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This Annual Financial Report is drafted pursuant to Article 5 of Law 3559/2007 and the decision issued
thereto by the Board of Directors of the Capital Market Committee with number 7/448/11.10.2007 and

includes:

(A) the declaration of the BoD members,

(B) the audit report of the Chartered Accountant Auditors,

(C) the annual report of the Board of Directors,

(D) the annual financial statements for fiscal year 2015 (1 January — 31 December 2015),

(E) explanations on the financial statements for fiscal year 2015 (1 January — 31 December 2015),

(F) data and information for the period starting from 1 January and ending on 31 December 2015.

It is certified that the attached Annual Financial Statements are those approved by the Board of
Directors of KARATZIS S.A. on the 30" of March 2016 and have been posted on the internet at

www.karatzis.com as well as on the site of the Athens Exchange, where they will remain at the

disposal of the investors for a time period of at least five (5) years from the date these statements
were drafted and published.

Note that the summarised financial statements and information arising from the annual financial
statements aim at providing the reader with a general update on the company's financial situation
and results, but they do not provide a complete overview of the financial position, financial
performance and cash flows of the Company and the Group, pursuant to the International

Financial Reporting Standards.

The Chairman of the Board and CEO

Antonios Karatzis
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A. Statements of the Representatives of the Board o f Directors
(pursuant to Article 5, paragraph 2 of Law 3556/2007)

The members of the Board of Directors of KARATZIS S.A. are:

1. Antonios Karatzis, son of Miltiadis, Chairman of the Board of Directors and CEO,
2. Maria Karatzi, daughter of Miltiadis, CEO

3. Konstantinos Archodakis, son of Leonidas, Member of the BoD,

under our above-mentioned capacity, and as appointed by the BoD of the company trading under the
name 'KARATZIS Industrial & Hotel Enterprises S.A."' (hereafter "the Company "), we hereby declare

and certify that to the best of our knowledge;

(a) the annual financial statements of the Company and the Group for the fiscal year 2015 (1 January -
31 December 2015), which have been drafted according to the applicable accounting standards,
provide a true overview of the Company's assets and liabilities, equity and results, as well as of the

companies included in the consolidation taken as a whole,

(b) the annual report of the Company's Board of Directors provides a true overview of the Company’s
progress, performance and position, as well as the enterprises included in the consolidation as a whole,
including a description of the major risks and uncertainties they face.

Heraklion, 30 March 2016

The Signatories
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. Independent Auditors’ Report

To the Shareholders of “KARATZIS INDUSTRIAL & HOTEL ENTEPRISES S.A”

Report on the Company Separate and Consolidated Fin  ancial Statements

We have audited the accompanying separate financial statements of “KARATZIS Industrial & Hotel
Enterprises S.A” (the ‘Company’) and the consolidated financial statements of the Company and its
subsidiaries, which comprise the separate and consolidated statement of financial position as at
December 31st, 2015, the separate and consolidated income statements of comprehensive income,
changes in equity and cash flows for the year then ended, as well as a summary of significant

accounting principles and policies and other explanatory information.

Management’s Responsibility for the Company Separat e and Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these company and
consolidated financial statements in accordance with International Financial Reporting Standards as
these have been adopted by the European Union, and for such internal control that management
determines is necessary to enable the preparation of separate and consolidated financial statements

that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these separate and consolidated financial statements
based on our audit. We conducted our audit in accordance with the International Standards on
Auditing. These standards require that we comply with ethical requirements and plan and carry out the
audit to obtain reasonable assurance whether the company and consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the separate and consolidated financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the separate and
consolidated financial statements, whether due to fraud or error. In making these risk assessments, the
auditor considers internal control relevant to the company’s preparation and fair presentation of the
company and consolidated financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting principles
and policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the separate and consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion.

Opinion
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In our opinion, the accompanying company and consolidated financial statements present fairly, in all
material respects, the financial position of the Company and the Group as of December 31st, 2015,
their financial performance and their cash flows for the year then ended, in accordance with

International Financial Reporting Standards as these have been adopted by the European Union.

Report on Other Legal and Regulatory Requirements

(a) The Directors’ Report includes a Corporate Governance Statement which provides the information
required according to the provisions of paragraph 3d of Article 43a of Codified Law 2190/1920.

(b) We have agreed and confirmed the content and consistency of the Directors’ Report to the
accompanying company and consolidated financial statements according to the provisions of Articles
43a, 108 and 37 of Codified Law 2190/1920.

Heraklion, March 30, 2016
The Certified Public Accountant

Konstantinos E. Antonakakis

Institute of CPA (SOEL) Reg. No. 22 781

@ GrantThornton
An instinct for growth”

Chartered Accountants Management Consultants.
56, Zefirou sir., 175 64 Palaio Faliro, Greece
Registry Number SOEL 127
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C. Annual Report of the Board of Directors

The following Annual Report of the Board of Directors (hereafter for brevity 'the Report ), pertains to the
fiscal year 2015 (1 January 2015 - 30 December 2015). The Report was drafted and conforms to the
relevant provisions of Law 3556/2007, as well as the relevant decisions of the Hellenic Capital Market
Commission and especially Decision no 7/448/11.10.2007 of the Hellenic Capital Market Commission

BoD.

This Report includes all the important individual sections and paragraphs, that are necessary according
to the above mentioned legal framework and provides a true overview of the relevant information
required by law, in order to provide a material and documented update regarding the activities of the
Company 'KARATZIS Industrial & Hotel Enterprises SA' (hereafter called for brevity 'the Company ' or
'KARATZIS"), as well as of the KARATZIS Group in which the following subsidiaries and affiliates are

also included:
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Given that the Company also drafts consolidated financial statements, this report is unified with main
reference points the Company’s consolidated financial data of the Company and its related companies.
This report also contains reference to individual (unconsolidated) financial data of the Company only at
the points where it is deemed advisable or necessary for clarification purposes. The report is included
as such along with the Company financial statements and all legally required data and declarations in

the annual financial report for the fiscal year 2015.
The chapters of the report and their contents are as follows:

CHAPTER A. Important events of fiscal year 2015

CHAPTER B. Company and Group progress and performance

CHAPTER C. Main risks and uncertainties

CHAPTER D. Important transactions with related parties

CHAPTER E. Explanatory report regarding the information of Article 4, paragraph 7, Law 3556/2007
CHAPTER F. Corporate Governance Declaration of Law 3873/2010

CHAPTER G. Data and estimates regarding the progress of group activities

CHAPTER H. Distribution Proposal for the Profits of 2015

Annual Financial Report for the Fiscal Year 2015 Page 9



CHAPTER A: Important events of fiscal year 2015

Annual General Assembly of the company’s shareholde rs: The Annual General Assembly of the

Shareholders of the Company was held on June 13, 2015, with a quorum of 86.34% (represented
shares with voting rights: 12,674,384 out of 14,679,792) and the participation of 13 shareholders. The

General Assembly decided the following:

1) Unanimously, approved the annual financial statements for the period from 1/1 to 31/12/2014 and

the relevant Reports and Declarations by the Board of Directors and the Auditors.

2) Unanimously, approved the discharge of the Board of Directors and the Auditors from any
compensation liability on the Annual Financial Statements and management for the period 1-1
31/12/2014.

3) Unanimously, approved the Directors' fees for 2014 and preauthorized the Directors' fees for the
period 1/1/2015 to 31/12/2015.

4) With a percentage 96.39%, 12,216,300 votes in favour and 458,084 against, approved the
proposed by the Board of Directors distribution of profits for the fiscal year 2014, which does not

provide for dividend distribution.

5) Unanimously, elected the audit firm “Grand Thornton AE” for the regular and tax audit for the

fiscal year 1/1-31/12/2015 and determined the audit remuneration.

Unexpected loss of the Founder and Chairman of Kara  tzis S.A., Miltiadis Karatzis

On July 31, 2015 the founder of KARATZI S.A. and chairman of its BoD, Miltiadis Karatzis, passed
away unexpectedly. He was born in 1936 in Melidochori village of Monofatsi province, Heraklion Crete.
He studied and worked in Austria occupying managerial positions in the packaging industry. In 1974, he
founded M & A KARATZI LP, which was later transformed to KARATZI S.A. He exercised the duties of
the chief executive officer up to 2009, then transferring his authority to the company’s major

shareholders Mr. Antonis Karatzis and Mrs. Maria Karatzi.

Restructuring of the Board of Directors: After the loss of the company’s founder, the BoD convened
and decided not to replace the deceased member. Thus the BoD was restructured as follows:

Executive Members of the BoD

1. Antonios Karatzis, son of Miltiadis — BoD Chairman & Chief Executive Officer
2. Athina, widow of Miltiadis Karatzis — BoD Vice-Chairman

3. Maria Karantzis, daughter of Miltiadis — Chief Executive Officer

4. Konstantinos Archodakis, son of Leonidas — Executive Member

5. llias Kalathas, son of Anastasios — Executive Member

Non-Executive Members of the BoD

6. Konstantinos Perantonakis, son of Antonios — Independent non-executive member
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7. Eleftherios Antonakakis, son of Konstantinos — Non-executive member

8. lason Papastefanakis, son of Emmanouil — Independent non-executive member

The BoD'’s term remains as initially provided during its constitution on June 6, 2012 and hence expires

on June 2, 2017, extending up to the Annual General Assembly of the exit year.
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CHAPTER B. Company and Group progress and performan  ce

Turnover : Consolidated sales during the fiscal year amounted to 72,339 thousand euro compared to

71,387 thousand euro during previous fiscal year, recording an increase of 1.33%. The sales increase

was generated from the industrial production sector by 828 thousand euro or 1.5%, the hotel operation
sector by 367 thousand euro or 3.5%. The photovoltaic energy production sector marked a decrease by
243 thousand euro or -3.8%, since during the first quarter of 2014, the reduced prices per Kwh, set by
the law 4254/07.04.2014, were not applicable.
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Gross profits:  The group's gross profits amounted to 18,681 thousand euro compared to 18,629
thousand euro of last year, recording a marginal 0.3% increase. The increase of gross results is due to

the improvement of the industry and hotel sector sales.
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Selling and Administrative Expenses: The selling and administrative expenses amounted to 6,864
thousand euro for the group and 5,624 thousand euro for the company. As a sales percentage they
remained almost unchanged, accounting for 9.5% of group’s turnover compared to 9.1% during the

previous year, and 9.1% for the company compared to 9% during the previous fiscal year.
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Earnings Before Interest, Tax, Depreciation & Amort  isation (EBITDA): During 2015, group EBIDTA
amounted to 17,890 thousand euro compared 17,049 thousand euro, displaying a 4.93% increase

which is due to the improvement of the results of the industrial and hotel sector.

Profit / (loss) before taxes: The consolidated profits before taxes amounted to 9,902 thousand euro
compared to 8,949 thousand euro. The reduction in financial expenses has contributed to the increase

of profit before taxes.

Profit after taxes: The total profits after taxes as at 31 December 2015 amounted to 5,728 thousand
euro compared to 6,452 thousand euro during the respective period last year for the group, due to the

increase of effective tax rate in Greece to 29% from 26% previously.

Financial indexes: Both the financial balance indexes and the Group performance indexes are

considered positive and are generally improved in comparison with the previous year.
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Cash Flows: The Group's cash flows from operations amounted to 5,809 thousand euro while
operating cash flows for the company formed at 4,475 thousand euro. The achievement of strong
operational cash flows contributed to the further reduction of Group’s bank debt as well as in the

uninterrupted financing of its investment programs.
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Main data on financial position:
The acquisition cost of the groups assets for the current year shaped at 163,509 thousand euro
versus 160,311 thousand euro during 2014. Realized investments amounted 3 million euro,
concerning mostly the industrial sector, while depreciation remained at the levels of the
previous year.
Inventories formed at 20,218 thousand euro from 13,191 thousand euro in 2014, marking a
significant increase of 53.3%. The policy of increasing inventories constitutes a Management
decision for the readjustment of safety stocks and order servicing.
The group's trade receivables remained relatively stable and amount 8,454 thousand euro
compared to 8,481 thousand euro.
The company's other non-current assets amount to 3,657 thousand euro versus 2,985
thousand euro of the previous fiscal year, and they decreased mainly due to the reduction of
prepayments to suppliers in relation with the previous year.
The Group's trade payables amounted to 4,977 thousand euro from 4,851 thousand euro.
The group's net debt amounts to 16,835 thousand euro from 19,503 thousand euro. The

decrease is due to the debt payments from the Group's operational cash flows.
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CHAPTER C. Main risks and uncertainties

Interest rate risk: The Group debt obligations are directly or indirectly linked to Euribor, therefore,
interest risk exists and is proportional to the debt level. A change of the interest rate by +/- 100 basis
points (+/-1%), ceteris paribus, is expected to modify the financial cost by 362 thousand euro annually.
The Company and the Group do not use financial derivative products for hedging. For the fiscal year
that ended on 31 December 2015, the Group's average annual interest rate was approximately 5.5%

compared to 5.9% during the previous year.

Credit risk: Due to the Company's export nature there isn’t any significant concentration of credit risk in
Greece. Regarding trade credits of our foreign clients, these have been insured in a sizeable insurance
company, through which we monitor their financial position.

For special credit risk provisions have been formed for impairment losses.

In the Energy sector, there is a concentration of receivables from customer 'Electricity Market Operator
S.A' (LAGIE). As at 31 December 2015, these receivables amounted to 3.35 million euro and

correspond to 40% of the Group trade receivables.

Liquidity risk:  There is no liquidity risk since the existence of the required cash and cash equivalents is
ensured through the positive operational cash flows and the approved bank credit facilities. The Group's
cash as at 31 December 2015, amount to 19,347 thousand euro, whereas the Group's net working
capital as at 31 December 2015 amounted to 18,027 thousand euro compared to 11,778 thousand euro
during the previous fiscal year, while the general liquidity ratio amounted to 1.54 compared to 1.37 the

previous fiscal year.

Raw material price fluctuation risk: The Group is exposed to price fluctuation risk for polyethylene
(PE), which is its main industrial raw material. As an oil derivative (ethylene) its price depends on oll
prices as well as on the internationally shaped demand and supply for product. To manage this risk, the
Group monitors polyethylene prices on a daily basis, and is in on-going negotiations with the suppliers
in order to limit the raw material price fluctuations. This is achieved through the rational management of
the raw material stock in relation to customers' orders. Additionally, the Group has included the
polyethylene price fluctuations in its agreements with important customers, when calculating product
prices. A 5% increase in polyethylene price, ceteris paribus, results in an annual increase of 1,416
thousand euro in the consumption cost, or an overall increase of industrial production cost by

approximately 1.50%, approximately.

Exchange rates risk: There is no significant currency risk from business transactions for the Group

and the parent company, as most transactions are made in Euro.

Contractual & Regulatory risk:  The Company is exposed to risks deriving from long-term agreements
for the sale of electrical power to the LAGIE and HEDNO.
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Risk of removal of investment plan from Incentives Law 3299/2004: In the context of the Group's
entire investment planning, the subsidiary Stella Polaris Creta S.A. intends to construct a luxurious
hotel with a total budget of 37.26 million euro. The investment plan has been included in the subsidies
of Law 3299/2004 and is expected to receive a grant of 9.32 million euro in total. The company faces
the risk that the plan will be removed from the incentives law 3299/2004, because according to the
Decision 56842/10.11.2014 of the Ministry of Development and Competitiveness, the deadline for the
investment project’'s completion is extended to December 31, 2016. A draft law which provides for the
extension of completing the investment plans under certain prerequisites until June 30, 2018, is being

currently publicly discussed.

Macroeconomic conditions in Greece — Capital contro Is

The bank holiday that took place within the first twenty days of July 2015, the ongoing capital controls

and the refugee crisis intensified economic uncertainty as well as the pressure on the financial system

and fiscal indicators.

The management deems that the impact on the Group’s activities and cash flows will be limited.

Specifically:

i. No impact is expected on the Group’s turnover since the Group’s sales (industry and hotel
sector) concern mainly sales abroad (EU and third countries).

il The Company and the Group have ensured adequate liquidity, as to service the uninterrupted
catering of the industry with raw materials, since there are deposits in euro in a financial
institution abroad.

iii. The Group’s collections and payments are up to day smoothly settled.
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CHAPTER D. Important transactions with related part ies

The companies related with KARATZIS S.A. are the following:

Subsidiaries

MESHPACK GMBH with headquarters in Kusey, Germany, a subsidiary which is wholly owned
by KARATZIS S.A.

STELLA POLARIS CRETA S.A. with headquarters in the Heraklion Industrial Zone, a
subsidiary which is wholly owned by KARATZIS S.A.

CROPPY SOLUTIONS S.L. with headquarters in Valladolid, Spain a subsidiary which is owned
by KARATZIS S.A by 90%.

KARATZIS INDUSTRIAL & HOTEL ENTERPRISES SA & Co with headquarters in the
Heraklion Industrial Zone, a subsidiary which is owned by KARATZIS S.A. by 99,99%.

Affiliates

ZEUS PACKAGING AGRI LTD, with headquarters in U.K., an affiliate in which KARATZIS S.A.

owns a 50% stake.

Other related parties

PLUSPACK S.A., with headquarters in the Heraklion Industrial Zone, is a related company in
which Antonis Karatzis (Chairman of the BoD, CEO and main shareholder of KARATZIS S.A))
and Maria Karatzi (CEO and main shareholder of KARATZIS S.A.) are basic shareholders and
members of the board.

K. PERANTONAKIS Sole Proprietorship LTD, with headquarters in Heraklion, Crete, owned
and managed by Konstantinos Perantonakis, non-executive member of KARATZIS S.A.
ANTONAKAKIS S.A., with headquarters in Heraklion, Crete, the Managing Director of which is
Eleftherios Antonakakis, non-executive member of KARATZIS S.A.

INDUSTRIAL COMMERCIAL CENTRE I.C.C. LTD, with headquarters in Heraklion, Crete, the
chairman of the BoD of which is Eleftherios Antonakakis, non-executive member of KARATZIS
S.A.

All transactions by the related parties for the fiscal year 2015, as well as the balances of receivables

and liabilities as at 31 December 2015, are presented below (amounts expressed in Euro):
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More specifically, and in order to specify precisely the above transactions, the following are hereby
clarified:

The income of KARATZIS S.A. from MESHPACK GMBH was generated from the sale of
products, which amounts to 521 thousand euro.

The income of MESHPACK GMBH from KARATZIS S.A. was generated for the sale of
products amounting 5 thousand euro and services rendered in Germany, amounting to 25
thousand euro.

The income of KARATZIS S.A. from CROPPY SOLUTIONS S.L. concerns product sales of 631
thousand euro.

The income of KARATZIS S.A. from KARATZIS ENERGY S.A. & CO concerns rental income of
administrative facilities amounting to 2.4 thousand euro.

The income of KARATZIS S.A. from ZEUS PACKAGING AGRI LTD concern income from the
sale of industry products.

The income of KARATZIS S.A. from PLUSPACK S.A. (other related parties) was generated
from the sale of scrap, while the expenses concern procurement of products made by
PLUSPACK S.A. (plastic garbage bags).
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CHAPTER E. Corporate Governance Declaration of Law  3873/2010
I. Reference to Corporate Governance Code, which th e company is subject or which it has

voluntarily decided to apply, and the place wheret  he relevant text is available.

According to decision no 09/19.03.2012 issued by the BoD, the company has adopted a Corporate
Governance Code, which is posted on the company's site at: CORPORATE GOVERNANCE CODE

The corporate governance code of KARATZIS S.A. focuses on the implementation of optimum

governance practices, in order to achieve the company's long-term goals on growth and profitability, as
well as the satisfaction and information of all stakeholders regarding the environment in which the
company is governed and controlled.

The company's Corporate Governance Code follows legislation, as established by several Laws, such
as Law 3016/2002 'On corporate governance, remuneration issues and other provisions', which
specifies the definitions and requires the existence of executive and non-executive members of the
Board of Directors, as well as the drafting of an internal operation regulation by the Board of Directors,
Law 3693/2008' 'Harmonisation of Greek legislation with Directive 2006/43/EC on statutory audits on
annual and consolidated accounts, amending Council Directives 78/660/EEC and 83/349/EEC and the
repealing of Council Directive 84/253/EEC and other provisions', which requires the establishment of an
audit committee, Law 3873/2010 'Incorporation into the Greek legal order the Directive 2006/46/EC of
the European Parliament and of the Council regarding the annual and consolidated accounts of certain
types of companies and Directive 2007/63/EC of the European Parliament and of the Council as
regards the requirement of an independent expert's report on the occasion of merger or division of
public limited liability companies' which outlines the obligation to include a summary in the corporate
governance declaration of the BoD's annual report and the main sections that the said report must

include.

Il. Reference to practices applied by the company b eyond the requirements under national law

and the place where they have been published.

The company is applying the minimum requirements of Greek legislation that forms the Greek
corporate governance framework. The said minimum requirements have been incorporate in the

Corporate Governance Code that has been adopted.

. Description of the main features of the company’'s internal control and risk management

systems in relation to the financial reporting proc ess.

The main features of the internal control and risk management systems applied by the Company in

relation to the financial reporting process are as follows:

The financial department has been staffed with adequate personnel, well trained in their field of

expertise and who are provided constant training depending on the company's needs.
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Existence of recorded and updated procedures regarding the identification of financial events and
their recording in the company's books, pursuant to the provisions of the International Financial
Reporting Standards.

Existence of software safety procedures. Access to authorised users through personal passwords,
only to application relevant to their field of work.

Adoption of a single financial reporting method by the group's companies and dispatch of monthly
financial information by the subsidiaries.

Regular communication between the Independent Chartered accountants and Management.
Regular meetings are carried out to confirm and record important estimates that may affect the
financial statements.

Existence of risk management methodology and documentation of its implementation, as well as

the presentation of risk management results to the company's senior management.

Annual evaluation of the internal control and risk management system adopted in order to issue the

financial statements by the BoD, upon recommendation by the Audit Committee.

IV. Information required by Article 10(1), points (  ¢), (d), (f), (h) and (i) of Directive 2004/25/EC o f

the European Parliament and of the Council of 21 Ap ril 2004 on takeover bids where the

company is subject to that Directive.

No takeover bids or public offerings were made during this fiscal year.

V.

Information on the operation of the shareholder meeting and its key powers, and a

description of shareholders’ rights and how they ca n be exercised.

The Company's general shareholders Meeting is convened pursuant to the respective provisions of Law

2190/1920 as in force, as well as the special practices of the Company's Corporate Governance Code.

The method in which the general shareholder meeting operates, its key powers as well as the

shareholder rights and how they are exercised are listed in Articles 10-19 of the Company's Statute,

which is posted on the company site at:

http://www.karatzis.com/upload images/Investors/corporate%20governance/statute.pdf

VI.

The composition and operation of the Board of D irectors and any other company

administrative, management or supervisory bodies or committees.

The Board of Directors and its independent members have been elected during the Annual Regular

General Shareholders Meeting that convened on June 2, 2012. The Board of Directors has a three-year

term, pursuant to provision 20, paragraph 3, of the company's statute and its term ends on 2 June

2017; this date can be extended until the Regular General Meeting of the end year. The Annual Regular

Shareholders Meeting that was convened on June 8, 2013, unanimously approved the appointment of

Eleftherios Antonakakis, son of Konstantinos as a non-executive member of the BoD and as a member
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of the audit committee pursuant to Article 37 of Law 3693/2008, in replacement of a resigned member.
Based on the minute numbered 15/6.8.2015, it was decided not to replace a deceased member and the
company’s BoD was restructured as follows:

Executive Members of the BoD

1. Antonios Karatzis, son of Miltiadis — BoD Chairman & Chief Executive Officer
2. Athina, widow of Miltiadis Karatzis — BoD Vice-Chairman

3. Maria Karantzis, daughter of Miltiadis — Chief Executive Officer,

4. Konstantinos Archodakis, son of Leonidas — Executive Member

5. llias Kalathas, son of Anastasios — Executive Member

Non-Executive Members of the BoD

6. Konstantinos Perantonakis, son of Antonios — Independent non-executive member
7. Eleftherios Antonakakis, son of Konstantinos — Non-executive member

8. lason Papastefanakis, son of Emmanouil — Independent non-executive member

Brief CVs of the BoD members are posted on the Company's site www.karatzis.com.

The BoD must exercise its leadership in an effective manner and manage corporate affairs to the
benefit of the company and its shareholders, guaranteeing that Management is applying the company's
strategy. It must also guarantee a fair and equal treatment of all shareholders, including minority and
foreign shareholders.
While exercising their duties, the BoD must take into consideration the members who have vested
interest in the company, such as customers, creditors, employees and social groups affected by the
company's operation, to the extent that it does not conflict with the company's interest. The BoD's main
non-granted responsibilities (in the sense that such decision-making requires the prior consent of the
BoD or in case of an emergency a renewed ratification by the BoD), should include:
The approval of long-term strategy and operational goals of the company,
The approval of the annual budget and business plan, as well as decision-making for major capital
expenses, takeovers and sales,
The option, when necessary, to replace the company's executive authority, as well as supervise its
succession planning,
Control over senior management performance and harmonisation of senior management
remuneration with the long-term interests of the company and its shareholders,
Guarantee the reliability of the company's financial statements and information, financial
information systems, and data and information that become public, as well as ensure the
effectiveness of the internal audit and risk management systems,
Alertness, regarding existing and potential conflicts of interest between the company, on the one
hand, and its Management, BoD members or main shareholders on the other (including
shareholders with direct or indirect power to form or affect the BoD's composition and behaviour),

as well as the appropriate treatment of such conflicts; to that purpose the BoD should adopt a
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transaction supervision process that is based on transparency and protecting its corporate
interests,

Guarantee the existence of an effective corporate regulatory compliance procedure,

Responsibility of making the respective decisions and monitoring the effectiveness of the
company's management system, including decision-making procedures and appointment of powers
and responsibilities to other executives, and

Expression, dissemination and application of the company's basic values and principles that govern

its relations with all parties, whose interests are associated with those of the company.

The remuneration of the BoD members is approved by the Annual Ordinary Shareholders Meeting,
which also pre-approves the remuneration for the next fiscal year.

The BoD should convene with the necessary frequency so that it can exercise its duties effectively. The
information provided to the BoD by the Management should be up-to-date so that it has the ability to
react effectively to the responsibilities derived from its duties. Specific operation regulations for the BoD
do not exist as the provisions in the Company's statute (Articles 20 — 28) are deemed adequate for the

BoD's organisation and operation.

For fiscal year 2015, the Company's BoD convened 24 times.

The BoD operations are supported by the Audit Committee, which is appointed during the General
Shareholders Meeting (Article 37, Law 3693/2008) and indicatively has the following obligations:
To monitor the financial information procedure,
To monitor the effective operation of the internal control and risk management systems, as well as
to monitor the proper operation of the internal auditors' unit of the entity under control,
To monitor the progress of the mandatory audit of company and consolidated financial statements,
To review and monitor matters relevant to the existence and preservation of the objectivity and
independence of the statutory auditor or auditing firm, especially when the entity under control is

provided other services by the statutory auditor or auditing firm.

The Audit Committee consists of: Konstantinos Perantonakis, son of Antonios (Chairman), Eleftherios
Antonakakis, son of Konstantinos, lason Papastefanakis, son Emmanouil. For fiscal year 2015, the

committee convened twice and all its members were present.

VII. Deviations from the Corporate Governance Code  and explanations. Special provisions of the
Code not applied by the Company and explanation why they were not applied.

First of all, through this declaration the Company confirms that it is applying precisely, and without
deviation, the provisions set out by Greek legislation (Codified Law 2190/1920, Law 3016/2002 and
Law 3693/2008), which describe the minimum requirements that must be met by any Greek Corporate
Governance Code (GCGC), applied by a Company, whose shares are listed in an organised market.

The said minimum requirements are incorporated in the Greek Corporate Governance Code which was
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adopted by the company by BoD Decision no 09/19.03.2012. Currently there are certain deviations
(including non-application) for which deviations there is a short analysis as well as an explanation of the

reasons why these deviations exist.

Specifically:

» Regarding the BoD's role and duties:

a) The Board of Directors has not documented the roles of the BoD and Managements (in its statute
and internal regulation or other internal documents) — A.l (1.1.)

b) A clear policy has not been adopted regarding the assignment of powers from the BoD to
management, including a list of issues for which the BoD must take decisions. - A.l (1.1)

¢) Committees have not been established for the remuneration of BoD members and senior executives,

as well as the submission of BoD candidacies — A.l (1.2)

» Regarding the BoD Chairman's role and necessary capacities:
a) The BoD does not appoint an independent Vice-Chairman if the Chairman and the CEO is the same
person, or in the event of an Executive Chairman. - A.lll (3.3)

b) She/he do not specify the duties of the independent Vice-Chairman — A.lll (3.4a)

* Regarding the duties and behaviour of BoD members

The BoD has not adopted any policies governing conflict of interest issues between its members or
persons to whom the BoD has delegated some of its powers and the company and its subsidiaries or
any policies regarding information confidentiality in the framework of the company's internal regulations.
Also, they have not adopted procedures that provide early warning and adequate disclosure to the BoD
on conflict of interest between its members for transactions between related parties or other contingent

conflict of interest with the company or its subsidiaries — A.IV (4.2)

» Regarding the nomination of candidate BoD members:
The Company has not deemed necessary the creation of a committee that will nominate candidate BoD
members A.V (5.4, 5.5, 5.6, 5.7, 5.8)

» Regarding the BoD's operation in general:

a) The BoD does not have a specific operation regulation, nor has it adopted a meeting calendar or 12-
month action plan A.VI (6.1)

b) We do not have any introductory programs for new BoD members or non-stop education programs
A.VI (6.5)

c) The BoD does not provide regular information on business developments and important risks,
understanding of legislation and market environment, through contacts with the company's executives.
A.VI (6.6)

» Regarding the BoD's evaluation:
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a) There is no evaluation procedure for the BoD as a collective body every two years in order to take
measures to deal with failures, as well as personal evaluation of the Chairman — A.VII (7.1)

b) The non-executive BoD members do not convene regularly without the presence of the executive
members, in order to evaluate the performance of the latter and to determine their remuneration. - A.VII
(7.2).

» Regarding the Internal Audit System:
a) The audit committee does not convene 4 times a year as stipulated — B.1 (1.6).

b) The Audit Committee's duties are not specified in writing in its operating regulations — B.I (1.7)

» Regarding the level and structure of remuneration:
A committee on BoD member remuneration has not been established, nor is there a competent body
that undertakes such duties — C.1 (1.6 & 1.7)
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CHAPTER F. Explanatory report regarding the inform  ation of Article 4, paragraph 7, Law
3556/2007

a. Company share capital structure
The share capital of KARATZIS S.A. currently amounts to 24,662,051 euro, which is fully paid and
divided into 14,679,792 common registered shares with a nominal value of 1.68 euro each. All company

shares are listed in the Athens Exchange.

b. Restrictions to company share transfers.

There are no limitations governing company share transfers.

c. Significant direct and indirect shareholdings wi thin the meaning of Articles 9 to 11 of Law
3556/2007.

The important direct or indirect participation in the company's share capital as defined in the provisions
of Articles 9 to 11 of Law 3556/2007, as at 31 December 2015 are as follows:

S/IN SHAREHOLDER'S NAME NUMBER OF SHARES PERCENT
1 Antonios Karatzis, son of Miltiadis 6,480,204 44.14%
2 Maria Karatzis, daughter of Militiadis 5,643,204 38.44%

d. Shares granting special control rights.

There are no shares that grant special control rights.

e. Restrictions on the right to vote.

The company's statute does impose any restrictions on the right to vote.

f. Agreements between shareholders that are known t o the company, which may result in
restrictions on share transfers or voting rights.
To the company's knowledge there are no agreements between shareholders, which impose

restrictions on share transfers or the right to vote.

g. Rules governing the appointment and replacement of BoD members and the amendment of
the Stature that are different from those stipulate  d in Codified Law 2190/1920.
The rules on the appointment and replacement of company BoD members and the amendment of the

company's Statute are not different from those stipulated in Codified Law 2190/1920.

h. The responsibility of the Board of Directors or certain of its members to issue new shares or
purchase own shares pursuant to Article 16 of Codif ied Law 2190/1290.
The BoD is responsible for share capital increases through the issuance of new shares, as per the

provisions and restrictions of Article 13 of Codified Law 2190/20.
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The Board of Directors or certain members of the Board of Directors do not have special responsibilities

regarding the purchase of own shares, pursuant to Article 16 of Codified Law 2190/1290.

i. Any significant agreements to which the company is a party and which take effect, alter or
terminate upon a change of control of the company, following a public offering and the effects
thereof.

No such significant agreement exists, to which the company is a party, and which takes effect, alters or

terminates upon change of control of the company, following a public offering.

j- Any agreement between the company and its BoD me mbers or employees providing for
compensation, if they resign or are made redundant, without valid reason, or if their
employment ceases because of a public offering.

There are no agreements between the company and its BoD members or employees providing for
compensation, if they resign or are made redundant, without valid reason, or if their employment

ceases because of a public offering.
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CHAPTER G. Data and estimates regarding the progres s of group activities

The turnover of the group's industrial activity is expected to rise slightly. Regarding production
cost, it is expected to slightly decrease even though a safe prediction is not possible, because
of the volatility in the price of polyethylene.

Within the first quarter of 2016, a subsidiary trading company named “KARATZIS ITALIA Srl”,
situated in Milan, was founded. The company’s share capital will be shaped at 100.000,00 euro
and KARATZIS S.A. will participate with a 51% stake. Additionally, within the second quarter of
2016 the establishment of trading company in Krasnodar, Russia will be completed.

Regarding the hotel sector, a marginal increase in bookings is expected. Regarding the sector’s
turnover it is expected to slightly decrease because of the increase in the VAT rate in the
accommodation services rendered from 6.5% to 13%.

The excellent signs coming from the tourism market support the upgrade and modernisation of
the country's tourism services. Within this context the company has completed the design and
ensured funding for a new Five Star rating luxury hotel, closely located to the company’'s
current hotel “Nana Beach”. The unit will operate 127 rooms and 260 beds, situated on a
37.000 square meters surface in Drapanos Hersonisos and will create 100 new jobs. The cost
of the investment is expected to amount to 16 million euro, with the granted amount reaching
4.43 million euro. The construction will begin as soon as a permit regarding the construction
and shaping of a beach in front of the hotel is obtained, while the works will be completed within
two years.

Regarding the turnover of the photovoltaic sector stabilization in the produced energy units and
sales is anticipated. Volatility in turnover, if any, is depending upon weather conditions (level of
sunshine).

In 2014, the company bought a semi finished building with a surface of 737 square meters,
situated on a 892 square meters plot, in order for its administrative services to be relocated.
The constructions for completing and expanding the building will begin within 2016 and are
expected to finish in the autumn of 2016. The relocation will release extra space in the plant
located in Heraklion Industrial Zone, in which a 3.5 million euro investment is planned regarding

buildings and mechanical equipment, in order to support the production process.
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CHAPTER H. Profit Distribution Proposal

The BoD does not recommend the distribution of dividend, in order to enhance the company’s working
capital and enable self funding for the ongoing investments. Note that the non-distribution of dividend
requires the approval of the Ordinary Shareholders Meeting, with increased quorum and majority as per
the provisions of Article 3 of Development Law 148/67.

2 2 + (11 . &(H$
* U " ).
6T A * > ) 1y ) "U".U(

Heraklion, 30 March 2016
The Board of Directors

The Chairman of the BoD and CEO
Antonios Karatzis
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