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Dear Shareholders,

In the past year, 2025, Industrial Holding Bulgaria PLC and its subsidiaries continued to operate in a volatile and
unpredictable global economic environment characterised by ongoing geopolitical uncertainty, significant fluctuations in
energy and commodity prices, and tightening financial conditions.

In this environment, the Company maintained its financial sustainability and consistently performed its functions as a
holding structure, managing equity interests, controlling the investment portfolio, and allocating financial resources
effectively.

During the reporting period, Industrial Holding Bulgaria PLC focused its efforts on maintaining adequate liquidity,
mitigating financial risks, and ensuring a stable capital position. The Company continued to work to increase the value of
its investments and protect the interests of its shareholders.

The financial performance of Industrial Holding Bulgaria on a non-consolidated basis was as follows in 2025:

Revenue of IHB amounted to BGN 9,716 thousand in 2025 (2024: BGN 7,632 thousand). During the reporting period,
dividend income grew compared to 2024 by BGN 2,454 thousand. On the other hand, interest income decreased by BGN
322 thousand.

The Company reported a profit of BGN 2,575 thousand (2024: BGN 15,641 thousand) on a non-consolidated basis for
2025. The decrease in the profit was primarily due to the following factors:

e In 2024, a one-off effect of reversed impairment of investments of BGN 6,867 thousand was reported, which was
not present in 2025;

e |n 2025, exchange rate losses of BGN 5,269 thousand were realised compared to exchange rate gains of BGN
2,505 thousand in 2024, which were due to the open USD exposures due to loans receivable and cash relating to
investments already made and forthcoming in the ship portfolio of the Group for the acquisition of the new ships.

The assets of IHB on a non-consolidated basis amounted to BGN 316,804 thousand (2024: BGN 306,564 thousand) and
the net assets amounted to BGN 284,295 thousand (2024: BGN 281,640 thousand).

In 2025, the weighted average price per share of the Company was BGN 1.6677 (a weighted average price per share of
BGN 1.6982 for 2024), or a decline of 1.80%. The weighted average price on 19 December 2025 was BGN 1.5577 vs the
most latest weighted average price on 20 December 2024 of BGN 1.7122, or a decrease of 9.02%. In 2025 the leading
indexes of the Bulgarian capital market registered a growth, as follows: SOFIX by 29.54%, BGBX40 by 18.62%, and BGTR30
by 15.21%.
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1. FINANCIAL INDICATORS OF |HB FOR THE LAST THREE YEARS /ON A NON-CONSOLIDATED BASIS/
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Return on Operating income

%
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Return on Equity ROE
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2. OPERATING RESULTS OF IHB

2.7. FINANCIAL RESULTS ON A NON-CONSOLIDATED BASIS

Revenue of IHB amounted to BGN 9,716 thousand in 2025 and had increased compared to that in 2024 (BGN 7,632
thousand). The revenue originated from:

e Dividends from subsidiaries — 76.05%;

e Interestincome — 23.95%;
Dividend income reached BGN 7,389 thousand (2024: BGN 4,935 thousand). The increase was mainly due to dividends
distributed by Bulyard Shipbuilding Industry and higher dividend income from Maritime Holding. In 2025, the latter
increased by BGN 1,231 thousand compared to 2024, reflecting the disposal of the investment in the Bulgarian Register
of Shipping, a subsidiary of Maritime Holding.

Interest income amounted to BGN 2,327 thousand vs BGN 2,649 thousand in 2024. Income originated from interest-
bearing receivables on monetary loans granted to subsidiaries in the amount of BGN 1,568 thousand and interest on bank
deposits and US government securities in the amount of BGN 759 thousand.

No impairment loss on net investments was recognised in 2025. In 2024, an impairment loss of BGN 6,867 thousand
(Maritime Transport segment) was reversed.

Persons with revenue exceeding 10% of the total revenue were:

e Bulyard Shipbuilding Industry (a subsidiary)— 36.64 % of total revenue;

e ZMM Bulgaria Holding (a subsidiary) — 22.52 % of total revenue;

e Maritime Holding (a subsidiary) — 14.83 % of total revenue.
Revenue from foreign markets amounted to BGN 153 thousand, and that from the domestic market amounted to BGN
9,563 thousand, respectively.

The 2025 operating expenses of IHB amounted to BGN 1,366 thousand, compared with BGN 1,466 thousand in 2024. In
2025, the Company paid BGN 91 thousand under an office rental agreement to a lessor that is a related party of IHB.

The 2025 profit after tax amounted to BGN 2,575 thousand compared to the 2024 profit of BGN 15,641 thousand.

The Management Board of IHB had not published forecasts of results on a non-consolidated basis in 2025, so the ratio
between the financial results achieved, as reported in the financial statements for the financial year, and the earlier
published forecasts was not analysed.

2.2. NON-FINANCIAL INFORMATION
a. Basic non-financial indicators measuring the operating result

In addition to monitoring its financial metrics, the Company monitors also certain basic non-financial indicators relating
to its activity and to the operations of its subsidiaries.

The main non-financial indicators relate to the following:

e (Customer satisfaction — the Group subsidiaries observe the procedures developed within the scope of ISO quality
management systems. There are no lawsuits brought against IHB and the Group companies on matters relating
to the safety of products offered by them;

e (Quality of products offered — IHB ensures that the Group subsidiaries will monitor the quality of products they
manufacture through indicators, such as number of claims, %age of claims to the total number of products
manufactured, etc. Indicators measured have low values. The quality level is part of the personal business
assignments of the executive officers;

e Fmployees’ satisfaction — IHB monitors that the Group subsidiaries comply with the regulatory health and safety
requirements and improve them. The entities implement programs financed by EU funds, invest their resources,
and observe the instructions of the competent authorities. The development and training of employees is an
essential factor for their satisfaction — IHB regularly monitors the structure and composition of the subsidiaries’
employees (age, education, number of years at the Company) and seeks to ensure opportunities for diversification
by sex, ethnic origin, etc., and provides opportunities enabling their training and professional development. Centres
for professional qualification are established within the subsidiaries; active relationships are maintained with
several higher education institutions and traineeship programs are implemented;

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 8
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e Fcology — IHB requires the subsidiaries to report annually on the environmental assessment and measures taken
to prevent any non-compliance with regulations and to encourage best practices for reducing harmful effects on
the environment. Significant administrative sanctions to combat offences against the environment were not
imposed on the Group.

Most matters relating to employee satisfaction and ecology have been incorporated in the Code of Ethics implemented
by IHB and its subsidiaries and the approved Policy of Diversity. Information is also provided annually, on a consolidated
level, in the Non-financial Statement.

The Company has committed to complying with the National Corporate Governance Code, approved by the BSE. The main
purpose of the Code is to encourage and applaud best practices in corporate governance.

IHB monitors the changes in the Group’s potential and its investment opportunities, calculating the ratio of the market
value to the carrying amount:

Market value/Book value (Net assets)

ratio

0,619
0,589

0,530

2023 2024 2025

b. Information on the key intangible resources and their role in the Company's business model

Intangible resources are an essential part of IHB's long-term sustainability and competitiveness as a Group. These include
intellectual property, know-how, reputation, stakeholder relationships, human capital, organisational processes,
innovation, and digital assets. Some of these are financially reflected in intangible assets in the Company's separate and
Group's consolidated financial statements, respectively.

Dependence of the business model on intangible resources

The business model of the Holding and its subsidiaries depends on the effective use and development of intangible
resources:

o Knowledge and expertise - the qualification of the Group's employees, specialised knowledge of processes and
technologies create competitive advantages for the subsidiaries and IHB, respectively, and support adaptation to
the dynamic market environment;

e Reputation and brand - the customer's and partner's trust is key to the subsidiaries' sustainable growth and market
presence. Their brands are well-known and perceived as a guarantee of quality. The subsidiaries' affiliation with
the IHB Group creates an additional reputational advantage and helps attract large international customers;

e Relationships with customers and partners — the Group companies and IHB traditionally maintain good
relationships with stakeholders (suppliers, customers, investors, financial institutions, educational institutions, and
industry organisations), which supports the long-term stability of the business;

e Digital resources - implemented software solutions improve the efficiency of the Group companies and the Holding
itself and provide competitive advantages.

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 9
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Intangible resources as a source of value creation

Intangible resources create value for IHB as a Group through:

e [nnovation and competitiveness - the development of products, services, and technology ensures sustainability
and growth;

e Optimisation of in-house processes - improving operational efficiency through digitalisation results in reduced
costs and increased productivity;

e Talent attraction and retention - the Group's good reputation and investment in human capital foster employee
motivation and engagement;

e Sustainable trust and long-term partnerships - intangible assets such as corporate social responsibility and ethical
business practices strengthen stakeholder trust and ensure long-term value.
2.3. INVESTMENT PORTFOLIO

a. Portfolio structure

As of 31 December of the last 3 years:

Business sector 2025 2024 2023

Maritime transport 45.94% 45.94% 46.34%
Ship building and ship repair 24.89% 24.89% 34.26%
Port operations 26.69% 26.69% 16.71%
Machine building 2.23% 2.23% 2.42%
Other companies 0.25% 0.25% 0.27%
Investments, in BGN'000 215,031 215,031 198,339

b. Organisational changes within the Group

As of 31 December 2025, the IHB portfolio, directly and through related parties, comprised 23 entities: 9 direct subsidiaries,
12 indirect subsidiaries, and 2 indirect associates.

The direct investments of IHB in corporate securities at the year-end amounted to BGN 215,031 thousand, including BGN
130 thousand investments abroad. For further details, see Note 13 of the notes to the separate financial statements for
the year ended 31 December 2025.

Investments in securities outside the economic group of IHB are insignificant participations of an immaterial amount (less
than BGN 1 thousand).

In October 2025, Maritime Holding, a subsidiary of Industrial Holding Bulgaria, sold its shares in the Bulgarian Register of
Shipping that represented 100% of its capital. The transaction price was EUR 1,450 thousand, and the buyer was a
Bulgarian company unrelated to Industrial Holding Bulgaria.

2.4. KEY ACTIVITIES

a. Management of the Subsidiaries

Pursuing the goals set at the start of the year regarding its subsidiaries in 2025, IHB also continued to participate actively
in the strategic planning of its subsidiaries' operations. IHB encouraged and facilitated:

e |mplementation of investment events;

e |Improvement of their products and services, development and production of new products and services depending
on market demand,

e |mprovement of marketing activities, human resource management and other corporate management-related
operations;

e Ensuring funding for the operating and investing activities of the companies;

e Analysis and assessment of the options for use of new technology.
Changes in the basic principles of management of the IHB Group subsidiaries and of the Company itself were not made
during the reporting period.

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 10
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b. Participation in the process of business planning and control of the results achieved
IHB management sets the strategic goals and results to be achieved by each subsidiary during the year.
c. Cooperation for funding of the subsidiaries

IHB assists with funding the operations of the Group companies by granting loans and cooperating in negotiations for
bank financing.

2.5. INFORMATION ABOUT TRANSACTIONS

In 2025, IHB did not conclude any large transactions or such of significant importance, except for the investments in
subsidiaries and contracts for financing subsidiaries.

Related party transactions in 2025 included provision of loans and guarantees to Group subsidiaries, receipt of deposits
from them, interest income, and respectively, interest expenses, receipt and repayment of loans and deposits, revenue
from sales of services, and dividend income.

The transactions during the period were at arm’s length.
The majority of loans IHB granted to/received from its subsidiaries in 2025 had a fixed interest rate.

The current loans granted as of 31 December 2025 by IHB, as a lender, only to its subsidiaries (direct and indirect) and
indirect associates were as follows:

e |oan granted to KLVK, UIC 130735957, under a Loan contract dated 26 July 2024, interest of 3% and maturity on
31 December 2030. The loan principal was BGN 17,059 thousand as of 31 December 2025;

e | oan granted to Bulyard Shipbuilding Industry, UIC 103862587, under a Novation contract dated 01 April 2018 and
annexes thereto, interest of 2.1% and maturity on 31 December 2026. The loan principal was BGN 1,197 thousand
as of 31 December 2025;

e |oan granted to Bulport Logistics, UIC 200421706, under a Novation contract dated 01 June 2024 and annexes
thereto, interest of 2.1% and maturity on 31 December 2027. The loan principal was BGN 4,038 thousand as of 31
December 2025,

e | 0an granted to Karvuna Ltd, UIC n/a, under a Novation contract dated 01 January 2018 and annexes thereto,
interest of 2.1% and maturity on 31 December 2027. The loan principal was BGN 1,317 thousand as of 31
December 2025;

e | oangranted to ZMM Nova Zagora AD, UIC 119003196, under a Loan contract dated 24 January 2023 and annexes
thereto, interest of 2.1% and maturity on 31 December 2027. The loan principal was BGN 4,447 thousand as of 31
December 2025;

e | oan granted to Odessos PBM EAD, UIC 103930885, under a Loan contract dated 08 March 2022 and annexes
thereto, interest of 1.6 % and maturity on 31 March 2029. The loan principal was BGN 19,060 thousand as of 31
December 2025;

e | oan granted to Odessos PBM EAD, UIC 103930885, under a Loan contract dated 04 April 2024 and annexes
thereto, interest of 2.1 % and maturity on 31 December 2029. The loan principal was BGN 6,122 thousand as of 31
December 2025;

e |oan granted to Odessos PBM EAD, UIC 103930885, under a Loan contract dated 25 April 2024 and annexes
thereto, interest of 2.1% and maturity on 30 June 2026. The loan principal was BGN 552 thousand as of 31
December 2025;

e |oan granted to Odessos PBM EAD, UIC 103930885, under a Loan contract dated 23 May 2024 and annexes
thereto, interest of 2.17% and maturity on 30 May 2028. The loan principal was BGN 10,881 thousand as of 31
December 2025;

e | oan granted to ZMM Sliven AD, UIC 119002557, under a Loan contract dated 19 July 2024, interest of 2.1% and
maturity on 31 March 2031. The loan principal was BGN 3,239 thousand as of 31 December 2025;

e | oan granted to ZMM Sliven AD, UIC 119002557, under a Loan contract dated 30 September 2024, interest of 2.1%
and maturity on 31 May 2032. The loan principal was BGN 1,182 thousand as of 31 December 2025;

e | oan granted to ZMM Sliven AD, UIC 119002557, under a Loan contract dated 24 February 2025, interest of 2.1%
and maturity on 31 December 2027. The loan principal was BGN 1,098 thousand as of 31 December 2025;

e | oan granted to ZMM Sliven AD, UIC 119002557, under a Loan contract dated 10 March 2025, interest of 2.1% and
maturity on 31 December 2027. The loan principal was BGN 332 thousand as of 31 December 2025.

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 11
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e |oan granted to ZMM Sliven AD, UIC 119002557, under a Loan contract dated 01 April 2025, interest of 2.1% and
maturity on 31 December 2030. The loan principal was BGN 1,198 thousand as of 31 December 2025;
e | oan granted to Drazki Varna EAD, UIC 207442119, under a Loan contract dated 04 July 2023, interest of 7.5% and
maturity on 04 July 2033. The loan principal was BGN 51 thousand as of 31 December 2025;
The current loans granted as of 31 December 2025 by IHB subsidiaries, as lenders, to IHB only within the IHB Group were
as follows:

e |oan granted by Privat Engineering to its subsidiary Tirista Ltd, UIC n/a, under a Loan contract dated 25 February
2011 and annexes thereto, interest of 2.1% and maturity as of 31 December 2027. The loan principal was BGN
5,223 thousand as of 31 December 2025;

e |oan granted by Privat Engineering to its subsidiary Karvuna Ltd, UIC n/a, under a Novation contract dated 31
October 2013 and annexes thereto, interest of 2.1% and maturity as of 31 December 2027. The loan principal was
BGN 9,448 thousand as of 31 December 2025;

e |oan granted by Privat Engineering to its subsidiary Karvuna Ltd, UIC n/a, under a Loan contract dated 20 August
2024, interest of 2.1% and maturity as of 31 December 2027. The loan principal was BGN 3,252 thousand as of 31
December 2025;

e | oan granted by Privat Engineering to its subsidiary Karia Ltd, UIC n/a, under a Loan contract dated 26 July 2024,
interest of 3% and maturity as of 31 December 2030. The loan principal was BGN 11,681 thousand as of 31
December 2025;

e | oan granted by KLVK to its subsidiary Odria Ltd, UIC n/a, under a Loan contract dated 02 January 2013 and
annexes thereto, interest of 2.1% and maturity on 31 December 2030. The loan principal was BGN 13,951 thousand
as of 31 December 2025;

e | oan granted by KLVK toits subsidiary Serdika Ltd, UIC n/a, under an Agreement dated 12 March 2018 and annexes
thereto, interest of 2.1% and maturity as of 31 December 2030. The loan principal was BGN 25,9517 thousand as of
31 December 2025;

e | 0an granted by KLVK to its subsidiary Vaya Ltd, UIC n/a, under a Loan contract dated 26 July 2024, interest of 3%
and maturity as of 31 December 2030. The loan principal was BGN 8,865 thousand as of 31 December 2025;

e | oan granted by KLVK to its subsidiary Ticha Ltd, UIC n/a, under a Loan contract dated 26 July 2024, interest of
3% and maturity as of 31 December 2030. The loan principal was BGN 11,638 thousand as of 31 December 2025.

As of 31 December 2025, the balance of the liabilities of IHB and its subsidiaries on bank loans received is as follows:

. , Currency Interest rate % Maturity 31 December 31 December
In BGN0OO 2025 2024
Bank Loan Agreement No. 22F-000155 of 24 EUR 1.40% 2029 12.378 16,299
February 2022
Bank Loan Agreement No. T9F-002296 of 8 o
October 2019 EUR 1.60% 2026 121 307
Bank Loan Agreement No. 22F-001225 of 07 BGN RIR +17% 2026 1648 )
November 2022

14,147 16,606

Bank loan contract No. 22F-000155 was obtained by Industrial Holding Bulgaria in February 2022 to invest in a project for
the extension of one of the ports in the amount of EUR 10,000 thousand. The contract is secured by a mortgage on a
subsidiary's real estate (land and buildings).

Bank loan contract No. 19F-002296, drawn out by ZMM Sliven to finance the construction of a photovoltaic power plant,
matures in October 2026 and is to be repaid in equal instalments. The borrower's parent company, ZMM Bulgaria Holding,
is the company-co-borrower under the loan. The contract is secured through a registered pledge on plant and equipment.

Under Bank loan contract No. 22F-001225 with a commercial bank a total limit for working capital financing, issuance of
bank guarantees and letters of credit to the benefit of the Holding and/or its Group companies was provided in an amount
of up to BGN 12,000 thousand. In October 2025, an annex was signed to revolve the portion of the loan used as an overdraft
facility until 04 November 2026. The current floating interest rates amount to (a) for loans denominated in EUR - a one-
month EURIBOR + 1.2%, but not less than 1.2%.; (b) for loans denominated in BGN — the reference interest rate of the
financing bank + 1.7%, but not less than 1.7%. There was no change in the interest rates as a result of the adoption of the
euro as an official currency of the Republic of Bulgaria as of 01 January 2026. The facility is secured by mortgages on real

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 12
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estate (land and buildings) of a Group company, which is also a guarantor under the loan. Funds of BGN 1,648 thousand
were utilised under the contract as of 31 December 2025, and bank guarantees were issued to Group companies for the
total amount of BGN 235 thousand (Bulyard Shipbuilding Industry EAD in the amount of BGN 200 thousand, IHB Metal
Casting AD in the amount of BGN 20 thousand and ZMM Nova Zagora in the amount of BGN 15 thousand).

As of 31 December 2025, the IHB receivables amounted to BGN 76,948 thousand, (2024: BGN 67,293 thousand), including
a long-term portion - receivables on granted cash loans of BGN 69,446 thousand and a short-term portion of BGN 7,502
thousand. The main portion thereof comprised receivables on loans grated to related parties in the amount of BGN 2,601
thousand (2024: BGN 4,945 thousand). The most significant portion of the remaining BGN 4,901 thousand (2024: BGN
744 thousand) comprised dividend receivable from related parties in the amount of BGN 4,448 thousand and interest
receivable on bank deposits of related parties in the amount of BGN 164 thousand.

The net assets of IHB as of 31 December 2025 amounted to BGN 284,295 thousand and grew by BGN 2,655 thousand or
0.94% compared to 2024 (BGN 281,640 thousand).

The total liabilities of IHB as of 31 December 2025 amounted to BGN 32,509 thousand compared to BGN 24,924 thousand
as of 31 December 2024. They comprised mainly a bank loan payable of BGN 14,026 thousand, concluded to ensure loan
funds for investments to a subsidiary and interest-bearing loans from related parties.

Information on the transactions concluded between IHB and related companies during the year is disclosed in Note 23
Related Party Disclosures of the Notes to the Separate Financial Statements as of 31 December 2025, which states the
type and value of the transactions and the nature of the relationships and control.

No other proposals have been made for the conclusion of transactions that fall outside IHB's usual activity or substantially
deviate from the market conditions to which IHB or its subsidiary is a party.

In 2025, IHB experienced no unusual events or indications that had a material impact on its business.

In 2025, the Company did not report off-balance sheet transactions.

3. CORPORATE GOVERNANCE

3.1. CORPORATE GOVERNANCE STATEMENT
a. National Corporate Governance Code

On 26 October 2007, IHB approved the National Corporate Governance Code to carry out its activities in compliance with
its provisions. The BSE published the document.

Compliance with the Code is based on the principle «<comply or explain». Further information about that is disclosed as
part of the Comply or Explain Report under the National Corporate Governance Code. The Comply or Explain Report is a
part of the separate annual financial statements and is published on the Company’s website (www.bulgariaholding.com).

b. Internal control and risk management system
The internal control system of Industrial Holding Bulgaria comprises the following components:

Control environment — organisational structure, assignment of authority and responsibility, participation of those charged
with governance, commitment to competence, human resource policies and practices, management's philosophy and
operating style, integrity and ethical values.

Entity’s risk assessment - IHB implements a risk management system that is refined in line with the dynamic changes in
the business and financial environment in which the Group companies operate. Risks arising from the Group'’s activities
may be divided into systematic and non-systematic risks. Each subsidiary is exposed to specific types of risk depending
on the nature of its activity and the industry in which it operates. There is no special risk management unit within the
Holding structure. Each specific risk is established and managed by the persons in charge of the financial information
administration and, if necessary, by the management of Industrial Holding Bulgaria. Depending on the type of the
respective risk factor and the level of its impact on a particular company, specific preventive or remedial actions are taken
that are coordinated within the company or, if necessary, with the Holding's management.

Industrial Holding Bulgaria | Annual Report on a Non-consolidated Basis 2025 13
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Information system — the information system relating to the financial reporting of Industrial Holding Bulgaria and its
subsidiaries should be considered in two aspects — as a combination of rules, processes and procedures for reporting the
activity of the particular unit and as a system for reporting the subsidiaries’ activities that are part of the structure of the
Holding.

Control activities — To exercise effective control over the preparation of separate and consolidated financial statements
of Industrial Holding Bulgaria is one of the priorities of the Company's management. The control that subsidiaries exercise
may be considered in two directions: current control of the entities’ financial data, which is exercised by the Financial
Directorate of the Holding, and periodical control by management. The entities that have implemented ERP reporting
systems exercise automatic control of their financial information. With respect to the other companies, physical control
exercised by the persons in charge prevails.

Current monitoring of controls — The Group's internal control system is subject to monitoring by each Company for itself
and the Holding structure as a whole. At the level of the Holding, an Internal Control Department is established that
monitors the activity and finances within the IHB Group and conducts current and periodical reviews of the system and
processes within IHB and each Group company. The Audit Committee, which is elected by the General Meeting of
Shareholders, conducts reviews of the internal control system. The checks of the Internal Audit aim to establish
compliance with the internal control rules and procedures and their adequacy to the specific business environment in
which the audited unit operates.

Once a year, at a meeting of the Supervisory Board, the Management Board of the Company presents all gaps within the
internal control system that have been identified and reported to the Management Board by the Internal Control unit.
Following a decision of the Supervisory Board, specific actions are taken to improve the system.

c. Other corporate information

Information under Article 10, paragraph 1, letters "c’, 'd", 'f", "h", and "i" of Directive 2004/25/EC of the European Parliament
and of the Council of 21 April 2004 on takeover bids

Information under letter ¢) - significant direct and indirect shareholdings (including indirect shareholdings through pyramid
structures and cross-shareholdings) within the meaning of Article 85 of Directive 2001/34/EC

— During the reporting period, the Company has not received notifications about shares, acquired or sold, directly or
through brokers, meeting the criteria stipulated in Article 89, paragraph 1 of Directive 2001/34/EC concerning changes
in voting rights held.

Shareholders holding more than 10 % of the voting shares as of 31 December 2025:

Number of Number of
Shareholders holding more than 10 %, including shareholders shares % of the capital
Bulls AD 1 66,339,143 68.53%

Information under letter d) - the holders of any securities with special control rights and a description of those rights
There are no shareholders enjoying special control rights.

Information under letter f) - any restrictions on voting rights, such as limitations of the voting rights of holders of a given
percentage or number of votes, deadlines for exercising voting rights, or systems whereby, with the company’s cooperation,
the financial rights attaching to securities are separated from the holding of securities

There are no restrictions on the voting rights attached to shares.

Information under letter h) - he rules governing the appointment and replacement of board members and the amendment of
the Articles of association

e Supervisory Board
The General Meeting of Shareholders elects and dismisses the members of the Supervisory Board and resolves on their
remuneration. The mandate of the Supervisory Board is five years. The members of the Supervisory Board may be relieved
from office prior to the expiry of the mandate for which they were elected. The members of the Supervisory Board may be
re-elected without limitation. The Chairperson of the Supervisory Board concludes the management and representation
contracts with the Executive Directors.
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e Management Board
The members of the Management Board are elected by the Supervisory Board that resolves on their remuneration and
may be replaced at any time. The members of the Management Board must meet the requirements of the law. The
mandate of the Management Board is five years. The relationships between the Company and the members of the
Management Board are arranged by means of management contracts. The contract is concluded in writing on behalf of
the Company by the Chairperson of the Supervisory Board, or another member of the Supervisory Board duly authorised
by the Chairperson.

e Provisions regarding the amendment and supplementation of the Articles of Association
The General Meeting of Shareholders adopts, amends and supplements the Articles of Association of the Company. Any
decisions on amendments and supplementations of the Articles of Association are approved by a majority of 2/3 /two-
thirds/ of the voting shares present at the General Meeting of Shareholders.

Information under letter i) - the powers of board members, and in particular the power to issue or buy back shares.

The Company’s capital may be increased by decision of the General Meeting of Shareholders through the issuance of new
shares or through conversion of bonds that have been issued as bonds convertible into shares. According to the
Company's Articles of Association (Art. 12a, para. 1) within 5 /five/ years as of 15 June 2023, on the grounds of Article
196 of the Commercial Act, the Management Board has the right, after obtaining the approval of the Supervisory Board,
to resolve on increasing the registered capital of the Company up to BGN 300,000,000 through the issuance of new
dematerialised registered shares, including ensuring the rights of the holders of convertible bonds to convert their bonds
into shares. The wording of Article 12a, paragraph 1 was amended to its current wording by the General Meeting of
Shareholders held on 15 June 2023.

The Company has the right to buy back its treasury shares in compliance with the legal requirements. The decision to
redeem treasury shares shall be passed by the General Meeting of Shareholders. The extraordinary General Meeting of
Shareholders held on 18 November 2021 passed a decision to discontinue the effect of the ongoing procedure for
redemption of treasury shares and to initiate a new procedure for a term of five calendar years by updated parameters.

Information under Article 700n, paragraph (8), item 5 and item 6 of POSA

Information on the composition and functioning of the administrative, management and supervisory bodies and their
committees, as also a description of the policy of diversity applied towards the administrative, management and
supervisory bodies of the Company in connection with aspects, such as age, gender or education and professional
experience, the objectives of the policy of diversity and the way of its implementation, are presented in item 7 of this report.

4. FINANCIAL RESOURCES AND FINANCIAL RISK MANAGEMENT

4.1. FINANCIAL RESOURCES AND OPPORTUNITIES FOR IMPLEMENTATION OF INVESTMENT INTENTIONS

In 2025, IHB met its needs to cover operating costs with funds generated from its principal activity. The primary sources
of revenue for IHB were interest and principals on loans provided to subsidiaries, dividends received from subsidiaries,
and interest on US deposits with banks. The holding redirected part of these funds to fund the investment programs of its
subsidiaries.

The main financial commitments of the Company are related to investment projects — its own and its subsidiaries.

The management of the Holding has restructured the cash available in pursuit of their medium-term investment intentions
within the Group in line with the change in priorities, changes in the market environment, and given the trends outlined and
uncertainties surrounding the development of the entities functioning in various segments.

At the end of June 2024, the Group contracted to construct three new 64,1700 DWT bulk carriers for the IHB fleet in China.
In 2025, work on selecting key equipment for the three new Ultramaxes and on approving their technical documentation
continued. Delivery of the first vessel is expected in late 2027, and the other two in the first half of 2028. The total
investment amount is USD 104,350 thousand.

In December 2025, the investment project to expand Odessos PBM's port terminal was successfully completed. The
project includes the construction of a new quay wall, dredging of the harbour basin, the acquisition of port equipment, and
the construction of additional storage and service facilities. The expansion was commissioned in early 2026. This is one
of the Group’s key projects over the past few years and is expected to significantly increase the port terminal’s capacity,
operational efficiency, and competitiveness.
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During the year, the project to expand KRZ Port Burgas' port terminal was also underway. It will be financed using the
Group’s own resources, external bank financing, funds from related parties, and suitable EU programs.

In 2025, a 3.76 MWh battery was commissioned at ZMM Sliven. In parallel with the existing photovoltaic plant (1,307 kWp)
and its expansion (1,700 kWp), the outcome is conditions for achieving nearly complete energy self-sufficiency. The
construction/expansion of solar parks is also planned at other companies (Bulyard Shipbuilding Industry EAD, ZMM Nova
Zagora AD), combined with energy storage systems.

The Group also continues to pursue other investment initiatives, mainly related to the purchase of new machinery and
equipment and upgrading the production and infrastructure base.

Other investment opportunities, including potential capital expenditure for new acquisitions and business expansions, are
also discussed.

The primary sources of financing for the IHB Group's investments are its own funds and bank lending. Decisions about
the amount and sources of necessary funds are made on a case-by-case basis. An Investment Committee was formed at
the IHB as a standing subsidiary body to the Company's Management Board, with a view to facilitating prior discussion
and prioritisation of investments across different subsidiaries. The goal of the Investment Committee is to coordinate the
IHB Group's investment policy in compliance with the development strategy implemented by the Management Board.

IHB has an agreement with UBB for the provision of a total limit for working capital financing, issuance of bank guarantees,
and opening of letters of credit for the Holding and/or its Group companies, up to BGN 12,000 thousand, with the option
to disburse in BGN and EUR.

Regarding receivables, when there is uncertainty about their collectability, companies recognise the corresponding
impairment. IHB provides guarantees and, if necessary, secures the liabilities of subsidiaries.

4.2. MAIN RISKS AND UNCERTAINTIES TO WHICH THE COMPANY IS EXPOSED

The risk management policy of IHB is developed to identify and analyse risks faced by IHB, set risk appetite limits and
controls, and monitor risks and compliance with those limits.

a. Non-systematic risks specific to the Company
Risks associated with the holding structure and the structure of the portfolio of IHB.

As the activity of IHB relates to the management of other companies’ assets, it is exposed to the Group’s subsidiaries’
industry risks. The Group's investments are focused on businesses characterised by the slow rotation of funds invested
(machine-building), dependence on energy and other resources (machine-building, ship repair, maritime transport), and
high cyclicity (ship repair, shop design, maritime transport, classification and certification, and port activity), thus reducing
the return on the overall investment portfolio.

Risks arising from dependence on the development of the global economy and trade.

The state of the global economy and demand for raw materials underpin the development of trade. Of all segments in the
IHB's investment portfolio, the most direct and imminent impact they have on the shipping industry. Stress in the market
and pressure on freight have a number of divergent factors:

e cyclicity of the shipping industry — cycles are linked to the global economy and the balance between the proposed
shipping tonnage and the needs of exporters and importers. Risk exists for operators who have failed to properly
plan and distribute their cash flows at a time of difficult access to finance under aggravated conditions during a
crisis;

e number of ships in construction, entry into service, and state of the ship cutting market

e increased environmental restrictions — the introduction of new eco-norms and directives against environmental
pollution and for energy savings for vessels imposes mandatory reconstructions of vessels and other technical
solutions to bring them in compliance with ecological regulations;

e global fuel problems - on the one hand, oil can be a cause of conflict, on the other hand, the price and availability
of it can be a cause of erosion or a fall in the freight market, as marine fuels are the main commaodity in the industry
and a stock commodity. Restrictions imposed by the European Union and the United States on Russia, a major
global supplier of crude oil and gas; China's protectionist policies toward imports from the United States; and the
escalation of tensions and military actions in the Middle East are negatively affecting global markets.

The level of economic activity worldwide has impacted machine building, shipbuilding, and ship repair, while port
operations depend to a greater extent on developments in the domestic and regional markets.
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Risk of political instability in traditional markets and regions, military activities and/or penalties imposed

This risk stems from changes in economic policy driven by economic or political factors, including escalating military
conflicts worldwide, the military conflict in the Black Sea region, increased political uncertainty in a number of countries,
imposed sanctions, changes in the customs policies of leading economies, and trade restrictions on certain countries.
This risk hinders the free movement of goods and people, redirects trade flows, and shifts transport corridors, affecting
the prices of energy resources and raw materials. It may also negatively impact the machine building segment by reducing
sales volumes in traditional markets.

Risks associated with climate change

Like many other regions of the world, Bulgaria is exposed to almost all climate change-related risks. On the one hand,
these risks can have a significant impact on the building stock and machinery, requiring adaptation arrangements to be
put in place (such as the use of sustainable building materials, energy efficiency measures, changes in the design process,
investments in low-energy technologies, etc.) to minimise the adverse effects. On the other hand, climate change poses
threats to employees’ health and safety. Higher temperatures and worsening air quality increase the risk of health issues
and reduce productivity, requiring additional adaptation measures (cooling the working environment, provision of rest
areas, health programs, etc.). Natural disasters, such as floods, earthquakes and other events caused by these risks, can
result in both loss of human life and significant financial losses, significantly affecting economic stability and growth. The
impact of similar events can often extend beyond the borders of the country where they occur and threaten large areas in
neighbouring countries.

Along with the direct impact on assets and employees, climate risks have an effect through the insurance market as well—
there has been an increase in insurance premiums and, at the same time, a reduction in coverage, which further increases
the financial vulnerability of businesses.

Climate risks can also impact financial stability, reputation and operational continuity, requiring a comprehensive
sustainability and adaptation strategy that includes assessing materiality and integrating sustainable practices across all
levels of business operations.

Risks relating to environment legislation

Domestic and international legislation on ecology requires compliance with a number of measures to prevent, control, and
reduce various types of environmental pollution. In recent years, the trend has been to increase regulations in this area
significantly. The pressure to phase out traditional energy sources, such as coal, oil, and gas, is growing worldwide.
Restrictive duties are being imposed on imports of raw materials from countries that do not follow the European Union's
environmental policies, and other financial burdens are being imposed to offset the harmful ecological footprint.

It is a policy of the Group to comply with its regulatory obligations in the area of ecology, which is linked to fixed
investments for the alignment and maintenance of facilities and processes in accordance with the required standards, as
well as investing in environmentally friendly technologies (related to RES, equipping own ships with ballast systems,
reducing carbon emissions from the Group's fleet, etc.).

Risks arising from pandemics and epidemics

Globalisation worldwide and the free movement of goods and people lead to a significantly faster spread of pandemics
and epidemics, and make it difficult to locate them in individual regions/countries, which, in the case of more serious
diseases, blocks world trade, limits and poses difficulties on the supply chain, and has an adverse impact on all economic
agents. Possible extension/reduction of restrictive measures in individual countries is a risk that can lead very quickly to
both improvement and deterioration of the external environment, and has an impact on the trade partners of the Group
companies.

Risks associated with fraud and abuse

The changing environment, combined with the expanding use of new technologies, has intensified the risk of fraud and
abuse, including risks of fraud and abuse, including the risk related to cyber-attacks, unscrupulous trade practices,
bankruptcies of contractors, etc.

Risk related to basic commodities, materials and energy sources

This risk results from changes in the supply and prices of raw materials, materials, and various energy sources. Disrupted
supply chains lead to higher prices, which, in turn, have an unfavourable effect on the results of manufacturing companies
operating in metal- and energy-intensive segments, such as machine building and ship repair. Maritime transport is
dependent on fuel prices. The impact of changes in the market price of electric energy is similar, as it is subject to
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international supply and demand and determined by factors beyond management's control. For several years now, the
supply of electric energy has been negotiated at a Group level on the open market, and nevertheless, its average price for
businesses remains too high.

Risks relating to attracting and retaining experienced and qualified employees

Many sectors of the national economy are experiencing a capacity crunch, exacerbated by a long-standing lack of focus
on secondary vocational education and on training well-educated staff. The long-term trend of a declining and ageing
population in our country reduces the number of working-age people. Employees’ professional qualities directly affect
entities’ financial results and innovation performance. The risk is intensified by the convertibility of some professions and
the high worldwide demand for such staff.

Management has adopted a long-term approach to human resource management, including the preliminary and
subsequent qualification of staff, close cooperation with the country's academic society, and the attraction of foreign
workers.

Credit risk

Credit risk is the risk of possible financial loss if a client or a party to a financial instrument fails to perform its contractual
obligations. The risk is mainly related to receivables from clients and investments in other financial assets.

Receivables from clients — The Group’s credit risk exposure depends on the customer’s individual characteristics, which
differ between sectors. The most affected segments are those of ship repair, ship design, and port activities.

The unstable political and economic environment intensified credit risk worldwide, and for the Group in particular. There
has been a noticeable decline in customer payment discipline and an increase in bankruptcies. Exposure is higher among
customers in sectors experiencing financial difficulties or operating in an environment of reduced economic activity. The
Group's credit policy provides that each new client shall be investigated for solvency before being offered the standard
delivery and payment terms and conditions. In addition to the price offered, when selecting a potential client or charterer,
managers consider their credit rating, reputation, market position, recommendations, and more.

Investments — The Group invests mainly in businesses and companies where the Holding holds the control and power to
determine their development strategy.

Guarantees - It is the policy of the Group to issue financial guarantees only to Group companies and only after obtaining
preliminary approval from the Company's competent bodies. There is a risk that the guarantees may be utilised in the
event of non-performance of the covered liabilities. In case of need, the subsidiaries utilise funds from the credit limit
agreed with IHB to open letters of credit and issue bank guarantees to trade contractors.

Liquidity risk

Liquidity risk is the probability that the Group will be unable to meet all its obligations when they become due. Such risk
may arise from delayed client payments. The Group companies prepare financial plans to cover their expenses and current
payables for 90 days. Where possible, a deferred payment to suppliers and subcontractors is applied in combination with
the above measures, without negatively affecting their businesses. The Holding's management supports the Group
companies’ efforts to attract bank financing for investments and capacity utilisation, in the form of revolving credits for
working capital in support of production. The attracted volumes of funds are maintained at pre-determined levels and
approved only after their economic effectiveness for each company has been proven.

Currency risk

The Group companies are exposed to currency risk as they make purchases and/or sales and/or receive loans in
currencies other than their functional currency. Aiming to reduce the Group’'s exposure to currency risk, the Holding's
management is seeking to minimise payments in foreign currencies other than the functional currency in the operating
activities of most companies. The Group is currently exposed to currency risk from changes in the US Dollar exchange
rate affecting the free cash flows generated by maritime transport, held in anticipation of the expansion of the ship
portfolio. In some cases, there could be tax effects.

Selling goods and services in euros limits currency risk, but may adversely affect the competitiveness of some
subsidiaries. This impact is significant in the engineering industry, where changes in the US dollar exchange rate against
the euro affect the price positioning of lathes on dollar markets. Currency fluctuations change their relative price and
require a careful balance between currency stability and market presence.
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Interest rate risk

The Group companies are exposed to interest rate risk in financing arrangements that include a floating interest rate
component and a margin. In managing this risk, management seeks to either negotiate fixed-rate loans or enter hedging
transactions to minimise the effects of changes in the floating interest rate component. There has been a tendency among
leading Central Banks to loosen monetary policy in response to slowing inflation, leading to a corresponding reduction in
key interest rates.

b. Systematic risks

The Holding and its subsidiaries are exposed to systematic risks relating to the market and macro-environment in which
the companies operate. The risks arising from military conflicts in various regions of the world are intensifying. These
risks cannot be managed and controlled by the management team.

5. FUTURE PERSPECTIVES OF THE COMPANY

5.1. MAIN TRENDS WITH REGARD TO THE ACTIVITY OF IHB

The main trends in the activity of IHB in the following years are expected to continue to be related to:

e Management of the portfolio companies;

e Investment in the portfolio companies in which IHB has long-term interests;
e Financing of companies in which the Holding participates

e Acquisition, assessment and sale of shares in other companies;

Establishment of new companies.
The key strategic interests of IHB are in the following industries and activities:

e Maritime transport;
e Shipbuilding and ship repairing, including ship design;
e Port activities;

e Machine building
5.2. MAIN TRENDS FOR BUSINESSES, IN WHICH THE GROUP COMPANIES OPERATE

a. Maritime transport

The freight market remained volatile during the first nine months of 2025, with market participants continuing to operate
in conditions of high uncertainty and limited opportunities for long-term planning and process optimisation. Increased
geopolitical tensions and greater unpredictability in foreign trade, including discussions of new tariffs and partially
imposed measures, such as US import duties and import restrictions, create additional risks to global economic growth
and the stability of freight flows. The escalation of conflicts in key regions adds to the volatility in the ship fuel prices and
results in changes in major shipping routes.

Demand for grain cargoes, iron ore, coal, and fertilisers, which traditionally account for a significant portion of the
Handysize and Supramax segments (which include the Group's fleet), remained relatively stable during the year, although
the lack of visible growth in global trade limits the possibilities for a stable increase in freight levels. At the same time, the
higher risks to shipping in the Red Sea and Suez Canal areas, intensified by tensions in the Middle East, impact the balance
between demand and supply of tonnage.

The market for new shipbuilding declined due to high new-construction prices, uncertainty about future fuel technologies,
and shipowners' cautiousness about undertaking long-term investment commitments. On the other hand, activity in the
ship scrapping market has picked up, with older ships with lower environmental performance gradually being taken out of
service. That is expected to limit supply and help improve the balance between demand and capacity in the medium term.

Changes in regulations directed towards limiting emissions from maritime transport continue to have a significant impact
on the freight market. Following the inclusion of shipping in the EU Emissions Trading Scheme (EU ETS) at the beginning
of 2024, 2025 will see the gradual expansion of its scope and financial impact, as well as preparations for the
implementation of the FuelEU Maritime regulation, introducing requirements for a gradual reduction in the carbon intensity
of fuels used. In response, in 2025, the Group took steps to use biofuels as an alternative to fossil fuels in its own fleet on
specific routes where their use is technically feasible. The activities were carried out in partnership with engine
manufacturers to ensure compatibility with existing ship systems.
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In 2025, the Group continued its work to improve operational effectiveness. Based on the annual operational efficiency
indicator, the Carbon Intensity Index (Cll) for 2024, one ship received a B rating, and the other three ships received a C
rating (the scale is A to E, with A being the best-performing ship). The assessment for 2025 is underway.

The work related to selecting key equipment for the Group's three new Ultramaxes, awarded for construction in 2024, is
also continuing, as is the approval of their technical documentation. Delivery of the first vessel is expected in late 2027,
and the other two in the first half of 2028.

The Group's ships sail with combined crews—Bulgarian and foreign.
b. Ship building and ship repair

In 2025, volatility in the ship repair market increased, with the first half characterised by improved activity and the second
half by a decline in order volume. Geopolitical tensions in the Red Sea and the Middle East, and the ongoing conflict in the
Red Sea, continue to affect shipping routes and, to some extent, the timing and location of repair work, with an additional
factor being higher fees and increased traffic volume through the Bosphorus.

Against the backdrop of price pressures on materials and energy, which is exacerbated by the instability of energy markets
resulting from geopolitical tensions, shipowners are becoming increasingly sensitive to the cost, duration, and scope of
repairs. Turkish shipyards, a traditional competitor in the region, are facing rising production costs and inflationary
pressure on the local economy, which, in the first half of the year, maintained relative competitive advantages for
companies in Europe and Bulgaria.

After the end of the mandatory installation period for ballast water management systems, demand for such services
naturally declined. Interest in activities related to energy efficiency and fleet decarbonisation remains limited for the time
being. In the second half of the year, the weaker freight market also had an additional impact on the ship repair sector,
leading some shipowners to optimise the volume and timing of planned repairs, including by postponing them within
acceptable time limits or seeking to extend certificate validity terms. Thus, a decrease in both the number and volume of
repair orders for Bulyard Shipbuilding Industry was reported.

¢. Ship design

The main trends in the ship design sector at present are related to energy efficiency and digitalisation, with a number of
innovative solutions, including in the field of alternative fuels, continuing to be developed and evaluated by the market.
Their practical implementation remains limited, as shipbuilding companies and shipowners remain cautious amid a
volatile economic and geopolitical environment. Escalating military conflicts, including in the Middle East, and deteriorating
economic conditions, which affect investment decisions for new construction and the modernisation of existing vessels
amid higher uncertainty, continue to be negative factors for the market.

At the same time, there is increased interest in design services in specialised niches — ships for the fishing industry,
offshore vessels, as well as icebreakers and polar vessels. The latter are gaining importance due to the strategic role of
northern sea routes, which allow zones of higher shipping risk and blockages in southern trade corridors to be avoided, as
well as due to fleet renewal programs in the Arctic.

There is also increasing interest in solutions to improve the fleet's energy efficiency, including the use of renewable energy
sources for propulsion, such as wind sails and rotors, and hybrid systems that enhance energy performance.

The management of IHB Shipdesign follows trends in international standards and environmental protection policies, which
are subject to discussions and clarification internationally. Despite the delay in some regulatory initiatives and the more
cautious investment climate, demand remains strong for engineering services aimed at improving energy efficiency and
bringing vessels into compliance with current carbon intensity requirements (Cll).

d. Port operations

In 2025, the market for cereals and oilseeds remained dynamic, influenced by geopolitical factors and fluctuations in
global demand. Globally, trade in the sector slowed due to weaker demand from China and changes in logistics routes. In
Bulgaria, wheat yields remained at average levels, which affected export volumes. At the same time, the shift in trade
destinations toward closer markets, combined with regulatory restrictions on exports from key producers in the Black Sea
region, reduced demand for larger-tonnage vessels and increased the share of smaller cargo. Corn, barley, and sunflower
yields were lower, resulting in lower trade volumes.

The metals and fertilisers market also had a significant impact on cargo turnover. Metals saw intensified activity, mainly
for industrial applications, and increased storage levels due to European regulatory changes, amid ambiguity and
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uncertainty about their application. Fertilisers reported stronger dynamics in both imports and auxiliary services related
thereto.

These trends led to a more even workload at the Group's terminals during the reporting period, and processed cargoes
grew due to specific trade flows and logistics decisions. At the same time, the military conflict in the Black Sea region
continues to have an adverse impact on regional trade and logistics, remaining a significant factor of uncertainty for the
port business. Additional risks arise from geopolitical tensions in other parts of the world and changes in the trade policies
of leading countries. These factors contribute to fluctuations in energy prices, which have a negative impact on entities’
operating expenses.

The port terminals of Odessos PBM and KRZ Port Burgas are part of the public transport ports in Varna and Burgas, whose
development depends directly on economic activity in Bulgaria and in the countries of the Mediterranean and Black Sea
regions.

The terminals of IHB focus their efforts on building new capacities and storage facilities to improve and accelerate the
processing of cereals and other cargo, thereby strengthening their competitive position and customer satisfaction.

At the end of 2025, Odessos PBM commissioned the first phase of the extension of its terminal. The investment is aimed
at increasing the capacity, efficiency, and sustainability. It includes the construction of a new deep-water berth measuring
2271 metersin length and 12.78 meters in depth, capable of accommodating ships with a draft of up to 12.50 m. Additional
storage areas, a cargo-testing area with automated probes, new truck scales, and a second entry-exit portal have been
realised. The constructed elements are designed and implemented as an integrated logistics system that meets the
current requirements of the maritime industry and international trade. The expansion creates additional opportunities
through synergy among the companies in the Group, leveraging the existing logistics and storage infrastructure.

Bulport Logistics offers services for small and mid-sized vessels, yacht mooring, small-vessel docking for repairs, office
rental, and storage and production activities.

The warehouse space market in the country is characterised by growing demand for modern logistics solutions,
automated systems, and round-the-clock operations. There is increased interest in modular warehouse solutions that
allow flexible, customer-specific space customisation and meet higher energy efficiency standards. Bulport's proximity to
key transport links — motorways, ports, and the railway network — creates conditions for sustainable competitive
advantage for the company and the opportunity to serve diverse cargo and customers. The company has focused on
developing its warehousing and logistics operations by gradually renovating existing buildings and sites, and improving
the area's infrastructure to better respond to changing market trends.

The Company continues to expand the scope of services it offers. A 50 kW fast-charging station and a 150 kW two-
connector fast-charging station are available at all times of day or night. Since March 2025, another 200 kW fast-charging
station has been put into operation. Heating for part of the buildings is provided by geothermal energy.

e. Machine building

ZMM Bulgaria Holding and its subsidiaries have traditionally exported products to customers in Europe, Asia, Africa, and
North America. ZMM Bulgaria's lathes are used in the mining, oil, gas, textile, paper, and shipbuilding industries. They are
also suitable for equipping vocational training facilities and mobile field workshops used in areas affected by natural
disasters or conflicts. In 2025, the Group reported increased demand for heavier machinery, with growth observed in
markets outside Europe, while sales in European markets remained lower. The complex geopolitical environment,
including growing tensions in key regions, continues to deter some investors from pursuing new production projects. This
effect is partially offset by the Group’s entry into new markets and increased customer interest in Central and South
America and Asia.

Globally, the Asia-Pacific region continues to dominate the global market for machinery and equipment, driven by rapid
industrialisation and infrastructure development in countries such as China and India. Europe remains the key market,
with a focus on precision and sustainability. The change in US customs policy, combined with the weakening of the US
dollar against the euro, poses further challenges for European manufacturers of metal-cutting machines. Contributing
factors include energy prices that affect production costs and investment decisions in the sector.

In a mid-term perspective, there is a risk that Asian producers’ competition intensifies, as they could redirect some of their
capacity to Europe due to uncertainty and trade restrictions on the American market.

Despite economic and geopolitical instability in the reporting period, the sector remains relatively stable. Profitability is
expected to increase for market players that implement innovative automation and renewable energy solutions. The ability
to use its own electricity from the machine-building group's operating solar plants positively impacts both the cost-
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effectiveness and the energy footprint of products. It is expected that these effects will be even greater after the installation
of a battery for energy storage at ZMM Sliven at the year end.

The machine-building industry faces several key challenges and opportunities:

e the market is highly competitive, with the established international players seeking to gain a competitive edge
through product innovation and partnerships;
e Increasing focus on sustainability: the industry is witnessing a shift toward sustainable manufacturing practices.
Machines that optimise material use, reduce energy consumption, and minimise waste are gaining market share.
5.3. PLANS OF MATERIAL IMPORTANCE RELATED TO THE ACTIVITY OF IHB

In the following years, new capital expenditure within the Group may be undertaken to fund new projects or to implement
projects already launched by IHB and its subsidiaries, with a focus on improving the subsidiaries' energy status. Work on
the current project to expand the port terminal at KRZ Port Burgas will continue. A considerable financial resource will also
be directed to the contracts for the purchase of the three new ships of the Group.

If necessary, the Holding will continue to finance the Group companies' development on an ongoing basis.

Given IHB's development priorities, such as purchasing a new ship or pursuing renewable energy and better resource
utilisation projects, capital expenditures for new acquisitions and business expansions are also possible.

Decisions about the amount and sources of the necessary funds are made on a case-by-case basis.

6. INFORMATION ABOUT THE IHB SHARES

6.1. CHANGES IN THE PRICE OF THE SHARES OF THE COMPANY

In 2025, the weighted average price per share of the Company was BGN 1.6677 (a weighted average price per share of
BGN 1.6982 for 2024), or a decline of 1.80%. The latest weighted average price of the company's shares on 19 December
2025 was BGN 1.5577, down from the most recent weighted average price on 20 December 2024 of BGN 1.7122, a decline
of 9.02%. To compare, in 2025, the leading indices of the Bulgarian capital market registered a growth, as follows: SOFIX
by 29.54%, BGBX40 by 18.62%, and BGTR30 by 15.21%.

By decision of the Board of Directors of the Bulgarian Stock Exchange dated September 2025 to revise the basis of the
stock index - BGBX40, Industrial Holding Bulgaria PLC was excluded from the index.

In 2025, the data about the trade in shares of IHB /ticker IHB/ was as follows:
Statistics for the period 01 January 2025 — 31 December 2025 (information by the BSE)

Amount Date
Last average weighted price (BGN) 1.5577 19.12.2025
Maximum average weighted price (BGN) * 1.7700
Minimum average weighted price (BGN) * 1.4219
Average weighted price for 2025 (BGN) * 1.6677
Percentage change on the basis of data for accounting purposes -0.02%
Number of transactions in 2025 166
Traded volume in 2025 (number of shares) 250,682
Turnover in 2025 (BGN) 418,050.82

1 The values have been adjusted (in case of increase of the Company's capital, dividend distribution, reduction of the nominal value per share, etc.).

The Company has no issued securities that have not been admitted to trading on a regulated market in the Republic of
Bulgaria or in another EU Member State.
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6.2. SHAREHOLDING STRUCTURE
a. Shareholding structure as of 31 December 2025
The capital of IHB as of 31 December 2025 is BGN 96,808,417.

Shareholders PUmeEr @) BUmleE @) % of the capital
shareholders shares

All 53,517 96,808,417 100.00%

Lega| entities 51 89,21 6,852 92.16%

Individuals 53,466 7,591,565 7.84%

Shareholders holding directly over 5 %, inclusive 2 75,997,017 78.50%

Bulls AD 1 66,339,143 68.53%

DZH AD 1 9,657,874 9.98%

Treasury shares redeemed - - 0.00%

Shareholders holding less than 5 % 53,515 20,811,400 21.50%

b. Information on the direct and indirect holding of 5 percent or more of the voting rights in the company’s General Meeting,
including data about the shareholders, the amount of their holding and the manner in which the shares are owned.
Agreements between the shareholders that are known to the company and that may result in restrictions on the transfer of
shares or voting rights.

As of 31 December 2025:

e BULLS AD held directly 66,339,143 shares, representing 68.53% of the capital.

e DZH AD held directly 9,657,874 shares, representing 9.98 % of the capital;

e Daneta Angelova Zheleva held directly 41,044 shares, representing 0.04% of the capital and through related parties
9,658,520 shares, representing 9.98% of the capital, or in total, directly and through related parties, 9,699,564
shares, representing 10.02% of the capital.

e Dimitar Georgiev Zhelev held directly 646 shares, representing 0.0007% of the capital, and through related parties
9,698,918 shares, representing 10.02% of the capital, and controlled through Bulls AD 66,339,143 shares,
representing 68.53% of the capital, or directly, through related parties and through controlled parties, 76,038,707 in
total, representing 78.55% of the capital.

Dimitar Georgiev Zhelev controls Bulls AD. Dimitar Zhelev and Daneta Zheleva are spouses.

6.3. INFORMATION ABOUT HOLDING AND TRADING IN TREASURY SHARES

The Company has the right to buy back its treasury shares in compliance with the legal requirements. The decision to
redeem treasury shares shall be passed by the General Meeting of Shareholders.

At the extraordinary General Meeting of Shareholders held on 18 November 2021, a decision was passed to discontinue
the effect of the ongoing procedure for redemption of treasury shares and to initiate a new procedure for a term of five
calendar years by the following parameters:

e Number of shares to be redeemed every year over a period of five years — up to 3% of the registered capital of the
Company per calendar year, but not more than 10% in total for the entire period of redemption and not more than
10 % of the total capital of the Company;
e Minimum redemption price - BGN 1.00 per share;
o Maximum redemption price — BGN 3.00 per share.
In 2025, Industrial Holding Bulgaria PLC did not carry out transactions in connection with the decision to buy back.
Industrial Holding Bulgaria PLC held no treasury shares as of 31 December 2025.
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6.4. OTHER INFORMATION CONCERNING THE SHARES OF IHB

a. Significant contracts of the company, which give rise to action, have been amended or terminated due to change in the
control of the company upon carrying out of obligatory tender offer and the consequences thereof, save for the cases when
the disclosure of such information may cause serious damages to the company; the exception of the previous sentence shall
not apply in the cases when the company must disclose information by virtue of the law.

There are no such contracts.

b. Information about agreements known to the Company (including after the closing the financial year), which could result in
future in changes in the relative share of the shares or bonds held by the current shareholders or bond holders

There is no information about such agreements.
7. INFORMATION ABOUT THE MEMBERS OF THE SUPERVISORY BOARD AND MANAGEMENT BOARD

In 2025, there were no changes in the composition of the Management and Supervisory Boards of IHB.

The functioning of the Management Board and Supervisory Board of IHB is regulated by the Company's Articles of
Association and the Boards' Rules of Procedure.

Upon electing members of the management and control boards of IHB and Group companies, the General Meeting of
Shareholders, and respectively, the Supervisory Board of IHB, is guided by the principles of the Policy of Diversity, approved
at the meeting of the Management Board and Supervisory Board of IHB. There is gender balance in the composition of
IHB's two Boards: two women and one man on the Supervisory Board, and two women and two men on the Management
Board (with one woman entrusted with executive functions). The members of the Boards come from different age groups
and educational backgrounds. Of the other 13 IHB Group companies managed by a collective body, only four have no
women on their Board of Directors.

Each member of the management and supervisory bodies, employees, or workers of IHB and the Group companies
observes the IHB Diversity Policy. Implementing the Policy of diversity within IHB and the Group companies aims to
establish a work environment free of bias, fostering a climate of mutual understanding and respect and encouraging a
corporate culture marked by a spirit of mutual respect and valuing every single person. Each member of a management
and supervisory body and a manager at IHB 1 the Group companies complies with the principles in the Policy of Diversity
to guarantee that all workers and employees receive equal treatment and are assessed objectively.

All employees of IHB and the Group companies are obliged to treat their colleagues, customers and suppliers, the local
community and the society as a whole with respect and dignity, in compliance with the principles in the Policy of Diversity.

Information about participationin commercial companies of Board members as of 31 December 2025, as general partners
holding more than 25% of the capital of another company, as well as participation in the management of other companies
or cooperatives as procurators (authorised signatories), general managers or Board members:

7.1. SUPERVISORY BOARD

DZH AD

Information about the person representing DZH in the Supervisory Board:

Elena Petkova Kircheva:

Does not participate as a general partner in commercial companies;

Does not hold directly more than 25% of the capital of commercial companies;

Is not a member of management or supervisory board of another commercial company;

Is not a procurator (an authorised signatory) of commercial companies;
Does not participate in the management of cooperatives.
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Konstantin Kuzmov Zografov

e Does not participate as a general partner in commercial companies;
e Does not hold directly more than 25% of the capital of commercial companies;
e Participates in the management of the following commercial companies:
— A member of the Board of Directors of KLVK AD, Sofia city;
— A member of the Board of Directors and Executive Director of Maritime Holding AD, Varna city;

e Heis not a procurator (an authorised signatory) of commercial companies;

e He does not participate in the management of cooperatives.
Snejana llieva Hristova

e Does not participate as a general partner in commercial companies;

e Holds directly more than 25% of the capital of the following commercial companies;
— Evropa 2007 00D, Sofia city,
— Tuinsan EOOD, Sofia city, Kokalyane village;
— Aladis EAD, Sofia city, Kokalyane village;

e Participates in the management of the following commercial companies:
— A member of the Board of Directors of Aladis EAD, Sofia city, Kokalyane village;
— A member of the Board of Directors and Executive Director of Ascela EAD, Sofia city, Kokalyane village;
General Manager of Alhena EOOD, Sofia city, Kokalyane village;
General Manager of Evropa 2007 00D, Sofia city;
— General Manager of Tuinsan EOOD, Sofia city, Kokalyane village,

e Sheis not a procurator (an authorised signatory) of commercial companies;
e She does not participate in the management of cooperatives.
7.2. MANAGEMENT BOARD

Daneta Angelova Zheleva - Chief Executive Officer and Chair of the Management Board;

e Does not participate as a general partner in commercial companies;
e Holds directly more than 25% of the capital of the following commercial companies:
— DZH AD, Bankya town;

e Participates in the management of the following commercial companies:
— A member of the Board of Directors of ZMM — Bulgaria Holding EAD, Sofia city;
— A member of the Board of Directors and Chief Executive Officer of DZH AD, Bankya town;
— A member of the Board of Directors of KRZ Port Burgas AD, Burgas city;
— A member of the Board of Directors and Executive Director of Privat Engineering EAD, Sofia city;
— A member of the Board of Directors of IHB Shipping Co EAD, Varna city;
— A member of the Board of Directors of Odessos PBM EAD, Varna city;
— A member of the Board of Directors and Executive Director of Bulls AD, Sofia city;
— A member of the Board of Directors and Executive Director of Real Estates Development EAD, Sofia city;

e Sheis not a procurator (an authorised signatory) of commercial companies;
e She does not participate in the management of cooperatives.
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Galina Petrova Deneva — Procurator (an authorised signatory)

e Does not participate as a general partner in commercial companies;
e Holds directly more than 25% of the capital of the following commercial companies:
— Oya Novo Nachalo EOOD, Sofia city;

e Participates in the management of the following commercial companies:
— A member of the Board of Directors and Executive Director of KLVK AD, Sofia city;
— A member of the Board of Directors of K&S Energy Kavarna AD, Kavarna town;
— General Manager of Oya Novo Nachalo EOQOD, Sofia city;

e Sheis not a procurator (an authorised signatory) of other commercial companies;

e She does not participate in the management of cooperatives.
Borislav Emilov Gavrilov

e Does not participate as a general partner in commercial companies;

e Holds directly more than 25% of the capital of the following commercial companies:
Sushi star EOOD, Sofia city,

— Simetria 00D, Sofia city,

Riva Property EOOD, Sofia city,

Loni Immo EOQD, Sofia city

— Nubiko OOD, Sofia city

e Participates in the management of the following commercial companies:
— A member of the Board of Directors of KLVK AD, Sofia city;
— A member of the Board of Directors of Maritime Holding AD, Varna city;
— General Manager of Stock Logistics 00D, Sofia city;
— General Manager of Sushi Star EOOD, Sofia city,
— General Manager of Simetria 00D, Sofia city,
— General Manager of Avans.BG, Sofia city,
— General Manager of Loni Immo EOOD, Sofia city,
— General Manager of Nubiko OOD, Sofia city.

e Heis not a procurator (an authorised signatory) of commercial companies;

e He does not participate in the management of cooperatives.
Vasil Mladenov Tsanev

e Does not participate as a general partner in commercial companies;
e Holds directly more than 25% of the capital of the following commercial companies:
— Beateh EOOD, Sofia city;

e Participates in the management of the following commercial companies:
— A member of the Board of Directors and Executive Director of ZMM-Bulgaria Holding EAD, Sofia city;
A member of the Board of Directors of ZMM Sliven AD, Sliven town;
A member of the Board of Directors of ZMM Nova Zagora AD, Nova Zagora town;
A member of the Board of Directors of IHB Metal Casting EAD, Sofia city;
General Manager of Beateh EOOD, Sofia city.

e Heis not a procurator (an authorised signatory) of commercial companies;

e He does not participate in the management of cooperatives.
7.3. AupIT COMMITTEE

The GMS of IHB elected an Audit Committee as a body to support the Supervisory Board in its work. By decision of the
regular Annual General Meeting of Shareholders held in 2025, the composition of the Company’s Audit Committee was
changed, namely, Boryana Dimova was discharged and replaced by Stefan Stefanov. At present, members of the Audit
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Committee are two independent, external to the Group, experts possessing suitable education and experience —Maxim
Sirakov, Chairman, and the newly elected member, Stefan Stefanov, and Snejana Hristova, an independent member of the
Supervisory Board with education and skills in the area of finance and sufficient administrative and management
experience.

The activities of the Audit Committee are governed by the Audit Committee Rules (Statute), prepared in compliance with
the provisions of the Independent Financial Audit and Sustainability Assurance Act.

7.4. OTHER INFORMATION ABOUT THE MEMBERS OF THE SUPERVISORY BOARD AND MANAGEMENT BOARD
a. Remuneration paid to the members of the Supervisory Board and Management Board

Under the Remuneration Policy of Industrial Holding Bulgaria PLC, approved by the General Meeting of Shareholders, the
Supervisory Board and Management Board members receive constant (fixed) remuneration to be determined by the
General Meeting of Shareholders on a proposal of the Supervisory Board. The Supervisory Board, on a proposal of the
Management Board, may determine the payment of additional incentives to the Company's Executive Directors.

Remuneration received in 2025:

Paid by
Paid by IHB subsidiaries of
IHB
Members of the Supervisory Board
DZH AD, through representative Elena Kircheva 14,400 -
Snejana Hristova 21,600 -
Konstantin Zografov 14,400 30,916
Members of the Management Board
Daneta Zheleva 66,360 515,892
Galina Deneva 106,674 20,400
Borislav Gavrilov 14,400 -
Vasil Tsanev 14,400 173,469

The remuneration received by the members of the Management and Supervisory Boards of IHB include amounts received
as remuneration. The Board members have not received non-cash, conditional or deferred payments. IHB or its
subsidiaries do not owe the Board members any amounts for payment of pensions, retirement benefits or any other similar
benefits.

The total amount of the social security contributions paid by IHB to the members of the Management and Supervisory
Boards in 2025, including mandatory pension insurance, is BGN 10,192.
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b. Information about shares of IHB held by members of the Management and Supervisory Boards
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Members of the Supervisory
Board
DZH AD - - - - 9657874 - 9,657,874 9.98%
Snejana Hristova - - - - 250 500,258 500,508 0.52%
Konstantin Zografov - - - - 582 208 790 0.0008%
Members of the Management
Board
Daneta Zheleva - - - - 41,044 9,658,520 9,699,564 10.02%
Borislav Gavrilov - - - - 208 - 208 0.0002%
Vasil Tsanev - - - - - - . -

Galina Deneva - - - - - - e -
The Articles of Association of IHB does not provide any restrictions on the rights of the members of the Supervisory Board
and Management Board to acquire shares and bonds of the Company.

As of 31 December 2025, the Management and Supervisory Board members held no bonds issued by IHB.

As of 31 December 2025, the Management and Supervisory Board members were not provided with options on securities
of IHB.

c. Contracts under Article 240b of the of the Commercial Act signed during the year.

The Company has not signed contracts with Board members or their related parties that are beyond its usual activities
or substantially deviate from the market conditions.

8. OTHER DISCLOSURES

8.1. IMPORTANT EVENTS, WHICH HAVE OCCURRED AFTER THE REPORTING DATE

Besides the disclosed in Note 27 to the accompanying financial statements, no other important events have occurred
after the reporting date.

8.2. IMPORTANT SCIENTIFIC RESEARCH AND DEVELOPMENT

IHB carries out development activities in connection with the renewable energy project jointly with its indirect Dutch
associated company and with the assistance of external experts.

The IHB Group companies carry out continuous development activities regarding their products and technologies. The
teams' most important innovation efforts are directed towards improving the offered products and developing innovative
products.

8.3. INFORMATION ON PENDING COURT, ADMINISTRATIVE OR ARBITRATION PROCEEDINGS CONCERNING LIABILITIES OR RECEIVABLES OF IHB
AMOUNTING TO AT LEAST 10% OF ITS EQUITY

None
8.4. BRANCHES

IHB has no registered branches.
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NOTES

NOTES
1.CORPORATE INFORMATION

The separate financial statements of Industrial Holding
Bulgaria PLC (the Company or the Holding or IHB PLC) for
the year ended 31 December 2025 were authorised for
issue by decision of the Management Board of 25 March
2026, which was approved by the Supervisory Board.

Industrial Holding Bulgaria PLC is a joint stock company
(PLC), registered in the Republic of Bulgaria on Company
File number 13081 / 1996 with headquarters and registered
office at 79, Knyaginya Maria Luiza Boulevard, Sofia,
Bulgaria. The financial year of the Company ends on 31
December.

The Company is registered with 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 city.

The Company's capital amounts to BGN 96,808,417. The
Company has a two-tier system of governance, comprising
a Supervisory Board and a Management Board.

The Company’'s primary business activities include the
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 existence of the Company is not limited by time or
another termination condition.

The Company's management consists of its Management
Board. Those charged with the governance are represented
by the Audit Committee and the Supervisory Board of the
Company.

2.SUMMARY OF THE ACCOUNTING POLICIES

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.

(i) Statement of compliance

The separate financial statements of the Industrial Holding
Bulgaria PLC have been prepared in accordance with
International Financial Reporting Standards, as adopted by
the European Union (IFRS, as adopted by the EU). Reporting
framework "IFRS as adopted by the EU" is essentially the
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defined national basis of accounting "IAS, as adopted by the
EU", specified in the Bulgarian Accountancy Act and defined
in paragraph 8 of its Additional provisions.

These financial statements are the separate financial
statements of Industrial Holding Bulgaria PLC, 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 PLC also prepares and
presents consolidated financial statements. The
consolidated financial statements of Industrial Holding
Bulgaria PLC for the year ended 31 December 2025 will be
issued within the legally set deadlines as per the applicable
legislation.

(ii) Going concern

The financial statements of the Company have been
prepared on the basis of the going concern principle-
assumption.

2.2. SUMMARY OF THE 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 by
the Company at their respective functional currency rates
prevailing at the date when the transaction first qualifies for
recognition. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the closing rate of
exchange of Bulgarian National Bank ruling 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 the 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
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that are enacted or substantively enacted by the reporting
date.

Current taxes are recognised directly in equity (and not in
the statement of profit or loss and other 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:

e 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

e 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.

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:

e 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

e fordeductible 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 by
the Company 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.
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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)

Revenue, expenses and assets are recognised net of VAT
except:

e 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

e 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.

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 the same group of entities for 10 years
during the last 20 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 actuarial 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
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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:

e  The date of the plan amendment or curtailment, and

e Thedate 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. Except for trade receivables that
do not contain a significant financing component or those
for which the Company has applied the practical expedient
for measurement at the invoiced amount. 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 direct 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.

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.
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Subsequent measurement

For the purposes of subsequent measurement, financial
assets are classified in four categories:

e Financial assets at amortised cost (debt
instruments)

e Financial assets at fair value through the other
comprehensive income with recycling of cumulative
gains or losses (debt instruments)

e Financial assets designated at fair value through the
other comprehensive income with no recycling of
cumulative gains and losses upon derecognition
(equity instruments)

e Financial assets at fair value through profit or loss.
Financial assets at amortised cost (debt instruments)

This category is the Company's lead category as it
designates and qualifies its financial assets primarily in this
group. The Company measures its financial assets at
amortised cost if both of the following conditions are met:

e The financial asset is held and managed within a
business model with the objective of holding it in
order to collect contractual cash flows; and

e 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 under the method of expected
credit losses. 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 as finance
income in the statement of profit or loss and other
comprehensive income.

The Company's financial assets carried at amortised cost
include trade receivables and loans granted to related
parties.

Financial assets at fair value in other comprehensive income
with ‘recycling” of cumulative profits or losses (debt
instruments)

The Company measures its debt instruments at fair value in
other comprehensive income if both of the following
conditions are met:

e The financial asset is held within a business model
with the objective to hold financial assets in order to
collect contractual cash flows and its sale; and
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e On the specified dates the contractual terms of the
financial assets give rise to cash flows which
represent solely payments on the principal and the
interest on the principal amount outstanding.

For debt instruments at fair value through the other
comprehensive income interest income, foreign currency
translation and impairment losses or their reversal are
recognised in the profit or loss and are calculated in a
manner identical to that for financial assets measured at
amortised cost. Other changes in the fair value are
recognised in the other comprehensive income. Upon
derecognition the cumulative change in the fair value
recognised in the other comprehensive income is taken to
the profit or loss.

Debt instruments at fair value through other comprehensive
income of the Company comprise investments in quoted
debt instruments (US government securities).

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:

e The rights to receive cash flows from the asset have
expired; or

e 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 ‘pass-through’
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
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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.

Instruments are classified in three phases depending on the
change in their credit risk. 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 entire remaining period of
the exposure (instrument), irrespective of the time of
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 receivable at each
reporting date. The Company applies a provisioning matrix
approach based on historical experience depending on the
increase in credit losses, adjusted by other factors specific
to the debtors and the economic environment (including
forward-looking ones).

At each reporting date it determines whether a 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: a) under contracts with related
parties — past due over 180 days under the hypothesis of
general cash flow management; and b) under contracts
with other contractors - past due over 90 days. In certain
cases, the Company 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 derecognised when there is no
reasonable expectation for the collection of the cash flows
under the contract.

The Company's debt instruments at fair value through other
comprehensive income consist of only first-class quoted
bonds. It is a policy of the Company to measure the ECL of
these instruments on a 12-month basis. However, when
there is a significant increase in credit risk since initial
recognition, the impairment provisions are based on the
ECL for the entire life of the instrument. The Company uses
publicly available ratings to determine whether the credit
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risk of the debt instrument has increased significantly and
to calculate the ECL for the instrument.

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 profit or loss and other
comprehensive income.

This category generally applies to interest-bearing loans
and borrowings. For more information refer to Note 20.

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 profit or loss and other comprehensive
income.

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 (a)). 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
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control over the investee and dispose of the investment.
Further information is presented in Note 13.

Information regarding the accounting policy for impairment
of investments in subsidiaries is provided in point 0)
Impairment of non-financial assets.

Dividend income

Dividend income is recognised when the right to receive it 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

Usually, the Company does not hold and report any financial
instruments, such as derivatives, financial assets at fair
value through profit or loss, as well as non-financial assets,
such as investment properties and items of property, plant
and equipment at fair value at the reporting date. The fair
values of financial instruments measured at amortised cost
and at fair value through other comprehensive income are
disclosed in Note 26.

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:

e |n 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.

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
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lowest level input that is significant to the fair value
measurement as a whole:

e |evel T — 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

e |evel 3 — Valuation technigues 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 measured 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 (if any).

j) Redemption of treasury shares

Own equity instruments that are redeemed (treasury
shares) are recognised at fair value of the consideration
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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.

k) Fixed tangible assets (plant and equipment)

Plant and equipment are 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:

Assets Useful life
Motor vehicles (cars) 8 years
Computers and hardware 3years

Fixtures and fittings, and other assets 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 derecognised.

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.

I) Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset that
necessarily takes a substantial period of time to get ready
forits 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 direct costs that the Company incurs in
connection with the borrowing of funds.
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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:

Assets Useful life
Patents and trademarks 4-7 years
Software 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.

n) 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 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 estimates 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 where individual assets have been
allocated to. 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.

Industrial Holding Bulgaria | Annual Separate Report 2025

ANNUAL FINANCIAL STATEMENTS

OTHER DISCLOSURES

Impairment losses are recognised in profit or loss as other
operating expenses in the statement of profit or loss and
other 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 the 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 a
revaluation reserve.

0) 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, unless there are permanently blocked funds.

p) Provisions

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
profit or loss and other 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) Basic net earnings per share

Basic net 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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r) Leases

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:

e the amount of the initial measurement of the lease
liability;

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

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

e 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
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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:

Assets Useful life

Buildings and structures 10 years

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:

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

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

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

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

e 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:

43



MANAGEMENT REPORT

NOTES

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

e reducing the carrying amount to reflect the lease
payments made;

e 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:

e 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;

e 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);

® 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
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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.

2.3. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
New and amended standards and interpretations

In 2025, some amendments and interpretations were
adopted for the first time, but they had 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.

The new and/or amended standards and interpretations
include:

Amendments to IAS 21, The Effects of Changes in Foreign
Exchange Rates: Lack of Exchangeability (in force for
annual periods beginning on or after 1 January 2025,
endorsed by EC)

These amendments specify and require entities to apply a
consistent approach when determining: a) when a currency
is exchangeable or not, by introducing definitions thereof. A
currency is exchangeable into another currency when an
entity is able to obtain the other currency within a time
frame that allows for a normal administrative delay and
through a market or exchange mechanism in which an
exchange transaction would create enforceable rights and
obligations. If an entity is able to obtain no more than an
insignificant amount of the other currency at the
measurement date for the specified purpose, the currency
is not exchangeable into the other currency; b) estimating
the spot exchange rate when a currency is not
exchangeable, by identifying two mechanisms: 1) the first
one is using an observable exchange rate without
adjustment, such as a spot exchange rate for a purpose
other than that for which an entity assesses exchangeability
or the first exchange rate at which an entity is able to obtain
the other currency; 2) the second one is through using
another estimation technique; c) the information that the
entity should disclose when a currency is not exchangeable,
in order to allow users of the financial statements to
understand the impact thereof on the entity’s financial
results, financial position, and cash flows. The amendments
are applied retrospectively. Earlier application is permitted.
The amendment does not have impact on the valuation and
classification of the Company's assets, liabilities, and
results.
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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 of 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 recognised in the
separate financial statements.

Review of the measurement of net investments in
subsidiaries (investments in shares and loans to subsidiaries)

For the purposes of the review of the measurement of net
investments in subsidiaries, the loans granted to
subsidiaries are treated as part of the total net investment
of Industrial Holding Bulgaria PLC 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 a review
of the loan measurement together with the investments in
subsidiaries. The Company has adopted a sequential
approach to accrue impairment first of the respective
investment in a subsidiary, and then of the loan granted in
case of full impairment of the investment. In case of
reversal of the impairment, the one accrued on loans is the
first to be reversed and then that accrued on investments.

Management conducts annual reviews of the measurement
(impairment tests and reversal of impairment) of its large
net investment exposures. For the purposes of the review,
management has identified cash generating units (CGUs) in
the Maritime transport segment, representing the smallest
identifiable groups of assets that generate cash inflows
from the use of assets for which indications for a review of
their measurement were found (impairment / reversal of
impairment). 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 future intentions and estimates on the
expected performance over the forecast period. Detailed
information on the main assumptions accepted in the test
is given in Note 13 below.

Considering that Industrial Holding Bulgaria PLC directs and
exercises control over the activities, free cash flows and the
investment policy of its subsidiaries, and the historical
analysis of the collectability of intragroup receivables
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reveals that the losses tend to zero, an assessment has
been made that there is no risk of uncollectability and need
to recognise an impairment loss for exposures not covered
by the annual reviews described in the preceding
paragraphs.

Lease

The Company has applied the following judgements that
have material impact on the statement of financial position
and/or the statement of profit or loss and other
comprehensive income.

e 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.

e 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.

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
of 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.

Amendments to IFRS 9, Financial Instruments and IFRS 7,
Financial Instruments: Disclosure — Contracts Referencing
Nature-Dependent Electricity (in force for annual periods
beginning on or after 1 January 2026, endorsed by the EC).

The amendments introduce requirements for accounting
for contracts referencing nature-dependent electricity,
namely: a) addition of factors and requirements an entity is
required to consider when applying paragraph 2.4 of IFRS 9
in accounting for contracts for renewable electricity in order
to clarify in what circumstances the purchase of electricity
can be accounted for “own-use” purchase and to make use
of the exemption from reporting requirements; b) addition
of hedge accounting requirements — to permit an entity
using a contract for renewable electricity as a hedging
instrument; and ¢) addition of new disclosure requirements
to enable investors to understand the effects of such

45



MANAGEMENT REPORT

NOTES

contracts on the financial performance and cash flows of
entities using such contracts. The Company is in the
process of analysis and assessment of the effects of the
amendments that might impact its financial position or
operating results, and their disclosure.

Amendments to IFRS 9, Financial Instruments and IFRS 7,
Financial Instruments: Disclosure - Classification and
Measurement of Financial Instruments (in force for annual
periods beginning on or after 1 January 2026, endorsed by
EC).

The amendments relate to: a) specifying the date of initial
recognition and derecognition of certain financial assets
and liabilities, and introducing a new exception for certain
financial liabilities settled using an electronic payment
system; b) adding further guidance to assess whether a
financial asset meets the criterion for “solely payments of
principal and interest” (SPPI), incl. characteristics of cash
flows for linking to conditions for sustainable development;
c) further clarification on the treatment of non-recourse
assets and contractually linked instruments (CLI); d) update
of disclosures regarding equity instruments at fair value
through other comprehensive income; and e) adding new
disclosures regarding certain instruments with contractual
terms that could change the timing or amount of
contractual cash flows. The Company is in the process of
analysis and assessment of the effects of the amendments
on the financial performance and operating results, and
their disclosure.

Annual Improvements, Volume 11: IFRS 1, First-time
Adoption of International Financial Reporting Standards,
IFRS 7, Financial Instruments: Disclosures, Implementation
Guidance for IFRS 7, Financial Instruments: Disclosures,
IFRS 9, Financial Instruments, IFRS 10, Consolidated
Financial Statements, IAS 7, Statement of Cash Flows (in
force for annual periods beginning on or after 1 January
2026, endorsed by EC).

These improvements introduce partial changes to the
following standards: A) IFRS 1 - in the requirements for
hedge accounting by first-time IFRS adopter in order to align
the wording and requirements of IFRS 1 and IFRS 9
regarding hedge accounting. In IFRS 1, the term “conditions”
is replaced by the term “criteria”, and references are made
to paragraphs in IFRS 9 that treat hedge accounting; B) IFRS
7 = 1) in the requirements for disclosure of gain or loss on
derecognition. The amendment corrects a reference to
paragraph 27A in IFRS 7, which was deleted from the
standard when IFRS 13 “Fair Value Measurement” was
enforced, and a cross-reference was made instead to the
respective paragraphs in IFRS 13. The wording “significant
inputs that were not based on observable market data” is
replaced by “significant unobservable inputs”; 2)
Implementation Guidance for IFRS 7: a) it is specified in the
Introduction that the guidance does not necessarily
illustrate all the requirements in the references paragraphs
of IFRS 7; b) in the disclosure of the difference between the
fair value and the transaction price at initial recognition of
financial instruments corrections are made to adjust
discrepancies between paragraph HB14 of the Guidance
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and paragraph 28 of IFRS 7 resulting from the enforcement
of IFRS 13; ¢) in the disclosure of credit risk, a change is
made to the wording for the purpose of easier and more
accurate understanding; C) IFRS 9: 1) in derecognition of
lease liabilities — the Improvements add references to
Paragraph 3.3.3 of IFRS 9 to resolve potential confusion of
a lessee applying the Standard’s derecognition
requirements; 2) in transaction price — the wording
“transaction price” is deleted from paragraph 5.1.3 and
Appendix A to IFRS 9, and in paragraph 5.1.3., the
Improvements cross-reference to the definition in IFRA 15,
whose meaning is required by the specific paragraph; D)
IFRS 10 — definition of “de facto agent” — the Improvements
eliminate the discrepancies between paragraphs B73 and
B74 of IFRS 10 in order to avoid potential confusion related
to determining whether a party acts as a de-facto agent; E)
IAS 7 — cost — the Improvements delete the term “cost
method” from paragraph 37 of IAS 7, since the term no
longer exists in the IFRS accounting standards. The
Company is in the process of analysis and assessment of
the effects of the amendments on the financial
performance and operating results, and their disclosure.

IFRS 18, Presentation and Disclosure in Financial
Statements (in force for annual periods beginning on or
after 1 January 2027, not endorsed by the EC).

IFRS 18 replaces IAS 1, Presentation of Financial
Statements. The requirements of IAS 1 that remain
unchanged have been transferred to IFRS 18, with
insignificant wording adjustments, or to IAS 8 “Accounting
Policies, Changes in Accounting Estimates and Errors”, and
IFRS 7, Financial Instruments: Disclosure, again with
insignificant wording adjustments. The new standard
makes insignificant changes to IAS 7, Statement of Cash
Flows, IAS 33, Earnings Per Share, and IAS 34, Interim
Financial Reporting. IFRS 18 focuses mainly on better
presentation of financial performance and aims to improve
financial reporting in the statement of profit and loss by
means of: a) change in the structure of the statement of
profit and loss by adding certain categories/indicators
(operating, investing, and financing) and subtotals
(operating profit and loss before financing and income
taxes) to the statement of profit and loss to improve
comparability and compatibility in the financial information;
b) requirement for disclosure in the note to the financial
statements of  management-defined  performance
measures related to the statement of profit and loss in order
to enhance the transparency of calculation thereof and
communicating to users management's view of the
financial performance of the entity; ¢) addition of new
principles on grouping (aggregation/disaggregation) of
information, setting requirements on whether the
information should be presented as part of the components
(elements) of the financial statements or in the notes
thereto. The provision of principles on the necessary level
of detail makes the disclosed information more effective.
Even though IFRS 18 will not impact the way in which
entities calculate their financial performance, the standard
will impose changes on how this performance is presented
and disclosed by all entities. The Company is in the process
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of analysis and assessment of the effects of the
amendments on the financial performance and operating
results, and their disclosure.

IFRS 19 "Subsidiaries without Public Accountability:
Disclosures” (in force for annual periods beginning on or
after 1 January 2027, not endorsed by EC)

IFRS 19 specifies reduced disclosure requirements that an
eligible entity is permitted to apply instead of the disclosure
requirements in other IFRS Accounting Standards. The
reduced disclosure requirements introduced by means of
IFRS 19 aim to establish a reasonable balance between the
information needs of users of the financial statements and
the costs of volume and efforts necessary to prepare full
disclosures under all IFRS Accounting Standards by eligible
subsidiaries. IFRS 19 is a voluntary standard for eligible
subsidiaries. A subsidiary is eligible if: it does not have
public accountability; it has an ultimate or intermediate
parent that produces consolidated financial statements
available for public use that comply with all IFRS Accounting
Standards. The Company is in the process of analysis and
assessment of the effects of the amendments on the
financial performance and operating results, and their
disclosure.

Amendments to IFRS 19 “Subsidiaries without Public
Accountability: Disclosures” (in force for annual periods
beginning on or after 1 January 2027, not endorsed by EC).

The amendments update the disclosure requirements for
new and/or amended standards issued between 28
February 2021 and 1 May 2024, reflecting the principles set
out in IFRS 19 for developing reduced disclosure
requirements. The relevant requirements were included in
fullin the edition of the standard published in May 2024. The
amendments introduce reduced disclosure requirements in
the following standards: IFRS 18, Presentation and
Disclosure in Financial Statements; Amendments to IFRS 9,
Financial Instruments, and IFRS 7, Financial Instruments:
Disclosure — Contracts Referencing Nature-Dependent
Electricity; IAS 7, Statement of Cash Flows — Supplier
Finance Agreements; Amendments to IAS 12, Income
Taxes — International Tax Reform = Pillar Two Model Rules;
and Amendments to IAS 21, The Effects of Changes in
Foreign Exchange Rates — lLack of Exchangeability. The
Company is in the process of analysis and assessment of
the effects of the amendments on the financial
performance and operating results, and their disclosure.

Amendments to IAS 21, The Effects of Changes in Foreign
Exchange Rates — Translation to a Hyperinflationary
Presentation Currency (in force for annual periods
beginning on or after 1 January 2027, not endorsed by EC).
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These amendments provide guidance on how to translate
the financial statements of entities whose functional
currency is the currency of a non-hyperinflationary
economy, while their presentation currency is the currency
of a hyperinflationary economy. In this case, the entity
translates the respective items in the financial statements
(assets, liabilities, equity, revenue and expenses), including
the comparative information, using the closing rate at the
date of the statement of financial position; and when the
entity’s presentation currency ceases to be the currency of
a hyperinflationary economy and is functional currency
continues to be the currency of a hyperinflationary
economy, the entity applies prospectively (without
restatement of comparative information) the method
currently applicable in IAS 21 for such conditions. When an
entity’s functional currency and presentation currency are
the currency of a hyperinflationary economy, and the
financial statements include a foreign operation whose
functional currency is the currency of a non-
hyperinflationary economy, the comparative information of
this foreign operation is translated by applying a common
price index used for the previous reporting period in
accordance with IAS 29. The Company is in the process of
analysis and assessment of the effects of the amendments
on the financial performance and operating results, and
their disclosure.

IFRS 10 (amended), Consolidated Financial Statements and
IAS 28 (amended), Investments in Associates and Joint
Ventures — regarding the sale or contribution of assets
between an investor and its associates or joint ventures
(postponed effective date, to be determined by the IASB).
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. The amendments will be
applied on a prospective basis. IABS postponed the initial
date of application of these amendments for an indefinite
period. The Company is in the process of analysis and
assessment of the effects of the amendments on the
financial performance and operating results, and their
disclosure.
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5. INTEREST AND DIVIDEND INCOME

in BGN'000
Dividend income

Interest income

OTHER DISCLOSURES

2025
7,389
2,327
9,716

2024
4,935
2,649
7,584

Dividend income reported in 2025 amounts to BGN 7,389 thousand (2024: BGN 4,935 thousand) and is distributed by the

following entities:

in BGN'000

Bulyard Shipbuilding Industry EAD
ZMM Bulgaria Holding EAD
Maritime Holding AD

IHB Shipdesign AD

KRZ Port Burgas AD

Interest income reported in both years 2025 and 2024 is as follows:

in BGN'000

Interest income on loans related parties

Interest income on deposits placed with banks - related parties
Interest income on deposits placed with banks - unrelated parties

Interest income on debt instruments (US government securities)

6. REVERSED IMPAIRMENT LOSS ON INVESTMENTS, NET

in BGN'000

Reversed impairment loss on investments (Note 13)

7. EMPLOYEE BENEFIT EXPENSES

in BGN'000

Employee benefit expenses

Social security expenses and other social payments
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2025
3,560
2,188
1,441

200

7,389

2025
1,568
434
206
119
2,327

2025

2025
(696)
112)
(808)

2024
2,163
210
221
2,341
4,935

2024
1,448
854
233
114
2,649

2024
6,867
6,867

2024
(703)
(114)
(817)
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8. COSTS OF HIRED SERVICES

in BGN'000

Audit

FTAs maintenance on subscription
Promotional and marketing services
Subscription and software support

Internet subscription and website maintenance
Insurances

Civil contracts

Communication services
Legal services

Consulting services

Other services

ANNUAL FINANCIAL STATEMENTS OTHER DISCLOSURES

NOTES

2025

(63)
(253)

The amounts accrued for the year for the services rendered by the registered auditor of the Company include an
independent financial audit - BGN 50 thousand (2024: BGN 48 thousand). There are no other non-audit services provided
by the registered auditor of the Company in 2025 and 2024.

9. OTHER OPERATING EXPENSES

in BGN'000 2025
Depreciation and amortisation expenses (147)
Expenses on materials (18)
Other expenses (140)
(305)
10. FINANCE INCOME AND FINANCE COSTS
in BGN'000 2025
Foreign exchange gains, net =
Gain on sale of debt instruments (US government securities) =
Finance income -
in BGN'000 2025
Foreign exchange losses, net (5,269)
Interest expenses on loans and deposits from related parties (247)
Interest expenses on interest-bearing bank loans (216)
Interest expenses on leases (17)
Bank charges on interest-bearing loans (28)
Other finance costs (3)
Finance costs (5,774)
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2024
(140)

(19
(173
(332

—_ = =

2024
2,505

820
3,325
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11. INCOME TAX

The main components of income tax expense for the periods ended 31 December 2025 and 2024 include:

in BGN'000

Current income tax expense

Deferred tax, relating to origination and reversal of temporary differences

Income tax expense recognised in profit or loss for the period

OTHER DISCLOSURES

2025

()
(1)

2024
(327)

(M)
(328)

The income tax rate applicable in 2025 is 10% (2024: 10%). The applicable tax rate remains unchanged in 2026.

The reconciliation between tax expense and the accounting profit multiplied by the Company’s tax rate for the years ended

31 December 2025 and 31 December 2024 is as follows:

in BGN'000
Profit before taxes

Income tax expense at the applicable tax rate of 10% (2024: 10%)

Income exempted from taxation — dividends

Reversed impairment loss, for which no deferred tax asset has been recognised

Utilisation of a tax temporary loss for which no tax asset has been recognised

Unrecognised deferred tax asset on temporary differences for the current year

Utilisation of a tax loss for which no tax asset has been recognised

Unrecognised deferred tax asset on a tax loss for the current year

Other movements in temporary differences

Income tax expense at an effective tax rate of 0 % (2024: 2 %)

Deferred taxes as of 31 December 2025 and 2024 relate to the following:

in BGN'000

Deferred tax liabilities
Debt instruments at fair value

Right-of-use assets

Deferred tax assets
Lease liabilities
Retirement benefit liabilities

Deferred tax expense

Deferred tax (liabilities)/assets, net
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Statement of
financial
position 2025

©
(56)

58

Statement of
financial
position 2024

(62)

64

2025
2,576
(258)

739

Profit or loss
for the period

2024
15,969
(1,597)

493
687
13

77

(M
(328)

Profit or loss
for the period

©
2
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Reconciliation of the deferred tax liabilities, net

in BGN'000

On 1 January

NOTES

Tax expense for the year recognised in profit or loss for the period

Tax expense for the year recognised in other comprehensive income

On 31 December

The Company has incurred tax losses as follows:

Tax period
in BGN'000

2025

Total tax losses deductible
Statutory tax rate

Deferred tax asset recognised

Deferred tax asset not recognised

Period for deduction of tax losses

from 2026 to 2030

OTHER DISCLOSURES

Q)

2025

4,758
4,758

10%

476

2024

Q)

2024

Tax losses can be carried forward and offset against future taxable profits of the Company. Pursuant to the applicable tax
law in Bulgaria, the carry forward and deduction period of tax losses is five years.

Industrial Holding Bulgaria | Annual Separate Report 2025

51



MANAGEMENT REPORT

NOTES

12. NON-CURRENT TANGIBLE AND INTANGIBLE ASSETS

12.1. NON-CURRENT TANGIBLE ASSETS

in BGN'000

Book value on 1 January 2024
Depreciation/amortisation on 1 January 2024

Carrying amount on 1 January 2024

Book value on 1 January 2024
Book value of additions

Book value of derecognised assets
Transfers from costs of acquisition

Book value on 31 December 2024

Depreciation/amortisation on 1 January 2024

Depreciation/amortisation charges for the period

Depreciation/amortisation on derecognised
assets

Depreciation/amortisation on 31 December 2024

Carrying amount on 31 December 2024

in BGN'000

Book value on 1 January 2025
Depreciation/amortisation on 1 January 2025

Carrying amount on 1 January 2025

Book value on 1 January 2025
Book value of additions

Book value on 31 December 2025
Depreciation/amortisation on 1 January 2025
Depreciation/amortisation charges for the period

Depreciation/amortisation on 31 December 2025

Carrying amount on 31 December 2025

Hardware and
equipment

68

(47)

21

68
9

19

Hardware and
equipment

77

(58)

19

77
6
83

(58)
(13)

(71)

12
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Motor
vehicles

252
(252)

252

(251)
292
293

(252)
(33)

251

(34)

259

Motor
vehicles

293
(34)
259

293

293
(34)
(36)

(70)

223

OTHER DISCLOSURES

Fixtures and
fittings, and
other assets

297
(182)
115

(182)
(12)

2

(192)

105

Fixtures and
fittings, and
other assets

297
(192)
105

297

297
(192)
(12)

(204)

93

FTAs in
progress

58

58

58
234

(292)

FTAs in
progress

Total

675
(481)
194

675
245
(253)

667

(481)
(56)

253

(284)

383

Total

667
(284)
383

667
6
673

(284)
(67)

(345)

328

The Company is not subject to restrictions imposed on the ownership rights of non-current assets tangible and no assets

have been pledged as collateral to cover liabilities or otherwise.

Industrial Holding Bulgaria | Annual Separate Report 2025

52



MANAGEMENT REPORT ANNUAL FINANCIAL STATEMENTS OTHER DISCLOSURES

NOTES

12.2. NON-CURRENT INTANGIBLE ASSETS

The carrying amount of non-current intangible assets as of 31 December 2025 was BGN 12 thousand (2024: BGN 18
thousand). The amortisation charged on non-current intangible assets for the year is BGN 6 thousand (2024: BGN 7
thousand). These assets include software, property rights and other non-current intangible assets (a website
development).

12.3. IMPAIRMENT OF NON-CURRENT TANGIBLE AND INTANGIBLE ASSETS
Based on the impairment testing of non-current tangible and intangible assets, the Company’s management has not
identified indications that the assets’ carrying amount exceeds their recoverable amount.

13. INVESTMENTS IN SUBSIDIARIES

Investments held by the Company as of 31 December 2025 and 31 December 2024 include:

Percentage of Percentage of

Interest as of Interest as of

BN 000 gemanen 31 Deember G 1 Deemaer
2025 2024
Privat Engineering EAD Bulgaria 52,687 100.00% 52,687 100.00%
ZMM Bulgaria Holding EALL Bulgaria 4,795 100.00% 4,795 100.00%
KRZ Port-Burgas AD Bulgaria 4774 99.65% 4774 99.65%
KLVK AD Bulgaria 46,096 67.96% 46,096 67.96%
IAn(‘t;emational Industrial Holding Bulgaria Switzerland 130 100.00% 130 100.00%
Maritime Holding AD Bulgaria 400 61.00% 400 61.00%
Bulyard Shipbuilding Industry EAD Bulgaria 53,459 100.00% 53,459 100.00%
Odessos PBM EAD Bulgaria BEKIS 100.00% 33,373 100.00%
IHB Shipdesign AD Bulgaria 70 70.00% 70 70.00%
Bulport Logistics AD* Bulgaria 19,247 46.12% 19,247 46.12%
215,031 215,031

* Bulport Logistics AD is a subsidiary since the remaining portion of its capital is held by other subsidiaries of Industrial
Holding Bulgaria PLC.

Review of the measurement of net investments in subsidiaries (total exposure, including investments in shares and
loans to subsidiaries)

As of 31 December 2025, the Company’s management conducted the annual review of the measurement and, accordingly,
a test of the net investments (investments in shares and loans granted) in the following subsidiaries grouped into two
cash-generating units (CGUs):

e Private Engineering (Maritime Transport business sector);
e KLVK (Maritime Transport business sector);

No indicators of impairment were identified for the other subsidiaries; therefore, no review of the measurement of the net
investments in them was performed.

The review of the measurement of the net investments in Privat Engineering CGU and KLVK CGU reflects the specifics of
the business sector in which they operate (Maritime transport) and the forecasts for their expected development. The
results of the 2025 review has resulted in the following:

e Privat Engineering CGU — no impairment loss was recognised/reversed (2024: an impairment loss on the
investment in the amount of BGN 6,867 thousand was reversed);

e KLVK CGU - no impairment loss was recognised/reversed (2024: no impairment loss was recognised/reversed).
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The total carrying amount of net investments (investments in shares and loans granted) that were subject to the Company
management's review is as follows:

31 December 2025 31 December 2024

in BGN'000 Investments Loans . Gl Investments Loans . e
investments investments
Privat Engineering CGU 57,220 1,319 58,539 57,220 1,319 58,539
Accumulated impairment (4,533) - (4,533) (4,533) - (4,533)
52,687 1,319 54,006 52,687 1,319 54,006
KLVK CGU 46,096 19,283 65,379 46,096 24,522 70,618
Accumulated impairment - - . - - .
46,096 19,283 65,379 46,096 24,522 70,618
98,783 20,602 119,385 98,783 25,841 124,624

The movement in the accrued and reversed impairment of investments in shares and loans granted is as follows:

31 December 2025 31 December 2024
in BGN'000 Investments Loans . Net Investments Loans . Net
investments investments
Impairment on 1 January (4,533) - (4,583) (11,400) - (11,400)
Reversed impairment - - - 6,867 - 6,867
Accrued impairment - - . . - i
Impairment as of 31 December (4,533) . (4,533) (4,533) . (4,533)

Management conducted the annual review of the measurement of net investments in the Maritime Transport business
sector as of 31 December 2025 by taking into account the following factors that have affected Privat Engineering CGU
and KLVK CGU:

e The decline in the freight market as a result of the reduced demand for shipping tonnage due to the uncertain
geopolitical environment;

e The low closing exchange rate of the US dollar at the end of the reporting period (1.66355 as of 31 December 2025
versus 1.88260 as of 31 December 2024), as the forecast cash flows of the ships are denominated in US dollars
(the functional currency of the shipping companies) and the significant portion of the net investments in these
subsidiaries is denominated in BGN and EUR.

e As regards Privat Engineering CGU — the contract for the construction of a 64,700 DWT bulk carrier in China
concluded in 2024 by its subsidiary Karia Ltd, where the expected delivery date is April 2028;

e Asregards KLVK CGU - the contracts for the construction of two 64,100 DWT bulk carriers in China concluded in
2024 by its subsidiaries Vaya Ltd. and Ticha Ltd., where the expected delivery date is October 2027 and May 2028,
respectively.

The recoverable amounts of the two CGUs have been determined using a value-in-use calculation based on cash flow
projections. For the existing ships, they have been calculated over the remaining useful life of the vessels taken out from
atotal 25-year period. For the ships for which construction contracts have been concluded, the cash flow projections have
been calculated over the construction period and their 25-year period of operation.

These projections reflect the specifics of Maritime Transport CGU business sector and the latest management intentions
and estimates on the expected performance over the projected period.

The recoverable amount of Privat Engineering CGU has been determined to be approximately equal to the carrying amount
of the investments in and loans granted to the subsidiary. As a result, the Company has not recognised an impairment of
its investment in Privat Engineering CGU.
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The recoverable amount of KLVK CGU has been determined to be higher than the carrying amount of the investments and
loans granted to the subsidiary. As a result, the Company has not recognised impairment of its investment in KLVK AD.

Basic assumptions used in the value-in-use calculations

The calculation of the value in use of the Maritime Transport business sector (Privat Engineering CGU and KLVK CGU) is
based on the following key inputs:

e Expected capital expenditure for the construction of new ships — based on the expected payments under the
shipbuilding contracts and other side investments until their put into operation;

e Expected earnings from ship operations — for the existing ships, the forecasts for the first two years are based on
the budgets for 2026 - 2027 approved by the management of Privat Engineering EAD and KLVK AD (reflecting the
effects of the current economic environment), and for the following years are based on averages at the annual level
of time charters for the period 2020-2025 for the ship type concerned (reduced by the percentage of variable costs
applicable to the industry). The estimates take into account also the historical performance of the vessel
concerned;

e Expected income from the ships for which shipbuilding contracts have been concluded — determined based on the
average annual time charter rate for the relevant ship type for the period 2020-2025 (reduced by the industry
applicable percentage of variable costs)

e Expected operating expenses - based on the adjusted values of the expected annual fixed costs of the respective
ship type and taking into account the historical performance of the ship concerned;

e Expected ship replacement and maintenance investments - based on industry averages for the ship type concerned
and consistent with the historical performance of the vessel concerned and the new ecological requirements for
ships;

e Days in service of ships - based on industry average values for the ship type concerned and consistent with the
historical performance of the vessel concerned.

Discount rate

Management applied to Privat Engineering CGU 1 KLVK CGU an after-tax discount rate of 8.51% (2024: 8.63%).

The discount rate is based on the weighted average cost of capital for companies similar to Industrial Holding Bulgaria
Group, adjusted to reflect specific risk factors inherent to the respective business sector in which the CGU is operating —
maritime transport.
Sensitivity analysis

Set out below is a sensitivity analysis of the underlying assumptions used in the estimate of the Maritime Transport
business sector (time-charter equivalent / revenue and discount rate, and exchange rate) and the corresponding value of
the reversal or accrual of impairment of the investments in and loans to both CGUs:
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Reversal/(Impairment) of an impairment loss on investment in Privat Engineering CGU

in BGN'000 2025 2024
Discount rate
Increase by 0.5% (3,510) 3,665
Decrease by 0.5% 3,774 10,324

Revenue levels
Increase by 0.5% 833 7,823
Decrease by 0.5% (893) 5921

Exchange rate
Increase by 0. 5 2,647 9,400
Decrease by 0. 5 (2,708) 4,332

Reversal/(Impairment) of an impairment loss on investment in KLVK CGU

in BGN'000 2025 2024
Discount rate
Increase by 0.5% Nil Nil
Decrease by 0.5% Nil Nil

Revenue levels

Increase by 0.5% Nil Nil
Decrease by 0.5% Nil Nil
Exchange rate
Increase by 0.5 Nil Nil
Decrease by 0.5 Nil Nil
14. DEBT INSTRUMENTS AT FAIR VALUE
in BGN'000 2025 2024
Long-term US government securities 3,988 -
3,988 -

In May 2025, the Company invested in an issue of long-term US government securities maturing in November 2054, with
a coupon of 4.5% and interest payments every six months. The debt instrument purchased has a nominal amount of USD
2,500 thousand. The issue'’s yield to maturity as of the acquisition date is 5.002%. The debt instrument is classified as a
financial asset measured at fair value through other comprehensive income.

In 2025, the Company recognised interest income calculated under the effective interest rate method of BGN 119
thousand, including BGN 66 thousand received in cash during the reporting period. In 2025, a gain on the subsequent
valuation of the instrument at fair value was realised and recognised in other comprehensive income, net of taxes, in the
amount of BGN 80 thousand.

The fair value of US government securities is determined using quoted prices in active markets (Level 1 of the fair value
hierarchy).

Industrial Holding Bulgaria | Annual Separate Report 2025 56



MANAGEMENT REPORT ANNUAL FINANCIAL STATEMENTS OTHER DISCLOSURES

NOTES

15. TRADE AND OTHER RECEIVABLES

in BGN'000 2025 2024
Interest receivable from deposits placed with banks - related parties 164 71
Interest receivable from deposits placed with banks - unrelated parties 49 60
Receivable on deposits from rental contracts - related parties 6 6
Prepayments related parties 3 3
Prepaid services and advances 9 12
Other receivables 217 217

453 374

Other receivables include amounts relating to expenses incurred by the Company, which are expected to be recovered.

16. LEASE

Industrial Holding Bulgaria is using an office under a lease contract with a company-related party. The contract expires in
October 2032, and the rent is subject to annual indexation in accordance with changes in the Harmonised consumer price
index.

In its capacity as a lessee, the Company recognises a right-of-use asset and a lease liability. The lease liability is the
undiscounted amount of the future lease payments under the office lease agreement (a building).

As of 31 December 2025, the lease liability was restated to reflect the increase in rent effective from 1 January 2026, in
accordance with the contractual indexation.

Right-of-use assets

31 December 31 December

In BGN'000 2025 2024
Book value as of the beginning of the period 623 684
Recalculation of the lease liability due to modification 14 16
Derecognised depreciation due to modification (80) (77)
Book value as of the end of the period 557 623
Depreciation/amortisation as of the beginning of the period - -
Depreciation charges for the period (80) (77)
Derecognised depreciation due to modification 80 77
Depreciation/amortisation as of the end of the period - -
Carrying amount as of the end of the period 557 623

Impairment of right-of-use assets

Based on an impairment testing of right-of-use assets carried out at 31 December 2025, the Company’s management
found no indications that the assets’ carrying amount exceeded their recoverable amount.

The underlying lease assets cannot be used as collateral under other contracts.
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in BGN'000 2025 2024
On 1 January 639 694
Recalculation of the lease liability due to modification 14 16
Interest expenses for the period 17 18
Lease payments for the period (97) (89)
On 31 December 579 639
Long-term portion 5071 565
Short-term portion 78 74

The incremental interest rate applied by the Company in calculating the lease liability as of 31 December 2025 is 2.8% (31
December 2024: 2.8%).

Total cash outflow under lease contracts
In 2025, the total cash outflow of the Company under lease contracts amounts to BGN 91 thousand (2024: BGN 89
thousand).

17. CASH AND CASH EQUIVALENTS

in BGN'000 2025 2024
Cash placed with banks - related parties (Note 23) 13,771 16,266
Cash placed with banks — unrelated parties 6,168 6,945
Cash on hand 1 _
Cash and cash equivalents in the Cash Flow Statement 19,940 23,211

Restricted cash i -

Cash and cash equivalents in the Statement of Financial Position 19,040 23211

Cash and cash equivalents in BGN are measured at nominal value, and those in foreign currency — at the closing rate of
the Bulgarian National Bank at the end of the reporting period. Foreign exchange differences are recognised in profit or
loss as finance income or finance costs and are presented net.

18. SHARE CAPITAL AND RESERVES

The share capital is reported at its par value in accordance with the Company'’s registration with the Commercial Register.

in BGN'000 2025 2024
96,808,417 ordinary shares with par value of BGN 1 each 96,808 96,808
96,808 96,808

As of 31 December 2025, the Company's capital comprises 96,808,417 dematerialised registered voting shares with a par
value of BGN 1 each that are listed on the Bulgarian Stock Exchange. The share capital is subscribed at par value and is
fully paid. There are no preference shares and bearer shares.
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The shareholders of Industrial Holding Bulgaria PLC that hold a share exceeding 5 percent of the capital of the Company
as of 31 December 2025 are as follows:

Number of
in BGN'000 shares as of 31 2025
December 2025
BULLS AD 66,339,143 68.53%
DZH AD 9,657,874 9.98%
Other legal entities and natural persons 20,811,400 21.49%
96,808,417 100.00%

The shareholders of Industrial Holding Bulgaria PLC that hold a share exceeding 5 percent of the capital of the Company
as of 31 December 2024 are as follows:

Number of
in BGN'000 shares as of 31 2024
December 2024
BULLS AD 66,116,706 68.30%
DZH AD 9,657,874 9.98%
Other legal entities and natural persons 21,033,837 21.72%
96,808,417 100.00%
Reconciliation of the issued shares:
in BGN'000 Lo o Amount
shares
On 1 January 2024 1 96,808,417 96,808
On 31 December 2024 96,808,417 96,808
On 31 December 2025 96,808,417 96,808
Reconciliation of the share premium
in BGN'000 Amount
On 1 January 2024 31,016
On 31 December 2024 31,016
On 31 December 2025 31,016

Other capital reserves
Statutory and additional reserves

Statutory reserves are set aside by joint-stock companies such as Industrial Holding Bulgaria PLC as profit distribution in
accordance with the provisions of Article 246 of the Commercial Act. They are set aside until they reach one-tenth or more
of the capital. The statutory and additional reserves amounted to BGN 9,661 thousand as of 31 December 2025 (2024:
BGN 9,661 thousand).

Reserve from revaluation of debt instruments

The reserve from revaluation of debt instruments includes accumulated profits and losses from subsequent valuation of
financial assets classified at fair value through other comprehensive income.

In 2025, the Company recognised a gain on revaluation of an issue of US government securities reported in other
comprehensive income, net of taxes, in the amount of BGN 80 thousand.
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Treasury shares redeemed

By decision of the extraordinary General Meeting of Shareholders held on 18 November 2021, a subsequent procedure
has been initiated by the following parameters:

o Number of shares to be redeemed every year over a period of five years — up to 3% of the registered capital of the
Company per calendar year, but not more than 10% in total for the entire period of redemption and not more than
10 % of the total capital of the Company;

e Minimum redemption price - BGN 1.00 per share;

e Maximum redemption price — BGN 3.00 per share.
The appointed investment intermediary is Allianz Bank Bulgaria AD.

The Company did not hold treasury shares redeemed as of 31 December 2025.
19. BASIC EARNINGS PER SHARE

Basic net earnings/(losses) per share are calculated by dividing the financial result for the year by the weighted average
number of the ordinary shares held over the year (after deducting the weighted average number of the treasury shares
redeemed).

The calculation of the basic net earnings per share at 31 December 2025 is based on the net profit of BGN 2,575 thousand
(2024 net profit of BGN 15,641 thousand), attributable to the holders of ordinary shares, and the weighted average number
of the ordinary shares available during 2025 of 96,808 thousand (2024: 96,808 thousand).

The calculations are as follows:

in BGN'000 2025 2024
Profit for the period (in BGN'000) 2,575 15,641
Weighted average number of ordinary shares (thousands of shares) 96,808 96,808
Basic net earnings per share (in BGN) 0.027 0.162

The weighted average number of shares over 2025 and 2024 has been calculated on the basis of the movement in
outstanding shares, as follows:

in BGN'000 2025 2024
Ordinary shares issued at the beginning of the period 96,808 96,808
Shares redeemed at the beginning of the period _ -

Number of shares outstanding at the beginning of the period 96,808 96,808

Shares redeemed over the period - -

Ordinary shares issued at the end of the period 96,808 96,308
Shares redeemed at the end of the period - -
Number of shares outstanding at the end of the period 96,808 96,808
Weighted average number of ordinary shares over the period 96,808 96,808
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20. INTEREST-BEARING BANK LOANS

Non-current portion of long-term interest-bearing bank loans

in BGN'000 Currency Interest rate % Maturity 2025 2024
Bank Loan Agreement No. 22F—OQO1 55 0of 24 FUR 1 40% 2029 8454 12373
February 2022 — non-current portion

8,454 12,373

Current portion of long-term interest-bearing bank loans and short-term interest-bearing bank loans

in BGN'000 Currency Interest rate % Maturity 2025 2024
Bank Loan Agreement No. 22F-000155 of 24

February 2022 — current portion EUR 1.40% 2029 e 3,926
Bank Loan Agreement No. 22F-001225 of 07 o )
November 2022 — short-term loan BGN RIR+1.7% 2026 Re
5572 3926
in BGN'000 2025 2024
Principal payable 14,021 16,292
Interest payable 5 7
14,026 16,299

Bank Loan Contract No. 22F-000155 was concluded to secure loan funds for investments of a subsidiary, which is also a
co-debtor under the contract, and the guarantors are other subsidiaries. The contract is secured by mortgages on real
estate (land and buildings) of the subsidiary implementing the investment project. The loan repayment deadline was
February 2029. At the beginning of 2024, Industrial Holding Bulgaria PLC utilised the full loan amount. The loan repayment
commenced in March 2024.

Bank Loan Agreement No. 22F-000155 requires that specific financial terms be met as follows:

e The Company should maintain a ratio of Equity to Total Assets of not less than 60% (on a consolidated basis);
e The Company should maintain an EBITDA ratio of interest costs of at least 4 times (on a consolidated basis);

e The Company should maintain a leverage (finance debt to EBITDA ratio) of no more than 3 times. The financial
debt is calculated as the amount of the Company's debt to the creditor bank, plus the financial obligations of the
guarantors and the co-debtor, and EBITDA is the EBITDA of the guarantors and the co-debtor.

e 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 to the Company's credit obligations and EBITDA to the guarantors
and the co-debtor.

These financial terms are calculated on an annual basis. In cases of non-compliance, the creditor bank has the right to
declare the loan on demand and/or to proceed to the compulsory collection of the obligations under the contract.

As of 31 December 2025, based on preliminary consolidated data and the preliminary data of the subsidiaries that are
guarantors, the Company has observed the financial metrics in line with the commitments taken.

Furthermore, the Company is bound to adhere to specific non-financial conditions, which are vigilantly annually monitored
on a basis other than the calendar year.

Under Bank Loan Contract No. 22F-001225, concluded with a commercial bank, Industrial Holding Bulgaria PLC was
provided with a total limit for working capital financing, the issuance of bank guarantees, and the opening of letters of
credit to the benefit of the Holding and/or its Group companies, in an amount of up to BGN 12,000 thousand. In October
2025, an annex was signed for revolving the portion of the loan used as an overdraft until 04 November 2026. The effective
floating interest rates amount to: (a) for EUR Loans: the TM EURIBOR +1.2%, but not less than 1.2%; (b) for BGN loans: the
reference interest rate of the financing bank + 1.7%, but not less than 1.7%. There is no change in the interest rates as a
result of the adoption of the euro as an official currency of the Republic of Bulgaria as of 01 January 2026. The Contract
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is secured by mortgages on the real estate (land and buildings) of a Group company, which is also a guarantor under the
Contract. Funds in the amount of BGN 1,648 thousand were utilised as of 31 December 2025.

21. EMPLOYEE RETIREMENT BENEFIT LIABILITY
The estimate of the retirement benefits liability complies with the requirements of the Labour Code and IAS 19 and as of
31 December 2025 was BGN 15 thousand (31 December 2024: BGN 27 thousand).

There are no reasonably possible changes in the key assumptions that could significantly impact the retirement benefit
liability as of the end of the reporting period.

The average maturity of the retirement benefit liability is approximately 21.1 years (2024: 18.6 years).

Set out below are the changes in the present value of the retirement benefit liability as of 31 December 2025 and 2024:

in BGN'000 2025 2024
Present value of the liabilities on 1 January 27 45
Remunerations paid for the year (14) (24)
Expenses recognised in profit or loss 2

Expenses recognised in other comprehensive income = 4
Present value of the liabilities on 31 December 15 27

The expenses recognised in profit or loss include current service costs and an interest rate component, and the amounts
recognised in other comprehensive income relate to actuarial gains and losses.

The following table presents the maturity structure of retirement benefit liability based on the undiscounted amount of the
expected cost of the benefit.

in BGN'000 2025 2024
Within 1 year i 14
Between 2 and 5 years _ -
Between 6 and 10 years - -
Beyond 10 years 215 206

Total expected undiscounted payments 215 220

22. TRADE AND OTHER PAYABLES

in BGN'000 2025 2024
Payables to suppliers 52 95
Payables to suppliers related parties 3 3
Payables to Social security entities 12 13
Other payables 8 9

75 120

23. RELATED PARTY DISCLOSURES

The Company is of the opinion that in accordance with the definitions of IAS 24 it is a related party with:

I. Persons exercising control within the meaning of IAS 24

e BULLS AD, a parent company that directly holds 68.53% of Industrial Holding Bulgaria PLC;
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e Dimitar Zhelev, a person exercising control over Bulls AD and husband of Daneta Zheleva, the Chief Executive
Officer of Industrial Holding Bulgaria PLC.
Il. Key management staff comprising the Management Board and the Supervisory Board of the Company

[ll. Entities under the joint control of the persons exercising control

IV. Entities over which the persons that have control also exercise significant influence or are members of their key
management staff

V. Subsidiaries

e Direct subsidiaries
The direct subsidiaries of Industrial Holding Bulgaria PLC at 31 December 2025 and 31 December 2024 are
presented in Note 13.

e |ndirect subsidiaries

— Subsidiaries of the direct subsidiary ZMM Bulgaria Holding EAD - ZMM Sliven AD, ZMM Nova Zagora AD and
IHB Metal Casting EAD;

— Subsidiaries of the direct subsidiary Privat Engineering EAD — IHB Shipping Co. EAD, Karvuna Ltd, Tirista Ltd
and Karia Ltd;

— Subsidiaries of the direct subsidiary KLVK AD - Bulport Logistics AD, Serdika Ltd, Odria Ltd, Ticha Ltd, and Vaya
Ltd.

— Subsidiaries of the direct subsidiary Maritime Holding AD — Bulgarian Register of Shipping EAD - Bulgarian
Register of Shipping EAD (until 22 October 2025). On 22 October 2025, Maritime Holding AD sold to an
unrelated party its full shareholding in the subsidiary.

VI. Associated companies

— the associated companies of the direct subsidiary International Industrial Holding Bulgaria A" - CI NMF [l Black
Sea JV Holdco B.V. and Drazki Varna EAD.

23.1. RECEIVABLES FROM AND PAYABLES TO RELATED PARTIES

Loans to related parties

in BGN'000 2025 2024
Subsidiaries Non-current portion of long-term loans 69,395 61,553
Associated companies Non-current portion of long-term loans 51 51
69,446 61,604

Subsidiaries Current portion of long-term loans 2,593 4,941
Associated companies Current portion of long-term loans 8 4
2,601 4,945

72,047 66,549

Principal 71,773 66,415

Interest 274 134

A sea mortgage was imposed on m/v Karvuna, owned by the subsidiary, in connection with a loan granted to Karvuna Ltd
as of 31 December 2025 in the amount of BGN 1,319 thousand.
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Trade and other receivables from related parties

in BGN'000

Subsidiaries

Dividends

Entities, over which the persons with control exercise
significant influence or are members of their key

management personnel

Entities under joint control of the persons exercising

control.

Prepayments
Interest on bank deposits

Deposit under a rental agreement

Prepayments

Trade and other payables to related parties

in BGN'000

Entities under joint control of the persons exercising

control

Cash placed with banks - related parties

in BGN'000

Payables to suppliers

Entities, over which the persons with control exercise
significant influence or are members of their key

management personnel

Loans from related parties

in BGN'000

Persons exercising control

Deposits from related parties

in BGN'000
Subsidiaries

Subsidiaries

Non-current portion of long-term loans

Current portion of long-term loans

Principal

Interest

Current portion of long-term deposits

Short-term deposits

Principal

Interest

OTHER DISCLOSURES

2025
4,448

164

4,626

2025

2025

13,771

13,771

2025
14,629
49
14,678

14,629
49

2025
2,732

399
3,131

3123
8

2024
370

71

455

2024

2024

16,266

16,266

2024
7,000

11
7,011

7,000
11

2024
651

651

650

The deposits from subsidiaries as of 31 December 2025 are unsecured, bear a fixed interest rate and mature in 2026.
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Liabilities under lease contracts with related parties

in BGN'000 2025 2024
Entities under joint control of the persons exercising control 579 639
579 639

Long-term portion 501 565
Short-term portion 78 74

The payment due for 2025 under a lease contract with an entity under joint control with the persons exercising control
amounts to BGN 91 thousand, and the cash outflow amounts to BGN 91 thousand.

23.2. RELATED PARTY TRANSACTIONS

Sales transactions

in BGN'000 2025 2024
Dividend income Subsidiaries 7,389 4,935
7,389 4,935

Purchase transactions

in BGN'000 2025 2024

Entities, over which the persons with
control exercise significant influence or

Costs of hired services : 16 9
are members of their key management
personnel

Other expenses Entities underpmt control of the 37 35
persons exercising control
Entities, over which the persons with

Other finance costs control exercise S|gh|flcant influence or ; ;
are members of their key management
personnel

54 45

In May 2024, Industrial Holding Bulgaria PLC acquired from its subsidiary Bulyard Shipbuilding Industry EAD 16,839,330
shares of the capital of the indirect subsidiary Bulport Logistics AD for BGN 19,247 thousand

Loans to related parties

Loans granted Non- Principal Interest Interest
in BGN'000 ?iﬁnocr;gtaasrey) ) received income received
decrease

Subsidiaries 2025 (15,253) - 7,408 1,564 1,396
Associated companies 2025 - - - 4 -
Subsidiaries 2024 (54,494) = 38,565 1,444 1,534
Associated companies 2024 - - - 4 -
2025 (15,253) - 7,408 1,568 1,396
2024 (54,494) - 38,565 1,448 1,534

Loans granted as of 31 December 2025 mature in 2026-2032. The agreed interest rates vary from 2.1% to 3.3%, except
for: (a) aninvestment loan granted to a subsidiary, which bears an interest rate of 1.6%; the loan was financed by a targeted
bank loan, and (b) a loan granted to an associated company, which bears an interest rate of 7.50%.
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Interest income on deposits placed by Industrial Holding Bulgaria PLC with a bank-related party (entities over which the
persons with control exercise significant influence or are members of their key management personnel) in 2025 amounts
to BGN 434 thousand. Interest on deposits paid by the bank during the period amounted to BGN 341 thousand.

In May 2024, an increase in the capital of the subsidiary Odessos PBM EAD by BGN 5,000 thousand was registered with
the Commercial Register, which was fully paid up. In 2024, BGN 2,725 thousand was also contributed to the 2023 increase
in the subsidiary's capital.

In August 2024, a decrease in the capital of the subsidiary Bulyard Shipbuilding Industry EAD was registered with the
Commercial Register through the invalidation of shares after their acquisition by the Company. The capital was reduced
by 14,421,576 ordinary, materialized, registered voting shares with a nominal value of BGN 1 each. The decrease was fully
paid.

Loans from related parties

Loans received Non- Principal repaid Interest Interest paid
in BGN'000 E‘nocr;:;asrg); expense
decrease
Persons exercising control 2025 7,629 (208) (170)
Persons exercising control 2024 7,000 - - (60) (49)
2025 7,629 - - (208) (170)
2024 7,000 - - (60) (49)
Deposits from related parties
Deposits Non- Principal Interest Interest paid
i BGN'000 received monetary = refunded expense
increase /
(decrease)
Subsidiaries 2025 3,558 (916) (177) (33) (24)
Subsidiaries 2024 1,300 (950) - (7) -
2025 3,558 (916) a71) (33) (24)
2024 1,300 (950) - @ -

The non-cash movements in deposits from related parties represent the offsetting of liabilities on deposits against the
Company's receivables under joint interests during the current year.

Terms and conditions of related party transactions

The sales to and purchases from related parties are made on contractual terms. Outstanding balances at the year-end 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.

An impairment test of related party receivables is performed at each financial year-end based on an analysis of the related
party's financial position and creditworthiness, and the market in which it operates. The review also considers other factors
affecting the recoverability of related party receivables, such as historical information on their collectability and the
established intra-group system for managing and monitoring their collectability.

Based on the impairment testing of related party receivables carried out as of 31 December 2025, the Company did not
recognise an impairment loss (2024 nil).

Remuneration of key management staff

in BGN'000 2025 2024
Expenges on_remungration of the Exeput?ve Directors, Management Board and Supervisory 175 172
Board, including social security contributions

175 172
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24. COMMITMENTS AND CONTINGENCIES

Legal claims
No legal claims have been brought against the Company.
Guarantees

Under Contract No. 22F-001225 signed with a commercial bank, a loan for granting a total limit for working capital
financing, issuance of bank guarantees and letters of credit of the Holding and/or Group entities with a limit of up to BGN
12,000 thousand, as of 31 December 2025:

e Bank guarantees were issued to Group companies for the total amount of BGN 235 thousand - Bulyard Shipbuilding
Industry EAD for BGN 200 thousand, IHB Metal Casting AD for BGN 20 thousand, and ZMM Nova Zagora for BGN
15 thousand (31 December 2024: BGN 29 thousand).
The unutilised limit under Contract No. 22F-001225 amounted to BGN 10,117 thousand as of 31 December 2025.

In June and July 2024, Industrial Holding Bulgaria PLC issued three corporate guarantees to guarantee the performance
of the subsidiaries’ obligation to make advance payments under the three shipbuilding contracts concluded in June 2024.

The corporate guarantees secure all advance payments before the ship’s delivery, totalling USD 52,175 thousand, and any
possible interest for delay. Guarantees are valid until all advance payments (from first to fourth) are paid, which is expected
to be made by the end of 2027. The obligation under the guarantees may be terminated if the contracts are terminated by
the buyer in accordance with the agreed terms and conditions. The amount of the corporate guarantees is reduced by
every payment made under the shipbuilding contracts. At the beginning of August 2024, the subsidiaries - shipowners,
after obtaining cross-bank guarantees from the seller, transferred the first advance payment of USD 19,113 thousand in
total.

In October 2025, Industrial Holding Bulgaria PLC and the other shareholders of Maritime Holding AD entered into a
guarantee agreement securing the performance of Maritime Holding AD's obligations under a sale transaction with a total
value of EUR 1,450 thousand for its shares in Bulgarian Register of Shipping EAD. The agreement is for a period of four
years and covers any future property damage suffered by the buyer, up to a maximum of EUR 1,305 thousand. Each
shareholder's guarantee is proportional to their shareholding in Maritime Holding AD.

In November 2025, Industrial Holding Bulgaria PLC issued a corporate guarantee in the amount of EUR 2,330 thousand to
guarantee the payments of its subsidiary KRZ Port Burgas AD under an agreement for the purchase of steel components
for the construction of a quay wall.

Collateral

In connection with Bank loan contract number 22F-000155 of 24 February 2022, obtained to secure loan funds for
investments of a subsidiary, a financial collateral agreement was signed by way of a pledge of receivables providing for a
right of use over all its accounts with the creditor bank in the amount of the loan liability at the relevant time.

In connection with Bank loan contract number 22F-001225 of 07 November 2022, obtained to secure a total limit for
working capital financing, issuing bank guarantees and letters of credit, a financial collateral agreement was signed by
way of a pledge of receivables providing for a right of use over all its accounts with the creditor bank in the amount of the
loan liability at the relevant time.

Other matters

The Company’'s management believes that no material risks arise from the dynamic fiscal and regulatory environment in
Bulgaria that might require adjustments to the recognised assets, liabilities, income and expenses, and other amounts
disclosed in the separate financial statements for the year ended 31 December 2025.
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25. FINANCIAL INSTRUMENTS

Financial risk management

The Company is exposed to the following risks relating to the financial instruments held by it:

e credit risk

e liquidity risk;

e market risk
This Note discloses information on the Company's exposure to each of the aforementioned risks, the Company’s
objectives, policies and processes for measuring and managing those risks, as also for managing the Company’s capital.

General risk management considerations

The Management Board is responsible for identifying and managing the risks associated with the Company's holding and
use of financial instruments in its operations.

The Company's risk management policy is designed to proactively identify and analyse the risks facing the Company, set
limits on risk-taking and controls, monitor risks, and ensure compliance with those limits. These policies are subject to
regular review and approval by the Management Board to identify possible changes in market conditions and the
Company's operations. The Company, through its training and management standards and procedures, aims to develop
a constructive control environment where all employees understand their roles and duties.

The Company's Audit Committee observes how management ensures compliance with the risk management policies and
reviews the adequacy of the risk management framework regarding the risks facing the Company as well as their proper
presentation and disclosure in the financial statements. The Internal Audit Unit supports the Company's Audit Committee.
The Internal Audit Unit conducts both planned and incidental checks of risk management controls and procedures, with
the results reported to the Audit Committee.

The structure of financial assets and liabilities is as follows:

in BGN'000 2025 2024
Financial assets
Loans to related parties 72,047 66,549
Cash and cash equivalents 19,940 23,211
Debt instruments at fair value 3,988 -
Dividends receivable 4,448 370
Trade and other receivables 436 354
100,859 90,484

Financial liabilities

Interest-bearing bank loans 14,026 16,299
Lease liabilities 579 639
Deposits and loans from related parties 17,809 7,662
Trade and other payables 55 98

32,469 24,698

a. Credit risk

The credit risk to which the Company is exposed is the risk of possible financial loss if a client or a party to a financial
instrument fails to perform its contractual obligations, arising principally from loans receivable from related parties.
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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 is as follows:

in BGN'000 2025 2024
Cash and cash equivalents 19,939 23217
Loans to related parties 72,047 66,549
Debt instruments at fair value 3,988 -
Dividends receivable 4,448 370
Trade and other receivables 436 354

100,858 90,484

In general, exposure to credit risk arises from each debtor's individual characteristics. However, management also
considers the demographics of the Company’s debtor base, including the default risk of the industry and the country in
which debtors operate, as these factors may influence credit risk, especially in deteriorating economic conditions.

The Company's receivables as of 31 December 2025 originate mainly from related parties in connection with investments
in subsidiaries. The Management Board of the Company approves and then monitors any financing provided.

For the review of the measurement of net investments, the loans granted to subsidiaries form part of the net investment
of Industrial Holding Bulgaria PLC in these companies, as the expected free cash flows of the subsidiaries from their
operating activities are used for both repaying the loans received and for distributing dividends. In this regard, the
Company monitors loan collection and repayment risks, as well as investment risks in subsidiaries.

The Company conducted an analysis of the specifics of the business sectors in which the subsidiaries operate and their
expected development as of 31 December 2025. The analysis also considered the established intragroup receivables,
liabilities and cash flows management and monitoring policies at the Group level. In addition, the historical results were
reported, along with management’s forecasts. Based on that, management assessed the ability to collect and service
100% of loans.

The maximum exposure to credit risk at the reporting date by geographic regions was as follows:

in BGN'000 2025 2024
Receivables from Group companies, registered in Bulgaria 75612 65,427
Receivables from Group companies, registered in third countries 1,319 1,846

76,931 67,273
Investments

Investments are mainly in businesses and companies where the Holding holds the control and power to determine their
development strategy.

Government securities

It is the Company's policy to invest only in first-class securities with a high credit rating and strong liquidity, upon the
approval of the Management Board. Given that, the credit risk in this type of investment is considered low.

Guarantees

The Company's policy is to issue financial guarantees only to subsidiaries and only after review and preliminary approval
by the competent body (Management/Supervisory Boards or the General Meeting of Shareholders).
b. Liquidity risk

Liquidity risk is the probability that the Company will be unable to meet all its obligations, which are settled in cash or
through another financial asset. The Company's approach to managing liquidity risk is to secure sufficient liquidity,
wherever possible, to cover its liabilities in both ordinary and abnormal conditions, ensuring it will not suffer unacceptable
losses or reputational damage.
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The Company elaborates annual financial planning, including settlement of financial liabilities, which is updated as
necessary. This planning excludes the potential effect of extraordinary circumstances that may not be foreseen under
usual conditions. Moreover, the Company follows up on and secures payment of its current expenses and current liabilities
for a period of 30 days.

Below are disclosed the financial liabilities with agreed maturity, including expected interest payment, net of the effect of
any netting arrangements:

31 December 2025

Contractual 6 months 6-12 1-2 2-5
in BGN'000 \I/B;EI; cash flows or less months years years (;\ézrrSE)
Non-derivative liabilities
Interest-bearing bank loans 14,026 (14,354) (2,066) (3,691) (4,020) (4,577) -
Lease liabilities 579 (637) (47) (47) (93) (279) (177)
Loans and deposits from related parties 17,809 (18,572) (232) (3,296) (293) (14,751) -
Trade and other payables 55 (55) (55) - - - -
32,469 (33,618) (2400)  (7,034)  (4406) (19,607) 171)
31 December 2024
Contractual 6 months 6-12 1-2 2-5
in BGN'000 E;EE cash flows or less months years years 322:85
Non-derivative liabilities
Interest-bearing bank loans 16,299 (16,815) (2,076) (2,062) (4,079) (8,598) -
Lease liabilities 639 (712) (45) (45) (91) (273) (258)
Loans and deposits from related parties 7,662 (8,148) (728) (70) (140) (7,210) -
Trade and other payables 98 (98) (98) - - - -
24,698 (25,773) (2947) (2177)  (4310) (16,081) (258)

It is not expected that the cash flows in the above table will occur much earlier or in amounts significantly different from
those stated above.

c. Market risk

Market risk is the risk that affects the Company’s revenue or the value of its investments due to fluctuations in market
prices, such as exchange rates, interest rates, or equity prices. Market risk management aims to control exposure to
market risk within acceptable limits by optimising return rates.

Currency risk

The Company is exposed to currency risk as it performs purchases and/or sales, assumes, provides and/or makes
payments under loans denominated in currencies other than the functional currency - the Bulgarian lev. Such transactions
are denominated primarily in:

e EUR — as of 31 December 2025, there were no significant currency risks on exposures denominated in euros due
to the fixed exchange rate of the Bulgarian lev to the euro. As of 1 January 2026, the euro is the official currency of
the Republic of Bulgaria; therefore, the EUR exposure does not pose currency risk.

e USD - the Company is exposed to currency risk as regards its assets denominated in US dollars, which relate to
the financing of the expansion of the Group’s ship portfolio.

Exposure to currency risk

The Company’s exposure to currency risk based on provisional amount is as follows:
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31 December 2025 31 December 2024

in BGN'000 BGN EUR usb BGN EUR usb

Cash and cash equivalents 30 2 19,908 371 11 22,829
Receivables on loans and deposits to related entities 23,057 31,838 17,152 10,005 34,876 21,668
Debt instruments at fair value - - 3,988 - - -
Dividends receivable 4,448 - - 370 - -
Trade and other receivables 217 6 213 277 6 71
Interest-bearing bank loans - (14,026) - - (16,299) -
Lease liabilities - (579) - - (639) -
Loans from related parties (2,732) (15,077) - (7,662) - -
Trade and other payables (55) - - (98) - -

24,965 2164 41,261 3,263 17,955 44,568

EUR-denominated financial instruments do not entail currency risk due to the fixed exchange rate of the Bulgarian lev to
EUR. The following significant exchange rates are applicable during the period:

Average exchange rate for the Exchange rate on the reporting
period date
in BGN'000 2025 2024 2025 2024
US dollar 1.73494 1.80748 1.66355 1.88260
EUR 1.95583 1.95583 1.95583 1.95583

Sensitivity to foreign currency

The following table demonstrates the sensitivity to a possible change in the USD/BGN exchange rate, with all other
variables constant. The impact on the Company’s pre-tax profit is due to changes in the fair value of monetary assets. The
Company's exposure to changes in foreign exchange rates for all other currencies is not material.

Change in the
exchange rate Effect on the

in BGN'000 of US Dollar pre-tax profit
2025 1% 413
1% (413)
2024 1% 446
1% (446)
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Interest rate risk
The Company manages its interest rate risk by attempting to conclude fixed-rate loans.

The book value of the financial instruments, depending on the interest rate profile, is presented in the following table.

in BGN'000 2025 2024

Fixed-rate instruments

Financial assets 95,700 89,626

Financial liabilities (30,704) (24,581)
64,996 65,045

Floating-rate instruments

Financial assets = -

Financial liabilities (1,648) -
(1,648) -

The Company periodically reviews and renegotiates interest rates with its counterparties (for the loans provided, they are

reviewed at least annually, depending on market conditions, and for the loans received, the reviews are in accordance with
the contractual terms).

Sensitivity analysis of financial instruments bearing fixed and variable interest rates

A sensitivity analysis of probable changes in interest rates and their effects on pre-tax profit (through their impact on loans
and borrowings bearing floating interest rates), assuming all other variables are constant. There is no effect on the other
components of the Company’s equity.

Interest rate

changes
s Eema
points) P P
2025 100 b.p. (16)
-100 b.p. 16
2024 100 b.p. -
-100 b.p. -

d. Capital management

The Management Board's policy is to maintain a solid capital base to maintain investor, creditor, and market confidence
and to sustain future business development. Equity consists of share capital, reserves, and retained earnings. The
Management Board seeks to balance the higher returns possible with higher levels of borrowed funds and the advantages
and security afforded by a sound capital position.

There were no changes in the Company’s approach to capital management over the year.
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Set out in the following table is the ratio of equity to interest-bearing liabilities as of 31 December:

in BGN'000 2025
Interest-bearing bank loans 14,021
Loans and deposits from related parties 17,752
Lease liabilities 579
Total interest-bearing liabilities: 32,352
Total equity 284,295
Equity / Interest-bearing liabilities ratio 8.79

e. Changes in liabilities arising from financing activities

2024
16,292
7,650
639
24,581

281,640

11.46

The following table summarises changes in liabilities arising from financing activities, including cash flow and non-cash
changes, and contains a reconciliation between opening and closing balances in the statement of financial position of

liabilities arising from financing activities.

Changes in liabilities arising from financing activities in 2025

Dividends
Accruals under accrued
in BGN'000 01.01.2025 the effective Others
Cash Cash interest rate
inflows outflows method
Interest-bearing bank loans 16,299 1,648 (4,137) 216 -
Lease liabilities 639 - (91) 17 - 14
Loans and deposits from 7,662 11,187 (365) 241 - (916)
related parties
I°ta' liabilties from 24600 12835  (4593) 474 - (902)
inancing activities

Changes in liabilities arising from financing activities in 2024

Dividends

Accruals under accrued
in BGN'000 01.01.2024 the effective Others
Cash Cash interest rate
inflows outflows method

Interest-bearing bank loans 18,109 1,457 (3,520) 253 -
Lease liabilities 694 - (89) 18 -
Loans and er08|ts from 994 8300 (49) 67 ) (950)
related parties
Total liabilities from 19,097 9757 (3658) 338 ) (934)

financing activities
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26. FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of the Company’'s financial instruments approximates their carrying amount due to the following
circumstances:

e |oans to related parties — the interest rates thereon are subject to review at least once a year depending on the
current interest rate levels;

e Debt instruments at fair value (US government securities) — as of the date of the financial statements, these

financial assets have been revalued at fair value, reflecting the change in the market interest rates;

Trade and other receivables and payables — these are short-term;

Cash and cash equivalents — the exposures thereon are on demand or deposits;

Lease liabilities — these are subject to review in accordance with the contractual terms and conditions;

Bank loans obtained — the interest rates thereon are subject to periodic reviews in accordance with the contractual

terms and conditions;

e |oans from related parties — their interest rates are reviewed at least once a year, depending on the current market
interest rates;

e Deposits from related parties — interest rates on these deposits are reconsidered at least once a year, depending
on the current market interest rates.

27. EVENTS AFTER THE REPORTING DATE

Pursuant to the Law on the Introduction of the Euro in the Republic of Bulgaria (LIEB), effective 1 January 2026, the euro
becomes the official currency and legal tender in the Republic of Bulgaria. The official fixed exchange rate is set at BGN
1.95583 per EUR 1. Effective as of the same date, the par value of one share of Industrial Holding Bulgaria PLC's capital
changes to 0.57 EUR, and the total amount of the share capital amounts to EUR 49,372 thousand.

The introduction of the euro represents a change in the Company’s functional currency. This change will be accounted for
prospectively and does not constitute a post-reporting period event requiring an adjustment to the separate financial
statements for the year ending 31 December 2025. Management does not expect material effects from the translation of
the opening balances as of 1 January 2026 into EUR, nor from the change in functional currency.

Since late February 2026, tensions in the Middle East have been escalating, heightening uncertainty in the region. These
developments are affecting international markets and contributing to heightened volatility in energy prices. As of the date
of preparation of these financial statements, no direct adverse effects on the operations of the Company and its
subsidiaries (including shipping companies) have been identified. Management continues to closely monitor the situation
and its potential impact on the economic environment.

There have been no other material events after 31 December 2025 that require further adjustments and/or disclosures in
the individual financial statements of Industrial Holding Bulgaria PLC for 2025.
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COMPLY OR EXPLAIN REPORT UNDER THE NATIONAL CORPORATE
GOVERNANCE CODE

In October 2007, a National Corporate Governance Code was issued by BSE-Sofia. On 26 October 2007, IHB accepted the
National Corporate Governance Code and conducted its activities in compliance with its provisions.

Compliance with the Code is based on the principle of “comply or explain,” which means that the recommendations of the
Code shall be complied with, and if there is any deviation or violation thereof, corporate bodies must explain the reasons
for non-compliance.

This report contains information on the implementation of the recommendations of the Corporate Governance Code of
IHB.

The actions of management and employees of IHB are directed towards implementing good corporate governance
principles, improving shareholder, investor, and stakeholder confidence in IHB's management and operations, and
encouraging the successful operations of IHB.

1. CORPORATE GOVERNANCE BODIES
IHB has a two-tier governance system. Therefore, the recommendations of the Code concerning one-tier systems are not
relevant to IHB, and thus, they have been excluded from this document.

Two-tier system of governance

The Supervisory Board and the Management Board act jointly in the best interests of shareholders and respect stakeholder
opinions.

1.1. MANAGEMENT BOARD

a. Functions and obligations

The Management Board should manage the company in accordance with the established company goals and strategies in
the best interest of all shareholders.

— IHB applies this practice. In its governance activities, the Management Board is guided by the company's adopted goals
and strategies and aims to protect shareholders’ interests.

The Management Board should monitor the company's performance and initiate changes to the management of its activities
when necessary.

— IHB applies this practice.

The Management Board should treat all shareholders equally, act in their best interests, and act diligently.

— IHB applies this practice.

The members of the Management Board should base their actions on shared principles of integrity and managerial and
professional competence. Board members are expected to understand the impact of climate change on the company's
development and to be committed to promoting the company's sustainability and climate change priorities. Acquiring and
building on this knowledge should be their ongoing commitment. The Management Board adopts and complies with a Code
of Ethics and relevant internal acts related to the company's sustainable development.

— IHB applies this practice. The Company has an approved Code of Ethics of Industrial Holding Bulgaria PLC and its
subsidiaries. The members of the Management Board are committed to implementing sustainable development
principles by monitoring, learning and continuously informing themselves on sustainability and climate change matters,
including implementing international best practices applicable to both the Company and its subsidiaries. They are also
actively involved in the operational management of sustainability reporting projects.

The Management Board, while carrying out its functions, shall strive to achieve the Sustainable Development Goals. It
develops and implements a stakeholder engagement policy approved by the Supervisory Board.

— IHB strives to implement the principles of sustainable development, but currently has no written stakeholder
engagement policy.
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The Management Board ensures and controls the development and proper functioning of a corporate risk management
system, including cyber risks, climate risks, value chain risks, as well as an internal control and internal audit system, while
informing the Supervisory Board about its actions in a timely manner.

— IHB applies this practice partially. IHB implements a risk management system that is refined in line with the dynamic
changes in the business and financial environment in which the Group companies operate. Management bodies of IHB
and its subsidiaries periodically assess the risks faced by the businesses they manage and discuss specific measures
to address them. The Management Board informs the Supervisory Board at joint meetings and/or by submitting IHB
activity reports prepared on a consolidated and non-consolidated basis, six-monthly and annually, as well as quarterly
public notifications on the financial position. IHB has an established internal control system that is updated to reflect
legislation requirements and good practices. The Audit Committee conducts reviews of the internal control system. The
Company has a separate internal control unit that conducts current and periodic reviews of IHB's and each Group
company's systems and processes. Once a year, at a meeting of the Supervisory Board, the Management Board of the
company presents all gaps within the internal control system that have been identified and reported to the Management
Board by the Internal Control unit. Following the Supervisory Board's decision, specific actions are being taken to improve
the system. For 2025, information was discussed at the Supervisory Board meeting held on 17 December 2025. In a
dynamic environment, attention is directed to emerging risks, including those related to cybersecurity, climate factors,
and the value chain.

The Management Board encourages the implementation of and ensures subsidiaries' compliance with the sustainability
principles adopted at the Group level, where applicable.

— IHB applies this practice. IHB requires subsidiaries to report annually on the environmental impact assessment and the
measures taken to avoid violations of regulatory provisions and to promote good practices that reduce adverse
environmental impacts. Many employee satisfaction and ecological matters are covered by the Code of Ethics adopted
by IHB and its subsidiaries, as well as the established Diversity Policy. Information is also presented annually, on a
consolidated level, in the non-financial statement that forms part of the Company's consolidated financial statements.

The Management Board must establish and control the integrated functioning of the company's financial and accounting
systems in accordance with directions set by the Supervisory Board.

— IHB applies this practice. IHB implements a financial information system that is updated in line with the Group's needs
and legislative requirements, including International Accounting Standards. The Management Board ensures its reliable
functioning. The Audit Committee checks the system for the Supervisory Board.

The Management Board should coordinate with the Supervisory Board its work on the company's strategies and business
plan, carry out material transactions, and implement any other operations and actions required by the company's by-laws.

— IHB applies this practice. The Management Board coordinated its decisions with the Supervisory Board in accordance
with the requirements of the Commercial Act, POSA and the Articles of Association of the company.

The Management Board must inform and report to the Supervisory Board on its actions. The Management Board should
provide information within the required deadlines and in the required format.

— IHB applies this practice. The Management Board informs the Supervisory Board at joint meetings and/or by submitting
IHB activity reports, which are prepared on a consolidated and non-consolidated basis - six-monthly and annually, as
well as quarterly public notifications for the financial position on a consolidated and non-consolidated basis.

b. Structure and competence

The structure and number of members of the Management Board should ensure effective company performance.

— IHB applies this practice. As of 31 December 2025, the Management Board comprises four members, including one
executive member—the Chief Executive Officer. The Management Board members possess suitable education,
managerial experience, and competence in various areas. The Company has appointed a procurator, who is also a
member of the Management Board.

Upon proposing new members of the Management Board, the principles of compliance of the candidates’ competencies with
the nature of the Company's activities should be followed.

It is advisable that the selection procedure for candidates to the Management Board is based on a comparative assessment
of each candidate's qualifications and that it includes clear, objective criteria applied non-discriminatorily throughout the
selection process to achieve gender balance on the Board of Directors. The selection procedure shall include gender-balancing
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measures that the Company will seek to apply to the members of the Management Board, and these measures shall be
published on the Company's website.

Companies that are not micro, small- and medium-sized enterprises within the meaning of Article 3(1) of Directive (EU)
2022/2381 of the European Parliament and of the Council on improving the gender balance among directors of listed
companies and on related measures are encouraged to strive to achieve representation of the under-represented sex on the
Management Board in proportion corresponding to that specified in Annex | of Directive (EU) 2022/2381 of the European
Parliament and of the Council.

Every year, the Corporate Governance Statement recommends that companies provide information on:
(1) gender representation on the Management Board, distinguishing between executive and non-executive members;

(2) the measures taken to achieve the representation above and, where applicable, with quantitative targets, to improve the
balanced representation that the Company has set itself;

(3) where the targets have not been achieved, the Company shall disclose the reasons and the measures that have been or
are to be put in place to achieve the targets.

— IHB applies this practice. The members of the Board are recognised experts with long-lasting professional experience.
When electing members of the Management Board, the Supervisory Board is guided by the principles of management
and professional competence of the individual, and by providing the opportunity for professional advancement for
company or group employees who have proven their competence. The Supervisory Board also strives to maintain gender
balance in the Management Board's composition, and IHB provides this information annually in its Corporate
Governance Statement. Currently, the Company does not have a detailed procedure for selecting candidates to become
members of the Management Board, such as may be developed should the need arise.

Responsibilities, tasks, and the duty of loyalty of members of the Management Board to the Company, as well as the criteria
and level of remuneration and the conditions for removal from the Board, should be stipulated by management contracts.

— IHB applies this practice. The relationships between the Company and a member of the Management Board are
governed by management contracts. The contract is concluded in writing on behalf of the Company by the Chairperson
of the Supervisory Board or another member of the Supervisory Board duly authorised by the Chairperson. The contract
expressly stipulates duties, remuneration, etc.

The required skills, rights, and responsibilities of the Management Board members must comply with the law and the
Company's by-laws and follow good professional standards and practice.

— IHB applies this practice.

¢. Remuneration

The amount and criteria for the remuneration of the members of the Management Board, in accordance with the law and
good corporate governance practices, should follow criteria such as:

(1) The responsibilities and contribution of each member of the Management Board to the Company's operations and
performance, including sustainability metrics; (2) The ability to attract, select and retain qualified and loyal managers; (3) The
need to have the interests of the members of the Management Board aligned with the long-term interest of the company;

— The Supervisory Board of Industrial Holding Bulgaria PLC has developed a Remuneration Policy that was approved by
the General Meeting of Shareholders. Under this policy, the members of the Management Board receive constant (fixed)
monthly remuneration to be determined by the General Meeting of Shareholders. The Supervisory Board, on a proposal
of the Management Board, may determine the payment of additional remuneration to the Executive Director of the
Company.

It is advisable that the remuneration of the members of the Management Board should comprise a fixed and a variable
component.

The structure and type of variable remuneration should be specifically defined or definable, and linked to clear, specific criteria
and indicators reflecting the Company's performance and/or achieving the targets set by the Supervisory Board. The
Remuneration Policy should link variable remuneration and performance to ex-ante performance-related criteria and include
measurable standards that emphasise the company's and its shareholders' long-term interests over short-term
considerations. Such measurable standards may, inter alia, relate to total shareholder return and appropriate sustainability
targets and metrics.
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The Company may offer the executive members of the Management Board shares, share options, and other proper financial
instruments as variable remuneration.

— According to the approved Remuneration Policy of Industrial Holding Bulgaria PLC, the members of the Management
Board receive constant (fixed) monthly remuneration to be approved by the General Meeting of Shareholders of IHB. The
members of the Management Board are not granted shares, share options, or other financial instruments.

The remuneration of the Management Board members must be disclosed in compliance with the requirements of the
regulations, the constituent and other company by-laws, and applicable laws. Shareholders should have easy access to the
adopted company policy on the determination of remuneration and tantiemmes of the Board members, as well as to
information on the annual remuneration and variable incentives received by such members.

— IHB applies this practice. The Remuneration Policy applicable to the Supervisory Board and Management Board
members of Industrial Holding Bulgaria PLC is published on the Company's website, in the Corporate Social
Responsibility / Corporate Governance sections. Information on the annual remuneration paid is disclosed in the Report
on the Implementation of the Remuneration Policy.

The members of the Management Board should avoid any real or potential conflict of interest.

— IHB applies this practice.

The procedures for avoiding and disclosing conflicts of interest should be set forth in the company's bylaws.

— IHB applies this practice. The company’s Articles of Association and the Code of Ethics of Industrial Holding Bulgaria
PLC and its subsidiaries contain provisions on avoiding and disclosing conflicts of interest, as well as actions to be
undertaken in the event of any conflict of interest involving members of the Management Board and the Supervisory
Board.

The members of the Management Board should immediately disclose any conflicts of interest and provide shareholders with
access to information about transactions concluded between the Company and its subsidiaries, on the one hand, and
members of the Management Board or any of their related parties, on the other hand.

— |HB applies this practice.

The Management and the Supervisory Boards shall ensure that all related party transactions are approved and carried out in
a manner that effectively manages conflicts of interest and protects the interests of the company and its shareholders. For
this purpose, the company should have a system to avoid conflicts of interest in transactions with persons related to the
company or its management, and to disclose such conflicts when they arise.

— IHB applies this practice. IHB's Articles of Association require the members of the Management Board to avoid conflicts
of interest and specify the action to be taken in the event of a conflict of interest.

Each conflict of interest should be reported to the Supervisory Board. The members of the Management Board should inform
the Supervisory Board of any direct, indirect or third-party-related material interest in any transaction or matter which could
directly impact the Company.

— IHB applies this practice.
1.2. SUPERVISORY BOARD
a. Functions and obligations

The Supervisory Board shall appoint the company's Management Board, provide it with strategic guidance, and oversee
its activities by observing the segregation of functions within a two-tier governance system.

— IHB applies this practice.

The Supervisory Board shall provide guidance to the Management Board in defining the company's goals, strategies,
and the interests of its shareholders and stakeholders, including in the context of sustainable development, and shall
oversee their implementation. It is advisable to establish the goals and strategies in line with the company's economic,
social, and ecological priorities.

— IHB applies this practice

Industrial Holding Bulgaria | Annual Report 2025 79



MANAGEMENT REPORT ANNUAL FINANCIAL STATEMENTS OTHER DISCLOSURES

COMPLY OR EXPLAIN REPORT

The Supervisory Board shall provide adequate guidance to the Management Board on the effective development and
implementation of the Company's risk management system, including its corporate risk management system, covering
cyber risks, climate risks, and value chain risks, as well as on internal control, internal audit, and financial information
systems and their proper functioning.

— IHB applies this practice. The Supervisory Board holds meetings, including joint meetings with the Management Board,
at which it appoints, provides guidance, and supervises the Management Board.

The Supervisory Board shall ensure that the Company complies with the law and the rules set forth in the Company's
bylaws.

— IHB applies this practice. An Audit Committee has been functioning for the Supervisory Board, whose members are
approved by the GMS. The main functions of the AC are to monitor financial reporting processes, the effectiveness of
internal audit risk systems and management systems, and the independent financial audit of the Company.

In carrying out its tasks, the Supervisory Board should establish an effective information exchange system with the
Management Board.

— IHB applies this practice. The Supervisory Board regularly exchanges information with the Management Board and, at
meetings held jointly with the Management Board, receives information, provides guidance, and monitors the
Management Board. According to the company's Articles of Association, the Management Board reports to the
Supervisory Board at least once every three months on its activities. The Supervisory Board has the right to request that
the Management Board submit data or a report on any matter concerning the company at any time.

It is advisable that the Supervisory Board evaluate the performance of the Management Board as a whole and the work
of each member at least once per year.

— IHB could apply this practice at its discretion in the future.

The Supervisory Board should treat all shareholders equally and act diligently in their best interest.

— IHB applies this practice.

While performing their duties, the members of the Supervisory Board should have access to all the necessary
information about the company's activities.

— IHB applies this practice.
b. Appointment and dismissal of the Management Board Members

The Supervisory Board should appoint and remove the members of the Management Board in compliance with the
legal requirements, the company's by-laws and in accordance with the best corporate governance standards, while
respecting the principles of continuity and sustainability of the Management Board's work.

— IHB applies this practice. New members of the Management Board are elected by the Supervisory Board. Pursuant to
the Rules of Procedure of the Management Board, existing members are removed, and new members of the
Management Board are appointed in a way that ensures continuity in the work of the Board. Pursuant to the Articles of
Association of the company, the members of the Management Board may be re-elected without limitation.

¢. Structure and competence

The members of the Supervisory Board should carry out their tasks independently and impartially in the best interest
of the company.

— IHB applies this practice. One of the three members of the Supervisory Board is an independent member, in compliance
with POSA's recommendations.

The number of members of the Supervisory Board, including the number of independent members and the proper
segregation of tasks among them, should be stipulated in the company's by-laws.

— |HB applies this practice.

The independent member should be unbiased and independent and act in the best interest of the company and all its
shareholders. Limiting the number of consecutive terms of independent Board members is advisable. The primary
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function of the independent members is to oversee the actions of the Supervisory body and to participate effectively in
its work, taking into account the shareholders’ interests and rights. The independent members should ensure
impartiality and independence in the collective body's decision-making.

— IHB applies this practice partially. The number of consecutive mandates of the independent Board member is not limited
by the Articles of Association of the company.

The members of the Supervisory Board should have appropriate knowledge and experience required to hold such
positions. At least one of the members should have financial competences. In addition, the Supervisory Board members
shall be informed of new corporate governance and sustainable development trends.

— IHB applies this practice. The members of the Supervisory Board possess suitable education, management experience
and competences in various areas, thus improving the ability of the Supervisory Board, as a body, to exercise effective
control over the company'’s governance. One of the members has education in finance and all members have financial
literacy and experience as may be appropriate for the performance of their management functions.

After their election, the new members of the Supervisory Board have to be familiarised with the basic legal and financial
issues related to their task and the company's activities. Continued professional training of members of the Supervisory
Board should be their constant priority. The members of the Supervisory Board are expected to know what the impact
of climate is on the company's development with a commitment to promoting the company's sustainability and climate
change priorities. Acquiring and building on this knowledge should be their ongoing commitment.

— IHB applies this practice. The current members are familiarised with and are constantly made aware of any legal and
financial issues concerning the activity of IHB, sound corporate governance principles, the impact of climate on the
company’s development, sustainability and climate change matters, including their training in this regard is encouraged
and financed.

The members of the Supervisory Board should be able to devote sufficient time to carry out their tasks and duties. The
company's by-laws should limit the number of board positions the members of the Supervisory Board are allowed to
hold.

— IHB applies this practice. The members of the Supervisory Board are able to devote sufficient time to carry out their
functions as members of the Supervisory Board of IHB.

It is advisable that the procedures for selecting new Supervisory Board members take into account the principles of
continuity and ensure stability of the Supervisory Board's work.

It is advisable that the selection procedure for candidates for the Supervisory Board is based on a comparative
assessment of each candidate's qualifications and contains clear and objective criteria applied non-discriminatory
throughout the selection process to achieve gender balance on the Board of Directors. The selection procedure shall
include the gender balance measures that the Company will seek to apply to the members of the Supervisory Board
and shall be published on the Company's website.

Companies that are not micro, small- and medium-sized enterprises within the meaning of Article 3(7) of Directive (EU)
2022/2381 of the European Parliament and of the Council on improving the gender balance among directors of listed
companies and on related measures are encouraged to strive to achieve representation of the under-represented sex
on the Supervisory Board in proportion corresponding to that specified in Annex | of Directive (EU) 2022/23817 of the
European Parliament and of the Council.

Every year, the Corporate Governance Statement recommends that companies provide information on:
(1) gender representation on the Supervisory Board;

(2) the measures taken to achieve the representation under item 13.70 and, where applicable, with quantitative targets, to
improve the balanced representation that the Company has set itself;

(3) where the targets have not been achieved, the Company shall disclose the reasons and the measures that have been or
are to be put in place to achieve the targets.

— IHB applies this practice. The General Meeting of Shareholders elects new members of the Supervisory Board. Members
of the Supervisory Board of the company are appointed in accordance with a transparent procedure that ensures timely
and sufficient information about the personal and professional qualities of the applicants. The fact that Supervisory
Board members may be re-elected ensures the company’s effective operation and compliance with legal requirements.
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IHB strives to maintain a gender balance in the composition of the Supervisory Board, and IHB provides information on
this annually in its Corporate Governance Statement. Currently, the Company does not have a detailed procedure for
selecting candidates to serve as members of the Supervisory Board, which may be developed should the need arise.

d. Remuneration of the members of the Supervisory Board

The Supervisory Board, with the assistance of the Remuneration Committee, where one has been established, shall develop
a clear and specific remuneration policy for the members of the Management and Supervisory Boards, which shall be
approved by the GMS. The policy shall set out the principles for determining the amount and structure of remuneration. It
shall comply with regulatory requirements regarding structure and content.

— IHB applies this practice. The Company has adopted a Remuneration Policy for members of the Supervisory Board and
Management Board of Industrial Holding Bulgaria PLC.

It is advisable that the remuneration of the Supervisory Board members be based on their responsibilities and contributions.

— IHB applies this practice. Remuneration is a fixed monthly amount payable to each member of the Supervisory Board.

The structure and type of variable remuneration should be specifically determined or determinable, and linked to clear, specific
criteria and metrics in relation to the company's performance and/or the achievement of predetermined targets. The
Remuneration Policy should link variable remuneration and performance to ex-ante performance-related criteria and include
measurable standards that emphasise the company's and its shareholders' long-term interests over short-term
considerations. Such measurable standards may, inter alia, relate to total shareholder return and appropriate sustainability
targets and metrics.

— Remuneration represents a fixed monthly amount payable to each member of the Supervisory Board.

The variable remuneration of the Supervisory Board members must not include share options.

— Remuneration represents a fixed monthly amount payable to each member of the Supervisory Board.

The remuneration of the Supervisory Board members must be disclosed in compliance with the requirements of the
regulations, the constituent and other company bylaws, and applicable laws. Shareholders should have easy access to
information about the remuneration of the Supervisory Board members.

— IHB applies this practice. Information on the remuneration paid to the members of the Supervisory Board is disclosed in
the Report on the Implementation of the Remuneration Policy.

e. Confilicts of interest

The members of the Supervisory Board should avoid any real or potential conflicts of interest.

— IHB applies this practice.

The procedures for avoiding and disclosing conflicts of interest should be set forth in the company's bylaws.

— IHB applies this practice.

The members of the Supervisory Board shall establish a system to prevent conflicts of interest in transactions with persons
related to the Company or to them, and to disclose such conflicts when they arise.

— IHB applies this practice. The Articles of Association of IHB stipulate that members of the Supervisory Board should
avoid any conflicts of interest and specify the actions to be taken in the event of a conflict of interest.

f. Committees

The work of the Supervisory Board should be assisted by committees. The Supervisory Board should assess the need to
establish committees in line with the company's specific operations.

Depending on the requirements of the existing legislation and the criteria defined therein, the Supervisory Board approves the
proposal made by the Management Board to the General Meeting of Shareholders of the company to elect an audit committee
whose composition should comply with the legal requirements and the specific needs of the company.

The committees should be set up in accordance with pre-established and adopted written terms of reference that include the
scope, tasks, modalities, and reporting procedures of the committees.
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— IHB applies this practice. GMS has elected an Audit Committee to the Supervisory Board. Its members comprise the
independent member of the Supervisory Board, who has education in finance, competence, and administrative and
management experience, and two external experts for the Group, who also have suitable education and experience. The
activity of the Audit Committee is governed by its Rules of Procedure (Regulations) approved by the General Meeting of
Shareholders of the Company.

2. AUDIT AND INTERNAL CONTROL

Corporate governance bodies propose to the General Meeting of Shareholders the election of an auditor based on a written
proposal by the Audit Committee.

— IHB applies this practice. At the Regular Annual GMS of IHB, the Supervisory Board proposes to the GMS a registered
auditor on the basis of substantiated recommendations in writing of the Audit Committee of IHB.

Corporate governance bodies, assisted by the Audit Committee, should ensure compliance with applicable laws governing
independent financial audits.

— |HB applies this practice.

The principle of rotation should be applied in selecting and appointing an external auditor.

— IHB applies this practice. Every year, management reviews and discusses proposals submitted by various auditors, and
after their careful consideration, the most appropriate one is selected to be proposed to the GMS for appointment.
Auditors are elected by the GMS for each financial year, on the recommendation of the Audit Committee. Besides, IHB
ensures that the appointed audit firms comply with the principle of auditor rotation for auditors directly engaged in and
managing the audit of IHB and its group companies. The General Meeting of Shareholders held on 19 June 2025 elected
BDO AFA OOD (from 20 January 2026, BDO BULGARIA OO0D) as its registered auditor for 2025 for a subsequent year.

The Audit Committee supervises the internal audit process and monitors overall relations with the external auditor, including
the nature of the non-audit services provided by the latter.

— IHB applies this practice. IHB has a well-developed internal control system that is updated to comply with legislative
requirements and good practices. The Audit Committee conducts reviews of the internal control system. In compliance
with the provisions of the Independent Financial Audit Act (IFAA), the Audit Committee monitors the overall relations
with the external auditor.

The company should develop and implement an internal control system that also ensures the early identification of any
material risks it might face and their effective management. Such a system should also ensure the effective functioning of
information reporting and disclosure systems.

— IHB applies this practice. IHB implements a risk management system that is refined in line with the dynamic changes in
the business and financial environment in which the group companies operate. The Audit Committee conducts reviews
of the internal control system. The company has a separate internal control unit that conducts ongoing and periodic
reviews of the IHB system and processes, as well as those of each Group company. The internal audit inspections are
intended to ascertain compliance with internal rules and procedures, as well as their adequacy with respect to the
specific business environment in which the audited entity operates. Once a year, at a meeting of the Supervisory Board,
the Management Board of the company presents all gaps within the internal control system that have been identified
and reported to the Management Board by the Internal Control unit. Following the Supervisory Board's decision, if
necessary, specific actions are being taken to improve the system. For 2025, information was discussed at the
Supervisory Board meeting held on 17 December 2025.
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3. PROTECTION OF THE SHAREHOLDERS' RIGHTS

Corporate governance bodies should ensure equal treatment of all shareholders, including minority and foreign shareholders,
and should be responsible for protecting their rights and facilitating their exercise within the legal limits and in accordance
with the company’s bylaws. Corporate governance bodies should ensure that all shareholders are informed of their rights, the
company's financial results and corporate events through the disclosure system and the company's website.

— IHB applies this practice. Corporate governance bodies treat all shareholders equally. Any information considered
important to the share price is disclosed and published simultaneously at FSC and Investor.BG, BSE and the IHB website.
Moreover, information is also sent to the email addresses of all persons who have expressed their interest in the
company, in compliance with the provisions of the EU GDPR 2016/679 on the protection of personal data. Information
is published in Bulgarian and English, or delayed for a period of time relative to the English translation, when it concerns
reports that require time to be translated. Corporate governance bodies protect shareholders’ rights by adhering to the
requirements of the laws and IHB's bylaws.

3.1. GENERAL MEETING OF SHAREHOLDERS

a. All shareholders should be informed about the rules under which General Meetings shall be convened and held, including
voting procedures. Corporate governance bodies should provide sufficient and timely information concerning the date and
venue of the General meeting, as well as detailed information on the issues to be discussed and decided on at the meeting.

— IHB applies this practice. The notice calling a GMS of IHB contains all information concerning the convening of a GMS
and voting procedures. The company has adopted Rules for the organisation and holding of GMS of Industrial Holdings
Bulgaria PLC and Rules for voting at the GMS of Industrial Holding Bulgaria PLC through a proxy, both of which are
published on the company’s website. The notice calling a GMS is announced in compliance with the legal requirements
— at least 30 days prior to the GMS date, the notice is published in the Commercial Register, submitted to FSC and BSE,
and published on the company’s website.

b. It is recommended that corporate governance bodies maintain a database of contacts of their shareholders holding 5% or
more of the company’s capital, allowing direct messages to be sent to them or to a person they designate.

— IHB applies this practice. The details of persons holding 5% or more of the Company's capital are contained in the Notices
of Disclosure of Shareholdings under Article 145 of the POSA received by the Companies.

¢. During the General Meeting of Shareholders, corporate governance bodies should ensure that each shareholder is able to
express opinion and ask questions.

— IHB applies this practice. The General Meetings of Shareholders are organised and held in compliance with all provisions
of the Public Offering of Securities Act, the Commercial Act and applicable secondary legislation, in a way guaranteeing
the right of each shareholder to express opinion on the agenda items. In the talks on each agenda item, the Chairperson
of the meeting allows the shareholders to ask questions, to propose draft decisions, and to express comments.

Shareholders who have the right to vote, should have the opportunity to exercise their voting rights directly or through the use
of a proxy at the General Meeting of Shareholders and where company’s by-laws stipulate that - via mail and/or electronic
means.

— IHB applies this practice.

Corporate governance bodies should exercise effective control and ensure that necessary arrangements are made to facilitate
voting by authorised representatives (proxies) in accordance with the instructions of the shareholders and in compliance with
the law.

— IHB applies this practice.

Corporate governance bodies must establish rules for the organisation and conduct of regular and extraordinary General
Meetings of Shareholders. These rules must guarantee equal treatment of all shareholders and each shareholder's right to
express their opinion on the agenda items of the Meeting.

— IHB applies this practice. The company has adopted Rules for the organisation and holding of GMS of Industrial Holdings
Bulgaria PLC and Rules for voting at the GMS of Industrial Holding Bulgaria PLC through a proxy, both of which are
published on the company’s website.

Corporate governance bodies should establish the rules and procedures for the conduct of the General Meeting of
Shareholders in a manner which does not make the voting procedure unnecessarily difficult or expensive.
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— IHB applies this practice. GMS is organised and held in compliance with the requirements of law, good practices, and
IHB's experience. The General Meeting of Shareholders is held at the company's registered address in Sofia, at a place
convenient to the members and with good communications.

Corporate governance bodies should take action to encourage participation of all shareholders at the General Meeting,
including by allowing the use of technical means (including the Internet) whenever possible and necessary.

— IHB will begin to apply this practice at a later stage, if it considers it appropriate.

It is recommended that all members of the corporate governance bodies should attend the General Meeting of Shareholders.

— IHB applies this practice. All members of corporate governance bodies attend the General Meetings of Shareholders of
the company, except when objective reasons necessitate their absence.

d. Materials of the General Meeting of Shareholders

The wording of the materials related to the agenda of the General Meeting of Shareholders must be clear, accurate, and to
the point to avoid misleading shareholders. All proposals concerning major corporate events should be presented as separate
agenda items at the General Meeting of Shareholders, including the proposal for the distribution of dividends.

— IHB applies this practice.

The company should maintain a dedicated section on its website that explains shareholders' rights and the rules and
procedures for their participation in the General Meeting of Shareholders.

— IHB applies this practice. The IHB website contains a Corporate Social Responsibility section with a Shareholders’ Rights
subsection, and a For Investors section with a General Meeting of Shareholders subsection.

Corporate governance bodies should aid shareholders, who have the right under law, in placing additional items on the agenda
of the General Meeting and proposing additional decisions on items already on the agenda.

— IHB applies this practice. Placing additional items on the agenda is made in accordance with the provisions of Article
223a of the Commercial Act, and additional decisions on items already on the agenda are proposed in accordance with
the provisions of POSA and the Commercial Act. Each notice calling a GMS of the company contains information about
the shareholders’ rights.

Corporate governance bodies must ensure that all shareholders are informed in a timely manner of the decisions made at the
General Meeting of Shareholders.

— IHB applies this practice. Minutes of the GMS are published within the statutory deadlines at FSC, Investor.BG, BSE and
on the website of IHB.

3.2. EQUAL TREATMENT OF SHAREHOLDERS OF THE SAME CLASS

a. All shareholders of the same class should be treated equally.
— IHB applies this practice.

b. All shares of the same class should give their owners equal rights.
— IHB applies this practice.

c. Corporate governance bodies should guarantee enough information is given to the shareholders about the rights provided
by the shares they own.

— IHB applies this practice. The IHB website contains a Corporate Social Responsibility section with a Shareholders’ Rights
subsection, and a For Investors section with a General Meeting of Shareholders subsection.
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3.3. CONSULTATION BETWEEN SHAREHOLDERS ABOUT THE MAIN SHAREHOLDER RIGHTS

a. Within the limits of the applicable law and according to the company’s by-laws, the corporate governance bodies must not
hinder shareholders, including institutional investors, from consulting each other on matters related to their main shareholder
rights in a manner which does not allow misuse.

— IHB applies this practice.
3.4. CONTROLLING RIGHTS SHAREHOLDERS' TRANSACTIONS AND ABUSIVE TRANSACTIONS

a. Corporate governance bodies must not allow transactions of shareholders with controlling rights, which violate the rights
and/or legal interests of other shareholders, including when the controlling shareholder is negotiating with him/her/itself.

— IHB applies this practice.

4. DISCLOSURE OF INFORMATION RELATING TO THE SUSTAINABLE DEVELOPMENT, FINANCIAL REPORTING AND
OTHER CORPORATE INFORMATION

Corporate governance bodies must establish the company's information disclosure policy in compliance with legal
requirements and the company's bylaws. When disclosing information related to sustainable development, financial reporting,
and other corporate matters, there should be coherence among their different components.

— |HB applies this practice.

According to the established policies under item 1, the corporate governance bodies should establish and support a system
for disclosing information related to sustainable development, financial reporting, and other corporate matters.

— IHB applies this practice. The Company has appointed an Investor Relations Director, who ensures the timely disclosure
of any significant periodic and incident financial information, as well as information related to sustainable development,
corporate governance, corporate governance bodies, operating activities, and the Company’s shareholding structure, in
compliance with legal requirements.

The information disclosure system should guarantee equal access to information for addressees (shareholders, stakeholders,
and investors) and should not allow any abuse of inside information or insider trading.

— IHB applies this practice. The company’s information is published on IHB's website right after its issue, as well as in the
Investor.BG bulletin, FSC and BSE, and is emailed to investors, analysts, journalists, and other persons who have
expressed their interest to IHB in compliance with the provisions of the Personal Data Protection Regulation EU GDPR
2016/679. To prevent the abuse of inside information, the information is published as soon as possible, within the legally
established deadlines.

Corporate governance bodies should ensure that the information disclosure system provides comprehensive, timely,
accurate, and understandable information that enables objective, well-informed decision-making and assessment.

— IHB applies this practice. Information is submitted within the deadlines in compliance with legal requirements, and is
prepared in such a way as to give a true and fair view of the company’s activities, and to be fully exhaustive as regards
any data required by law.

Corporate governance bodies should promptly disclose information on the company's capital structure and agreements that
lead to effective control, in accordance with the company’s disclosure rules.

— IHB applies this practice. Information about the capital structure is disclosed in the company's annual financial
statements. Information about the persons holding more than 5% of the capital is disclosed on a quarterly basis.
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Corporate governance bodies should establish and oversee the implementation of internal rules for the preparation of interim
and annual reports and proper disclosure of information.

— IHB applies this practice. IHB provides maximum comprehensive information in its reports on the activity and presents
timely information that is sensitive to the share prices. Information is submitted within the deadlines set by the provisions
of POSA and regulations on its implementation, and is prepared in such a way as to give a true and fair view of the
company'’s activities, and to be fully exhaustive as regards any data required by law. All information is published on the
IHB website immediately upon issuance, as well as in the Investor.BG bulletin, FSC and BSE, and is emailed to investors,
analysts, journalists, and other persons who have expressed their interest to IHB in compliance with the provisions of
the Personal Data Protection Regulation EU GDPR 2016/679. To prevent any abuse of inside information, it is published
as soon as possible — within the day of gaining knowledge thereof or the following day. Usually, to ensure sufficient time
for analysis, IHB publishes sensitive information regarding the price of shares after the end of the stock exchange trading
session. The information is published in Bulgarian and English, or delayed for a period of time relative to the English
translation when it concerns reports that require time to be translated.

— The legislation regulating the activity of public companies and information disclosure is monitored constantly, and all
new requirements and good international practices are duly complied with.

Corporate governance bodies should adopt internal rules that require the timely disclosure of any significant regulated
information about the company, its management, its corporate boards, its operational activities, and its shareholder structure.

— IHB applies this practice. The company implements the Industrial Holding Bulgaria PLC policy on disclosure and
distribution of information, which has been published on IHB's website.

Where applicable, corporate governance bodies shall adopt rules requiring annual disclosure of sustainability-related
information in accordance with national law and applicable European law. In this regard, corporate governance bodies shall
include with their annual reports information on how and to what extent the company's activities qualify as environmentally
sustainable, such as: what proportion of its turnover is the result of products and services that are related to economic
activities that qualify as environmentally sustainable; what proportion of its capital expenditure, where applicable, and what
proportion of its operating expenditure is related to assets or processes associated with economic activities that qualify as
environmentally sustainable. Where corporate governance bodies prepare a separate sustainability report, this information
should be included in the report.

— IHB applies this practice.

It is advisable that the company should set up and maintain a corporate website as part of a well-functioning information
disclosure system. The content, scope and frequency of information disclosure should be approved by the management. It is
advisable that the official information posted on the website should include at minimum: (1) basic commercial and corporate
information identifying the company; (2) up-to-date information about the shareholder structure; (3) company’s by-laws and
adopted policies pertaining to the operations and functioning of the of the company; (4) information about the structure and
composition of the management and supervisory bodies of the company as well as basic information about their members,
including information about any committees; (5) financial reports covering the last ten years, (6) materials for upcoming
General Shareholders Meeting as well as any additional materials which have been submitted in compliance with the law.
Information about resolutions of the General Meetings of Shareholders of the last three years as a minimum, including
information about the dividends distributed by the company within that period; (7) information about external auditors; (8)
information about up-coming corporate events; (9) information about the shares issued and other financial instruments; (10)
any information that is material to the company's activities; (11) information about shareholders’ rights, including sufficient
information on the shareholders’ right to request the inclusion of matters and to propose resolutions on matters already
included in the agenda of the General Meeting under the provisions of Article 223 (a) of the Commercial Act; (12) contact
details of the company’s Investor Relations Director.

— IHB applies this practice. All information concerning the company and its development is published in Bulgarian and
English on the following website: www.bulgariaholding.com.

It is advisable that companies should also maintain an English version of their corporate website with identical content.

— IHB applies this practice. All information concerning the company and its development is published in Bulgarian and
English on the following website: www.bulgariaholding.com.
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The company should regularly disclose information about its corporate governance. The disclosure of corporate governance
information should be effected in line with the "comply or explain” principle. This principle requires companies to explain why
they are not complying with individual Code provisions.

— IHB applies this practice. Since 2007, the Comply or Explain Report has been prepared and presented as part of IHB's
annual report.

The corporate governance bodies provide disclosure of any material regulated information about the company, including the
impact of environmental changes on the company's operations and the footprint of the company's operations on
environmental changes, through channels that provide equal and timely access to relevant information for users.

— IHB applies this practice. Information is submitted within the deadlines set by the provisions of POSA and the regulations
implementing it. Information is published on the IHB website immediately upon issuance and in the Investor.BG bulletin
, FSC and BSE, and is emailed to investors, analysts, journalists, and other persons who have expressed their interest to
IHB in compliance with the provisions of the Personal Data Protection Regulation EU GDPR 2016/679.

5. STAKEHOLDERS. SUSTAINABLE DEVELOPMENT

Sustainable development means achieving a balance between social and environmental principles, such as socially just and
environmentally sound economic development. Its purpose is to meet the needs of the current generation without
compromising future generations' ability to meet their own needs.

Corporate management should be involved in establishing specific actions and policies for the company's sustainable
development, including the disclosure of climate-related information and social aspects of their activities.

— IHB applies this practice partially. IHB discloses climate-related information and social aspects of its operations. The
Company currently analyses the Group's climate and social footprints of its operations in accordance with the ESRS
scope and methodology. Based on the analysis, policies related to the company's sustainable development will be
developed where relevant and applicable.

Corporate governance bodies should ensure effective interaction with the company's stakeholders. This category includes
certain stakeholders and groups of individuals who are directly influenced by the company and in a position to influence it
themselves, including suppliers, employees, creditors, civil pressure groups, and others. The company should identify
stakeholders who are interested in its activities, based on their scale, sphere of influence and impact, and their role and
relationship to the company’s sustainable development.

— IHB applies this practice. The company encourages effective interaction with its stakeholders in accordance with the
principles of transparency and business ethics.

In its stakeholder policy, corporate governance bodies must comply with existing laws. The management must guarantee
respect for stakeholders'rights, as established by law or by mutual agreement with the company. Good corporate governance
practice requires consideration of stakeholders' interests regarding transparency, accountability, and business ethics.

— IHB applies this practice. Corporate governance bodies maintain effective relations with stakeholders by taking their
interests into account and, if necessary, involving them in resolving issues that require their input. This practice ensures
a balance between the company’s development and the economic, social, and environmental development of the
environment in which it operates.

Corporate governance bodies should provide stakeholders with sufficient information about their legal rights.

— IHB applies this practice.

It is advisable that corporate governance bodies establish specific rules to address stakeholders'interests. These rules should
ensure appropriate stakeholder engagement when decisions requiring their input are made.

These rules should ensure a balance between the company's development and the economic, social, and ecological
improvement of the environment in which the company operates.

— Under the Rules of Procedure of the Supervisory Board and the Rules of Procedure of the Management Board, employees
of the company or external parties, who are interested in the matters discussed at the meeting, could also be invited to
participate in the Board’s discussions, without the right to vote.

Industrial Holding Bulgaria | Annual Report 2025 88


http://investor.bg/

MANAGEMENT REPORT ANNUAL FINANCIAL STATEMENTS OTHER DISCLOSURES

COMPLY OR EXPLAIN REPORT

Corporate governance bodies should maintain effective relations with the stakeholders. The company should periodically,
and in compliance with the legal provisions and good international practices for non-financial information disclosure, inform
stakeholders about economic, social and environmental issues of concern to stakeholders, for example, anti-corruption
policies; labour policies; policies regulating supplier and client relations; the company's corporate and social responsibility
policies; environmental protection and nature preservation policies.

— IHB applies this practice. In compliance with legal provisions and good international practices regarding non-financial
information disclosure, the company provides information on economic, social, and ecological issues relevant to
stakeholders in its Corporate Social Responsibility section on its website. Such information is also published in
prospectuses for public offerings of securities when IHB issues them. A Non-financial declaration is prepared as an
integral part of the Management Report to the Annual consolidated financial statements of the Company, which contains
detailed information on these matters.

Corporate governance bodies ensure stakeholders have prompt and regular access to relevant, sufficient, and reliable
information about the company when stakeholders participate in the corporate governance process.

— IHB applies this practice. The company maintains effective relations with its stakeholders by providing information on

its activities and up-to-date financial data in accordance with legal requirements, with the aim of supporting their correct
orientation and decision-making.

Daneta Zheleva

Chief Executive Officer
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REPORT ON THE IMPLEMENTATION OF THE REMUNERATION POLICY FOR THE
SUPERVISORY AND MANAGEMENT BOARD MEMBERS

This report has been prepared pursuant to Article 12 of Ordinance N2 48 of the Financial Supervision Commission on the
requirements for remuneration (Ordinance 48) and Article 2, Paragraph 3-5 of the Remuneration Policy for the Supervisory
Board and Management Board members of Industrial Holding Bulgaria PLC.

This report reflects the actual implementation in 2025 of the criteria for the formation of the remuneration of the
Supervisory Board and Management Board members of the company.

Information on the decision-making process in determining the remuneration policy, including, if applicable,
information on the mandate and composition of the remuneration committee, the names of external consultants
whose services have been used in determining the remuneration policy;

The remuneration policy of Industrial Holding Bulgaria PLC was elaborated and adopted by the Company's Supervisory
Board and approved by the General Meeting of Shareholders. The remuneration policy was reconsidered at the regular
General Meeting of Shareholders held in 2025, and no amendments or supplementations to it were adopted. External
advisors were not involved in its development. Considering its internal organisation, Industrial Holding Bulgaria PLC has
not formed a remuneration committee.

Information on the relative weight of variable and fixed remuneration of the members of management and supervisory
bodies;

The Supervisory Board and Management Board members receive fixed remuneration.

Information on the performance criteria, based on which stock options, company shares or other variable compensation
are granted, and an explanation of how the criteria of Article 14, Paragraph 2 and 3 of Ordinance 48 contribute to the long-
term interests of the company;

The Supervisory Board and Management Board members are not granted stock options or company shares; therefore, no
such criteria have been developed.

Explanation of the methods applied to assess whether the performance criteria are met; clarification on the relationship
between pay and performance.

The Supervisory Board and Management Board members receive fixed remuneration, the amount of which is not
immediately and directly tied to their performance.

Basic payments and annual payout of bonuses and/or any other additional non-cash compensation;

In addition to the regular remuneration, the company does not have a scheme for the payment of bonuses and/or other
non-cash benefits.

Description of the main characteristics of the supplementary voluntary pension insurance and information on
contributions paid and / or payable by the company in favour of the relevant member of a management or control body
for the relevant financial year, if applicable;

The company does not pay for its account contributions to supplementary voluntary pension insurance for Supervisory
Board and Management Board members.

Information on the periods of delayed payment of variable remuneration;

The Supervisory Board and Management Board members receive fixed remuneration.

Information on the severance payment policy;,

The contracts of the Supervisory Board and Management Board members do not include a severance package.

Information on the period during which the shares cannot be transferred, and stock options cannot be exercised at variable
share-based remuneration;

As the Company does not provide stock options or company shares to the Supervisory Board and Management Board
members, no information on the period during which the shares cannot be transferred, or the share options cannot be
exercised, is provided.
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Information on the policy to retain a certain number of shares until the end of the mandate of the Supervisory Board and
Management Board members;

The Company has not pursued a policy to maintain a certain number of shares until the end of the mandate of members
of the Supervisory Board and Management Board after a certain period.

Full amount of the remuneration and other incentives to the Supervisory Board and Management Board members for
the respective financial year

Amount of the remuneration of the members of the Management and Supervisory Boards:

The remuneration received by the Supervisory Board and Management Board members of Industrial Holding Bulgaria PLC
in the fiscal year 2025 totals BGN 252,234,

Amount of the other incentives to the members of the Management and Supervisory Boards for 2025:

Income in kind related to the use of motor vehicles - the Chief Executive Officer of the Company uses a company car and
in compliance with the provision of Article 215a, Paragraph 2, item 2 of the Corporate Income Tax Act (CITA), the Company
taxes 50/100 of all expenses on the vehicle, including tax depreciation of the vehicle in accordance with Article 204,
Paragraph 1, item 4 of CITA, as income in kind. The amount of the benefits thus determined and taxed for 2025 amounts
to BGN 18,319.50.

Information on the contracts of the Supervisory Board and Management Board members

a. Konstantin Zografov — member of the Supervisory Board

— Contract duration - until the mandate expires;

— Period of notice for termination of the contract — termination of the contract under Article 242, Paragraph 6 of
the Commercial Act, without notice;

— Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

— Full amount of the remuneration paid in the fiscal 2025 — remuneration paid of BGN 14,400;

— Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 - BGN 30,916 and food vouchers of BGN 1,200;

— Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them - none.

— All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

— Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none,

— Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

— Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.
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b. Snezhana Hristova — member of the Supervisory Board

¢. DZHAD

Contract duration - until the mandate expires;

Period of notice for termination of the contract — termination of the contract under Article 242, Paragraph 6 of
the Commercial Act, without notice;

Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

Full amount of the remuneration paid in the fiscal 2025 — remuneration paid of BGN 14,400;

Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 - none;

Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none;

All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract - annual remuneration of BGN 7,200 as a member of the Audit Committee of the
Company;

Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none;

Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.

— member of the Supervisory Board

Contract duration - until the mandate expires;

Period of notice for termination of the contract — termination of the contract under Article 242, Paragraph 6 of
the Commercial Act, without notice;

Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

Full amount of the remuneration paid in the fiscal 2025 — remuneration paid of BGN 14,400;

Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 — none;

Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none;

All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none,

Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.
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d. Daneta Zheleva — member of the Management Board and Chief Executive Officer.

— Contract duration - until the mandate expires;

— Period of notice for termination of the contract — termination of the management contract, without notice;
termination of the representation contract as a Chief Executive Officer — six-month’s notice.

— Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

— Full amount of the remuneration paid in the fiscal 2025 —(1) Remuneration paid of BGN 66,360; (2) Income in
kind related to the use of a motor vehicle - the Chief Executive Officer of the Company uses a company car
and in compliance with the provision of Article 215a, Paragraph 2, item 2 of the Corporate Income Tax Act
(CITA), the Company taxes 50/100 of all expenses on the vehicle, including tax depreciation of the vehicle in
accordance with Article 204, Paragraph 1, item 4 of CITA, as income in kind. The amount of the benefits thus
determined and taxed amounts to BGN 18,319.50 for 2025.

— Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 — BGN 515,892 and food vouchers in the amount of BGN 2,400.

— Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none,

— All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

— Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none;

— Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

— Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.

e. Galina Deneva — member of the Management Board and Procurator

— Contract duration - until the mandate expires;

— Period of notice for termination of the contract — termination of the management contract, without notice;

— Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

— Full amount of the remuneration paid in the fiscal 2025 - (1) remuneration paid of BGN 106,674; (2) food
vouchers of BGN 2,400;

— Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 — BGN 20,400;

— Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none;

— All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

— Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none,

— Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

— Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.
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f. Borislav Gavrilov — member of the Management Board

— Contract duration - until the mandate expires;

— Period of notice for termination of the contract — termination of the management contract, without notice;

— Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

— Full amount of the remuneration paid in the fiscal 2025 — remuneration paid of BGN 14,400;

— Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 — none,

— Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none,

— All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

— Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none;

— Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

— Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.

g. Vasil Tsanev — member of the Management Board

— Contract duration - until the mandate expires;

— Period of notice for termination of the contract — termination of the management contract, without notice;

— Details on compensation and / or other payments due in the event of early termination - no such benefits and/or
other payments are envisaged;

— Full amount of the remuneration paid in the fiscal 2025 — remuneration paid of BGN 14,400.

— Remuneration and other tangible and intangible incentives received by the person from companies in the same
economic group in the fiscal 2025 — BGN 173,469 and food vouchers of BGN 2,400.

— Remuneration derived by the person in the form of profit-sharing and/or bonuses and the reasons for granting
them — none;,

— All additional payments for services provided by the person outside the normal functions when such payments
are allowed in the contract — none;

— Compensation paid and/or accrued in connection with termination of the mandate during the last financial year
- none;

— Total assessment of all non-cash benefits equalised to remuneration, other than the above — none;

— Information on all loans, welfare payments and guarantees granted by the Company or its subsidiaries or other
companies that are subject to consolidation in its annual financial report, including data on the outstanding
balance and interest - Industrial Holding Bulgaria PLC, its subsidiaries and other companies that are subject to
consolidation in the financial statements of the Industrial Holding Bulgaria PLC have not provided personal
loans, nor did paid welfare costs or issued guarantees, therefore information on the unpaid portion of such
obligations is not applicable.
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Information on shares and / or stock options and / or other share-based incentive schemes

The Supervisory and Management Board members of the Company do not receive shares and / or stock options and / or
other share-based incentive schemes.

Annual changes in remuneration, the company's results, and the average full-time remuneration of the company's
employees who have not been directors for at least the previous five financial years are presented together in a way
that allows comparison.

Information under Article 13, item 16, of Ordinance 48 is presented in the following chart for comparison. The annual
change of the remuneration of the members of the MB and SB of IHB AD, the results of the Company on an individual
basis (EBITDA is chosen as a proper indicator) and the average remuneration amount (ARA) based on full-time employees
of the Company who are not directors in the previous five financial years. The annual change for each of the three
indicators is defined as the percentage change from the previous year's level.

Annual change of the remuneration of the members of the MB and SB, the results of the Company (EBITDA) and the
average remuneration amount (ARA) based on full-time employees of the Company who are not directors

Annual change of the remuneration of the members of the MB and SB, the results of
the Company (EBITDA) and the average remuneration amount (ARA) based on full-
time employees of the Company who are not directors
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Information on exercising the possibility to request a refund of a variable remuneration
The members of the Supervisory Board and the Management Board of the Company receive only fixed remuneration.

Information on all deviations from the procedure for implementation of the remuneration policy in connection with
extraordinary circumstances as stipulated in Article 11, Paragraph 13, including an explanation of the nature of the
extraordinary circumstances and an indication of the specific components that have not been applied.

In 2025, the Remuneration Policy of Industrial Holding Bulgaria PLC was fully implemented. There are no extraordinary
circumstances requiring the omission of parts of the Policy.

Program on the implementation of the remuneration policy of Industrial Holding Bulgaria PLC by the end of 2026

In 2026, the company does not foresee any changes to the rules governing the remuneration of the Supervisory Board
and Management Board members of Industrial Holding Bulgaria PLC. In 2026, the company considers paying only
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Key audit matter

How this key audit matter was addressed in our
audit

regarding various events, interrelations, and
trends in the maritime transport sector. These
estimates are characterized by significant degree
of inherent uncertainty arising from the use of
various forecasts and multiple assumptions,
sensitive to a quick and abrupt change in certain
factors, such as: components and volumes of
estimated future cash flows from ship operation,
and discount rate. In addition, the Company
performs monitoring, analyses and assessments of
various ongoing and changing circumstances with
a focus on the availability, significance and
perspectives for impact thereof on receivables
from and investments in its subsidiaries in this
sector, which circumstances arising from
different observed or newly emerged geopolitical,
social and economic events, and the need to
consider them in the assumptions, judgements,
parameters and expected cash flows of the
impairment test models.

Due to the significance of the overall exposure
(net investment) of the Company in subsidiaries in
the maritime transport sector, comprising
investments in shares and loans granted, for the
Company’s separate financial statements as a
whole, as well as due to the inherent high
uncertainty of the assumptions and judgements,
and the complexity of the impairment tests
related to estimating the recoverable amount of
investments, we have determined this matter to
be a key audit matter.

o analysis of the reasonableness of the results
for the recoverable amount of the respective
CGUs in the context of our understanding of
the development in this sector and the
Company’s management’s forecasts.
Moreover, we also tested the mathematical
accuracy of the formulas used in the model
for recoverable amount calculation and the
comparability thereof with the carrying
amount of the Company’s overall exposure in
regard to the respective subsidiary from this
sector. Analysis and monitoring of the result
from the comparison of the recoverable
amount and carrying amount of the
respective exposures in comparison to the
indicators presented in the separate financial
statements and the information disclosed.

o analysis and testing the sensitivity of the
recoverable amount of the respective CGUs
to changes in the key assumptions.

e Assessment, with the support of the audit team’s
experts, of the relevance of the Company’s
analysis of the existence of an impact and the
potential amount of effects of continuing
regional and global events in the world on the
collection of its receivables and on the return
from and investments in subsidiaries, and of all
aspects in the process of determining the
recoverable amount of respective CGUs.

e Review and assessment of the adequacy,
completeness and relevance of disclosures in the
separate financial statements regarding the
results of tests for impairment of the overall
exposure (net investment) of the Company in
subsidiaries in the maritime transport sector,
comprising investments and loans granted.
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Emphasis of Matter

We draw attention to the disclosure of Note 2.1 to the separate financial statements for 2025, that as
at the date of their issuance, the Company’s consolidated financial statements for the same period
have not yet been issued. The management plans to issue the consolidated financial statements within
the statutory set deadlines. Our opinion is not qualified in respect of this matter.

Information Other than the Separate Financial Statements and Auditor’'s Report Thereon

The Company’s Management Board (“management”) is responsible for the other information. The other
information, which we have obtained prior the date of our auditor's report, comprises the management
report, including the corporate governance statement and report on implementation of the
remuneration policy, prepared by management in accordance with Chapter Seven of the Accountancy
Act, but does not include the separate financial statements and our auditor's report thereon.

Our opinion on the separate financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon, unless and to the extent explicitly specified in our
report and to the extent indicated.

In connection with our audit of the separate financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the separate financial statements, or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact.

We have nothing to report with respect to this matter.

Responsibilities of Management and Those Charged with Governance for the Separate Financial
Statements

Management is responsible for the preparation and fair presentation of the separate financial
statements in accordance with IFRS Accounting Standards as adopted by the EU, and for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the separate financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Company
or to cease Company’s operations, or has no realistic alternative but to do so.

The Company’s Supervisory Board and the Audit Committee (“those charged with governance) are
responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with International Standards on Auditing (ISAs) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

— ldentify and assess the risks of material misstatement of the separate financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

— Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

— Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’'s report. However, future events or conditions may cause the Companyto
cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable, the
actions taken to eliminate the threats or the safeguards applied.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ report unless law or
regulation precludes public disclosure of information about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on Other Legal and Regulatory Requirements

Additional Matters to be Reported under the Accountancy Act and the Public Offering of Securities
Act

In addition to our responsibilities and reporting in accordance with ISAs, described above in the
Information Other than the Separate Financial Statements and Auditor's Report Thereon section, in
relation to the management report and the corporate governance statement, and the report on
implementation of the remuneration policy, we have also performed the procedures added to those
required under ISAs in accordance with the “Guidelines Regarding New Extended Reports and
Communication by the Auditor” of the professional organisation of Registered Auditors in Bulgaria -
Institute of Certified Public Accountants (ICPA). These procedures refer to testing the existence as well
as the form and content of this other information to assist us in forming an opinion about whether the
other information includes the disclosures and reporting provided for in Chapter Seven of the
Accountancy Act and in the Public Offering of Securities Act (Art. 100m, paragraph 10 of the POSA in
conjunction with Art. 100m, paragraph 8(3) and (4) of the POSA, as well as Art. 100m, paragraph15 of
POSA, in conjunction with Art. 116c, paragraph 1 of POSA) applicable in Bulgaria.

Opinion in connection with Art. 37, paragraph 6 of the Accountancy Act
Based on the procedures performed, our opinion is that:

A) The information included in the management report referring to the financial year for which the
separate financial statements have been prepared is consistent with the separate financial
statements.

B) The management report has been prepared in accordance with the requirements of Chapter Seven
of the Accountancy Act and of Art. 100(m), paragraph 7 of the Public Offering of Securities Act.

C) The corporate governance statement referring to the financial year for which the separate financial
statements have been prepared presents the information required under Chapter Seven of the
Accountancy Act and Art. 100 (m), paragraph 8 of the Public Offering of Securities Act.

o)
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D) The report on implementation of the remuneration policy referring to the financial year for which
the separate financial statements have been prepared presents the information required according
to the provision of Art. 116c, paragraph 1 of the Public Offering of Securities Act.

Opinion in connection with Art. 100(m), paragraph 10 in conjunction with Art. 100(m), paragraph 8(3)
and (4) of the Public Offering of Securities Act

Based on the procedures performed and the knowledge and understanding obtained about the
Company's activities and the environment in which it operates, in our opinion, the description of the
main characteristics of Company's internal control and risk management systems relevant to the
financial reporting process, which is part of the management report (as a component of the corporate
governance statement) and the information under Art. 10 paragraph 1(c), (d), (f), (h) and (i) of
Directive 2004/25/EC of the European Parliament and of the Council of 21 April 2004 on Takeover Bids,
do not contain any material misrepresentations.

Additional Reporting on the Audit of the Financial Statements in connection with
Art. 100(m), paragraph 4(3) of the Public Offering of Securities Act

Statement in connection with Art. 100(m), paragraph 4(3)(b) of the Public Offering of Securities Act

The information about related party transactions is disclosed in Note 22 to the separate financial
statements. Based on the audit procedures performed by us on related party transactions as part of
our audit of the financial statements as a whole, no facts, circumstances or other information have
come to our attention based on which to conclude that the related party transactions have not been
disclosed in the accompanying financial statements for the year ended 31 December 2025, in all
material respects, in accordance with the requirements of IAS 24 Related Party Disclosures. The results
of our audit procedures on related party transactions were addressed by us in the context of forming
our opinion on the financial statements as a whole and not for the purpose of expressing a separate
opinion on related party.

Statement in connection with Art. 100(m), paragraph 4(3)(c) of the Public Offering of Securities Act

Our responsibilities for the audit of the financial statements as a whole, described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report include an evaluation
as to whether the financial statements present the significant transactions and events in a manner that
achieves true and fair presentation. Based on the audit procedures performed by us on the significant
transactions underlying the financial statements for the year ended 31 December 2025, no
circumstances or other information have come to our attention based on which to conclude that there
are material misrepresentations and disclosures in accordance with the relevant requirements of IFRS
Accounting Standards as adopted by the EU. The results of our audit procedures on Company’s
transactions and events significant for the financial statements were addressed by us in the context of
forming our opinion on the financial statements as a whole not for the purpose of expressing a separate
opinion on those significant transactions.
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Reporting on compliance of the electronic format of the separate financial statements, included
in the included in the annual separate financial activity report under Art. 100(m), Para 4 of POSA
with the requirements of the ESEF Regulation

In addition to our responsibilities and reporting in accordance with ISAs, described above in the
Information Other than the Financial Statements and Auditor’s Report Thereon section, we performed
the procedures in accordance with “Instructions on expressing an auditor’s opinion in relation to the
application of the European Single Electronic Format (ESEF) for the financial statements of entities
whose securities are admitted for trading on a regulated market in the European Union” of the
professional organisation of certified public accountants and registered auditors in Bulgaria, i.e. the
Institute of Certified Public Accountants (ICPA). These procedures relate to a check of the format and
whether the human-readable portion of this electronic format corresponds to the audited separate
financial statements, as well as expressing an opinion regarding the compliance of the electronic format
of the separate financial statements of the Company for the year ended 31 December 2025, attached
in the electronic file 549300FB8MDVUGQ9UO094-20251231-BG-SEP.xhtml, with the requirements of
Commission Delegated Regulation (EU) 2018/815 of 17 December 2018 supplementing Directive
2004/109/EC of the European Parliament and of the Council with regard to regulatory technical
standards on the specification of a single electronic reporting format (ESEF Regulation). Based on these
requirements, the electronic format of the separate financial statements, included in the annual
separate financial activity report under Art. 100(m), Para 4 of POSA, should be presented in XHTML
format.

The Company’s management is responsible for applying the requirements of the ESEF Regulation upon
preparing the electronic format of the financial statements in XHTML.

Our opinion is only with respect to the electronic format of the separate financial statements attached
in the electronic file 549300FBBMDVUGQIU094-20251231-BG-SEP.xhtml and does not cover the other
information included in the annual financial management activity report under Art. 100(m), Para 4 of
POSA.

Based on the procedures performed, it is our opinion that the electronic format of the separate
financial statements of the Company for the year ended 31 December 2025, contained in the attached
electronic file 549300FB8MDVUGQ9U094-20251231-BG-SEP.xhtml, has been prepared in all material
respects in compliance with the ESEF Regulation.

Reporting in accordance with Art. 10 of Regulation (EU) No 537/2014 in connection with the
requirements of Art. 59 of the Independent Financial Audit and Assurance of Sustainability
Reporting Act

In accordance with the requirements of the Independent Financial Audit and Assurance of Sustainability
Reporting Act in connection with Art. 10 of Regulation (EU) No 537/2014, we hereby additionally report
the information stated below.
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— BDO BULGARIA 00D was appointed as a statutory auditor of the separate financial statements of
Industrial Holding Bulgaria AD (the “Company”) for the year ended 31 December 2025 by the
General Meeting of Shareholders held on 19 June 2025, for a period of one year.

— The audit of the separate financial statements for the year ended 31 December 2025 represents a
seventh total uninterrupted statutory audit engagement for that entity carried out by us.

— We hereby confirm that the audit opinion expressed by us is consistent with the additional report
dated provided to the audit committee of the Company, in compliance with the requirements of
Art. 60 of the Independent Financial Audit and Assurance of Sustainability Reporting Act.

— We hereby confirm that no prohibited non-audit services referred to in Art. 64 of the Independent
Financial Audit and Assurance of Sustainability Reporting Act were provided.

— We hereby confirm that in conducting the audit we have remained independent of the Company.
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Audit Firm, Reg. No 015

Renny Georgieva lordanova
General Manager
Legal Representative

Registered Auditor in Charge of the Au_c"lit

25 March 2026
38, Oborishte Street
1504-Sofia, Bulgaria

This is a translation from Bulgarian of the Independent Auditor's Report on the Separate Financial
Statements of Industrial Holding Bulgaria AD for the year ended 31 December 2025.






