- ELaNa AgroCredit

INTERIM ACTIVITY REPORT
EILANA AGROCREDIT AD

01.07.2014 - 30.09.2014

I. Summarized information about the Company

“Llana Agrocredit™ AD (the Company) was established by Decision Ne 1/07.06.2007 of the Sofia
City Court. The Company was recorded 1n the register of companies under Ne 120278, Volume
1654, p. 131, Company case 879072007 with subject of activity: cconomic analysis and
forecasting, consulting, evaluation, acquisition, management and sale of shares in other
companies, as well as performing other commercial transactions and any other acovire not
prohibited by law,

The headquarters and registered office address of the Company are Sofia, PO Box 1000, Ned
“Kuzman Shapkarev™ str. The address for correspondence 15 Sofia, PO Box 1756, Ned "I
stanchev” sir, "Sopharma Business Towers", Tower B, f1.12,

Initally, the Company name was ilana Private Lquity AL, but at the Shareholders' meeting of
19.10.2012 the name was changed to [lana Agrocredit AD.

At the same meeting the subject of acnvity of the ¢ .ompany was also decided to be changed,
namely: "Provision of credit funds which are not raised through public deposits or other
repavable funds and ar vour own risk, financial leasmg, and any other similar activity not
prohibited by law."

I1. Important corporate events for the current interim period and cumulatively for the
current financial year up to 30.09.2014.

1. Company management

1.1, General mectings of shareholders

During the reporting period, there were no Meetings of Sharcholders held.
Annual General Meeting of Sharcholders was held in the previous reporting period (on 30™ of
June) and the following resolutions were adopted:

1. The GMS adopts the Annual Activity Report of the Board of Directors for 2013,

2. The GMS adopts the Annual Activity Report of the Investor Relation Director for 2013.

3. The GMS adopts the Audit Report prepared by the independent auditor for the audit check
of the Annual Financial Repore 2013,

4. The GMS approves the Annual Financial Report of the Company for 2013.



| AgroCredit

T}

The GMS does not accept the Board of Directors” proposal for the allocation of the hnancial

result for 2013 and the non-allocated profit for 2011 and 2012

6. The GAS adopts a resolution tor appointment of registered auditor m relation to the audit

and certification of the annual financial report of the Company for 2014 - the registered audir

firm Grant Thomton ].ed.

The GMS releases the members of the Compant’s Board of Directors trom responsibility for

thetr activity in 2013,

8. The GMS adopts Remuneration Policy developed by the Board of Directors.

Y. The GMS determines a monthhy remuneration ot the members of the Board of Duectors in
amount of three minimum wages for the period 201472015, untl the date of the Annual
GALS for 2014,

1h The GMS determines a management warranty of the members of the Board of Directors in
amount of three gross monthly remunerations.

11, The GMS authorizes the Chairman of the Board Viadislavy Rusev 1o conclude for the
Company a Management Agreement with the Lixecutive Director Gergana Kostadinovag the
GMS authorizes the Lxecutive Director Gergana Kostadinova to conclude for the Company
Management Agreements with the rest members of the Board.

12, The GMS adopes a resolution to amend the Company’s Statutes, as follows:

e Are. 35 to be amended by adding a new paragraph - to read as follows:

(7) “Notwithstanding the rules of art.5 and art.6 the debt financing must not at any tme
exceed mwice the amount of the Company’s capital registered in the Commercial
Regisery.”

¢ 2 of the Final Provisions to be amended as follows:

“I'hese Sratutes are adopted by a resolution of the GMS held on 19" of October 2012 in
Sofia and is amended by a resolution of the GMS held on 12" of February 2013, a
resolution of the GMS held on 22™ of March 2013, a resolution of the GMS held on
30™ of April 2013, and a resolution of the GMS held on 30" of June 20147

1.2, Meetings of the Board of Directors

As of the end of the reporung period the Company has a one-tier management system. ‘The
Board of Directors (the Board) 1s composed as follows:

e Viadislay Rusev Rusev — Chairman;

e Detar Stovanov Bozhkov — Depuny Chairman:

e Gergana Venchova Kostadinova — bxecutive Director and a member of the Board:

On 2(.06.2014 the Board adopted a resolution to increase the Company capital under the
conditions of art.196, par.1 and are. 194, par.1 of Commercial Law, art. 112 and the next of Public
Offering of Securities Law and pursuant to the authorizing under art.35, par.5 of the Statutes -
the Company’s capital to be increased from 5 115 435 BGN up to 20 461 740 BGN by 1ssuing of
up to 15 346 305 new ordinary dematerialized shares with a nominal value of 1 BGN each and an
issue price equal to 1.05 BGN. The capital increase will be made under the conditions of public
offering after the publication of a prospectus  confirmed by the Financial Supenvision

Commission. The company’s capital will be increased only in case not less than 5 000 000 shares
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with a nominal value of 1 BGN each and an issue price equal to 1.05 BGN cach are ssued and

paid. In rhis case the capital will be mereased only with the amount of the issued shares.

On 25.06.2014 the Board of Dircctors adopted a Prospectus for public offering of shares
from the capital inerease of Flana Agrocredic AD in relation o resolution adopted on
20.06.2014.

During the reporting period were held two mectings of the Board of “Elana Agrocredic” AD (on
06.05.2014 and 03.09.2014). Both of the meetings were related with letters of Financial
Supervision Commission for corrections of the Prospectus which had been submitted for
approval by the Commission.

The Prospectus was approved by Resolution 797-1 of the Iinancial Supervision Commission
from 18.09.2014,

2, Capital
At the beginning of Company’s activity the Capital was equal to 250 000 BGN.

of the Company was increased from 250 000 BGN o 700 000 BGN by issuing new 4500 000
shares with a nominal value of 1 BGN each.

At the annual General Meeting of Shareholders held on 22.03.2013, the capital was decided to be
increased from 700 000 BGN up to 15700 000 BGN through the issuance and initial public
offering (subscription) of up to 15 million new shares under the terms and conditions of the
Public Offering of Securities Law as follows:

. Type of shares - ordinary, dematerialized, freely rransferable, with one vore each and
eniitled to dividends and liquidation quota in proportion to the nominal value;

. Number of shares: 15 000 006

. Nominal value of shares: 1 BGN;

. Total nominal value: 15 000 000 BGN:

. Issue price per share: 1 BGN;

. In case that the shares subscribed are less than the shares offered, but the shares

subseribed and paid in full are at least 2 million shares, pursuant to Art.192a, para2 of the
Commercial Law the capital will be increased by the amount of the subscribed and paid shares.
The prospectus, which is submitted for consideration and approval in the Financial Supervision
Commission was confirmed with decision Ne 506-13 of 47.04.2013.

On 11.09.2013 was launched the initial public offering of shares of “Llana Agrocredie™ AD. Ir
was successfully completed on 1HL11.2013) as of 16.11.2013 were recorded and paid 4 415 435
shares as a result of which the capiral was increased to 5 115 435 BGN. ‘The change was entered
in the Commercial Register on 24.10.2013.

As of 30L9.2014 the capital is equal to BGN 5 115 435, On 20.06.2014 the Board adopted a
resolution to mcrease it up to BGN 20461 740 by issuing of up to 15 346 305 new ordmnary
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dematerialized shares with a nominal value of 1 BGN cach and an issue price equal to 105 BON.
(p.-1.2)

The Financial Supervision Commussion appros ed the Prospectus for public oftering ot shares on
18.09.2014. The management of the Company 1s planning to start the capital merease on the base

of the approved Prospectus i the beginning of 2015,

3. Shares

The shares of “Llana Agrocredit™ AD have been traded on a regulated market since 22.11.2013
and they become one of the most activelv traded shares on the Bulgarian Stock xchange, sector-
“Financial and Securiey Activities™, subsector - “Financial services activities, except insurance and
pension funding.”

[‘or the period the number of shares traded is 12 030 which are 0.24 "o of the capital.
I I

6CC0C00.00
5000000.00

4000000.60

Total number of shares

3000000.00
“ Traded shares {11Q

1000000.00

, o 4901l _l]

Total number of shares  Traded shares iliQ

oy
0,450

The number of shares traded since 1st of January 2014 1s 1 079 369, presenting 21.10 "o from the

Company capital.

4. Investment activity

Until the end of the reporung period the Company has invested BGN 8 034 994.31 for the
purchase of agricultural land m execution of lease agreements preliminary concluded with
farmers.

Only in the third quarter of 2014 the Company has invested 2 214 820 BGN under 97 deals for
the purchase of 455 agricultural land plots with total area of 3 191,445 dka, in execution of
lease agreements preliminary concluded.

The table below presents the results from the investment activity of Elana Agrocredit ALY since

the start during May 2013,
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The Company finances mainly estates with permanent use "field” or "cultivated area” which are
the most liquid on the market, bur also plans to finance individual agricultural projects as well,
such as vinevards and other perennial crops. The table below is presenting the € -ompany’s

properties which have been purchased until 30.09.2014 based on two main parameters for quality

of land - permanent usage and category.

Farm Fileds

Muy LU0 0.00%
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97.36% 2.64% 557
\TTIah 223% 3.14
. Seprember 93.17% 6.33% 405
| Getober 9912 (.88 409
Novembes 95255 1.71% 145
Becembyer R 7.60%% 4405
Januuey | KRLERIL (.06 1462
Felyruney LSS R 2.69% 4.29
Musch 96.92% 3.08% 416
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Most agreements are for 10 vears at fixed interest rate {(10%) and repavment through annuty,
After discussions with farmers from across the Country and analvsis of the optimal time for
contributions pavment has been decided, regardless of the date of conclusion of the contract, the
repayments under it to he made on 15" of September in the same vear. Only the repayments
under the contracts concluded after 1" of September must be made on 15" of September in the
next business vear.

All the contributions pavable on 15.09.2013 in amount of BGN 26 144.85 have been entrely paid
within the terms required.

Until the end of the reporting period (30.09.2014) BGN 837 309.27 have been paid of the lease
contributions due on 15.09.2014 in total amount of BGN 908 798.87 Le. the delay of pavinents
under lease agreements is 7.87 o as of the end of the quarter. The delay is in the range of 1 to 15
days.

As of the date of submission of the present report the execution rate is 9547 "o and BGN
867 649.05 were paid.

5. Relations with government bodies and institutions

On 03122002 Llana Agrocredit A s registered as a financial institution in the Financial

Institutions Registry in Bulgarian Narional Bank,

On 26.06.2013 Bulgarian National Bank involved the Company in the Central Credir Regastry.
The Company s registered in the Public Companies Registry by Resolution 829-PI) of Financial
Supervision Commission dated 07.11.2013.

6. Relations with other interested entities

Elana Agrocredit ADD eatries out its activity in cooperation with the following main partners:

6.1, Management company

According to a decision taken at the General Meeting ot Sharcholders of Elana Agrocredit AD
the entire business management of the company 1s entrusted to Agromanagement OO

(management company). IFor this purpose an agreement dated 22 March 2013 was signed
between Illana Agrocredic A and  Agromanagement OOD. The management Company
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provides a wide range of management and administrative services in the ordinary course of
business, namely:

*  Bulding a structure ot regional representatives in relation to implementation of the
vestment activities of the Company:
*  Orgamzation of the activiry of conclusion of contracts for financial leasing of agriculrural
land on behalf of and on account of Tlana Agrocredie AL
»  Nale of the assets of lana Agrocredit, in case of defaule by the lessee:
* Assistunce i keeping the accounting and other reporting and correspondence:
e Consultanion and preparation of documents related to the financing activities of 1:lana
Agrocredit AL
¢ Performance of other activities necessary for the normal operation of Llana Agrocredit
AD as a part of its investment activities,
The remuneration of Agromanagement OO has been based on the amount of me mey mvested
until 31.12.2013. Under money invested is meant the total amount of receivables of the principals
under contracts with customers of Flana Agrocredic AL at the date of caleulation of the fee.

Ar the extraordinary General Meeting of Shareholders dated 14012014 it was decided to
empowet the Board of Directors to sign an annex to the agreement with Agromanagement Lid.,
which in turn 1s a transaction within the meaning of art. 1 14 of Public Offering of Securities Law.

The abovementioned agreement affected the remuneration of Agromanagement Led. on the
contract, as it began to be formed in addition to the solid component (amount of money
mvested) and the outcome (profitability) on implementing the activite of the company. In order
not to change the total amount of remuncration (the change is neutral to the parties), initially
fised remunerarion is reduced to half, as the decrease was offset by the introduced variable
compronent.

Detailed description of the remuneration model:

I. Quarterly fee based on the actual funds invested (regardless of their origin - equity loan, capital,

ete.) as follows:

e when the funds invested are up to BGN 10 mullion - 0.25% of the investments;

o when the funds invested are between BGN 10 and BOGN 20 million — BGN 25 000 + (11875
“o af the excess of the investments over BGN 10 million;

o when the funds invested are over BGN 20 million - BGN 43 750 + 0.125" 4 of the excess of
the investments over BGN 20 million.

The quarterly fee 1s pavable in 4 (four) instalments after the end of the first, second, third and

tourth quarter of the vear,

The base amount of money invested by the last day of each guarter serves as a ground for

calculation.

The term “Investments” comprises the sum total of:
o the principal claims of leasing contracts;

e the principal claims of working credits provided:
£

The owed remuneration does not include VAT,
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2. Annual fee, depending on the annual profitability achieved (success fee).
It 1s owed onl when the profit realized by “Flana Agrocredie™ AL during the relevant fimancial

“"w

vear before tases s over 5 %o m relation to the base capital of the company.

In this case, the amount of Agromuanagement’s remuneration s cqual to 20 " of the part of
profit over the atoremennioned 5 "o tor the relevant vear.

The remuneration 1s not owed i the amount of the realized profit betore taxes is less than 5“4
tor the relevanmt Leur.

6.2, External auditors

Grant Thornton Ttd was appointed as an external auditor of Dlana Agrocredit and
Agromanagement Ltd tor the reporting 2013, Tt s a specialized audit company according to the
Law for Independent Financial Audir and 1s registered under number 032 1 the register of audi

companites administered by the Bulgarian Institute of Certified Public Accountants.

6.3. European Bank for Reconstruction and Development

In execution of the preliminary announced mvestment plans of Elana Agrocredit AL, on
17.04.2014 the negotations for debr financing of the Company™ activities were concluded
successfullv. v Loan  Agreement between  Blana Agrocredit and  Furopean  Bank  for

Reconstruction and Development (EBRIY) was concluded under the following conditions:

Amount of the loan | Up to 5 000 000 EUR

Term 8 vears

Interest fee Three-month EURIBOR plus 5 "o on the effective date of the
repavment; EBRD is authonzed to bx the interest per cent if the three-
month LURIBOR exceeds 0,75 %

Repayment 30 installments with due dates: 15" of January, 15" of April, 15" of
July 11 15" of October until total; the principal repayments are as
Follerns:

= (1501, 1504, and 15.07 =1 *u;

- On 1510, -9.8"

Guarantees Recetvables Pledpe Agreement dated 17.04.2014
1L Influence of the important corporate events to the results of the financial report at
30.09.2014.

The influence of the important corporate events for the reporting period to the company activity

results shall be regarded as positive.

¢ During the teporting period the Company has been invested the capital and
continues its activity by partly acquiring of the first tranche under the Loan
Agreement with EBRD. It creates good conditions for realizing a high profitability by the
Company sharcholders.

¢ During the reporting period the Company has enlarged the range of its activity and
has financed the purchase of agricultural land in new regions and municipalities.
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The territory range of the Company investments 1s shown in the map helow:
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IV.  Description of the main risks which the Company faces
¢ General risks

General risks are those associated with general economic situation and the political situation In
the Country. These rsks are bevond the direct influence of the Company, but could materially
affect the results of its operations.

o Political risk

The Political risk 15 associated with adverse change in the current legislation, changing the
political course of the Country, in which the ( company performs its economic activity, and more,
Bulgaria 15 2 member of NATO from 1 April 2004 and the EU from | JTanuary 2007, which
guarantees the stability: of the country's foreign policy. The legslative paolicy is aimed 1o
harmonize Bulgarian legislation with the Furopean Union. The ( .ompany believes that any future
change in the political governance of the country will nor lead o significant changes in its activity
and the membership in the 15U is an additonal factor that favors the successtul implementation
of the Investment strategy.

e Currency risk

Currency risk is the possibility of adverse changes in the ratio between the Bulgarian Lev (BGN)
to the foreign exchange and the impact of this change in terms of return on investment. [n 1997
in Bulgaria was introduced the currency board in which the BGN was pegged to the German
mark, respectively to the euro. The currency board system contributes to stabilization of the
Bulgarian cconomy, reduction of inflation, sustainable growth, reducing the large budget deficit
and a positive assessment by international rating agencies. Fixed exchange rate system transports
of EURO/U.S. dollar movement of the USIY/BGN. In this sense, foreign currency tisk of a
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country 1s close to curreney nsk on the price movement ot the LUR/USD, on the other hand, s
equivalent to the pohtical risk of the Counrry.

s Credit risk

Lhe eredit risk of the country is the risk of mabilin or unwillingness to meet upcoming debt
pavments. In this regard Bulgaria s constantly mproving its position m the mternational debt
markets, which facilitates the aceess of the Country and economic entities to hnance from
external sources, Sustained increase in credit risk assessment of the Country s the result of the
achieved results in the stabilization of the macrocconomic environment, achieving sustainable
erowth and well capitalized currency board. The maost important effect of improving the credir
rating is lower risk premiums on borrowing, leading to more favorable interest rates (under equal
conditions). I'or this reason a potential increase in credit rating would have a favorable impact on
the Company and in partcular on its funding. On the other hand, lowering the credit rating of
Bulgaria would have a negative impact an the cost of financing the Company, unless its loan
agreements are not with fixed mterest rates.

¢ Adverse changes in tax and other laws

Taxes paid by Bulgarian companies include withholding taxes, local taxes, corporate profit tax,
value added tax, excise duties, import and export duties and property raxes. The taxaton system
in Bulgaria is still developing as a result of which may oceur in inconsistent enforcement at bhoth
the state and local level.

Investors should also take into account that the value of investments in equity securities may be
adverselv affected by changes in the tax laws, including in its interpretation and application. In
addition, the tax legislation is not the only thing that may be altered by this change that can
adversely affect the Company. Though the majority of Bulgarian law has been harmonized with
the EU legislation, law enforcement has been criticized by the Luropean partners of Bulgarna.
Judicial and administrative practice remain problemaric: Bulgarian courts are unable to cffectively
resolve disputes concerning property rights, breaches of statutory and contracrual obligations and
other, resulting in a svstematic regulatory risk that is relatively high.

Regardiess of the problems in the Bulgarian legal system Bulgarian trade legislation 1s part of the
1L and as such is relatively modern. Introduction of new legislation m arcas such as corporate
and securities, as well as harmonization with the laws and regulatons of the 11U is expected to
rise in the near Future to reduce the regulatory risk.

o Other general risks
Orther risks that are bevond the ability of impact o the management of the Company are natural
disasters, major technological disasters, political instability and war in the region. |, Foree
majeure, which could have a negative impact on business in general.

e Specific risks
Specific risks are those related to the main activity of the Company and which can, in some cases,
be controlled by the lead marker policy.

‘The Compam's investments in real estate are subject to various risks typical for real estate
imvestments and risks specific to the Company's credit activities.
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Revenue, profit and value of property owned by the Company, respectively the qualite of the
loan porttolio may be adversely affected by many factors. Particular risks specific to the
Company are as tollows:

* Adverse changes in market prices

Reduction of prices of agricultural land would adversely affect the value of the Company's assets
that serve as collateral for pavments under finance leases. Symificant fall in prices could
discourage lessees whether to contnue paving the lease installments. As far as the company
financed the purchase of land at market rates at 20° o deducnble by the lessees and taking into
account the expectations of steady growth in the price of agricultural land, the management of
the Company believes that the impact of this risk s negligible

o Illiquidity of investments

Real estate mvestments are relatively illiquid. This means that the land owned by the Company
would not be able to sell quickly at Jow cost and at a fair price. It is possible, if the Company is
forced to sell quickly owned land due to default of the lessee, at price lower than the market or
fair value, which would reduce the planned return of the Company. The agricultural land market
1s evolving and becoming more liquid, as in the past few vears s dominated by buyers. Therefore,
the Board of Directors of the Company believes that the impact of this risk will be low and, if
necessary, 1t will be able to get a fair price for the land offered for sale as a result of non-pavment
of lease pavments from the lessee.

* Company dependence by the farmers and the successful development of their
business

Revenue of the Company largely depend on the successful business of farmers and their abiline to
perform tmely its obligations under finance lease. If the lessees become insolvent or unable to
meet its obligations, the return on investment of the Company will decrease, which will reflect
negatively on the income of the sharcholders. The Company has reduced this risk to a minimum,
being owner of the property/s throughout the duration of the lease and will be through the
implementation of the asset able to get back the nvested funds, and all or most of the planned

vield.

e Delay during the investment of the capital
The share capital will bring grearer profitability as sooner invested, and the pavment under
fimance leases such as principals, interests, as well as a management fees were made., For this

purpose, the management of the Company will seek to optimize cash flow over the vears, In
order to optimuze the ratio berween the receipt of the funds and their investment.

¢ Key employees leave

The Compam's operations could be threatened if key emplovees with specific qualification leave,
and 1t 1s difficult or impossible o find or replace him/her within reasonable time and on
reasonable financial terms.

¢ Unethical and illegal behavior
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The Company mayv suffer damage due to unethical behavior of persons with whom it is 1
contractual relations, including members of the governing bodies. This would have a negative
impact on the normal actvite of the Company and its carnings.

e Risk when the deal for purchase of property is financed by the Company

The Company financed the purchase of properties in nearly 2/3 of the arcas in the Country.
Under the Bulgaran law transactions are carried out at the locaton of the propertes. Through a
flexible organization of highly  qualified regional representatives i the Country, precisely
regulated and comply with the procedures for purchases of agricultural land and conclusion of
leasing contracts, the Company has minimized the potential adverse etfects of malicious actions
by property sellers or their agents at the conclusion of transactions,

V. Application and enforcement of the Program of good corporate management

On 18.12.2013 the Board of Directors of the Company approved a program of good corporate
management, in which “Llana Agrocredit™ A has adopted the princeiples of good corporate
management as set out in the Natonal Corporare Governance Code adopted by BSE and the
neernationally recognized principles and standards.

During the reporting period the activity of Company management was in accordance with the
adopted Program.

The Company fulfilled all its obligations to disclose internal informartion required and other
significant information necessary for the sharcholders and other interested entities.

During  the reporting  period  the Company  has permanently  updated  its web page:
agrocreditelananet. The Company has presented Corporate calendar for the future corporate

events which is updated in case of any changes and Investor Bulletin with monthly informartion
about company activiry,

VI. Internal documents

Until the end of the reporting period the following internal documents have been adopred
(related to the acuvity of Llana Agrocredit AL and Agromanagement OOD.

1. Remuneration Policy of “Flana \gre yeredit” AL

[

“Rules for Control and Cancelling of Monev Laundering and Financing of Terrorism in
Flana Agrocredit A1)

“Rules of the Board of Directors in llana Agrocredit AL”

“Internal Rules of Elana Aprocredit A1) for the Central Credit Registry.”

AN

Financtal Lease Contract and Annex A (repavment schedule)
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6. “Internal Rules for the Activine of the Regional Agents i Agromanagement (O™ and
Attachments to them for the rghes and obligations of the agents of Flana Agrocredit AD.
Ageney contracts™;

8. “Rules for the Neuvine of Agromanagement OO i Relaton to the Management Contract

E3T)

with Flana Agrocredic \D
9. “Rules tor Risk Assessment and Risk Management i Agromanagement GO dn relation o
the Management Contract with Ilana Agrocredic AID™;

10, =Oxrdinance tor the Activiny of Agromanagement OOD in relanon with the T ransmission of
Documents and the Management of the General Arehinve nl‘%kﬁﬁ Adrocredir AT

20.10.2014

Sofln

13






