INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

1. Corporate information
The separate financial statements of Industrial Holding Bulgaria AD (the Company or the Holding or IHB AD) for
the year ended 31 December 2019 were authorized for issue with a resolution of the Management dated 26 March
2020, which was approved by the Supervisory Board.
Industrial Holding Bulgaria AD is a joint stock company, registered in Republic of Bulgaria incorporated under
company file No 13081 from 1996 with headquarters in Sofia and registered address 42, Damian Gruev str., Sofia,
Bulgaria. The financial year of the Company ends on 31 December.
The Company is registered in the Commercial Register at the Registry Agency under UIC 121631219. The
Company is registered under the Value Added Tax Act. The shares of Industrial Holding Bulgaria are traded on
the Bulgarian Stock Exchange, Sofia.
The Company has been established as a Privatization Fund according to the Privatization Funds Act under the
name Privatization Fund Bulgaria AD.
The General shareholders meeting held on 27.02.1998 decided to reorganize the activities of the Privatization
Fund Bulgaria AD into a holding company and changed its name from Privatization Fund Bulgaria AD to
Industrial Holding Bulgaria AD. The Company’s registered capital amounts to BGN 107,400,643. The Company
has a two-tier management system comprising Supervisory and Management Boards.
The Company’s primary business activities include acquisition, management, assessment and sale of shares in
Bulgarian and foreign entities, acquisition, assessment and sale of patents, re-letting of licenses to use patents to
the companies in which the Holding participates, financing of the entities the Company holds interests in, as well
all other activities not prohibited by law.
The Company's activity is not limited by an expiry date or another termination condition.
The management of the Company includes its Management Board. Those charged with the governance are
represented by the Audit Committee and the Supervisory Board of the Company.

2.1 Basis of preparation
The separate financial statements have been prepared on historical cost basis.
These separate financial statements are presented in Bulgarian leva (BGN) and all amounts are rounded to the
nearest thousand (BGN thousand or BGN'000), unless otherwise stated.
Statement of compliance
The separate financial statements of the Industrial Holding Bulgaria AD have been prepared in accordance with
the International Financial Reporting Standards, as endorsed by the European Union (IFRS, as adopted by the
EU). The reporting framework "IFRS as adopted by the EU" is essentially the defined national basis of accounting
"IAS, as adopted by the EU", stipulated in the Accountancy Act and set out in paragraph 8 of its Additional
Provisions.
These financial statements are the separate financial statements of Industrial Holding Bulgaria AD, where the
investments in subsidiaries have been presented at cost.
In accordance with the requirements of IFRS 10 Consolidated Financial Statements and the Accountancy Act,
Industrial Holding Bulgaria AD also prepares and presents consolidated financial statements. The consolidated
financial statements of Industrial Holding Bulgaria AD for the year ended 31 December 2019 will be issued within
the legally set deadlines as per the applicable legislation.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies
a) Foreign currency translation
The accompanying financial statements are presented in Bulgarian leva, which is the functional and presentation
currency of the Company.
Transactions in foreign currencies are initially recorded in the functional currency at the exchange rate prevailing
on the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated in
the functional currency using the closing exchange rate published by the Bulgarian National Bank prevailing at the
reporting date. All foreign exchange differences are recognised in the profit or loss for the period.
Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated
in the functional currency using the exchange rate as of the date of initial transaction (acquisition). Non-monetary
assets and liabilities measured at fair value in a foreign currency are translated in the functional currency using the
exchange rates at the date when the fair value is determined.
b) Recognition of revenue from contracts with customers
The Company does not report revenue from contracts with customers as its activities are related to acquisition,
management, assessment and sale of interests in Bulgarian and foreign entities.
c) Taxes
Current income tax
Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted by the reporting date.
Current taxes are recognised directly in equity (not in the statement of comprehensive income) if the tax relates to
items which have been recognised directly in equity. The management analyses the positions in the tax return,
when the applicable tax provisions are subject to interpretation and recognises provisions where appropriate.

Deferred income tax
Deferred tax is provided using the liability method on all temporary differences at the reporting date between the
tax bases of assets and liabilities and their carrying amounts.
Deferred tax liabilities are recognised for all taxable temporary differences, except:
•

where the deferred income tax liability arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

•

for temporary taxable differences associated with investments in subsidiaries, associates and joint
venture interests, except where the Company is able to control the timing of the reversal of the temporary
difference and it is probable that the temporary difference would not reverse in the foreseeable future.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
c) Taxes (continued)
Deferred income tax (continued)
Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax
credits and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be used
except:
•

where the deferred income tax asset arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor the taxable profit or loss; and

•

for deductible temporary differences associated with investments in subsidiaries, associates and joint
venture interests, the deferred tax asset is recognised only to the extent it is probable that the temporary
difference will reverse within the foreseeable future and taxable profit will be available against which the
temporary difference can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent it
has become probable that future taxable profit will be generated, which will allow the deferred tax asset to be
recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.
Deferred taxes related to items recognised outside the profit or loss are recognised outside the profit or loss.
Deferred taxes are recognised in correlation to the underlying transaction either in the other comprehensive income
or directly in equity.
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to offset current
income tax assets against current income tax liabilities and the deferred tax assets and liabilities relate to income
taxes levied by the same taxation authority on the same taxable entity.
Value added tax (VAT)
Revenues, expenses and assets are recognised net of VAT except:
• where the VAT incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the VAT is recognised as part of the cost of acquisition of the asset or as part of
the expense item as appropriate; and
• receivables and payables that are stated with the amount of VAT included.
The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the statement of financial position.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
d) Employee benefits
Short-term employee benefits include salaries, remunerations, annual bonuses, social security contributions and
paid annual leave of current employees expected to be settled wholly within twelve months after the end of the
reporting period. They are recognised as an employee benefit expense in the profit or loss or are included in the
cost of an asset. Short-term employee benefits are measured at the undiscounted amount of the expected cost of the
benefit.
The Company operates a defined benefits plan, arising from its statutory obligation under the Bulgarian labour
legislation to pay to its employees two or six gross monthly salaries upon retirement, depending on their length of
service with the Company. If an employee has worked for the Company for 10 years, the retirement benefit
amounts to six gross monthly salaries upon retirement, otherwise, two gross monthly salaries. The retirement
benefit plan is unfunded. The Company determines the cost of providing benefits under the retirement benefit plan
using the projected unit credit method. Re-measurements of the defined retirement benefits plan, comprising of
actuarial gains and losses, are recognised immediately in the statement of financial position with a corresponding
debit or credit to the retained earnings through the other comprehensive income in the period in which they occur.
Re-measurements are not reclassified to profit or loss in subsequent periods. Past service costs are recognised in
profit or loss on the earlier of:
• The date of the plan amendment or curtailment, and
• The date that the Company recognises restructuring-related costs.
Interest expense is calculated by applying the discount rate to the employee retirement benefit liability. The
changes in the latter (service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non-routine settlements and interest expenses) are recognised in the profit or loss for the period
and are presented within the line item “Personnel expenses”.
e) Financial instruments - initial recognition and subsequent measurement
Financial assets
Initial recognition and measurement
Upon initial recognition financial assets are classified as such subsequently measured at amortised cost, at fair
value through the other comprehensive income (OCI), and at fair value through profit or loss.
The classification of financial assets upon their initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Company’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Company has applied the
practical expedient, the Company initially measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs.
The Company does not account for trade receivables arising from revenue from contracts with customers and
reported under IFRS 15.
In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount
outstanding. This assessment is referred to as the SPPI test and is performed at the level of the relevant instrument.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
e) Financial instruments - initial recognition and subsequent measurement (continued)
Financial assets (continued)
Initial recognition and measurement (continued)
The Company’s business model for managing financial assets refers to the way it manages its financial assets in
order to generate cash flows. The business model determines whether cash flows will arise as a result from the
collection of contractual cash flows, sale of financial assets, or both.
Purchases or sales of financial assets the terms of which require delivery of assets over a period of time established
by a statutory provision or practice in the relevant market (regular purchases) are recognised on the trade date
(transaction), i.e. on the date the Company has committed to buy or sell the asset.
Subsequent measurement
For the purposes of subsequent measurement, financial assets are classified in four categories:
• Financial assets at amortised cost (debt instruments)
• Financial assets at fair value through the other comprehensive income with recycling of cumulative
gains or losses (debt instruments)
• Financial assets designated at fair value through the other comprehensive income with no recycling of
cumulative gains and losses upon derecognition (equity instruments)
• Financial assets at fair value through profit or loss.
Financial assets at amortised cost (debt instruments)
This category is the most significant for the Company. The Company estimates financial assets at amortised cost if
both of the following conditions are met:
• The financial asset is held within a business model with the objective of holding it in order to collect
contractual cash flows; and
• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.
Financial assets at amortised cost are subsequently measured using the effective interest rate method (EIR) and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

Interest income
Interest income is recognised using the effective interest rate method, which is the interest rate that discounts
exactly the estimated future cash outflows over the estimated lifetime of the financial instrument, or a shorter
period where appropriate, to the carrying amount of the financial asset. Interest income is included in the finance
income in the statement of comprehensive income.
The Company's financial assets carried at amortised cost include trade receivables and loans granted to related
parties.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
e) Financial instruments - initial recognition and subsequent measurement (continued)
Financial assets (continued)
Derecognition
A financial asset (or, where applicable, part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Company’s statement of financial position) when:
• The rights to receive cash flows from the asset have expired; or
• The Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a ‘passthrough’ arrangement; and either (a) the Company has transferred substantially all the risks and rewards
associated with the ownership of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.
When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has
neither transferred nor retained substantially all of the risks and rewards of the financial asset, nor transferred
control of the asset, the Company continues to recognise the transferred asset to the extent of its continuing
involvement. In this case the Company recognises the related liability. The transferred asset and the associated
liability are measured on a basis that reflects the rights and obligations that the Company has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of the consideration that the Company could
be required to repay.
Impairment of financial assets
The Company recognises a provision for expected credit losses (ECLs) for all debt instruments that are not carried
at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due under
the terms of the contract and all cash flows that the Company expects to receive, discounted at an approximation
of the original effective interest rate. Expected cash flows include cash flows from the sale of collateral held or
other credit enhancements that form an integral part of the terms of the contract.
ECLs are recognised in two stages. For credit exposures for which there is no significant increase in credit risk
since initial recognition, ECLs are provisioned for credit losses that arise as a result of non-performing events that
are possible over the next 12-months (12-month ECLs). For credit exposures for which there is a significant
increase in credit risk since initial recognition, a provision for loss is required in respect of the credit losses
expected over the remaining exposure period, irrespective of the occurrence of the default (ECL over the lifetime
of the instrument).
In respect of trade receivables, the Company applies a simplified approach to the calculation of ECLs. Therefore,
the Company does not track the changes in credit risk, but instead recognises a provision for a loss on the basis of
the ECL for the entire duration of the instrument at each reporting date. The Company has developed a
provisioning matrix that is based on its historical experience in credit losses, adjusted by forward-looking factors
specific to the debtors and the economic environment.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
e) Financial instruments - initial recognition and subsequent measurement (continued)
Financial assets (continued)
Impairment of financial assets (continued)
At each reporting date it determines whether the debt instrument is assessed as an instrument with low credit risk,
using all the reasonable and supportable information available without undue cost or effort. In this assessment the
Company reconsiders the internal credit rating of the debt instrument. In addition, the Company assesses whether
there is a significant increase in credit risk when the contractual payments are past due over 180 days.
The Company regards a financial instrument as a default instrument when the contractual payments are in arrears
over 360 days. However, in certain cases, it may treat a financial asset as a default asset when internal or external
information provides an indication that it is unlikely that the Company will receive the full amount of the
outstanding amounts under the contract before taking into account any credit enhancements it holds. Financial
assets are derecognized when there is no reasonable expectation for the collection of the cash flows under the
contract.
Financial liabilities
Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, or
loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.
All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs.
The Company’s financial liabilities include trade and other payables, interest-bearing loans and borrowings
including bank overdrafts.
Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
Loans and borrowings
This category is the most relevant to the Company. After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in the profit
or loss when the liabilities are derecognised, as well as through the EIR amortisation process.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that
are inherent to the EIR. EIR amortisation is included as finance costs in the statement of comprehensive income.
This category generally applies to interest-bearing loans and borrowings. For more information refer to Note 17.
Derecognition
A financial liability is derecognised when the liability is discharged or cancelled or expires. When an existing
financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as derecognition of the
original and the recognition of a new liability. The difference in the respective carrying amounts is recognised in
the statement of comprehensive income.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
f) Investment in subsidiaries
Investments in subsidiaries are measured at cost in the separate financial statements of the Company, less any
allowance for impairment (in accordance with IAS 27, paragraph 10 (а)). Investments in subsidiaries are
derecognised and the net result (received consideration less carrying amount of the investment) is recognised in
profit or loss for the period, when the Company loses control over the investee. Further information is presented in
Note 12.
Information regarding the accounting policy for impairment of investments in subsidiaries is provided in point o)
Impairment of non-financial assets.
Dividend income
Dividend income is recognised when the right to receive is recognised.
g) Offsetting of financial instruments
Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial
position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
h) Fair value measurement
The Company does not report any financial instruments, such as, derivatives and available for sale financial assets,
as well as non-financial assets such as investment properties and property, plant and equipment, at fair value at the
reporting date. The fair values of financial instruments measured at amortised cost are disclosed in Note 23.
The fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:
•

In the principal market for the asset or liability, or

•

in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Company.
The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.
A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.
The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
h) Fair value measurement (continued)
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair
value measurement as a whole:
•

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

•

Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

•

Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are measured at fair value on a recurring basis, the Company reviews their
categorisation at the respective fair value hierarchy level (based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each reporting period and determines whether transfer(s) should
be made between levels.
The Company’s management determines the policies and procedures for both recurring fair value measurement,
and for non-recurring fair value measurement, such as assets held for sale / distribution to the owners.
External independent valuers are engaged for the valuation of the fair value of the materials assets and material
liabilities, and the need for such valuation is assessed by the Company's management every year. Selection criteria
for external valuers include professional experience, qualities and reputation. The management decides, after
discussions with the valuation experts, which valuation techniques and inputs to use for each case.
At each reporting date, the management analyses the movements in the values of assets and liabilities which are
required to be re-measured as per the Company’s accounting policies. This involves verification of the major
inputs applied in the latest valuation by agreeing the information in the valuation computation to contracts and
other relevant documents. The management, in conjunction with the valuation experts, also compares each the
changes in the fair value of each asset and liability with relevant external sources to determine whether the change
is reasonable.
For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis
of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above.
i) Share capital
Share capital is presented at the nominal amount of the shares issued and paid-in. Proceeds from issued shares in
excess of their nominal amount are accounted for as the share premium. Incremental costs directly attributable to
the issue of ordinary shares are recognised as a decrease in equity, net of the tax effects.
j) Redemption of treasury shares
Own equity instruments that are redeemed (treasury shares) are recognised at fair value of the consideration
transferred and deducted from equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments. Any difference between the nominal amount and the fair
value of the consideration transferred, in case of cancellation of redeemed treasury shares, is recognised as
decrease/increase in share premium. No dividends are allocated to redeemed voting shares. Any difference
between the nominal value and the fair value upon the sale of treasury shares is recognised in the accumulated
profits / losses.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
k) Plant and equipment
Plant and equipment is stated at cost, net of accumulated depreciation and accumulated impairment losses, if any.
Such cost includes the cost of replacing part of the plant and equipment and borrowing costs for long-term
construction projects if the recognition criteria are met. When significant parts of plant and equipment are required
to be replaced at intervals, the Company recognises such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed for a plant and / or equipment, its
cost is recognised in the carrying amount of the plant and equipment as a replacement cost if asset recognition
criteria are satisfied. All other repair and maintenance costs are recognised in profit or loss in the period they are
incurred.
Depreciation is calculated on a straight-line basis over the estimated useful life of the assets, which are determined
as follows:
Motor vehicles (cars)
Computers and computer equipment
Fixtures and fittings and others

8 years
3 years
2-7 years

An item of plant and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds, if any, and the carrying amount of the asset) is included in the profit or loss of
the period when the asset is derecognized.
The residual values, useful lives and methods of depreciation of the assets are reviewed at each financial year end
and adjusted prospectively, if expectations differ from the previous estimates.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
l) Borrowing costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the
asset. All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest
and other costs that the Company incurs in connection with the borrowing of funds.
m) Intangible assets
Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
The useful lives of intangible assets are assessed to be finite as follows:
Patents and trademarks
Software

4-7 years
4-7 years

Intangible assets with finite useful lives are amortised over the useful economic life and are assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period and
amortisation method for intangible assets with finite useful lives are reviewed at least at the end of each financial
year. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the intangible asset are considered to modify the amortisation period or method, as appropriate, and
are treated as changes in accounting estimates.
o) Impairment of non-financial assets
The Company assesses, at the end of each financial year, whether there is an indication that an asset may be
impaired. If any such indication exists, or when annual impairment testing for an asset is required, the Company
makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or
cash-generating unit’s (CGU) fair value, less costs to sell and its value in use. The recoverable amount is
determined for an individual asset, unless the asset does not generate cash flows that are largely independent of
those from other assets or groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
In assessing an asset's value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. The fair value less the costs to make the sale is determined on the basis of recent market transactions, if
any. If no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated through the use of other valuation methods or other available fair value indicators for an asset or a
cash generating unit.
The calculations of the impairment are based on detailed budgets and forecast calculations that are prepared
separately for each CGU whereto individual assets have been allocated. These budgets and forecast calculations
usually cover a period of five years. In case of longer periods a long-term growth index is calculated and it is
applied to the future cash flows after the fifth year.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
n) Impairment of non-financial assets (continued)
Impairment losses are recognised in profit or loss as other operating expenses in the statement of comprehensive
income, or as a separate line item, when significant.
An assessment is made by the Company at the end of each financial year as to whether there is any indication that
previously recognised impairment losses, on assets other than goodwill, may no longer exist or may have
decreased. If any such indication exists, the Company determines the recoverable amount of the asset or the cash
generating unit. A previously recognised impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The
reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined (net of depreciation) had no impairment loss been recognised
for the asset in prior years. Reversal of impairment loss is recognised in the profit or loss for the period, unless the
asset is carried at revalued amount, in which case the reversal is treated as revaluation increase.
o) Cash and cash equivalents
Cash and cash equivalents in the statement of financial position comprise cash at bank accounts, cash in hand and
in short-term deposits with an original maturity of three months or less.
For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents as
defined above.
p) Provisions
General
Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, when it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where the Company expects some
or all costs necessary to settle a provision to be recovered, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when it is virtually certain that the costs will be
reimbursed. The expense relating to any provision is presented in the statement of comprehensive income, net of
any reimbursement. If the effect of the time value of money is material, provisions are discounted using a current
pre-tax discount rate that reflects, where appropriate, the risks specific to the liability. Where discounting is used,
the increase in the provision due to the passage of time is recognised as a finance cost.
q) Earnings per share
Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to ordinary
equity holders by the weighted average number of shares outstanding during the period.
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INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.2 Summary of significant accounting policies (continued)
r) Leases
Accounting policies and standard that were applicable and in effect as at 31 December 2018, namely IAS 17, were
applied to the comparative information in the accompanying financial statements. The annual financial statements
as at 31 December 2018 should be used as reference providing further information and details regarding the
applicable policies and standard as at 31 December 2018.
On the lease inception date, which is the earlier of the date of the lease contract or the date the parties have
committed to the terms of the lease contract the Company makes an analysis and assesses whether a contract is or
contains a lease. A contract is or contains a lease if it transfers, against consideration, the right to control the use of
an asset over a certain period of time.
The Company as a lessee
The Company applies a uniform model for recognition and measurement of all leases, except for short-term leases
(leases with a lease term of 12 months or less and which do not contain a purchase option) and leases of low value
assets (such as tablets, personal computers, telephones, office equipment, etc.).
The Company has not elected to apply the practical expedient of IFRS 16, which allows a lessee, by class of
underlying asset, not to separate non-lease components from lease components, and instead account for each lease
component and any associated non-lease components as a single lease component. For contracts that contain a
lease component and one or more additional lease or non-lease components, the Company allocates the
consideration in the contract to each lease component on the basis of the relative stand-alone price of the lease
component and the aggregate stand-alone price of the non-lease components.
Right-of-use assets
The Company recognises right-of-use assets in the statement of financial position at the commencement date of
the lease, i.e. the date on which a lessor makes an underlying asset available for use by the lessee.
Right-of-use assets are presented in the statement of financial position at acquisition cost, less the accumulated
depreciation, impairment losses and adjustments resulting from remeasurement and adjustments to the lease
liability. The acquisition cost includes:
•

the amount of the initial measurement of the lease liability;

•

any lease payment made at or before the commencement date, less any lease incentives received;

•

any initial direct costs incurred by the Company in its capacity as lessee;

•

costs for dismantling and removing the underlying asset, restoring the site on which the asset is located
or restoring the underlying asset to the condition required by the terms and conditions of the lease.

The Company depreciates the right-of-use asset on a straight line basis over the shorter of the useful life of the
right-of-use asset or the end of the lease term. If ownership of the asset is transferred under the lease by the end of
the lease term, the Company shall depreciate it to the end of the useful life. Depreciation is charged from the
commencement date of the lease and is recognised in the profit or loss as "depreciation expenses".
The depreciation terms by types of underlying assets are as follows:
Buildings and structures

6 years and 3 months
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2.2 Summary of significant accounting policies (continued)
The Company has elected to apply the acquisition cost model for all of its right-of-use assets, except for those that
meet the definition of an investment property under IAS 40 Investment Properties, to which it applies the fair
value model.
Right-of-use assets are tested for impairment in accordance with IAS 36 Impairment of Assets.

Lease liabilities
At the commencement date the Company recognises in its statement of financial position a lease liability measured
at the present value of the lease payments that are not paid at this date. They include:
•

fixed lease payments (including in-substance fixed lease payments), less any lease incentives receivable;

•

variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

•

the exercise price of the purchase option, if the Company is reasonably certain to exercise this option;

•

payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease;

•

the amount expected to be payable by the Company under residual value guarantees.

Variable lease payments that do not depend on an index or a rate but are dependent on performance or use of the
underlying asset, are not included in the measurement of the lease liability and the right-of-use asset. They are
recognised as current expenses in the period when the event or circumstance resulting in these payments arises and
are stated within the profit and loss for the year.
Lease payments are discounted using the interest rate implicit in the lease, if that rate can be readily determined, or
the Company’s incremental borrowing rate, which it would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment.
Lease payments (instalments) contain a certain ratio of the finance cost (interest) and the respective portion of the
lease liability (principal). Interest expenses on the lease are presented within profit or loss for the year over the
lease period on a periodic basis, so as to achieve constant periodic rate of interest on the remaining balance of the
lease liability and are presented as “finance costs”.
The Company subsequently measures the lease liability by:
•

increasing the carrying amount to reflect the interest on the lease liability;

•

reducing the carrying amount to reflect the lease payments made;

•

remeasuring the carrying amount to reflect any reassessments or lease modifications, or to reflect the
adjusted fixed essentially lease payments.

The Company remeasures its lease liabilities whenever:
•

the lease term has changes or there is a significant event or change in circumstances resulting in a change
in the assessment of exercise of a purchase option, in which case the lease liability is remeasured by
discounting the revised lease payments using a revised discount rate;

•

the lease payments change due to changes in an index or rate or a change in expected payment under a
residual value guarantee, in which cases the lease liability is remeasured by discounting the revised lease
payments using an unchanged (original) discount rate (unless the lease payments change is due to a
change in a floating interest rate, in which case a revised discount rate is used);
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2.2 Summary of significant accounting policies (continued)
•

a lease contract is modified, and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured based on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the effective date of modification.

The Company recognises the amount of the reassessment of the lease liability as an adjustment of the right-of-use
asset or within the profit or loss, if the carrying amount of the right-of-use asset has been written down to zero.

Short-term leases and leases of low-value assets
The Company has applied the exemption from recognition of right-of-use assets and lease liabilities under IFRS
16 for short-term leases of and for low-value underlying assets. Payments related to these are recognised as
expenses within profit or loss on a straight-line basis over the lease term.

Leases of intangible assets
The Company has elected not to apply the provisions of IFRS 16 with respect to leases of intangible assets and
they are accounted for in accordance with IAS 38 Intangible Assets.

The Company as a lessor
Leases where the Company retains substantially all significant risks and economic benefits from the ownership of
the underlying asset are classified as operating leases.
When the Company is an intermediate lessor it accounts for the head lease and the sublease as two separate
contracts. If the head lease is a short-term lease the sublease is classified as an operating lease. In all other cases
the sublease is classified as a finance or operating lease depending on the right-of-use asset arising from the head
lease.
Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in obtaining an operating lease are added to the carrying amount of the leased asset and
are recognised as an expense on a straight-line basis over the lease term. When the contract contains both lease and
non-lease components, the Company applies IFRS 15 to allocate the total consideration under the contract between
the separate components.
The underlying asset subject of the lease remains and is presented in the Company's statement of financial
position.
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2.3 Changes in accounting policies and disclosures
New and amended standards and interpretations
The Company applied IFRS 16 for the first time. The nature and effect of the changes resulting from the adoption
of the standard are described below.
Some other amendments and interpretations are applied for the first time in 2019, but they have no impact on the
financial statements of the Company. The Company has not adopted standards, interpretations or amendments that
have been published but have not yet entered into force.
IFRS 16 Leases
IFRS 16 was published in January 2016 and replaces IAS 17 Leases, IFRIC 4 Determining Whether an
Arrangement Contains a Lease, SIC-15 Operating Leases—Incentives, SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. IFRS 16 sets out the principles for recognition, measurement,
presentation and disclosures of leases and requires lessees to account all lease contracts based on uniform balance
method, that is similar to the accounting treatment of finance lease in accordance with IAS 17. The Standard
provides two exemptions from recognition of lease contracts – leases of low value assets (e.g. personal computers)
and short-term leases (e.g. lease with a lease term of 12 months or less). At the commencement date of the lease
the lessee recognises a liability to make lease payments (i.e. lease liability) and an asset representing the right to
use the underlying asset over the term of the lease contract (i.e. right-of-use asset). Lessees are required to
recognise separately interest expenses on the lease liability and depreciation expense on the right-of-use asset.
Lessees are also required to remeasure the lease liability upon the occurrence of certain events (e.g. change in
lease term, change in future lease payments resulting from a change in an index or a rate used to determine those
payments). In general, the lessee recognises the amount of remeasurement of the lease liability as an adjustment in
the right-of-use asset.
According to IFRS 16 the lessor accounting remains substantially unchanged from the current accounting in
accordance with IAS 17. Lessors will continue to classify lease contracts using the same classification principle as
in IAS 17 and distinguish between the two types of leases: operating and finance leases. The Standard requires
lessors to disclose separately lease and non-lease components of the income.
The Company has adopted IFRS 16 using the modified retrospective approach with a date of first-time application
1 January 2019, as a result of which it has not restated the comparative information and it is still reported in
accordance with IAS 17. The Company has elected to use the practical expedient not to reassess if a contract is or
contains a lease and has elected to apply IFRS 16 only to those contracts which were previously identified as
leases in accordance with IAS 17 and IFRIC 4 at the date of the initial application.
Upon the initial application of IFRS 16 on 1 January 2019 the Company has recognised:
• lease liabilities under lease contracts which were previously classified as operating leases in accordance
with IAS 17 Leases. These liabilities have been measured at the present value of the outstanding lease
payments, discounted with the Company's incremental borrowing rate as at 1 January 2019. The
Company's average-weighted incremental borrowing rate applied to lease liabilities as at 1 January 2019
is 2%.
• right-of-use assets which have been measured at an amount equal to the lease liabilities.

This is translation in English of the official separate financial statements issued in Bulgarian

29

INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

2.3 Changes in accounting policies (continued)
New and amended standards and interpretations (continued)
The effect of adopting IFRS 16 as at 1 January 2019 was as follows:
Increase
Assets
Right-of-use assets (Note 14)
Total assets
Liabilities
Lease liabilities (Note 14)
Total liabilities

BGN'000
772
772
772
772

Upon the initial application of IFRS 16 the Company has made use of the practical expedient permitted by the
standard to exclude initial direct costs from the measurement of the right-of-use assets at the date of the initial
application (1 January 2019).
IFRIC 23 (amended) Uncertainty over Income Tax Treatments
This Interpretation provides guidance on the accounting treatment and accounting for income tax in the scope of
IAS 12 when tax treatments involve uncertainty. It does not apply to taxes or other state levies outside the scope of
IAS 12, nor does it specifically include requirements relating to interest and penalties associated with uncertain tax
treatments. The Interpretation addresses the following matters: (a) the entity's approach whether to consider each
uncertain tax treatment separately or together with one or more other uncertain tax treatments depending on which
approach better resolves the respective uncertainty; (b) the assumptions an entity makes to determine how the
taxation authorities would examine and check a given uncertainty of tax treatment assuming that tax authorities
have all available information; (c) how an entity determines taxable profit or tax loss, tax bases, unused tax losses,
tax rates and unused tax credits when there are given uncertainties; (d) the requirement to assess the impact of
uncertainties on the income tax stated, given that the tax authorities are unlikely to accept the company’s tax
treatment; (e) measuring the impact may be done in the more appropriate of the two methods – “most likely
amount” and “expected value”; and (f) how an entity considers and treats changes in facts and circumstance.
The adoption of these changes has not had any impact on the financial position or performance of the Company.

IFRS 9 (amended) Financial Instruments: Regarding prepayment features with negative compensation in case
of early repayment and modifications of financial liabilities
This amendment covers two aspects: (а) it amends the existing requirements in IFRS 9 by enabling entities to
classify at amortised cost some financial assets (loans and other debt instruments) and their passing of the SPPI
“solely payments of principal and interest” test, despite the availability of “prepayment features with negative
compensation”. Negative compensation exists when the terms of the contract allow the debtor to make an early
repayment of the instrument prior to its maturity, and the amount repaid may differ from the outstanding principal
and interest. An important condition is that this negative compensation should be reasonable and relevant to the
early termination of the contract. Prepayment itself is not a sufficient assessment indicator, i.e. it needs to be
determined based on the currently prevailing interest rate and other market conditions and circumstances and
depending on these – the amount of payment and benefit to the party initiating the early repayment. The
calculation approach of this compensation payment must be the same for both type of payments - the case of an
early repayment penalty and the case of an early repayment gain. Moreover, the respective asset should belong to
the category of assets “held to collect contractual cash flows” in the structure of the entity’s business model; (b) it
confirms (by means of an amendment to the Basis of Conclusion) that when a financial liability measured at
amortised cost is modified but not derecognised, the effect of the modification should be recognised in the profit
or loss. The effect is measured as the difference between the original negotiated cash flows and the ones, following
the modification, discounted at the original effective interest rate.
The adoption of these changes has not had any impact on the financial position or performance of the Company.
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2.3 Changes in accounting policies and disclosures (continued)
New and amended standards and interpretations (continued)
IAS 28 (amended) Investments in Associates and Joint Ventures: regarding long term interests in associates
and joint ventures
The amendment clarifies that an entity should apply IFRS 9 including its impairment requirements regarding
forms of long-term interests in associates or joint ventures that are part of the net investment in the associate or
joint venture but to which the equity method is not applied. The accounting for the impact under IFRS 9 for these
forms of interests shall be done before accounting for the distribution of losses and impairment under IAS 28. A
change in the intents or plans of the management are not regarded as evidence for a change in use.
The adoption of these changes has not had any impact on the financial position or performance of the Company.
IAS 19 (amended) Employee Benefits
This amendment clarifies that in case of changes to defined benefit plan amendments, curtailments or settlements,
upon determining the current service cost and net interest for the period following the change the entity is obliged
to use the assumptions made therein. Additionally, changes are envisaged to the presentation and disclosure of the
impact for changes to defined benefit plan amendments, calculation of past service, effects of changes in plans,
curtailments or settlements in relation to the plan asset ceiling.
The adoption of these changes has not had any impact on the financial position or performance of the Company.
Annual Improvements to IFRS Standards 2015-2017 Cycle: Improvements to IAS 23, IAS 12, and IFRS 3 in
relation to IFRS 11
These improvements introduce partial amendments to and editions of the respective standards primarily with a
view to remove the existing inconsistency or ambiguities in the application of the rules and requirements of
individual standards as well as to set out more precise terminology. These amendments are basically focused on
the following items and transactions: (a) they clarify that when an entity acquires control over a business, which
constitutes a joint operation, it should restate (remeasure) its previous held interest in the business under IFRS 3 as
a business combination achieved in stages; (b) when an entity acquires a joint control over a business which
constitutes a joint operation, it should not remeasure its previous held interest in the joint operation under IFRS 11;
(c) they clarify that all tax consequences on dividend income tax should be stated within profit or loss, or other
comprehensive income, or directly within equity – depending on where the respective transactions and/events
generating the respective distributable profits have been stated, as far as these consequences are related thereto;
and (d) they clarify if under special-purpose loans concluded to finance a specific qualifying asset remain
outstanding amounts after the asset is ready for its intended use or disposal, these loans shall be treated as part of
general-purpose financing for the purpose of calculating the capitalisation rate and amounts under IAS 23.
The adoption of these changes has not had any impact on the financial position or performance of the Company.

This is translation in English of the official separate financial statements issued in Bulgarian

31

INDUSTRIAL HOLDING BULGARIA AD
NOTES TO THE SEPARATE FINANCIAL STATEMENTS
For the year ended 31 December 2019

3. Significant accounting judgements, estimates, and assumptions
The preparation of the Company’s separate financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of
contingent liabilities, as at the reporting date, and the reported amounts of revenue and expenses during the
period. However, uncertainties related to these assumptions and estimates could result in actual outcomes that
require a material adjustment to the carrying amount of the respective assets or liabilities in future periods.
Judgements
In the process of applying the Company’s accounting policies, in addition to the estimates, the management has
made the following judgements, which have the most significant effect on the amounts recognized in the financial
statements.
Test for impairment of loans granted to related parties - subsidiaries
For the purposes of the impairment test, the loans granted to subsidiaries form part of the net investment of
Industrial Holding Bulgaria AD in these companies because the expected free cash flows of the subsidiaries from
their operating activities are used for the purpose both of repaying the received loans, as well as for distribution of
dividends. In this respect, the Company carries out the loan impairment test together with the investments in
subsidiaries. Detailed information on the main assumptions of the test is given in Note 12 below.
Impairment testing of investments in subsidiaries
For the purposes of the impairment testing of investments in subsidiaries, the management has identified cash
generating units (CGUs) in the sea transport and shipbuilding / ship repairs, representing the smallest identifiable
groups of assets that generate cash inflows that are largely independent of the cash inflows from other assets or
groups of assets. The recoverable amount of the CGUs has been determined using value in use calculation based
on cash flow projections reflecting the specifics of the business sectors, in which the CGUs are operating and the
management’s latest estimates on the expected performance over the forecast period. Detailed information is
disclosed in Note 12 below.
Going concern
As at 31 December 2019 the Company reported in the separate financial statements a positive working capital
amounting to BGN 257 thousand (2018: negative of BGN 6,230 thousand). In this respect the Company believes
that it will be able to repay successfully its current liabilities using funds generated from its operating activities
(proceeds from dividend distributions from subsidiaries, proceeds from interest on loans and deposits from
subsidiaries).
As at 31 December 2019, the Company reports current liabilities amounting to BGN 3,920 thousand representing
the current portion of an interest-bearing bank loan received to refinance the non-convertible portion of bond loan
with ISIN code BG 2100003156 and BGN 486 thousand received deposits from subsidiaries.
The Company is currently repaying its obligations under the interest-bearing bank loan in due time. Received
deposits from related parties are from subsidiaries that normally distribute dividends and are expected to be repaid
against their dividend payables during the next year.
Taking into account the above the management has concluded that the going concern assumption is applicable and
appropriate in the preparation of these separate financial statements.
Identification of related parties
Identification of relationships with related parties within the meaning of IAS 24 requires different management
judgements in respect of indications for control, significant influence and such involving key management
personnel. For these purposes, management uses different sources of information such as contractual
arrangements, historical data, analysis of specific facts and circumstances, which indicate such relationships. In
these separate financial statements, the management has identified the related party categories as disclosed in Note
20.
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3. Significant accounting judgements, estimates, and assumptions (continued)
Leases
The Company has used the following judgements that have material impact on the statement of financial position
and/or the statement of comprehensive income.
• Determining whether a contract is or contains a lease or lease elements
The Company has signed lease contracts for properties which it has identified and classified as leases and it is in
the capacity as lessee, as the underlying asset thereunder is clearly identified and the Company controls its use.
• Determining the incremental interest rate
The Company as a lessee cannot readily determine its incremental interest rate under the lease contracts required
to discount lease liabilities. It uses the incremental borrowing rate the Group would have to pay to borrow over a
similar term, and with a similar security, the funds necessary to obtain an asset of a similar value, over a similar
period of time, with a similar collateral and in a similar economic environment. The approach to the choice of
similar financing is based on the fact that all financing of the Group is negotiated at group level and the cost is
valid for all of the Group companies.
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4. Standards issued but not yet effective and not early adopted
The standards presented below are issued but are not yet effective or have not been early adopted by the Company
as at the date of approval for issue of these financial statements. It is disclosed what could be the effect on the
disclosures, financial position and performance reasonably expected when the Company first adopts these
standards, This is expected when they become effective.
IFRS 17: Insurance Contracts
This standard is not yet endorsed by the EC. It is not applicable to the Company.
IFRS 10 (amended) Consolidated Financial Statements and IAS 28 (amended) Investments in Associates
and Joint Ventures: Regarding the sale or contribution of assets between and investor and its associates or
joint ventures
These amendments address the accounting treatment of the sale or contribution of assets between an investor and
its associates or joint ventures. They confirm that the accounting treatment depends on whether the assets sold or
contributed constitute in substance a business as defined in IFRS 3. If these assets as an aggregate do not meet the
definition of a business, then the investor shall recognise gain or loss only to the extent of other unrelated
investor's interests in the associate or joint venture. In cases of sale or contribution of assets, which as an aggregate
constitute a business, the investor shall recognise the full gain or loss on the transaction. These amendments will
be applied on a prospective basis. IABS postponed the initial date of application of these amendments for an
indefinite period. The adoption of these amendments is not expected to have any impact on the financial position
or performance of the Company.
IFRS 3 (amended) Business Combinations
This change concerns the definition of “business” provided in the appendices to the standard and is related to the
difficulties that acquiring entities experience when determining whether they have acquired a business or a group
of assets. The amendment aims: (a) to clarify that to be considered a business, an acquired set of activities and
assets must include, at a minimum, an input and a substantive process that together significantly contribute to the
ability to create outputs; (b) to narrow the definitions of a business and of outputs by focusing on goods and
services provided to customers and by removing the reference to an ability to reduce costs; (c) to add guidance and
illustrative examples to help entities assess whether a substantive process has been acquired; (d) to remove the
assessment of whether market participants are capable of replacing any missing inputs or processes and continuing
to produce outputs; and (e) to add an optional concentration test that permits a simplified assessment of whether an
acquired set of activities and assets is not a business. These amendments have not yet been endorsed by the EC.
The Company will analyse and assess the effects of the amendments on its financial position or performance.
IFRS 9 (amended) Financial Instruments: Classification, IAS 39 (amended) Financial Instruments:
Recognition and Measurement and IFRS 7 (amended) Financial Instruments: Disclosures
These amendments are in force for annual periods beginning on or after 1 January 2020 and are related to the
uncertainty ensuing from the interest rates benchmark reform undertaken by the Financial Stability Board of G20.
This reform is aimed at replacing the existing interbank interest rates used as benchmarks in transactions with
financial instruments (for instance: Libor, Euribor, Tibor) with alternative benchmarks based on interbank offered
rates, and at developing alternative interest rates benchmark that are almost risk-free. The aim is to overcome
consequences on the financial reporting resulting from the reform in interest rates benchmark in the period before
the replacement of an existing interest rate benchmark with an alternative interest rate benchmark. The
amendments envisage temporary and limited relief to the hedge accounting requirements in IFRS 9 and IAS 39
allowing entities to continue observing the two standards while ignoring the reform’s effect. The Company will
analyse and assess the effects of the amendments on its financial position or performance.
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4. Standards issued but not yet effective and not early adopted (continued)
IAS 1 Presentation of Financial Statements and IAS 8 (amended) Accounting Policies, Changes in
Accounting Estimates and Errors
These changes are in force for annual periods beginning on or after 1 January 2020 and they related to providing a
more precise definition of "material" as stated in the two standards. According to them, the new definition of
‘material’ is: “Information is material if omitting, misstating or obscuring it could reasonably be expected to
influence decisions that the primary users of general-purpose financial statements make on the basis of those
financial statements, which provide financial information about a specific reporting entity ”. There are three new
aspects of the definition which should be noted: (а) “Obscuring”. The existing definition only focused on omitting
or misstating information. However, the Board concluded that obscuring material information with information
that can be omitted can have a similar effect. (b) “Could reasonably be expected to influence”. The existing
definition referred to 'could influence' which the Board felt might be understood as requiring too much information
as almost anything ‘could’ influence the decisions of some users even if the possibility is remote; and (c) "Primary
users" (existing or potential investors, lenders and other creditors) -the existing definition referred to 'users' which
again the Board feared might be understood too broadly as requiring to consider all possible users of financial
statements when deciding what information to disclose. Moreover, the amendments stress especially five ways
material information can be obscured: (а) if the language regarding a material item, transaction or other event is
vague or unclear; (b) if information regarding a material item, transaction or other event is scattered in different
places in the financial statements; (c) if dissimilar items, transactions or other events are inappropriately
aggregated; (d) if similar items, transactions or other events are inappropriately disaggregated; and (e) if material
information is hidden by immaterial information to the extent that it becomes unclear what information is material.
Moreover, the amendments clarify that referring to unclear information shall have the same effect as to omitted or
missing information, and that materiality shall be assessed by the entity in the context of the financial statements
taken as a whole. The Company will analyse and assess the effects of the amendments on its financial position or
performance.
Conceptual Framework for Financial Reporting and the respective references thereto in various IFRS
These amendments to the Framework which are in force for annual periods beginning on or after 1 January 2020
include revised definitions of “asset” and “liability”, as well as new guidance and concepts for their measurement,
derecognition, presentation, and disclosure. The amendments to the Conceptual Framework are accompanied by
amendments to some references thereto in the International Financial Reporting Standards, including IFRS 2,
IFRS 3, IFRS 6, IFRS 14, IAS 1, IAS 8, IAS 34, IAS 37, IAS 38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22 and
SIC 32. Some of the references state which version of the Conceptual Framework statements in the respective
standards should refer to (the IASC framework adopted by IASB in 2001, the IASB framework of 2010, or the
new revised framework dated 2018), while others specifically state that the standard ’s definitions have not been
updated in accordance with the framework’s latest amendments. The Company will analyse and assess the effects
of the amendments on its financial position or performance.
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5. Income from interest and dividends
In thousands of BGN
Dividend income
Interest income

Notes
20.2
20.2

2019
12,081
1,276
13,357

2018
6,593
1,359
7,952

Reported dividend income in 2019 amounted to BGN 12,081 thousand (2018: BGN 6,593 thousand) and were
distributed by:
In thousands of BGN
ZMM Bulgaria Holding AD
KRZ Port Bourgas AD
IHB Shipdesign AD
Odessos PBM EAD
Maritime Holding AD

Notes

2019
8,455
1,405
1,103
1,003
115
12,081

2018
3,372
1,405
353
1,373
90
6,593

Interest income is related to accrued interest income amounting to BGN 1,276 thousand (2018: BGN 1,359
thousand) from interest-bearing receivables from subsidiaries by granted cash loans.

6. Other operating income
In thousands of BGN
Rental income
Derecognized liabilities on shareholders‘rights sold
Revenue from services rendered

Notes
20.2
19
20.2

2019
69
69

2018
6
1
7

7. Personnel expenses
In thousands of BGN

2019

2018

Expenses on remunerations
Social security expenses and other social payments

(513)
(70)
(583)

(535)
(71)
(606)
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8. Other operating expenses
In thousands of BGN

2019

2018

Depreciation and amortization (Note 11, 14)
Expenses for materials
Other operating expenses

(221)
(28)
(45)
(294)

(73)
(33)
(85)
(191)

The accrued for the year amounts for services rendered by the registered auditor of the Company include an
independent financial audit - BGN 24 thousand (2018: BGN 24 thousand), which are included in the expenses on
hired services. There are no other non-audit services received by the registered auditor of the Company in 2019
and 2018.

9. Finance costs
In thousands of BGN
Interest expense on bank credit
Interest expenses on deposits
including related party expense
Interest expense on leases
Interest expense on bond loan ISIN BG 2100003156
including related party expense
Other finance expenses, related to bond issues, etc.
Bank loan fees
Negative differences from exchange rate
fluctuations
Other finance expenses
Finance costs

Notes

20.2
14
20.2

2019

2018

(286)
(21)
(21)
(15)
(17)

(260)
(18)
(18)
(678)
(488)
(5)
(17)

(5)
(344)

(8)
(5)
(991)

10. Income tax
The major components of income tax expense for the years ended 31 December 2019 and 2018 are:
In thousands of BGN
Current income tax expense
Deferred tax, relating to origination and reversal of temporary differences
Income tax (expense) / benefit reported in profit or loss for the period

2019

2018

1
1

(1)
(1)

The income tax rate applicable in 2019 is 10% (2018: 10%). The applicable tax rate remains unchanged in 2020.
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10. Income tax (continued)
The reconciliation between tax expense and the accounting profit multiplied by the Company’s tax rate for the
years ended 31 December 2019 and 31 December 2018 is as follows:
In thousands of BGN
Accounting profit before tax
Income tax at the Company's statutory tax rate of 10% for 2019 (2018: 10%)
Dividend income exempted from tax
Non-deductible expenses for tax purposes
Tax loss for which no deferred tax asset is recognized

2019

2018

12,052

5,892

(1,205)
1,208
(2)

(589)
659
(3)
(68)

1

(1)

Income tax (expense) / benefit at an effective tax rate of 0% (2018: 0%)
Deferred taxes as at 31 December 2019 and 2018 are related to the following:
In thousands of BGN

Statement of
financial position
2019

Deferred tax liabilities
Right-of-use assets
Deferred tax assets
Lease liabilities
Retirement benefits liability

Profit or loss for the
period

2018

2019

(96)

-

(96)

-

-

-

97
2

2

97
-

(1)

-

-

1

(1)

-

-

Deferred tax (expense) / benefit
Deferred tax asset / (liability), net

2018

Other
comprehensive
income
2019
2018

3

2

The Company has incurred tax losses as follows:
Tax period

Period for deduction of tax losses

BGN thousand
2015
2016
2017
2018
2019

by 2020
by 2021
by 2022
by 2023
by 2024

Total tax losses for deduction
Statutory tax rate
Recognised deferred tax asset
Not recognised deferred tax asset

2019

2018

3,885
2,013
27,467
675
4

3,885
2,013
27,467
675
-

34,044
10%
3,404

34,040
10%
3,404

Tax losses can be carried forward and offset against future taxable profits of the Company. Under the applicable
tax law in Bulgaria, the carry forward and deduction period of tax losses is five years.
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11. Tangible and intangible non-current assets

In thousands of BGN

Computers and
equipment

Fixtures and
fittings and
others

Vehicles

Total

Book value
Balance at 1 January 2018
Additions
Disposals
Balance at 31 December 2018

45
4
49

289
289

368
368

702
4
706

Balance at 1 January 2019
Additions
Disposals
Balance at 31 December 2019

49
9
58

289
289

368
2
370

706
11
717

Depreciation and impairment losses
Balance at 1 January 2018
Depreciation charge for the year
Depreciation of assets written off
Balance at 31 December 2018

45
1
46

113
36
149

304
35
339

462
72
534

Balance at 1 January 2019
Depreciation charge for the year
Depreciation of assets written off
Balance at 31 December 2019

46
4
50

149
36
185

339
24
363

534
64
598

Carrying amounts
Balance at 1 January 2018

-

176

64

240

Balance at 31 December 2018

3

140

29

172

Balance at 31 December 2019

8

104

7

119

The Company has no imposed restrictions regarding the ownership rights of its tangible non-current assets and no
assets have been pledged as a security for liabilities or other commitments.
Intangible non-current assets
The intangible assets owned by the Company are insignificant; therefore, a detailed note for their movements
during the year has not been prepared. The carrying amount of the intangible assets as at 31 December 2019 is
BGN 1 thousand (2018: BGN 2 thousand). The accrued amortisation for the year ended 31 December 2019 is
BGN 1 thousand (2018: BGN 1 thousand).
Impairment of tangible and intangible non-current assets
Based on the review of the impairment indicators related to tangible and intangible non-current assets, the
management of the Company has not identified indicators of impairment showing that the carrying amount of the
assets exceeds their recoverable amount.
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12. Investments in subsidiaries
The Company has the following investments as at 31 December 2019 and 31 December 2018:

In thousands of BGN
ZMM Bulgaria Holding AD
Privat Engineering EAD
KRZ Port Bourgas AD
Maritime Holding AD
International Industrial Holding Bulgaria
AG
KLVK AD
IHB Shipdesign AD
Bulyard Shipbuilding Industry AD
Odessos PBM AD

2019
Country of
Cost of
Percentage
incorporation investment of interest
Bulgaria
7,885
99.998
Bulgaria
57,220
100.000
Bulgaria
4,774
99.65
Bulgaria
400
61.000
Switzerland
130
100.000
Bulgaria
46,096
67.96
Bulgaria
70
70.00
Bulgaria
63,371
95.890
Bulgaria
23,653
100.000
203,599

2018
Cost of
Percentage
investment of interest
7,885
99.998
57,220
100.000
4,774
99.65
400
61.000
130
46,096
70
63,371
23,653
203,599

100.000
67.96
70.00
95.890
100.000

The Company owns also 2 shares in the capital of ZMM Bulgaria Holding AD’s subsidiary IHB Metal Castings
AD.
Impairment testing
As of 31 December 2019, the management of the Company has analysed and found that there are indicators of
impairment of some of the investments in subsidiaries (shown below). In 2019, the Company has not recognised
any impairment loss on its investments in the abovementioned companies (the Company has not recognised any
impairment loss on its investments in 2018).
Consistent with the approach followed in prior reporting periods, the management has identified three cash
generating units (CGU) related to the identified investments:
• Privat Engineering EAD (maritime transport sector/ industry)
• KLVK AD (maritime transport sector/ industry)
• Shipbuilding industry (business sector: shipbuilding/ship repairs and other activities) through the
subsidiary Bulyard Shipbuilding Industry AD.
The carrying amount of investments in subsidiaries allocated to each of the CGUs at the reporting date is:

In thousands of BGN
CGU Privat Engineering
CGU KLVK
CGU Shipbuilding industry

Carrying amount of the investment, allocated
to each CGU
2019
2018
57,220
46,096
63,371
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12. Investment in subsidiaries (continued)
Impairment testing (continued)
The carrying amount of loans granted to the subsidiaries which are part of the net investment of IHB AD in the
subsidiaries allocated to each CGU as at the reporting date is as follows:

In thousands of BGN
CGU Privat Engineering
CGU KLVK
CGU Shipbuilding industry

Carrying amount of the loans granted, allocated
to each CGU
2019
2018
18,025
9,686
23,409

16,234
8,729
24,775

The carrying amount of the net investment in subsidiaries for which the Company has performed an impairment
test in 2019 amounts to BGN 217,807 thousand, and in 2018 – BGN 216,425 thousand.
The management performed an impairment test of the investments in the three cash generating units (which are
described above) as of 31 December 2019. This assessment was triggered by the following factors, which affect
equally all three CGUs:
•
The negative effects of the economic downturn on the world economy and trade and the respective effects
on the business sectors of maritime transport, ship building and ship repair and especially:
- relatively low levels of charters worldwide and accordingly applicable to ships owned by the
indirect subsidiaries of Industrial Holding Bulgaria AD.
- decrease, although to a smaller extent, of the expenses for repair and maintenance of the ships.
•
The increased worldwide competition in the sectors of maritime transport, shipbuilding and ship repair.
The recoverable amount of the three CGUs has been determined using value in use calculation based on cash flow
projections covering the remaining useful life of the vessels taken out from a total 25-year period for CGU Privat
Engineering EAD and CGU KLVK AD CGU and 5-year period for CGU Shipbuilding industry. The projected
cash flows of the entities for CGU Privat Engineering EAD and CGU KLVK AD are based on budget 2020-2021
approved by the management and thereafter - based on adjusted industry average annual time-charter rates for the
respective ship type for the period 2005-2019, reduced by the applicable for the industry % variable expenses on
time-charters. The projected cash flows of CGU Shipbuilding industry are based on budget 2020-2022 approved
by the management of Bulyard Shipbuilding Industry and extrapolated for the above-mentioned periods. These
projections reflect the specifics of the business sectors of the CGU-maritime transport and the CGU-shipbuilding
and repair as well as the latest management estimates on the expected performance over the projected period. The
value of the CGUs after the explicit forecast period is based on terminal value estimates.
The recoverable amount of the CGU Shipbuilding industry, CGU Privat Engineering and CGU KLVK AD are
higher than the amounts of the net investments in the respective entities. As a result, the Company has not
recognised impairment loss in its investments in Bulyard Shipbuilding industry AD, Privat Engineering EAD and
KLVK AD.
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12. Investments in subsidiaries (continued)
Impairment testing (continued)
Key assumptions used in the value in use calculations
The calculation for the value in use of the three CGUs is based on following key inputs for each business sector
based on previous experience and external information:
• Maritime transport (CGU Privat Engineering and CGU KLVK):
- Expected revenues from ship operations – for the first two years determined based on management
estimates reflecting the effects of the current economic environment and thereafter based on the
industry average annual time-charter rates for the period 2005-2019 for the respective ship type and
on the vessel specific historic performance;
- Expected expenses for support and maintenance of the ships – based on adjusted industry average
annual operating expenses for the respective ship type and on the vessel specific historic
performance;
- Expected investments in repairs and maintenance of the ships – based on the industry average values
for the respective ship type and on the vessel specific historic performance;
- Days of utilisation of the ships – based on the industry averages for the respective ship type and
taking into account the historical results of the vessel concerned;
•

Shipbuilding and ship repair (CGU Shipbuilding industry)
- Expected revenues from ship repair, reconstructions, and production of metal constructions and ship
sections and hulls;
- Expected expenses for completion of planned activities;
- Capital expenditures for maintenance of the assets in operating condition;
- Restructuring of the activities of Bulyard Shipbuilding Industry AD and the shift of the management
to leasing unused areas and warehouses.

Discount rate
The management has applied a post –tax discount rate as follows:
• 7.41% of CGU Privat Engineering and CGU KLVK (2018:7.87%);
• 10.02% (2018: 10.33%) of CGU Shipbuilding industry.
The discount rates are based on the weighted average cost of capital for similar to Industrial Holding Bulgaria
Group companies adjusted for local and specific risk factors for the respective business sector in which the CGU is
operating – maritime transport or shipbuilding/ship repair.
Residual (terminal) value
When determining the terminal value in the impairment test described above, the management has used a terminal
growth rate of 2.5% (2018: 2.5%), which according to the management reflects the projected levels of inflation
globally (and in Bulgaria in particular).
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12. Investments in subsidiaries (continued)
Impairment testing (continued)
The tables below provide a sensitivity analysis of the key valuation assumptions (time-charter equivalent/ revenues
and discount rate) and the related amounts of impairment losses:

In thousands of BGN

Impairment loss of investment in CGU
Shipbuilding industry
2019

2018

Discount rate
Increase of 0.5%

(687)

(565)

Decrease of 0.5%

none

none

Increase of 0.5%

none

none

Decrease of 0.5%

none

none

Revenue

In thousands of BGN

Impairment loss of
investment in CGU
Privat Engineering

Impairment loss of
investment in CGU
KLVK

2019
Discount rate
Increase of 0.5%

none

none

Decrease of 0.5%

none

none

Increase of 0.5%

none

none

Decrease of 0.5%

none

none

Revenue

In thousands of BGN

Impairment loss of
investment in CGU
Privat Engineering

Impairment loss of
investment in CGU
KLVK

2018
Discount rate
Increase of 0.5%

none

none

Decrease of 0.5%

none

none

Increase of 0.5%

none

none

Decrease of 0.5%

none

none

Revenue
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13. Trade and other receivables
In thousands of BGN
Prepayments and receivables from customers related
parties
Prepaid services and advances
Dividend receivables from related parties

Notes

2019

2018

20.1

11

8

20.1

1
12

3
373
384

14. Leases
On 1 January 2019, the date of initial application of IFRS 16, under an office (building) rental contract in effect,
the Company recognised a right-of-use asset and lease liability. The terms of this lease contract were renegotiated
in 2019 and its term was extended until 2025 and the monthly rent was increased. The Company subleases part of
the rented office to its subsidiaries. The sublease contracts are classified as operating leases as they do not transfer
substantially all risks and rewards associated with the ownership over the leased properties. The Company has
recognised income from the sublease to its subsidiaries of part of the office at the amount of BGN 69 thousand.
(Note 20.2)
The Company has signed a rent contract in the capacity as lessee for a term of 6 years and 3 months, the latter
being the term of the sublease contracts.
Right-of-use assets
In thousands of BGN
Book value
Recognition upon initial application of IFRS 16 on 1 January 2019
Newly recognised assets
Remeasurement of the lease liability
Depreciation written off due to remeasurement
On 31 December 2019
Accumulated depreciation
Recognition upon initial application of IFRS 16 on 1 January 2019
Depreciation charge for the period
Depreciation written off due to remeasurement
On 31 December 2019
Net carrying amount:
As at 1 January 2019 (Note 2.3.)
As at 31 December 2019

Buildings

Total

772
347
(116)
1,003

772
347
(116)
1,003

156
(116)
40

156
(116)
40

772
963

772
963

Impairment of right-of-use assets
Based on the review for impairment of right-of-use assets as at 31 December 2019 the Company's management
has not identified any indicators that the carrying amount of the assets exceeds their recoverable amount.
The underlying lease assets cannot be used as collateral under other contracts.
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14. Leases (continued)
Lease liabilities
In thousands of BGN

2019

Recognition upon initial application of IFRS 16 on 1 January
Increase in lease liabilities
Remeasurement of lease payables related to existing liabilities
Decrease in lease liabilities
Interest expense for the period
Lease payments for the period
As at 31 December

772
347
15
(162)
972

Long-term portion
Short-term portion

817
155

The average weighted incremental interest rate used by the Company upon the recognition of lease liabilities in
2019 is 1.7%.
Total cash outflow under lease contracts
In 2019 the total cash outflow of the Company under lease contracts amounts to BGN 162 thousand.
The maturity analysis of the future undiscounted operating lease proceeds on operating leases by year is as
follows:
In thousands of BGN

Within one year
One to five years
Over five years
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15. Cash and cash equivalents
In thousands of BGN

Notes

Cash in hand
Cash at banks – related parties
Cash at banks - others

20.1

2019

2018

3
108
1,548
1,659

2
95
386
483

Cash and cash equivalents in BGN are measured at nominal value and those in foreign currency – at the closing
rate of Bulgarian National Bank at the reporting date. Foreign exchange losses/gains are reported as current
income or expense.

16. Issued capital and reserves
The share capital is reported at its par value in accordance with the Company’s legal registration .

In thousands of BGN
107,400,643 ordinary shares with a nominal of BGN 1 each

2019

2018

107,400
107,400

107,400
107,400

The share capital of the Company comprises 107,400,643 registered non-cash voting shares with par value of
BGN 1 each which are traded on the Bulgarian Stock Exchange. The share capital is subscribed at nominal value
and is fully paid in. There are no preference shares and shares payable to bearer.
On 5 May 2018, a capital increase of 30,000,000 shares with a nominal amount of BGN 1 was registered in the
Commercial Register of the Registry Agency as a result of the conversion of 300,000 bonds with a conversion
ratio of one hundred shares per one bond.
The shareholders in Industrial Holding Bulgaria AD as at 31 December 2019 who hold over a 5% of the share
capital of the Company are as follows:
Shareholder

Number of shares as at
31.12.2019

2019

2018

BULLS AD
Venside Enterprises
DZH AD
Industrial Holding Bulgaria AD*
Other

37,608,121
35.02%
35.02%
7,089,320
6.60%
6.60%
8,957,874
8.34%
8.34%
6,648,222
6.19%
3.22%
47,097,106
43.85%
46.82%
107,400,643
100.00%
100.00%
* Redeemed treasury shares on these shares on the grounds of art. 187а, para 3 of the Commercial Act, exercising
of voting right was suspended until their transfer.
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16. Issued capital and reserves (continued)

Reconciliation of issued shares:

Number of
shares

Amount

In thousands of BGN
Ordinary shares issued and fully paid in
At 1 January 2018

77,400,643

77,400

Issued new 30,000,000 ordinary, registered, dematerialised, freely transferable
shares as a result of the conversion of 300,000 registered dematerialized
convertible bonds (5 May 2018)

30,000,000

30,000

At 31 December 2018

107,400,643

107,400

At 31 December 2019

107,400,643

107,400

Reconciliation of the share premium

Amount

In thousands of BGN
At 1 January 2018
At 31 December 2018
At 31 December 2019

30,604
30,604
30,604

Statutory and additional reserves
Statutory reserves are set aside by joint-stock companies like Industrial Holding Bulgaria AD from retained
earnings in accordance with the provisions of article 246 of the Commercial Act. They are set aside until one-tenth
or more of the capital is reached. At 31 December 2019 the statutory and additional reserves are 9,661 BGN
thousand (2018: BGN 9,661 thousand).
Redeemed treasury shares
In 2017, the General Meeting of Shareholders took a new decision to buy back their own shares. Deadline for the
redemption - up to 5 (five) calendar years from the expiration of the term for redemption of own shares of
Industrial Holding Bulgaria AD pursuant to a previous decision of the General Meeting of Shareholders held on 17
December 2012 and supplemented on 21 June 2016, i.e. from 17 December 2017. The number of shares to be
redeemed each year for the five-year period is up to 3% of the registered capital of the Company for each calendar
year but no more than 10% total for the entire redemption period and no more than 10% so the entire capital of the
Company. The redemption should be done with a minimum purchase price of BGN 0.70 per share and a maximum
purchase price of BGN 1.20 per share.
The selected investment intermediary is DSK Bank.
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16. Issued capital and reserves (continued)
The total number of treasury shares held as of 31 December 2017 is 421,680 shares totalling BGN 346 thousand.
For the period 1 January 2018 - 31 December 2018 160,225 treasury shares were sold at the amount of BGN 145
thousand at a selling price of BGN 157 thousand and 3,200,729 treasury shares were purchased at the amount of
BGN 3,107 thousand. The number of redeemed treasury shares as at 31 December 2018 was 3,462,184 shares of
total amount of BGN 3,308 thousand.
For the period 1 January 2019 - 31 December 2019, 3,186,038 treasury shares were purchased at the amount of
BGN 3,228 thousand. The number of the redeemed treasury shares as at 31 December 2019 was 6,648,222 shares
of a total amount of BGN 6,536 thousand.

16 (а). Earnings per share
Basic earnings per share are calculated by dividing the financial result for the year by the weighted average
number of ordinary shares outstanding for the year (after deducting the average weighted number of redeemed
treasury shares held).
The calculation of basic earnings per share as of 31 December 2019 is based on the net profit attributable to
ordinary shareholders of BGN 12,053 thousand (2018: BGN 5,891 thousand) and a weighted average number of
ordinary shares available for the year ended 31 December 2019 of 102,438 thousand (31 December 2018: 95,324
thousand).
Earnings per share are calculated by dividing the net profit for the period attributable to the ordinary shareholder
by the average-weighted number of ordinary shares during the period. The calculations are as follows:

Profit for the year (in thousands of BGN)
Average weighted number of ordinary shares (thousands)

2019

2018

12,053
102,438

5,891
95,324

0.118

0.062

Basic earnings per share (in BGN)

The average weighted number of shares in 2019 and 2018 was calculated based on the movement in the number of
shares outstanding as follows:
Thousand shares
Issued ordinary shares at the beginning of the period
Redeemed shares at the beginning of the period
Number of shares outstanding at the beginning of the period

2019
107,400
(3,462)
103,938

2018
77,400
(421)
76,979

(3,186)
-

(3,201)
160
30,000

Issued ordinary shares at the end of the period
Redeemed shares at the end of the period
Number of shares outstanding at the end of the period

107,400
(6,648)
100,752

107,400
(3,462)
103,938

Average weighted number of ordinary shares during the
period

102,438

95,324

Redeemed shares during the period
Sold treasury shares during the period
Issue of new shares outstanding during the period
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17. Interest bearing loans and borrowings
In thousands of BGN

31 December
2019

31 December
2018

13,046
13,046

16,960
16,960

9,126
3,920

13,038
3,922

Liabilities on loans from financial institutions

Long-term portion
Short-term portion

In March 2018, Industrial Holding Bulgaria AD signed a bank loan agreement for the partial refinancing of the
debenture loan amounting to EUR 10,000 thousand. On 4 April 2018, the full amount of the loan was utilised. The
loan term is until 30 April 2023 and is repayable in equal instalments as of May 2018. A fixed interest rate of 1.9%
per annum is agreed. The guarantors under the contract are subsidiaries. The contract is secured by mortgages on
real estate (land and buildings) of a subsidiary.
The bank loan agreement imposes compliance with certain financial terms as follows:
• The Company should maintain a ratio of equity to total assets of not less than 60% (on a consolidated
basis);
• The Company should maintain an EBITDA to interest expenses ratio of not less than 4 times (on a
consolidated basis);
• For the year ended 31 December 2019, the Company should maintain a leverage (financial debt to
EBITDA ratio) of no more than 3.5 times. Financial debt is calculated as the amount of the Company's
debt solely to the creditor bank and the financial debts of the guarantors, and EBITDA - the amount of
the EBITDA of the guarantors;
• The Company should maintain a debt service coverage ratio (DSCR) of not less than 1.25 times until the
final repayment of the loan. The condition applies only to the Company's loan obligations and EBITDA
is that of the guarantors.
These financial terms are calculated on an annual basis. In cases of non-compliance, the creditor bank has the right
to require early repayment of the loan and / or to proceed to the compulsory collection of the payables under the
contract.
As at 31 December 2019, on the basis of preliminary consolidated data and preliminary data of the guaranteeing
subsidiaries, the Company has observed the financial ratios in accordance with the undertaken commitments.
Also, the Company must comply with certain non-financial conditions, compliance with which is monitored on an
annual basis other than the calendar year.
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18. Retirement benefit liability
The estimate of the retirement benefits liability is in accordance with the requirements of the Labour Code and
IAS 19 and as at 31 December 2019 it amounts to BGN 25 thousand (31 December 2018: BGN 22 thousand).
There are no reasonably possible changes in the key assumptions that could have a significant impact on the
retirement benefit liability as at the end of the reporting period.
The average maturity of the retirement benefit liability is approximately 20.5 years (2018: 20.5 years).

19. Trade and other payables
In thousands of BGN

Notes

Payables to suppliers
Payables for shareholders‘rights sold
Payables to social security institutions
Other payables

2019

2018

16
15
10
8
49

8
15
9
14
46

Liabilities on sold shareholders’ rights at 31 December 2019 and 2018 at the amount of BGN 15 thousand is due to
the issuance of bond with ISIN code BG2100003156 in 2015.
The payment of the liability on the shareholder rights sold is still in progress.
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20. Related party disclosures
The Company considers that it is related party in compliance with IAS 24 definitions with the following:
I. Parties exercising control within the meaning of IAS 24:
• Bulls AD, a company which owns directly and indirectly through a subsidiary 41.62% in Industrial
Holding Bulgaria AD, and which in view of the dispersed shareholding structure of Industrial Holding
Bulgaria AD as former privatization fund with more than 50,000 shareholders and the quorums at the
General Meetings of Shareholders over the past two years have allowed the exercise of majority vote and
control in the General Meeting of Shareholders of Industrial Holding Bulgaria AD
• Dimitar Zhelev controlling Bulls AD and husband of the Chief Executive Officer of Industrial Holding
Bulgaria AD - Daneta Zheleva.
The judgment for exercise of control as described above is reassessed on a regular basis.
II. Key management personnel, including the Management and Supervisory Board of the Company.
III. Entities under common control of the parties exercising control within the meaning of IAS 24 (under point I)
IV. Entities over which the parties exercising control within the meaning of IAS 24 (point 1) have a significant
influence or are members of their key management personnel.
V. Subsidiaries
•

Direct subsidiaries
The direct subsidiaries of Industrial Holding Bulgaria AD at 31 December 2019 and 31 December 2018 are
presented in Note 12.

•

Indirect subsidiaries
IHB Electric AD (in liquidation), IHB Metal Casting AD, ZMM Nova Zagora AD are indirect subsidiaries
of Industrial Holding Bulgaria AD because they are subsidiaries of the direct subsidiary of Industrial
Holding Bulgaria AD – ZMM Bulgaria Holding AD. Tirista Ltd. and Karvuna Ltd. are indirect subsidiaries
because they are subsidiaries of the subsidiary of Industrial Holding Bulgaria AD – Privat Engineering
EAD. Bulport Logistika AD and Odria LTD are indirect subsidiaries because they are subsidiaries of the
direct subsidiary of Industrial Holding Bulgaria AD – KLVK AD.

20.1 Receivables from and payables to related parties
Loans granted to related parties
In thousands of BGN
Subsidiaries

Type of
transaction
Principal
Interest

Long-term portion
Short-term portion
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2019

2018

51,973
150
52,123

50,593
108
50,701

48,927
3,196

50,593
108
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20. Related party disclosures (continued)
20.1 Receivables from and payables to related parties (continued)
Trade and other receivables
In thousands of BGN
Subsidiaries
Entities over which the parties exercising control in
accordance with IAS 24 (point 1) have a significant
influence or are members of their key management
personnel

Type of
transaction
Dividends
Prepaid
expenses

Cash at banks – related parties
In thousands of BGN
Entities over which the parties exercising control in
accordance with IAS 24 (point 1) have a significant
influence or are members of their key management
personnel

Deposits received from related parties
In thousands of BGN
Subsidiaries

Note
Principal
Interest

Long-term portion
Short-term portion

2019

2018

11

373
8

11

381

2019
108

2018
95

108

95

2019
485
1
486
486

2018
3,232
5
3,237
3,237

The deposits received from subsidiaries as at 31 December 2019 are unsecured with fixed interest rate and a term
before 31 December 2020. The terms and conditions of deposits as at 31 December 2018 are the same and their
maturity date is the end of 2019.
20.2 Related party transactions
Sales
In thousands of BGN
Subsidiaries

Type of transaction
Dividend income
Rental income
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2019
12,081
69
12,150

2018
6,593
69
6,662
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20. Related party disclosures (continued)
Purchases
Entities exercising control within the meaning of
IAS 24
Entities under common control of the persons
exercising control within the meaning of IAS 24
Entities over which the people exercising control
within the meaning of IAS 24 (under point 1) have
a significant influence or are members of their
key management personnel

Type of transaction
Interest expense and
other finance costs
related to bond issues
Interest expense and
other finance costs
related to bond issues
Other finance costs

2019
-

2018
430

-

58

1

2

Expenses on hired
services
Revenue from sales of
services and PPE

17

11

-

1

18

502

Loans granted to related parties
In thousands
of BGN

Subsidiaries
Subsidiaries

31 December
2019
31 December
2018
31 December
2019
31 December
2018

Amounts
provided

Nonmonetary
(increase) /
decrease

Principal
repaid

Interest
income

Interest
received

(1,595)

(3,679)

3,957

1,276

1,171

(7,514)

(962)

7,143

1,359

1,086

(1,595)

(3,679)

3,957

1,276

1,171

(7,514)

(962)

7,143

1,359

1,086

In 2019, the Company provided loans to related parties amounting to BGN 1,595 thousand (2018: BGN 7,514
thousand). As at 31 December 2019 the loans provided are unsecured and have a payback period 2020-2023. The
agreed interest rates are between 2% and 3%.
In 2019, non-monetary movements in related party loans represent a transformation of a receivable from a
subsidiary into a borrowing-related arrangement. Non-monetary movements in 2019 are presented net and include
an increase of principal amounting to BGN 3,742 thousand and a decrease of interest amounting to BGN 63
thousand.
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20. Related party disclosures (continued)
Deposits received from related parties
In thousands
Received
of BGN
amounts
Subsidiaries
Subsidiaries

31 December
2019
31 December
2018
31 December
2019
31 December
2018

Non-cash
increase /
(decrease)

Principal
paid in

Interest
expense

Interest
paid

1,443

(4,211)

-

(21)

(4)

3,732

(652)

(150)

(18)

(11)

1,443

(4,211)

-

(21)

(4)

3,732

(652)

(150)

(18)

(11)

Non-monetary movements in the deposits received from related parties represent offsetting of the liabilities on
deposits against the Company's receivables due to joint interests during the current year.
Terms and conditions of transactions with related parties
The sales to and purchases from related parties are made on contractual terms. Outstanding balances at the yearend are unsecured (except for loans) and interest free (except for loans) and settlement occurs in cash. There have
been no guarantees provided or received for any related party receivables or payables, except for the ones listed
below. For the year ended 31 December 2019, the Company has recorded no impairment of receivables relating to
amounts owed by related parties (2018: nil). This assessment is undertaken each financial year through examining
the financial position of the related party and the market in which the related party operates.

Remuneration of the key management personnel
In thousands of BGN
Remuneration of the Executive Directors, MB and SB, including social security
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2019

2018

145

145
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21. Commitments and contingencies
Legal claims
No legal claims are filed against the Company.
Guarantees
Under a signed contract with a commercial bank to provide credit limit for issuance of bank guarantees, letters of
credit and working capital funding for the Holding and/or group companies amounting to a maximum of BGN
10,000 thousand, as of 31 December 2019:
• bank guarantees were issued for the Group companies - KRZ Port Bourgas AD, Bulyard Shipbuilding
Industry AD, Odessos PBM EAD, ZMM Sliven AD, ZMM Nova Zagora AF and IHB Metal Castings
AD at the amount of BGN 708 thousand (31 December 2018: BGN 294 thousand);
• guarantorship was issued in relation to a liability of KRZ Port – Bourgas AD at the amount of BGN 3,000
thousand (31 December 2018: nil);
• and a revolving credit line was opened for working capital funding at the amount of BGN 7,000 thousand
(31 December 2018: BGN 7,000 thousand). As at 31 December 2019 the amount utilised by the
subsidiary ZMM Sliven AD under this revolving credit line for working capital funding amount to BGN
195 thousand, Odesos PBM AD – BGN 300 thousand, KRZ Port Bourgas AD – BGN 115 thousand and
ZMM Nova Zagora AD – BGN 700 thousand (presented on a net basis).
As at 31 December 2019 the unutilised limit under this contract for credit limit amounts to BGN 4,982 thousand.
The contract with the bank is secured with a specific pledge on the trading company KRZ Port Bourgas AD as a
set of rights, obligations, and actual relations with registration of the underlying assets in the relevant registries.

Securities
In connection with a bank loan received for the partial refinancing of the debenture loan, the Company signed a
financial collateral contract by pledge on receivables with a right of use on all its accounts with the creditor bank
at an amount not less than the amount of the obligation on the loan and no more than EUR 10,000 thousand.
Other matters
The management of the Company is of the opinion that no significant risks exist as a result of the dynamic fiscal
and regulatory environment in Bulgaria that might require adjustments or disclosure in the financial statements for
the year ending 31 December 2019.
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22. Financial instruments
Financial risk management
Review
The Company is exposed to the following risks from its use of financial instruments:
• credit risk
• liquidity risk;
• market risk.
This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of capital.
Risk management framework
The Management Board has overall responsibility for the establishment and oversight of the Company’s risk
management framework.
The Company’s risk management policies are established so as to identify and analyze the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities. The Company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment in which all employees understand their roles and
obligations.
The Company’s Audit Committee oversees how management monitors compliance with the Company’s risk
management policies and procedures and reviews the adequacy of the risk management framework in relation to
the risks faced by the Company. The Company’s Audit Committee is assisted in its oversight role by Internal
Audit. Internal Audit undertakes both regular and ad hoc reviews of risk management controls and procedures, the
results of which are reported to the Audit Committee.
The structure of financial assets and liabilities is as follows:
In thousands of BGN

Note

31 December 2019

31 December 2018

20.1

52,123

50,701

15

1,659

483

-

373

53,782

51,557

17

13,046

16,960

14

972

-

20.1

486

3,237

19

31

24

14,535

20,221

Financial asset
Financial assets at amortised cost
Loans granted to related parties
Cash and cash equivalents
Trade and other receivables
Total financial assets
Financial liabilities
Financial liabilities at amortised cost
Interest-bearing loans and borrowings
Lease liabilities
Deposits received from related parties
Trade and other payables
Total financial liabilities
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22. Financial instruments (continued)
Credit risk
Credit risk is the risk of a financial loss if a client or counterparty to a financial instrument fails to discharge its
contractual obligations. Credit risk results primarily of receivables from customers and related parties.
Exposure to credit risk
The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit
risk at the reporting date was:
In thousands of BGN
Cash and cash equivalents
Loans granted to related parties

2019

2018

1,656
52,123
53,779

481
50,701
51,182

Other receivables
The Company’s exposure to credit risk results mainly from the individual characteristics of each customer.
However, management also considers the demographics of the Company’s customer base, including the default
risk of the industry and country in which customers operate, as these factors may have an influence on credit risk,
especially is case of deteriorating economic conditions.
The receivables of the Company as of 31 December 2018 are mainly from related parties in relation to the
investments in shipping and shipbuilding. Any amounts of financing provided are approved by the Management
Board of the Company.
For the purposes of the impairment test, the loans granted to subsidiaries form part of the net investment of
Industrial Holding Bulgaria AD in these companies as the expected free cash flows of the subsidiaries from their
operating activities are used for the purpose both of repaying the received loans, as well as for distribution of
dividends. In this respect, the Company carries out the impairment test for loans, together with investments in
subsidiaries.
The maximum exposure to credit risk for other receivables at the reporting date by geographic region was:
In thousands of BGN
Receivables from Group companies, registered in
Bulgaria
Receivables from Group companies, registered in third
countries
Other receivables from third parties, registered in
Bulgaria

2019

2018

29,896

28,187

22,227

22,514

52,123

50,701

Investments
Investments are mainly in businesses and companies where the Holding has controlling interest and can determine
the strategy of their development. Portfolio investments are mainly in liquid securities. The management does not
expect any default on such investments.
Guarantees
The Company’s policy is to provide financial guarantees only to subsidiaries, after obtaining approval from the
Management Board and the Supervisory Boards.
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22. Financial instruments (continued)
Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Company’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities
when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Company’s reputation.
The Company has put in place financial planning process which ensures that it has sufficient cash to meet its
expenses and current payables for a 30-day period, including the servicing of financial obligations; this planning
excludes the potential impact of extreme circumstances that cannot reasonably be predicted.
The following are the contractual maturities of financial liabilities, including estimated interest payments and
excluding the impact of netting agreements:
31 December 2019
In thousands of BGN

Non-derivatives liabilities
Trade and other payables
Interest-bearing loans and
borrowings
Lease liabilities
Deposits received from
related parties

Carrying

Contractual

6 months

6-12

amount

cash flows

or less

months

1-2 years

2-5 years

Over

5

years

31

(31)

(31)

-

-

-

-

13,046
972

(13,491)
(1,023)

(2,079)
(85)

(2,060)
(85)

(4,060)
(171)

(5,292)
(511)

(171)

486
14,535

(493)
(15,038)

(5)
(2,200)

(488)
(2,633)

(4,231)

(5,803)

(171)

31 December 2018
In thousands of BGN

Non-derivative liabilities
Trade and other payables
Interest-bearing loans and
borrowings
Deposits received from
related parties

Carrying

Contractual

6 months

6-12

amount

cash flows

or less

months

24

(24)

(24)

16,960

(17,662)

(2,109)

3,237
20,221

(3,282)
(20,968)

(25)
(2,158)

1-2 years

2-5 years

Over

5

years

-

-

-

(2,091)

(4,125)

(9,337)

-

(3,257)
(5,348)

(4,125)

(9,337)

-

It is not expected that the cash flows included in the maturity analysis could occur significantly earlier, or at
significantly different amounts.
Market risk
Market risk is the risk that changes in market prices, such as exchange rates, interest rates or prices of equity
instruments will affect the income of the Company or the value of its investments. The purpose of market risk
management is to control the exposure to market risk within acceptable limits through return rate optimization.
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22. Financial instruments (continued)
Currency risk
The Company is exposed to currency risk on purchases and/or sales, and/or borrowings that are denominated in a
currency other than the functional currency of the Company - the BGN. The currencies in which these transactions
primarily are denominated are in (EUR) and (USD). Effective 1999, the Bulgarian Lev (BGN) rate is fixed to the
Euro (EUR). The exchange rate is BGN 1.95583 / EUR 1.0.
Interest on borrowings is denominated in the currency of the borrowing. Generally, borrowings are denominated in
currencies that match the cash flows generated by the underlying operations of the other party on the loan contract,
primarily BGN and Euro, but also USD. This provides an economic hedge without derivatives being entered into
and therefore hedge accounting is not applied in these circumstances.
Exposure to currency risk
The Company's exposure to currency risk is as follows based on contingent amounts:
In thousands of BGN
Loans granted to related parties
Cash and cash equivalents
Trade and other receivables
Lease liabilities
Interest-bearing loans and borrowed funds
Deposits received from related parties
Trade and other payables

BGN
EUR
USD
31 December 2019
3,798
48,325
1,647
11
1
(486)
(31)

(972)
(13,046)
-

4,928

34,318

BGN
EUR
USD
31 December 2018
3,412
47,289
417
15
51
373
(16,960)
(3,237)
(24)
-

1

941

30,344

51

Financial instruments denominated in EUR are not exposed to currency risk due to the fixed BGN/EUR exchange
rate. The following significant exchange rates are applicable during the year:

USD

Average exchange rate for the
period
2019
2018
1.74700
1.65763

Exchange rate as at the
reporting date
2019
2018
1.74099
1.70815
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22. Financial instruments (continued)
Sensitivity to foreign currency
The following tables demonstrate the sensitivity to a reasonably possible change in USD / BGN exchange rate,
with all other variables held constant. The impact on the Company’s profit before tax is due to changes in the fair
value of monetary liabilities. The Company’s exposure to foreign currency changes for all other currencies is not
material.
In thousands of BGN
2019
2018

Change in
USD rate
+1%
-1%

Effect on profit
before tax
-

+1%
-1%

1
(1)

Interest rate risk
The Company manages its exposure to interest rate risk by borrowing and lending at fixed rates.
The table below presents the book value of the Company's financial instruments by type of interest rate.
In thousands of BGN
Fixed rate instruments
Financial assets
Financial liabilities

Floating rate instruments
Financial assets
Financial liabilities

2019

2018

53,629
(14,495)
39,134

51,074
(20,182)
30,892

-

-

Sensitivity analysis for fixed rate instruments
The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rates at the reporting date would not affect profit or loss and equity.
Capital management
The policy of the Management Board is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. Capital consists of share capital, reserves and
retained earnings. The Board seeks to maintain a balance between the higher returns that might be possible with
higher levels of borrowings and the advantages and security afforded by a sound capital position.
There have been no changes in the Company's capital management approach during the year.
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23. Financial instruments (continued)
Changes in liabilities arising from financing activities
The following table summarizes the changes in liabilities arising from financing activities, including both cash
flow and non-monetary changes, which include a reconciliation between the opening and closing balances in the
statement of financial position of the liabilities arising from financing activities.
Changes in liabilities arising from financing activities for 2019
In thousands of
BGN

1.01.2019

Inflows

Outflows

Accruals using the
effective interest
method

Others

31.12.2019

Interest-bearing
loans and
borrowings

16,960

-

(4,200)

286

-

13,046

Lease liabilities

772

-

(162)

15

347

972

3,237

1,443

(4)

21

(4,211)

486

20,969

1,443

(4,366)

322

(3,864)

14,504

Deposits from
related parties
Total liabilities
from financing
activities

Changes in liabilities arising from financing activities for 2018
In thousands of
BGN

1.01.2018

Inflows

Outflows

Accruals using the
effective interest
method

Others

31.12.2018

Interest-bearing
loans and
borrowings

-

19,558

(2,858)

260

-

16,960

Debenture loan

50,563

-

(21,246)

683

(30,000)

-

300

3,732

(161)

18

(652)

3,237

50,863

23,290

(24,265)

961

(30,652)

20,197

Deposits from
related parties
Total liabilities
from financing
activities
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23. Fair value of financial instruments
e out below is a comparison of carrying amounts and fair values of all of the Company’s financial instruments:

In thousands of BGN
Financial assets
Loans granted to related parties
Trade and other receivables
Cash and cash equivalents
Financial liabilities
Lease liabilities
Interest-bearing loans and borrowings
Deposits received from related parties
Trade and other payables

Carrying amount
2019
2018

52,123

Fair value
2019
2018

52,123

1,659

50,701
373
483

1,659

50,701
373
483

972
13,046
486
31

16,960
3,237
24

972
13,046
486
31

16,960
3,237
24

The fair value of the Company's financial instruments is the price at which a financial asset would be sold or a
financial liability would be transferred in an arm's length transaction between market participants at the date of the
valuation. The following methods and assumptions were used to estimate the fair values:
•
•

Cash and cash equivalents, related party receivables and trade and other receivables and payables – the
fair values of these instruments approximate their carrying amounts.
The fair value of loans granted to related parties, deposits received from related parties, interest-bearing
loans from financial institutions and lease liabilities is based on an analysis of the contractual interest
rates compared to the interest rates currently available for debt at similar terms and remaining maturities.
On this basis, the management judged that the fair values of these instruments approximate their carrying
amounts. The fair value of loans granted, and deposits received is at Level 2 of the fair value hierarchy.

24. Events after the reporting date
642,124 treasury shares were purchased during the period 1 January 2020 – 29 February 2020 at the amount of
BGN 656 thousand. The number of redeemed treasury shares as at 29 February 2020 is 7,290,346 at the total
amount of BGN 7,192 thousand. Regarding transactions concluded in March 2020, in connection with the decision
for redemption, information as of 31 March 2020 will be disclosed under Art. 100t of the Public Offering of
Securities Act, with regular monthly announcement of the Company.
On 15 January 2020 the General Assembly of the Shareholders of IHB Electric AD (in liquidation) made a
resolution to terminate the company and file for liquidation. The period of the liquidation is 12 months as of 16
March 2020, the date of registration of the termination at the Commercial Register of the Registry Agency.
A newly established company IHB 3 Design AD was registered with the Commercial Register on 10 February
2020. The company's capital amounts to BGN 100 thousand, distributed in 100,000 shares with a par value of
BGN 1, of which Industrial Holding Bulgaria AD has subscribed 51%.
On 11 March 2020 the World Health Organisation made an announcement of a pandemic in relation to the
spreading of COVID-19, and on 13 March 2020 the Parliament voted a state of emergency in the Republic of
Bulgaria as a result of which a number of restrictive measures were approved. This is a non-adjusting event for the
separate financial statements in accordance with IAS 10.
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24. Events after the reporting date (continued)
As at the date of approval for issueance of these separate financial statements, the Company and the Group
companies of Industrial Holding Bulgaria AD are in compliance with all the measures imposed in relation to
protection from COVID-19. The management of the Company and the managements of the Group companies are
currently watching closely for emergence of risks and respectively adverse consequences of the pandemic on the
business activities. Organisation is put into place and the required measures are undertaken in order to protect the
health of the employees and to ensure continuity of the work process to the extent possible in this situation. As at
the date of approval of these separate financial statements there are no IHB Group companies with discontinued or
significantly curtailed activity, and no such measures are planned. Therefore, based on the facts stated
hereinabove, it is considered that at this stage no clearly visible and specific factors exist that would cast doubt
about the applicability of the going concern principle in the preparation of the financial statements and that
adjustments might be required as at 31 December 2019.
To the extent that there is no clarity at country, European and global level until when and how the state of
emergency will continue in relation to the COVID-19 pandemic, nor it is possible to predict the way it will
develop and manifest, the management is of the opinion that there is still high degree of uncertainty in order to
make a reliable assessment and adequate measurement of the effects of the consequences of the pandemic on the
financial position, performance and cash flows of the Company itself, of the individual companies from and of the
Group as a whole – both in the short-term, for 2020, and for a mid-term respectively.
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