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Business and corporate information

TBI Bank EAD (the Bank), with UIC 131134023, is
a member of 4Finance Group, which as at 31
December 2025 holds 100% (81,600,000 shares) of
the Bank's capital through TBI Financial Services
B.V,

TBI Bank EAD, together with its subsidiaries,
offers a wide range of banking and financial
services to local and foreign customers through its
more than 145 offices and remote working stations,
serviced by 2,079 employees (2024: 2,015
employees).

The Bank operates in Bulgaria through its
headquarters, in Romania through a branch
registered in October 2012, and in Greece through a
branch registered in April 2022, on the basis of the
single European passport. The subsidiaries of the
Bank provide non-banking financial services
through their existing office network, with a key
focus on servicing individuals and small and
medium-sized enterprises.

The Bank performs services as an investment
intermediary in accordance with the provisions of
the Public Offering of Securities Act (POSA). Asan
investment intermediary, the Bank complies with
certain requirements for customer protection in
accordance with the Markets in Financial
Instruments Act (MFIA) as well as Ordinance 38
and Ordinance 58 issued by the Financial
Supervision Commission (FSC). The Bank has
established and implements a procedure for the
conclusion and execution of contracts with
customers, collection of customer data, keeping of
books and safeguarding customer data archives in
compliance with local regulations, and specifically
with the requirements of Ordinance 38, art. 28 — 31
and Ordinance 58, art. 3. The Bank has established
internal control rules and procedures to ensure
compliance with the general regulatory framework
applicable to its operations.

TBI Bank EAD has a two-tier governance structure,
All members of the supervisory and management
boards comply with the requirements of the Credit
Institutions Act (CIA) and Regulation 20 of the
Bulgarian National Bank (BNB), and have been
explicitly approved by the latter. TBI Bank EAD
has a functioning audit committee, with a structure

compliant with the requirements of the Independent
Financial Audit and Assurance of Sustainability Act
(IFAA).

As at 31 December 2025, TBI Bank EAD is the
owner of TBI Money IFN S.A., Romania; TBI
Asset Management S.A., Romania; TBI Insurance
Intermediaries Praktoreiaki Asfaleion Single
Member S.A., Greece; and TBI Tech Teknoloji Ve
Yazilim Hizmetleri Anonim Sirketi, Turkey (the
Group).

The Group holds a well-diversified customer
portfolio. The adopted strategy focus on increased
retail lending to individuals set the pattern for the
significant growth of the loan portfolio, which
characterised the Group’s operations in 2025 and
2024. Profitability levels remained solid, despite the
increasingly higher cost of attracted funds.
Concurrently, the maintenance of stable liquidity
levels stood of key importance for the Group,
despite the expansion of its operations and the sharp
increase in lending volumes,

Financial position and performance

In 2025, the Group generated net interest income at
the amount of BGN 471,242 thousand, representing
a 18.93% increase compared to 2024 levels, which
was attributable to the significant growth of the loan
portfolio. The 2025 profit of the Group amounted to
BGN 119,789 thousand, compared to BGN 97,849
thousand in the previous year.

Operating revenues (net interest income, net fee and
commission income, net trading gains and other net
operating income) have grown by 15.69% during
the reporting period as compared to the prior year.

The operating income’ structure before impairment
was as follows: net interest income represented
80.65%, net fee and commission income — 20.28%,
and the remaining components of net operating loss
accounted for a net profit of — 1.00%.

In 2025, the total assets of the Group went up by
22.67%, compared to the end of 2024 and reached
BGN 4,242,940 thousand (2024: BGN 3,458,745
thousand). At the end of 2025, the largest increase
by BGN 550,676 thousand was noted in loans to
customers. The increase in the loan portfolio was
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due to the increase in retail exposures, which
substantially exceeded the share of corporate loans.

The Group's liabilities as of 31 December 2025
amounted to BGN 3,573,474 thousand (2024: BGN
2 909 294 thousand), 22.83% of which, or BGN
3,052,738 thousand (2024: BGN 2,619,894
thousand), represented deposits from customers. A
16.52% increase (by BGN 432,844 thousand) is
seen in deposits from customers.

BGN900)= 4 " I cesimty & 2025 ... 2024,
Total assets 4,242,940 3,458,745
Equity 669,466 549,451

The Group’s equity went up by 21.84% in 2025 as
a result of the profit generated during the year.

Liquidity and risks

According to the current liquidity measurement and
management policy, the liquid assets ratio (the ratio
of liquid assets that meet LCR definition for liquid
asset (R 2015/61) to deposits other than those
attracted from credit institutions) is used as key
indicator. At the end of 2025, this indicator stood at
3497% (2024; 35.50%), which demonstrated
stability of the cash flows, and significantly
exceeded the minimum required threshold of 20%.

2025 2024

Liquid assets ratio (%) 34.97 3550

Trends, events or risks that might have
material impact on operations:

In the context of limited economic growth, the
Group works towards efficient risk management
with main focus on improvement of the processes in
the areas of lending, payments, customer service
and maintenance of the loan portfolio quality.
Emphasis is laid on the timely measures for
collection of problematic receivables. The trends for
the future development of the Group in general are
for continued increase in the amount of assets,

especially loans, as well as for increase in attracted
funds.

The major risks, relating to the operations of the
Group and the banking sector as a whole are:

» credit risk — the maximum exposure to
credit risk as at 31 December 2025 amounts
to BGN 4,663,560 thousand;

o liguidity risk — the net difference in

liquidity of the assets and liabilities with
maturity of up to 1 month, as at 31
December 2025 amounts to BGN (593,
942) thousand;

e currency risk — to hedge its currency risk,
the Group uses currency swaps;

e interest rate risk — the effect of
increase/decrease in interest rates by 100
basis points on the 2025 profit would
amount to an increase/decrease in profit by
BGN 2,129 thousand and on equity (OCI)

13,506 thousand;
inflation risk;
business risk;
e operational risk (including reputation risk).

In view of the current economic environment, credit
risk exercises the greatest impact on the Group's
operations. To address these challenges, the Group
has developed a clear growth strategy which
includes targeting a focused segment of customers,
as well as enhancing the existing market share
through geographic diversification of assets and
liabilities.

It should be emphasized that a large portion of the
term funding from individuals and legal entities is
subject to relevant measures to motivate rolling
forward of the repsective deposits. Corporate
deposits are generally large in size and it is common
practice to have their terms and conditions
reconsidered and negotiated shortly before their
maturity date.

A policy of matching fixed and floating interest rate
assets and liabilities is applied with respect to
interest rate risk. The Group's policy is to set a
minimum interest rate threshold for floating rate
assets.

To manage credit risk the Group has developed
strict procedures for analysis and assessment of
potential borrowers, including scoring procedures
and detailed verification of the data provided. In
addition, the Group has developed an effective
payment monitoring system, as well as active
measures for collection of receivables. Preliminary
analysis and subsequent monthly monitoring are in
place to detect concentration of related parties by
sectors of the economy and other cross-sections in
compliance with the Group's internal rules.

Financial Instruments Used by the Bank

The Group utilizes its available cash resources to

ii
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manage financial risk by investing in the interbank
money market (overnight deposits), as well as by
purchasing highly liquid securities with medium-
term maturities. Government securities represent
the largest share of its balance sheet, with the Group
investing in various countries within and outside the
European Union. The Bank also invests in corporate
securities. All securities are measured at fair value
using quoted market prices. Given the Group’s
exposure in new Romanian lei, it may hedge
movements in the exchange rate of the new
Romanian leu against the euro and other currencies
through the use of derivatives. These instruments
are used without applying hedge accounting.

In performing its activities the Group is exposed to
a variety of financial risks: credit risk, counterparty
credit risk for derivative and repo transactions,
market risk (including currency risk, interest rate
risk and price risk), liquidity risk, operational risk
and environmental, social and governance (ESG)
risks. The Group's overall risk management
programme focuses on the unpredictability of the
financial markets and seeks to minimise the
potential adverse effects on the Group's financial
performance.

The Group's risk management policies are designed
to identify and analyse these risks, to set appropriate
risk limits and controls, and to monitor adherence to
the risk limits by means of a reliable and up-to-date
information system. The Group regularly reviews
its risk management policies and systems to reflect
in a timely manner changes in the markets, products
and emerging best practices,

The risk control policy of the Group’s management
is aimed at ensuring compliance with the principles
of hierarchy and centralization, and includes:

* risk management policy, risk measurement
rules and methods, based on both statistical
models and intemational best banking
practices, as also on the historical
experience of the Group;

e risk assessment by specialized units of the
Group in accordance with the established
rules, proposed for approval and resolution
by the management board.

The supervisory board passes decisions on the
measures to be taken by the Group with respect to
its long-term risk management policy and strategy.

The risk management process includes the
following stages:

¢ risk identification — definition of its nature
and description;

¢ risk measurement and assessment -
methods to measure the risks and to ensure
reliable  outgoing data for risk
measurement,

Intangible resources

The Group relies heavily on its intangible resources
for the maintenance of competitive advantages and
sustainable growth, The effective use of such
resources is a key factor in the adoption of product
innovations and the maintenance of a high level of
customer service.

Intanbile resources are resources without physical
substance, which however, lead to the inflow of
economic benefits for the Group. They play an
important role in the business processes and can
have a significant business value, They include:

¢ Brand reputation — the Group realizes that
reputation and trust play a central role in its
success and invests in preserving its good
name in business. The Group has a long
track history on its current markets and a
corresponding reputation of being a stable
and trusted financial partner. The Group’s
strong brand generates trust in customers
and gives them security when choosing the
Group’s services.

¢ Customer relationships — building and
maintaining trust in the Group’s customers
is of utmost importance for its business
model and long-term success.

¢ Technology — as an established player in
the market of innovative products and
digital services in the banking sector, the
Group develops various projects with an
approach to comprehensive online service.
The Group is constantly developing its
remoting banking functionalities, focusing
on its mobile application. The Group’s
focus on technology aims at improving
customer experience and providing an easy
and fast access to financial products and
services for its customers.

+ Know-how - includes the pool of
knowledge, experience and expertise of the
Group’s employees in total. The Group
invests in training and developing its
emplyees, which improves customer
service, leads to innovations and increased
efficiency.

iii
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* Corporate culture and cthics — a strong and
positive corporate culture leads to higher
employee productivity and engagement,
which reduces staff turnover and increases
efficiency.

Research and development

The Group carries out no research and development
activities,

Significant events after the annual closing of
accounts

In accordance with the Law on the Introduction of
the Euro in the Republic of Bulgaria, as of 1 January
2026, the euro has been adopted as the official
currency and legal tender of the country. The official
fixed exchange rate has been set at BGN 1.95583 per
EUR 1.

The adoption of the euro results in a change in the
Bank’s functional currency. This change has been
accounted for prospectively and does not represent
an event after the reporting period requiring
adjustment to the separate/consolidated financial
statements for the year ended 31 December 2025,

Following the completion of the currency conversion
procedures in accordance with the applicable legal
requirements, TBI Bank EAD has share capital
amounting to EUR 41,616,000, divided into 81,600
shares with a par value of EUR 0.51 each. The
difference between the registered share capital as of
31 December 2025, as disclosed in Note 29 and
converted into euros at the official fixed exchange
rate, and the registered share capital in euros amounts
to EUR 145,200 and has been recognized as an
adjustment to retained earnings in January 2026.

As of the date of issuance of these financial
statements, the financial collateral provided to the
Bulgarian National Bank in connection with the
frontloading of euro banknotes and coins, as
disclosed in Note 28, has been fully released.

As of 1 January 2026, the Group maintains minimum
reserve requirements in  accordance with the
European Central Bank regulations. The minimum
reserve requirement, as disclosed in Note 11, is set at
1% of the reserve base, which comprises deposits
received, in accordance with the applicable ECB
methodology.

On 13 February 2026, the European Central Bank
approved the acquisition of a controlling stake in TBI
Bank EAD by Advent International, through its
subsidiary Bago (Luxembourg) 8.4 rl, from
4finance Holding S.A. The transaction was
completed on 2 March 2026, In connection with this
transaction, a dividend of EUR 10,000 thousand was
approved by the Board of Directors in February 2026
and paid to 4finance Holding S.A. On 27 February
2026, the sole owner decided to relieve Kieran
Donnelly and Gautier Van Veddingen from the
Supervisory Board, appoint Chongor Bulchu Nemet
and Markus Bodo Krause, and renew the mandate of
Ariel Hasson. At the end of March 2026, the
appointment of Peter Baron as Chairman of the
Management Board and Chief Executive Officer of
the Bank was approved.

On 24 February 2026, the Group entered into an
agreement for the sale of TBI Money IFN S.A. as
part of the ongoing restructuring of the TBI Group.
The Bank did not recognized a gain/loss of on this
transaction.

On 27 December 2026 the Group also concluded a
transaction with 4finance Holding S.A. for the sale
of a portfolio of Latvian loans, as part of the Group’s
restructuring. The Bank recognized a gain/loss of
EUR 358 thousand on this transaction.

On 28 February 2026, the United States and Israel
carried out coordinated military operations against
the Islamic Republic of Iran, resulting in a significant
escalation of tensions in the Middle East. In the days
that followed, Iran responded with missile and drone
attacks targeting Israel and certain Gulf states. These
developments disrupted oil supplies through the
Strait of Hormuz and led to increased volatility in
global financial markets, including rises in oil and
natural gas prices.

As of the date of issuance of these financial
statements, management has not identified any direct
adverse effects on the Bank’s operations. However,
the situation continues to be closely monitored,
particularly with regard to the potential impact of
prolonged geopolitical instability on the
macroeconomic  environment, energy  prices,
inflation, and international trade.

Apart from the events disclosed above, there are no
other significant events after the reporting period that
would require adjustment to or disclosure in the
financial statements as of 31 December 2025.
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Future plans of the Group

The management of the Group expects the
economic environment in Bulgaria, Romania and
Greece to continue its stabilisation and pass on to
gradual economic growth. The macroeconomic and
financial stability will contribute to the growing
market of financial services in a viable, efficient and
competitive banking system.

We expect acceleration of the process of integration
of the Bulgarian economic and financial system
within the European space. This will contribute to
the implementation of new and the expansion of
existing bank services and products. The Group will
continne to maintain adequate financial,
managerial, and technical capacity as basis for
efficient and thriving banking and financial activity.

The Group will continue its development in the
main segments of the banking and financial market.
The main focus will be placed on lending to
individuals. The Group will continue to develop
products offering competitive conditions on
deposits and current account to its customers, while
developing project financing and commercial
financing as well as new, innovative products. The
firture development of the Group will be based on
the creation of wider customer base and stable
distribution network for financial services,
including offline and online distribution channels.
The main development focus will be on electronic
commercial transactions. The Group will continue
to keep high corporate governance standards, and
will work actively for the development of bank
security, by implementing flexibie and efficient
organisational structure with clear segregation of
duties and responsibilities. The Group will continue
to create opportunities for internal competition
between the units, control and incentives with
continuous improvement of the qualifications of its
employees. It will follow an ambitious personnel
recruitment, training and renewal policy.

The Group employs highly qualified personnel
sharing the following major values:

motivation and professional ambition;
open and free communication;

taking personal responsibility;
commitment to the standards and goals of
the organisation.

The main objectives and tasks the Group is facing
are related to:

e ensuring maximum security for the
customers and depositors of the Group;

¢ maintenance of high asset quality with
stable liquidity and profitability;

e« maintenance of sufficient capital adequacy
corresponding to the risk profile of the
Group, and proper management of
currency, interest rate and other risks,
inherent to the banking operations;

o efficient cost control;

e good return on shareholders' equity.

(continued on the following page)
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Consolidated annual management report

m bank

Contracts signed in 2025 under art. 240 (b) of the
Commercial Act; remuneration of board
members

The members of the boards and their related parties
have no contracts signed for activities beyond the
ordinary ones, or at terms and conditions
significantly different from the ordinary market
conditions.

The total net income received by the members of the
management board and the members of the
supervisory board in 2025 amounts to BGN 3,566
thousand.

Information regarding shares and bonds
acquired, held and transferred by the
management and supervisory board members
during the year

The members of the management board are not
allowed to acquire shares and bonds issued by the
Bank. Therefore, the members of the management
board of the Bank have not acquired, held or
transferred shares or bonds in 2025,

The management is required by Bulgarian
legislation to prepare financial statements for each
financial year that give a true and fair view of the
financial performance of the Group and of its
financial position as at the year end. The
management has prepared the accompanying
financial statements in accordance with the IFRS
Accounting Standards (IFRS), as adopted for use by
the European Union,

The management confirms that it has consistently
applied adequate accounting policies and has
complied with the current IFRS requirements. The
financial statements have been prepared on a going
concern basis,

In the future TBI Bank EAD will continue to
provide high-quality banking services, market-
driven products and will strive to remain the best
banking partner for its customers.

Diversity Policy

The Group has established an internal environment
that is supportive and promotes tolerance and
respect for each of its employees.

The Group prioritizes the well-being of our
employees, recognizing that it significantly
influences not only their professional performance
but also their overall quality of life. A healthy,
satisfied workforce is integral to both the success of
the organization and the personal fulfillment of each
team member. By ensuring a supportive and
nurturing work environment, the Banka aims to
enhance the physical, mental, and emotional well-
being of the employees, thereby creating a positive
impact that extends beyond the workplace and
enriches their personal lives.

At Group the main aim is to ensure a safe and
supportive environment for the employees where
they can thrive. Attracting, developing and retaining
talented people is core to the Bank's success so the
Bank's Management focuses on the professional
development of our employees as well as their well-
being. The Bank fosters an environment where there
is equal treatment and opportunities for all. The
Code of Conduct and Ethics is the cornerstone of the
Bank's business, serving as a guiding framework for
how the organization operates and interacts
internally with each other, the clients, and the
communities the employees serve. It outlines the
ethical standards and principles that govemn the
actions, ensuring that the employees uphold
integrity, accountability, and transparency in all
aspects of their work. By adhering to this Code, the
Bank's Management fosters a culture of respect,
faimess, and responsibility, promoting an
environment where everyone can thrive.
Additionally, in this document it is stressed that
every single employee is treated equally,
independent of their race, gender, sexual orientation
or beliefs. At Group is emphasized respect for all
individuals, encouraging an inclusive and
supportive work environment where every
employee is valued and treated with dignity.

Regulation (EU) 2020/852 disclosures:

The additional information is presented in the tables
on the following pages (all figures in BGN’000).
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1. Corporate profile

TBI Bank EAD (the Bank) is a sole-owner joint-
stock company, established in line with the
regulations of the Republic of Bulgaria, which
conducts its business in Bulgaria as well as abroad

under a license obtained from the Bulgarian
National Bank.

2. Capital structure

As of 31 December 2025, the issued capital of the
Bank amounts to BGN 81,600,000, with total
amount of dematerialised shares of 81,600,000
(eighty-one million and six hundred thousand), each
with nominal value of BGN 1. The Bank has the
right to issue only ordinary shares, each of which
gives the owner the right of 1 vote in the general
shareholders meeting. As of 31 December 2025, the
sole owner of the issued capital of the Bank is TBI
Financial Services B.V., the Netherlands. The
ultimate parent company as at 31 December 2025 of
the Bank is Acreon Capital Limited, Cyprus.

3. Rights and obligations of the shareholders

The shareholder owns all rights and obligations set
by the Bulgarian law regulations, other legislation
and the Bank’s articles of association.

4, Organizational structure of the Bank

TBI Bank EAD has a two-tier governance structure,
All members of the supervisory and management
boards of the Bank meet the requirements of the
Law on Credit Institutions as well as of Ordinance
20 of the Bulgarian National Bank.

The Bank’s structure consists of’

general meeting of the shareholders;
supervisory board;
management board;

other structural units, set by the general
meeting of the sharcholders, the
supervisory board or the management
board.

The sole shareholder is the supreme governing body
of the Bank, which makes the fundamental
decisions concemning the existence and operations
of the company.

The annual general meeting of the shareholders
takes place no later than six months after the closing
of the financial year, unless otherwise provided for
by law. The management board of the Bank
convenes an extraordinary general meeting of the
shareholders if:

¢ theissued capital of the Bank falls below
the regulatory limit;
this is requested by the sole shareholder;
this is requested by any other person,
authorized by law.

The sole sharcholder has the right to:

e change or supplement the articles of
association of the Bank;

increase or decrease the issued capital;
¢ decide on any merger, demerger,
transformation or closure of the Bank;

# appoint and dismiss the members of the
supervisory board and establish their
remuneration;

¢ appoint and dismiss the auditors of the
Bank and sets their remuneration,;

e approve the financial statements of the
Bank and decide on profit distribution;

e (discharge the members of the
supervisory and management boards;

® decide regarding claims against
members of the supervisory or
management boards, or a shareholder of
the Bank;
decide regarding the issuance of bonds;
appoint liquidators if the Bank faces
closure, except in case of bankruptcy,

e decide regarding any other questions
within the powers of the general meeting
of shareholders set by the law.

The supervisory board exercises control over the
main activities of the Bank and the management
board. The supervisory board sets high corporate
culture and business ethics with established ethical
norms and corporate values for business behaviour,
The supervisory board elects and dismisses the
members of the management board in line with the
principles of continuity of its work.
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The main functions of the supervisory board are:

¢ to perform supervisory functions and to
represent the Bank in its relationship
with the management board;

® to set the main targets regarding the
operations of the Bank and to set the
strategy for their achievement;

e to approve the decisions of the
management board, which are within the
responsibility of the supervisory board
in line with the articles of association of
the Bank, the regulations for the activity
of the supervisory board and the law.

The supervisory board consists of at least three and
no more than seven members. The members of the
supervisory board are appointed and dismissed by
the general meeting of the shareholders. The
members of the supervisory board are elected for a
term of five years. The supervisory board of TBI
Bank EAD is comprised of people with the proper
qualification and professional experience, in
compliance with the Bank’s operations and the main
risks which it faces or could face.

The members of the supervisory board bear joint
and individual liability by law for each damage
caused by violating the requirements of the law or
of the articles of association of the Bank, or due to
non-performance of their obligations. The members
of the supervisory board are obliged to work
objectively, critically and independently, while
avoiding conflict of interest and in case this is not
possible, disclosing the latter promptly.

The members of the supervisory board elect the
chairperson of the supervisory board who organizes
the work of the board. The members of the
supervisory board may also elect deputy
chairpersons of the supervisory board replacing the
chairperson if the latter is absent.

The management board manages the daily
operations of the Bank in accordance with the
strategy and the basic principles of activity
established by the supervisory board and oversees
the daily activities of the employees of the Bank.

¢ The management board is authorized to
decide on all matters related to the
operations of the Bank and to perform
transactions independently within its
powers under the law, the Bank's articles
of association and rules of procedure of

the management board, as approved by
the supervisory board.

¢ The management board establishes the
risk policy and sets up risk management
and internal control systems.

e The management board provides
guidance, approves and oversees the
implementation of the company's
business plan, material transactions and
other activities set out in the Bank's
strategy.

¢ The management board reports to the
supervisory board and the general
meeting of the shareholders. The
management board shall submit to the
supervisory board at least once every
three months a report on the business
activity and position of the Bank and
shall  immediately inform  the
supervisory board of any significant
deterioration of the financial position of
the Bank and other important
circumstances regarding the economic
activities of the Bank.

Management board members are elected by the
supervisory board for a term of office of five years.
The management board consists of at least three
members but not more than seven members. At least
two members of the management board shall be the
executive directors {executive members), and the
Bank shall only be represented by two executive
directors jointly.

The members of the management board, with the
approval of the supervisory board, shall elect among
themselves the executive directors, the chairperson
of the management board and the deputy
chairperson of the management board, standing in
for the chairperson when the latter is absent.
Executive directors may only be individuals who
have received appropriate prior approval from the
Bulgarian National Bank to manage and represent
the Bank under the terms provided for in effective
legislation. The management board members are
established professionals with proven leadership
qualities, and represent a main prerequisite for
meeting the Bank’s objectives,

Management board members must avoid actions
that will or may create a conflict of interests with
the Bank. In the event that such a conflict arises,
they should disclose it and should not participate in
the discussion and decision-making process.
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Committees and commissions:

¢ Asapublic interest entity under the Law
on Independent Financial Audit and
Assurance of Sustainability, the Bank
operates an audit committee, which is
responsible for the monitoring of
financial reporting and the independent
financial audit as well as the
effectiveness of the internal audit
function and the Bank’s control systems
and risk management. The committee
recommends the choice of registered
auditors to conduct an independent audit
of the Bank and monitors their
independence in accordance with the
law and the Code of Ethics for
Professional Accountants. The purpose
of the audit committee is to assist and
advise the general meeting of the
shareholders in its oversight of the
activities of the Bank.

* Impairment committee — the body that
decides on the classification and
provisioning of the Bank's risk
exposures.

e Lending committee — the body that is
empowered to approve the origination of
risk exposures to corporate customers.
Credit exposures based on preset limits
are subject to subsequent approval by
the management board and/or must be
confirmed by the supervisory board.

¢ The assets and liabilities management
committee is responsible for the overall
operation of the balance sheet of the
Bank and monitors interest rates and
liquidity in accordance with its
competence and the organizational
structure referred to in the internal rules
of the institution.

e A specific unit is responsible for the
prevention of money laundering and
financing of terrorism and the
management of the related compliance
risk.

¢ The specialized work safety unit is
responsible for the compliance with the
statutory requirements in this area.

o The retail banking committee is
responsible for the coordination of
activities related to the service provision
to individuals, who are Bank’s
customers, and particularly for the
development of a product range,

initiating  various campaigns and
calibrating risk appetite.

¢ Tender committee — authorized to take
decisions related to the choice of
suppliers and renewal of supplier
contracts based on the tenders made.

5. Andit and internal control

The Bank establishes and improves a reliable and
comprehensive internal control framework, which
includes control functions with the necessary
powers and access for execution of its
responsibilities independently of the structural and
supporting units that are being monitored and
controled. The risk management processes,
procedures and requirements are structured in
accordance with the principle of “three lines of
defence”. The control functions are not only
independent from the operational business units,
which they supervise and control but they are also
organisationally independent from each other.

The financial auditors are elected at the general
meeting of the shareholders. The financial auditors
perform an independent financial audit, the purpose
of which is to express an independent audit opinion
as to the true and fair presentation in all material
respects in the financial statements of the financial
position, financial result, cash flows and equity of
the Bank. The financial auditors are audit firms
independent from the Bank.

6. Information systems

The Bank is dependent on complex information
systems, and a possible crash, ineffectiveness or
failure of these systems may have significant
unfavourable impact.

Information systems in general are exposed to
multiple problems, such as computer virus
corruption, hacker attacks, sofiware and hardware
malfunctions. Each deficiency, interruption and
security violation of these systems might lead to
problems or interruptions in customer relations, risk
management, book-keeping and deposits and loans
servicing. In case of an interruption in the normal
functioning of the information systems of the Bank,
even for a short period of time, the Bank may
possibly become incapable for a certain time to
provide service and thus lose its customers.
Temporary interruption of the functioning of the
information systems may also result in
extraordinary  expenses for recovery and
confirmation of the information, Furthermore, any
failure of the Bank to update and develop the
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existing information systems as effectively as its
competitors, might lead to loss of its market share.
Although the Bank's management believes that
adequate security program and business continuity
plan are in place, including fully equipped
information centre duplicate, there is no certainty
that they will be sufficient to prevent problems, such
as the above-mentioned, nor do they guarantee that
the Bank’s operations will not be significantly
interrupted.

Each of the above-mentioned or other problems,
related to the information systems of the Bank,
might have significant adverse impact on the Bank’s
activities, its performance and financial position.

7. Remuneration policy

The Bank’s remuneration principles are structured
in such a way, so as to contribute to sensible
corporate governance and risk management. TBI
Bank EAD applies a remuneration policy in
accordance with the Credit Institutions Act and
Ordinance 4 of BNB on the requirements on the
remuneration in banks, which is consistent with the
business strategy, objectives, values and long-term
interests of the Bank, by encouraging reliable and
effective risk management, and demotivating risk-
taking behaviour, exceeding the levels acceptable
for the Bank.

The main objective of the policy is the recruitment
and retention of highty qualified personnel, its
motivation for high performance combined with
moderate risk levels and in line with the long-term
interests of the Bank and its shareholders. It is based
on the principles of transparency, prevention of
conflict of interest, equal treatment of employees,
documentation, objectivity, and reliable risk
management.

The policy establishes the main principles for
forming of remuneration — fixed and variable, in
accordance with the objective of the Bank to stick
to an optimal proportion between these two types of
remuneration, ensuring a sufficiently high share of
the fixed component for the different personnel
categories, and higher flexibility of the variable
part, including possibility for non-payment.
Remuneration is based not only on the financial
results, but on the ethical norms and corporate
values underlying the Bank's Code of Ethics, as well
as on the reliability and efficiency of risk
management.

8. Disclosure of information

Transparency and timely disclosure of information
is a key corporate governance principle. The Bank
maintains a system for the disclosure of information
in accordance with effective regulations, which is
aimed at providing timely, accurate and
understandable information about significant
events, allows for objective and informed decisions,
ensures equal access to information and does not
tolerate abuses of inside information. In disclosing
information, the Bank is guided by the principles of
accuracy, accessibility, equality, timeliness,
integrity and regularity.

The Bank's website provides:

e information about the activities and

history of the Bank;
e information about the shareholder
structure;

+ information about the governance
bodies and structure of the Bank;

s financial statements for the last three
financial vears at the least;

¢ information on upcoming events and
initiatives;

e other important information, related to
the Bank’s operations.

9. Stakeholders

TBI Bank EAD applies a policy for provision of
information to interested stakeholders. These
include persons who are not shareholders but have
an interest in the economic development of the
Bank, such as creditors, customers, employees,
society in general, ete.

10. Information on compliance in substance
with the national corporate governance code
approved by the deputy chairperson of the
Financial Supervision Commission in art.
10n, paragraph 8 of the Public Offering of
Securities Act

TBI Bank EAD is not a public company and has no
legal obligation to apply the provisions of the
National Corporate Governance Code (NCGC)
approved by the deputy chairperson of the
Bulgarian Stock Exchange — Sofia. However, the
corporate governance policy of TBI Bank EAD is
based on professional and transparent governance in
accordance with internationally recognised
standards, good banking practice and where
appropriate with the principles underlying the
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NCGC. Since the Bank is a sole-owner joint-stock
company, any requirements regarding shareholders'
rights protection, as well as publishing and
disclosure of information concerning the
shareholders are not applicable.

The main corporate governance principles are
established in the following internal documents of
the Bank:

articles of association;

corporate governance policy;
organizational structure;

Code of Ethics of the administrators and
employees;

* remuneration policy.

The corporate governance policy of TBI Bank EAD
is the overall document containing the recognised
standards of good and responsible governance and
setting the rules, criteria and mechanisms for the
corporate governance function of the Bank.

The objective of the policy is to regulate the
corporate governance process as one of the key
business functions and to outline the fundamental
principles and requirements for maintaining and
improving the organization and governance
methods of TBI Bank EAD. The Policy also aims to
structure the basic components, functions and
responsibilities  comprising the  corporate
governance system of the Bank. Its implementation
contributes to the objectives and plans that are in the
interest of the Bank as a whole, its customers,
sharcholders, creditors, local and foreign
stakeholders, and to factlitate the control over the
efficient use of resources.

The policy defines the general principles and
mechanisms of corporate governance of the Bank,
such as:

¢ standardisation and harmonization of
the corporate governance process;

¢ identification of key business objectives
within the "Planning and reporting”
business line.

As part of the objectives set, the Bank's
management board determines key performance
indicators such as growth, return on equity,
provisioning level, market share etc., providing a
basis for the development of concrete business

plans, and for the governance bodies — a possibility
to control these plans in accordance with the Policy.

11, Internal centrol
Internal control includes the following components:

¢ Control environment — a description of
the control environment can be found in
the "Audit and internal control" section
of the  Corporate  govemance
declaration;

¢ Risk assessment process — a description
of the control risk assessment of the
Bank can be found in the "Audit and
internal  control" section of the
Corporate governance declaration as
well as in the "Liquidity and risks"
section of the Consolidated annual
management report;

* Information systems, including the
related business processes relevant to
financial reporting and communication
— a description of the information
systems of the Bank can be found in the
“Information systems™ section of the
Corporate governance declaration;

e Control activities — a description of the
control activities of the Bank can be
found in the " Audit and internal control”
section of the Corporate governance
declaration as well as in the "Liquidity
and risks" section of the Consolidated
annual management report;

e Current monitoring of controls — a
description of the current monitoring
and control of the Bank can be found in
the "Audit and internal control” section
of the Corporate govemnance declaration
as well as in the "Liquidity and risks"
section of the Annual management
report.

(signatures on the next page)
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Statutory Audit Firm # 108 Statutory Audit Firm # 015
Ernst & Young Audit O0OD BDO BULGARIA OOD
Polygraphia Office Center 38, Oborishte str.
47A, Tsarigradsko Shose Blvd., floor 4 1504 Sofia, Bulgaria

1124 Sofia, Bulgaria

Independent auditors’ report
To the sole shareholder of

TBI Bank EAD

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of TBI Bank EAD and
its subsidiaries (the Group), which comprise the consolidated statement of financial position
as at 31 December 2025, and the consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for
the year then ended, and notes to the consolidated financial statements, including material
accounting policy information.

In our opinion, the accompanying consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2025, and of its
consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with IFRS Accounting Standards as adopted by the European Union (EU).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (JSAs). Qur
responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the International Ethics Standards Board for
Accountants’ International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code), as applicable to audits of financial
statements of public interest entities, together with the ethical requirements that are
relevant to audits of the financial statements of public interest entities in Bulgaria. We have
also fulfilled our other ethical responsibilities in accordance with these requirements and the
IESBA Code. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion. W

Translation in English of the official Auditor’s report issued in Bulgarian.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consclidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor’'s responsibilities for the audit
of the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to
respond to our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

'Key audit matter - How our audit addressed the key audit

Impairment of loans and advances to customers under the requirements of IFRS 9
The Group's disclosures about impairment of loans and advances to customers are
included in Note 3. “Significant accounting estimates and judgments”, Note 2.1 “Credit
risk”, Note 14 "Loans to customers” and Note 16 “Credit loss expense on financial assets”
fo the consolidated financial statements.

Loans to customers {predominantly | In this area, our audit procedures included,
through the parent entity/the Bank) | amongst others:

represent a significant part (68%) from the s Obtaining  understanding and
total assets of the Group as at performed walk throughs of the
31 December 2025 with aggregate gross Group's established processes and
value of BGN 3,108,670 thousand and controls over the monitoring and
accumulated loss allowance of BGN assessment for impairment of loans
240,862 thousand. The Group applies an to corporate and retail customers
impairment model based on expected credit as well as the key assumptions and
loss (ECL) estimation as per the judgements applied in accordance
requirements of IFRS 9 “Financial with the requirements of IFRS 9.
instruments”, e Evaluating whether the Group's
The application of such impairment model impairment policy and estimation
has led to increased complexity and degree approaches were applied
of management judgment in the ECL consistently in accordance with the
estimations as disclosed in Note 3 requirements of IFRS 9.
“Significant accounting estimates and * Assessing the entity level internal
judgements”. The key inputs and areas of controls in relation to the use and
judgement in the model relate to application of the impairment
development of quantitative and quaiitative models including the
criteria for identification of significant

Translation in English of the official Auditor's report issued in Bulgarian.
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increase of credit risk (SICR) for staging of
loans to cusiomers (Stage 1. Exposures
with no SICR, Stage 2: Exposures with SICR
but no objective evidence for impairment
and Stage 3: Exposures with objective
evidence for impairment), determining the
probability of default (PD), the loss given
default (LGD) and the exposure at default
(EAD), incorporating forward looking
information (FLI}) of macro-economic
factors, considering muitiple scenarios in
ECLs estimations. Higher degree of
estimation uncertainty is involved in
calculating the ECLs for the portfolio of
loans to customers in Stage 1, Stage 2 and
Stage 3 portfolio assessed for impairment
coltectively in view of the availability of
historical data for back testing and
calibrating the PD and LGD estimates. In
addition, significant management
judgement is also required in calculating
the ECLs for [oans to customers which are
assessed for impairment individually due to
inherent  estimation  uncertainty in

the respective coliaterals.

In 2025 in the determination of the ECL the
Bank has taken in consideration the
estimation uncertainty in the forecast of
the macro-indicators and their impact on
the social and economic environment
indicators by periodic reassessing the
assumptions for probability of default (PD)
and through its enhanced credit risk
monitoring procedures to distinguish the
cases/indications that are related to long-
term financial difficuities of the borrowers
from those that represent temporary
liquidity difficulties.

Due to the significance of the loans to
customers, the high degree of estimation
uncertainty, complexity and management
judgement involved in ECL calculations
under the impairment model applied in
accordance with the requirements of IFRS
9, this is considered as a key audit matter.

determining the timing and amount of the |
expected cash flows, as well as the value of |

documentation as well as the
freguency of updating and
reasonability of the FL! parameters
and macro factors.

Gaining understanding and walk-
through of the identified controls of
the Group in relation to the
monitoring and impairment of loans
of corporate and retail clients in
accordance with the requirements
of [FRS 9.

Assessment of the design and
testing the operating effectiveness
of the key controls over the
monitoring and assessment for
impairment of loans to corporate
and retail customers in accordance
with the requirements of IFRS 9.
We involved our IT specialists to
assess and test the IT general
controls over the Group's system
for loan monitoring used for IFRS 9
puUrposes,

We performed analytical
procedures on  disaggregated
detailed data to evaluate if the

trends in the impairment expense |

and allowance follow the
development of the loan portfolios
of the Group (predominantly
through the Bank) and reflecting
the impact from the development
of consequences from the expected
deterioration of the macro-
economic indicators.

We assessed for a sample of loans
whether those were correctly
classified to the respective stage
for impairment under the SICR
criteria used by the Group (through
the Bank) in accordance with the
requirements of IFRS 9 as of
31 December 2025,

For a risk-based sample of
corporate loans to customers that
were subject to an individual
impairment assessment and
focusing on those with the most

Translation in English of the official Auditor's report issued in Bulgarian.
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significant potential impact on the
consglidated financial statements,
we specifically assessed the
Group’s assumptions (through the
Bank) on the expected future cash
flows, including the realizable value
of collateral based on our own
understanding and available
market information, including the
impact from the conseguences due
to the expected detericration of the
macro-economic indicators.

e We performed subsequent events
procedures  focused on the
development of the sampled loans
from the corporate portfolio after
the reporting period date to assess
the Group's assumptions on the
expected future cash flows.

¢ For the retail loans we evaluated
the impairment model applied by
the Group (through the Bank) for
the calculation of collective
impairment losses. We focused on |
assessing the reasonableness of
the PD and LGD calculations by
examining support for the key
assumption applied and data
sources, including for
consideration of uncertainties from
the consequences due to expected
change of the macro-economic |
indicators where applicable. We |
also analysed whether the FLI has
been correlated and considered in
the collective impairment model. In
addition, we tested the
mathematical accuracy of the
collective ECL calculations.

e We reviewed the performed by
management back-testing analysis
on the retail loan portfolio for the
purpose of assessing whether the
collective impairment loss estimate
appeared reasonable.

s We involved our IFRS @ specialists
to test the ECL calculation on loans
to clients and assess the adequacy |

Translation in English of the official Auditor’s report issued in Bulgarian, pv Wp
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of the assumptions used in the
| impairment calculation of the
‘ parameters (PD, LGD and EAD) on
the collectively assessed loans
| according to the requirements of |
' IFRS 9.
e We assessed the relevance and
adequacy of the disclosures in the
consolidated financial statement
‘ for the impairment of corporate
i and retail loans to customers in
‘ accordance with the requirements
of IFRS 9.

information Other than the Consolidated Financial Statements and Auditor's
Report Thereon

Management is responsible for the other information. The other information, which we have
obtained prior the date of our auditor's report, comprises the consolidated management
report, including the corporate governance statement prepared by management in
accordance with Chapier Seven of the Accountancy Act, but does not include the
consolidated financial statements and our auditor’'s report thereon.

Qur opinion on the consolidated 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.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated 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 this other
information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and presentation of the consolidated
financial statements that give a true and fair view 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 consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

b o

Translaticn in English of the official Auditor's report issued in Bulgarian.
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In preparing the consolidated financial statements, management is responsible for assessing
the Group’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 Group or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the Group's financial
reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 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 consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— ldentify and assess the risks of material misstatement of the consolidated 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 invoive
collusion, fargery, 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 Group’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 Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are reguired to draw attention in our auditor’s report to the related disclosures in the
consolidated 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 Group to cease to
continue as a qoing concern,

Translation in English of the official Auditor’s report issued in Bulgarian. %\M
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— Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves true and fair
presentation.

— Plan and perform the group audit to obtain sufficient appropriate audit evidence
regarding the financial information of the entities or business units within the group as a
basis for forming an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and review of the audit work performed for the purposes
of the group audit. We remain solely responsible for our audit opinion.

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.

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, actions taken to eliminate threats or 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 consolidated financial statements
of the current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure 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
reascnably be expected to outweigh the public interest benefits of such communication.

We are jointly and severally responsible for the performance of our audit and for the
expressed by us audit opinion as per the requirements of the Independent Financial Audit
and Assurance of Sustainability Reporting Act applicable in Bulgaria. In accepting and
executing the joint audit engagement, in connection with which we report hereby, we also
have followed the Guidance on Performing a Joint Audit issued on 13 June 2017 by the
Institute of Certified Public Accountants in Bulgaria and the Commission for Public Oversight

of Statutory Auditors in Bulgaria.

Translation in English of the official Auditor's report issued in Bulgarian.
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Report on Other Legal and Regulatory Requirements

Additional Matters to be Reported under the Accountancy Act

In addition to our responsibilities and reporting in accordance with ISAs, described above in
the Information Other than the Consolidated Financial Statements and Auditor's Report
Thereon section, inrelation to the consolidated management report, including the corporate
governance statement of the Group, we have also performed the procedures added to those
required under ISAs in accordance with the Guidelines on New and Expanded Auditor's
Reports and Auditor's Communication of the professional organisation of certified public
accountants and registered auditors in Bulgaria, i.e. the Institute of Certified Public
Accountants (JCPA). These procedures refer to testing the existence, form and content of
this other information to assist us in forming opinions 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 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 consolidated management report referring to the
financial year for which the consolidated financial statements have been prepared is
consistent with those consolidated financial statements.

b)) The consolidated management report has been prepared in accordance with the
requirements of Chapter Seven of the Accountancy Act.

c) The corporate governance statement of the Group referring to the financial year for
which the consolidated 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.

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.

— Ernst & Young Audit OOD and BDO BULGARIA OOD were appointed as statutory auditors
of the consolidated financial statements of TBlI Bank EAD for the year ended
31 December 2025 by the general meeting of shareholders held on 19 November 2025
for a period of one year.

— The audit of the consolidated financial statements of the Group for the year ended
31 December 2025 represents tenth total uninterrupted statutory audit engagement for
that group carried out by Ernst & Young Audit OOD and ninth total uninterrupted

statutory audit engagement for that group carried by BDO BULGARIA OQD. /\M
Translation in English of the official Auditor's report issued in Bulgarian. NH 4 m \/Z '
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— We hereby confirm that the audit opinion expressed by us is consistent with the additional
report, provided to the audit committee of TBI Bank EAD, in compliance with the
requirements of Art. 60 of the Independent Financial Audit and Assurance of
Sustainability Reporting Act.

— We hereby confirm that we have not provided the prohibited non-audit services referred
to in Art. 64 of the Independent Financial Audit and Assurance of Sustainability
Reporting Act.

— We hereby confirm that in conducting the audit we have remained independent of the
Group.

Audit Firm Ernst & Young Audit OOD Audit Firm BDO BULGARIA OOD with registration
with registration number 108: number 015:

Milka Natchewa-lvanova Nadia Viachka

Legal Representative and Proxy of General Manader Valia lordanova

Registered Auditor in charge of the audit

Milka Damianova
Registered Auditor in charge of the audit

Sofia, Bulgaria

15 April 2026

Translation in English of the official Auditor's report issued in Bulgarian.
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Consolidated annual financial statements (in BGN’000) g Pank

Consolidated statement of comprehensive income
for the vear ended 31 December 2025

Notesi ... 2025 2024,
Interest income calculated using the EIR method 4 584,551 491,477
Interest expense calculated using the EIR method 4 (113,309) (95,242)
Net interest income 471,242 396,235
Fee and commission income 5 132,941 118,086
Fee and commission expense 5 (14,442) (12,451)
Net fee and commission income 118,499 105,635
Net trading gain/(losses) 6 1,678 (1,440)
Other (losses)/gain, net 7 (7.134) 4,592
Net operating income before impairment 584,285 505,022
Credit loss expense on financial assets 16 (201,665} {154,441)
Impairment losses on other assets 18 (450) (609)
Net operating income 382,170 349,972
Staff costs 8 (121,847) (127,268)
Depreciation and amortisation expenses 19, 20 (21,801) (17,723)
Other operating expenses 9 (91,320) {88,109)
Total operating expenses (234,968) (233,100)
Profit before tax 10 147,202 116,872
Income tax expense 10 {27,413} (19,023)
Profit for the year 119,789 97,849
Aftributable to:
Equity holders of the parent 119,789 97,849

Non-controlling interest

119,789 97,849

(continued on the following page)

Notes 1 to 34 form part of, and should be read in conjunction with, these consolidated financial statements.

Financial statements on which we have issued an Auditors” Report dated: 15 April 2026.

Audit firm Emst & Young Augit” Q0D with mgisﬁtion number 108 Audit firm , BDO Bulgaria® QOD with registration number{}
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Consolidated annual financial statements (in BGN'000) n bank

Consolidated statement of comprehensive income {(continued)
for the year ended 31 December 2025

coINotes - i 2025 .. 2024
Profit for the year 119,789 97,849
Other comprehensive income (OCI)
To be reclassified to the profit or loss
Exchange differences on translation of foreign operations (2,392) (139)
Net gain on financial assets at fair value through OCI 29 2,664 6,076
Income tax relating to the above components 10 (46) (618)
Other comprehensive income for the year, net of tax 29 226 5319
Total comprehensive income for the vear, net of tax 120,015 103,168
Attributable to:
Equity holders of the parent 120,015 103,168
Non-controlling interest -3 &
120,015 103,168
7
/
T -
/____,___ 4
Valentin Gafabov” ( LukasTursa / Sé?giy Lyubarskyy
(executive{director and {executive director and (chief financial officer)
member of the management board}) member of the management board)

The consolidated financial statements were approved for issue by the management board on 14 April 2026.

Notes 1 to 34 form part of, and should be read in conjunction with, these consolidated financial statements.

Financtai statemenis on which we have issued an Auditors” Report dated: 15 April 2026

Audit finn, Eenst & Young Audit™ OOD with re rislralim: number 108 Audil firm . BDO Bulgeria™ 00D with regisiration nmnbe% W]ﬂ




Consolidated annual financial statements (in BGN'000)

el bank

Consolidated statement of financial position
as at 31 December 2025

_Notes 2025 S 2024
Assets
Cash and balances with central banks 11 463,098 429,254
Due from banks 12 142,153 79,156
Financial assets at FVOCI] 13 528,080 460,150
Loans to customers 14 2,867,808 2,315,273
Finance lease receivables 15 116 1,975
Current tax assets 10 18,114 1,949
Other assets 21 108,938 69,006
Assets acquired from foreclosure on collateral 18 1,875 2,988
Deferred tax assets 10 5,487 6,915
Intangible assets 19 74,876 61,378
Property and equipment 20 32,395 30,701
Total assets 4,242,940 3,458,745
Liabilities
Derivative financial instruments 2.2 5,135 27
Due to customers 23 3,052,738 2,619,894
Current tax liabilities 10 5,235 2,478
Other liabilities 24 152,627 119,112
Lease liabilities 25 12,332 9,917
Subordinated debt 26 345,324 157,668
Deferred tax liabilities 10 83 198
Total liabilities 3,573,474 2,909,294
Equity
Issued capital 29 81,600 81,600
Statutory reserves 29 8,392 8,392
Unrealized revaluation reserve on financial assets at FVOCI 29 2,865 247
Realized revaluation reserve on financial assets at FVQCI 29 (7,367 (7,367)
Translation reserve from foreign operations 29 (4,028) (1,636)
Retained earnings 588,004 468,215
Equity attributable to the owners of the parent 669,466 549,451
Non-controlling interest
Total equity 669,466 549,451
Total equity and liabilities 4,242,940 3,458,745

L ==
Valentin Gal b[? Lukas Tursa /
(executive difectdr aild

(executive director and
member of fhe management board) member of the management board)

Sérgiy Lyubarskyy
(chief financial officer)

The consolidated financial statements were approved for issue by the management board on 14 April 2026.
Notes | to 34 form part of, and should be read in conjunction with, these consolidated financial statements.

Financial statements on which we have issued an Auditors’ Report dated; 15 Apnl 2026

Audit finn ,,BDO Bulparia™ OOD with registralion number 015
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Consolidated annual financial statements (in BGN*000) g Pank

Consolidated statement of cash flows
for the year ended 31 December 2025

_Notes .. 2025 ... 2024
Cash flows from operating activities
Profit for the year 119,789 97,849
Adjustments for non-cash transactions:
Credit loss expense on financial assets 16 201,665 154,441
Impairment of non-financial assets 21 450 609
Written off liabilities (4,314) -
Depreciation and amortization, excl. right-of-use assets 19,20 16,287 12,728
Depreciation of right-of-use assets 20 5,514 4,995
Net loss on derecognition of other assets 7 1,256 (292)
Provisions expense 7 5,074 112
Accruals on short-term employee benefits 24 12,000 9,736
Unrealized gains from foreign exchange revaluation 724 87
Income tax expense 10 27,413 19,023
Other non-cash adjustments 30 17,438 10,658

283,507 212,097
Net decrease/(increase) in operating asseis:

Statutory reserves with central banks 11 4,245 (58,024)
Due from banks (with maturity over 3 months) 12 {66,806) 13,370
Leans to customers 14 (758,970) {593,176)
Finance lease receivables 15 1,859 618
Financial assets at FYOCI 13 (65,413) (138,765)
Assets acquired from foreclosure on collateral 18 1,113 4,353
Derivative financial instruments 2.2 5,108 5,242
Other assets 21 {46,690) 939

(925,554) {765,443)
Net increase/(decrease) in operating liabilities:

Due to customers 23 432,844 431,298
Other liabilities 24 37,936 (12,118)
470,780 419,180

Other adjustments:
Income tax paid 10 (40,534) (28,143)
Gain on sale of subsidiary (2,042) -
Net cash ftows used in operating activities (94,054) (64,460)

{continued on the following page)

The notes on pages 1 to 34 form an integral part to the accompanying consclidated financial statements.

Financial statements on which we have issued an Auditors” Report dated: 15 April 2026,

Audit firm , Emst & Young Audit™ COD with rgkistration number 103: Audit firm ,BDO Bulgaria™ OOD with registration number Q15:
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Consolidated annual financial statements (in BGN*000} R Pank
Consolidated statement of cash flows (continued)
for the year ended 31 December 2025

sNotes'... 7.1tk 2028 2024
Cash flows from investing activities
Net cash flow from disposal of a subsidiary 8,835 -
Purchase of intangible assets 19 (33,621) (23,602)
Purchase of property and equipment 20 (4,052) (5,179)
Net cash flows used in investing activities (28,838) (28,781)
Cash flows from financing activities
Payments made on lease contracts 25,30 (8,857 (4,308)
Payments made on subordinated debt 26, 30 (72,305) (28,013)
Issuance of subordinated debt 26, 30 242,523 52,396
Net cash flows from financing activities 161,361 20,075
Net change in cash and cash equivalents 38,469 (73,166)
Foreign exchange differences (2,545) (221)
Cash and cash equivalents on | January 30 136,411 209,798
Cash and cash equivalents on 31 December 30 172,335 136,411

Additional information on cash flows from:
Interest paid
Interest received

Valentin (Ea‘abov ! Lukas Tursa ¥
(executive director and (executive director and
member of the management board) member of the management board)

(128,140)  (106,322)
526,274

613,131

Sé’r"giy Lyubarskyy
(chief financial officer)

The consolidated financial statements were approved for issue by the management board on 14 April 2026.

Notes 1 to 34 form part of, and should be read in conjunction with, these consolidated financial statements,

Financial statements on which we have issued an Auditors’ Report dated: 15 Apnl 2026.

Audit fiom LEmst & Young Audit” OOD with registrafion number 108 Augit finn | BDO Bulgaria™ OOD with registration munber}}r'j
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Notes to the consolidated financial statements (tables in BGN’000)

. bank

1. General information and material accounting
policies

1.1. Corporate information

TBI Bank EAD (the Bank) is a credit institution
registered at Sofia City Court, Bulgaria as a joint-
stock company on 28 August 2003 with UIC
131134023, The Bank, together with its subsidiaries
(the Group) offers a wide range of banking and non-
banking financial services to local and foreign
customers,

As at 31 December 2025, the Bank holds the
controlling interest in the following subsidiaries:

TBI Money IFN S.A., Romania;

TBI Asset Management S.A., Romania;

TBI Insurance Intermediaries Praktoreiaki

Asfaleion Single Member S.A., Greece; and
¢ TBI Tech Teknoloji Ve Yazilim Hizmetleri

Anonim Sirketi, Turkey.

As at 31 December 2025, the Bank holds 99.99% of
the capital of TBI Money IFN S.A., 99.99% of the
capital of TBI Asset Management Services S.A.,
100% of the capital of TBI Insurance Intermediaries
Praktoreiaki Asfaleion Single Member S.A., and
100% of the capital of TBI Tech Teknoloji Ve
Yazilim Hizmetleri Anonim Sirketi. These
companies are treated as subsidiaries of the Bank.

As of 31 December 2025 the ultimate parent is
Tirona Limited, Cyprus wich is the majority
shareholder of the 4Finance group of which the
Bank is a part.

The Bank is managed by a management board under
the supervision of a supervisory board and is
represented by any two executive directors jointly.
The persons charged with governance are the audit
committee (Ariel Hason, Inita Hane and Edgars
Dupats) and supervisory board (Ariel Hason, Kieran
Donnelly and Gauthier Van Weddingen) members.
The chief financial officer is responsible for the
preparation and presentation of the financial
statements of the Bank.

The Bank’s headquarters and registered office,
starting from September 2012, are Bulgaria, Sofia
1421, Dimitar Hadzhikotzev sir, 52-54.

1.2. Basis of consolidation

The consolidated financial statements comprise the
financial statements of the Bank and its subsidiaries.
The financial statements of the subsidiaries are
prepared for the same reporting period as the
Bank’s, by applying consistent accounting policies.

The subsidiaries are fully consolidated from the date
of acquisition, which is the date on which control is
transferred to the Bank, and continue to be
consolidated until the date such control ceases. For
the accounting treatment of transactions involving
entities under common control, see Note 1.26.

1.3.  Basis of preparation of the financial
statements; statement of compliance

These financial statements have been prepared in
accordance with IFRS Accounting Standards
(IFRS) and interpretations issued by the IFRS
Interpretations Committee (IFRIC) as adopted by
the European Union. The reporting framework
"IFRS Accounting Standards as adopted by the EU"
is essentially the defined national basis of
accounting "1AS, as adopted by the EU", specified
in the Bulgarian Accountancy Act and defined in
par. 8 of its Additional provisions.

The financial statements have been prepared on the
historical cost basis, except for the following:

e financial assets at fair value through other
comprehensive income;

e financial assets and liabilities held for sale
{derivative financial instruments).

In preparing the financial statements, the Bank’s
management has assessed its ability to continue as
a going concern in the foreseeable future and has
judged that there are no material uncertaincies
which would cast doubt on the Bank’s ability to
continue its operations. Consequently, the financial
statements have been prepared on going concern
basis.

The Bank has also analysed each of its subsidiary’s
ability to continue its operations as a going
concern. Management believes that there are no
material difficulties which could impact the
subsidiaries’ ability to continue their operations.

The Group presents its statement of financial
position by degree of liquidity. An analysis of the
asset recovery or settlement of liabilities within
twelve months after the date of the statement of
financial position (current) and after a 12-month

17



Notes to the consolidated financial statements (tables in BGN’000)

. bank

period after the date of the statement of financial
position (non-current) is presented in the notes to
the financial statements.

1.4. Comparability of data

The accounting policies applied by the Group are
consistent with those applied during the preceding
reporting period.

1.5. Changes in accounting policies and
disclosures applicable to reporting periods
ending 31 December 2025

The accounting policies adopted are consistent with
those of the previous financial year except for the
following IFRS and amendments to [FRS which
have been adopted by the Group as of 1 January
2025:

o IAS 21 The Effects of Changes in Foreign
Exchange Rates: Lack of Exchangeability
{Amendments). The amendments are effective
for annual reporting periods beginning on or
after 1 January 2025.

The newly adopted IFRS and amendments to IFRS
did not have a material impact on Group’s
accounting policies,

1.6.  Standards issued but not yet effective and
not early adopted

Below is a summary of the published standards that
are not yet effective or have not been early adopted
by the Bank Group as of the date of issnance of these
financial statements.

Standards and amendments issued but not yet
effective and endorsed by the EU:

e IFRS 9 Financial Instruments and IFRS 7
Financial  Instruments: Disclosures —
Classification and Measurement of
Financial Instruments (Amendments). In
May 2024, the IASB issued amendments to
these standards and they become effective
for annual reporting periods beginning on or
after 1 January 2026, with earlier application
permitted. Management has assessed that
these amendments will not have a material
impact.

e JFRS 9 Financial Instruments and IFRS 7
Financial  Instruments:  Disclosures —
Contracts Referencing Nature-dependent
Electricity (Amendments). In December
2024, the IASB issued targeted amendments

for a better reflection of Contracts
Referencing Nature-dependent Electricity,
which amended these standards and they
become effective for annual reporting
periods beginning on or after 1 January
2026, with earlier application permiited.
Management has assessed that these
amendments will not have a material impact.
IFRS 18 Presentation and Disclosure in
Financial Statements. In April 2024, the
IASB issued the IFRS 18 Presentation and
Disclosure in Financial Statements which
replaces 1AS 1 Presentation of Financial
Statements and it becomes effective for
annual reporting periods beginning on or
after 1 January 2027, with earlier application
permitted. The standard will impose changes
on how this performance is presented and
disclosed by all entities. The Group will
analyze and assess the impact of the new
amendments on its financial position or
performance.

Annual Improvements to IFRS Accounting
Standards — Volume 11. In July 2024, the
IASB issued Annual Improvements to IFRS
Accounting Standards — Volume 11. An
entity shall apply those amendments for
annual reporting periods beginning on or
after 1 January 2026. Management has
assessed that these amendments will not
have a material impact.

Standards and amendments issued but not yet
effective and not endorsed by the EU:

IFRS 19 Subsidiaries without Public
Accountability:  Disclosures  (including
Amendments). In May 2024, the IASB
issued the IFRS 19 Subsidiaries without
Public Accountability: Disclosures, and in
August 2025, the IASB published
amendments to IFRS 19. IFRS 19 (including
amendments) becomes effective for annual
reporting periods beginning on or after 1
January 2027, with earlier application
permitted. The Group will analyze and
assess the impact of the new amendments on
its financial position or performance.

Amendment in I[FRS 10 Consolidated
Financial Statements and 1AS 28
Investments in Associates and Joint
Ventures. Sale or Contribution of Assets
between an Investor and its Associate or
Joint Venture. In December 2015, the IASB
postponed the effective date of this
amendment indefinitely pending the
outcome of its research project on the equity

18
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method of accounting. The Group will
analyze and assess the impact of the new
amendments on its financial position or
performance.

e 1AS 21 The Effects of Changes in Foreign
Exchange Rates: Translation to a
Hyperinflationary Presentation Currency
{Amendments). In November 2025, the
IASB issued amendments to Translation to a
Hyperinflationary Presentation Currency
which amend I[AS 21 The Effects of
Changes in Foreign Exchange Rates, and
they become effective for annual reporting
periods beginning on or after 1 January
2027, with earlier application permitted.
Management has assessed that these
amendments will not have a material impact.

1.7. Foreign currency transactions
Functional and presentation currency

The items included in the Group's financial
statements are measured and presented in Bulgarian
leva (“BGN”), which is the functional and
presentation currency of the Group.

The Bulgarian lev is pegged to the EURO at an
exchange rate BGN 195583 to EUR 1 as of 1
January 1999 under the provisions of the BNB Act
of 1997,

Transactions and balances

Foreign currency transactions are translated to the
functional currency using the exchange rates valid on
the dates of the transactions. Foreign currency gains
and losses arising as a result of the settiement of such
transactions, as well as translation of monetary assets
and liabilities denominated in foreign currencies at the
exchange rates valid at the year-end, are recognised in
the profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated to
the functional currency vsing the exchange rate as of
the date of the initial transaction (purchase).

As at 31 December 2025, monetary assets and
liabilities denominated in foreign currencies were
transiated at the official exchange rate quoted by BNB
on this date — BGN 1.95583 = EUR 1, BGN 1.66355
=USD 1 and BGN 0,383729 = RON 1 (31 December
2024: BGN 1.95583 =EUR 1, BGN 1.8826=USD 1
and BGN (.393187 =RON 1).

The Group's foreign operation assets and liabilities,
through its branches and subsidiaries in Romania and
Greece, were translated into Bulgarian leva at the
closing exchange rate quoted by BNB, valid for the
new Romanian leu, respectively for Greece, at the
fixed rate of the BGN to EUR, as at 31 December
2025, The foreign operation income and expenses in
Romania were translated at the average exchange rate
for the reporting period, which amounted to BGN
0.387965 for 2025 (2024: BGN 0.393158),
respectively for Greece at the fixed rate of BGN to
EUR. The effects of the translation of the functional
currency of the branches and subcidiaries into the
functional currency of the Group are recognised in
other comprehensive income.

The functional currency of the subsidiary in Turkey
is Euro.

1.8. Interest income and expenses

Interest income and interest expenses are recognised
in the statement of comprehensive income for all
interest-bearing instruments not measured at fair
value through profit or loss, based on the accruals
principal using the effective interest rate (EIR)
method.

The effective interest rate method is a method of
calculating the amortised cost of a financial asset or
liability and allocating interest income or interest
expense over the respective time period. The effective
interest rate is the rate that discounts exactly the
estimated future cash inflows or outflows throughout
the expected lifetime of the financial instrument, or a
shorter period, as appropriate, to the gross carrying
amount of the financial asset or financial liability,

In calculating the effective interest rate the Group
makes an estimate of the cash flows taking into
account all contractual terms and conditions of the
financial instrument (such as, early payment options),
excluding any future loan losses. The calculation
includes all fees, paid or received between the parties
under the contract, which form an integral part of the
effective interest rate, the transaction costs and any
other premiums or discounts.

The fees on the unutilized portion of loans are
deferred (together with the related direct costs) and are
recognised as an adjustment to the effective interest
rate on the respective loans.

Where loans are identified as impaired, the interest
income on them is recognised using the effective
interest rate method on the net book value of the
instrument, i.e. after deduction of the adjustment for
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credit loss. Interest income and respectively, interest
expense, on securities and other discount instruments
includes not only the contractual interest but also
amortisation of premiums or discounts on the
instruments.

1.9. Fee and commission income and expenses

Fee and commission income comprises mainly agent's
commissions, and fees for bank transfers in Bulgarian
leva and foreign currency, for cash transactions, and
for guarantees and letters of credit, and are recognised
under the accrual principle or on the transfer date, as
appropriate.

The Group has identified the following four
performance obligations under IFRS 15:

e Transaction-related services — revenue is
recognised at a certain point in time since the
customer simultaneously receives and
consumes the transaction benefits due to the
short-termn period of performance of the
service. The fees for these services are
determined according to the Group's Tariff
and represent a fixed amount per transaction
that corresponds to the value of the benefit
transferred to the customer. Considering
these circumstances, the Group uses the
practical expedience in IFRS 15, par. B16, to
recognise revenue upon performing the
transaction at an amount equal to that which
it has the right to withhold in accordance with
the Tariff.

» Issuance of guarantees and letters of credits —
revenue is recognised at a certain point in
time when the customer simultaneously
receives and consumes the benefits. The fees
for these services are fixed amounts
calculated according to the value of the
guarantee or letter of credit. When benefits
are transferred to the customer evenly over
the duration of the contract, the Group applies
a straight-line method to measure the progress
of the contract leading to straight-line
amortisation of the fees for the agreed period.

e Maintenance of deposits — revenue is
recognised at a certain point in time since the
customer simultaneously receives and
consumes the benefits. The fees for these
services are determined according to the
Group's Tariff and represent a fixed monthly
amount that reflects the value of the benefit
transferred to the customer. Considering
these circumstances, the Group uses the
practical expedience in [IFRS 15, par. B16, to
recognise revenue upon performing the
transaction at an amount equal to that is has

the right to withhold in accordance with the
Tariff.

®  Activities as an agent, for which the Group
receives agent’s commissions — revenue is
recognised at a certain point in time upon
provision of the service since the Group
operates as an agent. The Group recognises
revenue equal to the amount of the agent’s
commission due for the performance of the
mediation service. The commission fee is the
net amount that is withheld by the Group afier
paying the portion due to a third party for
which the Group mediates.

1.10. Financial assets
1.10.1. Initial recognition and measurement

Financial assets are classified, at initial recognition,
as:

¢ subsequently measured at amortised cost;

* subsequently measured at fair value through
other comprehensive income (FVOCI); or

¢ subsequently measured at fair value through
profit or loss (FVPL).

The classification of financial assets at initial
recognition depends on the financial asset’s
contractual cash flow characteristics and the Group’s
business model for managing them.

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 an
instrument level.

The Group’s business model for managing financial
assets refers to how it manages its financial assets in
order to generate cash flows. The business model
determines whether cash flows will result from
collecting contractual cash flows, selling the financial
assets, or both.

Purchases or sales of financial assets that require
delivery of assets within a time frame established by
regulation or convention in the market place (regular
way trades), are recognised on the trade {transaction)
date, i.e., the date that the Group commits to purchase
or sell the asset,

The Group initially measures a financial asset at its
fair value plus, in the case of a financial asset not at
fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant
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financing component and for which the Group has
applied the practical expedient are measured at the
transaction price determined under I[FRS 15. Refer to
the accounting policies under IFRS 15 in section 1.9.
Fee and commission income and expenses.

1.10.2. Subsequent measurement

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

» financial assets at amortised cost (debt
instruments);

¢ financial assets at fair value through other
comprehensive income (FVOCI) with
‘recycling’ of cumulative gains and losses
(debt instruments);

o financial assets designated at fair value
through other comprehensive income
(FVOCI) with no ‘recycling’ of cumulative
gains and losses upon derecognition (equity
instruments}; and

¢ financial assets at fair value through profit or
loss (FVPL).

(a) Financial assets at amortised cost (debt
instruments)

This is the category most relevant to the Group. The
Group measures financial assets at amortised cost 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

* 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.

Amortised cost is the amount at which an instrument
is measured at initial recognition adjusted by the
principal repayments and the cumulative
amortisation using the effective interest method of
any difference between that initial amount and the
maturity amount and, for financial assets, adjusted
for any loss allowance. Gains and losses are
recognised in profit or loss when the asset is
derecognised, modified or impaired.

The Group’s financial assets at amortised cost
include amounts due from banks, loans to customers
and investment in finance leases, trade receivables,
and loans to related parties.

(b) Financial assets at fair value through other
comprehensive income (FVOCI) with “recycling”
(debt instruments)

The Group measures debt instruments at fair value
through other comprehensive income if both of the
following conditions are met:

e the financial asset is held within a business
model with the objective of both holding to
collect contractual cash flows and selling; 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.

For debt instruments at fair value through other
comprehensive income, interest income, foreign
exchange gains and losses, and impairment losses or
reversals are recognised in the profit or loss and
computed in the same manner as for financial assets
measured at amortised cost. The ECL for debt
instruments measured at FVOCI do not reduce the
carrying amount of these financial assets in the
statement of financial position, which remains at fair
value. Instead, an amount equal to the allowance that
would arise if the assets were measured at amortised
cost is recognised in OCI as an accumulated
impairment amount, with a corresponding charge to
profit or loss. The remaining fair value changes are
recognised in other comprehensive income. Upon
derecognition, the cumulative fair value change
recognised in other comprehensive income is
recycled to profit or loss.

The Group’s debt instruments at fair value through
other comprehensive income include investments in
debt instruments listed/traded on regulated markets.

(¢} Financial assets at fair value through other
comprehensive  income  (FVOCI) without
“recycling” (equity instrumenis)

Upon initial recognition, the Group can elect to
classify irrevocably its equity investments as equity
instruments designated at fair value through other
comprehensive income when they meet the
definition of equity under IAS 32 Financial
Instruments: Presentation and are not held for
trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never
recycled to profit or loss. Dividends are recognised
as other income in the income statement when the
right of payment has been established, except when
the Group benefits from such proceeds as a recovery

21



Notes to the consolidated financial statements (tables in BGN*000)

of part of the cost of the financial asset, in which
case, such gains are recorded in other comprehensive
income. Equity instruments designated at fair value
through other comprehensive income are not subject
to impairment assessment.

(d} Financial assets at fair value through profit or
loss (FVPL)

Financial assets at fair value through profit or loss
include financial assets held for trading, financial
assets designated upon initial recognition at fair
value through profit or loss, or financial assets
mandatorily required to be measured at fair value
through profit or loss. Financial assets are classified
as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term.
Derivative financial instruments are also classified
as held for trading unless they are designated as
effective hedging instruments. Financial assets with
cash flows that are not solely payments of principal
and interest are classified and measured at fair value
through profit or loss, irrespective of the business
model.

Notwithstanding the criteria for debt instruments to
be classified at amortised cost or at fair value through
other comprehensive income, as described above,
debt instruments may be designated at fair value
through profit or loss on initial recognition if doing
so eliminates, or significantly reduces, an accounting
mismatch.

Financial assets at fair value through profit or loss
are carried in the statement of financial position at
fair value with net changes in fair value recognised
in the income statement.

This category includes also derivative instruments
and listed equity investments which the Group has
not irrevocably elected to classify at fair value
through OCIL Dividends on such equity investments
are also recognised as other income in the income
statement when the right of payment has been
established.

This category also includes loans granted to
customers at fair value through profit or loss.

1.10.3. Derecognition

A financial asset (or, where applicable, a part of a
financial asset or a part of a group of similar financial
assets) is derecognised (i.e. removed from the
Group’s statement of financial position) when:

. bank

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

¢ the Group 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 Group has transferred
substantially all the risks and rewards of the
asset, or (b) the Group has neither
transferred nor retained substantially all the
risks and rewards of the asset, but has
transferred control of the asset,

When the Group 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 asset, nor transferred control of the asset, the
Group continues to recognise the transferred asset to
the extent of its continuing involvement. In that case,
the Group also recognises an associated liability. The
transferred asset and the associated liability are
measured on a basis that reflects the rights and
obligations that the Group 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 consideration that the
Group could be required to repay.

1.11, Impairment of financial assets

The Group recognises an allowance for expected
credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based
on the difference between the contractual cash flows
due and all the cash flows that the Group expects to
receive, discounted at the original effective interest
rate. The expected cash flows will include cash flows
from the sale of collateral held or other credit
enhancements that are integral to the contractual
terms.

ECLs are recognised in two stages. For credit
exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs
are provided for credit losses that result from default
events that are possible within the next twelve
months. For those credit exposures for which there
has been a significant increase in credit risk since
initial recognition, a loss allowance is required for
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credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default.

For amounts due from banks and debt instruments at
fair value through other comprehensive income, the
Group applies impairment based on the
counterparty’s credit rating.

At every reporting date, the Group evaluates whether
the debt instrument is considered to have low credit
risk using all reasonable and supporiable information
that is available without undue cost or effort. In
making that evaluation, the Group reassesses the
internal credit rating of the debt instrument. In
addition, the Group considers whether there has been
a significant increase in credit risk when contractual
payments are more than 30 days past due.

The Group’s debt instruments at fair value through
other comprehensive income consit solely of quoted
bonds. It is the Group’s policy to measure ECLs on
such instruments on a 12-month basis. However,
when there has been a significant increase in credit
risk since origination, the allowance will be based on
the lifetime ECL. The Group uses ratings both to
determine whether the debt instrument has
significantly increased in credit risk and to estimate
ECLs.

The Group considers a financial asset in default
when contractual payments are 90 days past due.
However, in certain cases, the Group may also
consider a financial asset to be in default when
internal or external information indicates that the
Group is uniikely to receive the outstanding
contractual amounts in full before taking into
account any credit enhancements held by the Group.
A financial asset is written off when there is no
reasonable expectation of recovering the contractual
cash flows.

The Group removes its risk exposures from the
balance sheet depending on the type of the
receivable, the number of days in delay of payments
and the collateral coverage of the exposure.

Credit exposures to corporate clients are removed
from the Group’s balance sheet by decision of the
Impairment Committee based on a specific and
substantiated proposal by the SME Collection and
Asset Management Department.

Based on IFRS 9 requirements and historical data,
credit exposures to individuals are removed from the
Group’s balance sheet at a loan level automatically
after they become more than 540 days past due, as
well as by foreign companies, part of the 4Finace
Group, and 360 days for the exposures extended by
Vivus.bg EOOD. Whenever the Bank determines

that certain portion of an exposure in Stage 3 is
irrecoverable, it may apply a partial write-down at
any time before the automatic trigger for full write-
off is applied.

Proceeds from sale of loans and collected written-off
loans are reported as decrease in impairment costs.
In certain circumstances renegotiation or
modification of contractual cash flows of a financial
asset may lead to derecognition of the existing
financial asset. Accordingly, the date of modification
ts considered as the date of initial recognition of the
financial asset when the impairment requirements
are applied to the modified financial asset.

If the contractual cash flows on a financial asset are
renegotiated or otherwise modified, but the financial
asset is not derecognised, it cannot be automatically
considered that this financial asset has lower credit
risk. The Group assesses whether there has been a
significant increase in credit risk after initial
recognition on the basis of reasonable and justified
information available without making undue costs or
effort. This includes both historical and forecast
information and credit risk assessment for the
expected lifetime of the financial asset, including
information on the circumstances that have led to the
modification. Evidence that the criteria for
recognising expected credit losses over the lifetime
of the instrument are no longer met may include up-
to-date and timely data on the fulfillment of the
payment obligation under the modified contractual
terms.

1.12. Financial liabilities

1.12.1. Classification, initial recognition and
measurement

Financial liabilities that are neither derivative
instruments, nor financial liabilities originating from
contracts for transfer of financial assets, nor
liabilities under financial guarantees or such that
have been designated upon initial recognition as at
fair value through profit or loss, are classified and
reported at amortised cost.

Initially, financial liabilities are recognised at fair
value and in the case of loans and borrowings and
payables, net of directly attributable transaction
costs.

The financial liabilities of the Group consist of loans,

borrowings, derivative financial instruments and
trade and other payables.
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1.12.2. Subsequent measurement

The measurement of financial liabilities depends on
their classification, as described below:

(a} Financial liabilities at fair value through profit
or loss (FVPL)

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and
financial liabilities designated upon initial
recognition as at fair value through profit or loss.

Financial labilities are classified as held for trading
if they are incurred for the purpose of repurchasing
in the near term. This category includes derivative
financial instruments entered into by the Group that
are not designated as hedging instruments in hedge
relationships as defined by IAS 39/IFRS 9.

Gains or losses on liabilities held for trading are
recognised in the income statement.

Financial liabilities designated wupon initial
recognition as at fair value through profit or loss are
designated at the initial date of recognition, and only
if the criteria in IFRS 9 are satisfied. The Group has
not designated any financial liabilities as at fair value
through profit or loss.

(b) Financial liabilities at amortised cost (loans,
borrowings and current trade payables)

This is the category most relevant to the Group. After
initial recognition, interest-bearing loans and
borrowings are subsequently measured by the Group
at amortised cost using the effective interest rate
method. Gains and losses are recognised in 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 an integral part of the effective interest
rate. The EIR amortisation is included as finance
costs in thse income statement,

This category generally applies to interest-bearing
loans and borrowings. For more information, refer to
Note 23 and Note 24.

1.12.3. Derecognition

A financial liability is derecognised when the
obligation under 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 ftreated as the
derecognition of the original liability and the
recognition of a new liability.

1.13. Offsctting of financial assets and liabilities

Financial assets and liabilities are offset and are
carried at their net amount in the Group's statement
of financial position, if and only if there is legal right
to offset the recognised amounts, and when there is
an intention to settle them at maturity on net basis
and the realisation of the assets and the settlement of
the liabilities can be done simultancously.

1.14. Issued capital

The issued capital of the Group is the issued capital
of the Bank and is stated at the nominal amount of
shares. Inherent costs directly relating to the issue of
new shares or options, or to the acquisition of
businesses, are taken to equity in decrease of
proceeds, net of taxes.

1.15. Property and equipment

Equipment and other tangible assets are carried at
historical cost less any depreciation and impairment.
The historical cost includes expenses directly related
to the acquisition of the tangible assets.

Any subsequent costs are included in the carrying
amount of a tangible asset or are recognised as a
separate asset only when it is probabie that the latter
will bring future economic benefits to the Group and
its cost can be measured reliably. All costs for
current repair and maintenance are recognised in the
statement of comprehensive income as incurred.

Depreciation is charged under the straight-line
method over the useful life of the asset. The residual
amount of the asset and its useful life are reviewed
and adjusted as appropriate at each balance sheet
date.

The annual depreciation rates are as follows:

Buildings 4%
Equipment (computers and periphery) 25%
Leasehold asset improvements 15%
Other tangible assets 15%

Assets that are subject to depreciation are reviewed
for impairment when events or changes in
circumstances indicate that their carrying amount
may not be recoverable.
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The carrying amount of the asset is written down to
its recoverable amount if the carrying amount is
higher than the asset's estimated recoverable amount.
The recoverable amount is the higher of the asset's fair
value less the costs to make the sale and the value in
use.

Gains and losses on disposal of property and
equipment are determined by comparing the proceeds
from the disposals and the carrying amounts of the
respective assets. These are included in profit or loss.

The depreciation rate adopted in respect of leasehold
improvements is based on the lower of the useful life
of the assets and the remaining term of the lease
contract.

1.16. Intangible assets

Intangible assets comprise mainly software and are
stated at  historical cost less accumulated
amortisation and impairment. Amortisation is
charged under the straight-line method over the
useful life of the asset. The residual amount of the
asset and its useful life are reviewed and adjusted as
appropriate at each financial statements date.

The annual amortisation rates are as follows:

Software 10-33%
Other assets 25%

1.17. Assets acquired from foreclosure on
collaterals

The Group classifies assets repossessed against loans
as assets acquired from foreclosure on collateral.
Their revaluation is based on an independent valuet's
assessment. Assets acquired against debt are sold as
quickly as is appropriate and sales revenue is
recognised in other income net of the carrying amount
of the asset sold.

Repossessed assets are classified in a separate line in
the statement of financial position. Initially, they are
measured at acquisition cost. The cost of acquisition
includes also other costs directly related to the
acquisition of the asset. Subsequently, the assets
acquired are measured at the lower of cost and net
realisable value.

Net realisable value is the estimated selling price in
the ordinary course of business less costs necessary to
make the sale. The estimate of net realisable value is
based on the most objective evidence available at the
time of the evaluation. A new estimate of the net
realisable value is made for each subsequent reporting

period. Where circumstances, which resulted in a
reduction in the value of the asset below the
acquisition cost, no longer exist or where there is clear
evidence of increase in net realisable value due to a
change in the economic situation, the amount of the
decrease is adjusted.

1.18. Cash and cash equivalents

For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand and cash in
bank accounts held with central banks, cash in nostro
accounts held with other banks, as well as deposits
with banks with original maturity of less than three
months, Cash and cash equivalents do not include
encumbered assets

1.19. Income tax

Current income tax is calculated in accordance with
the requirements of the Bulgarian tax legislation —
the Corporate Income Tax Act and the Romanian and
Greek tax legislation with respect to the income tax
of the Romania branch and subsidiaries, and Greek
branch, respectively. The nominal tax rate applicable
in Bulgaria in 2025 is 10% (2024: 10%), the tax rate
applicable in Romania is 16% (2024: 16%), and the
tax rate applicable for Greece is 22% (2024; 22%).
Current tax for the reporting period is based on the
taxable profit for the year at the tax rates in effect as
at the balance sheet date. Tax expenses, other than
income tax, are included in other operating costs.

Deferred tax is provided using the balance method for
all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their
carTying amounts,

Deferred tax liabilities are recogmised for all taxable
temporary differences.

Deferred tax assets are recognised for all deductible
temporary differences and for carry-forward tax loss,
to the extent it is probable that they will reverse and
that sufficient taxable profit or taxable temporary
differences against which such deductible
differences can be utilised, will be available in the
future.

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 balance
sheet date.
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Deferred tax assets and deferred tax labilities are
offset by the Group, 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 the same taxable entity
and the same taxation authority.

1.20. Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events and it is more likely than not that an
outflow of resources will be required to settle the
liability, and the liability can be measured reliably.

1.21. Leases
1.21.1. The Group as a lessee
(a) Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for
any remeasurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred,
and lease payments made at or before the
commencement date, an estimate of costs to be
incurred by the lessee in dismantling and removing
the underlying asset, restoring the site on which it is
located or restoring the underlying asset to the
condition required by the terms and conditions of the
lease, less any lease incentives received.

Right-of-use assets are depreciated on a straight-line
basis over the shorter of the lease term and the
estimated useful lives of the assets, as follows:

Motor vehicles and other equipment 4 years
Buildings 7 years

The right-of-use assets are also subject to
impairment. Refer to the accounting policies in
section 1,27, Impairment of non-financial assets.

(b) Lease liabilities

At the commencement date of the lease, the Group
recognises lease liabilities measured at the present
value of the lease payments to be made over the lease
term. The lease payments include fixed payments
(including in-substance fixed payments) less any
lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts

expected to be paid under residual value guarantees.
The lease payments also include the exercise price of
a purchase option expected to be exercised with
reasonable certainty, and payments of penalties for
terminating the lease, if the lease term reflects the
Group exercising the option to terminate.

Variable lease payments that do not depend on an
index or a rate are recognised as expenses in the
period in which the event or condition that triggers
the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After
the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the
lease term, a change in the lease payments (e.g.
changes to future payments resulting from a change
in an index or rate used to determine such lease
payments) or a change in the assessment of an option
to purchase the underlying asset.

{(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment {i.c. those leases that have a lease term of
twelve months or less from the commencement date
and do not contain a purchase option). It also applies
the lease of low-value assets recognition exemption
to leases of office equipment and buildings that are
considered to be low value { the values of right-of-
use assets is less than EUR 5,000). Lease payments
on short-term leases and leases of low-value assets
are recognised as expense on a straight-line basis
over the lease term.

1.21.2. The Group as a lessor

Leases in which the Group does not transfer
substantially all the risks and rewards incidental to
ownership of an asset are classified as operating
leases. Rental income arising is accounted for on a
straight-line basis over the lease term and is included
in revenue in the income statement due to its
operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as
rental income. Contingent rents are recognised as
revenue in the period in which they are earned.
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Lease contracts are classified as finance leases when
the Group has transferred to the lessee all material
risks and rewards associated with the leased assets.
Receivables on finance leases are carried in line
Finance lease receivables in the statement of
financial position. The Group applies its accounting
policies for impairment of financial assets when
finance lease contracts are impaired.

1.22. Financial guarantee coniracts

Financial guarantee contracts are contracts that
require the issuer to make specified payment to
reimburse the holder for a loss the holder incurs
because a specified debtor fails to make payments
when they fall due in accordance with the terms of the
debt instrument. Such financial guarantees are issued
to banks, financial institutions and other bodies on
behalf of customers to secure loans, overdrafts and
other bank facilities.

Financial guarantees are initially recognised in the
financial statements at fair value on the date of
issuance of the guarantee. Following initial
recognition, the Bank’s liabilities related to such
guarantees are measured at the higher of: (a) the initial
measurement less the amortisation calculated for the
purpose of recognising in the statement of
comprehensive income the commission income
carned on a straight-line basis throughout the
lifetime of the guarantee and {b) the best estimate of
the expenditure required to settle any financial
obligation arising at the balance sheet date. These
estimates are based on the experience with similar
transactions and history of past losses, supplemented
by the judgement of management.

The expected credit losses relating to financial
guarantees issued are recognised in the statement of
comprehensive income in Credit loss expense on
financial assets.

1.23, Employee benefits

According to the local legislation, the Group is
obliged to make defined contributions to the state
social security fund on behalf of its employees. All
such payments and accrued liabilities are recognised
as an expense in the period they refer to.

Short-term employee benefits include salaries, interim
and annual bonuses, social security contributions and
annual compensated absences for 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 included in the cost of an asset when

service is rendered to the Group and are measured at
the undiscounted amount of the expected cost of the
benefit. Information on short-term employee benefits
is disclosed in Note 8.

Retirement benefit is calculated in accordance with
the local labour legislation applicable in each country
in which the Group companies operate. Based on the
calculations made, the total amount of retirement
benefit provision of the Group is presented in
Note 24.

1.24. Dividends

Dividends are recognised as a liability when a
decision is made by the sole owner of the equity to
distribute dividends.

1.25. Fiduciary assets in custody

The Bank provides services as an investment
intermediary in accordance with the provisions of the
Public Offering of Securities Act. Being an
investment intermediary, the Bank is obliged to
comply with certain requirements for safeguarding
customers’ interests in compliance with the Markets
in Financial Instruments Act and Ordinance 58,
issued by the Financial Supervision Commission.

The Bank keeps assets on behalf of its customers and
in its capacity as investment intermediary. These
assets are not presented in the statement of financial
position as they do not represent Bank’s assets.

1.26. Business combinations and goodwill

Business combinations are reported using the
acquisition method. The cost of an acquisition is
measured as the aggregate of the consideration
transferred, which is measured at acquisition date
fair value, and the amount of any non-controlling
interests in the acquiree. For each business
combination the acquirer measures the non-
controlling interest in the acquiree at fair value or at
the proportionate share in the identifiable net assets
of the acquiree. Costs related to the acquisition are
taken to the profit or loss for the period.

When the Group acquires a business it assesses
whether the financial assets and liabilities acquired
are classified and presented appropriately in view of
the contractual terms and conditions, the economic
conditions, and the relevant circumstances at the
acquisition date. This involves separation of any
embedded derivatives from the host contracts of the
acquiree,

27



Notes to the consolidated financial statements (tables in BGN*000)

. bank

If a business combination is realised in stages, the
fair value at the acquisition of interests held in the
acquiree earlier is remeasured at fair value at the date
of the acquisition through the profit or loss for the
period.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition
date. Subsequent changes in the fair value of the
contingent consideration which is classified as an
asset or a liability, are recognised in accordance with
IFRS 9 Financial instruments.If the contingent
consideration is classified as an equity instrument, it
1s not remeasured until it is ultimately settled within
the equity.

Goodwill is initially measured at cost (being the
excess of the aggregate of the consideration
transferred and the amount recognised for non-
controlling interests and any previous interest held
over the net identifiable assets acquired and
liabilities assumed). If the fair value of the net assets
acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has
correctly identified all of the assets acquired and all
of the liabilities assumed and reviews the procedures
used to measure the amounts to be recognised at the
acquisition date. If the reassessment still results in an
excess of the fair value of net assets acquired over
the aggregate consideration transferred, then the gain
is recognised in profit or loss.

Following initial recognition, goodwill is carried at
cost less any accumulated impairment losses. For
impairment testing, goodwill acquired in a business
combination is allocated, as of the acquisition date,
to each of the cash generating units of the Group that
are expected to benefit from the combination,
regardless of whether other assets and liabilities of
the acquiree have been allocated to these units or not,

When goodwill forms part of a cash generating unit
and some of the operations of this unit are disposed
of, the goodwill associated with the disposed
operation is included in the carrying amount of the
operation when determining the gain or loss on
disposal. Goodwill disposed in this manner is
measured based on the relative values of the disposed
operation and the portion of the cash generating unit
retained.

If the initial accounting for the business combination
is not completed by the end of the reporting period
during which the combination occurs because the
fair values that have to be determined for the
acquiree's identifiable assets acquired and liabilities
taken over, or the amount of the consideration

transferred, or the non-controlling interest can be
determined only provisionally, the Group reports the
combination using these provisional amounts for the
assets and liabilities. The Group recognizes
adjustments to these assets and liabilitics as a result
of the completion of the initial accounting within
twelve months from the acquisition date and
retrospectively from that date.

In combinations involving entities under common
contro] the Group applies the pooling-of-interests
method to account for these transactions. The
carrying amounts of assets and liabilities of the
acquired company are presented as part of the
consolidated camrying amounts of assets and
liabilities of the Group at each reporting date after
the acquisition. The income and expenses of the
acquired company are included in the consolidated
income and expenses from the beginning of the
reporting period in which control is gained, and not
from the moment it was gained. The difference
between any consideration paid and the carrying
amount of the acquired net assets is recognized
directly in the consolidated net assets as retained
earnings.

1.27. Impair/ment of non-financial assets

The carrying amounts of the Group’s non-financial
assets are reviewed at each reporting date to
determine whether there is any indication of
impairment. If any such indication exists, an
impairment test is performed and the asset’s
recoverable amount is estimated.

For the purpose of impairment testing, assets which
cammot be tested individually are grouped together
into the smallest group of assets that generate cash
inflows from continuing use that are largely
independent of the cash inflows of other assets or
groups of assets.

The recoverable amount of an asset is the greater of
its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset. Impairment loss is recognized if
the carrying amount of an asset exceeds its
recoverable amount,

Impairment losses are recognized in profit or loss in
the statement of comprehensive income in line
Impairment losses on other assets. An impairment
loss on non-financial assets is reversed only to the
extent that the asset’s carrying amount does not
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exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no
impairment loss had been recognized.
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2. Financial risk management

In performing its activities the Group is exposed to a variety of financial risks: credit risk, counterparty credit risk
for derivative and repo transactions, market risk (including currency risk, interest rate risk and price risk), liquidity
risk, operational risk and environmental, social and governance (ESG) risks. The Group's overall risk management
programme focuses on the unpredictability of the financial markets and seeks to minimise the potential adverse
effects on the Group's financial performance.

The Group's risk management policies are designed to identify and analyse these risks, to set appropriate risk
limits and controls, and to monitor adherence to the risk limits by means of a reliable and up-to-date information
system. The Group regularly reviews its risk management policies and systems to reflect in a timely manner
changes in the markets, products and emerging best practices.

The risk control policy of the Group’s management is aimed at ensuring compliance with the principles of
hierarchy and centralization, and includes:

¢ risk management policy, risk measurement rules and methods, based on both statistical models and
international best banking practices, as also on the historical experience of the Group;

® risk assessment by specialized units of the Group in accordance with the established rules, proposed for
approval and resolution by the management board.

The supervisory board passes decisions on the measures to be taken by the Group with respect to its long-term
risk management policy and strategy.

The risk management process includes the following stages:

* risk identification — definition of its nature and description;

* risk measurement and assessment — methods to measure the risks and to ensure reliable outgoing data for
risk measurement.

Risk management units are responsible for risk mitigation by employing methods based on the definition of
acceptable risk levels (to limit any potential and probable losses), outsourcing, monitoring and other risk
mitigation best practices, and they:

¢ coordinate the work of the departments related to analysis, assessment, supervision, management and
conirol over risk;
develop and implement an internal rating system for the customers of the Group;
develop and implement approaches to meet the requirements of EU Directives, Basel 1Tl and the respective
internal rules,

At present, the Group assesses risk by applying the standardised risk assessment methods.
2.1. Credit risk
2.1.1. General information

The Group is exposed to credit risk, which is the risk that a counterparty will be unable to pay any amounts due
in full and/or when they fall due. At the same time, significant changes in the economy or in the situation in a
particular industry segment that represents a concentration in the Group's pertfolio could result in losses other
than the losses for which ECL allowances are identified by the Group's management as at the financial statements
date. Management manages carefully the Group's exposure to credit risk.

The Group structures the levels of credit risk it undertakes by placing limits on the amount of acceptable risk in
relation to its exposure to one borrower or a group of borrowers, as also by geographical regions and industry
segments. Such risks are monitored regularly and are subject to annual or more frequent review.
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The main exposures of the Group are towards governments, banks and customers who have received loans or
have issued securities purchased by the Group. In measuring the credit risk on these exposures the Group considers
the following components:

international ratings awarded by recognised rating agencies;

assessment of the financial position of the individual debtor;

ability of the debtor to secure sufficient funds for regular repayment of its future payables to the Group,
servicing of past liabilities of the debtor to the Group and/or to other institutions;

type and amount of security for the balance sheet exposures and the contingent liabilities of the customer.

The Group manages the credit risk on amounts provided to customers, banks and governments through a
comprehensive set of policies and procedures to ensure that all aspects of credit risk are adequately covered.
Financial risk is assessed following detailed analysis of the financial statements of the borrower/guarantor, based
on a system of creditworthiness indicators.

The market component of credit risk is assessed based on the economic characteristics/prospects of the relevant
market and the competitive position of the prospective borrower.

2.1.2. Risk mitigation and risk limit control policies

The Group manages limits and controls the concentration of credit risk in respect of counterparties, groups and
industries in each particular case of risk identification.

The Group has set credit approval levels in order to manage credit risk. Depending on the amount of the loan
application, credits shall be referred to the appropriate level for approval. The Group assesses financial, market
and business risks, and structures adequately the transactions. Credit risk is measured using a detailed analysis of
the borrower's or guarantor’s financial statements based on a system of indicators measuring their
creditworthiness.

The exposure to each borrower, including banks and intermediaries, is further limited by sub-limits covering on-
balance sheet exposures, contingent liabilities and irrevocable commitments, and day-to-day risk limits relating
to trading positions, such as forward and swap contracts. Actual exposures to the relevant limits are monitored on
an ongoing basis. The exposure to credit risk is managed through a constant analysis of the ability of the borrowers
and potential borrowers to cover their liabilities and, where appropriate, by changing credit limits.

2.1.3. Exposures classification

Risk exposures are evaluated and classified based on the credit risk level, the period of delay of the amounts due,
the analysis of the financial position of the debtor and the main sources for repayment of the debtor's liabilities.
The assessment of the financial position includes qualitative and quantitative analyses taking into account all
circumstances which may affect debt repayment according to the terms of the loan agreement. Risk exposures on
loans extended to individuals are measured and classified completely based on the defaults on any amounts due.

The Group’s risk exposures are classified in three groups by applying the criteria for the levels of credit risk in
IFRS 9, namely Stage 1, Stage 2 and Stage 3.

Stage 1 exposures are serviced regularly and the information on the borrower’s financial performance provides
no grounds to assume that the borrower will not be able to pay off the liability in full. These exposures meet all
of the following criteria;

e exposures in arrears — up to 30 days past due;
e exposures with no proof of financial difficulties of the borrower;
e exposures not defined as forborne.

Stage 2 exposures meet all of the following criteria:
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exposures in arrears — from 31 to 90 days;
exposures for which there is no proof of financial difficulties of the borrower;
exposures defined as forborne in accordance with Commission Implementing Regulation (EU) 2015/1278
of 9 July 2015 amending Implementing Regulation (EU) 680/2014, laying down implementing technical
standards with regard to supervisory reporting of institutions as regards instructions, templates and
definitions. A forborme exposure is an exposure for which either of the following conditions is met:

- the term extension has not led to classifying the exposure as non-performing;

- the exposure was not considered non-performing at the date of the forbearance extension.

Stage 3 comprises exposures where there are significant weaknesses in their service or there is a serious
deterioration in the financial situation of the borrower, which may cast doubts as to the full repayment of the
liability. The following criteria apply cumulatively for these exposures:

exposures that meet the recognition criteria for Stage 3, corresponding to the existing initial [FRS 9
impairment mechanisms that are considered to result in loss for the Group;

all non-performing exposures (NPL) as per the definition of the Group — non-performing for more than
90 days after their maturity date;

a material liability of the debtor to the Bank has been past due for more than 90 days. A liability is
considered material when either of the following conditions is met:

- for debtors in the Retail Banking segment - a maximum amount of EUR 5 or BGN 10 or RON 25
of the amount of individual arrears, but not more than EUR 100 or their equivalent in national
currency from the sum of all overdue amounts due by the debtor from its group exposure.;

- for debtors in the Business Barking segment - a maximum amount of BGN 100, EUR 50 or RON
250 of the amount of individual arrears, but not more than EUR 500 or their equivalent in national
currency from the sum of all overdue amounts due by the debtor from its group exposure;

- the baseline scenario shows that it is unlikely that the debtor will fully repay its loan liabilities to
the Bank without recourse to actions such as collateral foreclosure.

On-balance sheet exposures that have occurred as a result of the implementation of off-balance sheet engagements

(guarantees) are classified as Stage 2 or Stage 3 exposures.

The loans to customers are summarised as follows:

At 31 December 2025 Not past due Past due Non- performing, Total
individually
.................................................... impaired )
Stage 1 2,505,994 249,596 - 2,755,590
Stage 2 11,664 120,711 - 132,375
Stage 3 6,306 212,731 1,668 220,705
Gross amount 2,523,964 583,038 1,668 3,108,670
Less: allowance for ECL {80,412) {159,727) (723) (240,862)
Carrying amount 2,443,552 423,311 945 2,867,808
At 31 December 2024 Not past due Past due Non- performing, Total
individually
____________________________________________________ impaired @ .
Stage 1 2,022,952 185,102 - 2,208,054
Stage 2 22,366 91,121 - 113,487
Stage 3 12,328 222,122 2,229 236,679
Gross amount 2,057,646 498,345 2,229 2,558,220
Less: allowance for ECL (69,303) (172,074) (1,570) (242,947)
Carrying amount 1,988,343 326,271 659 2,315,273
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The net investment in finance leases is summarised as follows:

At 31 December 2025 Not past due Pastdue  Non- performing, Total
individualiy
_______________________________________________________ impaired
Stage 1 - - = =
Stage 2 84 38 - 122
Stage 3 25 105 - 130
Gross amount 109 143 — 252
Less: allowance for ECL (29) (107} — (136)
Carrying amount 80 36 — 116
At 31 December 2024 Not past due Past due Non- performing, Total
individually
...................................................... impaired 0.
Stage 1 11 - - 11
Stage 2 138 56 - 194
Stage 3 54 2,919 — 2,973
Gross amount 203 2,975 - 3,178
Less: allowance for ECL (33) (1,170) — (1,203)
Carrying amount 170 1,805 — 1,975

*} Non-performing, individually impaired exposures include SME loans which based on the Group’s policy are
tested for impairment on individual basis.

The total allowance for ECL on credits and advances is BGN 239,070 thousand (2024: BGN 244,150 thousand).
Allowances accrued for individually assessed financial assets amount to BGN 723 thousand (2024: BGN 1,980
thousand) and those accrued on collective basis amount to BGN 238,347 thousand (2024: BGN 242,170
thousand). Further details of the allowance for ECL on credits and advances is given in Note 16.

In 2025, loans to customers extended by the Group, before impairment, grew by 21.41% compared to the previous
year. In order to effectively manage credit risk, the Group continues to actively engage in renegotiation,
restructuring and closure of existing risk exposures.

Loans to customers that are not past due

Loans to customers and finance lease receivables that are neither past due nor impaired individually are
presented in the table below grouped according to type:

At 31 December 2025 Corporate Individuals Finance Total
........... customersi.. oo 0 dlionie il silileasesty il o L)l

Stage 1 445,546 2,060,448 - 2,505,994
Stage 2 3,983 7,681 84 11,748
Stage 3 - 6,306 25 6,331
Gross amount 449,529 2,074,435 109 2,524,073
Less: allowance for ECL (3,239 {77.173) (29) {80.,441)
Carrying amonnt 446,290 1,997,262 836G 2,443,632
Including:

Standard risk loans 449,529 2,067,620 84 2,517,233

Higher risk loans - 6,815 25 6,840
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Higher risk loans are loans which have been overdue in the last six months and are neither past due as of the date
of the financial statements,

At 31 December 2024 Corporate Individuals Finance Total
........... CUSIOMIOrSs.c. i hiiirl b il G S R IOASES L 20 L)
Stage 1 301,754 1,721,198 11 2,022,963
Stage 2 12,284 10,082 138 22,504
Stage 3 322 12,006 54 12,382
Gross amount 314,360 1,743,286 203 2,057,849
Less: allowance for ECL {2,167) {67,136) (33) (69,336)
Carrying amount 312,193 1,676,150 170 1,988,513
Including:
Standard risk loans 302,210 1,694,704 203 1,997,117
Higher risk loans 12,150 48,582 ~ 60,732

The consumer loan portfolio, which represents more than 82.19% (2024: 85.48%) of all receivables that are neither
past due nor individually impaired, is strongly diversified both in terms of number and of amount. The latter
comprises many small exposures without geographic or sector concentration, and is characterised with its short-term
nature and high quality based on past experience. Loans to corporate customers include primarily exposures to small
and medium-sized enterprises of acceptable credit quality and within the Group’s risk appetite. These include loans
secured mainty by mortgages.

Loans granted to customers that are past due

Loans to customers that are neither past due nor individually impaired are divided on the basis of historical analysis
of non-performance of the customers’ obligations. The group bearing higher risk includes exposures past due for
more than 90 days over the last six months as at the date of the financial statements. All other exposures are
included in the group of standard quality of credit risk.

At 31 December 2025 Corporate Individuals Finance Total
.......... customers oo deases
Stage 1 6,684 242,912 - 249,596
Past due up to 30 days 6,684 242912 - 249,596
Stage 2 22,663 98,048 38 120,749
Past due up to 30 days 14311 8,348 38 22,697
Past due from 31 to 60 days 8,077 65,844 - 73,921
Past due from 61 to 90 days 275 23,856 - 24,131
Stage 3 14,479 198,252 105 212,836
Past due up to 90 days 1,062 22,169 - 23,231
Past due more than 90 days 13,417 176,083 105 189,605
Gross amount 43,826 539,212 143 583,181
Less: allowance for ECL (5,689) (154,038) (107) (159,834)
Carrying amount 38,137 385,174 36 423,347
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At 31 December 2024 Corporate Individuals Finance Total
__________ customers . leases ...
Stage 1 3,481 181,621 - 185,102
Past due up to 30 days 3,481 181,621 - 185,102
Stage 2 9,432 81,689 56 91,177
Past due up to 30 days 2,047 8,262 - 10,309
Past due from 31 to 60 days 7,286 53,227 - 60,513
Past due from 61 to 90 days 99 20,200 56 20,355
Stage 3 15,404 206,718 2,919 225,041
Past due up to 90 days 618 16,842 - 17,460
Past due more than 90 days 14,786 189,876 2,919 207,581
Gross amount 28,317 470,028 2,975 501,320
Less: allowance for ECL (3,105) {168,969) (1,170} (173,244)
Carrying amount 25,212 301,059 1,805 328,076

According to the internal rules and policies, when a classified exposure is secured by high liquid collateral, the
Group assesses individually that corporate loans and calculates a provision for impairment in the presence of
expected and/or objective evidence of impairment. Consumer loans and retail loans are considered to have
portfolio impairment indicators, with credit quality being determined on the basis of an analysis of the days past

due and the respective scope of the delay.

Non-performing loans to customers impaired individually

At 31 December 2025 Corporate Individuals Finance Total
......... castomers leases ...
Stage 1 = — — —
Stage 2 — — - -
Stage 3 1,668 = — 1,668
Gross amount 1,668 - - 1,668
Less: allowance for ECL (723) = = {723)
Carrying amount 945 = = 945
At 31 December 2024 Corporate Individuals Finance Total
......... customers . deases
Stage 1 - — - -
Stage 2 — — - -
Stage 3 2,229 — — 2,229
Gross amount 2,229 — = 2,229
Less: allowance for ECL (1,570) o= — {1,570)
Carrying amount 659 - - 659

For individually assessed accounts, loans are treated as impaired as soon as expected and/or objective evidence
indicates that an impairment loss has been incurred.

Movement between stages

The following tables illustrate the movement in 2025 between the stages of loans extended to corporate customers,
showing gross amounts and ECL:
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______________ Stagel _ Stage2 _ Stage3 Total
Gross amount at 01.01.2025 305,245 21,910 20,928 348,083
Newly extended or purchased loans 320,997 - — 320,997
Closed loans (138,634) (2.827) (2,447) (143,908)
Transfers to Stage 1 20,324  (20,170) (154) =
Transfers to Stage 2 {41,993) 42,479 (486) -
Transfers to Stage 3 (3,339)  (13,551) 16,890 =
Changes in loans with unchanged stage (3,766) {566) (6,210) (10,542)
Collection of receivables under Stage 3 loans — — (208) (208)
Loans written off — - {11,540) (11,540)
Foreign currency differences (6,604) {(507) (496) {7,607)
Gross amount as at 31.12.2025 452,230 26,768 16,277 495,275

_____________ Stagel _ Stage2 _ Stage3  _ Total
Allowance for ECL at 01.01.2025 2,550 659 4,835 8,044
Newly extended or purchased loans 4,826 = = 4,826
Closed loans (738) (88) {1,128) (1,954)
Transfers to Stage 1 327 (285) (42) =
Transfers to Stage 2 (2,109) 2,271 {162) -
Transfers to Stage 3 (1,843) (2,991) 4,834 —
Impairment of loans with unchanged stage 480 1,868 8,778 11,126
Collection of receivables under Stage 3 loans — - (135) {135)
Loans written off - - {11,794 (11,794)
Foreign currency differences {66} (24} (236) {326)
Allowance for ECL as at 31.12.2025 3,427 1,410 4,950 9,787

The following tables illustrate the movement in 2024 between the stages of loans extended to corporate customers,
showing gross amounts and ECL.:

s Stageliiy, Stage2 | Stage3 ... Total
Gross amount at (1.01.2024 269,687 13,416 24,886 307,989
Newly extended or purchased loans 192,725 - - 192,725
Closed loans (96,322) 3477 ()] (99,859)
Transfers to Stage 1 6,430 (2,711) (3,719) —
Transfers to Stage 2 (25,891) 30,825 (4,934) -
Transfers to Stage 3 (4,826) (14,358) 19,184 —
Changes in loans with unchanged stage (36,620} (1,789) (7,832) (46,241}
Collection of receivables under Stage 3 loans - = (623) (623)
Loans written off = = {5,980) (5.980)
Foreign currency differences 62 4 6 72
Gross amount as at 31.12,2024 305,245 21,910 20,928 348,083
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oo Stagel Stage2 Stage3 _ Total
Allowance for ECL at 01.01.2024 1,903 930 4,730 7,563
Newly extended or purchased loans 2,238 - — 2,238
Closed loans {959) (86) (44) (1,089)
Transfers to Stage 1 629 (334) (295) =
Transfers to Stage 2 (1,330) 1,426 (96) =
Transfers to Stage 3 (520) (2,215) 2,735 -
Impairment of loans with unchanged stage 589 938 4,004 5,531
Collection of receivables under Stage 3 loans o= - (219) (219)
Loans written off - - {5,980) {5,980)
Foreign currency differences - = = =
Allowance for ECL as at 31.12.2024 2,550 659 4,835 8,044

The following tables illustrate the movement in 2025 between the stages of loans extended to individuals, showing
gross amounts and ECL:

........ Stagel  Stage2  Stage3  Total
Gross amount at 01.01,.2025 1,902,820 91,771 218,724 2,213,315
Newly extended or purchased loans 1 687 940 = - 1687940
Closed loans (459 584) (16 360) (131 439) (607 383)
Transfers to Stage 1 33079 (26 477) (6 602) =
Transfers to Stage 2 (133 685) 135 638 (1 953) -
Transfers to Stage 3 (156 456) (53 567) 210023 —
Amendment of loans with unchanged stage (562 279) (25 091) 194 577 {392 793)
Collection of receivables under Stage 3 loans - = (26 324) (26 324)
Loans written off - —  {252003) (252 063)
Foreign currency differences (8,475) (185) (385) {9,045)
Gross amount as at 31.12.2025 2,303,360 105,729 204,558 2,613,647

e Staged Stage2  Stage3 Total
Allowance for ECL at 01.01.2025 74,592 31,195 130,319 236,106
Newly extended or purchased loans 59,606 - — 59,606
Closed loans (22,821) (127) 1,814 {21,134)
Transfers to Stage 1 10,745 (7,529) (3,216} =
Transfers to Stage 2 (18,858) 19,652 (794) —
Transfers to Stage 3 (19,425) (14,998) 34,423 -
Impairment of loans with unchanged stage 12,848 7,449 214,162 234,459
Collection of receivables under Stage 3 loans - — {21,284) {21,284)
Loans written off - —  (252,063) (252,063)
Foreign currency differences (540) (82) (3,857) (4,479)
Allowance for ECL at 31.12.2025 96,147 35,560 99,504 231,211

The following tables illustrate the movement in 2024 between the stages of loans extended to individuals, showing
gross amounts and ECL:
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Notes to the consolidated financial statements (tables in BGN’000)

ennuStagel Stage2 | Stage3 .. Total
Gross amount at 01.01.2024 1,522,225 70,116 154,947 1,747,288
Newly extended or purchased loans 1,383,504 1,383,504
Closed loans (197,625) {11,045) (95,291) (303,961)
Transfers to Stage 1 15,719 (9,267) (6,452)
Transfers to Stage 2 (75,729) 76,349 {620)
Transfers to Stage 3 (131,885) {19,082) 150,967
Amendment of loans with unchanged stage (613,460) (15,302) 163,203 (465,559)
Collection of receivables under Stage 3 loans - - (12,700) (12,700)
Loans written off - (135,333) (135,333)
Foreign currency differences 71 2 3 76
Gross amount as at 31.12,2024 1,902,820 91,771 218,724 2,213,315
oo Staged Stage2 .. Stage3d ... Total
Allowance for ECL at 01.01.2024 51,552 23,094 93,794 168,440
Newly extended or purchased loans 87,211 87,211
Closed loans (36,260) (4,350) (9,888) {50,498)
Transfers to Stage 1 5,015 (1,965) (3,050)
Transfers to Stage 2 {14,758) 15,022 (264)
Transfers to Stage 3 (39,023) (2,938) 41,961
Impairment of loans with unchanged stage 20,855 2,332 151,186 174,373
Collection of receivables under Stage 3 loans (8,001) (8,001)
Loans written off (135,333) (135,333)
Foreign currency differences (86} (86)
Allowance for ECL at 31.12.2024 74,592 31,195 130,319 236,106

2.1.4. Segmentation and models for calculation of expected credit losses (ECL)

All credit risk exposures are assessed and ranked on the basis of the period of default of the amounts due (principal
and interest) at the level of the customer, in several steps. To begin with, in order to calculate the expected credit
losses, the Group’s portfolio is divided into segments with similar product characteristics. A collective assessment
model is applied to these groups, based on historical data of probability of default (PD), loss given default (LGD)
and exposure at default (EAD). Individual risk exposures that do not fall within any of the above groups are
assessed using individual models.

Collective impairment model

The Group calculates expected credit losses (ECL) for groups of financial assets with similar characteristics by
applying the formula ECL=PD * LGD * EAD. The components of this formula are calculated differently
depending on the credit risk stage of the exposures (see Exposures classification above).

For Stage 1, an estimate of the expected loss over the next twelve months is made on the basis of:

» twelve-month indicators for the probability of default value:
v" late payments by conducting an analysis of the migration from one period to another according
to days past due by products and groups, by number of days past due from one period to another;
v" calculation of late payments through a migration matrix,

¢ calculation of loss given default based on:
v cash flows from collection of receivables through a “vintage” analysis of the historical cash
flows from collection of receivables;
v collateral details based on an analysis of the receivables recovery;
v analysis of the historical collection levels.
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