 are successfully registered in the
Commercial Register, whereby the procedure for the decrease of the Company’s capital is completed.

Provisions from the articles of association

The corporate objects provided for in Article 4 of the company’s articles of association is investing
cash raised through issue of securities in real estates (real estate securitisation) through the purchase
of ownership right and other in-rem rights in real estates, performance of construction works and
improvements in them for the purpose of their being granted for management, letting on lease,
leasing, rent and/or their sale.

The objectives provided for in Article 8 of the articles of association are increase of the market price
of the Company’s shares and increase of the amount of the dividends paid to the shareholders,
subject to preservation and increase of the value of equity. The Company invests in real estate
providing income in the form of rents and other current payments, and in purchasing, constructing
and/or renovating real estates for the purpose of their subsequent sale or operation. The
diversification of the real estate portfolio is achieved through investing in various types of real estates
situated in various regions of the Republic of Bulgaria, with the aim of decreasing the non-systemic
risk of the investment portfolio.

The members of the Board of Directors must have education and must have not been:
1.sentenced for an intentional publicly prosecuted criminal offence;

2.declared bankrupt as a sole proprietor or as unlimited partners in a business company and must not
be in bankruptcy proceedings;
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3.members of a management or supervisory body of a company or cooperative dissolved due to
bankruptcy in the last two years preceding the date of the judgment declaring the bankruptcy, if there
are unsatisfied creditors;

4. deprived of the right to hold a position involving property liability;

5. spouses or direct or collateral relatives up to the third degree, incl., among themselves or of a
member of a management of supervisory body of a managing company.

Due diligence: The members of the Board of Directors are bound to perform their functions with the
due diligence of a prudent businessman, be loyal to the Company and act in the best interest of its
shareholders, including:

1. to fulfil their obligations with the skills, diligence and skills typical of a professional and in a manner
that they reasonably believe is in the interest of all shareholders of the Company, while using only
information they reasonably believe to be reliable, full and timely;

2. to prefer the interest of the Company and of the investors in the Company to their own interest and
not to use for their benefit or for other persons’ benefit on account of the Company and the
shareholders facts and circumstance learnt by them in the course of performance of their duties of
office and professional obligations;

3. to avoid direct or indirect conflict between their interest and the Company’s interest, and if such
conflicts arise — to reveal them promptly and fully and to participate, as well as not to influence the
other board member upon the adoption of resolutions in such cases;

4. not to disclose information for the discussions and resolutions at the sessions of the Board of
Directors, as well as other non-public information for the Company, including after they are no longer
members of the Board of Directors, until the public disclosure of the respective circumstances by the
Company.

5.to provide and disclose information to shareholders and investors in accordance with the
requirements of the legal instruments and internal regulations of the Company.

The members of the Board of Directors shall mandatory provide a cash guarantee for their
management is such amount as determined by the General Meeting, but no less than their 3-month
monthly gross remuneration, within seven days from their election.

Each of the members of the Board of Directors shall receive a monthly remuneration in a fixed
amount, which may not exceed 10 (ten) times the amount of the minimum salary for the country.

At least one third of the members of the Board of Directors must be independent persons within the
meaning of the Public Offering of Securities Act.

Mandate: The Board of Directors of the Company is elected by the General Meeting for a term of 5
(five) years. The members of the first Board of Directors shall be elected for a term of 3 (three) years.
The Board members can be re-elected without any limits. After the expiration of their mandate, the
members of the Board of Directors shall continue performing their functions until the election by the
General Meeting of a new board.

Management and representation: The Company shall be managed and represented by the Board of
Directors. The Board of Directors shall assign the execution of its resolutions and performance of
functions of operational management of the Company to one or more of its members (executive
director/s). The executive director may be changed at any time. The Board of Directors may also
appoint one or more procurators. The Board of Directors may authorize an executive director to
represent the Company together with another executive director or with another member of the board
of directors, or with a procurator. The authorization may be withdrawn at any time. The names of the
persons authorized to represent the Company shall be registered in the Commercial Register.
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Powers: The Board of Directors adopts resolutions on all issues related to the Company’s activity,
except for those, which are pursuant to the legislation in force within the exclusive competence of the
General Meeting. The Board of Directors of the Company shall adopt resolutions on:

1. purchase and sale of real estates;

2. entry into, termination and rescission of the contracts with the servicing companies, and with
the depository bank;

3. the control over the performance of the contracts referred to in item 2;

4. the rendering of assistance to the managing company and to the depository bank upon the
performance of their functions in accordance with the effective legislation and these article of
association;

5. insuring the real estate immediately after the acquisition thereof;

6. determination of appropriate experts who meet the requirements of Article 19 of the Special
Purpose Vehicles Act and have the required qualification and experience, for an evaluation of the real
estates;

7. investment of the free funds of the Company subject to the restrictions imposed by the law
and these articles of association;

8. the immediate convening of the General Meeting upon the occurrence of circumstances that
are of considerable importance for the Company;

9. appointment under a labour contract of an investor relations director;
10. opening of branches and representative offices;
11. other issues falling within its competence pursuant to the articles of association.

The rights, preferences and restriction of the shares shall include:

Voting right

Each ordinary share, as well as each preferred share issued with a voting right shall entitle to one
voting right in the General Meeting of the shareholders of the Company. The voting right in the
General Meeting of the shareholders shall be exercised by the persons registered in the registers of
the Central Depository as shareholders 14 days before the date of the General Meeting. The Central
Depository shall submit to the Company a list of the shareholder as at the abovementioned date (14
days before the General Meeting). The presence of a person in this list is a sufficient condition for
such person to participate in the general meeting and exercise his/her voting right, after his/her proper
identification (ID card for natural persons; certificate of good standing from the Commercial Register of
a shareholder — legal entity and, identification of its representative, respectively). The holders of the
voting right shall participate in the General Meeting in person or through a representative authorized
by an explicit written power of attorney under Article 116, paragraph 1 of the Public Offering of
Securities Act.

When the proposal for a resolution affects the rights of shareholders from a single class, the voting
shall take place by classes, as the quorum and majority requirements shall apply to each class
separately. When there is a resolution for the elimination or restriction of the privilege of preferred
shares, which are issued without a voting right, they shall acquire a voting right as soon as the
privilege is eliminated.

Right to dividend

The Company shall distribute dividends under such procedure and conditions as set forth in the
Special Purpose Vehicles Act, the Public Offering of Securities Act, the Commercial Act and the
articles of association, on the grounds of a resolution of the General Meeting. Any advance distribution
of dividends is prohibited. The Company shall mandatorily distribute as dividend at least 90% of its
profit for the financial year determined in accordance with Article 10, paragraph 3 of the Special
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Purpose Vehicles Act. Dividends shall be paid to the shareholders within 3 (three) months from the
conduction of the general meeting, at which a resolution is adopted to distribute the Company’s profit.

The right to receive dividend shall belong to the persons registered in the registers of the Central
Depository as shareholders on the 14" day after the date of the General Meeting, on which the annual
financial statement is adopted and a resolution for profit distribution is adopted. The shareholders who
have the right to receive dividend may exercise this right until the expiration of the general 5-year
period of prescription, whereafter the right shall lapse and any dividends that have not been received
shall remain for the Company.

Each ordinary share shall entitle to dividend, pro-rata to is par value. The amount of the guaranteed
dividend under preferred shares (if such are issued by the company under the Articles of Association),
as well as the conditions and procedure for exercising the rights under preferred shares, shall be
determined by the specific resolution for the increase of the capital of the Company through the issue
of such preferred shares. The dividend under preferred shares with a right to guaranteed divided shall
be paid every year with preference to the dividend under the other shares. When the dividend under a
privileged non-voting share is not paid for a period of 1 year and the delayed payment is not made in
the next year together with dividend for it, the privileged share shall acquire a voting right until the
payment of the delayed dividends.

Right to a liguidation guota

Every share shall entitle to a liquidation quota, pro-rata to its par value. This right is conditional — it
shall arise and may be exercised only if (and as long as) upon the liquidation of the Company after the
satisfaction of the claims of all creditors there remained property for distribution among the
shareholders and up to the amount of this property. The right to a liquidation quota is only vested in
the persons registered in the registers of Central Depository AD as shareholders as at the time of
dissolution of the Company. The Company shall be dissolved by a resolution of the General Meeting
of the shareholders adopted on a ground provided for in the Articles of Association or in a law. The
dissolution of the Company shall be subject to an authorization issued by the Financial Supervision
Commission, which shall also approve the persons appointed as liquidators. The Financial Supervision
Commission shall reject the issue of authorization for dissolution if the interests of the investors are
not protected. Pursuant to the legislation in force, the right to a liquidation quota shall lapse by the
expiration of the general 5-year period of prescription.

Preferences of the shareholders

Upon an increase of the capital, except for the mandatory initial increase of the capital, every
shareholder shall have the right to acquire a part of the new shares that corresponds to his/her share
in the capital before the increase. This right may not be deprived or restricted by the body making a
decision of an increase of the capital under the procedure of Article 194, paragraph 4 of the
Commercial Act.

The pre-emptive right for new shares shall apply first to the shareholders from the class of shares, by
which the capital is being increased. The other shareholders shall exercise their pre-emptive right after
the shareholders referred to in the preceding sentence.

Right to participate in the increase shall be vested in the persons who acquired shares not later than
14 days after the date of the resolution of the General Meeting for an increase of the capital and when
this resolution is adopted by the management body — the persons who acquired shares not later than -
7 days after the date of publication of the notice referred to in Article 92a, paragraph 1 of the Public
Offering of Securities Act.

The rights granted by the shares subject of the present public offering may not be limited by rights
provided by another class of securities or by the provisions of a contract or another document.

Rights of the minority shareholders
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Shareholders who hold, taken together or alone, at least five per cent (5%) of the shares shall have
the following rights:

Right to file suits of the Company against third parties in case of inactivity of the management body or
the supervisory body of the Company and a right to file suits against members of the management
body or supervisory body of the Company for damages caused to the Company.

Pursuant to Article 118, paragraph 1 of the Public Offering of Securities Act, in case of failure of the
Company’s management bodies to act, which endangers the Company’s interests, these shareholders
may lodge before the court the Company’s actions against third parties. Pursuant to Article 118,
paragraph 2, subparagraph 1 of the Public Offering of Securities Act, these shareholders may file a
suit before the district court for indemnification for damages causes to the Company by acts or
omissions of the members of the management and supervisory authorities and of the procurators of
the Company.

Right to demand convening of the General Meeting and inclusion of issues or draft resolutions on
issues already included in the agenda

Pursuant to Article 118, paragraph 2, subparagraph 3 of the Public Offering of Securities Act, these
shareholders may request from the district court the convening of a General meeting or authorization
of their representative to convene a General meeting under an agenda determined by them.

Furthermore, pursuant to Article 118, paragraph 2, subparagraph 4 of the Public Offering of Securities
Act these shareholders may demand the inclusion of issues and submit proposals for resolutions on
issues already included in the agenda of the already convened General Meeting in accordance with
Article 223a of the Commercial Act. The right referred to in Article 118, paragraph 2, subparagraph 4
of the Public Offering of Securities Act does not apply when the agenda of the general meeting
includes an item, the subject of which is the adoption of a resolution under Article 114, paragraph 1 of
the Public Offering of Securities Act. These shareholders shall not have the right to include in the
agenda of the general meeting new items for the adoption of a resolution under Article 114,
paragraph 1 of the Public Offering of Securities Act.

Right to demand the appointment of controllers of the Company

Pursuant to Article 118, paragraph 2, subparagraph 2 of the Public Offering of Securities Act, these
shareholders may demand from the General Meeting or from the district court the appointment of
controllers who will examine the entire financial documentation of the Company and prepare a report
on their findings.

Additional rights

] right of every shareholder upon an increase of the capital to acquire shares that correspond to
his/her share in the capital before the increase.

" right of every shareholder to participate in the management, to elect and to be elected in the
management bodies;

" right of information, including the right of preliminary acquaintance with the written materials
under the announced agenda of the General Meeting of the shareholders and their free receipt
upon request;

" right to appeal before the court against resolutions of the General Meeting, which are in conflict
with the law or the articles of association.

Redemption and conversion

The Company may issue preferred shares with a guaranteed dividend, as well as shares with a
redemption privilege. This share may entitle to one vote in the General Meeting of the shareholders or
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be without a voting right. Preferred shares shall be counted when determining the par value of the
capital. Non-voting preferred shares may not be more than %2 of the total number of shares of the
Company.

A public company may acquire in one calendar year more than 3 per cent own voting shares in the
cases of a decrease of the capital through cancellation of shares and redemption only under the
conditions and procedure of auction offering under Article 149b of the Public Offering of Securities Act.
A public company shall notify the commission and the public in accordance with Article 100s (1007),
paragraphs 3 and 4 of the Public Offering of Securities Act of the number of own shares, which it shall
purchase within the restriction and of the investment intermediary, on whom an order for the purchase
is placed.

The Company may issue bonds that may be converted into shares (convertible bonds) upon
respective application of the rules on the preferences of the shareholders pursuant to the articles of
association. Bonds shall be issued on the basis of a resolution of the General Meeting or of the Board
of Directors.

Changes in the shareholders’ rights

As a whole, the basic rights related to ordinary shares (right to vote, right to a dividend and liquidation
guota), as described above, may not be limited or eliminated.

The legal provisions, pursuant to which these rights are vested in the shareholders, are imperative and
hence the articles of association may vest additional rights in the shareholders, but may not rule out or
restrict the rights provided for under these laws.

Article 113, paragraph 2, subparagraph 2 of the Public Offering of Securities Act provides for that
when the increase of the capital is required for the implementation of a merger, auction offering for
exchange of shares or for securing the rights of the holders of warrants or convertible bonds, the
shareholders may be deprived of their pre-emptive rights for new shares upon an increase of the
capital.

Convening of the General Meeting

The regular General Meeting shall be conducted until the end of the first six months after the close of
the reporting year. The extraordinary general meeting of the shareholders may be convened at any
time.

The General Meeting shall be convened by the Board of Directors. A General Meeting may be
convened also on the request of shareholders holding at least 5 per cent of the Company’s capital.

The convening of the General Meeting of the Shareholders takes place by an invitation in accordance
with Article 223, paragraph 3, first sentence of the Commercial Act announced in the Commercial
Register and notified under the conditions and procedure of Article 100s (100T), paragraphs 1 and 3 of
the Public Offering of Securities Act at least 30 (thirty) days before the opening thereof. In the deadline
set out in the preceding sentence the invitation, together with the materials for the general meeting
under Article 224 of the Commercial Act, shall be sent to the Financial Supervision Commission and
shall be published on the Company’s webpage. The procedure set out in the previous sentence shall
also be the procedure for publishing the templates for voting by proxy or through correspondence, if
applicable.

The contents of the invitation for the convening of the General Meeting shall be determined in
accordance with the requirements of Article 223, paragraph 4 of the Commercial Act and Article 115
paragraph 2 of the Public Offering of Securities Act. Shareholders holding at least 5 per cent of the
capital of the Company may demand supplementation of the agenda announced in the invitation under
the procedure and conditions of Article 223a of the Commercial Act. In the cases referred to in the
preceding sentence, the shareholders shall submit to the Financial Supervision Commission and to the
Company not later than on the working day following the announcing of the issues in the Commercial
Register the materials referred to in Article 223a, paragraph 4 of the Commercial Act. The Company
shall be bound to update the invitation and to publish it together with the written materials under the
conditions and procedure of Article 100s (1007), paragraphs 1 and 3 immediately but not later than the
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end of the working day following the day of receipt of the notice of inclusion of the issues in the
agenda.

The right to vote in the General Meeting shall be exercised by the persons registered in the registers
of Central Depository AD 14 days before the date of the General Meeting, pursuant to a list of the
shareholders made available by Central Depository AD as at this date.

By a resolution of the Board of Directors the right to vote may be exercised before the date of the
general meeting through correspondence, by the use of mail, including email, courier or another
technical feasible method.

Voting through correspondence shall be valid if the vote has been received by the Company not later
than the day preceding the date of the general meeting. If the shareholder attends the general meeting
in person, the right to vote exercised by him/her through correspondence shall be valid, unless the
shareholder states otherwise. As regards issues, on which the shareholder votes at the general
meeting, the voting right exercised by him/her through correspondence shall be invalid.

Written materials related to the agenda of the General Meeting must be made available to the
shareholders by the date of announcement of the invitation for the convening of the General Meeting
in the Commercial Register at the latest.

When the agenda includes the election of members of the Board of Directors, the written materials
shall also include data for the names, permanent address and professional qualification of the persons
proposed as members.

Delay, postponing or prevention of a change in the control of the issuer.

The company’s articles of association provides for higher majority than the one set forth in the law,
and namely 3/4 (three fourths) of the voting shares presented at the meeting, for the adoption of
resolutions about amendments and supplementations to the articles of association, transformation and
dissolution, increase and decrease of the capital, election and release from office of the members of
the Board of Directors and determination of their remuneration and guarantee for their management.

Pursuant to the applicable legal instruments disclosure of the shareholding is required in certain
cases.

Pursuant to the Public Offering of Securities Act each shareholder who acquires or transfers directly
and/or under the procedure of Article 146 of the Public Offering of Securities Act a voting right at the
General Meeting of the company is bound to inform the company and the Financial Supervision
Commission, when: (1) as a result from the acquisition or transfer his/her voting right reaches,
exceeds or falls below 5% or a number divisible by 5%; (2) his/her voting right exceeds, reaches or
falls below the thresholds referred to in item (1) as a result from events bringing about changes in the
total number of the voting rights on the basis of information disclosed by the company upon any
change in the capital pursuant to Article 112e of the Public Offering of Securities Act.

The obligation to notify shall be fulfilled immediately but not later than four business days from the day
following the day, on which the shareholder or the actual owner of the voting rights: (1) learns about
the acquisition, transfer or about the possibility to exercise the voting rights pursuant to Article 146 of
the Public Offering of Securities Act, or on which, in view of the specific circumstances, he/she was
bound to learn, regardless of the date, on which the acquisition or transfer took place or the possibility
to exercise the voting rights arose; (2) is notified that his/her voting right has exceeded, reached or
fallen below 5 per cent or a number divisible by 5 per cent of the number of votes in the general
meeting of the company as a result from events bringing about changes in the total number of the
voting rights on the grounds of information that is disclosed pursuant to Article 112e of the Public
Offering of Securities Act. The obligation to notify shall apply also to the persons who hold directly or
indirectly financial instruments entitling them to acquire on their own initiative and on the grounds of a
written contract shares incorporating the right to voting at the general meeting of the company.

98



The members of management and supervisory bodies of a public company are bound to notify before
the company, the Financial Supervision Commission and the Bulgarian Stock Exchange: (a) the legal
entities, in which they hold, whether directly or indirectly, 25% or more of the voting rights or which are
under their control; (b) the legal entities, in which they participate in supervisory or management
bodies or are appointed as procurators; or (c) any known present and future transactions, with respect
to which they believe that they could be defined as interested parties.

Changes in the capital, which are more restrictive than the conditions provided for in the law

The articles of association lay down conditions for changing the company’s capital, which are more
restrictive than the conditions laid down in the law. Pursuant to Article 230 of the Commercial Act, the
adoption of a resolution for the increase of the capital requires a majority of 2/3 of the represented
capital, and the company’s articles of association requires a majority of 3/4 (three fourths) of the voting
shares represented at the meeting.

Pursuant to the law and the articles of association the company’s capital is to be increased through the
issue of new shares against cash contributions or through the conversion of bonds issued as
convertible bonds into shares.

The Company’s capital may not be increased through an increase of the par value of the shares
already issued through conversion into shares of bonds that have not been issued as convertible
bonds. The Company’'s capital may not be increased through capitalization of the profit under
Article 197 of the Commercial Act, by non-cash contributions under Article 193 of the Commercial Act,
as well as under the condition that the shares will be purchased by certain persons pursuant to
Article 195 of the Commercial Act, if the shareholders’ pre-emptive right is violated.

The increase of the capital takes place on the basis of a resolution of the General Meeting or on the
basis of a resolution of the Board of Directors pursuant to Article 43 of the articles of association.

Upon an increase of the capital, except for the mandatory initial increase of the capital, each
shareholder shall have the right to acquire a part of the new shares that corresponds to his/her share
in the capital before the increase. This right may not be cancelled or restricted by the authority
adopting the resolution for the increase of the capital, under the procedure of Article 194, paragraph 4
of the Commercial Act.

Upon an increase of the Company’s capital rights shall be issued within the meaning of §1,
subparagraph 3 of the Additional Provisions of the Public Offering of Securities Act. Apart from the
cases of mandatory initial increase of the capital, one right shall be issued against each existing share.
The ratio between the issued rights and a new share shall be determined in the resolution for the
increase of the capital.

The Company’s capital may be decrease through cancellation of redeemed shares under the
conditions of the legislation in force and the articles of association. The capital may not be decreased
through coercive cancellation of shares or redemption of ordinary shares under the procedure of
Article 111, paragraph 5 of the Public Offering of Securities Act.

Resolutions, authorizations and approvals for the performance of the present
offering of securities

The Offered Shares from the increase of the capital are issued on the grounds of a resolution of the
Board of Directors adopted on 20 April 2018. The resolution provides for an increase of the capital of
the company from BGN 20 150 000 to BGN 40 300 000 through the issue of new 20 150 000 ordinary
shares, each having a par value of BGN 1 and an issued value of BGN 1,90 of the same class of
shares as the existing ones. The Board of Directors has elected investment intermediaries to service
the increase of the capital — “First Financial Brokerage House” EOOD and Sofia International
Securities AD. The Financial Supervision Commission will by a resolution approve the present
prospectus for public offering of shares.
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Anticipated date of issuance of the issue of shares from the capital increase

The increase of the capital shall have effect from the date of its registration in the Bulgarian
Commercial Register. The new shares are issued with registration of the increase of the capital in the
Central Depository, as this is expected to happen on or around 20 August 2018. For more detailed
information see. Expected Offering Schedule.

Restrictions of the free transferability of the securities

Pursuant to Article 111, paragraph 3 of the Public Offering of Securities Act, the shares of the public
company are book-entry, and for this reason the restrictions on the transfer, provided for in the
Commercial Act for physical securities do not apply to disposal of them. Pursuant to Article 127,
paragraph 1 of the Public Offering of Securities Act, their transfer is effective from the registration
thereof in Central Depository AD.

The Bulgarian legislation provides for restrictions on the transfer of shares blocked in the depository
institutions, as well as of ones, which are subject of an established pledge or an imposed distrain. The
prohibition of transfer in case of an established pledge over the shares does not apply if the transfer
has been notified of the established pledge and has explicitly consented to acquire the pledged
shares, there is an explicit consent of the pledge creditor to the transfer of the pledged shares (if the
consent of the pledge creditor is required under the Bulgarian Special Pledges Act). The restrictions
concerning the transfer of pledged shares do not apply to the cases of a pledge established over an
aggregate within the meaning of the Special Pledges Act. The prohibition of the transfer of pledged
shares shall not apply either in the cases of an established right of use for the benefit of the pledge
creditor in the shares granted as a pledge under the Financial Collateral Arrangements Act, in which
case the pledge creditor has the right to transfer the shares.

Purchase offers

The issuer has not received bids, offers for mandatory takeover/acquisition, forcible purchase or
clearance sale with respect to the securities.

There are no public offers for purchase by third parties with respect to the shares until the date of the
present Prospectus.
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15. CONDITIONS OF THE OFFERING
Information for the shares subject of the public offering
Type and class of the securities

The subject of initial public offering are 20 150 000 ordinary, registered, book-entry shares of the
capital of the Company. The subscription shall be considered successful, if at least 10 075 000
offered shares are subscribed. The Shares from this issue are of the same class as the Company’s
shares, which are already issued and give equal rights to their holders. The book of shareholders is
kept by Central Depository AD, having its seat and registered address at: 6 Tri Ushi str., Sofia. The
rights within the meaning of §1, subparagraph 3 of the Public Offering of Securities Act, which
incorporate rights to subscribe shares from the increase of the capital, will be assigned an ISIN code
through the sending of a request to Central Depository AD, immediately before the commencement of
the public offering. The Shares of the present issue, as well as the shares already issued by the
Company, shall have an ISIN code BG1100001053.

Legislation

The creation of the securities subject of the present public offering is governed by the provisions of the
Bulgarian legislation. The Shares will not be subject to international offering.

Currency of the issue of securities

The securities are denominated in Bulgarian levs.

Data for the public offering

Total number of the shares, offered for subscription and sale

The subject of public offering are 20 150 000 ordinary shares from the new issue under the increase of
the Company’s capital. The subscription shall be considered successful, if at least 10 075 000 offered
shares are subscribed. The par value of the offered shares is BGN 1, and the issued value of the
offered shares is BGN 1.90.

Issuance of rights within the meaning of §1, subparagraph 3 of the Public Offering of Securities
Act

Upon an increase of the capital of a public company through the issue of new shares, on the grounds
of Article 112, paragraph 2 of the Public Offering of Securities Act, rights are mandatorily issued within
the meaning of §1, subparagraph 3 of the Additional Provisions of the Public Offering of Securities Act,
as 1 (one) right will be issued for each existing share. The rights allow the subscription of a certain
number of shares of a public company, in relation to an adopted resolution for an increase of the
capital.

Conditions and term of the initial public offering of the shares

Against every share held in the company’s capital one right shall be issued within the meaning of §1,
subparagraph 3 of the Public Offering of Securities Act, and for each single right, a shareholder or a
third party that has acquired rights shall have the right to subscribe one new share of the present issue
having an issued value BGN 1.90. Every person may subscribe at least 1 new share and no more than
such number shares that is equal to the number of rights acquired and/or held by him/her.

The present shareholders shall acquire the rights for free. All other investors may purchase rights
through a transaction on the market of rights organized by Bulgarian Stock Exchange — Sofia AD
within the term for transferring the rights or at the open auction organized by Bulgarian Stock
Exchange — Sofia AD for the non-exercised rights, after the expiration of the term for the transfer of the
rights.

In case that the holder of the rights does not want to subscribe shares of the present offering against
all or part of the rights held by him/her, he/she may offer the unused rights on sale in accordance with
the rules described herein below.
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On the grounds of Article 112b, paragraph 2 of the Public Offering of Securities Act eligible to
participate in the increase of the capital shall be persons who have acquired shares not later than 7
days after the date of publication of the notice referred to in Article 92a, paragraph 1 of the Public
Offering of Securities Act.

Once the present prospectus for public offering of shares is approved by the Financial Supervision
Commission, the company shall publish a notice for the public offering, the initial and final date for
transferring rights and for the subscription of shares, the registration number and the date of the
approval of the prospectus for public offering of shares issued by the Financial Supervision
Commission, the place, time and manner of acquainting with the prospectus, as well as other data
according to the applicable legal provisions. The notice shall be published in one nationwide daily
newspaper (“Capital Daily” newspaper), and on the webpages of the company and of the authorized
investment intermediaries “First Financial Brokerage House” EOOD and Sofia International Securities
AD, at least 7 days before the initial date of the subscription or the beginning of the sale. Within up to
three business days Central Depository AD shall open accounts for rights to the shareholders of the
company, as each of them shall have the opportunity to acquire such part of the new shares that
corresponds to his/her shareholding in the capital before the increase. After publication of the notice of
the public offering under Article 92a, paragraph 1 of the Public Offering of Securities Act, the regulated
market, on which the shares are traded, shall immediately notify the last date for conclusion of
transactions with them, as a result from which the transferee of the shares shall has the right to
participate in the increase of the capital. For the period, in which the shares are transferred with a right
of participation in the increase of the capital, the regulated market may apply special rules about price
restrictions to the submission of orders or quotation and to the concluded transactions.

Contact place and person

Investors who are interested in the offered securities may contact the authorized investment
intermediaries:

“First Financial Brokerage House” EOOD

Address: 2 Enos str. , 4" floor, Sofia
Contact person: Anna Georgieva
Telephone: +359 2 460 64 11

E-mail: Anna.Georgieva@ffbh.bg

Sofia International Securities AD

Address : 140 Georgi S. Rakovski str., 4" floor, Sofia
Contact person: Svetozar Abrashev

Telephone: +359 2 937 98 65

Fax: +359 293798 77

e-mail: zaytseva@sis.bg

Investors may also contact each and every investment intermediary, member of Bulgarian Stock
Exchange — Sofia AD.

Initial date for sale (trade) of the rights

The initial date for trade of the rights is the third business day that follows the expiry of 7 (seven) days
from the date of publication of the communication for the public offering under Article 92a of the Public
Offering of Securities Act in one nationwide daily newspaper (“Capital Daily” newspaper) and on the
webpages of the company and of the authorized investment intermediaries “First Financial Brokerage
House” EOOD and Sofia International Securities AD (the latest date). The initial date of the
subscription and of the exchange trade in rights is expected to be on or around 4 July 2018.
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Final date for sale of the rights

The final date for transferring the rights shall be the first business day following the expiration of 14
days from the initial date (expected date: 19 July 2018). Pursuant to the regulations of “Bulgarian
Stock Exchange — Sofia” AD (BSE) the last date for trade in rights on the exchange is two business
days before the final date for transferring rights (the expected last date for trade in rights on the
exchange: 17 July 2018).

Place, conditions and procedure for transferring the rights. Auction

The transfer of the rights shall be made on the floor of Bulgarian Stock Exchange — Sofia AD. On the
5" pusiness day after the expiration of the term for transferring the rights (expected date: 26 July
2018), the company shall offer through the authorized investment intermediary FFBH EOOD, on a
Regulated market, for sale, under the conditions of an open auction the non-exercised rights, within
the term for transferring the rights. Hence, the shareholders, holding rights, as well as the persons who
purchased rights within the term for transferring the rights, may subscribe shares from the offered
issue until the expiration of the term for transferring the rights. The persons who purchased rights on
the organized open auction may subscribe shares until the expiration of the deadline for subscription
of shares.

Initial date for subscription of shares

The initial date coincides with the date, on which the offering of the rights starts — the third business
day following the expiration of 7 (seven) days from the date of publication of the notice of the public
offering under Article 92a of the Public Offering of Securities Act in one nationwide daily newspaper
(“Capital Daily” newspaper) and on the webpages of the company and of the authorized investment
intermediaries “First Financial Brokerage House” EOOD and Sofia International Securities AD (the
latest date).

Final date for subscription of shares

The final date for subscription of shares by the holders of rights shall be the first business day
following the expiration of 15 business days, counted from the final date for transferring rights.
(expected date: 10 August 2018).

Subscription of shares before the initial and after the final date for subscription of shares shall be
inadmissible.

Expected Offering Schedule

Date of publication of the Prospectus on or around 22 June 2018
Date of announcing the notice of the offering on or around 22 June 2018
Start of the trade in rights on the Bulgarian Stock Exchange and of the on or around 4 July 2018
subscription of the new shares

Last day of the trade in rights on the Bulgarian Stock Exchange on or around 17 July 2018
Expiration of the period for transferring the rights on or around 19 July 2018
Ex-officio auction on or around 26 July 2018
Final date for subscription of shares on or around 10 August 2018.
Registration of the increase of the capital in the Commercial Register on or around 15 August 2018
Registration of the new shares in accounts of the investors in the Central on or around 20 August 2018
Depository

Start of the trade in the new shares on the Bulgarian Stock Exchange on or around 5 September 2018

The determination of these dates is based on the assumption that: (a) the deadlines under the schedule are met
without any delay; and (b) the procedures in the respective institutions will run in the shortest possible terms in
accordance with their practice. The exact date may be more or less days after the indicated date.
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Possibility to extend the terms for offering the rights and the shares

The terms for transfer of the rights and subscription of the shares may be extended once by the
company by up to 60 days, as the respective amendments must be made to the present Prospectus
and the Financial Supervision Commission must be notified.

Pursuant to Article 84, paragraph 2 of the Public Offering of Securities Act, the Issuer shall
immediately announce to the commission, on the webpages of the issuer and of the investment
intermediaries participating in the offering and file an application for announcement in the Commercial
Register and for publication in the daily newspaper referred to in Article 92a, paragraph 2 of the Public
Offering of Securities Act of the extension of the term.

Possibility to decrease/increase the number of the offered shares
The number of the offered securities is not subject to change.

Minimum and maximum number of shares that could be acquired by a single
person

Every person may subscribe at least one new share and no more than then number of the acquired
rights.

Conditions and procedure for subscription of the shares, including conditions
for filling-in forms and submission of documents by the investors; conditions,
procedure and term for withdrawal of the application (order) for subscription of
the shares

Subscription of shares within the meaning of §1, subparagraph 11 of the Additional Provisions of the
Public Offering of Securities Act is understood as unconditional and irrevocable expression of will for
the acquisition of the shares in the process of their issuance and for payment of their full issued value.

The subscription of shares shall take place in the following way: the owners of rights shall for the
purpose file application forms before the authorized investment intermediaries “First Financial
Brokerage House” EOOD, Sofia International Securities AD or before the investment intermediaries,
members of Central Depository AD, who keep the customer account for the rights owned by them. The
subscription of shares shall take place by the submission of a written application form, which is
compliant with the legal requirements and must have the following minimum contents:

A)_Natural persons:

1. the names and the unique customer number of the person and of the person’s proxy, and if such
numbers have not been assigned — respectively, the following data: three names, personal ID No.,
place of living and address;

2. issuer, ISIN code of the issue and number of the shares that the application refers to;
3. date, time and place of the submission of the application;

4. total value of the order;

5. signature of the person filing the application.

B)_Legal entities:

1. firm and the unique customer number of the person and of the person’s proxy, and if such
numbers have not been assigned — respectively, the following data: firm, Uniform Identification Code,
seat and address of the customer;

2. the data referred to in items 2-5 of letter A above.

C)_Foreign natural person/legal entity — analogical identification data under letter A or letter B above,
as well as the data referred to in items 2-5 of letter A above;
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Upon receipt of an order, the person receiving it shall verify the customer’s identity, respectively the
customer’'s representative’s identity. Legal entities shall place orders through their legal
representatives who shall prove their identity by an identity document. Natural persons shall place
orders in person as they must prove their identity by an identity document. The order may also be
placed by a proxy, who shall prove his/her identity by a notary certified special power of attorney.

In case that the persons who wants to place an order for participation in the offering before an
investment intermediary is not a customer of the respective investment intermediary, this person shall
sign an investment intermediation contract with it, which shall be accompanied by the following
attached documents:

(a) a certified copy of a certificate of good standing from the Commercial Register of the applicants —
legal entities; (b) translated and legalized registration documents of foreign legal entities; (c) original of
notary certified special power of attorney in case of entry into of a contract by proxy. Foreign natural
persons shall attach a legalized translation of the pages of their identity document (passport), which
contain information for the full name; document number; date of issue (if any); nationality; address (if
any contained in the document) and a simple copy of the translated pages of the identity document,
which contain other information, including a photograph of the person.

In case of placement of an order to an investment intermediary that keeps the customer accounts of
the person, the respective provisions of the applicable legislation shall apply.

An investor cannot withdraw his/her order. He/she may abandon the shares subscribed under the
procedure and conditions of Article 85, paragraph 6 in conjunction with paragraph 2 of the Public
Offering of Securities Act.

The subscription of shares shall be considered to be valid only if made by the holder of rights, up to
the maximum possible number of shares, and the entire issued value of shares being subscribed is
paid within the time limit and under the conditions set forth herein below. In case of partial payment of
the issued value the number shares considered to be subscribed shall be the respective number, for
which the issued value is paid in full.

Conditions, procedure and term for payment of the subscribed shares and for
receipt of the certification documents for contributions made

The payment of the issued value of the subscribed shares shall be made to a special escrow account
of the company, which shall be specified in the notice referred to in Article 92a of the Public Offering of
Securities Act.

The escrow account must be credited with the amount due not later than by 15:00 on the last day of
the subscription. The bank, in which the escrow account is opened, shall block the amounts received
to the special escrow account.

Pursuant to Article 89, paragraph 2 of the Public Offering of Securities Act the cash accumulated to
the special account may not be used before the end of the subscription and registration of the
increase of the capital in the Commercial Register at the Registry Agency. A certification document for
the contributions made shall be the payment document (payment order or pay-in slip, which must state
the name/firm of the person subscribing shares, his/her/its personal ID No./Uniform Identification Code
— for Bulgarian persons, the number of the subscribed shares, the total amount of the contribution due
and made). The investor shall receive the certification document from the servicing bank, through
which the investor orders the payment or pay the amount due, and must hand it over to investment
intermediary “First Financial Brokerage House” EOOD until the expiration of the deadline for
subscription of shares. In case that the orders are placed with other investment intermediaries, they
must hand over to “First Financial Brokerage House” EOOD payments documents for the contributions
made under the subscribed shares until the expiration of the last day of the subscription, at the latest.

Procedure to be followed if all shares of the issue are subscribed before the
final date of the public offering; procedure to be followed if until the final date
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of the public offering all shares of the issue are not subscribed; procedure to
be followed, if until the final date of the public offering more shares than
offered are subscribed; procedure for satisfaction of orders in case of
competition between them

If all shares of this issue are subscribed before the final date of the subscription, the Company shall
notify the Financial Supervision Commission within 3 (three) business days (Article 112b,
paragraph 12 of the Public Offering of Securities Act) and take the action required for the registration
of the increase of the capital in the Commercial Register, and then — for registration of the new issue
of shares in the Central Depository and “Bulgarian Stock Exchange — Sofia” AD.

If until the final date of the subscription at least 10 075 000 offered shares are subscribed, the
subscription will considered successful and the capital shall be increased up to the amount of the
subscribed and paid shares.

The increase of the company’s capital with rights rules out subscription of more shares than offered
and competition between the orders.

In case that until the final date of the subscription shares reaching the minimum amount of 10 075 000
offered shares are not subscribed, the increase of the capital shall be considered failed. In such case
the company notifies the Financial Supervision Commission of the result from the subscription until the
expiration of seven days after its final deadline.

In case of refusal to register the increase of the capital in the Commercial Register, at the Registry
Agency, the company shall notify the Financial Supervision Commission until the expiration of seven
days after the rejection is issued. On the day of the notice under the preceding sentences, according
to Article 89, paragraph 4 of the Public Offering of Securities Act, the issuer shall notify the bank, in
which the special accumulation account is opened, of the result from the subscription and shall publish
on its webpage and on the webpage of the investment intermediaries, as well as in the nationwide
daily newspaper (“Capital Daily” newspaper) an invitation to the persons who subscribed shares,
which shall contain the procedure and conditions for refunding the accumulated amounts. On the
same day the Issuer shall filed an application for the announcement of the invitation under the
preceding sentence in the Commercial Register. The accumulated amounts shall be returned to the
persons who subscribed shares, within up to one month from the notice, together with the interests
accrued by the bank, if any. The conditions and procedure for refunding the amounts shall be
contained in the invitation to the persons who have subscribed shares.

Conditions, procedure and date for public announcement of the results from
the subscription

The Company shall notify the Financial Supervision Commission within 3 (three) business days from
the end of the subscription, of the condition thereof the results from it, including of difficulties, disputes
and the like in the trading of the rights and the subscription of the shares.

After the end of the initial public offering of shares, the Company shall send a notice to the Financial
Supervision Commission within the term referred to in Article 24, paragraph 1 of Ordinance No.2 of the
Financial Supervision Commission about the result from the public offering, which contains
information about the date of completion of the public offering; the total number of subscribed shares;
the amount received against the subscribed shares; the amount of the commission fees and other
costs related to the public offering, incl. the fees paid to the Financial Supervision Commission. The
Company shall attach to the notice a certificate from the Central Depository of registration of the issue
and certificate from the bank, with which the accumulation account is opened, certifying the
contributions made under the subscribed shares.

If the public offering is successful, the Financial Supervision Commission shall register the issued
securities issue in the register under Article 30, paragraph 1, subparagraph 3 of the Financial
Supervision Commission Act.
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In case of rejection of registration in the Commercial Register of the increase of the capital of the
company, the latter shall notify the Financial Supervision Commission within 7 (seven) days from the
issue of the rejection.

Conditions, procedure and term for receipt of the subscribed shares (for
transfer of the shares to accounts in the Central Depository of the persons who
subscribed for them, and for receipt of the certification documents for the
shares)

After the registration of the increase of the capital in the Commercial Register, the Company shall
register the issue of shares in the Central Depository, whereafter the latter shall issue depository
receipts to the shareholders for the newly issued shares held by them under personal accounts (not as
customers of an investment intermediary). The receipts will be handed over to the shareholders or to
persons authorized by them with a special notary certified power of attorney, without limits in time, on
the registered address of Il “First Financial Brokerage House” EOOD, as the handover shall start
within two weeks from the issue of the depository receipts. When the newly issued shares are in
customer subaccounts with an investment intermediary, the issue of depository receipts shall be made
by the latter on the request of the shareholder under the procedure provided for in the Rules of the
Central Depository.

Procedure and term for refund of the cash deposited for the subscribed,
respectively purchased, shares, if the public offering is not successful

If the subscription is not successful, the Company shall publish a communication about this in the
nationwide daily newspaper (“Capital Daily” newspaper) and notify the Financial Supervision
Commission under the procedure of Article 112b, paragraph 12 of the Public Offering of Securities Act.
The deposited amounts, together with the interests accrued by the bank, will be refunded to the
investors within 30 days from the notice referred to in Article 112b, paragraph 12 of the Public Offering
of Securities Act by a transfer to a bank account specified by them or in cash. In case that the increase
of the capital is not registered in the Commercial Register, the Company shall notify the respective
institutions and publish in the specified daily newspaper a notice of entry into force of the issued
rejection and refund the received amounts within the specified term and according to the specified
procedure.

Procedure for exercising the pre-emptive right for the offered shares
(procedure for exercising the rights for subscription of the securities within the
meaning of § 1, subparagraph 3 of the Public Offering of Securities Act);
procedure to be applied upon non-exercising of this right

Upon an increase of the capital of the public company the present shareholders shall have a pre-
emptive right to acquire a part of the new shares that corresponds to their shares in the capital before
the increase.

The shareholders and the persons who purchased rights in the term for transferring of rights, as well
as during the organized open auction, may exercise them and subscribe shares against them. Every
person may subscribe at least one share and no more than a number of shares that is equal to the
acquired rights.

The possibility of subscription of a number of offered shares that exceeds the number of rights owned
and of competition between orders is ruled out.

In case that a person who purchased rights at the auction fails to exercise them and/or a person who
subscribed shares fails to pay their issue value, under the above conditions, the shares shall remain
non-subscribed and no other owner of rights may subscribe them.
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Specification when and under what circumstances the public offering may be
cancelled or suspended and whether the cancellation may take place after the
commencement of the trade

The Company preserves its right, after consulting the authorized investment intermediaries, to
terminate or postpone the Offering, under the conditions specified herein below. The Board of
Directors shall adopt a resolution for termination or postponing of the offering and the issuer is bound
to notify thereof immediately, but not later than the business day following the adoption of the
resolution, by making also the respective publications. The Offering may be terminated or postponed
upon the occurrence of certain adverse conditions, including force-majeure ones, which are relevant to
the success of the offering (e.g. failure of the financial markets, terrorist attacks, natural disasters,
etc.).

The public offering may be cancelled or suspended, incl. after commencement of the trade, in the
following cases:

Where violations are identified of the Public Offering of Securities Act, of the acts implementing it, of
resolutions of the Financial Supervision Commission or of the deputy-chairperson, as well as when the
exercising of supervisory activity by the Financial Supervision Commission or by the deputy-
chairperson is obstructed, or the investors’ interest are endangered, the Financial Supervision
Commission, respectively the deputy-chairperson managing the Investment Activity Supervision
Division may suspend for up to 10 business days in a row the sale or the performance of transactions
with certain securities (Article 212, paragraph 1, subparagraph 4 of the Public Offering of Securities
Act);

In the period between the issue of the approval of the prospectus and the final date of the public
offering the issuer, the offeror or the person who requests admission of the securities to trade on a
regulated market shall be bound until the expiration of the next business day, at the latest, after the
occurrence, learning of the a material new circumstance, considerable error or inaccuracy, related to
the information contained in the prospectus, which may influence the evaluation of the offered
securities, to send a supplement to the prospectus and to submit it to the Financial Supervision
Commission. The Financial Supervision Commission shall rule on the supplement to the prospectus
within up to 7 business days from the receipt thereof, and when additional information and documents
have been requested — from the receipt thereof. The Financial Supervision Commission shall refuse
to approve the supplement to the prospectus, if the requirements of the Public Offering of Securities
Act and the acts implementing it are not complied with. In such case, the Financial Supervision
Commission may finally stop the public offering or the trade in the securities under the procedure of
Article 212 of the Public Offering of Securities Act (Article 85, paragraph 4 of the Public Offering of
Securities Act);

If violations are identified with respect to the Markets in Financial Instruments Act, acts implementing
it, the applicable acts of the European Union or other internal regulations of the trade venues
approved by the commission, resolutions of the Financial Supervision Commission or of the deputy-
chairperson, as well as when the exercising of supervisory activity by the Financial Supervision
Commission or by the deputy-chairperson is obstructed, or the investors’ interest are endangered, the
Financial Supervision Commission, respectively the deputy-chairperson managing the Investment
Activity Supervision Division may suspend the trade in certain financial instruments or disqualify from
trade on a regulated market or from another trading system financial instruments (Article 276,
paragraph 1, subparagraphs 4 and 9 of the Markets in Financial Instruments Act);

The market operator may suspend the trade in financial instruments or disqualify from trade financial
instruments that do not meet the requirements established in the rules of the regulated market, if this
will not materially prejudice the interests of the investors and the proper functioning of the market
(Article 181, paragraph 1 of the Markets in Financial Instruments Act);

In order to prevent and discontinue the administrative violations under the Act Implementing the
Measures against Market Abuses in Financial Instruments, of the applicable acts of the European
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Union, for prevention and remedial of their harmful consequences, as well as in case of obstructing the
exercising of supervisory activity by the Financial Supervision Commission or by the deputy-
chairperson, or when the investors’ interests are endangered, the deputy-chairperson may suspend
the trade in certain financial instruments (Article 20, paragraph 3, subparagraph 3 of the Act
Implementing the Measures against Market Abuses in Financial Instruments).

Shares distribution plan
Groups of potential investors to whom the shares are offered

All shares of the present increase of the Company’s capital are offered for subscription only on the
territory of the Republic of Bulgaria.

Eligible to participate in the increase of the capital shall be the persons who acquired shares not later
than 7 days after the date of announcement of the notice of the public offering under Article 92a,
paragraph 1 of the Public Offering of Securities Act. All investors may, under equal conditions,
participate in the increase of the Company’s capital through the purchase of rights and the acquisition
of shares against them within the determined time-limits. Each right shall entitle to subscribe for 1 new
share of the issuer at an issued value of BGN 1.90.

Notification of applicants for an amount awarded

Notifications regarding the validation of the securities accounts of the investors with the offered shares
will be submitted to the investors according to the rules of the respective investment broker which
manages its stock account. The Issuer will declare the issue of new shares of the trading company on
BSE-Sofia AD after the registration of the capital increase in the Commercial Register and after their
registration with the Central Depository AD as well as with the FSC.

Grounds for privileged offering of shares to a certain group of investors

There are no grounds for privileged offering of the shares to certain groups of investors (including
present shareholders, members of the Board of Directors of the issuer, present or former employees
of the issuer).

Indication whether the shareholders with considerable participation or the members of the
Board of Directors of the issuer intend to acquire any of the offered shares or whether a person
intends to acquire more than 5 per cent of the offered shares, as long as such information is
available to the issuer

The Issuer has information that the members of the Board of Directors Todor Breshkov and Chavdar
Donkov intend to acquire offered shares.

The Issuer has no information about intention of large shareholders to acquire offered shares or of a
person to acquire more than 5% of the offered shares.

The Issuer and the authorized investment intermediaries have not determined and do not intend to
determine in advance ratios, tranches and additional quantity of shares that will be distributed among
the individual investors.

Subscription of shares exceeding the amount of the pre-set parameters of the subscription is not
intended and there is no “green shoe” option for excess of the Subscription.

Organization of the initial public offering (placement) of the shares

Name, seat and registered address of all settlement or depository institutions that participated
in the offering

The bank, with which the special accumulation account, to which the issued value of the subscribed
shares will be paid, is opened, is DSK Bank AD, having its seat and registered address at: 19
Moskovska str., Sofia.
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The depository institution about the offered shares and the rights related to them is Central
Depository AD, having its seat and registered address at: 6 Tri Ushi str., Sofia.

Name, seat and registered address of the investment intermediaries that will service the
increase of the capital

“First Financial Brokerage House” EOOD, having its seat and registered address at: 2 Enos str., 4"
and 5™ floors, Triaditsa district, Sofia and Sofia International Securities AD, having its seat and
registered address at: 140 Georgi S. Rakovski str., 4™ floor, Sofia, are licensed investment
intermediaries compliant with the legal requirements, authorized by the Board of Directors of the
company to service the increase of the capital.

The authorized investment intermediaries are not subscribers of the issue of shares. Their obligations
are reduced to “putting their best efforts” to place the shares. Subscription or establishment of a
guarantee for the offered issue of shares is not envisaged.

Description of the distribution plan and the conditions of the contract with the investment
intermediary

The investment intermediaries will offer on behalf and account of the Company, to the investors to
subscribe the shares of the increase of the Company’s capital against payment of the issued value of
the shares being subscribed.

Pursuant to a concluded contract the Investment Intermediaries undertake to carry out the preparation
and servicing of the increase of the capital of the issuer, which includes, as follows:

preparation of a prospectus and servicing of the increase of the capital through the conduction of
the procedure for increase of the capital, upon observance of the provisions of the Public Offering of
Securities Act, the Rules of Bulgarian Stock Exchange — Sofia AD and the Rules of Central Depository
AD

providing consultation to the Issuer about the steps and the necessary actions that the Issuer must
carry out during the procedure.

Description of the significant peculiarities of the initial public offering together with the
guantity of shares, the placement of which is undertaken by the investment intermediaries by
virtue of a contract with the Company

Upon the subscription of the shares the Investment Intermediaries undertake to put their “best efforts”
for the subscription of the offered shares, without undertaking to acquire on their own account shares
or without undertaking to ensure the placement of a specific number of shares. The remuneration of
the investment intermediaries shall depend on the successful increase of the capital.

Price
Price, at which shares will be offered
The Shares are offered at an issue value, which is in the amount of BGN 1.90 per share.

The issue value of the shares of the capital increase of "Real Estate Fund Bulgaria" REIT was
determined by a decision of the Board of Directors dated April 20, 2018, subject to the requirements of
Art. 176 of the CA, taking into account the current market price of the shares, the current market
conditions in the country and the weighted average market price for the last 1 month before the
decision to increase the capital.

In determining the issue price, the Board of Directors was primarily guided by the market price of the
Company's shares and the interests of existing investors in the Company.

In determining the relevant market price, the Board of Directors took into account the requirements of
the International Valuation Standards, according to which "market value involves a price negotiated in
an open and competitive market where the participants' act in an informed, prudent and non-compliant
manner". By "informed, prudent and without compulsion”, participants are "reasonably well informed of
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the nature and characteristics of the asset, the actual and potential ways of using the asset, and the
market situation." In accordance with International Financial Reporting Standard 13 (IFRS 13), the fair
value is "Cost of an asset sale or transfer of a liability in the ordinary course of trade between market
participants at the measurement date".

As the shares of the company are traded on a regulated securities market for almost 13 years and the
Company is part of the main index of BSE-Sofia SOFIX, where the main criterion is the liquidity and
the share price, there is enough historical information. The basis for determining the issue price of the
new shares is the price realized on BSE-Sofia for the shares of the Company and listed in the table
below. The Board of directors accepts that the price formed by transactions on a regulated market
corresponds most accurately to the definition of the market value of the International Standards on
Valuation as well as to the fair value definition of IFRS 13. For this reason, the issue price for the new
shares is the value that is closest to the market price but is higher than the same.

In determining the issue value, the Company also took into account the carrying amount of a share
(see table on p.120) that exceeds the market price of the Company's shares. When comparing the
market segment in which the Company operates and current market conditions in the country, the
Board of Directors has determined that the carrying amount of a share is not an adequate measure of
the market value or the fair value of a share of the Company and the use and as a reference value
would not be in the best interest of existing investors. The Board of Directors considers that the
existing market environment in the country creates suitable opportunities for new investments in real
estate, because, due to the legal requirements for financing the investment activity of special purpose
vehicles, the funds for these new investments are best collected from the public offering of new shares
of the Company. Determining the issue value of these new shares, which significantly exceeds the last
market price of the Company's shares, would not be in the interest of the existing shareholders in the
Company as this would mean that the latter should pay a premium on the market value in order to
realize the right to subscribe a proportionate share of the newly issued shares. Such issuance value
would also jeopardize the successful completion of a public offering subject to this Prospectus and
hence the realization of the Company's investment plans.

Next, the Board of Directors took into account that, in the forthcoming public offering, each existing
shareholder will receive rights to subscribe to a portion of the newly issued shares proportional to its
participation in the Company's capital before the offering. In the event that an investor does not wish to
retain his percentage interest in the Company's capital, he/she will have the right to sell the acquired
rights at an open auction. In the event that the issue price per share is lower than its market price, the
investor will be entitled to receive the difference in the form of the price of the rights to be sold, thereby
guaranteeing its interest in the forthcoming offering.

Weighted Average

- Last Price
Price (20.03.2018-
19.04.2018) (19.04.2018)
Market price per share in BGN 1.87 1.89
Issuing value per share in BGN. 1.90 1.90

Source: BSE-Sofia; FFBH calculations
Costs assumed by the investor who subscribes for and pays shares

The investors shall take on their account the costs for fees and commissions of the investment
intermediaries, the settlement institutions, “Bulgarian Stock Exchange — Sofia” AD, Central Depository
AD, related to the purchase of the rights and the subscription of the company’s shares.

Criteria used in the determination of the price, at which the shares are offered

The Issued value of each new share of the company shall be BGN 1.90. The Issued value is
determined by the Board of Directors of the company, in accordance with Article 176 of the
Commercial Act, in an amount higher than the par value, in accordance with the market price of the
shares, the interests of the present shareholders and the achievement of maximal effect from the
increase for the issuer itself.
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Announcement of a price

The Issued value of a share is adopted by a resolution of the Board of Directors of the company, the
minutes from which are submitted to the Financial Supervision Commission. An official source for
announcing the price is the present document, and, besides, it will also be specified in the notice
referred to in Article 92a of the Public Offering of Securities Act, which will be announced in a
nationwide daily newspaper, as well as on the pages of the company and the investment
intermediaries.

Rights of present shareholders

The holders of the share capital who acquired shares not later than 7 days after the date of
announcement of the notice of the public offering under Article 92a, paragraph 1 of the Public Offering
of Securities Act, shall have rights before the other investors upon the subscription and purchasing of
the new shares of the present issue. The right of these shareholders to acquire shares that correspond
to their shareholding in the capital before the increase, may not pursuant to the requirement of
Article 112, paragraph 1 of the Public Offering of Securities Act be restricted (Article 194, paragraph 4
and Article 196, paragraph 3 of the Commercial Act do not apply).

As at the date of the present prospectus members of the Board of Directors Todor Breshkov and
Chavdar Donkov hold shares of the Company. Rights of the members of the management bodies
allowing them to acquire shares at a pre-set price are not provided for.

There is no significant discrepancy between the cost of the public offering and the effective cash costs
of the members of the management body or related parties for the securities acquired by them in
transactions over the past year or which they are entitled to acquire, the public participation in the
proposed public offering and the financial contributions of such persons.

Admission to trade on a regulated market

Indication of the regulated market, on which the issuer intends to file an application for
admission of the issue to trade

The Offered securities will be offered for admission to a regulated market only on the territory of the
Republic of Bulgaria after the approval of the present Prospectus by the Financial Supervision
Commission and the respective resolution of the management body of the Exchange.

As a part of the procedure for increasing the capital, the issue of 20 150 000 rights will be registered
for trade on a Market of rights of Bulgarian Stock Exchange — Sofia AD within the time-limits described
hereinabove in the prospectus.

Pursuant to the requirement of Article 110, paragraph 9 of the Public Offering of Securities Act, the
Issuer is bound to request within 7 days from the registration of the increase of the capital, as a result
from the issuance of the present issue of shares, in the Commercial Register, registration of the new
issue of shares in the Register referred to in Article 30, paragraph 1, subparagraph 3 of the Financial
Supervision Commission Act, and then to request the admission thereof to trade on a Regulated
market.

The trade in new shares is expected to start on or around 5 September 2018.

The transactions with shares issued by a public company registered in Bulgaria are regulated in detalil
in the Public Offering of Securities Act, the Markets in Financial Instruments Act and the ordinances
implementing them, in the Rules of the Bulgarian Stock Exchange and the Rules of the Central
Depository, as well as the applicable European legislation.

Regulated markets, on which securities of the same class are admitted

The regulated market, on which there is an admitted issue of shares of the same class, as the offered
shares of the increase of the Company’s capital, is Bulgarian Stock Exchange-Sofia AD, Special
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Purpose Vehicles Segment. Admitted to trade on this market are 20 150 000 shares of the same
class, representing the Issuers capital registered in the Commercial Register.

Information for another public or private subscription for securities of the same or of another
class, which is organized simultaneously with the issue of the shares, for which admission to a
regulated market will be requested

There is no other public or private subscription for securities of the same or another class that is
organized simultaneously with the issue of the shares being offered by the present prospectus and for
which admission to “Bulgarian Stock Exchange—Sofia” AD will be requested.

Investment intermediaries assuming obligations to ensure liquidity through “bid” and “ask”
guotations

The Company has not engaged investment intermediaries who undertake to ensure liquidity of the
issue through “bid” and “ask” quotations.

Stabilization

The Issuer has not given an option for exceeding the amount of the present public offering and actions
for price stabilization by the present public offering are not intended.

Holders of securities — sellers in the public offering

The issue subject of the present initial public offering is aimed at an increase of the capital of the
Issuer and hence there are no holders of securities who are sellers in the public offering.

As at the date of the present prospectus the company does not have information whether present
shareholders will offer securities (rights) in the time-limit intended for trade in rights.

As at the date of the present prospectus, the company does not have information about the presence
of a “lock-up period” or agreements for freezing of the capital.

Costs under the public offering

Information for the commissions agreed with the investment intermediary that will offer the
issue of shares

For the preparation and servicing of the increase of the Issuer’s capital, including, but not limited to, all
activities related to the preparation of a prospectus, the Managers will receive a fixed remuneration
from “Bulgarian Real Estate Fund” REIT in the amount of BGN 40 000.

In case that the Offering is successful, the Managers will also receive a success fee, as follows:

a) 0% over the sum from the increase of the capital to the amount subscribed by the persons explicitly
mentioned in an appendix to the Contract for servicing of the increase of the capital;

b) 0.6% over the accumulated funds over and above the amount subscribed by the persons referred to
in letter a) up to 50 % of the amount of the increase, from which SIS AD will receive the first 40 000
BGN and the remaining amount will be divided equally between FFBH EOOD and SIS AD;

c) 1.7% over the accumulated funds over and above 50% of the amount of the increase.
Costs under the public offering

The next table specifies the main costs that are directly related to the public offering of securities, as
their amount is variable and depends on the amount of the success fee of the Managers of the
offering.

All the costs specified below shall be on account of the Company. The costs expected to arise in
relation to the increase of the capital are specified.
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in BGN
Approval of a prospectus under Article 82a of the Public Offering of Securities Act by the Financial

Supervision Commission 5000
Fee for registration of the issue of rights in Central Depository AD 1928
Fee for the assignment of an ISIN code to issue of rights 72
Fee for registration of the issue of shares in Central Depository AD 1928
Publication of a notice of public offering (forecast value) 400
Remuneration of the investment intermediary* 474 278
Registration of the increase of the capital in the Commercial Register 15
Registration of new articles of association in the Commercial Register 20
Admission to trade of the Bulgarian Stock Exchange-Sofia 600
Total costs 484 241

* In case maximum amount of subscription of the New Shares is achieved.

The expected net receipts from the offering, provided that the entire amount of the offered issue of
shares is subscribed, shall after deducting the costs for the performance thereof be in the amount of
BGN 37 800 760, and provided that the minimum number of shares is subscribed — 10 075 000, the
amount of the net receipts shall be BGN 18 983 682.

Dilution
The amount and percentages of immediate dilution resulting from the offering.

The immediate dilution is a decrease of the book value of a share as a result from the offering. The
dilution is calculated as the difference between the issued price and the pro-forma book value of a
share immediately after the offering.

“Book value of a share” pursuant to §1, subparagraph 20 of the Additional Provisions of the Public
Offering of Securities Act is determined on the basis of the balance sheet of the Issuer as equity of the
Issuer divided by the number of issued shares. As at 31 March 2018 the value of the equity under the
Issuer’s balance sheet is BGN 75 579 thousand. Hence, the book value of a share is BGN 3.75.

The Issued value of the shares of the increase of the capital of “Bulgarian Real Estate Fund” REIT is
determined by a resolution of the Board of Directors of 20 April 2018, whereby an issued value in the
amount of 1.90 BGN (one lev and ninety stotinki) per share is determined.

Dilution of the capital (of the value of a share) as a result from the offering

31 March 2018 Minimum subscription stljvll)asxcl:?;trgn
Total assets (BGN ‘000) 87 686 106 670 125 487
Total liabilities (BGN ‘000) 12 107 12 107 12 107
Equity (BGN ‘000) 75579 94 563 113 380
Number of outstanding shares 20 150 000 30 225 000 40 300 000
Book value of 1 share in BGN 3.75 3.13 2.81
Issued value of 1 share in BGN 1.90 1.90
Dilution in % -16.59% -24.99%

Source: Unaudited financial statement as at 31 March 2018; Calculations of FFBH

The percentage of dilution of the capital for the shareholders (having this capacity as at the date of
registration of this increase of the capital in the Commercial Register), if they do not participate in the
increase, is calculated to be in the range of 16.59% to 24.99%, in case of minimum and maximum
amount of the increase, respectively. The issue of traded rights and the possibility for their subsequent
sale considerably limit the negative effect from the dilution. Pursuant to Art. 112, para 2 of the Public
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Offering of Securities Act, an increase in the capital of a public company through the issuance of new
shares shall be subject to the granting of one right against each existing share. If the shareholder
decides not to participate in the capital increase, his unencumbered rights will be offered at an open
auction, with the proceeds of the rights sold compensating the current shareholder for not participating
in the increase. The amount of such compensation should reflect the difference between the issue
value and the market value / fair value per share. If investors believe that the book value of the share
is the correct measure of the share value, it can reasonably be expected that the value of the rights in
the sale at an open auction will cover the difference between the specified issue value and the
carrying amount of a share after the increase.

Furthermore, the dilution of the book value does not prejudice the interests of the present
shareholders because the issued value is higher than the average weighted market price for the last 1
month before the adoption of a resolution for an increase of the capital.

A calculation has been made for the dilution of the capital for non-participating shareholders in relation
to the weighted average market price for the last month before the capital increase decision and the
last price for the day preceding the decision date. As can be seen from these calculations, the issue
value is higher than the market quoted above, which ensures that the interests of non-participating
shareholders are sufficiently protected.

Weighted Average

. L Pri
e GOSN Gaoszoy
Market price per share in BGN 1.87 1.89
Issuing value per share in BGN. 1.90 1.90
Dilution in% 1.42% 0.53%

Source: BSE-Sofia; FFBH calculations

The Board of Directors has adopted such a resolution considering the present market conditions, as it
decided that the issuance of new shares at prices exceeding the market prices will endanger to high
extent the success of the present increase of the capital.

The amount and the percentages of the immediate dilution, if existing holders of share capital
do not participate in the subscription for the new offering

An increase of the total number of shares, in which the capital of a company is divided, causes
proportional decrease of the percentage voting right of each single share in the general meeting of the
company, the quota upon distribution of dividends and the liquidation quotas, and some of the
additional rights of the shareholders may also be prejudiced. This effect is also referred to as “dilution”.

Since the issue is implemented through the issuance of rights, the present owners of shares in
“Bulgarian Real Estate Fund” REIT can preserve their present shares in the Company. In case that the
shareholders who have received rights for subscription of new shares subsequently waive participation
in the subscription (i.e. do not exercise their rights to subscription of new shares), their percentage
shareholdings in the capital of the company may be decreased.

Immediate dilution of the percentage participation in the capital of “Bulgarian Real Estate
Fund” REIT of the shareholders, if they do not participated in the subscription for the new
offering

Minimum Maximum
SL el 200 subscription subscription
Number of outstanding shares 20 150 000 30 225 000 40 300 000
Portion of share capital per 1 share 0.00000496% 0.00000331% 0.00000248%

Immediate dilution of the percentage

shareholding in % -33.33% -50.00%

Source: Calculations of FFBH
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In case that they fail to exercise the rights due to them, the present shareholders will dilute their
percentage shareholder by between 33.33% and 50.00% in case of a minimum and maximum
increase of the capital, respectively. The mechanism that the equal treatment of the shareholders
provides for making up for this dilution is contained again in the possibility for the shareholders who do
not participate to sell the non-exercised rights and to obtain receipts from their sale.

The investors should bear in mind that pursuant to the Company’ Articles of Association there are no
restrictions of the maximum amount of future issues of shares. For this reason, the amount of the
participation of the shareholders (having this capacity as at the date of registration of this increase of
the capital in the Commercial Register) may be decreased as a result from a future increase of the
capital on the condition that they do not subscribe for the shares due to them. In case that as a
consequence from a future increase of the capital, the number of the issued shares of the Company
increases faster than the amount of the net assets of the Company, it is possible that decrease of the
value of the net assets per share of the Company may occur. Except for the present procedure for
increase of the capital, at the time of preparation of the present document “Bulgarian Real Estate
Fund” REIT does not intend:

= issue of bonds convertible into shares;
= issue of preferred shares convertible into ordinary shares;

» issue of options.
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16. TAXATION
General information

Pursuant to Article 175 of Corporate Income Tax Act special purpose vehicles under the Special
Purpose Vehicles Act are not subject to corporate tax.

The summarized information set out in this part about certain taxes, which are due in the Republic of
Bulgaria, is applicable with respect to the holders of shares, including local and foreign persons.

Local natural persons are natural persons who have their permanent address in Bulgaria or reside on
the territory of Bulgaria more than 183 days in each 12-month period, or are sent abroad by the
Bulgarian state, by its authorities and/or organizations, by Bulgarian enterprises, and the members of
their family, or whose centre of life interests is in Bulgaria.

Local legal entities are legal entities established in accordance with the Bulgarian legislation; the
companies established in accordance with Council Regulation (EC) N0.2157/2001 and cooperatives
established in accordance with Council Regulation (EC) No0.1435/2003, when their seat is in the
country or are registered in a Bulgarian register.

Foreign persons are persons who do not fall within the above definitions.

The present statement is only intended to serve as general guidelines and should not be considered a
legal or tax advice to any holder of shares. Potential investors are recommended to consult tax and
legal consultants about the general tax consequences, including about the taxation in Bulgaria of
incomes related to the shares and the tax regime of the acquisition, ownership and disposal of shares.

The information indicated below is compliant with the effective legal framework as at the date of issue
of this document for the offered securities and the Company does not bear liability for subsequent
amendments to the legislation and the legal framework of the taxation of the incomes from shares.

Dividends

Final tax is imposed on taxable incomes from:

1. dividends for the benefit of a sole proprietor;

2. dividends and liquidation quotas for the benefit of:

a) a local or foreign natural person from a source in Bulgaria;
b) a local natural person from a source abroad,;

c) foreign legal entities, except for the cases when the dividends are gained by a foreign legal entity
through a permanent establishment in the country;

d) local legal entities, which are not traders, including on municipalities.

Exceptions from the taxation rule only exist when the dividends and the liquidation quotas are
distributed for the benefit of:

1. a local legal entity that participates in the capital of a company as a representative of the state;
2. a contractual fund;

3. a foreign legal entity that is a tax resident of a European Union member state, or of another state —
party to the Agreement on the European Economic Area, except for the cases of hidden distribution of
profit.

The incomes from dividends distributed by the company are subject to withholding tax in the amount of
five per cent (5%) on the gross amount of the dividends (Article 38, paragraph 1 in conjunction with
Article 46, paragraph 3 of the Personal Income Tax Act and Article 194, paragraph 1 in conjunction
with Article 200, paragraph 1 of the Corporate Income Tax Act).
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Incomes are not recognized for tax purposes when such incomes result from distribution of dividends
from local legal entities and from foreign entities, which are tax residents of a European Union member
state, or of another state — party to the Agreement on the European Economic Area. The tax treatment
of dividends paid by the company for the benefit of foreign legal entities, which are tax residents of a
European Union member state, or of another state — party to the Agreement on the European
Economic Area, should be regulated in the legislation of the respective European Union member state
or party to the Agreement on the European Economic Area. The Company assumes liability for
deducting withholding taxes in the cases when there is a legal requirement to do so in the applicable
tax laws.

Capital profits

Pursuant to the provisions of the Personal Income Tax Act, tax is not imposed on incomes received by
Bulgarian natural persons or by foreign natural persons who are tax residents in a European Union
member state or in another state belonging to the European Economic Area from transactions with
shares and stocks of collective investment schemes and of national investment funds, shares, rights
and state securities, carried out on regulated markets within the meaning of Article 152, paragraphs 1
and 2 of the Markets in Financial Instruments Act (i.e. a multilateral system organized and/or managed
by a market operator, which meets or assists the meeting of the interests for the purchase and sale of
financial instruments of many third parties through the system and in accordance with its non-
discretionary rules so that the result from these is the entry into of a contract in relation to the financial
instruments admitted to trade pursuant to its rules and/or systems, licensed and functioning regularly
in compliance with the requirements of the Markets in Financial Instruments Act and acts on its
implementation. And every multilateral system that is licensed and functions in accordance with the
requirements of Directive 2014/65/EU), rights are the securities entitling to subscription for a certain
number of shares in relation to an adopted resolution for an increase of the capital; incomes from
transactions entered into under the procedure of redemption by collective investment schemes and
national investment funds, admitted to public offering in the state or in another European Union
member state, or in a state — party to the Agreement on the European Economic Area, as well as
incomes from transactions entered into under the conditions and procedure of tender offering within
the meaning of the Public Offering of Securities Act, or transactions of an analogical type in another
European Union member state, or in a state — party to the Agreement on the European Economic
Area (“Disposal of financial instruments”) (Article 13, paragraph 1, subparagraph 3 in conjunction with
§1, subparagraph 11 of the Additional Provisions and Article 37, paragraph 7 of the Personal Income
Tax Act).

Withholding tax is not imposed on the capital profit from disposal of financial instruments made under
the conditions of in conjunction with §1, subparagraph 21 of the Additional Provisions of the Corporate
Income Tax Act ( 196 of the Corporate Income Tax Act).

Incomes from transactions with shares of the company (capital profit made), as well as in general with
financial assets received by foreign natural persons from third countries, other than the
abovementioned ones, are subject to final tax in the amount of ten per cent (10%) on the taxable
income (Article 37, paragraph 1, subparagraph 12 and Article 46, paragraph 1 of the Personal Income
Tax Act).

The capital profit made from the disposal of financial instruments is deducted from the accounting
financial result (Article 44, paragraph 1 in conjunction with §1, subparagraph 21 of the Additional
Provisions of the Corporate Income Tax Act). However, it should be borne in mind that the loss from
disposal of financial instruments is not recognized as an expense for taxation purposes and the
financial result is increased by it (Article 44, paragraph 2 of the Corporate Income Tax Act).

The tax reliefs with respect to the profit from transactions with shares do not apply with respect to
transactions that are not a disposal of financial instruments (e.g. purchase-and-sale shares concluded
outside a regulated market, other than in the case of tender offering). The capital profits in such
transactions gained in Bulgaria by foreign holders of the shares are governed by the Bulgarian
taxation rules. Unless a double taxation convention applies, these incomes are subject to withholding
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tax in the amount of ten percent (10%) on the positive difference between the sale price and their
documentarily proven acquisition price. The capital profit in such transactions gained by Bulgarian
holders of shares is subject to taxation in compliance with the general rules of the Corporate Income
Tax Act and the Personal Income Tax Act.

Transfer taxes
The transfer of shares is not subject to state fees

The procedure for the application of the tax reliefs for foreign persons, which are provided for in legally
effective double taxation convention, is provided for in chapter sixteen, section Il of the Tax and Social
Security Procedure Code (DOPK). When the total amount of the incomes made exceeds BGN 500
000, the foreign person is supposed to certify before the Bulgarian revenue authorities the presence of
grounds for application of a double taxation convention. The foreign holder of shares has the right to
use the respective tax relief, and for this purpose the said foreign holder must file a request form,
accompanied by evidence certifying that: a) he/shelit is a local person for the country, with which
Bulgaria has entered the respective double taxation convention (by filing a certificate issued by the tax
authorities of the respective country, or otherwise in compliance with the usual practice of the foreign
tax administration); b) he/she/it is the owner of the dividend from the Shares (by submitting a
declaration); c) he/she/it does not have a permanent establishment or fixed establishment on the
territory of the Republic of Bulgaria, to which the dividend incomes are actually related (by submitting a
declaration); and d) all applicable requirements of respective double taxation convention are met (by
presenting an official document or other written evidence). Furthermore, the Bulgarian revenue
authorities must be supplied with additional documentation, certifying the type, the amount and the
grounds for receipt of the dividends, such as the resolution of the General Meeting of the shareholders
of the Company for the distribution of dividends and a document certifying the number of shares held
(e.g. a depository receipt). The request for the application of a double taxation convention,
accompanied by the necessary documents, must be submitted to the Bulgarian revenue authorities for
each and every non-Bulgarian holder immediately after the adoption of the resolution by the General
Meeting of the shareholders of the company, which approves the distribution of dividends. If the
Bulgarian revenue authorities refuse tax exemption, the company is bound to deduct the full amount of
5% of the tax due for the dividends paid. A shareholder whose request for tax exemption has been
rejected may appeal against the decision. In case that the total amount of the dividends, or any other
incomes, paid by the issuer, does not exceed BGN 500 000 per year, the foreign holder is not bound
to file a request for application of a double taxation convention to the Bulgarian revenue authorities.
However, the foreign holder must certify before the company the presence of the above circumstances
and present the above documents certifying the grounds for application of double taxation convention
on the part of the company.
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17. ADDITIONAL INFORMATION

This Prospectus is drawn up in relation to the Offering only for the purpose of allowing a potential
investor to make a decision whether or not to invest in the Offered Shares. The information contained
in the Prospectus is submitted by the Company and the other sources named in the Prospectus.

Documents accessible for review

The present prospectus will be made available for the period of validity of the Prospectus on the
webpage of “Bulgarian Real Estate Fund” REIT (http://brefbg.com/) and on the webpage of the
investment intermediary (www.ffbh.bg). The articles of association of the Company and its Financial
Statements are published on the page of the Financial Supervision Commission (www.fsc.bg); the
reports are also published on webpage of the Company (http://brefbg.com). Its financial statements
and the information subject to disclosure by virtue of the law are also accessible in the X3News
information system (the media, through which the Company reveals information to the public).

Independent registered auditors

The annual financial statements of the Company for 2015 and 2016 are audited by Ernst and Young
Audit OOD.

The Company’s annual financial statement for 2017 is audited by AFA OOD.

Ernst and Young Audit OOD is a registered specialized audit firm under the Bulgarian Independent
Financial Audit Act, having its seat and registered address at: Poligraphia Office Centre 47A
Tsarigradsko Shose blvd., 4" floor, Sofia.

AFA OOD is a registered specialized audit firm under the Bulgarian Independent Financial Audit Act,
having its seat and registered address at: 38 Oborishte str., Sofia.

After the performed audit of the Company’s Annual Financial Statements for 2015, 2016 and 2017 the
firms have expressed an unqualified audit opinion on them.

Ernst and Young Audit OOD is a member of the Institute of Certified Public Accountants in Bulgaria
(registration No.108) with manager Milka Nacheva — lvanova — registered auditor, who is also a
member of the Institute of Certified Public Accountants in Bulgaria. The person in charge of the audit
of the Annual Financial Statement of the Company for 2015 on behalf of Ernst and Young Audit OOD
is the manager Milka Nacheva lvanova, and the person in charge of the audit of the Annual Financial
Statement of the Company for 2016 on behalf of Ernst and Young Audit OOD is the registered auditor
Daniela Petkova, member of the Institute of Certified Public Accountants in Bulgaria.

AFA OOD is a member of the Institute of Certified Public Accountants in Bulgaria (registration No.015)
with manager Reni Georgieva Yordanova — registered auditor, who is also a member of the Institute of
Certified Public Accountants in Bulgaria. The person in charge of the audit of the Annual Financial
Statement of the Company for 2017 on behalf of AFA OOD is the registered auditor Valya Yordanova
Yordanova, member of the Institute of Certified Public Accountants in Bulgaria.

The auditors declare that to the best of their knowledge the historical financial information, contained
in the prospectus for public offering of shares of the company, which is derived from the financial
statements of the company for 2015, 2016 and 2017 audited by them, is true and complies in all
material aspects with the one contained in the audited financial statements of the company for 2015,
2016 and 2017.

The investors should bear in mind that the Company publishes interim financial statements. Any
financial information related to financial results of the Company for interim periods has not been
checked by the independent registered auditor of the Company and a report has not been issued
about such a check.
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Preparation of the Financial Statements

The person in charge of the preparation of the Financial Statements for 2015, 2016, 2017 is the author
thereof Aleksandar Georgiev.

Persons participating in the Offering
The following persons participate in the Offering:
Investment intermediaries

Investment intermediaries of the offering are “First Financial Brokerage House” EOOD, having its seat
and registered address at 2 Enos str., Sofia and Sofia International Securities AD, having its seat and
registered address at: 140 Georgi S. Rakovski str., 4™ floor, Sofia. The relations between the
investment intermediaries and the Issuer, regulated by a contract for servicing and preparation of an
increase of the capital, depend on the receipts from the sale of the Offered Shares. See “Conditions of
the Offering — Costs under the public offering”.

There are no interests (including a conflict of interests) of organizations or natural persons, which are
of considerable importance for the Offering.

Information from experts and third parties
The Prospectus does not use information ensuing from expert opinions or reports.
The Prospectus includes information from the following sources (third parties):
= The public company issuer of the offered shares — “Bulgarian Real Estate Fund” REIT

= the Bulgarian National Bank — statistics from the site of the Bulgarian National Bank

(www.bnb.bq);

= the National Statistical Institute — statistics from the site of the National Statistical Institute
(www.nsi.bg);
= the Ministry of Finance — statistics from the site of the Ministry of Finance (www.minfin.bg);

= the Financial Supervision Commission — information and legal instruments from the site of the
Financial Supervision Commission (www.fsc.bqg);

= the Bulgarian Stock Exchange — information from the site of the Bulgarian Stock Exchange
(www.bse-sofia.bq);

= Information from the sites of Moody’s (www.moodys.com), Standard & Poor's
(www.standardandpoors.com) and Fitch (www.fitchratings.com)

= |nformation from the  sites of  Forton (http://cwforton.com/) and Colliers
(http://www.colliers.com/bg-bg/bulgaria/about)

The information presented in the Prospectus from these sources is accurately reproduced and to the
extent to which the persons in charge are informed and able to check the information published by
these third parties; facts that would made the reproduced information inaccurate or misleading have
not been omitted.
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18. ABBREVIATIONS AND DEFINITIONS

The definitions below are used throughout this Prospectus, unless the context requires otherwise.

BGN Bulgarian lev — the lawful currency in Bulgaria

AD Abbreviation for a joint-stock company, established in accordance with the
laws of Bulgaria

GDP Gross domestic product

BNB Bulgarian National Bank

BSE, the Bulgarian
Stock Exchange,

“Bulgarian Stock Exchange — Sofia” AD

Annual Financial
Statements

Audited Financial Statements of the Company for the years ending on 31
December 2015, 2016 and 2017, included in the Prospectus

Dividend Date

This is the date, on which the shareholders of the Company — who hold or

have acquired shares on the date that is the 14™ day after the adoption of

the resolution of the General Meeting of the shareholders for distribution of
dividend — have the right to receive dividend.

VAT

Value Added Tax

Directives MIFID

DIRECTIVE 2014/65/EU OF THE EUROPEAN PARLIAMENT AND OF
THE COUNCIL of 15 May 2014 on markets in financial instruments and
amending Directive 2002/92/EC and Directive 2011/61/EU

Directive 2004/39/EC of the European Parliament and of the Council of 21
April 2004 on markets in financial instruments amending Council Directives

85/611/EEC and 93/6/EEC and Directive 2000/12/EC of the European
Parliament and of the Council and repealing Council Directive 93/22/EEC

Regulation and
Directive on
Prospectuses

COMMISSION REGULATION (EC) No 809/2004 of 29 April 2004
implementing Directive 2003/71/EC of the European Parliament and of the
Council as regards information contained in prospectuses as well as the
format, incorporation by reference and publication of such prospectuses
and dissemination of advertisements

FTA

Fixed tangible assets

the Company

“Bulgarian Real Estate Fund” REIT

Member State

Member state of the European Economic Area

EAD Single-member joint-stock company established in accordance with the
laws of the Republic of Bulgaria

Euro, EUR The lawful currency in the Eurozone

EU European Union

EOOD An abbreviation for a single-member limited liability company established in
accordance with the laws of Bulgaria

the Issuer “Bulgarian Real Estate Fund” REIT

Markets in Financial

Instruments Act, ZPFI

The Bulgarian Markets in Financial Instruments Act
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Public Offering of
Securities Act,
ZPPTsK

The Bulgarian Public Offering of Securities Act (State Gazette, No 114 of
30 December 1999, as amended)

Bulgarian Stock
Exchange Code

The National Code for Corporate Governance of 2007, adopted by the
Bulgarian Stock Exchange

FSC, Financial
Supervision
Commission

The Financial Supervision Commission, which is a specialized state
authority in the Republic of Bulgaria for regulation and supervision of the
non-banking financial sector (capital market, insurance, pension
insurance).

IAS International Accounting Standards, adopted by the European Union

IFRS International Financial Reporting Standards, adopted by the European
Union

NSI National Statistical Institute

General meeting

General meeting of the shareholders of the Company

OOoD

A limited liability company established in accordance with the laws of the
Republic of Bulgaria

the Rules of the
Central Depository

Detailed rules on the functioning of the Central Depository

Prospectus

The present Prospectus drawn up in Bulgarian for the purposes of the
proceedings before the Financial Supervision Commission and approved
by the Financial Supervision Commission .

the Offered Shares

20 150 000 new ordinary shares having a par value of BGN 1 and issued
value of BGN 1.90 each, offered by “Bulgarian Real Estate Fund” REIT

the Offering

Public offering of 20 150 000 ordinary registered shares having a par value
of BGN 1 and issued value of BGN 1.90 per share, subject of the present
prospectus.

Public notice

A public notification made in relation to the Offering and Listing on the
Bulgarian Stock Exchange

FFBH

SIS

“First Financial Brokerage House” EOOD, having its seat and registered
address at 2 Enos str., 4" and 5" floor, (investment intermediary).

Sofia International Securities AD, having its seat and registered address at
140 Georgi S. Rakovski str., 4" floor, Sofia (investment intermediary).

Regulation 809/2004

Regulation (EC) N0.809/2004 of the Financial Supervision Commission of
29 April 2004 on the application of Directive 2003/71/EC of the European
Parliament and of the Council as regards information contained in
prospectuses as well as the format, incorporation by reference and
publication of such prospectuses and dissemination of advertisements

Board of Directors, BD

The Board of Directors of the Company

Commercial Act, CA

The Bulgarian Commercial Act (State Gazette, No 48 of 18 June 1991, as
amended)

Articles of Association

The Company’s Articles of Association

Financial statement for

2015

Audited financial statement of the Company as at and for the year ended
on 31 December 2015
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Financial statement for Audited financial statement of the Company as at and for the year ended
2016 on 31 December 2016

Financial statement for Audited financial statement of the Company as at and for the year ended
2017 on 31 December 2017

the Fund “Bulgarian Real Estate Fund” REIT

CD, Central Depository “Central Depository” AD, Bulgaria

the Central Bank Bulgarian National Bank
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LIABILITY STATEMENT

The undersigned, in his capacity of a representative of “Bulgarian Real Estate Fund” REIT, in its
capacity of an issuer of the securities, does hereby with his signature declare the circumstances set
out hereinabove in the “Liability for the Prospectus” section.

Todor Lyudmilov Breshkov

Chairperson of the Board of Directors

The undersigned, in her capacity of a representative of First Financial Brokerage House EOOD, in its
capacity of a manager and investment intermediary of the offering, does hereby with her signature
declare the circumstances set out hereinabove in the “Liability for the Prospectus” section.

Nadezhda Mihaylova Dafinkicheva

Manager

The undersigned persons, in their capacity of representatives of Sofia International Securities AD, in
its capacity of a manager and investment intermediary of the offering, do hereby with their signature
declare the circumstances set out hereinabove in the “Liability for the Prospectus” section.

Ivaylo Netsov Tomov

Atanas Kirilov Traychev
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THE COMPANY
Bulgarian Real Estate Fund REIT
Todor Lyudmilov Breshkov — Chairperson of the Board of Directors
Nikolay Hristov Skarlatov — Member of the Board of Directors; Executive director

Chavdar Ivanov Donkov— Member of the Board of Directors

Address: 3A Nikolay Haytov str., 1° floor, Sofia

INVESTMENT INTERMEDIARIES
First Financial Brokerage House EOOD
Nadezhda Mihaylova Dafinkicheva — Manager

Address: 2 Enos str., Sofia

Sofia International Securities AD,
Ivaylo Netsov Tomov

Atanas Kirilov Traychev

Address: 140 Georgi S. Rakovski str., Sofia

REGISTERED AUDITORS
Ernst and Young Audit OOD
Milka Nacheva-lvanova — Manager
Address: Poligraphia Office Centre,
47A Tsarigradsko Shose blvd., Sofia
AFA OOD
Reni Yordanova - Manager

Address: 38 Oborishte str., Sofia

PERSON IN CHARGE OF THE PREPARATION OF THE FINANCIAL STATEMENTS
Aleksandar Georgiev
Bulgarian Real Estate Fund REIT
Address: 3A Nikolay Haytov str., 1* floor, Sofia

126



