JUSTIFICATION REPORT
on behalf of the Board of Directors of Sofia
Hotel Balkan JSC

on the basis of Art. 114a, para 1
of the Public Offering of Securities Act

MOTHUBUPAH JOKJIAJ
0T UMETO Ha

CbBeTa Ha IMPEKTOPHTE HA
“CO®Us XOTEJ BAJIKAH” AQl

BB3 OCHOBA Ha wiI. 114a, ain. 1 or
3akoHa 3a MyO0JIMYHOTO Mpeaiarane Ha eHHH
KHUZKA

Ladies and Gentlemen,

As a public company, Sofia Hotel Balkan JSC
(“Company™) is subject to the regulations of the
Public Offering of Securities Act (“POSA”). This
law imposes on the Board of Directors the
obligation to present a report on the justification
and conditions of certain types of transactions,
prior to their execution, to the General Meeting of
the Shareholders. The following transactions
planned by the Company meet the criteria for
invoking the presentation of current report in
compliance with the above legal requirements:

VYBaxkaeMu 1aMH U TOCIIOJIA,

Kato mybmumuno npyxkectBo, “CODUA XOTEJI
BAJIKAH” AJl (“dpyxecTBOTO”) € MOMYMHEHO Ha
pasmopenoute Ha 3akoHa 3a  MMYOJUYHOTO
mpezsarafHe To3n 3akoH
3agprkaBa CbBeTa Ha JUPEKTOPUTE Ja MPENCTaBU
Ha OOmI0TO cHOpaHNe Ha aKIMOHEPUTE MOTHBUPAH
JIOKJIa]] OTHOCHO IIEeChOOPa3HOCTTa M YCIIOBHATA
Ha OIpeJeicHa KaTeropus IMOJUIeKalld Ha
CKJIOYBaHE CJIENKH, MEXAYy KOHWTO TomamaTr |
CJICZIHUTE IUIAHUPAHU OT [IpyKEeCTBOTO CHENKHU:

Ha ITICHHM KHHXKA.

1) Execution of an agreement for pledge of the
shares owned by the Company in the capital of
Metropol Palace d.o.o., Belgrade, Serbia, a limited
liability company fully owned by the Company,
registered under uniform identification number
20166495, with tax identification number (I11b)
104439205, (“Share Pledge”) as collateral to Loan
Agreement for up to EUR 2,000,000 (two million
euro) intended for the reconstruction and
renovation of Hotel Metropol, Belgrade, at an
interest rate equal to the three-month EURIBOR
plus a stable part of 3.25% (three point twenty five
percent), for a loan term latest till 31.12.2012
between Metropol Palace d.o.0. as Borrower and
EFG Cyprus Ltd., Cyprus as Lender, and
establishment of the Share Pledge, and

1) CximouBaHe Ha JIOTOBOp 3a
JPYKECTBEHHS JSUT, COOCTBEHOCT Ha J[py»KEeCTBOTO
B Kkamurtana Ha ,Metponon Ilamac” J.0.0.,
benrpan, CwpOus, npyxecTBo ¢ oOrpaHudeHa
OTTOBOPHOCT, Ha KOETO J[py>KeCTBOTO € eqHONHICH
COOCTBEHHK Ha KamnuTajga, PETUCTPUPAHO TIOX
eIWHEH WACHTU(QHUKAIMOHeH HoMep 20166495,
nanpueH waeHTudukammonen Homep (IIUB)
104439205 (,,3anorpT Ha JPYXKECTBEH Is1’), B
obesneuenne Ha JloroBop 3a 3aeM B pasmep 10
EUR 2000000 (mBa M™MmimoHa €BpO), 3a
PEKOHCTPYKLMA M peHoBanus Ha Xoren Merpomno,
benrpan, mnpm mxBa paBHsABAIIa ce  Ha
tpumeceunnss EURIBOR mmroc mob6aska ot 3,25
(Tpu 1UTO W IBajeceT W MEeT CTOTHH) MPOICHTA, U
CpOK Ha 3aema Hal-kbCcHO 110 31.12.2012 1., Mexnay
,Metpormon ITanac” JI.O.O. kato 3aeMonoiaydaren
u M1 Ed Jxu Cabinpbc JItn.”, Kunbp kaTo
3aeMonareN, H y4dpelsBaHe Ha
JPY>KECTBEH ST, U

3ajJior Ha

Bamora Ha




2) Execution of an agreement for shareholder loan
with Metropol Palace d.o.0., under which the
Company shall extend to Metropol Palace d.o.0. a
loan in the form of additional cash contribution at
the amount of up to EUR 5,000,000 (five million
euro), at an interest rate equal to the three-month
EURIBOR plus a stable part of 3.25% (three point
twenty five percent), for a term of repayment 7
(seven) years (“Shareholder Loan Agreement”)

2) CxirouBaHe Ha JIOTOBOP 3a 3aeM  MEXAY
cpApyxkHuId ¢ ,,Metponon Ilamac” J1.0.0., mo
cuiiata Ha Kouto JlpyXecTBOTO 1€ MPEJOCTaBU Ha
,Metpormon [Tamac” JI.0.0. 3aem nojn ¢opmara Ha
JIOI'BJTHUTENHA MapuiHa BHOCKa B pazmep Ao EUR
5000000 (mer MwuIMOHA €BpO), MpPH JIKXBa
paBHsaBama ce Ha TpuMmeceunuss EURIBOR tutroc
nobaBka or 3,25 (Tpu IO W IBajeceT W TET
CTOTHH) TIPOIIEHTa, M CPOK Ha 3aeMa 7 (cemeMm)

romuau (., JloroBoppT 32 3aeM = MeXAOy
CHAPYKHHIIN ).
Reasoning MotuBu
In 2006 the Company acquired the Metropol Hotel | I[Ipe3 2006 . JlpyxxectBoTo  TpuI0OH
in Belgrade, Serbia. For the purposes of gaining | cobcTBeHOCTTa BBpPXy xoTed ‘“‘Metpornon” B

maximum profit from the operation of the newly
acquired hotel, a renovation is needed for
Metropol to become a modern five-star hotel.
Given the increase of the foreign investments in
Serbia, many foreign guests are expected and
therefore the renovation of the hotel has to be
completed as soon as possible with the expected
profits after taxation estimated around 2,5-3
million euro. This expected economical benefit
justifies the conclusion of the above said
Shareholder Loan Agreement the establishment of
the Share Pledge as collateral to the obligations of
Metropol Palace d.o.o. stemming from the Loan
Agreement with lender: EFG Cyprus Ltd., Cyprus.

benrpan. C ornen wu3BmMYaHe Ha MAaKCHUMAaJIHH
nevyayion oT JeHHOCTTa Ha HOBONIPHUIOOUTHS XOTE,
ce Hajara Jja cé M3BBPIIM PCHOBAIMA, 33 A MOXKE
Mertpomon 1a ce mpeBbpHE B MOJEPEH MET3BE3ACH
[Mpensun HapacTBaHETO Ha
qyKIecTpanHute uwHBecTHnMU B CwpOus ce
O0YaKBaT MHOTO YYXKIECTpAaHHH TOCTH M 3aTOBa
PEKOHCTPYKLHUSTA M PEHOBAIMATa Ha XOTela
TpsOBA J1a ce U3BBPIIAT Bb3MOXKHO HA-0bP30, KATO
OYaKBaHMATA cCa CIle peHoBauusATa OpyTHarTa
omepaTuBHa medanaba Ha [pykecTBOTO Ja € OT
nopsiibka Ha 2,5-3 MuiInMoHa eBpo. MIMEHHO Tasm
OYaKBaHa U3roja  OINpaBAaBa
CKITIOYBAHETO Ha TroperocoueHus JJoroBop 3a 3aeMm
MEXIy CBAPYKHHUIIM W ydpelnsBaHe Ha 3ajiora Ha
JIPY’KECTBEH IIsUT B 00e3NeUcHIE Ha 3abJDKCHUATA
Ha ,,Metpomnoi [Tanac JI.0.0. o JloroBopa 3a 3aem
cee 3aemomaren: W Ed Jxu Caiinpbe JlTa.”,
Kumsp.

XOTCII.

HKOHOMHUYCCKa

The transactions shall be in favor of interested
persons within the meaning of Art.114, para.5,
item 3 of the POSA insofar as Messrs. Dimitrios
Konstantopoulos and loannis Daskalantonakis are
members of both the Company and Managing
Directors of Metropol Palace d.o.o.

Crenkure I ca B I10J13a Ha 3aHHTEPECYBAHHM JIMIIA
mo cmuchia Ha will4, an.5, 1.3 or 3IIILK,
nokoikoro Jlmmutpu KoHcTaHTOmMymoc u Noannc
JackamanToHakuc ca wieHoBe Ha CbBera Ha
JTUpEKTOpUTe Ha [Ipy’KECTBOTO W YIpPaBUTEIA Ha
,Metpomon IManac /1.0.0.”

The transactions shall be performed in favor of the
lenders “EFG Cyprus Ltd”, Cyprus and Metropol

Caenxure 1me ObIaT W3BBPIICHH B 1on3a Ha ,, Ed
Joxu Caitnpbe JIta.”, Kunsp u ,,Merponon Ilamac




Palace d.o.o.

1.0.0.”

The aggregate value of the transaction is up to
EUR 7,000,000 (seven million euro) plus loan
interest and expenses.

O6mara croiinoct Ha cueikure € mo 7 000 000
(cememM MITHOHA) €BPO TUTIOC JIMXBU U PA3HOCKH IO
3aeMHuTe.

Having regard to the above, and in view of the
Board policy towards developing the Company’s
activities within the region, the Company has good
reasons to enter into the above said transactions.

[IpenBun ropHoto u monuTHKata Ha ChBeTa Ha
OUPEKTOpUTe KBM  pa3BUTHE JEHHOCTTa Ha
JpyxecTBOTO ce oOocHOBaBa W
HyX7aara JIpyKeCTBOTO Jla CKIIOYH TOpPEeyKa3aHUTE
CHIEJIKH.

B PErUOHAa,

Proposal for Resolution of the General Meeting

IIpennoxeHue 3a pemeHue Ha O61I0TO
cbOpaHune

In view of the above, we invite all the shareholders
to exercise their vote for the adoption of this report
and for the authorization of the Executive
Directors of the Company Ioannis
Daskalantonakis and Dimitris Konstantopoulos,
acting jointly or separately:

C orjica Ha IIOKaHBaM€  BCHYKH
AKIMUOHECPH [a YHIPAXKHAT IMMPABOTO CU HA I'JIaC U Oa

TOPHOTO,

rj1aCyBaT 3a NPUEMAHCTO HA HACTOSAIIWA OOKJIAd, U
3a OBJacTsABaHE Ha VI3MBIHUTEIHUTE JUPEKTOPH Ha

HpyxectBoro  Woanuc  JlackalmaHTOHakuc U
Humutpuc  KoHcTaHTOmynoc,  3aeAHO WU
MOOTAEIHO:

(i) To negotiate and sign on the Company’s
behalf an agreement for pledge of the shares
owned by the Company in the capital of
Metropol Palace d.o.o., Belgrade, Serbia, a
limited liability company fully owned by the
Company, registered under  uniform
identification number 20166495, with tax
identification number (ITNUB) 104439205, as
collateral to Loan Agreement for up to EUR
2,000,000 (two million euro) intended for the
reconstruction and renovation of Hotel
Metropol, Belgrade, at an interest rate equal
to the three-month EURIBOR plus a stable
part of 3.25% (three point twenty five
percent), for a loan term latest till 31.12.2012
between Metropol Palace d.o.o. as Borrower
and EFG Cyprus Ltd., Cyprus as Lender, and
to undertake any and all actions as may be
required for the valid establishment of the
Share Pledge, and

(1) /Jla mpoBenaT MpPEeroBOpH U CKIFOYAT OT UMETO
Ha JlpykecTBOTO IOrOBOp 3a 3aJor Ha
IPY)KSCTBEHHST  JsUI, COOCTBEHOCT  Ha
JpyxkecTBOTO B Kamuraia Ha ,,MeTpomoin
[Tanac” 1.0.0., benrpan, CepOusi, 1pyXecTBO
C OrpaHdYeHa OTTOBOPHOCT, Ha
JApyKecTBOTO € eTHOJIHYEH COOCTBEHHK Ha

PETUCTPUPAHO  TOJ  CIUHCH

UICHTU(UKATTMIOHEH HOMED 20166495,

nanpueH wuiaeHTuukanmnoneH Homep (ITHB)

104439205, B obGe3neuenne Ha JloroBop 3a

3aeM B pasmep no EUR 2000000 (nBa

MWJIHOHA €BpO), 3a PEKOHCTPYKIHS U

penoBarusi Ha Xoten Merponon, benrpan,

IpU JIMXBa paBHsBAllla C€ HA TPUMECEUHUS

EURIBOR mroc no6aBka ot 3,25 (Tpu Lo u

JIBAJIECET W TIET CTOTHHU) MPOICHTa, M CPOK Ha

3aemMa Hai-kbcHO 10 31.12.2012 r., Mexay

,Merpormon  Ilamac”  J[.0.O.

3aemononydaten u W E¢ JDxm Caitnpse

JItn.”, Kumbp kaTo 3aeMoparesn, KakTo M Ja

MpeanpreMaT BCHIKH U3UCKBAIIH Ce JCHCTBUS

KOE€TO

Kamnurania,

KaTto




3a BANUIHOTO YYpeAsBaHe Ha 3ajora Ha
JIpYKECTBEH I, U

(i) To negotiate and sign on the Company’s

behalf an agreement for shareholder loan with
Metropol Palace d.o.0., under which the
Company shall extend to Metropol Palace
d.o.0. a loan in the form of additional cash
contribution at the amount of up to EUR
5,000,000 (five million euro), at an interest
rate equal to the three-month EURIBOR plus
a stable part of 3.25% (three point twenty five
percent), for a term of repayment 7 (seven)
years.

(i)

Jla mpoBeaar mperoBopu U CKIIIOYAT OT UMETO
Ha [Ipy)XecTBOTO HOroBOp 3a 3aeM MEXAY
CHApYXHUIU ¢ ,,MeTponon ITamac” 11.0.0., mo
cunata  Ha HpyxkecTBOTO  IIE
npeaoctaBu Ha ,Metponon Ilamac” [1.0.0.
3aeM o1 (hopMaTa Ha JOIBIHUTEITHA TTApHUIHA
BHOcka B pasmep a0 EUR 5000 000 (mer
MIJIMOHA €BpO), IIPU JUXBa paBHIBAILA CE Ha
tpumeceynnsi EURIBOR mmoc no6aBka oT
3,25 (Tpu U0 W JBajieceT M MEeT CTOTHH)
MPOILICHTA, U CPOK Ha 3aeMa 7 (cemeM) TOANHH.

KOUTO




