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Ceo`s letter

Dear Shareholders and Readers,

We passed through a difficult and challenging year. The world
economic crisis reached a stage, where long term negative consequences started to emerge hoping that we have touched the
bottom. According to the International Monetary Fund globally the
GDP growth decreased from 5.2 in 2007 to the negative -0.6 in
2009, in Europe the change being from 2.8 to -4.1. The considerable delay of economic growth and the entry into recession of most
developed countries had a negative influence on the market and
export conditions. The export growth worldwide dropped down
from 7.1% in 2007 to -10.6% in 2009. The economic situation in
our main market countries is not homogeneous and is difficult to
predict. The signs of recovery are vague and unstable and positive
results are not expected soon.
The world economic crisis had a negative impact on the macro
and microeconomic situation in Bulgaria and respectively on the
Bulgarian companies. They suffered most from the worsening conditions for financing, the inter-companies indebtedness and loss or
decrease of orders.
In this unfriendly environment, we at IHB worked harder to minimize
the negative effects on our subsidiaries and to take the opportunity
to benefit from the situation as much as possible.
We decreased expenses in all our businesses. We improved the
production processes and organization and optimized the products
portfolio. As a result, despite the decrease of sales with more than
60% y/y in metal cutting machines and metal casting, we achieved
higher EBITDA margins. We succeeded to keep sales at levels of
2008 in river cruises, port operations and classification and certification and to increase revenues in electric machines production
and shipping.
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Nowadays our efforts are focused on improving the competitiveness of IHB subsidiaries by new technologies, innovations and
quality improvement. The management of the subsidiaries is constantly investing in optimization of production processes and improvement of the products characteristics and services. We also
stress on the marketing activities which are core for reaching new
markets.
With all the hardness of funding, we succeeded to continue our
investment projects in the new ships for IHB fleet and the port in
Bourgas.
In 2009 the new for the Group shipping business started to generate cash, as the first vessel was chartered. In 2010 IHB will have a
fleet of four vessels in operation and the shipping will become one
of the significant revenue sources for the Holding.
I admire the efforts of the management of the subsidiaries and the
stuff of IHB working in unfriendly economic conditions. It is worth
mentioning that we succeeded to decrease our headcount and
shall continue in this direction if the trend for growth is still negative.
I am grateful to our shareholders who support the management in
these hard times for the capital market. A big thank you to all our
clients to whom I wish keep on our excellent cooperation.
I expect that the worse is behind us and that we will go ahead better and stronger. Although the forecast for the GDP of Bulgaria for
2010 is still negative, the expectations for 2011 are for growth. We
are doing our best to stay flexible, creative and innovative and believe this is adding value to the future progress of our company.

Daneta Zheleva,
CEO
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Dear Shareholders,
The past 2009 was a hard year for the business of
Industrial Holding Bulgaria. The world economic crisis
had a negative impact on the macroeconomic situation in Bulgaria. The dramatic drop of the liquidity
of the financial institutions, the bankruptcy of global
banks and funds, the cutback of world trade and the
reduced consumption beside the bankruptcies and
layoffs in the world financial sector also had a considerable negative impact on the financial and market
environment in which IHB operates.
On an economic level this resulted in a decline of the
foreign investments in Bulgaria, decrease of bank
lending and more unfavorable rates for corporate customers and deteriorating stock market climate.
The world financial and economic crisis affected the
business of most companies, including the activities
of the companies of IHB Group. The considerable
delay of economic growth and the entry into recession
of most developed countries had a negative influence
on the market and export conditions. The impact of
the crisis is clearly reflected in the slump of the globa
capital markets and in particular the Bulgarian Stock
Exchange where IHB’s shares are listed.
The crisis created prerequisites for IHB to continue
its operations in a complex and unpredictable business climate with clearly pronounced specifics for
the individual companies of the Group. At the same
time this is related to project optimization and update
of the plans and schedules for their implementation.
The timely identification of the threats and risks in the
separate sectors has allowed the management of the
Company to undertake preventive measures and in
each of the subsidiaries programs have been devel-
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oped oriented towards personnel optimization, cost
cuts and reviews of the efficiency of production and
technological connections in the Group.
The deteriorating business environment led to a
decrease of IHB’s financial result for 2009 as compared to 2008.
The consolidated revenues of IHB marked a 47 %
reduction as compared 2008.
The consolidated profit decreased by 86 % as
compared to 2008 and amounts to BGN 1,634
thousand.
The consolidated assets of IHB marked a 1 %
increase as compared 2008.
The consolidated net assets of IHB marked a 3%
reduction as compared 2008.
In 2009 capital markets marked indices rose and
IHB’s shares surged by 13.64% as compared to
SOFIX’s index growth of 19.13%, BG40 - 8.67% and
BGTR30 - 22.73%.

Operating Results for 2009
IHB’s financial results - consolidated
The consolidated revenues of IHB for 2009 amount to
BGN 76,147 thousand with a 47% decrease as compared to 2008 /BGN 143,469 thousand/. The revenues
from the core activity are BGN 72,646 thousand as
compared to BGN 132,914 thousand in 2008 or a
drop of 45%. They are distributed as follows:
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In BGN thousand
Sale of production
Shipbuilding
Sale of services
Ship repair
Port operations
Sale of goods and materials
Total

2009
29,056
24,526
10,770
2,162
3,572
2,560
72,646

2008
58,751
48,128
14,612
5,699
3,593
2,131
132,914

The decrease of the consolidated revenues in 2009
is also due to the fact that as of 31 December 2009
revenues from completed stages of the construction
of ships Marciana, Emona and Karvuna, ordered by
companies in the Group, were eliminated from the
statements. These revenues of BGN 46,063 thousand
of Bulyard Shipbuilding Industry AD were not included, while the recognized cost is disclosed in Capitalized Expenses on Commercial Own Assets Creation
and as of 31.12.2009 as a total amount to BGN 46,467
thousand compared to 36,387 thousand in 2008.
In 2009 completed stages of the construction of ship
Karvuna were reported amounting to BGN 22,117
thousand and the last stages of the construction of
ships Emona, amounting to BGN 4,606 thousand and
ship Marciana, amounting to BGN 19,340 thousand.
Other consolidated operating revenues amount to
BGN 3,501 thousand as compared to BGN 10,555
thousand in 2008. These include profit from the sale of
non-current assets /BGN 385 thousand as compared
to BGN 7,369 thousand in 2008 /and other revenues,
representing mainly rents and released provisions /
BGN 3,116 thousand as compared to BGN 3,186
thousand in 2008/.

The consolidated net profit not including minority
participations amounts to BGN 1,634 thousand, which
is 86% less than the profit for 2008 amounting to BGN
11,913 thousand.
A consolidated loss is realized before taxation
amounting to BGN 373 thousand as compared to a
profit for the previous 2008 amounting to BGN 14,149
thousand. The net loss of the Group for the year is
BGN 1,120 thousand.
The occurrence of force majeure events - the termination of contracts for ship construction at Bulyard Shipbuilding Industry EAD, the start of the construction of
ship Anteya for the Group of IHB AD and the material
drop /of over 60%/ of the sales of the machine building companies - had a negative effect on the financial
results of the Group. At the same time the measures
undertaken for optimization and the launch of new
investment projects provide favorable opportunities
for future growth and competitive market advantages.
The management of the Holding is doing its best to
improve the financial result through an increase of
the sales of the subsidiaries, respectively the cost
effectiveness. Unfortunately the projections for the following 6 months does not envisage a material positive
growth, and the reported unprecedented drop of 12%
of global trading in 2009 is determined as the most
serious drop after World War II.
The expectations of the companies for realization
of better financial results in 2010 are related mainly
to the commissioning of ship Marciana in January,
as well as the two 21,000-ton ships Karvuna and
Anteya, the improving situation regarding the export
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of metal-cutting machinery, the sustained growth in
the production of hydrogenerators and large electric
machinery.

Increase of the participation in some
companies from the portfolio

IHB’s Operating Results

In September 2009 IHB made a contribution for
increase of the capital of its subsidiary Privat Engineering AD amounting to BGN 4,000 thousand by
subscribing 800,000 thousand shares with a par value
of BGN 1 each and issue value of BGN 5 each, representing the whole amount of the capital increase.

Organizational changes in the Group.
Portfolio restructuring
In 2009 no organizational changes and portfolio restructuring was made.

New companies
In November 2009 IHB invested in new company Rekolta AD with a capital of BGN 140,000 - 140 shares
with a par value of BGN 1000 each. IHB subscribed
50% of the voting shares. The business of the company is the purchase of agricultural lands, preservation and improvement of soil fertility, construction of
irrigation systems, bio agriculture, restoration and
development of Bulgarian agriculture’s traditional
good farming practices, as well as any other activities
not prohibited by law.
In September 2009 company Tirista Ltd was established as a subsidiary of Privat Engineering AD. Tirista
Ltd. is registered in the Marshall Islands and it bought
from Bulyard SI the right to complete the construction
of ship with construction number 459 under a previous cancelled order of Navigation Maritime Bulgare
AD.
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In August 2009 the core capital of KLVK AD was
increased from BGN 5,074,800 thousand to BGN
7,030,630 thousand through the issue of 1,955,830
new ordinary voting share with par and issue value of
BGN 1 each. All shares were subscribed from the shareholder International Industrial Holding Bulgaria AD.
The total sum of the funds invested directly by IHB
/unconsolidated/ in corporate securities in 2009
amounts to BGN 4,070 thousand.
As of 31.12.2009 IHB’s portfolio - directly for through
related companies - is composed by 33 companies,
as follows: 9 subsidiaries, 5 associates and 19 subsidiaries of subsidiaries and associates. IHB’s direct
investments in corporate securities amount to BGN
57,200 thousand at end of year.
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IHB’s portfolio structure as of 31 December of the last three years
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Business segment
1 Ìaritime
2 Machine building
3 River cruises
4 Furniture manufacturing
5 Other

1

2009
79.5%
13.8%
4.8%
1.4%
0.4%

2008
78.3%
14.7%
5.2%
1.5%
0.3%

2007
67.4%
17.5%
6.2%
6.2%
6.8%

Total investment, in BGN`000 57.200

53.504

44.455

Subsidiary management
Pursuing the goals set at the start of the year regarding its subsidiaries in 2009 IHB continued to participate actively in the strategic planning of their operations. IHB encouraged and aided:
the set up of investment events;
the improvement of their products and services,
development and production of new products and
services depending on market demand;
Improvement of marketing activities, human resources and other corporate management related
operations;
Ensuring funding for the operating and investment
activities of the companies;
Analysis and assessment of the options for use of
new internet technologies.

Participation in the process of business planning and control of the results
achieved

1

Recognizing its important role in the management and
control of the subsidiaries, IHB management continued its practice of business planning and performance control.
IHB management sets the strategic goals and results
to be reached by each company during the year.
Each executive directly has a personal business
assignment related to the operating priorities of the
company.
Information is exchanged on a monthly basis. During
the year 3 working meetings are held between the
Holding’s management and the respective companies’ management teams, where performance for the
respective quarter is reported. The meetings discuss
the results for the reporting period, problems facing
the companies’ officers are shared, options to resolve
the difficulties are analyzed.
The dividend received at the allocation of the companies’ profit comes as a direct result from management
of the subsidiary companies.

Cooperation for funding of the subsidiaries. Transaction information
IHB assists with funding of the operations of the companies in the Group by granting loans and cooperating in negotiations for bank funding.
In 2009 the subsidiaries were granted BGN 58,213
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thousand of loans. BGN 19,666 thousand were reimbursed in 2009, including for maturities from past
years. As of 31.12.2009 the receivables from loans
granted to subsidiaries amounted to BGN 79,703
thousand, as compared to BGN 41,509 thousand in
2008. For more detailed information see the information later in this section.
In 2009 the guarantees provided by IHB to its subsidiaries were in the form of avals of promissory notes
and corporate guarantees.
In 2009 IHB’s subsidiaries funded their operations
with bank loans from Allianz Bank Bulgaria AD, DSK
Bank EAD, Raiffeisenbank Bulgaria AD, United Bulgarian Bank AD.
The interests agreed for the loans used by the subsidiaries range between EURIBOR + 2.0% to 4.9% for
loans in EUR and SOFIBOR + 1.64% to 3.5%.
IHB teams assist with the preparation of the business
plans of the subsidiaries, which the banks request as
justification for the grant of the loans.
In 2009 had no large transaction beside its investments in subsidiaries and contracts for funding of
subsidiaries.
The transactions with related companies in 2009
represented provisions of loans by IHB to the companies in the Group and back, interest income, respectively interest costs, reimbursement of loans by IHB’s
companies and back, income from sale of services,
capital increase subscription and income from sale of
shares. No unusual terms and conditions or departures from the market conditions exist as to third party
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transactions executed during the period.
Information about transactions concluded between
IHB and related companies during the year may be
found in Item 24 Transactions with related companies
of the Notes to the Unconsolidated Financial Statements as of 31.12.2009, which indicates the type and
value of the transactions and the nature of the relation.
There have been no other proposals for conclusion of
such transactions and transactions outside its usual
activity or substantially deviate from the market conditions to which IHB or its subsidiary is a party.
The loans IHB granted to/received from its companies
in 2009 were at interest rates ranging between 1-9%.
In 2009 there were no events and indicators unusual
for IHB and having a material impact on its business.
As 31 December 2009 IHB provided guarantees for
liabilities of related companies as follows:
An annex signed to a credit limit contract for issuance of bank guarantees, opening of letters of credit
and working capital financing from 2006 between
DSK Bank EAD and IHB AD. The annex increases the
amount of the provided current credit limit from BGN
4,500,000 to BGN 10,000,000 with an option for disbursement in BGN, EUR and USD. The maturity of the
credit is 29.11.2010 and the contract may be extended with annexes up to 2014. The commitment of the
bank for issuance of bank guarantees and opening
of letters of credit is up to 29.11.2014. The interests
are as follows: in EUR — 3 month Euribor+4.65%, in
USD — 3 month Libor+5%, in BGN — 3 month Sofi-
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bor+3.5%. The collateral for this contract is a pledge
of commercial enterprise KRZ Port Bourgas AD. As of
31.12.2009 bank guarantees for BGN 515 thousand
were issued, 9 letters of credit with Bulyard Shipbuilding Industry AD were opened for BGN 1,865 thousand
and a revolving credit line was opened for working
capital financing amounting to BGN 1,003 thousand.
A corporate guarantee was granted by IHB AD in the
form of warranty for Bulyard Shipbuilding Industry
EAD under a Bank Credit Contract under the condition for undertaking of credit commitments in the
form of bank guarantees and documental letters of
credit between Bulyard Syhipbuilding Industry EAD
and Unicredit Bulbank AD with the following principal
parameters:
Purpose: credit commitments in the form of three
bank guarantees for recovery of advance contributions due under the conditions of a contract
for construction of ship with construction ¹103
and all annexes to it, signed between Bulyard
Shipbuilding Industry EAD and Diler Shipping and
Trading Inc. with beneficiary to the bank guarantees Diler Shipping and Trading Inc.
Amount of the credit limit: up to USD 27,589,060;
Term for issuance of the bank guarantees: up to
03.10.2011.
Against the provision of the corporate guarantee
Bulyard Shipbuilding Industry EAD pays to IHB AD a
remuneration amounting to 1% annually on the actual
amount of the provided corporate guarantee. Bulyard
Shipbuilding Industry EAD has provided material collaterals — a contractual mortgage on real estate with
a total value no less than 120% of the value of the

provided corporate guarantee.
The deal was concluded pursuant to a decision of the
General Assembly of the Shareholders of IHB AD held
on 07.05.2009.

Internal control system and Audit Committee
IHB has an Internal Control Department which carries
out audits of the activities and finances of IHB Group.
On 7 May 2009 the General Assembly of the Shareholders of IHB selected an Audit Committee as an
auxiliary body to the Supervisory Board. The members
of the Audit Committee with a mandate of three years
are Maxim Sirakov — Chairman, Snezhana Hristova
and Boryana Dimova.

Operating Results of the
Companies in the Group
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Maritime
Shipbuilding, Ship
repair & Ship design

MARITIME
BUSINESS

Port activities

Shipping
Classification &
Certification
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Bulyard /s/

Bulyard Shipbuilding
Industry /ss/

KRZ Port Bourgas /s/
Privat Engineering /s/
Maritime Holding /s/

Vartsilla IHB Ship
Design Bulgaria /as/

Odessoss PBM /as/

Emona /ss/

Marciana /ss/

Bulgarian Register of
Shipping /ss/

Karvuna /ss/

Maritime business includes the following
sectors: Shipbuilding, ship repair, port
activities, shipping, classification
and certification and ship design.

business

Tirista /ss/

IHB Shipping Co /ss/

KLVK /s/

Odria /ss/

Skitia /ss/
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Bulyard AD and its subsidiary
Bulyard Shipbuilding Industry EAD
The activity of Bulyard AD is related to the management of its
subsidiary Bulyard Shipbuilding Industry EAD.
In 2009 Bulyard AD realized a total of BGN 93 thousand
financial revenues, representing interest income. The revenues decreased as compared to 2008 /BGN 185 thousand/.
The costs of the company amount to a total of BGN 111 thousand and marked a decrease of 59% as compared to 2008 /
BGN 274 thousand/. The financial result of Bulyard for 2009 is
a loss amounting to BGN 18 thousand.
The assets of Bulyard as of 31.12.2009 amount to BGN
37,286 thousand and represent mainly investments in subsidiary Bulyard Shipbuilding Industry – BGN 36,525 thousand.
The net assets of Bulyard amount to BGN 37,278 thousand

and represent issued capital /BGN 37,293 thousand/; total
reserves /BGN 21thousand/ and retained loss /BGN 36
thousand/.
Buyard has conditional liabilities related to the provision of
guarantees and avalling of promissory notes of its subsidiary
Bulyard Shipbuilding Industry EAD in connection to shipbuilding contracts. As of 31.12.2009 the Company has provided
avals to the banks under contracts for promissory notes
amounting to EUR 2,297 thousand and USD 16,970 thousand.

Financial results of Bulyard /unconsolidated/
Operating income

Profit/Loss after taxes
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Mr. Fridrich Katzer
Chief Executive, Bulyard Shipbuilding Industry

The delayed effect of the world financial crisis from 2008 on the heavy industry evoked stagnation on the international market, significantly changed cargo flows, led to drastic decrease of
cargo at sea, which consequently gave rise to order cancellations, limited interest by a number
of shipowners in signing new shipbuilding contracts and renegotiation of the prices of the ships
being under construction. The present situation among the shipbuilding industry renders the
extraordinary challenge to work under the conditions of a constantly changing conjuncture, with
the lack of trends when interpreting the indexes typical within.

Bulyard Shipbuilding Industry AD
Bulyard Shipbuilding Industry has as its core business shipbuilding and construction of all types of vessels, ship repair
and ship reconstruction.
The company builds manufactures and repairs ships of up to
80,000 dwt. During the hundred-year history of the plant over
850 ships for owners from 27 countries have been built.
The production portfolio of the company includes tankers,
chemical carriers, container carriers, bulk cargo ships, general
cargo ships, coal carriers and multi-purpose ships. The
purpose of Bulayrd Shipbuilding Industry is to build ships in
series with immaterial modifications — such as the purchased
license rights for manufacture of ships from series Future-56,
licensed by Mitsubishi. This allows for a reduction of costs for
application of production planning, flexible management of the
production processes and supplies.
An increase of ship repair operations has been planned.
In 2009 Bulyard SI completed and handed over 2 ships: ship
Emona — on 30 May and ship Marciana - on 7 January 2010.
On 17 March the construction of ship 103 began, with its keel
placed on 5 October. The term for completion of the ship
owner is 2011.
On 3 August 2009 ship Karvuna was commissioned. The
delivery to the ship owner is planned for April 2010. In 2009
the block assembly of ship 101 in large dock chamber was
completed. Its sailing out is pending in April 2010 and its delivery to the ship owner — late in 2010. In 2009 274.5 tons of hull
constructions were completed for Aker Tulcea S.A., Romania.
Due to the severe economic crisis and the high uncertainty

and due to the long-term nature of the contracts and the fact
that their construction had not been started contacts with
construction numbers 104, 105, 106 and 107 were terminated.
In its turn Bulyard SI terminated the contracts for supply of the
materials for the construction of these ships.
On 01.10.2009 contract for ship number 459 for Bulgare Maritime Navigation was terminated.
The ship became property of Bulyard SI. On 01.11.2009 it
was sold by the shipyard at the commissioning stage to IHB
Group. The ship will be delivered in July 2010.
Currently Bulyard SI has 5 active contracts for construction of
ships, three of which will be delivered in 2010.
2 contracts for ship repairs and provision of wharf berths for
vessels were concluded and three more contracts for ships
repairs which started in 2008 were completed.
In 2009 the undertaking of emergency measures for mitigation
of the negative effect from the crisis continued — the available
personnel was put in compliance with the orders and the construction schedule, supplier terms were renegotiated individually in order to reduce the prices and for deferred payment of
raw and other materials.
The realized net revenues from sales for 2009 amount to
BGN 77,204 thousand compared to BGN 97,531 thousand in
2008. The structure in terms of types of activities is as follows:
Construction of ships BGN 70,589 thousand, ship repair BGN
2,097 thousand, sales of other output BGN 442 thousand,
others BGN 4,076 thousand. Revenues from rents, from sales
of materials, services, released provisions, etc. are accounted
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Mrs. Ivelina Mancheva
Chief Executive, Bulyard Shipbuilding Industry
The new orders in 2009 were down to low levels not seen since 1974. The world shipbuilding industry witnessed unprecedented levels of overcapacity, low freight rates, pressure on ship prices
and first new cases of injurious pricing. Regardless, Bulyard SI stakes on steady development laying down such main goals as human resources motivation, productivity increase and technological processes optimization, as well as taking care of the working conditions and the environment.
Despite the orderbook decrease, newbuilding of current orders was not put on hold and high level
of activity seems secured for the coming years.
for as other revenues. In 2008 revenues were distributed by
activities: construction of ships BGN 78,887 thousand, ship
repair BGN 5,699 thousand, sales of other output BGN 1,973
thousand, others BGN 10,972 thousand.
The decline in the revenues in 2009 is due on the one side to
the completion of two small ships generating smaller revenues, and on the other side - the full production schedule with
larger and longer-term projects, which did not allow for the
undertaking of ship repairs and other shorter-term projects.
In 2009 only 4 repairs of vessels were carried out at a total
value of BGN 2,097 thousand for foreign and Bulgarian ship

owners.
As of 31 December 2009 site 288 was at the stage of finishing works, site 289 was in active preliminary assembly, the
keel was placed for site 459 and site 101, and the remaining
sites were at an incomplete stage of construction and for this
reason no revenues were recognized for these construction
contracts.
The company completed the financial year 2009 with a loss of
BGN 9,227 thousand prior to taxation or net loss of BGN 9,215
thousand.

Financial results of Bulyard Shipbuilding Industry
/from all activities — shipbuilding and ship repair/
Operating income

Profit/Loss after taxes
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Trends

Maritime business:
Shipbuilding and ship repair

The market and economic environment in the shipbuilding and ship repair sector is characterized with volatility and contrasting tendencies, but at the same time provides opportunities
related to the reduced prices of raw materials and other materials and freer access to qualified
personnel. The price of the new ships preserved a downward trend due to the supply of new
ships and the increase of the total tonnage in operation. The world tendencies affect directly the
employment of Bulyard SBI. In 2009 the company completed construction of 2 ships. In 2010
3 ships will be handed over to a client. No new construction contracts have been signed. Due
to the severe economic crisis and the high uncertainty and due to the long-term nature of the
contracts and the fact that their construction had not begun, the contracts for the construction
of ships with construction numbers 104, 105, 106 and 107 were terminated. On its part Bulyard
SBI terminated contracts for supply of material packages for construction of ships. With the
ships currently in construction the construction schedule of the company is full until 2012. The
free capacity of the company is completed with ship repair and other orders.
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Privat Engineering AD, KLVK AD,
IHB Shipping Co EAD
Privat Engineering AD
The main business of Privat Engineering is related to the management of projects in various fields, insurance and reinsurance brokerage, consultancy services.
The activity of Privat Engineering in 2009 is mainly in three directions: The investments of its subsidiaries in the construction
of new ships, insurance brokerage and provision of consultancy services.
In 2009 the first two ships were built for the Group - Emona
and Marciana, which are already sailing time-charter. In 2009
Bulyard SI continued the construction of Karvuna /ship 458/. In
November 2009 Tirista Ltd., subsidiary of Privat Engineering,
purchased ship with number 459, which was being built at
Bulyard Shipbuilding Industry for Bulgare Maritime Navigation,
but the contract was terminated. The price of the ship is over
USD 21 million. The delivery term is July 2010.
The payments under the contracts for construction of ships
are in EUR and USD. Privat Engineering funded the construction of the ships with its own funds and loans provided by
Industrial Holding Bulgaria AD. The value of ship Emona is
BGN 24,997 thousand and of ship Marciana – BGN 23,459
thousand. As of 31.12.2009 BGN 32,009 thousand was paid
for ship Karvuna, and BGN 11,122 thousand – for ship Antea.
In September 2009 the capital of Privat Engineering AD was
increased from BGN 3,930,000 to BGN 4,730,000. The new
shares were subscribed by International Industrial Holding
Bulgaria AD.

In 2009 Privat Engineering realized BGN 1,509 thousand
revenues as compared to BGN 370 thousand in 2008. It was
mainly from its activities related to insurance brokerage and
consultancy and other services. The financial revenues in
2009 amount to BGN 438 thousand as compared to BGN 823
thousand for the previous year. It came from interest on the
demand and deposit accounts and granted loans.
The financial result of Privat Engineering for 2009 is a loss prior
to taxation amounting to BGN 841 thousand as compared to
a loss of BGN 611 thousand in 2008. The loss after taxation
is respectively BGN 841 thousand in 2009 as compared to a
loss of BGN 629 thousand in 2008. The loss is due to the fact
that the company is in the process of considerable investments for the construction of ships, which will continue for a
long time and that it is incurring costs related to the launch of a
new business – shipping, which will start to provide revenues
after the new ships are built and their management begins.
Privat Engineering’s revenues as of 31.12.2009 amount to
BGN 92,848 thousand, representing a growth of 44.47% as
compared to the assets in 2008 /BGN 64,267 thousand/. with
the largest share coming from receivables from related companies amounting to BGN 92,289 thousand. These are mainly
additional cash contributions in the capitals of subsidiaries
Emona, Marciana, Karvuna and Tirista.

Financial results of Privat Engineering
Operating income

Profit/Loss after taxes
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KLVK AD
The activity of KLVK in 2009 was related to the provision of
consultancy services.
IHB concluded contracts for construction of two new ships
at Bulyard Shipbuilding Industry AD – type Future 56, 57,000
DWT, at a total value of EUR 60 million. The investment is
funded through KLVK - through two new subsidiaries of KLVK
- Odrya Ltd. and Skitiya Ltd., established specifically for that
purpose. The ships have construction numbers 102 and 105.
In 2009 due to the severe economic crisis, the high economic
uncertainty, the long-term nature of the contract and the fact
that the construction had not yet started, at this stage contract
for construction of ship with construction number 105 was terminated. A settlement between the parties is pending. In case
funding is procured and a positive development of the market
IHB may launch the construction of the ship. The construction
of ship 102 is envisaged to start in the first half of 2010 and the
delivery term is planned for 2012.
In 2009 KLVK realized a total of BGN 15 thousand operating
revenues. From them BGN 14 thousand were revenues from
services as compared to BGN 162 thousand in 2008, BGN 1
thousand came from other revenues, representing revenues
from the annual VAT recalculation. The financial revenues
amount to BGN 18 thousand as compared to BGN 924

thousand in 2008 and represent revenues from interest formed
from the accrued revenues from receivables under a cession
contract.
The financial result of KLVK for 2009 is a loss of BGN 134
thousand, prior and after taxation as compared to a profit after
taxation of BGN 156 thousand for 2008.
The assets of KLVK as of 31.12.2009 amount to BGN 12,278
thousand as compared to 2008 /BGN 12,320 thousand/. The
largest share in them is the receivables from related companies under additional cash contributions in the capitals of Skitiya Ltd. and Odriya Ltd. for a total of BGN 11,735 thousand.
They are made to ensure the funding of ships with construction numbers 102 and 105. The cash and cash equivalents
amount to BGN 6 thousand. The non-current assets amount to
BGN 460 thousand and represent investments in subsidiaries
and other non-current receivables /under a cession contract /.
In August 2009 the issued capital was increased from BGN
5,074,800 to BGN 7,030,630 through the issue of 1,955,830
new ordinary voting shares with par and issue value of BGN
1 each. All shares were subscribed by International Industrial
Holding Bulgaria AG.

Financial results of KLVK
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Mr. Stefko Sivkov
Cheef Executive
IHB Shipping CO EAD
There was rising concern that in 2009 BRS might be hit by an economic slowdown, the severity
or duration of which was difficult to anticipate.
When this slowdown occurred, BRS was ready to be extremely vigilant about its costs, by constantly selecting the most effective ways to produce its services and manage its functions without compromising quality.

IHB Shipping Co EAD
IHB Shipping Co EAD has a subject of activity commercial
maritime navigation, the related production and technical,
forwarding and intermediary activities, ship brokerage, ship
agency, etc. The company was established with the purpose of construction supervision of the ordered ships for the
companies in the Group of Industrial Holding Bulgaria AD,
management and recruitment.
The activity of IHB Shipping Co EAD in 2009 marked a change
in the direction of securing the efficient operation of ship
Emona from the Group of IHB, which was handed over by the
shipyard in the middle of 2009. The company continues to
carry out investor and quality control on the construction of the

remaining ships which are being built for IHB and also carries
out intermediary services for the sale and purchase of ships,
ship and other equipment.
The realized revenues in 2009 amount to BGN 1,717 thousand compared to BGN 340 thousand in 2008. The revenues
in 2009 are distributed as follows: 12% from management,
supervision of new construction and charter of ships and 88%
from intermediary services for sale and purchase of ships and
ship repairs.
The financial result for 2009 is a profit prior to taxation
amounting to BGN 283 thousand, and a net profit of BGN 255
thousand.

Financial results of IHB Shipping Co
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Trends

Maritime business:
Shipping

In 2009 the transport of bulk cargo was less affected by the crisis. For most ship owners - investors in the sector the year was not as bad as expected. The volume of maritime shipments
marked a decline of only 1.4%. The contribution for that was mainly due to the Chinese economy following the adopted state plan for promotion of the economy for USD 585 billion and the
realization of an infrastructure program which engaged a considerable part of the tonnage of
ships for bulk cargo. It was recognized that without it the decline would have been over 3.5%.
Other countries had smaller contribution for the development of the maritime business — for the
first three quarters India indicated a growth of production of 7.9%, South Korea reported an
improvement of export parameters in November 2009 for the first time in 13 months and Japan
recorded the third quarter of the year as the best one for the economic growth for the last 2
years and showed that it was getting out of the hard one-year recession due to the increased
exports and the considerable state investments.
2009 was considerably good for category of bulk cargo ships Handysize /20 — 30,000-tons/,
as are being built at Bulyard SBI for the IHB Group — named Karvuna and Anteya. Especially
characteristic for this size of ships is the almost smooth and even increase of freightage, unlike
types Capesize /150-200,000-tons/ and Panamax /60-85,000-tons/, where there were periodical considerable deviations in both directions.
The situation with general cargo, respectively — multipurpose ships as the first two ships built for
IHB - Emona and Marciana, was totally different. The year was characterized with considerably
low levels of the time charter rates. The lack of constant cargo flow in different destinations - raw
materials and pre-fabricated goods on the one hand and ready produce and project cargo
on the other hand, forced some of the traditional operators to exit the market and/or reorient to
other types of activities and cargo.
With the commissioning in 2010 of ships Karvuna and Anteya maritime transport will become
one of the major sectors for IHB Group both in terms of sales revenues and in terms of profit.
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Mr. Vesselin Statev
Cheef Executive
KRZ Port Bourgas
The world economic crisis not only didn’t scare us, but also has motivated us to work harder, in
order to keep the results, which we achieved in previous 2009 year.
The results of 2009 year gave us courage to be more confident in investing in new technological
line, which is precondition for even better results.

KRZ Port Bourgas AD, Odessoss
PBM AD
There are two ports of regional importance in the Group of IHB - located in Bourgas and Varna — KRZ
Port - Bourgas and Odessoss PBM, Varna. The two ports hold certificates for handling of general, liquid
and bulk cargo.

KRZ Port Bourgas AD
The subject of activity of KRZ Port — Bourgas is provision of
port services — handling of cargo and warehousing, transportation and forwarding services, related services - provision of
electric power, water and bunkers, storage of waste, hiring of
lifting and transportation machinery, inventory, mooring, renting of jetties, etc.
In 2009 KRZ Port — Bourgas AD attracted new cargo flows and
clients. The cargo turnover was 371,000 tons as compared to
handled 359,500 tons of cargo in 2008. 49% of the cargo han38

dled in 2009 was comprised of ferrous metals. The company
continued to develop its operations in the direction of bulk
food cargo. New cargo is also handled — sunflower, copper
anodes, scrap metals.
In 2009 a total of BGN 3,753 thousand revenues were realized, as compared to BGN 3,858 thousand in 2008. In 2009
the revenues from port activities amount to BGN 3,572 thousand. The company has other revenues amounting to BGN
181 thousand.

Consolidated annual activity report

The profit prior to taxation amounts to BGN 565 thousand,
and the net profit for 2009 amounts to BGN 507 thousand as
compared to BGN 878 thousand in 2008.
In 2009 KRZ Port — Bourgas continued to establish new
production capacities for port activities. A new road connection, scrap clips, rope and hydraulic grapple, video monitoring
system, forklift truck were commissioned. A reconstruction of a

railroad and buildings was made. Two grain silos are planned
for construction, each of 3,000 tons capacity. They are a part
of the project for expansion and modernization of port terminal
KRZ Port - Bourgas.

Financial results of KRZ Port - Bourgas
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Odessoss PBM AD
The total revenues of Odessoss PBM for 2009 amount to BGN
1,306 thousand as compared to BGN 1,663 thousand in 2008.
The operating revenues for 2009 are BGN 1,274 thousand as
compared to BGN 1,603 thousand for 2008.
In 2009 54,372 tons of cargo was handled, as compared to
62,589 tons handled in 2008.
The profit of the company prior to taxation for 2009 amounts to
BGN 68 thousand and after taxation it amounts to BGN 61

thousand as compared to BGN 124 thousand in 2008.
The improvements of existing assets made in 2009 increased
the scope of the general cargo handled through jetties from 21
thousand tons or 38% in 2008 to 31 thousand tons or 59% in
2009. Due to financial difficulties some of the intentions of the
management for establishment of new services could not be
realized during the year. Their realization was postponed for
2010, provided that funds and the appropriate circumstances
are available.

Financial results of Odessoss PBM
Operating income
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Trends

Maritime business: Port activities

The trends in port activities depend on the economic situation in the world, the country and the
region. Globally there is an increase of the maritime transport at the expense of land transport.
On the other hand the lack of constant general cargo flows had a negative effect on the business. The first indications for deterioration of the port activities market was noticed in March
2009 for KRZ Port - Bourgas and December 2008 for Odessoss PBM. Anti-crisis measures
were undertaken for increase of the scope of the types of cargo to be processed by the two
ports.
In 2009 the demand for and the prices of the cargo handling services for metal products on the
internal and international markets marked a decrease. In order to compensate for the reduction
of cargo volumes of metals in 2008 KRZ Port - Bourgas launched campaign for processing of
grain cargos. The trend for the company is to increase its capacity in that directions by starting
in 2010 a project for construction of grain silos.
Since KRZ Port - Bourgas and Odessoss PBM are of regional importance, their faith depends
on the economy of the southeastern and northeastern regions of Bulgaria, the fading out of
tourism-related construction and the increase of infrastructural projects. Their activity will develop also in the direction of increase of the cargo flow of grains, which is connected to a consistent tendency for increase of agricultural activities in the south and southeast of Bulgaria.

40

Consolidated annual activity report

Maritime Holding AD and its 100%
subsidiary Bulgarian Register of
Shipping AD
The activity of Maritime Holding in 2009 was related to the
management of the investments in its subsidiaries. Maritime
Holding holds 99.81% of Bulgarian Register of Shipping AD,
Varna and 100% of Bulgarian Lloyd EOOD. In 2009 Maritime
Holding realized revenues from dividends amounting to BGN
974 thousand as compared to BGN 902 thousand in 2008.
The revenues from dividends were from its subsidiary Bulgarian Register of Shipping AD. The costs of the company in

2009 amount to BGN 3 thousand, the same as in 2008. They
represent costs for external services.
The financial result of Maritime Holding for 2009 is a profit
amounting to BGN 971 thousand, the same as the net profit.
For comparison, in 2008 the net profit was BGN 899 thousand.
The assets of Maritime Holding as of 31.12.2009 amount to
BGN 1,274 thousand, with the largest share coming from
investments in subsidiaries — BGN 1,267 thousand.

Financial results of Maritime Holding
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Mr. Vladimir Feldmanov
Ghief Executive,
Bugarian Register of Shipping
The Rules of the classification societies are the tools by means of which they perform their main
activity – classification and certification. In 2008, Bulgarian Register of Shipping has updated
its own set of Rules in compliance with the requirements of the international maritime organizations and national standards. The introduction of the new Rules has improved the quality of the
services provided by BRS, which is a pre-requisite for overcoming of the difficulties imposed by
the world crisis.

Bulgarian Register of Shipping AD
In 2009 the activity of the company took place in a difficult
business environment characterized with the decommissioning of a large number of ships due to lack of cargo, significant
restriction of the costs for repair and maintenance of the ships
in operation, a reduced interest in investments in new ship
building and repairs.
In 2009 180 Bulgarian and foreign ships were registered with
BRS and certified. The ships owned by Bulgare Maritime Navigation retained their BRS class. During the year BRS class
was assigned to 30 ships of foreign ship owners. The process
of attracting of ships of foreign ship owners continued under

stricter criteria regarding the age and technical condition of
the ships applying for BRS class.
In 2009 operating revenues were realized amounting to BGN
2,460 thousand and other revenues amounting to BGN 21
thousand.
The profit of the company prior to taxation for 2009 amounted
to BGN 1,040 thousand and the net profit amounted to BGN
936 thousand as compared to BGN 950 thousand in 2008.

Financial results of BRS
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Trends

Maritime business:
Classification and certification

The classification and certification of vessels depends on the development of shipbuilding and
ship repair. When these sectors are in a crisis, the classification and certification activities fro
newly built ships and ships in operation also mark a drop. The slump of the volume of maritime
transportation services and the low levels of freightage at the freight market in 2009 led:
Decommissioning of a large number of ships due to the lack of cargo;
Considerable limitation of the costs for repair and maintenance of the ships in operation;
Reduced interest in investments in new constructions of ships and reconstructions.
The ships owners fight for survival by reducing activities and costs, and the consequences affect the overall activity of Bulgarian Register of Shipping AD.
The global market of the activities related to the inspection and classification is relatively stable
and the distribution among the separate market participants in based mainly on their capacity for objective and timely activities for unobstructed operations of the ships. The business is
becoming increasingly more competitive, due to the large number of registers on the market,
the trend for their increased number and the expected limitations on the age of the ships. New,
higher requirements for security and safety of shipping are introduced by the International
Maritime Organization, which increase the responsibility of the classification bodies regarding
the supervision of their fulfillment. All this requires BRS AD to continue to expand its activities
abroad and apply its tariffs with requisite flexibility.
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Mr. Boyko Georgiev
Chief Executive, Vartsilla IHB Ship Design Bulgaria AD

Vartsilla IHB Ship Design Bulgaria AD
The activity is directed mainly towards planning and design of
ships and ship constructions, development of working documentation and exercise of copyright supervision.
The global crisis led to a big drop in orders for ship design
and the cancellation of already ordered ships, the expected
revenues for 2009 could not be achieved. The number of the
company’s personnel was reduced. Financial loss was realized.
In 2009 the company realized revenues of BGN 1,089 as

compared to BGN 2,098 thousand in 2008. The financial result
for 2009 was a loss of BGN 329 thousand was compared to a
net profit for 2008 amounting to BGN 459 thousand.
The negotiation of new projects in 2010 depends on the recovery
of the foreign commerce and on an easier access to funding. The
expectations for new projects are related to the enforcement of
environmental norms and directives for environmental pollution
and energy saving in the construction of vessels.

Financial results of Vartsilla IHB Ship Design Bulgaria
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Mr. Georgi Momchilov
Chief Executive Officer,
ZMM Bulgaria Holding
2009 was the most dificuly year for ZMM Bulgaria holding since the holding was set up. The significant drop of sales urged us to do a lot of restructuring and cost cutting. The good news is that
we were able to keep our business profitable. I beleive that we will get out of the crisis stronger
and with larger market share.

Machine building includes the sub-sectors production of metal
cutting machinery, production of electric machinery and metal
casting.
2009 was mainly characterized with the global economic crisis
which had an extremely negative effect on the machine building sector. The demand for machinery and related products
dropped drastically, which led to an unnatural curbing of
production, increase of the prime cost of the output, failure
to realize ready products and increase of unfinished production. Serious measures were undertaken to reduce production
costs, comprising mainly in releasing excess work force and
limiting the reserves of raw materials.
In view of the optimization of the activity a decision was made
to temporarily organize the production of machinery at one

48

site. As a result of this decision 2009 started a process for utilization of a part of the articles produced by Machstroy by ZMM
Sliven, and Machstroy temporarily transferred to a regime of
maintenance of the technological capacity until the stabilization of the market of metal cutting machinery.
In 2009 ZMM BH realized net revenues from sales of BGN
10,188 as compared to BGN 27,252 thousand in 2008. ZMM
BH realized a book profit prior to taxation amounting to BGN
2,058 thousand as compared to BGN 5,680 thousand in 2008.
The net profit for 2009 was BGN 1,849 thousand.
The projections for 2010 give rise to moderate optimism but
due to the nature of the manufactured products the machine
building plants will be among the last to benefit from the economic recovery because of the as yet weak foreign markets.
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Mr. Dobromir Todorov
Chief Execurive,
ZMM Bulgaria Holding
The crisis has made us view business in a new light. After the extreme efforts to survive in 2009
and 2010, we are now focused on preparing for the expected economic boom. The new technologies and the new attitude to the quality and the potential of the manufactured machines are going
to be the cornerstone of our future development.

Financial results of ZMM Bulgaria Holding /unconsolidated/
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Mr. Georgi Dobrev
Chief Executive, ZMM Sliven
After the outstanding results in 2008 when we achieved the highest sales income in the past
20 years, as a contrast, we faced the hardest 2009 for the same period. The drop of sales in
2009 was 64% compared to 2008. We aim at improving the results in 2010 by increase of
sales, optimizing the expenses and the product structure and keeping our position of a leading
manufacturer and exporter of lathes.

ZMM Sliven
During the past 2009 ZMM Sliven manufactured a total of 245
machines, of which 236 universal lathes and 4 CNC lathes
and 5 drilling machines, as compared to 900 machines for
2008. The generated output for 2009 in terms of physical units
was 3.67 times less than compared to the previous year.
The operating revenues of the company for 2009 marked a

considerable decrease and were BGN 8,689 thousand as
compared to BGN 23,866 thousand in 2008, which was a
drop of 64%.
The company closed 2009 with a financial result — profit after
taxation of BGN 9 thousand, as compared to a net profit of
BGN 971 thousand for 2008.

Financial results of ZMM Sliven
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Mr. Dobromir Todorov
Chief Execurive,
Mashstroy AD
The surviving is a challenge.

Machstroy AD
In 2009 Machstroy manufactured and sold a total of 137
machines, of which 130 universal lathes, 4 CNC machines
and 3 drilling machines. For comparison, in 2008 the total
number of the manufactured machines was 665. In 2009 the
net revenues from sales were BGN 5,518 thousand as compared to BGN 19,678 thousand in 2008. The revenues from

sales of output were BGN 4,467 thousand — a drop of 77% as
compared to 2008.
The company closed 2009 with a loss of BGN 235 thousand
as compared to a loss of BGN 174 thousand for 2008.

Financial results of Machstroy
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Mr. Margarit Todorov
Chief Executive, ZMM Nova Zagora
2009 was a very tough year with a 57% drop of sales compared to 2008. We are making our
best to improve the results for 2010 by increasing the production, finding new clients and improving the productivity.

ZMM Nova Zagora AD
The manufactured and sold in 2009 output included three
main groups of articles: Details, assemblies and machines.
The prevailing technological equipment in the plant allows for
the manufacture of rotary-symmetrical details such as: shafts,
axles, cylindrical gear wheels with straight and helical gears,
chain gear wheels, gear racks and gear-belt pulleys.
In 2009 ZMM HZ manufactured output for BGN 2,563
thousand as compared to BGN 6,354 thousand in 2008. The
largest relative share - 58.94 % had details for the country and

abroad. In second place in terms of the volume of the output
were assemblies - 21.39%, followed by machines, reaching
18.31% of the manufactured output.
With sales of output in 2009 ZMM Nova Zagora realized net
revenues amounting to BGN 2,495 thousand as compared to
BGN 6,308 thousand in 2008, or a drop of 60%.
The company closed 2009 with a loss prior to taxation of BGN
19 thousand and profit after taxation of one thousand levs as
compared to a loss of BGN 333 thousand for 2008.

Financial results of ZMM Nova Zagora
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Mr. Boyan Dimitrov
Chief Executive, Leyarmach

In 2009 Leyarmach extended it’s own market profile with production of 150 tons new type castings for Power machine-building. In 2010 we aim at improving the results:
gradually reviving of the production in 2010 with German costumers, starting production of
castings - spare parts - for Bulgarian and foreign companies, entering the market of castings for
wind generators in Europe, which is pointed as the most perspective during next 10 years.

Leyarmach AD
In 2009 933 tons of casts were manufactured as compared
to 2,348 tons in 2008. In 2009 casts of a total 1,004 tons were
sold, or 57 % less than 2008. The sold casts in terms of clients
were as follows: For ZMM — Sliven, Machstroy and Elprom
ZEM - 681 tons /67.8 %/, other clients in the country — 141 tons
/14.10%/ and export — 182 tons /18.10 %/.
Leyarmach realized revenues amounting to BGN 2,560 thou-

sand for 2008, of which BGN 2,431 thousand of net revenues
from sales. In 2008 the net revenues from sales were BGN
5,348 thousand.
The financial result for 2009 was a loss after taxation amounting to BGN 72 thousand as compared to a loss of BGN 174
thousand for 2008.

Financial results of Leyarmah
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Mr. Valentin Filipov
Chief Executive, Elprom ZEM
In 2009 Elprom ZEM reached the edge of the sales in the past 10 years. The world economic
crises influenced the company’s results not until the last quarter of 2009. The main priority in
2010 in the conditions of continuing instability and strongly reduced investment interest is for us
to continue the innovation development and to optimize the processes in order to be attractive
for our clients.

Elprom ZEM AD
Elprom ZEM manufactures electrical machinery – electric
engines – asynchronous and synchronous, asynchronous
generators and hydrogenerators. The company carries out
repairs of hydrogenerators and high voltage and low voltage
machines.
For 2009 the company realized operating revenues amounting to BGN 15,691 thousand as compared to BGN 14,807
or a growth of 6%. The revenues had the following structure:
Electric engines BGN 1,728 thousand /1,383 thousand for

2008/, generators BGN 8,565 thousand /BGN 3,220 thousand
for 2008/ and repairs of hydrogenerators BGN 4,969 thousand
/BGN 9,466 thousand for 2008/.
For 2009 Elprom ZEM realized a profit prior to taxation of
BGN 544 thousand, and the profit after taxation was BGN 477
thousand.
For 2010 – 2011 despite the present crisis, Elprom ZEM plans
an increase of output. The company envisages to launch the
manufacture of wind generators, which will allow it to take over
a new market niche.

Financial results of Elprom ZEM
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Trends

Machine building

The demand for metal cutting machinery may be determined as relatively stable within a longer
period of time with cyclic fluctuations and reduced demand every 3-4 years. This is due to the
facts that the life cycle of the products is long and they are sold to a large circle of clients. Of more
material importance on demand is the general economic status of the respective market.
The companies in the machine building sector, in view of their specialization in the production
of goods designated for export, face an extreme reduction of investment costs on a global
scale. In 2009 the machine building companies, with the exclusion of Elprom ZEM, have a 70%
decrease of orders, respectively of production as compared to 2008. Measures have been
undertaken for reduction of costs and optimization of production. The number of personnel was
reduced with an average of 50% for the period from November 2008 to the end of 2009. In view
of the optimization of the activity of ZMM Bulgaria Holding a decision was made for temporary
production of machinery at only one site. For this reason Machstroy Troyan went into regime of
maintenance of the technological capacity until the stabilization of the market of metal cutting
machines.
According to the management of ZMM Bulgaria Holding, the recovering of the machine building sector from the crisis may begin in the middle of 2010 at the earliest. An additional corporate resource for the companies in ZMM Bulgaria Holding is the possibility for internal optimization and distribution of the production and technological tasks among all companies in the
Group. The Group also relies on the positive effect from the centralized marketing, unification of
products, supply management and distribution of the orders and sales. The presence at many
markets is a good prerequisite for diversification of the risk from a total slump of orders and a
good prognosis for a successful future operation in the conditions of an economic revival.
Regarding the production and rehabilitation of electric engines and hydro generators at Elprom
ZEM 2009 was a successful year. Despite the global economic crisis the company managed
to realize a growth in the sales revenues. The good economic indicators are partly due to the
fact that the terms for execution of the orders at Elprom ZEM frequently exceed one year and
in 2009 the company received revenues from orders assigned in previous years. Elprom ZEM
continues to impose its trade mark and reputation at the international market and the prospects
for development of the company remain good. The more difficult funding, including for projects
in the energy sector, may have a negative effect on the business of Elprom ZEM.
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Mrs. Katya Stoyanova
Chief Executive, Dunav Tours
For Dunav Tours 2009 was a year to overcome the negatives of the global economic crisis
- Dunav Tours was a link between European countries, bringing together different languages,
cultures and histories by all the tourists being guests on board of our vessels. They felt the spirit
of Bulgaria.
As a challenge in 2010 and subsequent years we may state our willing to expand the business
in order to prove our strength as well as our will for growth and improvement in these difficult
times.

Dunav Tours AD
Dunav Tours is the majority owner of the companies Dunav Tours
Hotels EAD, Tourist Company Dunav AD, Dunav River Navigation
AD and Ship Company Dunav EAD.
Dunav Tours and its subsidiaries operate with a fleet of five own
passenger ships Sofia, Rousse, Rousse Prestige, Elegant Lady,
Heinrich Heine, which they provide to chartees, which in their
own turn organize the cruise programs and attract tourists. Dunav
Tours and its subsidiaries ensure the navigation and the technical
servicing of the ships and are responsible for their working order
and insurance and provide the ship and hotel crews. The main
market of the company is Europe with main routes along the rivers
Rhine - Maine - Danube and Mosel.
The tour operation and agency activities of the group of Dunav
Tours comprises of tourist services of foreign ships mooring in
Bulgarian port on the Danuve River. In 2009 about 150 ships and
12,000 tourists were serviced. The company carries out agency
activities for the arriving foreign ships at some Danube ports. The
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company has a pontoon at the Danube located on an area of
about 4 decares suitable for mooring of all kinds of river ships,
including passenger ships.
As a whole the negative effect from the shrinking of the tourist
market and the river transportation affected the results for 2009
and may affect the following tourist seasons as well.
The consolidated revenues of the company in 2009 amounted
to BGN 19,103 thousand /compared to BGN 19,637 thousand in
2008 /of them BGN 18,754 thousand from the core activity — BGN
17,124 thousand from chartering of the five ships and BGN 1,630
thousand from tourist services and others and BGN 349 thousand
of other revenues — rents, sold non-current material assets, revenues from insurance events.
The consolidated financial result for 2009 was a profit after taxation
amounting to BGN 4,291 thousand as compared to BGN 3,871
thousand for 2008.
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Financial results of Dunav Tours /consolidated/
Operating income
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Trends

River cruises

River cruises represent a specific segment of the tourism sector and follow the main trends in
the sector. As a whole the financial and economic crisis and the decrease of recreation costs
have a negative impact on the business of touristic cruises on a global scale, both for sea and
river cruises. To a greater extent it affects the tourist flows from countries outside Europe and
to a lesser extent European tourists with relatively guaranteed income, due to the minimal additional and accompanying costs.
In 2009 the crisis did not have a serious effect on the revenues from the business of Dounav
Tours AD. The company has contracts for chartering of all its ships for 2010, and for a part of
them — until 2012. The signed contracts in 2009 are under better financial terms, which is an
indication for a positive trend for the business. Of course, there is always a risk of cancellations
contracts or bankruptcy of chartered companies. Each further deterioration of the economic situation would have a negative effect on the business. Diversification of the risk may be achieved
through optimization of the costs and provision of value added services and out-of-season and
holiday cruises, as well as tourism programs on the territory of the country.
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Mrs. Tamara Hristova
Chief Executive, Avgusta Mebel

In 2009 Avgusta Mebel registered a 35% decrease in its total revenue due to the reduced demand for furniture woldwide. Despite the reduced volumes, we preserved our presence on all of
our markets and expanded the list of our customers to include one of the world’s leading brands
for children’s products. In 2010 we expect to increase our revenue and build up new partnerships
as a basis for future growth.

Avgusta Mebel AD
The main markets of the company in the last several years
have been France, USA, Ireland, Great Britain, Greece. The
clients of the company are wholesalers and large companies
for catalogue commerce and design bureaus.
In 2009 Avgusta Mebel realized a drop of revenues from sales
as a result of the economic crisis. Despite that the company
did not suffer serious difficulties and maintained a normal
regime of operation. Many offers were prepared and orders
from Bulgarian and foreign clients were realized.
The manufactured and realized products of Avgusta Mebel in
2009 were as follows: hotel furnishings and hotel-type furnishings of bungalows and boarding house - 44%; home furniture,
office furniture, children’s and other furniture - 40%; ship furniture — 16%. According to the type of wood the structure was
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as follows: 24 % of the furniture was made of massive wood,
including wardrobes and cupboards and 76% of the furniture
was made from veneered MDF and Chipboard panels with a
lower percentage of massive wood.
For the accounting year 2009 Avgusta Mebel reported net revenues from sales amounting to BGN 2,098 thousand, of which
for export — BGN 1,263 thousand /60%/ and for the domestic
market — BGN 835 thousand /40%/. In comparison, for the
previous 2008 when the revenues were BGN 3,252 thousand,
the export sales were 70% and the sales at the domestic
market — 30%.
Avgusta Mebel closed 2009 with financial result - loss of BGN
14 thousand as compared to a profit of BGN 91 thousand for
2008.
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Financial results of Avgusta Mebel
Operating income
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Trends

Furniture production

Most foreign clients of Avgusta Mebel AD are wholesalers and large catalogue trade companies. The contracts are short-term, sometimes related to a specific site and cannot always be
continued with the same client. The risk is directly dependent on the stability of the markets
where the clients sell the production.
Some positive developments in the furniture industry have been noted and the expectations for
2010 are more optimistic than those for the previous year. The priorities of Avgusta Mebel are
to preserve its business relations with its existing clients while at the same time continue to seek
new ones. The target group the company is targeting in 2010 and should continue to target, are
companies with capabilities or serial or high-volume orders.
Information about the used financial instruments and the risk assessment is shown in Item 33
Financial Instruments of the Notes to the Consolidated Financial Statements as of 31.12.2009.
A commentary on the risks related to the activity of the company and the risk management is
presented in Item 5. Financial Risk Management of the Notes to the Consolidated Financial
Statements as of 31.12.2009.
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Management of the financial
resources. Use of financial instruments. Financial risk management. Description of the
main risks and uncertainties
facing the Company
IHB is capable of covering its liabilities. The main financial commitments of the company are related to investment projects of its subsidiaries.
Regarding the receivables, when there is uncertainty
about their collectability, the companies make the respective provisions.
Bulyard Shipbuilding Industry has signed contracts in
USD as well as obligations under delivery contracts in
Japanese yen.
IHB has a credit line for issuance of bank guarantees,
opening of letters of credit and working capital financing for IHB and its subsidiaries from DSK Bank. IHB
has obligations to bond holders regarding an issue of
convertible bonds 2008 with maturity on 29.10.2011. For
2009 the obligations under this issue comprised in payment of interests. The first interest payment was made
on 29.04.2009, and the second one - on 29.10.2009.
The guarantees provided by IHB for obligations of its
subsidiaries are secured. At this stage there is no risk
that the subsidiaries may not fulfill their obligations for
which the guarantees were issued.
The trends for the businesses where IHB and the companies in the Group operate are described after each
business on pages 30-59.

Opportunity for realization of
investment intentions, available
funds and possible changes in
the structure for funding of the
activity
In 2009 IHB met its needs for securitization of the costs
for its activity with its equity and attracted funds. The
equity result from revenues from core operations. In
2009 sources of revenues for IHB were interests on
provided loans to subsidiaries, dividends received from
subsidiaries and sale of services. A part of this funds
were redirected by the Holding to the funding of its
investment program.
The management of the Holding restructured the
available monetary resources for implementation of
its medium-term investment intentions in compliance
with the changes in the market climate. Projects which
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have already commenced are funding with priority. The
input funds are equity – resulting from the development
of the core operations of the Holding and the money
raised from the capital increase in 2007 and attracted
funds—raised by the bond issue. In case of shortage, the
remaining funds necessary for realization of the intended investment projects of the subsidiaries are provided
by IHB equity /including from capital increases/, sale of
assets, accepted deposits of free funds of subsidiaries,
advances by clients or bank credit, on a case by case
basis.
From the start of 2008 IHB has available the funds from
the capital increase from December 2007 amounting to
BGN 17,502 thousand. The amount of the auction for
non-exercised rights amounted to BGN 22,264 thousand, paid from 04.02.2008 to the right holders within
a term of five years. As of 31.12.2009 the sum due for
payment amounts to BGN 19,171 thousand.
In 2008 IHB issued a second issue of corporate convertible bonds. The loan was signed on 29.10.2008 and
amounted to BGN 21,649,600 and the number of the
bonds was 216,496 with par value per bond of BGN
100 each. The bonds are convertible, dematerialized,
interest-bearing, freely transferable, with an annual
interest rate of 8.00 %. The maturity is on 29.10.2011,
the interest payments are every six months with fixed
dates as follows: 29.04.2009; 29.10.2009; 29.04.2010;
29.10.2010; 29.04.2011; 29.10.2011.
As of the date of the present report IHB has utilized the
funds raised by the bond issue in full.
In 2009 IHB granted loans at a total value of BGN
31,162 thousand to Bulyard Shipbuilding Industry for
working capital funding for the construction of vessels
for the Group, which are at various stages of their construction schedule. A part of the liability was paid. As
of 31.12.2009 the unpaid amount of hte received loans
was BGN 19,344 thousand.
In the last years IHB made its largest investments in the
construction of its own ships. In 2009 the first two ships
for the Group were built - Emona and Marciana, which
already sail on time-charter. In 2009 the construction of
Karvuna /ship 458/ continued. It is the third ship to be
built for the Group. The vessel’s tonnage is 21,000-ton,
for bulk cargo, with an unlimited region of payment and
is the 8th ship under Project 640, built at Bulyard Shipbuilding Industry, and the second one from the latest
modification. It was commissioned in 03.08.2009. The
amount of the installment for the first sail of the ship is
EUR 6,300 thousand. The funds were provided with the
bond issue through Privat Engineering. The ship is ex-
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pected to be handed over to its owner in 10 May 2010.
On 01.11.2009 a subsidiary of Privat Engineering
bought ship with number 459, which was being built
at Bulyard Shipbuiling Industry for Navigation Maritime
Bulgarebut the contract was terminated. The price of the
ship is USD 21 million. The delivery term is July 2010.
The first advance installment for construction of Anteya /
ship 459/ is USD 8,400 thousand and represents 40% of
the contractual price. A part of the installment amounting to BGN 5,078 thousand was deducted from the
loans of Bulyard Shipbuilding Industry, and the remaining BGN 6,043 thousand are at the expense of the loans
granted to Privat Engineering. The funds come from the
remainder fo the bond issue, supplemented with equity
of the Group.
As of the moment of planning and also fund raising
from the issued bonds at the end of 2008, the management of IHB did not include ship Anteya in its mediumterm objectives. With the increase of the crisis in 2009
many ship owners had difficulties providing funding for
already ordered ships and this required renegotiation
of some of the terms for execution, while others cancelled the construction of navigation vessels. The loss
of orders required the restructuring of the investment
intentions within the Group. The priority became the
completion of the already started ships for which funds
were invested, and those which had not started were
moved forward in time. Thus for ship Anteya funds from
the bond issue were used which had been designated
for other projects.
Regarding ship 102 its construction is envisaged to start
in the first half of 2010. For the funding of the remaining
stages of its construction as well as of the construction
of ship Anteya additional funds will be needed.
As of the date of the present report the design for
expansion and modernization of port terminal KRZ Port
- Bourgas is approved by the expert inter-institutional
board and confirmed by the Ministry of Regional Development and Public Works and the Ministry of Transport,
Information Technologies and Telecommunications. A
procedure for selection of a contractor of the project
works was initiated. As of 31.12.2009 BGN 415 thousand was used for preparatory works. Of them about
BGN 180 thousand are for pre-feasibility and feasibility
studies, development of a General Plan, consultancy
services, etc. The bulk amount was used for fortification of the banks in the region of the future construction
activity arising from objective meteorological and physical conditions, as well as works to maintain the normal
treading depth in the aquatory of the port. Currently the
project is frozen due to some unclear issues regarding
the legal framework. The management of IHB intends to

invest in the project a part of the funds raised with the
new issue of shares.
Presently KRZ Port – Bourgas is developing a project
for construction of a local warehouse of grain storage
as part of the planned modernization of the capacities
for processing of grain cargo and construction of a
specialized grain terminal in the longer term. The latter
is an element of the project for expansion of the port.
The warehouse will have 2 silos with a total capacity of
6 thousand tons, at the amount of approximately BGN
1,200 thousand. The investment will be in equity combined with leasing schemes for the supplied assets. The
construction and mounting works will begin at the start
of March 2010.
In 2009 IHB increased the credit limit agreed in 2006
with DSK Bank for issuance of bank guarantees, opening of letters of credit and working capital financing of
the Holding and/or the companies in its Group from
BGN 4.5 million to BGN 10 million with an option for disbursement in BGN, EUR and USD. The maturity of the
credit is on 29.11.2010, and the term may be extended
with annexes up to 2014.
As of 31.12.2009 the consolidated receivables of IHB
amounted to BGN 15,793 thousand as compared to
BGN 41,747 thousand in 2008. They were mainly shortterm commercial and other receivables – BGN 15,439
thousand and long-term receivables - BGN 354 thousand.
The consolidated net assets of IHB as of 31.12.2009,
not including minority participations, amount to BGN
196,705 thousand.
The total consolidated liabilities of IHB as of 31.12.2009
amount to BGN 159,640 thousand as compared to
BGN 147,844 as of 31.12.2008. The increase is due to
the increase of the loans – both short-term and longterm with a total of BGN 25,575 thousand. Commercial
and other liabilities amount to BGN 96,602 and mark
a decrease of BGN 12,842 thousand as compared to
those on 31.12.2008. These liabilities also include BGN
19,171 thousand for amounts from unexercised rights of
shareholders.

Important events occurring
after the annual accounting closure
In January 2010 a decision was made for increase of
the capital of subsidiary Privat Engineering AD by BGN
2,000 thousand through the issue of 200,000 ordinary
shares with par value of BGN 1 each and issue value of
BGN 5 in order to repay a part of the obligations of the
Company in connection with the construction of ships.
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The increase was fully subscribed by IHB AD and fully
paid.
In January 2010 the due amount for the full payment of
the capital of joint-stock company Rekolta AD was fully
paid.
In January 2010 a total of BGN 9,371 thousand principal
and due interest as of 31.12.2009 was repaid by Privat
Engineering AD.
On 7 January 2010 Bulyard Shipbuilding Industry AD
officially handed over the new ship Marcana to the ship
owner Marciana Ltd., a subsidiary in the IHB Group.
This is a 9800 dwt, multipurpose ship with unlimited
navigation region.
In February 2010 the subsidiary Privat Engineering AD
signed a contract with a commercial bank under which
it received a credit amounting to USD 10,000 thousand
at an annual interest rate - monthly LIBOR plus 5%. As
security of the credit a first order maritime mortgage of
commercial ship Karvuna, owned by a company in the
Group was registered and a contract for guarantees
was signed between the bank and Industrial Holding
Bulgaria AD pursuant to which the Holding became the
guarantor and is jointly responsible for the fulfillment of
the obligations of Privat Engineering AD to the bank.
In February 2010 the management of IHB made a decision to increase the capital of the Company through a
new issue of shares amounting to 14,585,372 ordinary,
dematerialized, freely transferable, registered shares
with issue value of BGN 1.40 and a total size of the issue amounting to BGN 20,419,520.80. The investment
intermediary who services the capital increase as per
the requirement of Article 112b of the Law on the Public
Offering of Securities – is KBC Securities N.V., Bulgaria
Branch. The prospectus for the increase has been approved by the Financial Supervision Commission and
there is currently a subscription for the increase of the
capital.

Important scientific research
and development
IHB has not performed research and development
activities for the period covered by the historic financial
information.
The companies in IHB Group constantly carry out
research and development with regard to their own
products and technologies. The more important innovative efforts of the terms are directed towards improvement of the offered products and individual production
processes through the use of modern materials and
technologies for their development.
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Envisaged development of the
company
Key trends for the activity IHB
The key trends for the activity of the Holding in the following years are expected to be related to:
Acquisition, assessment and sale of interests in
other companies;
Management of the companies in its portfolio where
IHB may exercise control directly or through related
parties;
Establishment of new companies;
Investment in the companies in the portfolio in which
IHB has a long-term interest;
Funding of the companies in which the Holding
participates.
The key strategic interests of IHB are in the following
sectors and businesses:
Maritime business – construction and repair of ships,
port activities, classification and certification, shipping;
River cruises;
Machine building.

Plans of material importance related
to the activity of IHB

The management efforts in 2010 continue to be directed
towards mitigating the negative impact of the global
economic crisis on its subsidiaries.
In the following years new capital costs within the Group
may be incurred in cases of funding of new or the
development of already launched projects of IHB and its
subsidiaries, including in connection with the investment
program of the shipyard for the respective year, the expansion of the port terminal in Bourgas, the purchase of
a new river ship, concessions of passenger ports on the
Danube, upon signature of contracts for construction of
new ships, etc. If necessary the Holding will continue to
fund the current development of the companies in the
Group.
Capital costs may also be incurred for new acquisitions
and expansion of the business related to the development priorities of IHB.
The decisions for the amount and sources of then necessary funds will be made on a case by case basis.

Changes in the price of the company shares
In 2009 the price of IHB’s shares marked an increase
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from BGN 1.54 to BGN 1.75 per share at the end of the
year or a growth of 13.64 %. For comparison the indices
of BSE – Sofia for the same period had an increase
of their value respectively SOFIX - 19.13%, BG40 8.67% and BGTR30 – 22.73%.
The shares remained one of most liquid positions at BSE
– Sofia during the whole year.
In 2009 the data about the trade in the shares of IHB /
stock exchange code 4ID/ were as follows:
Statistics for the period 01.01.2009 – 31.12.2009 /information by BSE - Sofia
Last average weighted price (BGN)

Value

Date

1.75

28-12-2009

Maxium average weighted price (BGN)

2.22

01-10-2009

Minimum average weighted price (BGN)

1.01

12-02-2009

Average weighted price for 2009 (BGN)

1.58

Percentage change on the basis of data for
accounting puposes*

13.64%

Value change (BGN)

0.21

Number of transactions in 2009

4 926

Traded volume in 2009 (number of shares)

6 268 161

Data about trading in the bonds
of the company
On 16.12.2008 trading in the second issue of corporate
bonds of IHB - issue 2008 was launched at Bulgarian
Stock Exchange – Sofia AD, bonds segment. The stock
exchange code is 4IDC. The amount of the issue is BGN
21,649,600 and the number of bonds is 216,496 with
par value per bond of BGN 100 each.
The market batch is one lot = 10 bonds. The price of the
entered orders is a percentage of the par value of one
market batch /net price / and the price of the orders for
purchase and sale of bonds does not include the accrued interest from the date of the last interest payment
to the moment of entry of the order. The price for entry
for trading on 16.12.2008 was 100 % of the par value.
The cash settlement of the transaction is in Bulgarian
levs.
In 2009 there was trading in the corporate bonds only
on 24.03.2009, with a volume of 1,220 lots, average
weighted price of 104.55% or BGN 1,077.94 minimum
price 104.55%, maximum price 104.55% and turnover
BGN 1,315,084.36.

Average monthly volume 2009 (number of shares) 522 346
Turnover in 2009 (BGN)

9 890 040.60

Average monthly turnover 2009 (BGN)

824 170

* The values are adjusted due to a capital increase.

Diagram of IHB share price movements for the period
01.01.2009 – 31.12.2009.
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Shareholding structure as of
31.12.2009
The capital of IHB as of 31.12.2009 is BGN 43,756,118.
As of 31.12.2009
Shareholders

Number of
shareholders

Number of
shares

% of the
capital

All

55 255

43 756 118

100,00%

Legal persons

167

36 307 907

82.98%

Natural persons

55 088

7 448 211

17.02%

3

21 776 573

49.77%

Venside Enterprises Ltd

13 472 245

30.79%

Bulls AD

5 863 673

13.40%

DZH AD

2 440 655

5.58%

21 979 545

50.23%

Shareholders holding more than 5%,
inclusive

Shareholders holding less than 5%

55 268
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