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Combined half-year financial statements as of June 30, 2026

A. Combined statement of comprehensive income

Appen- | lst half of [ 1st half of
KEUR dix 2026 2025
Revenue 10 20,015 15,751
Changes in inventories 1,263 880
Other operating income 11 68 507
Cost of materials 12 (9,799) (8,149)
Personnel expenses 13 (8,667) (7,403)
Other operating expenses 14 (3,197) (3,415)
EBITDA (31 (1,830)
Depreciation 15 (1M3) (988)
Earnings before interest and taxes (EBIT) (1,424) (2,817)
Net interest income (282) (327)
Financial result (282) (327)
Earnings before taxes (EBT) (1,706) (3144)
Taxes on income (47) 15
Earnings after taxes (EAT) (1,747) (3,029)
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B. Combined balance sheet (Assets)

Appen-

KEUR dix 30.06.2026| 31.12.2025
Assets

Non-current assets 8,215 8,836
Intangible assets 196 348
Property, plant and equipment 16 3,434 3,726
Rights of use 17 3787 4183
Other financial assets 647 438
Deferred tax assets 151 141
Current assets 16,158 14,934
Inventories 18 5,505 4782
Trade receivables 6,729 4,674
Other financial assets 58 58
Other assets 19 2,546 1,151
Cash and cash equivalents 1,321 4,268
Total assets 24,373 23,770




Combined half-year financial statements as of June 30, 2026

C. Combined balance sheet (Liabilities)

Appen-

KEUR dix 30.06.2026 31.12.2025
Liabilities

Equity 118 1,865
Subscribed capital 50 50
Retained earnings including profit and loss carried forward 1,815 2,477
Result (1,747) (662)
Shares of the owners of the parent company 18 1,865
Debts 24,255 21,905
Long-term debt 7,725 5,046
Other provisions 20 551 681
Financial liabilities 21 3273 0
Lease liabilities 22 3,320 3,691
Deferred tax liabilities 581 674
Short-term debt 16,530 16,859
Other provisions 20 1141 1,715
Income tax liabilities 15 15
Financial liabilities 21 789 2,763
Contract liabilities o] 1,956
Lease liabilities 22 845 819
Trade payables 23 12,351 8,046
Other non-financial liabilities 1,289 1,445
Total equity and liabilities 24,373 23,770
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D. Combined cash flow statement

Appen- 1st half of 1st half of
KEUR dix 2026 2025
Earnings before taxes (EBT) (1,706) (3144)
Depreciation and amortization of intangible assets
and property, plant and equipment 15 654 673
Depreciation of right-of-use assets (IFRS 16) 459 315
Net financial expenses 282 327
Other non-cash transactions/income from negative
differential amounts 0 (503)
Increase (-) / decrease (+) in inventories, receivables
and other assets 16-17 (4172) (1,476)
Increase (-) / decrease (+) in other financial assets 18 (209) 0
Changes in provisions 20 (705) (432)
Increase (+) / decrease (-) in liabilities and other liabil-
ities 2,192 5,151
Income taxes paid (142) (138)
Operating cash flow (3,347) 772
Interest paid (291) (343)
Interest Received 10 16
Cash flow from operating activities (3,629) 445
Disbursements for investments in intangible assets 16 (8) 0
Payments for investments in property, plant and
equipment 16 (204) (120)
Proceeds from disposals of property, plant and
eguipment 16 3 0
Cash flow from investing activities (209) (126)
Payments from the incurring of financial debt 2] 4,062 0
Disbursements for the repayment of financial liabili-
ties 21 (2,763) (535)
Payments for the repayment of lease liabilities 22 (409) (290)
Cash flow from financing activities 890 (825)
Net change in cash and cash equivalents (2,948) (506)
Cash at the beginning of the reporting year 4268 1156
Cash at the end of the reporting year 1321 650
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E. Combined statement of changes in equity (net assets)

Combined equity
attributable to the Private Assets Group
Retained
earnings
Subscribed | including | Combined re-
. - Total
capital profit car- sult
ried for-
ward
KEUR
Status as of 01.01.2025 50 3,022 (545) 2,527
Profit carried forward (545) 545 0
Earnings after taxes (3,029) (3,029)
Status as of 30.06.2025 50 2,477 (3,029) (502)
Status as of 01.01.2026 50 2,477 (662) 1,865
Profit carried forward (662) 662 0
Earnings after taxes (1,747) (1,747)
Status as of 30.06.2026 50 1,815 (1,747) 18
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F. General information

1. Background

Private Assets SE & Co. KGaA (and together with its subsidiaries “Private Assets Group”) is the 100%
owner of Kiel Power Systems SE. With a share purchase agreement dated June 26, 2026, Private
Assets SE & Co. KGaA acquired Blitz 26-286 SE. With a purchase agreement dated July 15, 2026,
the shares in Kieler Maschinenwerke GmbH and Pro-Valve GmbH were sold to Blitz 26-286 SE. On
July 20, 2026, Blitz 26-286 SE was renamed into Kiel Power Systems SE as part of an amendment
to the Articles of Association. The change of company became effective upon entry in the com-
mercial register. Since that date, Kiel Power Systems SE has acted as the direct holding company

of the operating companies (hereinafter also referred to as the "Kiel Power Systems Group").

The Management board of Kiel Power Systems Group is currently examining various strategic fi-
nancing options in connection with its future growth opportunities. These financing options in-
clude, among other things, the possibility of an equity, debt or debt-related financing issuance. To
properly assess the marketability of such an issuance, the prevailing market conditions, the attrac-
tiveness of terms and timing windows, the management board and its advisors gather feedback
from institutional investors and evaluate proposals.

At the time of the release of these combined financial statements, no final decision on any financ-
ing issuance or instrument had been made, nor had the future capital structure of Kiel Power Sys-
tems SE been determined, in particular the number of shares to be issued or the specific structure
of a possible transaction.

The present combined financial statements do not represent consolidated financial statements of
Kiel Power Systems SE within the meaning of International Financial Reporting Standards (“IFRS”),
but summarize the historical financial information of the companies and business activities as-
signed to the Kiel Power Systems Group for the financial period from January 1, 2026 to June 30,
2026.

The combined financial statements have been prepared in accordance with IFRS as adopted in the
European Union and comprise a combined balance sheet, a combined income statement, a com-
bined statement of comprehensive income, a combined statement of changes in equity, a com-
bined statement of cash flows, and the related notes and management report the financial period
from January 1, 2026 to June 30, 2026. In the combined balance sheet, assets and liabilities are
divided according to their maturity. Assets and liabilities are reported as current if they are ex-
pected to be realised or settled within twelve months of the balance sheet date or if they are due

within this period.



Combined half-year financial statements as of June 30, 2026

2. Description of the Kiel Power Systems Group

The business activities of the Kiel Power Systems Group include the following fields of activity:

e Kieler Maschinenwerke GmbH - Mechanical machining: The offer includes the mechanical
processing of components in contract manufacturing as well as complementary services
such as reverse engineering and metallurgical laboratory services. Kieler Maschinenwerke
GmbH has a modern machine park with 15 CNC machines and additional workstations for
mechanical (post-) processing and can process components up to a size of 3m x9m and a
total weight of up to 100 tonnes. The customer portfolio is broadly diversified and consists
of different business areas, including data centres & energy supply, maritime and defence

and other.

e Pro-Valve GmbH - Specialized valve production for large engines: Manufacturing know-
how and technological knowledge from several decades are combined. Since the 1950s,
valves for the production of large engines for medium-speed large engines in the power
range from 600 to 16,000 KW have been manufactured at the Kiel site. Until 2022, Pro-
Valve GmbH was still part of Caterpillar Motoren GmbH & Co. KG as a business unit, which
in turn emerged from the traditional brand MaK (Maschinenbau Kiel). Pro-Valve now es-

tablishes itself as an independent company for specialized large valves.

3. Fundamentals of Combined Degrees

The Kiel Power Systems Group has prepared these combined financial statements in accordance
with the International Financial Reporting Standards and the interpretations of the IFRS Interpre-
tations Committee ("IFRIC"), which were adopted by the European Commission for application in
the EU by the end of the reporting period. IFRS does not contain any specific rules for the prepa-
ration of combined financial statements. Therefore, IAS 8 "Accounting Policies, Changes in Ac-
counting Estimates and Errors" (IAS 8) should be applied to the preparation of combined financial

statements.

For the combined financial statements of the Kiel Power Systems Group presented below, the car-
rying method was applied in accordance with the provisions on business combinations under joint
control. The combined financial statements of the Kiel-based Power Systems Group reflect the Kiel
companies and the business activities assigned to the Kiel Power Systems Group, as they have

8
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historically been included in the IFRS consolidated financial statements of the Private Assets
Group. In doing so, the Kiel Power Systems Group uses the same accounting principles and valua-
tion approaches for the preparation of the combined financial statements that were also used for
the preparation of the IFRS consolidated financial statements of the Private Assets Group which

included the subsidiaries Kieler Maschinenwerke GmbH and Pro-Valve GmbH.

Adjustments to this approach have been made with regard to transactions with Private Assets
Group companies. Transactions between the Kiel Power Systems Group and the rest of the Private
Assets Group were accounted for in accordance with IFRS and classified as related party transac-
tions. IFRS accounting standards, which were newly applied by the Private Assets Group for the
first time in the financial years 2023 to 2025, were adopted in the combined financial statements
of the Kiel Power Systems Group in accordance with the respective first-time application dates for

the Private Assets Group.

The IFRS consolidated financial information of the combined companies and business activities of
the Kiel Power Systems Group is prepared as of the reporting date of the combined financial state-
ments. Events after the balance sheet date have been recognised in accordance with IAS 10 up to
the date of release of these combined financial statements for publication. The period for taking
such events into account is therefore identical to that of the Private Assets Group consolidated

financial statements.

The combined financial statements were prepared on the assumption of going concern. In as-
sessing the appropriateness of this assumption, management took into account the current net
assets, financial position and results of operations, existing liquidity, expected future liquidity de-
velopment and existing financing options of the companies included in the combined financial
statements.

On the basis of this assessment, the management board has concluded that the assumption of the
continuation of the company is appropriate for the companies included in the combined financial

statements and that they can continue their business activities for the foreseeable future.

4. Uncertainties due to estimates in the combined financial statements

The combined financial information presented here does not necessarily reflect the net assets,
financial position, results of operations and capital structure that would have resulted if the Kiel

Power Systems Group had already existed as an independent group in the reporting periods. For
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these reasons, the lack of historical unity and independence of the Kiel Power Systems Group the
informative value of the combined financial information is limited. Therefore, no forecast can be
derived from the combined financial information about the future development of the business

activities bundled in the Kiel Power Systems Group.

In the preparation of the combined financial statements, additional assumptions and estimates
have been made, in particular for business activities to be transferred and expenses to be allocated
for administrative services provided by Private Assets Group companies, which have an impact on

the amount and presentation of assets and liabilities, income and expenses on the balance sheet.

In addition, the preparation of the combined financial statements, like any financial statements
under IFRS, requires judgement and assumptions and estimates regarding the recognition and
measurement of individual assets and liabilities. Significant estimation uncertainties exist — where
relevant — in particular with regard to the recoverability of deferred tax assets, the valuation of
provisions and the determination of the useful lives and impairment of non-current assets. Actual
results may differ from these estimates. However, in the opinion of management, there are no
estimation uncertainties as of the reporting date, for which there is a considerable risk that a ma-
terial adjustment of the carrying amounts of the affected assets or liabilities will be necessary

within the next financial year.

5. Application and impact of new and amended accounting standards

All standards to be applied on a mandatory basis by 31 December 2025 have been considered. No

use was made of the possibility of prematurely applying mandatory standards in the future.

Standards and interpretations to be applied for the first time in the 2026 financial year

The following standards will be mandatory for the first time from 1 January 2026:

First-time applica-
Contents Publication by IASB | tion
in the EU

Standards and changes to
standards

Mapping of contracts for the purchase
and purchase of electricity from renew-
able energies June 2025 January 1st, 2026
Change in the classification and valua-
tion of financial instruments

Amendments to IFRS 9 "Finan-
cial Instruments" and IFRS 7
"Financial Instruments: Disclo-
sures"

Annual Improvements to IFRS

vear 11 July 2025 January 1st, 2026

10



Combined half-year financial statements as of June 30, 2026

Published accounting standards that are not yet mandatory

The following standards and amendments to standards have been adopted by the IASB, the appli-
cation of which is not yet mandatory for the 2026 financial year or has not yet been approved for

use in the EU:

Standards and changes to First-time applica-

Contents Publication by IASB | tion
standards .
in the EU
IFRS 18 "Presentation and Requirements for the presentation
Disclosures in Financial and disclosure of information in fi- | N.A. January 1st, 2027
Statements" nancial statements

IFRS 19 "Subsidiaries without Specification of Disclosure Re-

Public Accountability: Disclo- . N.A. January 1st, 2027
" quirements

sures

Amendments to IAS 21: Conversion of a non-hyperinfla-

"Tl lati ti fi ti | int

‘ ransq jon ‘ ‘ |.c>na.ry ur?c ional currency |rT °0a A January 1st, 2027

into a highly inflationary rep- | high-inflationary representation

resentation currency" currency

In April 2024, the IASB published IFRS 18 "Presentation and Disclosures", which will replace IAS 1
“Presentation of Financial Statements”. IFRS 18 introduces new requirements for presentation in
profit or loss, including certain totals and subtotals. In addition, companies must classify all income
and expenses within the income statement into one of five categories: operating activities, invest-
ing activities, financing activities, income taxes and discontinued operations, with the first three
categories newly defined and different from the comparable categories in the statement of cash
flows. Companies will also be required to present a newly defined "operating profit" subtotal. The

result for the period will not change.

In addition, the disclosure of newly defined management-defined performance measures (MPMs)
and subtotals of income and expenses will be mandated, and there are new requirements for the
aggregation and disaggregation of financial information based on the identified "roles" of the pri-

mary accounting units and the notes.

In addition, minor amendments were made to the IAS 7 Statement of Cash Flows, including the
change of the starting point for the calculation of cash flows from operating activities using the
indirect method from "profit or loss" to "operating profit" and the removal of the option for the

classification of cash flows from dividends and interest.

There are also consequential amendments to several other standards. IFRS 18 and the amend-

ments to the other standards are applicable to reporting periods beginning on or after 1 January

11
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2027, but earlier application is permitted. IFRS 18 is applied retroactively. The Kiel Power Systems
Group is currently working to determine all the impact that the amendments will have on the pri-
mary financial statements, the measures used by the Group and the notes to the financial state-

ments.

The Kiel Power Systems Group did not voluntarily apply any of the aforementioned changes prem-
aturely. The same applies to all other changes adopted by the EU and applied for the first time or
not yetin 2026. To the best of our knowledge, with the exception of IFRS 18, none of these changes

will result in material changes.

6. Use of discretionary decisions and estimates

In preparing the Combined Financial Statements, discretionary decisions and estimates must be
made that affect the amount and presentation of the assets, liabilities and contingent liabilities on
the balance sheet as well as income and expenses for the reporting period. The assumptions and
estimates are based on premises based on the state of knowledge available at the time of compi-
lation. In particular, the expected future business development is based on the circumstances ex-
isting at the time of preparation of the combined financial statements as well as the future devel-
opment of the environment, which is assumed to be realistic. Actual results may differ from these

estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. The effect of the change
in an estimate must be carried out prospectively, namely by recognition through profit or loss in
the period of the change, if the change affects only this period, or in the period of the change and
in subsequent periods, provided that the change affects both the reporting period and subsequent
periods. However, to the extent that the change in an estimate results in changes in assets or lia-
bilities or relates to an equity item, the recognition must be made by adjusting the carrying amount

of the corresponding asset, liability or equity position during the period of the change.

In applying accounting policies, management also makes discretionary decisions that may have a
material impact on the amounts reported in the combined financial statements. These relate in
particular to the assessment of control in the context of the consolidation of investee companies,
the assessment of whether agreements constitute leases within the meaning of IFRS 16, and the

assessment of the impairment of assets.

12
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7. Currency Conversion

The functional currency of all companies in the combined financial statements is the euro. Accord-
ingly, there is no need for currency conversion in the context of the preparation of financial state-

ments.

Transactions in foreign currency are converted into the functional currency at the spot exchange

rate on the day of the transaction.

Monetary assets and liabilities that exist in a currency other than the functional currency of a
company are converted into the functional currency at the closing rate. The resulting exchange
rate differences are recognised in profit or loss and recognised in other operating income and

expenses.

8. Key Accounting policies

Revenue recognition

In the context of the revenue recognition of customer contracts, revenue is recognized according
to the 5-step model described in IFRS 15 when control of the promised goods or services passes to

the customer, either over a period of time or at a point in time.

The transaction prices as the basis for revenue recognition are determined on the basis of the
agreed fees of the respective purchase and service contracts, without the need for any special

discretionary adjustments.

Revenue is attributable to the following areas:
Customer-specific manufacture and machining of precision components and modules, including
large-scale components, as well as from the manufacture of intake and exhaust valves for large

engines and related specialised manufacturing services.

The following information applies equally to the two types of products mentioned. The sales rev-
enue does not meet the requirements of the period-based method and is therefore recognised at
the time when the power of disposal is transferred to the customer. This is usually the time of the
handover of the goods or — if contractually agreed — acceptance by the customer. The payment
terms for usual third-party customers regularly provide for payment within 14 - 30 days of invoic-
ing. For individual orders, advance payments are agreed; the remaining purchase price is regularly

due after delivery or after contractually agreed acceptance.

13
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The contracts do not contain any material financing components within the meaning of IFRS 15, as
the period between service provision and payment is usually less than twelve months.

The consideration is generally firmly agreed. There are no variable considerations, such as bo-
nuses, discounts or rebates.

Industry-standard warranties do not constitute standalone performance obligations and are ac-
counted for as provisions for warranty obligations. The warranties are limited to the assurance

that the products supplied correspond to the contractually agreed specifications.

Financial income and financing expenses

Interest expense and interest income are recognised on an accrual basis and using the effective
interest method. Interest income is accrued considering the outstanding loan amount and the ap-

plicable interest rate.

Income taxes

Income tax expense and income include current taxes and deferred taxes.

The OECD has published the so-called Pillar Two Regulations (Global Anti Base Erosion Rules —
GloBE), a framework for the introduction of a global effective minimum taxation of 15% for large
multinational groups. The Kiel Power Systems Group does not fall within the scope of the Pillar
Two regulations, as the consolidated turnover of the ultimate parent company is below the rele-

vant threshold.

Current or deferred taxes are recognised either in the income statement or in other comprehen-

sive income, depending on the underlying facts.

Current taxes are the expected tax liability or tax claim based on taxable income for the calendar
year. The taxable profit (the tax loss) is the profit (loss) of the period determined in accordance
with the tax regulations, on the basis of which income taxes are payable (refundable). If valid tax
assessments are not yet available, they are determined on the basis of tax rates that apply on the
balance sheet date or have already been adopted by law or have essentially been adopted. The
amount of the expected tax liability or tax claim reflects the amount that represents the best esti-
mate, taking into account tax uncertainties, if any. Tax receivables or tax provisions are recognised
in the balance sheet for current income taxes for the current and previous periods, provided that

they have not yet been paid as of the balance sheet date.

Current tax assets and liabilities are offset if there is a legally enforceable claim for offsetting the

recorded amounts and the current taxes are levied against the same tax authority and the Kiel

14
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Power Systems Group intends to offset the tax on a net basis or to realise the tax claim and the tax
liability at the same time. Deferred taxes are the expected tax burdens or reliefs from the tempo-
rary differences in the carrying amounts of assets and liabilities in the IFRS combined financial
statements and the corresponding tax value. In addition, deferred taxes may arise from consolida-
tion transactions as well as on tax loss carry forwards that are likely to be realized. Deferred tax
liabilities are recognised for all taxable temporary differences and deferred tax assets to the extent
that it is likely that taxable profits are available for which the deductible temporary differences can
be used. Such assets and liabilities are not recognised if the temporary difference results from non-
tax-deductible goodwill or from the initial recognition (except in the case of business combina-
tions) of other assets and liabilities resulting from events that do not affect taxable income or net
income. Deferred tax receivables and liabilities are offset if they exist vis-a-vis the same tax au-

thority and are congruent with maturities.

Deferred tax obligations arising from temporary differences in connection with investments in sub-
sidiaries and associates will be recognised unless the timing of the reversal of the temporary dif-
ferences can be controlled by the Kiel Power Systems Group and it is likely that the temporary

differences will not be reversed in the foreseeable future.

The book value of the deferred tax assets is reviewed and reduced every year on the reporting
date if it is no longer likely that there is enough taxable income available to recoup the claim in
whole or in part. Deferred taxes are measured at the tax rates that are expected to apply at the
time the underlying temporary differences are reversed. Tax rates that have been adopted by law

or have essentially been adopted on the balance sheet date are decisive.

Due to the gradual adjustment of the corporate tax rate in Germany, the valuation of deferred
taxes takes into account the tax rate applicable at the time of the expected reversal of the tempo-

rary differences. For this purpose, the reversal of the differences ("scheduling") is allocated in time.

Deferred taxes are generally recognized in profit or loss, except for items that are booked directly

in equity or other comprehensive income.

Intangible assets and goodwill

Intangible assets that have limited useful lives are measured at cost less accumulated depreciation
and amortization expenses. They are depreciated on a straight-line basis over the period of their
estimated useful life from the time they become available for use. Depreciation and amortisation

are generally recognised in the income statement. The useful life, depreciation method and

15
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residual value are reviewed at least at the end of each financial year and adjusted prospectively if

necessary.

Internally generated intangible assets are only capitalised if they meet all the criteria of IAS 38. If
an intangible asset created by the company is not permitted to be recognised in accordance with

IAS 38, development costs are recognised as an expense in the period in which they were incurred.

Goodwill arising from business combinations is recognised at cost less accumulated impairment

charges.

The scheduled depreciation is based on the following useful lives:

years

Copyrighted Software 3to6

Property, plant and equipment

Property, plant and equipment are measured at their acquisition or production cost less accumu-
lated depreciation and amortization and cumulative impairment charges. The acquisition or pro-

duction costs include expenses that are directly attributable to the acquisition.

Subsequent expenses are only capitalized if it is probable that the future benefits associated with

the expenses will accrue to the Kiel Power Systems Group.

In accordance with the actual course of use, the scheduled depreciation is carried out on a straight-

line basis. Depreciation is recognised in the income statement. The following useful lives are as-

sumed:
years
Operating equipment 3to20
Machinery and machinery 1to 17
Fixtures and fittings 1to 23
Leases

For lease contracts, a right-of-use asset and a corresponding lease liability are recognised for the

outstanding lease payments.

16
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For short-term leases with a contract term of up to twelve months (short-term leases) or leases in
which the underlying asset is of low value (low value), the Kiel Power Systems Group makes use of
the recognition exemptions provided for in IFRS 16. The recognition of a right of use is waived and

the leasing payments are recognised as other operating expenses.

The amount of the right-of-use asset at the time of acquisition corresponds to the present value
of the lease liability plus any initial direct costs incurred by the lessee. Adjustments may also be
required due to lease incentives, for payments at or before the start of the lease, and for disman-
tling and similar obligations. In the subsequent measurement, the right of use is recognised at cost

less accumulated depreciation and impairment in accordance with IAS 36.

The lease term includes the non-terminable basic term of the lease as well as periods for which an
extension option exists, provided that the Kiel Power Systems Group is reasonably certain that this
option will be exercised. Periods for which a termination option exists are also taken into account,

provided that it is sufficiently certain that this will not be exercised.

When assessing the exercise of extension or termination options, the Kiel Power Systems Group
takes into account all relevant economic factors, such as contractual conditions, economic incen-
tives, the importance of the underlying asset for business operations and the expected costs of a

replacement.

The corresponding lease liability is measured at the initial recognition as the present value of the
lease payments still to be made. The present value is determined using the interest rate on which
the lease is based, if this can be reliably determined. If the lessee cannot easily determine this, he
uses a marginal borrowing rate. In the subsequent valuation, the book value is compounded at the
same interest rate and reduced by lease payments made. Compounding is done via the interest
expense. In the year under review, lease liabilities are reported separately as non-current and

short-term lease liabilities in accordance with the remaining contract terms or maturities.

Inventories

Raw materials, supplies and supplies are valued at acquisition or production cost or at the lower
net realisable value. The acquisition or manufacturing cost of inventories is based on the first-in,
first-out allocation method. In the case of manufactured products, the cost of production includes

a fair share of the production overhead costs based on normal operating capacity.

Contract Assets
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Contract assets are recognised at cost of goods. In addition to the material, manufacturing and
special individual costs of production, the manufacturing costs also include manufacturing and

material overhead costs.

Financial instruments

A financial instrument is a contract that simultaneously results in a financial asset for one company
and a financial liability or equity instrument for another company. Financial assets are accounted
for and measured in accordance with the requirements of IFRS 9 Financial Instruments.

The financial assets of the Kiel Power Systems Group mainly comprise

e other financial assets (in particular long-term deposits),

e Trade receivables and

e Cash and cash equivalents.

Financial assets (other than trade receivables) are measured at fair value at initial recognition plus
directly attributable transaction costs. Trade receivables are measured at the transaction price
when first recognised. The follow-up measurement is based on the business model of the Kiel
Power Systems Group and the contractual cash flow characteristics of the respective financial in-

struments.

A financial asset is classified when it is first recorded and subsequently assessed. All financial assets
of the Kiel Power Systems Group are allocated to the "holding for the purpose of collecting con-
tractual cash flows" business model. The contractual cash flows consist exclusively of principal
payments and, where relevant, interest payments. The financial assets are therefore valued at
amortised cost using the effective interest method. Gross book values are reduced by impairment
charges. Interest income, exchange rate gains and losses, as well as impairments and the result

from derecognition are recognised in profit or loss.

Due to the predominantly short-term maturities, the carrying amounts of trade receivables as well

as cash and cash equivalents are essentially the same as their fair values.

Impairments

Trade receivables are subject to the requirements of IFRS 9 on the recognition of expected credit
losses (Expected Credit Loss Model). The Kiel Power Systems Group applies the simplified approach
in accordance with IFRS 9 and recognises expected credit losses over the entire remaining term of

the receivables.
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The impairments are determined by means of an impairment matrix based on historical default
rates, which are adjusted to take into account current and forward-looking information. When
assessing the expected credit losses, the Kiel Power Systems Group takes into account in particular
the creditworthiness and previous payment behaviour of its main customers as well as available
information on their economic development. Since the receivables are mainly concentrated on a
major customer with a high credit rating and there have historically been no significant bad debts,
there were no expected credit losses in the reporting periods. For the remaining receivables, ex-
pected credit losses are determined on a collective basis, taking into account comparable credit
risk characteristics. Generally, trade receivables are written off if they are more than 1 year past
due and the enforcement actions have been unsuccessful. The Company considers a receivable to
be defaulted if there is no longer a reasonable expectation to collect the contractual cash flows in
full. Receivables including the associated impairments are derecognized if they are classified as

irrecoverable.

Other financial assets are also checked for expected credit losses. Due to the nature of these assets
and the creditworthiness of the respective contractual partners, there were no material impair-

ments in the reporting periods.

Impairments and subsequent reversals of impairment losses are recognised in the income state-

ment.

Financial liabilities

Financial liabilities include financial liabilities, contract liabilities, lease liabilities, and trade paya-

bles. Financial liabilities mainly include liabilities to credit institutions and other lenders.

All financial liabilities are measured at fair value less directly attributable transaction costs at initial
recognition or measured at amortised cost. A financial liability is measured at fair value through
profit or loss if it is classified as being held for trading, is a derivative, or is designated as such at

initial recognition.

Financial liabilities that are measured at fair value do not exist in the Kiel Power Systems Group as
of the balance sheet date. As part of the follow-up valuation, the financial liabilities at amortised
cost are measured using the effective interest method. Interest expense and foreign currency
translation differences are recognised in profit or loss. Gains or losses from derecognition are also

recognized in profit or loss.
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Derecognition

The Group enters into transactions in which it transfers assets reported on its balance sheet but
retains either all or substantially all the risks and opportunities associated with the transferred

assets. In these cases, the transferred assets are not derecognized.

Fair Value
For assets and liabilities for which fair value is to be determined, the measurement hierarchy de-
scribed below is applied. Accordingly, the input factors used in the evaluation techniques are clas-

sified into three stages:

Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities (e.g. stock

market prices).

Level 2: Input factors, which are market price quotations other than those mentioned in Level 1
that can be observed directly or indirectly for the asset or liability (e.g. yield curves, currency fu-

tures).

Level 3: Input factors that are not observable for the asset or liability in the market (e.g., estimated

future results); this applies in particular to the valuation of financial assets.

When determining fair value, the use of relevant observable inputs is maximised, and the use of
unobservable inputs minimised. The classification of the assessment methods into the individual

stages is reviewed at the end of each reporting period.

Equity

In contrast to liabilities, equity is defined according to IFRS as a residual claim to the assets of the
Kiel Power Systems Group after deduction of all liabilities. The net assets (equity) of the Kiel Power
Systems Group are thus the residual value of the assets and liabilities.

For the purposes of the combined financial statements, net assets are used instead of equity.

Employee benefits

Benefits payable upon termination of employment

Benefits upon termination of employment are paid when an employment relationship is termi-
nated by the company with payment of severance pay or when an employee receives severance
pay when voluntarily leaving the employment relationship. Severance payments that have to be
made in connection with site closures or business unit closures are recognised as restructuring

costs in other provisions.
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Profit-sharing and bonus plans
Bonus payments and profit-sharing payments to employees are recognised as a liability through
profit or loss as of the balance sheet date if there is a contractual obligation or if a de facto obliga-

tion arises as a result of past business practice.

Benefits for special occasions (partial retirement)

Provisions from partial retirement obligations are recognised as defined benefit obligations in ac-
cordance with IAS 19. The obligations are valued at their present value. To the extent that the
requirements for plan assets under IAS 19 are met, the partial retirement obligations are offset
against the associated cover or fund assets.

The cover assets serve exclusively to meet the obligations of part-time work for older employees
and are not accessible to other creditors. The coverage assets are measured at fair value. If there
is a surplus of obligations, it is reported as a net obligation from defined benefit obligations. If the
fair value of the cover assets exceeds the present value of the obligations, a net asset value is
recognised that is limited to the amount that can be realised from refunds or reductions in contri-

butions (asset ceiling in accordance with IAS 19).

Other provisions

Other provisions are recognised if the Kiel Power Systems Group has a current legal or factual
obligation resulting from a past event and it is likely that the fulfilment of the obligation will lead
to an outflow of resources and the amount of the provision can be reliably determined. The
amount of the provision corresponds to the best estimate of the settlement amount of the current
obligation as of the balance sheet date, whereby expected third-party refunds are not offset, but
are recognised as a separate asset, provided that realisation is virtually certain. Provisions with a
remaining maturity of more than one year are recognised at their settlement amount discounted

to the balance sheet date, provided that the interest effect is material.

Impact due to the macroeconomic situation

In the first half of the 2026 financial year, the economic environment continued to be shaped by
geopolitical tensions, in particular by the war in Ukraine, as well as by macroeconomic factors such
as inflation developments and changes in interest rates. Over the fiscal year, however, market
conditions became increasingly stabilized. The impact of these macroeconomic developments on
the Kiel Power Systems Group in the year under review was overall minor and predominantly in-

direct in nature.
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Sales and earnings as well as the net assets, financial position and results of operations were not

materially affected by the factors mentioned.

The possible indirect effects of geopolitical developments and macroeconomic changes on the val-
uation of assets and liabilities are continuously monitored and considered as part of the regular
impairment tests. This did not have any material financial impact for the first half of the 2026 fi-

nancial year.

Impact of climate-related issues

The Kiel Power Systems Group considers potential impacts of climate-related developments as
part of its risk analysis as well as in the assessment of material assumptions and estimates in the
combined financial statements. These include possible effects of energy price developments, reg-
ulatory changes and physical climate risks on the business activities and assets of the Kiel Power

Systems Group.

As of the reporting date, climate-related issues did not have a material direct impact on the meas-

urement of assets and liabilities.

The Kiel Power Systems Group pursues measures to reduce its environmental impact, including
through an increasing use of energy from renewable sources and the implementation of measures

to improve governance structures and sustainable corporate governance.

. Combined Circle and Principles of the Combined Financial Statements

9. Combination Circle and Consolidation Principles

The present combined financial statements comprise the historical financial information of Kieler
Maschinenwerke GmbH and Pro-Valve GmbH. There are no direct or indirect subsidiaries of the
companies that were attributable to the business activities attributable to the Kiel Power Systems

Group in the reporting periods.

Since the companies presented in the combined financial statements were not combined under a
separate parent company in the first half of 2026, they are not consolidated financial statements
within the meaning of IFRS 10. Instead, the historical financial information of the companies and

business activities involved was merged into a combined financial statement.
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During the reporting periods, the companies and business activities included were under common
control of Private Assets SE & Co. KGaA. The combined financial statements were therefore pre-
pared based on historical carrying amounts. Assets, liabilities, income and expenses were recog-
nised at the carrying amounts at which they were previously recognised in the consolidated finan-
cial statements of Private Assets SE & Co. KGaA. To the extent that adjustments to combined equity
resulted from the consolidation of historical financial information, these were recognised in com-

bined equity without affecting profit or loss.

The companies and business activities included are presented for all reporting periods as if they

had already formed an economic unit during the entire reporting period.

Intra-group receivables and liabilities as well as intra-group income and expenses between the
included companies were eliminated. In addition, all material interim results from intra-group de-

liveries and services were eliminated.

To the extent that temporary differences arose from the combination entries, deferred taxes were

recognized in accordance with the requirements of IAS 12.

Notes to the income statement

10. Revenue

All revenue of kEUR 20,015 (prior-year period: KEUR 15,751) is generated from the sale of highly
complex gas engine components and engines primarily in the business areas of data centres &
energy supply, maritime and defence. There are no other sources of income. Revenue is only rec-

ognized on a point in time.

11. Other operating income

e e

Proceeds from bargain purchase 0 504

Proceeds from claims for damages 0 2

Non-period-related income O

Other income 68 0
68 507
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The gains from the so-called "bargain purchase" in the same period of the previous year relate to

the acquisition of Oerlikon Neumag, which was acquired as part of an asset deal in June 2025 for

EUR 1.00.

12. Cost of materials

1st half of 1st half of
KEUR 2026 2025
Raw materials, supplies and supplies and purchased (8.924) (6,568)
goods

Benefits Purchased (875) (1,581)
(9,799) (8,149)

13. Personnel expenses
1st half of 1st half of
KEUR 2026 2025
Wages and salaries (7,054) (5,974)
Social security contributions and pension expenditure (1,613) (1,429)
(8,667) (7,403)

As of June 30, 2026 ,the Kiel Power Systems Group had 211 employees (as of June 30, 2025: 207).

For defined contribution and other pension plans, expenses amounted to kEUR 58 in the current

period (1st half of 2025: kEUR 107) and are reported under Social Security Contributions and Pen-

sion expenses in accordance with IAS 19.

14. Other operating expenses

T e
Legal and consulting costs (934) (1160)
Rent/Leasing (525) (294)
Maintenance (472) (552)
Sales (337) (242)
IT costs (257) (285)
Insurance (107) M3)
Travel and entertainment expenses (43) (17)
Fees and contributions (68) (31)
Other personnel costs (28) (253)
Other operating costs of the holding company (20) (28)
Car costs (1) 9)
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Production-related expenses (16) (5)
Office and communication costs (13) (15)
Marketing (5) (15)
Other expenses (343) (396)
(3,191) (3,415)
15. Depreciation
1st half of 1st half of
KEUR
2026 2025
Dep‘reC|at|on of intangible assets and property, plant and (654) (673)
equipment
Depreciation of rights of use (459) (315)
(1m3) (988)
I. Notes to the balance sheet
16. Intangible assets and property, plant and equipment
Property, plant and equipment developed as follows in the year under review:
Concessions
acquired for
considera-
tion, indus- Advance pay-
trial property |Technical Other plant ments made
rights and equipment and equip- and Total
similar rights | and machin- | ment, fixtures | investments
and assets, as | ery and fittings under con-
well as li- struction
censes to
such rights
KEUR and assets
Acquisition and production costs
Status as of
01.01.2025 1,078 6,398 266 49 7,792
Accesses 0 859 109 6l 1,029
Departures 0 (611) (138) 0 (749)
Reclassifica-
tions 7 63 24 (94) 0
Status as of
31.12.2025 1,085 6,710 261 15 8,071
Accesses 8 91 44 69 212
Departures 0 (2) 0 0 (2)
Reclassifica-
tions 0 24 0 (24) 0




Status as at

Combined half-year financial statements as of June 30, 2026

30.06.2026 1,093 6,823 305 60 8,281
Intangible as-
sets 1,093
Property, plant
and equip-
ment 7,188
Concessions
acquired for
considera-
tion, indus-
trial property
rights and
similar rights Advance pay-
and assets, as ments made
well as li- Technical Other plant and
censes to equipment and equip-| investments
such rights| and machin- | ment, fixtures under con-
KEUR and assets ery and fittings struction Total
Cumulative depreciation and impairment
Status as of
01.01.2025 (397) (2,106) (107) 0 (2,610)
Additions
(scheduled de-
preciation) (340) (977) (70) 0 (1,387)
Status as of
31.12.2025 (737) (3,083) (177) 0| (3997
Additions
(scheduled de-
preciation) (160) (475) (19) 0 (654)
Status as at
30.06.2026 (897) (3,558) (196) 0 (4,651)
Intangible as-
sets (897)
Property, plant
and equip-
ment (3,754)
Book values
Status as of
31.12.2025 348 3,627 84 15 4074
Status as at
30.06.2026 196 3,265 109 60 3,630

17. Rights of use

Leases exist with regard to the rental of land and buildings, technical equipment and machinery as

well as other facilities and operating and office equipment. There are no leases that are considered

subleases under IFRS 16.
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. Other
Technical plant and
Land and equipment ) Other means
buildings | and machin- egwpment, of transport Total
ery ﬂxtur_es.and
KEUR fittings
Acquisition and production costs
Status as of
01.01.2025 3,878 75 0 946 4,899
Accesses 398 139 626 0 1,163
Departures 0 0 0 0 0
Status as of
31.12.2025 4,276 214 626 946 6,062
Accesses 64 0 0 0 64
Departures 0 0 0 0 0
Status as at
30.06.2026 4,340 214 626 946 6,126
Technical | (Ethedr
Land and equipment plant and -~ pher means |
buildings| and machin- ]squment, of transport Tota
ery |xtur.es'and
KEUR fittings
Cumulative depreciation and impairment
Status as of
01.01.2025 (888) (24) (0) (271) (1183)
Additions
(scheduled de-
preciation) (447) (20) (48) (181) (690)
Status as of
31.12.2025 (1,335) (44) (48) (452) (1,879)
Additions
(scheduled de-
preciation) (235) (24) (110) (97) (460)
Status as at
30.06.2026 (1,570) (68) (158) (542) (2,339)
Book values
Status as of
31.12.2025 2,941 170 578 494 4,183
Status as at
30.06.2026 2,770 145 468 404 3,787
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The stocks contain only raw materials, auxiliary materials and operating materials.

KEUR 30.06.2026 31122025
g%livv materials, auxiliary materials and operating materi- 1413 1821
Finished products and goods 237 294
Advance payments made on inventories 0 132
Work in progress 3,854 2,535

5505 4,782

19. Other assets

The remaining assets mainly comprise loans granted to affiliated companies, advance payments
on ancillary rental costs and asset deferrals.

20. Other provisions

The development of other provisions was as follows:

KEUR 01012026 | Utilisation | Reversal | Addition faetck')arfs'f" 30.06.2026

Other non-

current provi-

sions

Partial retire-

ment 681 (186) 0 55 0 551

Jubilee bonus 0 0 0 0 0 0
681 (186) 0 55 0 551

Other short-

term provi-

sions

Warranty 311 O O o) 0 311

Financial

statement

preparation

and audit

costs 45 (27) O 0 0 18

Other 1,359 (1,125) 0 578 0 812
1,715 (1152) 0 578 0 1,141
2,396 (1,338) 0 633 0 1,692

Other provisions mainly relate to provisions for outstanding invoices.
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21. Financial liabilities
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The financial liabilities are broken down as follows:

30.06.2026

KEUR <lyear 1-5years >5years
Liabilities

from Sale & Rent back transactions 789 3273 0

31122025

KEUR <lyear 1-5years >5years
Liabilities

from Sale & Rent back transactions 2763 0 0

On 30 June 2026, the existing hire-purchase agreement with Nord Leasing, which had a remaining

value of approximately kEUR 2,171 expired and was subsequently renewed. The new agreement

has a volume of kEUR 4,062 and a term of four years. As the machinery and equipment remain

under the control of Kiel Power Systems Group, the agreement is accounted for, in accordance

with IFRS 16, resulting in the recognition of a corresponding lease liability.

Lease liabilities

30.06.2026 31.12.2025
Total future min- Total future min-| Pre-
. Present| .
imum lease pay- imum lease pay-| sent
value
ments ments | value
KEUR
Remaining term up to one 99 845 981 819
year
Remaining term:1to 5years 3,014 2750 32181 2,903
Remaining term over 5 years 581 569 812 788
4,587 4164 501 | 4,510

Cash flows from leases amounted to kEUR 496 in the reporting period (previous year: kEUR 809).

In accordance with IFRS 16, the repayment portion of KEUR 409 (previous year's period: kEUR 290)

is shown in the cash flow from financing activities and the interest portion of kEUR 87 (previous

year's period: kKEUR 81) is shown in the cash flow from operating activities.
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23. Trade payables

Combined half-year financial statements as of June 30, 2026

Trade payables are broken down as follows. They are recognised at the settlement or repayment

amount and are due in full within one year.

KEUR

30.06.2026 31122025

Trade payables to third parties 12,201 6,890
Trade payables to affiliated companies 150 1156
12,351 8,046

Other information

24. Financial Instruments

Other financial assets, trade receivables, cash and cash equivalents are measured at amortised

cost (AC). They have good credit quality and are unsecured. All financial liabilities are measured at

amortized cost. Trade payables are also predominantly subject to short-term terms and the carry-

ing amount can be used as an approximation of the fair value.

The carrying amounts of current financial assets and financial liabilities, in particular trade receiv-

ables, other current financial assets, cash and cash equivalents as well as trade payables, essen-

tially correspond to their fair values due to their short remaining maturities. In accordance with

IFRS 7.29(a), these financial instruments do not disclose the fair value separately because the car-

rying amount is a reasonable approximation of the fair value. For lease liabilities and financial lia-

bilities accounted for in accordance with IFRS 16, the exemption requirement of IFRS 7.29(d) is

used, according to which fair value disclosure is not required.

25. Information on the combination group

Companies and shareholdings included in the combined group

Name Seat Capital share
Kieler Maschinenwerke GmbH Kiel 100,0%
Pro- Valve GmbH Kiel 100,0%
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26. Significant events after the balance sheet date

The following events of particular importance that occurred after the 30 June 2026 have occurred:
The conflict in the Gulf region, which has been escalating since 28 February 2026, is leading to
geopolitical uncertainties and rising energy price risks. The resulting uncertainties increase macro-
economic risks in various sectors, especially in the energy and raw materials environment as well
as in global supply chains. According to the current state of knowledge, medium and long-term
effects on customers, suppliers and other business partners of the portfolio companies cannot be

reliably assessed.

Pursuant to share purchase agreement dated June 26, 2026, Private Assets SE & Co. KGaA acquired
Blitz 26-286 SE. Subsequently, with a share sale and transfer agreement dated July 15, 2026, the
shares in Kieler Maschinenwerke GmbH and Pro-Valve GmbH were sold to Blitz 26-286 SE. As part
of an amendment to the Articles of Association, Blitz 26-286 SE was renamed "Kiel Power Systems
SE" on July 20, 2026. In addition, Private Assets SE & Co. KGaA, together with external banks and
legal advisors, is examining the possibility of a stock exchange listing of Kiel Power Systems SE in
the scale segment of the Frankfurt Stock Exchange as part of a private placement. At the time of

the release of this combined financial statement, no final decision had been made.
The events described above do not represent adjusting events after the balance sheet date within

the meaning of IAS 10 and therefore did not affect the recognition and measurement of assets and

liabilities as of 30 June 2026.
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Half-year financial statements as of June 30, 2026

Basis of Preparation of the Combined Financial Statements

The present combined financial statements, prepared in accordance with IFRS, and the combined
management report have been prepared exclusively to present the historical financial position,
financial performance and cash flows of the entities assigned to the Kiel Power Systems Group
(formerly Blitz 26-286 SE) namely Kieler Maschinenwerke GmbH (formerly ProMachining GmbH)
and Pro-Valve GmbH and their business activities. The combined financial statements have been
prepared in accordance with IFRS but do not constitute statutory consolidated financial
statements. Similarly, the combined management report does not constitute a group
management report within the meaning of sections 290 et seq. of the German Commercial Code
(HGB). They are intended to provide historical financial information in connection with the

assessment of strategic financing options.

The financial information presented is based on the principles of combination described in the
notes to the financial statements. It does not necessarily reflect the financial position, financial
performance and cash flows, nor the capital structure, that would have resulted had the Kiel
Power Systems Group existed as a standalone group throughout the entire reporting period
presented. Likewise, no direct conclusions regarding the future development of a standalone Kiel
Power Systems Group can be drawn from the combined financial statements and the combined

management report.

Business Model

The Kiel Power Systems Group comprises two entities: Kieler Maschinenwerke GmbH and Pro-

Valve GmbH. The business models are as follows.

Kieler Maschinenwerke GmbH

With effect from 15 January 2026, ProMachining GmbH was renamed into "Kieler
Maschinenwerke GmbH". The renaming was carried out in connection with the strategic
realignment of the company and reflects the company's long-standing ties to Kiel's historic

engineering and manufacturing heritage.

Kieler Maschinenwerke GmbH supplies highly complex ready-to-install components and modules
manufactured to customer specifications on the basis of cast or forged blanks, which can also be

pre-assembled upon customer request. The base materials that can be processed include iron
2
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(alloys, including high-strength variants), steel and aluminium. The available machinery fleet
comprises modern CNC milling machines, turn-mill centres, gantry milling machines, grinding
machines and boring mills. Component sizes that can be machined on these machines range from
individual weights of a few hundred grams up to 100 tons. On request, components can also be
painted or further treated via an established network of partners (e.g. hardening, shot blasting,
electroplating and plasma nitriding). The principal key customer and further customers are
drawn in particular from the business areas of data centres & energy supply as well as the
maritime and defence sectors. These are predominantly national and international OEMs and
large industrial corporations in the US and Europe. Production takes place at the traditional

engineering and marine location in Kiel and, since May 2025, also at the branch in Neum{inster.

Development activities focus on quality-enhancing measures in production as well as on the
progressive digitalisation of the value chain, including supporting corporate functions. In this
context, a cooperation with Kiel University of Applied Sciences has also been established, with a
focus on optimising the service life of machining tools. The competitive position of Kieler
Maschinenwerke GmbH is based in particular on the ability to manufacture complex, large-
volume precision components in small and medium batch sizes with a high degree of vertical
integration. The combination of modern machining technology, longstanding manufacturing
expertise and deep materials competence enables the processing of sophisticated components

for safety-critical applications across various industrial sectors.

Pro-Valve GmbH

Pro-Valve GmbH, headquartered at the shared Kiel site, focuses on two strategic business areas
with synergistic effects. In its core business, the company concentrates on the contract
manufacturing of intake and exhaust valves for large engines (marine engines, power generating
sets, compressors, etc.) to specific customer requirements. These valves are consumable items
in this type of engine and must be replaced at regular intervals as part of defined maintenance

schedules.

As a complementary business area, Pro-Valve GmbH offers contract welding and specialised heat
treatment processes. The combination of both business areas enables efficient utilisation of
production capacities and the exploitation of synergies within the value chain, thereby
contributing to the stabilisation of earnings performance. Long-standing customer relationships

as well as extensive materials and process expertise in the field of wear-stressed engine
3



Half-year financial statements as of June 30, 2026

components form the basis for a stable market position. Through the combination of series
production and specialised contract manufacturing services, Pro-Valve operates a diversified

business model with high technical value creation.

Economic report

Macroeconomic and Sector-Specific Framework Conditions

The German economy showed initial signs of cyclical stabilisation in the first half of 2026,
following several years marked by weak investment activity, persistent geopolitical uncertainty
and subdued industrial performance. According to the German Federal Statistical Office
(Destatis), price-, seasonally and calendar-adjusted gross domestic product (GDP) increased by
0.3% in the first quarter of 2026 compared with the previous quarter, thereby continuing the
modest recovery that began at the end of 2025. Positive momentum was driven primarily by
private consumption and a recovery in domestic demand, while the external economic

environment and investment activity continued to be affected by uncertainty.

The available economic indicators for the second quarter of 2026 point to a continuation of the
moderate pace of economic growth. While geopolitical tensions continued to weigh on economic
activity, key business sentiment indicators and incoming orders in the manufacturing sector
showed further improvement. The GDP nowcast most recently published by the German Federal

Ministry for Economic Affairs and Energy projected quarter-on-quarter GDP growth of 0.3%.

In its World Economic Outlook Update, the International Monetary Fund (IMF) expects global
economic growth to reach 3.0% in 2026 despite ongoing geopolitical risks and elevated
uncertainty. The global economy therefore remains comparatively resilient, although economic
developments continue to vary across regions. For Germany, the IMF anticipates a gradual
economic recovery, supported in particular by stronger domestic demand and increasing public
and private investment. At the same time, geopolitical risks, trade tensions and developments in

energy prices remain key sources of uncertainty for future economic growth.

The German mechanical and plant engineering sector remained challenging during the first half

of 2026, although initial signs of stabilization became apparent. Following a real production
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decline of approximately 5% in 2025, demand remained subdued, particularly in the domestic
market, while geopolitical uncertainties continued to weigh on investment activity. At the same
time, business sentiment and incoming orders showed initial signs of improvement during the
first half of the year. According to the German Mechanical Engineering Industry Association
(VDMA), real production in the German mechanical and plant engineering sector declined by
2.6% in the period from January to April 2026. As a result, the VDMA revised its production
forecast for 2026 from expected growth to broadly unchanged production compared with the
previous year. Despite the continued challenging market environment, the sector has shown
initial signs of stabilization, supported primarily by improving export demand, while domestic

demand remains weak.

Notwithstanding the overall difficult market environment, certain end markets developed

considerably more robustly.

In particular the data centre and energy supply, defence and marine sectors benefited from long-
term investment programmes, rising capital expenditure in particular in the power generation

and defence sector and stable spare parts demand.

The Kiel Power Systems Group is specialised in the manufacture of high-quality, predominantly
customised precision components and wear parts for industrial applications. The Group positions
itself as a specialised manufacturing and development partner for technically demanding and
complex components in selected industrial and future-oriented markets. As a result of this
positioning, the Group's business activities developed overall more robustly than the general
mechanical and plant engineering sector during the reporting period. In particular, rising demand
from the data centre and energy supply as well as defence and marine sector and stable spare

parts demand in the large engine segment partly offset the general cyclical headwinds.

The Kiel Power Systems Group also benefits from long-term structural developments in its core
markets. These include in particular the growth of Al and subsequent need for energy
infrastructure expansion and and rising investment in the defence industry. At the same time,
the Group's high degree of vertical integration, long-standing and international customer
relationships and specialisation in safety-critical and technically demanding components provide

a solid foundation for a sustainable competitive position.

Business Performance and results of Operations
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The Kiel Power Systems Group developed positively during the first six months of the year 2026,
despite a challenging market environment. The operational business development was
characterised in particular by a significant expansion of business volumes, changes in the product

mix and the further development of business relationships with existing customers.

The customer base of the Group remains concentrated and consists predominantly of
internationally operating manufacturers of large-scale engines, power generation equipment
and industrial drive systems. The long-standing business relationship is based on close technical
cooperation and the supply of high-quality components for different application areas. In
addition, business relationships exist with further customers from the data centre and energy
supply, maritime and defence business areas, the further development and diversification of the

customer portfolio is being continuously pursued as part of the sales strategy.

Revenue of the Kiel Power Systems Group increased significantly in the first half of 2026, rising
from kEUR 15,751 in the prior-year period to kEUR 20,015. The increase in revenue reflects the
continued strong demand for the Group's products. However, revenue remained below
management's original expectations, primarily due to delays in the delivery of raw castings by a
key supplier, which adversely affected production and delivery schedules.

Despite these operational challenges, earnings improved considerably compared with the prior-
year period. EBITDA improved from kEUR -1,830 in the first six months of 2025 to kEUR -311 in
the reporting period. Although profitability remained below expectations as a result of the lower-
than-planned revenue volume caused by supply chain bottlenecks from a casting supplier, the
negative impact was partially mitigated through cost-saving measures implemented during the

reporting period.

Overall, management assesses the Group's performance in the first half of 2026 positively.
Despite continued operational challenges and a demanding market environment, the Group
significantly increased revenue, substantially improved earnings and further strengthened its
market position in its key customer segments. The strong order intake and record order backlog
provide a solid basis for continued growth in the second half of 2026, although the successful
execution of the planned production ramp-up driven by sufficient raw material supply and the

continued expansion of qualified personnel remain key priorities.
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Financial Position and Net Assets

The financial position and net assets of the Kiel Power Systems Group remained stable overall
during the first half of 2026 and were primarily characterised by the continued production ramp-

up and the significant increase in the Group's order backlog.

Total assets increased from kEUR 23,770 as of December 31, 2025 to kEUR 24,373 as of June 30,
2026. While non-current assets remained largely unchanged, current assets reflected the
operational ramp-up. Inventories increased by kEUR 723 to kEUR 5,505 and trade receivables
increased by kEUR 2,055 to kEUR 6,729, with outstanding receivables relating almost entirely to
the Group's three largest customers. Cash and cash equivalents decreased by kEUR 2,947 to kEUR
1,321. Operating cash flow was negative during the reporting period, primarily due to the
increase in working capital, which amounted to kEUR -4,172. The increase in inventories and
receivables reflects the preparation for the planned increase in production volumes. At the same
time, delays in the supply of raw castings by a key supplier postponed the delivery and invoicing
of finished products, resulting in a temporary mismatch between cash outflows for production

and the recognition of the related revenue.

Equity amounted to kEUR 118 as of June 30, 2026, following the net loss for the period of kEUR
1,747. Management expects equity to improve significantly by year-end 2026, supported by the

substantial order backlog.

Financial liabilities increased primarily as a result of the conclusion of a four-year hire purchase
agreement for production machinery. The increase in trade payables from kEUR 8,046 as of
December 31, 2025 to kEUR 12,351 as of June 30, 2026 mainly reflects procurement activities

associated with the production ramp-up and the execution of newly received orders.

At the time of preparation of this management report, production capacity is fully utilised on the

basis of the existing order backlog until approximately the end of 2027.

Overall, management considers the Group's financial position and net assets to be sound.
Although the temporary supply constraints affecting raw castings delayed the recognition of
revenue and resulted in a negative operating cash flow during the first half of the year, these
effects are considered temporary and primarily reflect the timing of the production ramp-up

rather than underlying demand. The absence of external bank borrowings, together with the
7
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exceptionally strong order backlog and the resulting high capacity utilisation through

approximately the end of 2027, provides a solid foundation for the Group's further development.

Financial and Non-Financial Key Performance Indicators

The operational management of the Kiel Power Systems Group is based on selected financial and

non-financial key performance indicators (KPIs).

Financial KPIs include in particular order intake and fixed as well as soft order-backlog, revenue
and EBITDA. Fixed order backlog represents the total contracted revenue from signed customer
orders, while soft order backlog represents expected future customer demand not yet covered
by binding purchase orders, based on framework agreements or other documented
commitments, customer indications and verbal commitments. Where appropriate, expected
volumes are probability-weighted to reflect the level of certainty. Order intake serves as a key
leading indicator for future business development and the utilisation of production capacities.
Revenue and EBITDA represent the central management metrics for the Group's growth and

operational earnings performance.

In addition, the Group monitors selected non-financial KPls, including in particular the
productivity of manufacturing processes, compliance with defined quality standards and on-time
delivery performance. Productivity is assessed in particular on the basis of production capacity
utilisation, machine availability and the efficiency of manufacturing processes. Quality
management is based on compliance with customer-specific quality requirements, the results of
internal quality inspections and the analysis of quality deviations and rework cases. Delivery
performance is monitored in particular on the basis of adherence to agreed delivery dates and

the timely completion of customer orders.

The aforementioned KPls are regularly analysed within the framework of operational
management and serve the continuous improvement of production processes, the assurance of

high product quality and the long-term enhancement of customer satisfaction.
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Forecast Report

The following forecasts are based on the corporate planning available at the time of preparation

of this management report and on management's current expectations.

An overall positive business development is expected for the Kiel Power Systems Group during
the remainder of financial year 2026. The fixed order backlog as of August 31, 2026 amounted to
EUR 110 million while the soft order backlog stood at EUR 150 million, providing a positive
foundation for revenue development in financial year 2026. Against this backdrop, management
expects a significant improvement in operational business performance for financial year 2026.
Based on current corporate planning, total revenue of over EUR 50 million in 2026 together with

an increase in EBITDA margin in 2026 to over 5 %.

The business development of the Kiel Power Systems Group in the first half of 2026 was adversely
affected in particular by constraints in the supply of cast blanks. Since July 2026, the supply
situation has improved noticeably. Based on the high level of market demand — particularly from
the decentralised energy generation sector in the context of artificial intelligence (Al)
applications — the firm order backlog of the Kiel Power Systems Group is currently at an all-time

high with a continued strongly increasing trend.

The total order backlog as at August 31, 2026 was EUR 260 million which comprises a fixed order
backlog of EUR 110 million and a soft order backlog of EUR150 million such that the Group's
current production capacity is fully utilised through the end of 2027. Based on the volume
planning for 2028 already agreed on a binding basis with the Group's principal customers,
management expects further order placements in the course of 2026 that would utilise current
capacity through to and including 2028. A significant proportion of series production relates to
components for large-bore gas engines, which are used in particular in decentralised energy

supply and energy-intensive applications.

In view of the continued high level of demand and the current sales planning of the principal
customer, the Kiel Power Systems Group plans a gradual but significant expansion of its
production capacities as well as further investments in machinery, production infrastructure and
process optimisation. Based on the principal customer's current sales planning, the expected
growth from the existing business relationship alone would open up substantial additional
revenue potential in the long term. At the same time, sales activities are being further intensified
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in order to gradually broaden the customer base and reduce the dependence on the key account
over the long term. In addition to the established markets, further growth potential exists in

particular in the defence, marine, energy and mechanical and plant engineering sectors.

The positive long-term market outlook is supported in particular by globally increasing demand
for decentralised energy supply. Key growth drivers include the continued expansion of high-
performance data centres — in particular for artificial intelligence (Al) applications — as well as
the growing demand for high-performance emergency power and energy supply systems for
industry and critical infrastructure. Management regards this as representing attractive

structural growth potential for the components manufactured by Kieler Maschinenwerke GmbH.

The business development of Pro-Valve GmbH is expected to continue to be characterised by
overall stable demand during the remainder of the year. The business is largely based on the
regular replacement of wear-related engine components within the framework of scheduled
maintenance and service intervals, and is therefore characterised by comparatively steady
demand. The focus continues to be on ensuring high product quality, reliable delivery
performance and the continuous optimisation of production processes. In addition, cooperation
with customers and suppliers is to be further deepened in order to continuously improve
production and material planning over the long term. At the same time, the company is pursuing
the objective of gradually expanding its customer base and developing additional areas of

application for its manufacturing and heat-treatment expertise.

Based on current planning, management expects revenue growth in the year 2027 of over EUR
90 million and to achieve a double digit EBITDA margin. The key drivers of this development are
the high fixed order backlog in the area of mechanical manufacturing of large-volume
components, the significantly improved supply of blanks and the stable demand for large engine
components and the associated manufacturing services. The Kiel Power Systems Group's
financial position, liquidity and results of operations are expected to remain sustainably robust
over the next financial year. Notwithstanding the continued challenging macroeconomic
environment, the Kiel Power Systems Group considers itself well positioned — by virtue of its
specialisation in technically demanding components, its high manufacturing competence and its
positioning in structurally attractive end markets — to continue its profitable growth trajectory.
Management will continue to closely monitor developments in procurement markets, in
particular the supply of blanks, as well as developments in international sales markets, and will

adjust investment and capacity planning as necessary in response to changing market conditions.
10
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Risk and Opportunity Report

Risk Management Process and Internal Control System

Entrepreneurial activity is inextricably linked with risks and opportunities. Risks are understood
as possible future developments or events that could lead to a negative deviation from the plans
and expectations of the Kiel Power Systems Group. Opportunities, by contrast, refer to possible
developments or events through which planned development may be exceeded or the Group's

competitive position sustainably improved.

During the first half-year 2026, Kiel Power Systems Group were fully integrated into the risk
management and internal control system of the Private Assets SE & Co. KGaA Group.
Responsibility for the identification and operational management of company-specific risks
rested with the management of the respective entities. The entities were additionally supported
by the Private Assets Group through investment controlling and group-wide reporting,
monitoring and control processes. This integration continued until the change in ownership
described in the subsequent events report. Following the change in ownership, Kiel Power
Systems Group have operated independently under their new ownership structure and are no
longer integrated into the risk management, reporting, monitoring and control processes of the

Private Assets Group.

The risk management process encompasses systematic identification, assessment, management
and monitoring of risks. Risk identification is carried out both at the level of the operating entities
and within the framework of overarching group management. The basis is formed by the ongoing
monitoring of business and market developments, the analysis of financial and operational
metrics, plan-versus-actual comparisons and event-driven assessments of extraordinary

developments.

The identified risks are assessed on the basis of their potential impact on the financial position,
financial performance and cash flows, as well as their probability of occurrence. Both probability

of occurrence and potential loss are classified into the categories "low", "medium" or "high". In

addition to directly quantifiable effects, possible indirect consequences are also taken into
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account, such as the impact on production processes, delivery capability, customer relationships,
reputation or the implementation of strategic objectives. Assessments are generally carried out
within a one-year time horizon, unless the nature of the risk warrants a longer period. No
individual risks, or risks in combination, that would threaten the Kiel Power Systems Group's

existence were identified during the reporting period.

Structured reporting processes are in place for the ongoing monitoring of economic
developments. Management receives regular reports on the development of key financial and
non-financial management metrics, as well as further risk-relevant indicators. These include in
particular the development of order intake and order backlog, revenue, earnings, liquidity and
selected production- and quality-related information. Ongoing plan-versus-actual comparisons
and analyses of material variances are also carried out. For extraordinary or potentially existence-
threatening developments, an event-driven reporting process is in place through which material

changes in the risk profile are communicated promptly to the responsible decision-makers.

Management of the entities is carried out on the basis of, among other things, daily, weekly and
monthly reports and metrics. The order backlog and liquidity development are closely monitored.
In addition, a monthly management reporting package is available, which is continuously
adapted — as required — to new information and management requirements. The existing
controlling and financial systems were further developed during the reporting period in order to

enhance transparency regarding operational and financial performance.

The internal control system encompasses organisational regulations, processes and controls
designed in particular to:

e ensure the accuracy and reliability of financial reporting;

¢ support compliance with statutory provisions and internal guidelines; and

e promote the efficiency and security of key business processes.
The key elements of the internal control system include clearly defined responsibilities and
accountabilities, segregation of duties, the dual control principle for material transactions and
decisions, IT-supported access and authorisation concepts, and regular reconciliation and
plausibility checks. In addition, standardised processes for financial reporting and the

preparation of financial statements were in place.

No independent internal audit function existed during the reporting period. Monitoring of key

control mechanisms was therefore carried out in particular by management, the responsible
12
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specialist functions and through the reporting and control processes of the Private Assets Group.
Findings from ongoing monitoring activities, external audits and operational business activities
were taken into account in the further development of systems. The historical integration of the
entities into these structures is described accordingly in the group management report of the

Private Assets Group.

The assessment of probability of occurrence takes into account in particular historical
experience, current business developments, the market and competitive environment and the
effectiveness of management and monitoring measures already implemented. The assessment
of potential loss is guided by the possible effects of the respective risk on the financial position,
financial performance and cash flows and on the operational activities of the Kiel Power Systems

Group.

The overall assessment presented below takes into account existing risk mitigation measures and

therefore represents an assessment of the remaining net risk.

Macroeconomic and Geopolitical Risks and Opportunities

The business development of the Kiel Power Systems Group is dependent on the general
economic development in Germany and in international sales markets. A sustained weakness in
industrial production, a decline in investment appetite or a deterioration of the global economic
environment could lead to delays or reductions in customer orders, thereby weighing on the

Group's order intake, capacity utilisation, revenue and earnings.

Additional risks arise from geopolitical conflicts, trade policy tensions, possible tariffs and
sanctions and the increasing fragmentation of global trade. Changes in US trade policy may affect
internationally active customers and their investment decisions in particular. Military conflicts in
the Middle East and the war in Ukraine may also impair international supply chains, energy prices
and the availability of certain materials. These developments are largely beyond the Group's

control.

Rising or sharply fluctuating energy, raw material and transport costs may increase the cost base
of the Kiel Power Systems Group. To the extent that such cost increases cannot be passed on to

customers, or can only be passed on with a time lag, this may weigh on the operating margin. A
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renewed increase in inflation could additionally lead to higher personnel, procurement and

financing costs.

At the same time, changes in the economic and geopolitical environment present opportunities.
The growing importance of resilient and regional supply chains may favour a relocation of
manufacturing activities back to Germany and Europe. The Kiel Power Systems Group may
benefit from corresponding nearshoring and reshoring trends by virtue of its technical
manufacturing competence, available production capacities and experience with sophisticated

industrial components.

Further opportunities arise from increasing investment in defence capabilities, energy supply and
critical infrastructure. The long-standing industrial experience at the Kiel site and the existing
competencies in the machining of technically demanding, large-volume components open up
possibilities for winning additional contracts in the defence, marine and energy sectors.

Taking into account existing management measures, the probability of occurrence of
macroeconomic and geopolitical risks is assessed as medium and the potential impact as

medium. The remaining overall risk is therefore assessed as medium.

Market, Customer and Sales Risks and Opportunities

The Kiel Power Systems Group generates almost its entire business volume with several entities
of an internationally active industrial corporation. The Group's economic development is
therefore significantly dependent on the continuation and scope of these business relationships.
A material reduction in order volume, a fundamental change in procurement strategy or the loss
of these business relationships would significantly impair the financial position, financial
performance and cash flows of the Kiel Power Systems Group and could, in extreme cases, have
an existence-threatening impact. Management therefore attaches paramount importance to this

customer concentration risk and monitors its development continuously.

By contrast, several significant risk-mitigating factors currently exist. The business relationships
have in some cases existed for many years and are based on close technical cooperation and
extensive qualification and approval processes. The components manufactured are technically
demanding and are an integral part of complex large engines. In management's assessment, only

a small number of companies in Europe have the technical capabilities and available capacities
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to provide comparable services at the required quality and scale. A change of supplier would

therefore generally involve considerable technical, time-related and financial effort.

Furthermore, the Kiel Power Systems Group, at the time of preparation of this management
report, has a high level of production capacity utilisation through to approximately end of 2027.
Significant growth drivers are additionally expected from the expansion of high-performance
data centres, in particular for artificial intelligence (Al) applications, as well as from the growing
demand for decentralised energy supply, emergency power and backup systems. The
components manufactured by the Kiel Power Systems Group are used, among other things, in
large-bore gas engines that find application in these areas. In addition, rising investment in
defence, marine and critical infrastructure provides further growth potential. Management
continues to pursue the objective of gradually broadening the customer base and reducing the

existing customer concentration over the long term.

Considering the financial strength of the key customer group, the long-standing business
relationship, the significant technical barriers to entry, and the positive market outlook, the
likelihood of occurrence is assessed as low to medium, while the potential impact is considered

high. Overall, the remaining net risk is assessed as medium.

Competitive Risks and Opportunities

The Kiel Power Systems Group operates in competitive markets. Competitive risks arise in
particular from price competition, technological developments and the market entry of new
providers or capacity expansions by existing competitors. International competitors, particularly

from low-cost countries, may additionally exert competitive pressure in certain product areas.

In management's assessment, however, competitive risk is currently limited. The competitive
position of the Kiel Power Systems Group is determined principally by its high manufacturing
competence, long-standing customer relationships and its ability to machine technically
demanding, large-volume components. The market for these services is characterised by high
technical and quality requirements and extensive qualification and approval processes, giving
rise to significant barriers to entry. Furthermore, in management's assessment, only a small
number of companies in Europe — currently approximately three to five market participants —
possess the technical prerequisites and manufacturing capacities to provide comparable services

on this scale. Switching of existing customers to alternative suppliers therefore generally involves
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considerable technical, time-related and financial effort. Management continuously monitors
competitive developments. Overall, competitive risk is currently assessed as low, taking into

account the existing market structure and high entry barriers.

Procurement and Supply Chain Risks and Opportunities

A material risk for Kieler Maschinenwerke GmbH relates to the availability of suitably qualified
cast and forged blanks. Supply bottlenecks, quality problems or financial difficulties of individual
foundries may lead to delays in the production process, inefficient capacity and temporary

revenue shortfalls.

In the past, the supply of castings was to a significant extent covered by a foundry located at the
Kiel site. Its financial difficulties and the subsequent acquisition by a new investor gave rise to
uncertainties regarding long-term supply security. Should the continued existence of individual
suppliers not be assured, alternative sources of supply would need to be qualified and production
volumes redistributed. Due to customer approval requirements and technical specifications, the

transition to alternative suppliers may take a considerable amount of time.

In addition, price increases for raw materials, energy and upstream products may raise
manufacturing costs. This risk is of particular relevance where cost increases cannot, or can only
with a time lag, be passed on to customers. The Group addresses these risks through close
monitoring of suppliers, the development of alternative sources of supply, proactive material

planning and the maintenance of long-term supplier relationships.

Opportunities arise from a further professionalization and diversification of procurement. The
qualification of additional suppliers can enhance supply security, reduce dependencies and
improve the negotiating position. Long-term and stable supplier relationships can also lead to

greater planning reliability, improved quality and a reduction in disruption risks.

Due to the supply constraints already experienced in the past and the limited short-term
replaceability of individual suppliers, probability of occurrence is assessed as medium. Possible
supplier failures could lead to significant production interruptions and revenue shortfalls, such

that potential impact is assessed as high. The remaining overall risk is assessed as high.
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Production, Quality and Investment Risks and Opportunities

The production processes of the Kiel Power Systems Group are characterised by technically
demanding machining procedures, high quality requirements and, in some cases, large
component dimensions. Failures of key machines, technical malfunctions, unplanned
maintenance requirements or delays in production planning may impair delivery capability and

give rise to additional costs or revenue deferrals.

Quality defects may cause rework, scrap, contractual penalties or warranty and liability claims.
In addition, repeated quality or delivery problems may impair customer relationships and the
Group's market position. These risks are addressed through ongoing quality controls, defined
manufacturing and approval processes, the monitoring of key quality metrics and regular
maintenance measures. Risks from product liability claims are additionally covered by existing
insurance policies, although comprehensive insurance coverage cannot be guaranteed in every

case.

The planned expansion of production capacities is associated with investment and
implementation risks. Investments may be delayed, incur higher costs than planned or become
productive later than expected. There is also a risk that additional capacities may not be utilised
to the expected extent. Investment decisions are therefore taken on a step-by-step basis, taking
into account the order backlog, customer planning, financing options and available personnel

and technical resources.

At the same time, the capacity expansion, modernisation of the machinery fleet and optimisation
of production processes present significant opportunities. Modern machinery and digital
production management systems can improve productivity, quality, flexibility and operational
resilience. The utilisation of the additional capacities at the Neuminster site opens up the
possibility of realising further growth whilst simultaneously reducing dependence on individual

production equipment or sites.

Taking into account existing quality, maintenance and investment processes, both the probability

of occurrence and the potential impact of production, quality and investment risks are assessed

as medium. The remaining overall risk is therefore assessed as medium.
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Financing, Liquidity and Default Risks and Opportunities

Ensuring adequate liquidity at all times is of material importance for the Kiel Power Systems
Group. Risks may arise in particular from delayed payment receipts, an increased working capital
requirement, a build-up of inventories or receivables, and from unplanned investment and

maintenance requirements.

Customer concentration simultaneously leads to a concentration of the receivables portfolio.
Payment defaults or material delays on the part of the principal customer could therefore have
a significant impact on liquidity. However, given the creditworthiness of the principal customers
and the long-standing business relationships, default risk is currently assessed as limited.
Receivables and payment terms are continuously monitored and partially secured through trade
credit insurance or financing programmes. Kieler Maschinenwerke GmbH participates in a
supplier financing programme of the principal customer that enables early liquidity inflows from
receivables. In addition, sale-and-rent-back and sale-and-leaseback structures have been used to
raise liquidity. These instruments provide a short-term liquidity boost but simultaneously give

rise to ongoing interest, rental or lease charges and may influence future financial flexibility.

During the reporting period, liquidity management was integrated into the cash and financial
management of the Private Assets Group. Liquidity development was monitored through regular
planning and reporting processes. Following the change in ownership, Kiel Power Systems Group
has operated independently under their new ownership structure and have been responsible for
their own liquidity and financial management. At the time of preparation of the management
report, management assesses the liquidity position as adequate. Nevertheless, material negative
deviations in order intake, production interruptions or an unexpectedly high working capital

requirement could necessitate additional financing measures.

Opportunities arise from an improved operational cash flow performance, a reduction in working
capital and from the optimization of existing financing instruments. A positive earnings
development and improved creditworthiness may additionally facilitate access to additional

sources of financing and more favourable terms.

Based on the existing liquidity planning, available cash and cash equivalents, the
creditworthiness of the key customers, and the financing facilities available, the likelihood of a

material liquidity shortfall or a significant receivables default is assessed as low. As a material
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liquidity shortfall or the default of a major customer could have a significant impact on the
Group's business activities, the potential impact is assessed as medium. Overall, however, the

residual overall risk is assessed as low.

Personnel and Key Competency Risks and Opportunities

The commercial success of the Kiel Power Systems Group depends to a significant degree on
qualified specialist and management personnel. In particular, long-standing experiential
knowledge is required for the machining of complex large-scale components, the operation of
specialised machinery, production planning, quality assurance and technical project

management.

The loss of key individuals or experienced specialists may lead to a loss of know-how, productivity
losses and delays. At the same time, there is a risk that vacant positions may not be filled, or may
only be filled with a time lag, as a result of the skilled labour shortage. The planned growth and
expansion of production capacities will additionally increase the future demand for qualified

personnel.

The Group addresses these risks through the further development and upskilling of existing
employees, employee retention measures, structured onboarding and knowledge transfer
processes and the recruitment of new specialists. A strong affinity with the traditional sites of
Kiel and Neumiinster, combined with technically demanding activities, can support the
attractiveness as an employer. Opportunities exist in particular in the targeted development of
internal talent, the transfer of experiential knowledge to younger employees and the recruitment
of additional specialists. Collaborations with educational institutions and universities can help to
address potential recruits at an early stage and simultaneously advance technological and

production-related issues.

Against the backdrop of the skilled labour shortage and the high importance of specialised
experiential knowledge, both the probability of occurrence and the potential impact of personnel
and key competency risks are each assessed as medium. The remaining overall risk is therefore

assessed as medium.
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IT, Cyber and Digitalisation Risks and Opportunities

The business and production processes of the Kiel Power Systems Group are increasingly
dependent on a stable and secure IT infrastructure. Failures of ERP, production planning or
communication systems may impair order processing, production control and financial reporting.
Cyber attacks — in particular ransomware, phishing or system access — may lead to operational

disruptions, data losses and the leakage of confidential information.

Further risks may arise from data protection breaches, which could give rise to financial
sanctions, liability claims and reputational damage. To mitigate these risks, technical and
professional security measures, access and concepts, data backups and external IT and data
protection expertise are deployed. The IT system landscape and the existing controlling and

financial software are being developed progressively.

Digitalisation simultaneously offers significant opportunities. Better integration of production,
quality and financial data can enhance transparency, accelerate planning processes and enable
earlier identification of deviations. Digital production and controlling tools can additionally

improve productivity, capacity management, quality and delivery reliability.

Due to the general increase of cyber attacks, the probability of occurrence of a material IT or
cyber incident is assessed as medium, notwithstanding the existing security measures. A
prolonged failure of central IT or production systems could cause significant operational and
financial impacts, such that potential impact is assessed as high. The remaining overall risk is

assessed as high.

Legal, Regulatory and Compliance Risks and Opportunities

The Kiel Power Systems Group is subject to a large number of statutory, contractual and
regulatory requirements. These include in particular employment, tax, environmental, product
liability and other regulatory requirements, as well as requirements relating to export controls,

data protection and occupational health and safety.

Legal risks may arise in particular from breaches of contract, warranty and product liability
claims, delivery delays and disputes with customers, suppliers or employees. Management
addresses these risks through established contract review and approval processes and, where

necessary, through the involvement of external legal advisors.
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New or tightened statutory and regulatory requirements may give rise to additional
administrative effort, investment requirements and ongoing costs. This applies, among other
things, to environmental and energy requirements, supply chain and sustainability requirements

and possible additional requirements arising from a future capital market orientation.

Rigorous compliance with legal and regulatory requirements simultaneously offers
opportunities. Professional compliance and control structures can strengthen the trust of
customers, suppliers, employees and potential investors. Early implementation of new
requirements can additionally contribute to the achievement of competitive advantages and the
preparation of the Group for further growth and a potential standalone capital market

positioning.

Based on the established contract review and approval processes, existing insurance coverage
and the as-needed involvement of external advisors, the probability of occurrence of material
legal or compliance-related losses is assessed as low. Potential impact is assessed as medium.

The remaining overall risk is assessed as low in aggregate.

Environmental, Energy and Climate Risks and Opportunities

As a manufacturing group, the Kiel Power Systems Group is dependent on the availability and
price development of energy. Rising energy prices or constraints in energy supply may increase
production costs and impair manufacturing processes. Physical climate risks, such as extreme
weather events, may place a burden on production sites, infrastructure and supply chains. In
addition, tightened environmental and emissions requirements may necessitate additional
investment. Customers may in future impose higher requirements regarding energy efficiency,
CO, transparency and sustainable production processes. Failure to meet such requirements may

impair competitiveness and the ability to win new contracts.

At the same time, opportunities arise from improved energy and resource efficiency. Investment
in modern machinery, digital production management and energy-efficient processes can reduce
costs and strengthen the competitive position. The growing demand for decentralised energy
supply, high-performance emergency power systems and modern energy infrastructure also
provides additional sales opportunities for the components manufactured by Kieler

Maschinenwerke GmbH.
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The probability of occurrence of material burdens arising from energy price increases, regulatory
requirements or physical climate risks is assessed as medium. Given the possible effects on
production costs, investment requirements and supply chains, potential impact is also assessed

as medium. The remaining overall risk is therefore assessed as medium.

Overall Assessment of Risks and Opportunities

In management's assessment, at the time of preparation of this management report, no risks
exist that could — individually or in aggregate — threaten the continued existence of the Kiel
Power Systems Group. Available liquidity is assessed as adequate. Nevertheless, future economic

development is subject to uncertainties.

The risks assessed as high individually are in particular procurement and supply chain risks and
IT and cyber risks. The high assessment in these areas is partly attributable to the potential
impact in the event of occurrence and does not imply that the materialisation of the respective
risk is regarded as the more likely outcome. The remaining risk areas are predominantly classified

as medium or low overall risks.

These risks are counterbalanced by significant opportunities. These include in particular the
existing order backlog, the long-standing business relationship with the principal customer and
its planned expansion of engine production, growing demand for decentralised energy supply
and emergency power systems, as well as additional market potential in the defence, marine and
critical infrastructure sectors. Further opportunities arise from the expansion of production
capacities, the diversification of the customer and supplier base and the continued optimisation

and digitalisation of production processes.

Overall, management assesses the balance of opportunities and risks as positive, as the
opportunities for the Company's sustainable development outweigh the identified risks. By virtue
of its high technical competence, long-standing customer relationships, existing order position
and positioning in structurally attractive end markets, the Kiel Power Systems Group considers
itself well placed to capitalise on the identified opportunities and to address existing risks with
appropriate management measures. In management's view, the opportunities for sustainably

positive business development outweigh the identified risks.
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Kiel, September 7, 2026

Kieler Maschinenwerke GmbH

Director

Peter Nortmann

Pro-Valve GmbH
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