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Herti - AD

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as of December 31, 2023

Notes December 31,

December 31,

2023 2022
BGN'000 BGN'000
Non-current asset:
Property, plant and equipment 4 22 674 25 627
Intangible assets 5 69 125
Investments 6 3 3
Total non-current asset: 22 T4¢ 25 75¢
Current asset:
Inventories 7 13825 13 899
Trade and other receivables 8 9209 13629
Cash and bank balances 9 11 348 4926
Total current asset: 34 38: 32 45¢
Total asset: 57 12¢ 58 20¢
Equity
attributable to owners of the Company
Share capital 10 12014 12014
Retained earnings 17 434 11 896
Total equity 29 44¢ 23 91(
Non-current liabilities
Non-current bank borrowings 11 5580 11014
Government grants 12 1893 1246
Deferred tax liabilities 13 547 601
Retirement benefit obligation 14 571 661
Total non-current liabilities 8 591 13 52:
Current liabilities 15 19 08¢ 20 77
Total liabilities 27 68( 34 29¢
Total equity and liabilities 57 12¢ 58 20¢
Chief Executive Officer: (signed) Registered Auditor: (signed)

Zahari Zahariev

Chief Financial Officer: (signed)
Ivaylo Petrov

April 15, 2024

The accompanying notes are an integral part of these financial statements.

Consolidated Financial Statements as of December 31, 2023



Herti - AD

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended December 31, 2023

Notes Year ended Year ended
December 31, December 31,
2027 202z
BGN'000 BGN'000
Revenue 16 76 723 90 791

Other income 17 1 366 3863

Total revenue and other incom 78 08¢ 94 65¢
Raw materials and consumables used 18 38940 56 839
Hired services 19 6 656 7 827
Employee benefits expense 20 17909 17 669
Depreciation and amortisation expenses 4985 4 046

Other expenses 21 1229 663
Total operating expense 69 71¢ 87 04«

Cost of goods sold 17 564

Changes of inventories of finished goods and work in progress 413 -550
Total adjustments 43C 14

Interest income/(expenses) 22 -609 -381
Exchange rate gain/(loss) 13 13

Other finance costs -81 -78
Total finance income/(costs (677 (446
Profit before tax 7 267 7 15C

Tax benefit/(expense) 23 (812) (901)
Profit for the year 6 45 6 24¢
Items that will not be reclassified subsequent
to profit or loss

Actuaria gaing/(losses), net of income tax - -69
Items that may be reclassified subsequently to prifor loss

Exchange differences on trand ating foreign operations -12 38
Other comprehensive income for the ye: (12) (31)
Total comprehensive income for the yes 6 43¢ 6 21¢
Total comprehensive income attributable to:

Owners of the Company 6439 6218
Earnings per share in BGM 24 0,54 0,52
Chief Executive Officer: (signed) Registered Auditor: (signed)
Zahari Zahariev
Chief Financial Officer: (signed)

Ivaylo Petrov
April 15, 2024

The accompanying notes are an integral part of these financial statements.

Consolidated Financial Statements as of December 31, 2023



Herti - AD

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended December 31, 2023

Equity attributable to equity holders of the parent
Share Share Legal Additional Retained Profit/ Total
capital premium reserve reserve earnings (loss’

BGN'O0O0  BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000

Balance at January 1, 202 12 01« 29 563 44€ 367 157 18 29¢
Transfer to retained earnings - - - - 1572 -1572 -
Transfer to legal reserve - - 139 - -139 - -
Dividends distribution - - - - -481 - -481
Adjustment arising from change in interest in asubsid - - - - -123 - -123
Total comprehensive income for the year - - - - -31 6 249 6 21¢

Balance at December 31, 20: 12 01« 29 70z 44€ 4 47( 6 24¢ 23 91(
Transfer to retained earnings - - - - 6 249 -6 249 -
Transfer to legal reserve - - 521 - -521 - -
Dividends distribution - - - - -901 - -901
Total comprehensive income for the year - - - - -12 6 451 6 43¢

Balance at December 31, 20: 12 01« 29 122 44€ 9 28t 6 45] 29 44¢

Chief Executive Officer: (signed) Registered Auditor: (signed)

Zahari Zahariev

Chief Financia Officer: (signed)

Ivaylo Petrov

April 15, 2024

The accompanying notes are an integral part of these financial statements.

Consolidated Financial Statements as of December 31, 2023



Herti - AD

CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended December 31, 2023

Cash and cash equivalents at the beginning of thear

Cash from operating activities
Receipts from customers and other debtors
Payments to suppliers and other creditors
Payments for salaries, social security and other
Refunded/(paid) taxes, net
Other cash flows from operating activities
Net cash from operating activitie:

Investing activities

Purchases of property, plant and equipment

Proceeds on disposal of property, plant and equipment
Loans and interest repaid

Proceeds from government grants

Acquisition of investment

Net cash used in investing activitie

Financing activities
Proceeds from borrowings
Repayment of borrowings
Payment for leases
Dividends paid
Interest and bank commisions paid
Net cash from/(used in) financing activitie

Net increase/(decrease) in cash and cash equivale
Effects of foreign exchange rate chang

Cash and cash equivalents at the end of the ye

Chief Executive Officer: (signed)
Zahari Zahariev

Chief Financial Officer: (signed)
Ivaylo Petrov

April 15, 2024

Year ended Year ended
December 31, December 31,
2023 2022
BGN'000 BGN'000
4 92¢ 2 35:
88 847 99 291
(53 607) (73 005)
(18 225) (16 906)
B777) (3076)
125 50
11 36: 6 35¢
(1767) (5132
18 180
- 137
1174 615
- (98)
(575 (4 298
910 3573
(3780) (2 228)
- (64)
(902) (481)
(641) (437)
-4 412 363
6 37¢ 2 41¢
46 15¢
11 34¢ 4 92¢

The accompanying notes are an integral part of these financial statements.

Registered Auditor: (signed)

Consolidated Financial Statements as of December 31, 2023



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023

1. General information

These consolidated financial statements presenfirthacial position, the financial performance
and the cash flows of Herti — AD (the Parent) asdsubsidiaries together further referred as the
Group. The Parent is registered as a joint-stockpamy under company file No in the Shumen
District Court and entered in the Commercial Regisit the Registry Agency under Unified
Identification Code 127631592. The seat and theesddof management of the Group is Shumen,
38, Antim | Str.

Herti AD is a public company and its shares ardeadaon the unofficial market of the Bulgarian
Stock Exchange. The main activity of the Group étated mainly with the production of

aluminium closures, plastic closures and thermdractible capsules for wine bottles, lacquering
and lithography on metal sheets.

The Group has a one-tier management system. Atake of preparation of these consolidated
financial statements, the Group is managed by adBafaDirectors consisting of five members and
is represented by the Chief Executive Officer ahd Chairman of the Board of Directors
individually and jointly according to the size dfiet transactions specified in the Articles of
Association of the Group. These consolidated anfimahcial statements have been approved by
the Board of Directors for issue on April 15, 2024.

2. Basis of preparation of the consolidated finanal statements and accounting principles
2.1. Basis of preparation

The annual closing of accounts and preparatiomotial financial statements for 2023 is carried
out in accordance with the Accountancy Act, whidlteeed into force from January 1, 2016. The
Group's management has reviewed the latest amemslrapd additions that were made to the
Accountancy Act as of December 31, 2023. Some @htlbome into force from the beginning of
2024, and the other from January 1, 2025, respgtiThe management of the Group believes that
they do not necessitate a change in the appliecdamsistently disclosed accounting policy as it is
set out further on. Under that Act, companies irdgBtia prepare their financial statements in
accordance with National Accounting Standards, agmt by the Council of Ministers (NAS).
Some companies, exhaustively listed in the Accawaytdct, are required to prepare their financial
statements in accordance with International AcdagnStandards issued by the International
Accounting Standards Board and adopted by the EampJnion (IAS). Companies that have
adopted and apply IAS under the repealed AccouwtAcst may continue with their application in
the future or one-off return to applying NAS. TheoGp is a public entity and its shares are traded
on a regulated market in a European Union MembateStTherefore, the present consolidated
annual financial statements are prepared under TA8se are the standards adopted in accordance
with Regulation (EC) No 1606/2002 of the Europeamliment and of the Council of July 19,
2002 on the application of International Accounti@tandards. As of December 31, 2023 IAS
include the International Accounting Standards, lfternational Financial Reporting Standards
(IFRS), Interpretations of the Standing Interpietes Committee and Interpretations of the
International Financial Reporting Interpretationsn@nittee, as well as subsequent amendments
and future standards and interpretations. IAS badriterpretations are reissued annually and after
the formal approval of the European Union becomgliegble for the year, in which they are
issued. Most of them are not yet applicable to @eup’s activity due to the specific and
considerably more complex issues discussed. TheigGhas complied with all standards and
interpretations that are applicable to its acegtand that are officially approved by the European
Union as of the date of preparation of these catesteld financial statements.

Consolidated Financial Statements as of December 31, 2023 6



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.2. Changes in accounting policies

Changes in IAS that have been in effect since Jariua2023 did not have and are not expected to
have an significant effect on the accounting pesicapplied to the consolidated annual financial
statements prepared by the Group. Moreover, theageanent of the Group does not consider
necessary to disclose in the consolidated annoanhdial statements the name of the International
Accounting Standards and Interpretations that len amended, whether formally approved by
the European Union or not, related to their apgibeain 2023 and in future periods, if they do not
relate to or seriously affect its activity. Suchsdosure of the names of Standards and
Interpretations that do not apply and are not ebgueto apply to the Group’s activities, could lead
to misunderstanding or mislead of the users ofitthermation from the present consolidated
financial statements.

2.3. Applicable measurement base

These consolidated financial statements have begraped under the historical cost convention, as
modified by the revaluation of certain assets anlifibilities to their fair value as of the endtbg
reporting period as far it is required by the ralstvaccounting standards and as far as this value
can be reliably measured. All such deviations fitben historical cost convention are disclosed in
the further disclosure of accounting principlesl fidures and disclosures for 2023 and 2022 are
presented in thousands of Bulgarian Lev (BGN) wletherwise stated. Earnings per share are
calculated and disclosed in BGN. Rounding of am®uig based on generally accepted
requirements.

2.4. Fair value measurement

Some accounting standards permit initial and sulesgtqmeasurement of certain assets and
liabilities at their fair value. The accounting reflards require fair value measurement of certain
financial assets and liabilities at the end of ifygorting period. Fair value is the price that vabul
be received to sell an asset or paid to transfebdity in an orderly transaction between market
participants at the measurement date. A fair valeasurement assumes that the transaction to sell
the asset or transfer the liability takes plackegiin the principal market for the asset or ligpibr

in the absence of a principal market, in the mdstatageous market for the asset or liability at th
measurement date. The fair value of a liabilityedt the effect of non-performance risk. Where
possible the Group measures the fair value of artaw liability using quoted prices in active
markets that the entity can access. An active maske market in which transactions for the asset
or liability take place with sufficient frequencyd volume to provide pricing information on an
ongoing basis. When quoted prices in active marketanot available the Group applies valuation
techniques that maximizes the relevant observalpets and minimises unobservable inputs. The
chosen valuation technique captures all factors nierket participants would take into account
when pricing the asset or liability. The fair valeencept assumes that financial instruments which
will be realized through the market. In most casesyever, especially regarding current trade
receivables and payables as well as borrowingsegathe Group expects them to be realized or
settled through their collection or payment at thee date. Therefore, such financial instruments
are reported at their nominal value or amortizest.cbhe majority of financial assets and liabitie
are current so, their fair value approximates thairying amount. The management of the Group
believes that under the existing circumstancedaineralue of the financial instruments reported in
the consolidated statement of financial positiom raost adequate and reliable for the purposes of
financial reporting.

Consolidated Financial Statements as of December 31, 2023 7



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.5. Consolidation

Consolidated financial statements of the Groupuielthe separate financial statements of the
Parent and the financial statements of the sub#digrepared as of December 31, 2023. All
assets, liabilities, equity, income, expenses asth flows of the companies within the Group are
presented as those of a single economic entitysiabes are companies that are controlled by
the Parent. Control is achieved where the Parezpssed, or has rights, to variable returns from
its involvement with the subsidiary and has thditghib affect those returns through its power over
the subsidiary. When preparing consolidated firdrgtatements, a uniform accounting policies for
reporting like transactions and other events inilamtircumstances is used by all companies
within the Group. All mutual participations in eguias well as all significant inter-company
transactions, balances and unrealized gains ogattinns within the Group are eliminated in full.
The results from the activities of the subsidiareee included in the consolidated financial
statements from the date the Parent gains comitdltbe date when the Parent ceases to control
the subsidiary. On acquisition of a subsidiary tuaternal Group restructuring its net assets and
financial results are included at the beginninghaf earliest period presented in the consolidated
financial statements.

2.6. Subsidiaries

As of December 31, 2023 the Group's direct or addirinterest in subsidiaries consolidated in
these financial statements is as follows:

Name of subsidiary 31.12.2023 31.12.2022
Proportion of  Proportion of
ownership ownership
interest interest
Tihert— EAD 10C 10C
Herti UK 10C 10C
Herti Franc 10C 10C
Herti German 10C 10C
Herti US 10C 10C
Herti Group International Romai 10C 10C

2.7. Investments in associates

Associatesare those entities over which the Group has siganiti influence but not control over the
financial and operating activities. Associates areounted for and presented in the consolidated
financial statements using the equity method. Tdwesclidated financial statements include the
proportion of the Group consistent with its papgation in the revenue and expenses of the
associates as at the end of the reporting period.

2.8. Non-controlling interest

Non-controlling interest is that part of the nesults of operations and of the net assets of a
subsidiary attributable to interests which are awhed, directly or indirectly by the Parent. As of
December 31, 2023 and 2022 all subsidiaries ar€/d.0@ined by the Group so, no non-controlling
interest is presented in these consolidated fimhstatements.

Consolidated Financial Statements as of December 31, 2023 8



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.9. Comparative figures

According to the Bulgarian accounting legislatiordahe requirement of IAS, the reporting year
ends as of December 31 and entities are obligpdetsent financial statements as of the same date
together with comparative figures for the prior ydathe Group has retrospectively amended its
accounting policy or has restated or reclassifiedain items, it presents comparative figures for
two prior periods in the consolidated statementgirancial position and in the corresponding
notes as follows:

a) as of the end of the prior reporting period;
b) as of the end of the earliest comparative repogigrgod.

Regarding the rest of the elements of the condelitifinancial statements and the corresponding
notes, the comparative figures are presented andf the end of the prior reporting period.

2.10. Use of accounting estimates

The preparation of the consolidated financial st&tets in conformity with IAS requires the
management to apply some accounting assumptionsaecmlinting estimates which affect the
reported assets and liabilities, and the disclosticontingent assets and liabilities as of the abit

the preparation of the consolidated financial statets, as well as the reported amounts of income
and expenses during the reporting period. All antiag estimates and assumptions are based on
the best estimate performed by the management d@keatlate of the consolidated financial
statements. The actual results may differ from theults presented in the accompanying
consolidated financial statements.

2.11. Functional currency and presentation currency

Functional currency is the currency of the primagponomic environment in which the Group
operates and in which the Group primarily generatesexpends cash. The functional currency of
the Group is Bulgarian Lev (BGN) which is the natibcurrency of Bulgaria, and has been pegged
to the EURO at a fixed exchange rate of EUR 1: BGDSE583. The exchange rates of BGN to the
other foreign currencies are determined by the &idg National Bank (BNB) applying the
exchange rate of EURO to the respective currencytheninternational markets. The foreign
exchange rate differences arising upon the settieofehese monetary positions or at restatement
of these positions at rates, different from tho$envinitially recorded, are reported as financial
income or financial expenses for the period in Wwhtbey arise. The consolidated financial
statements presentation currency of the Groupss BGN. The monetary positions denominated
in foreign currency as of December 31, 2023 aredta these consolidated financial statements as
follows:
e Assets and liabilities are stated at the closirgharge rate of BGN to the respective functional
currency as at the end of the reporting period,;
e Income and expenses are recalculated applying ¢ihghted average exchange rate of BGN to
the respective functional currency for the period;
e All exchange rates differences resulting from tlexatculations are reported as other
comprehensive income for the period.

The closing exchange rate of the Bulgarian Levh® mnain currencies with which the Group
operates, at the end of the current and prior teypperiods is as follows:

December 31, 2023 December 31, 2022

USD 1 = BGN 17699¢ USD 1 = BGN 1.8337
GBP 1 =BGN 2.250¢ GBP 1 =BGN 2.2051

Consolidated Financial Statements as of December 31, 2023 9



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.12. Financial risks management

The Group’s activities expose it to a variety ofaincial risks. Market risk is the risk that ther fai
value of future cash flows of the financial insteemts will fluctuate as a result of changes in
market prices, including currency (foreign exchagnggk, interest rate risk, and other price risk.
Credit risk is the risk that the financial instrumh@&ounterparties could cause each other financial
losses should they fail to perform as contractéquidity risk is the risk that the Group is unabde
meet its obligations when they fall due. The Boafdirectors is responsible for identifying and
managing the risks to which the Group is exposdie Group's risk management policy is
developed to identify and analyse the risks it $ate establish limits for taking risks and corgrol

to monitor risks and to comply with establisheditimThese policies are subject to periodic review
to reflect changes in market conditions and busimesivity. Through its standards and procedures
for training and management, the Group aims toldeveonstructive control environment in which
all employees understand their roles and obligation

2.12.1.Foreign currency risk

The Group’s activities are carried out mainly inr@ae but it also has relationships with foreign
suppliers and customers from America and otheriments and therefore, it is currently exposed to
a risk of exchange rate fluctuations as it sellpwochases goods and services denominated in USD
and EURO. Major part of the transactions of the upras denominated in EURO. Since the
exchange rate of the Bulgarian Lev is pegged tcd=&HRO, the Group is not exposed to a foreign
currency risk. The Group is exposed to a risk dageat with possible changes in the exchange rate
of other foreign currencies with which it operaté%art of the risk is hedged naturally by
synchronizing the incoming and outgoing cash fldwsominated in foreign currency. The Group
is using also other options, including foreign emay transactions with pre-fixed rates in order to
minimize the foreign currency risk.

2.12.2. Interest risk

The financial instruments that potentially expose Group to an interest rate risk are primarily
bank borrowings and finance lease contracts. TloGuses bank borrowings and leases, whose
interest rates are variable according to the géreranomic and financial conditions. As the
negotiated interest rate of the most borrowings laades is determined by a fixed margin over
EURIBOR/Average Deposit Index, the Group is pothi exposed to a cash flow risk. The
management performs periodic analyses of the meonoenic environment and assesses the
future interest rate risks for the Group. In therwof deterioration in the overall interest rates,
Group has the ability to use hedging instrumenk® fanagement of the Group does not believe
that currently there are conditions for a substhmiegative change in the agreed total cost of
financing that would lead to additional financiaks in respect to borrowings and finance lease
contracts as at 31 December 2023.

2.12.3. Price risk

The Group is exposed to price risk as it usessipribduction process inventories whose prices are
influenced by those on international markets. Thieug does not hedge the risk of changes in
commodity prices. The policy is to negotiate fiyaetes with suppliers with predominant maturity
up to half a year, thus avoiding the negative éffépossible increase in the price of raw material
during this period.

Consolidated Financial Statements as of December 31, 2023 10



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.12. Financial risks management (continued)
2.12.4. Credit risk

Credit risk is the risk that the Group’s clientsliwiot be able to pay the amounts of trade
receivables due in full and in time. The finandaisets of the Group are concentrated in two
groups: cash and receivables. The Group’s funds sl transactions are concentrated in
commercial banks with strong liquidity, which limithe credit risk.

Trade receivables

Exposure to credit risk is the result of the indiwal characteristics of clients. This exposure may
also depend on the risk of non-payment inherehénindustry or the domestic market in which
the Group operates. The Group's credit policy plesifor each new customer to be considered for
creditworthiness before offering standard delivang payment terms. The Group's policy includes
providing a credit period according to the typenudrket, the size of the client, and whether the
relationship with the client is long-lasting. Cliennot eligible for creditworthiness may make
purchases against a down payment. The Group ddegequire collateral in respect of trade and
other receivables.

Guarantees

The policy of the Group is to provide financial gastees only after prior approval by the majority
shareholder.

2.12.5. Liquidity risk

Liquidity risk is the risk that the Group may enater difficulties in fulfilling its obligations whe
they become due. In order to manage this riskptaeagement of the Group maintains an optimal
level of fast liquid assets and an ability to aglicredit lines. The Group has no difficulty in
servicing its current commercial and financial gations within the agreed deadlines. The Group
applies cost calculations based on activities thoiproducts and services, helping to monitor cash
flows and optimize return on investment. The Grmgkes financial planning to meet the expenses
and current liabilities for a period of 30 days;luding the servicing of financial obligations. The
Group monitors the level of expected cash inflowsnf trade and other receivables together with
the expected outflows to trade and other payables.

2.12.6. Capital risk management

The policy of the management is to maintain a gfroapital base so as to maintain the confidence
of the owners and the market as a whole in ordeprtvide the conditions for business
development in the future. The aim of the Grougoisnaintain a balance between the higher
returns that may be possible with higher levelindEbtedness and the benefits and security of a
strong capital position. The Group's goal is toieah a sufficiently high return of capital. In 2023
the return is 21.91 % (2022 — 26.01 %). In ordgurevent the increase of the loss and decrease of
the capital, the management takes measures initéetion of optimization of the production
process in order to improve the gross profitabilifforts are also being made to reduce operating
costs and above all costs of hired services andréstnative management costs.

During the year there were no changes in the manageof the Groups capital. In accordance
with the provisions of Art. 252, para. 1, item 5Stleé Commercial Act, the ‘Group should maintain
the amount of its net assets above the amounteofejistered capital. As at 31 December 2023,
the Group fulfils these requirements because itssgets amount to BGN 29,448 thousand and the
amount of the registered capital is BGN 12,014 saod.

Consolidated Financial Statements as of December 31, 2023 11



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.13. Definition and valuation of the consolidatedtatement of financial position elements
2.13.1. Property, plant and equipment

Property, plant and equipment are valued at castpciging purchase price and any installation

costs incurred, less accumulated depreciationmpdirment. The Group has approved a threshold
amounting to BGN 500 in determining an asset apety, plant and equipment. Subsequent
expenditure on property, plant and equipment, whigiroves the condition of the asset beyond its
originally assessed standard of performance oe@sas the future economic benefits which will

flow to the enterprise, should be capitalized te tarrying amount of the asset. All other

subsequent expenditure should be recognized agpange in the period in which it is incurred.

The carrying amounts of property, plant and equipnae subject of a review for impairment
when there are indications that the carrying ansuliffer substantially from their recoverable
amounts. If such indicators exist an asset’s cagrdmount is written down immediately to its
recoverable amount if the asset’s carrying amaugtéater than its estimated recoverable amount.
An impairment loss is recognized immediately infpror loss unless the asset is carried at
revalued amount. Then impairment loss is chargea @valuation decrease and is recognised in
other comprehensive income. If the impairment baseeds the amount of the revaluation surplus,
the difference is charged as a current expensédnconsolidated statement of comprehensive
income.

2.13.2 Intangible assets

Intangible assets are valued at cost comprisinghase price and any installation costs incurred,
less accumulated amortisation and impairment. Bng/ing amount of intangible assets is subject
of an annual review for impairment when there adidations that the carrying amounts differ
substantially from their recoverable amount. Imp&int losses are recognized in the consolidated
statement of comprehensive income.

2.13.3. Right-of-use assets

A lessee shall present in the consolidated stateofefinancial position, or disclose in the notes
right-of-use assets separately from other asseaisexteption is made for those assets that are
leased for a period less than one year as wetirabdse with initial value up to BGN 10 thousand,
which are not presented in the consolidated stateofeinancial position of the Group. The lease
due is charged as a current expense for the pefithebir use. At the commencement date, a lessee
shall measure the right-of-use asset at cost.drctimsolidated statement of financial positionfas o
December 31, 2023 right-of-use assets are valuedsdf less accumulated depreciation and any
accumulated impairment losses. The depreciatioityp&br right-of-use assets is consistent with
the normal depreciation policy for similar asset$ @lso with regard to the relevant lease term.
Interest is recognised in the consolidated stateroéromprehensive income according to the
repayment schedule.

2.13.4. Investments in associates

These investments are recorded and presented aotiselidated annual financial statements using
the equity method. Under this method the Groupareshn the comprehensive income of the
associate is consolidated so that the value ahtresstment corresponds to the Group’s share in the
associate’s net assets as of December 31 of that ye

Consolidated Financial Statements as of December 31, 2023 12



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.13. Definition and valuation of the consolidatedstatement of financial position elements
(continued)

2.13.5. Inventories

Inventories are recorded at cost comprising puelpage and any purchase costs incurred. Upon
consumption, the cost of inventories is calculatethg the weighted average cost method. At the
year - end inventories are valued at the lower adt @r net realizable value. The costs of
conversion of inventories include costs directhated to the units of production. They also include
a systematic allocation of fixed and variable ptin overheads that are incurred in converting
materials into finished goods. When the costs ofveosion of each product are not separately
identifiable, they are allocated between the prtglon a rational and consistent basis.

2.13.6. Financial instruments

A financial instrument is any contract that giveserto a financial asset of one entity and a
financial liability or equity instrument of anothentity. The Group recognises a financial asset or
financial liability in its statement of financiabpition when, and only when, the Group becomes
party to the contractual provisions of the instraine

At initial recognition financial assets/ (liabikf$) are designated at fair value plus or minughén
case of a financial asset or financial liabilityt raa fair value through profit or loss, transaction
costs that are directly attributable to the acdjoisior issue of the financial asset or financial
liability. Financial assets are derecognised wiagnl only when the contractual rights to the cash
flows from the financial asset expire, or the Grdrgnsfers the financial asset and the transfer
qgualifies for derecognition. Financial liabilitiesre removed from the statement of financial
position when, and only when, they are extinguish&ed when the obligation specified in the
contract is discharged or cancelled or expires. tRerpurpose of subsequent measurement, the
Group classifies financial assets and liabilitiesthe current and prior periods in the following
categories:
» Debt instruments measured at amortized cost
» Debt instruments measured at fair value througherottomprehensive income and
reclassified to profit or loss
» Equity instruments measured at fair value throutiteocomprehensive income without
reclassification of profit or loss
» Financial assets measured at fair value througfit prdoss.

Except for financial assets held for trading, ahes financial instruments of the Group y are
expected to be realised at maturity and cannotdaed. Therefore, the business model underlying
the classification of the financial instrumentstbé Group limits them to the application of the
following specific categories:

(a) Trade and other receivables

Trade and other receivables in BGN are valued atimal value and those in foreign currency are
revalued at the closing exchange rate of the Biglgadational Bank as of December 31, 2023, less
loss allowance. The Group recognises a loss allogvaon trade receivables by applying the
expected credit losses model. Management is asgeabiobjective evidence of collectability of
amounts due since initial recognition until lifeémIndicators for expected losses on trade
receivables are financial difficulties of the dabtorobable debtor insolvency or non-fulfilment of
the terms of the contract and payments delay floennbaturity date. For the loss allowance on
individual receivables, management applies ratas déine determined on the basis of delay of
payments over time.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.13. Definition and valuation of the consolidatedstatement of financial position elements
(continued)

2.13.6. Financial instruments (continued)
(a) Trade and other receivables (continued)

The loss allowance is presented in the consolidst@i@ment of financial position as reduction in

the value of receivables and allowances are predem the consolidated statement of

comprehensive income as expenses. If a receivalbten-collectable and there is an allowance
accrued, the receivable is written-off by decrezshe respective allowance account. The reversal
of the loss allowance on trade receivables is tedoiin the consolidated statement of

comprehensive income as decrease in the item, iochwthe allowance was previously recorded.

Recognised and reversed loss allowances are pedseat and are disclosed in the notes to the
consolidated financial statements.

(b) Cash and cash equivalents

Cash in BGN is stated at nominal value and casfoiieign currency is stated at the closing
exchange rate of BNB as of December 31, 2023. &sin ow purposes cash and cash equivalents
include non-restricted cash at banks and in hand.

(c) Non-current liabilities

Non-current liabilities in BGN are valued at facaue and those in foreign currency are valued at
the closing exchange rate of the Bulgarian Nati®@adk as of December 31, 2023.

(d) Current liabilities

Current liabilities in BGN are valued at face vahral those in foreign currency are valued at the
closing exchange rate of the Bulgarian NationalkBas of December 31, 2023.

2.13.7. Non-current assets held for sale

The Group classifies a non-current asset as helddie if its carrying amount will be recovered
principally through a sale transaction rather thiaough continuing use. The Group measures a
non-current asset classified as held for saleetdtver of its carrying amount and fair value less
costs to sell.

2.13.8. Share capital

The subscribed share capital is represented bgrtioaint of the actually paid shares. Share capital
is entered in the Trade Register to the amountcsiltlesl by the shareholders and it has to be fully
paid within two years. Share capital registered aontribution in kind is valued by the amount
adopted by the General Assembly of Shareholdergshwtannot be higher than the value of the
contribution in kind determined by licensed appraEsspecially appointed by court. Costs that are
directly attributable to the issue of new sharesoptions through an initial public offering of
organized stock market are presented as a deductegjuity net of tax, if such is stipulated.

2.13.9. Reserves

The reserves of the Group are formed by allocatiagfinancial results for the period after
corporate income tax. The reserves of the Groupbzamsed only by decision of the General
Meeting of Shareholders under the Commercial Adtthe Articles of Association of the Parent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.13. Definition and valuation of the consolidatedstatement of financial position elements
(continued)

2.13.10. Employee benefits
(a) Defined contribution plans

The Government of the Republic of Bulgaria is remiole for the ensuring of the statutory

minimum threshold of the pensions pursuant to @efinontributions plans. The expenses of the
Group for transferring of funds pursuant to theirded contributions plans are recognized in the
consolidated statement of comprehensive income thEanoccurrence.

(b) Annual paid leave

The Group recognizes as a payable the non-disabuameount of the estimated expenses for
annual paid leave, expected to be paid to the grapofor the past reported period.

(c) Retirement benefits

Pursuant to the requirements of the Labour Coden termination of the employment contract the
employees are entitled to retirement benefits amogirio two gross monthly salaries when the
overall length of service of the employee in th@@r is less than 10 years, or six gross monthly
salaries, when the overall length of service isentban consecutive 10 years. The Group records
as an expense the discounted amount of the acoetieegiment benefit obligations and an interest
expense based on an estimation made by a licenteghya

2.14. Depreciation and amortization

The Group consistently applies the straight-linprdeiation method. Depreciation is not charged
on land and assets under construction before tteegampleted and put into operation. Right-of-
use assets are depreciated for a period baseceahtnter of their useful life and the period for
which they are available for use.

The depreciation and amortization rates for thesclaf assets determined on the ground of their
expected useful lives are as follows:

Classes of assets 2023 2022
Buildings 25-3C 25-3C
Plant and equipme 2-3C 2-3C
Vehicles 5-15 5-15
Office equipmer 5-2C 5-2C
Softwart 2-8 2-8
Patents and tradema 6-2C 6-2C

The management of the Group has determined depogeciates for the classes of assets on the
grounds of their expected useful lives. As of tharyend the management of the Group performs a
review of the expected useful lives and carryingoants of the assets for indications for
impairment and/or change of depreciation rates.

2.15. Provisions

Provisions are accrued in the consolidated statewfecomprehensive income and recognized in
the consolidated statement of financial positiorewkthe Group has a present obligation (legal or
constructive) as a result of a past event andptdabable that an outflow of resources embodying
economic benefits will be required to settle thégathion.

Consolidated Financial Statements as of December 31, 2023 15



Herti - AD

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.15. Provisions (continued)

Provisions are discounted where the effect of itine value of money is material, using discount
rate, which shall be pre-tax rate and shall refeectent market assessments of the time value of
money and if appropriate, risks specific to theility.

2.16. Leases

A contract is, or contains, a lease if the contcactveys the right to control the use of an idesdif
asset for a period of time in exchange for consititen. The right to control the use of an asset is
determined when both of the following conditions present and met:

(a) the right to obtain substantially all of the ecomo benefits from use of the identified asset; and
(b) the right to direct the use of the identified asse

All leases in which the Group is the lessee aregeised and presented under a single lessee
accounting model. When the Group is the lessoseleare recognised based on whether they meet
the requirements for finance or operating leasedease is classified as a finance lease if it
transfers substantially all the risks and rewargsdental to ownership of an underlying asset. A
lease is classified as an operating lease if is ame transfer substantially all the risks and relwa
incidental to ownership of an underlying asset.

2.17.Revenue and expenses recognition

Revenue is measured based on the consideratiomitt ihe Group expects to be entitled in a
contract with a customer and excludes amounts atelleon behalf of third parties. Revenue
denominated in foreign currencies is translated BEN at the rate of exchange ruling at the date
of the accrual of the Bulgarian National Bank. Rew® and expenses are accrued when incurred,
regardless of the date of the cash flow. Revendesapenses recognition is based on the principal
for matching costs and revenues according to tinestéen the respective contract.

2.17.1. Revenue from sale of finished goods, goddsresale and rendering of services

Revenue from the sale of finished goods and goodsefsale is recognized in the consolidated
statement of comprehensive income when the custofbitains control. Control of an asset refers
to the ability to direct the use of, and obtain tahtially all of the remaining benefits from, the
asset. Control includes the ability to prevent p#ntities from directing the use of, and obtaining
the benefits from, an asset. For the contractsueegddy the Group, the transfer of control usually
occurs by transferring the finished goods and gdodeesale or upon the occurrence of the agreed
event, where the significant risks and rewards whearship are transferred to the customer.
Revenue from rendering of services is recognisetienconsolidated statement of comprehensive
income by reference to the stage of completiormefttansaction at the end of the reporting period.
The stage of completion of a transaction is deteechiby surveys of work performed. When the
outcome of a transaction cannot be estimated fglaid it is not probable that the costs incurred
will be recovered, revenue is not recognised. Beaaf expected loss on the sale of real estate, it
accrued immediately in the consolidated statemeodmprehensive income.

2.17.2. Costs to obtain and fulfil contracts

Such costs are recognized as an asset and amootised systematic basis if they meet the
conditions specified in IFRS 15 Revenue from Cargrawith Customers. Such costs are
recognised as an expense when incurred if the aatioh period of the asset that the entity
otherwise would have recognised is one year or less
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.17.Revenue and expenses recognition (continued)
2.17.3. Income from government grants

Government grants related to depreciable asseteeaognized in the consolidated profit or loss
over the periods and in proportions in which dejatéan expense is recognized on those assets,
acquired as a result of the grants after all camulitof the agreement are met. Government grants
are recognized in in the consolidated profit osloser the periods in which the entity recognizes
as expenses the related costs for which the gaa@tsitended to compensate.

2.17.4. Finance income/ (costs)

Interest income and expenses are accrued baseleocutrent negotiated interest rate and the
amount of the related receivable or payable. Theyaacrued directly in the consolidated statement
of comprehensive income as incurred. Interest esggmn bank borrowings are calculated and
recognised in the consolidated statement of congmste income using the effective interest
method. Finance income and costs are presentedimdhe consolidated statement of

comprehensive income.

2.18. Earnings per share

The Group presents basic and diluted earningshzee ©f its ordinary shares. Basic earnings per
share are calculated by dividing profit or lossilatitable to ordinary equity holders by the
weighted average number of ordinary shares of #énerf outstanding during the period.

2.19. Operating segments

An operating segment is a component of the Groaprtiates to provision of related products or
services (business segment) or provision of pradoctservices within a particular economic
environment (geographical segment). The Group pteses financial information in three main
segments, which represent the geographic stratiggctions of its activity. The results of the
segments are estimated based on their profitseased before taxes. For each strategic direction,
the Board of Directors examines internal managenmeports, at least on a quarterly basis.
Performance evaluation is based on segment revamgemanagement considers that this is the
most relevant indicator to measure its performammepared to other companies operating in these
geographical segments.

2.20. Taxation

According to the Bulgarian tax legislation for 202& Group is subject to a corporate income tax,
which is 10 % of the taxable profit (2022 — 10%)r 2024 the rate of corporate income tax is 10
%. For internationals and for the large groups atiamal companies for 2024 financial year in
some cases an additional corporate income tax mieaduced by tax law. According to the tax
legislation the current taxation is based on tharfcial results of the companies’ individual
accounts within the Group and no additional conlsdidon adjustments are required. This applies
both to companies registered in the country arttidee registered abroad. The Group accounts for
deferred taxes on the basis of the balance sheatity method. Deferred tax is provided for
temporary differences between carrying amountssskis and liabilities for financial reporting
purposes and the amounts used for taxation purpbsésrred tax shall be recognised as income or
an expense and included in the consolidated poofibss for the period, except to the extent that
the tax arises from a transaction or event whictet®gnised, in the same or a different period,
outside profit or loss, either in other comprehemsncome or directly in equity. Deferred tax
assets and liabilities should are offset and thxeeffect is measured at the tax rates that are
expected to apply to the period when the assesiszed or the liability is settled.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

2.20. Taxation (continued)

The deferred tax liabilities should be recognizexddil taxable temporary differences. The deferred
tax assets should be recognized when it is probthbletaxable profits will be available against
which the deferred tax assets can be utilized.

2.21. Dividends

Dividends are reported as decrease in the netsaagainst a current liability to the shareholdars i
the period the dividends are approved for distrdrut

2.22. Related parties

For the purposes of these consolidated financatkstents, the shareholders, key management
personnel, together with the close members of ta@nilies, including companies controlled by
them are considered and referred to as relatebpart

3. Segment information
The Group has three main segments described be&lbieh represent the geographic strategic
directions in its operations. Different directio® managed differently, as they require a specific

marketing strategy.

European Union Bulgaria Other Group as a whole
(excl. Bulgaria)

2023 2022 2023 2022 2023 2022 2023 2022
BGN’000 BGN’000BGN’000 BGN'OOOBGN’'000 BGN'000 BGN'000 BGN’'000

Revenue from external

customers

Sale: 46,48 59,88° 8,01i 9,50¢ 22,220 21,39% 76,72 90,79:
Total income 46,48 59,88° 8,01i 9,50¢ 22,220 21,39% 76,72 90,79:
Cost of sale 35,06¢ 49,96« 6,297 8,12¢ 16,25( 17,42¢  57,60° 75,52:
Gross profit 11,41¢ 9,920 1,72¢ 1,38C 5,791 3,967 19,11¢ 15,27(
Unallocated reveni 1,36¢ 3,86:
Unallocated expens (12,542 (11,537
Profit before tax 7,940 7,596
Finance income/(cos (677 (446
Tax expense (812 (901
Profit for the year 6,451 6,24¢
Segment assets 3,65¢ 10,87¢ 1,09 1,598 4,247 5,03¢ 8,99¢ 17,50¢
Unallocated asse 48,13( 40,70
Total assets 57,128 58,209
Unallocated liabilitie 27,68( 34,29¢
Total liabilities 27,68( 34,29¢
Capital cosl 1,952 6,00¢
Depreciation and

amortisation expens 4,98t 4,04¢
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

4. Property, plant and equipment

Landand  Plant and Other Assets under Total

buildings  equipment construction

BGN'OO0O BGN'000 BGN'000 BGN'000 BGN’'000
Cost:
Balance at January 1, 22 11,97¢ 40,15( 44t 2,71¢ 55,292
Additions - 4,90¢ - 62¢ 5,537
Transferre 98 2,14: 58 (2,299 -
Disposei (7) (1,661 (116 a7 (1,801)
Balance at December 31, 2022 12,069 45,541 387 1,031 59,028
Additions - 1,64 - 1,27( 2,912
Transferre 1,39( (1,390 -
Disposei (898 (95) (993)
Balance at December 31, 2023 12,069 47,675 387 816 60,947
Accumulated depreciation:
Balance at January 1, 22 4,39¢ 26,257 43¢ - 31,089
Charge for the ye 39: 3,63 1 - 4,031
Eliminated on dispose - (1,666 (53) - (1,719)
Balance at December 31, 2022 4,787 28,228 386 - 33,401
Charge for the ye 472 4,45 - - 4,929
Eliminated on dispose - (57) - - (57)
Balance at December 31, 2023 5,259 32,628 386 - 38,273
Carrying amount at December 31, 2023 6,810 15,047 816 22,674
Carrying amount at December 31, 2022 7,282 17,313 1,031 25,627

Assets under construction represent capitalizets @qoshe course of construction of property, plant
and equipment, which after put into operation,eed in the activity of the Group.

As of December 31, 2023 property, plant and equigméth carrying amount of BGN 18,498
thousand are mortgaged as collateral on bank bargsweceived by the Group.

5. Intangible assets

Software Patents and Total
trade marks

BGN’'000 BGN’'000 BGN'000
Cost:
Balance at January 1, 2( 82¢ 337 1,165
Additions 99 - 99
Balance at December 31, 2022 927 337 1,264
Balance at December 31, 2023 927 337 1,264
Accumulated amortisation:
Balance at January 1, 2( 824 30C 1,124
Charge for the ye 8 7 15
Balance at December 31, 2022 832 307 1,139
Charge for the ye 50 6 56
Balance at December 31, 2023 882 313 1,195
Carrying amount at December 31, 2023 45 24 69
Carrying amount at December 31, 2022 95 30 125
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

6. Investments

The Group has an investment in Ecopack AD amountingdGN 3 thousand. Proportion of
ownership interest in this Company is 5.6 %.

7. Inventories

December 31, December 31,

2023 2022
BGN’000 BGN’000
Raw material 9,12¢ 8,32
Finished gooc 3,41- 3,81¢
Work in progres 1,28¢ 1,75¢
13,825 13,899

Total

As of December 31, 2023 inventories with a carryamgount of BGN 2,640 thousand serve as
collateral for bank borrowings provided to the Gyou

8. Trade and other receivables

December 31, December 31,

2023 2022

BGN’000 BGN’000

Trade receivable 9,48¢ 13,217

Loss allowanc 490 (1

Trade receivables, r 8,99¢ 13,21¢

Receivables on advances gi 10¢ 20<

Tax refundabl 68 192

Litigations and writ - 1

Other receivable 35 17
Total 9,209 13,629

9. Cash and bank balances

December 31, December 31,

2023 2022

BGN’'000 BGN’'000

Cash in foreign curren 10,97( 4,55
Cash in BG! 37¢ 37<
Total 11,348 4,926

10. Share capital

As of December 31, 2023 the share capital of theu@rcomprises 12,013,797 dematerialized
ordinary, freely transferable shares with the righbne vote, each with a nominal value of 1 BGN.
Initially, on January 25, 2008 Herti AD realized anitial public offering of 3 million ordinary
shares at a nominal value of BGN 1 and an isswe pietermined by the book building method of
3.10 BGN. After the public offering, the registeredpital was increased to BGN 12,013,797,
distributed in 12,013,797 shares. The shareholufdaise Group are as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

10. Share capital (continued)

Number of Percentage
shares

IGM Holding 3,997,316 33.2
Alexander Yulianov 3,991,420 33.2
Zahari Zahariev 3,030,622 25.2
Elena Zaharieva 960,000 8.C
Other individuals 34,439 0.3
Total 12,013,797 100

11. Non-current bank borrowings

11.1.As at 31 December 2023, the Group has five long-iavestment borrowings totalling BGN
6,237 thousand, including a long-term portion ofNB@,624 thousand and a short-term portion of
BGN 2,613 thousand. The deadline for repaymenheftorrowings is in the period 2024 - 2029.
The annual interest rate is determined by the eafe interest rate, the one-month and six-month
EURIBOR for the respective period, plus a certaiarkvup. The borrowings are secured by
movable property owned by the Group and a spetgdige on receivables.

11.2. As at 31 December 2023 the Group has outstandghgities under one bank overdrafts
totalling BGN 1,956 thousand. The repayment termthaf borrowing is in 2025. The annual
interest rate of the overdraft is determined by tme-month reference interest rate for the
respective period plus a certain mark-up. The hwangs is secured by property, plant and
equipment owned by the Group and a special pledgeceivables.

12. Government grants

12.1.In prior reporting period the Group has concludecbntract with the Ministry of Economy
and Energy for a grant under the Operational Progievelopment of the Competitiveness of the
Bulgarian Economy" 2007 - 2013. The project erditttnvestments for reducing the energy
consumption in the productiosystem of Herti AD” has a total amount of BGN 2,450usand
and the maximum amount of the grant is BGN 1,22bisAnd. In March 2014 after verification of
the investments made, the amount of BGN 1,201 thmdisvas paid to the Group. In 2023 the
income from government grants amounts to BGN 8Wughnd and the project liability as of
December 31, 2023 is BGN 345 thousand, with a dlkamt portion of BGN 80 thousand and a
long-term portion of BGN 265 thousand.

12.2. In December 2013 the Group concluded a contratht ttie Ministry of Economy and
Energy for a grant under the Operational Programvédlbpment of the Competitiveness of the
Bulgarian Economy 2007 - 2013 under the projectplémenting Innovation in Enterprises". The
investment costs for the project amount to BGN 8,8busand and the grant amounts to BGN
1,768 thousand. The equipment was delivered inalgn@015. All project documents were
approved by the contracting authority - the Minjistf Economy and Energy and the grant was
paid to the Group in June 2015. In 2023 income fgmwernment grants is BGN 117 thousand.
The liability as of December 31, 2023 is BGN 62@usand, of which a short-term portion
amounting to BGN 118 thousand and long-term pomibBGN 502 thousand.
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as of December 31, 2023
(continued)

12. Government grants (continued)

12.3.1n prior reporting period the Group has signeaati@ct with Working Conditions Fund for
financing under project “Improving the factors betworking environment, working process and
work organization and reducing the health and gafisk for the workers in Herti AD at the
production building in the town of Pliska". Thedabamount of the project is BGN 327 thousand
and the government grant of BGN 98 thousand isivedein 2018. In 2023 the income from
government grants is BGN 7 thousand. The liabifiy of December 31, 2023 is BGN 29
thousand, of which a short-term portion amountmdGN 6 thousand and long-term portion of
BGN 23 thousand.

12.4. During the prior reporting period the Group hasatoded a contract for financing with
Innovation Norway under the GALP program. The maximamount of funding is EUR 800
thousand (equivalent to BGN 1,565 thousand), aedtdinget is the purchase of machinery and
equipment in the amount of EUR 1,646 thousand (edgmt to BGN 3,219 thousand). In 2022,
the Group has received financing to the amountWRE14 thousand (equivalent to BGN 615
thousandpnd in January 2023 - the remainder of in the amotuBUR 486 thousand, equivalent
to BGN 950 thousand. In 2023 the income from tmangis BGN 328 thousand. The liability as
of December 31, 2023 is BGN 1,184 thousand, of whishort-term portion amounting to BGN
327 thousand and long-term portion of BGN 857 thods

12.5. In April 2023 the Group has concluded another @mttfor financing with Innovation
Norway Fund for acquisition of machinery for proahwgr of cups. The maximum amount of
funding is EUR 200 thousand (equivalent to BGN #&dusand). As of December 31, 2023 the
Group has received EUR 117 thousand (equivaleB@bl 229 thousand), which are reported as
non-current liabilities.

12.6.In prior reporting period, the Group signed a cacttmwith the Working Conditions Fund for

financing under the project "Improvement of theditions in Tihert - EAD." The total amount of

the project is BGN 129 thousand, and the grantGNB39 thousand. In 2023 the income from
government grants is BGN 3 thousand. The liabiisy of December 31, 2023 is BGN 20
thousand, of which a short-term portion amountmdGN 3 thousand and long-term portion of
BGN 17 thousand.

13. Deferred tax liabilities
As of December 31, 2023 the components of the aefeax liabilities/(assets) are as follows:

December 31, December 31,

2023 2022
BGN’000 BGN’000
Effect of retirement benef (57) (66)
Effect of loss allowanc (49) -
Effect of unused paid lea (42) (49)
Total deferred tax assets (148) (115)
Difference between the carrying amount
and tax base of depreciable as 69t 71€

Total deferred tax liabilities 695 716
Deferred tax liabilities, net 547 601
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(continued)

13. Deferred tax liabilities (continued)

The movement of the deferred tax liabilities/(aspet 2023 is as follows:

Year ended Year ended
December 31, December 31,

2023 2022

BGN’000 BGN’000

Balance at the beginning of the y 601 75€
Charge to profit or lo: 72 64
Charge to other comprehensive inc D) (8)
Reversato profit or los (125 (211
Balance at the end of the year 547 601

14. Retirement benefit obligation

Year ended Year ended
December 31, December 31,

2023 2022

BGN’000 BGN’000

Balance at the beginning of the y 661 513
Current service cost and interest 80 78
Benefits pai (171) @)
Actuarial (gains)/losst 1 77
Total 571 661

The demographic statistical assumptions used aedban the following:

(a) Degree of retirement and early retirement duedknsss.

(b) Mortality rate of the population of Bulgaria acdirg to data from the National Statistical
Institute for the period 2019 — 2021.

(c) Statistics from the National Centre for Healthoimhation on disability and early retirement.

15. Current liabilities
December 31, December 31,

2023 2022

BGN’'000 BGN’'000

Bank borrowing 7,43 3,91
Trade payable 5,41z 9,04
Current portion of nc-current bank borrowin 2,61 3,57(
Employee 1,20¢ 1,34¢
Taxe! 1,03( 1,13¢
Current portion of government gra 534 53¢
Social securit 44¢€ 594
Advances from custome 40z 61C
Other payable 15 24
Total 19,089 20,777
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15. Current liabilities (continued)

As of 31 December 2023 the Group has outstandingljpes under two short-term banks
borrowing amounting to BGN 7,432 thousand. The tefmepayment of the borrowings is in 2024.
The annual interest rate is determined by one-m&uRRIBOR for the relevant period plus a
certain mark-up. The borrowing is secured by mawaibperty owned by the Group and a special

pledge on receivables.

The Group accrues expenses for unused paid leawsrfployees and the related social securities
in the consolidated statement of comprehensivenigcdlhe outstanding balance is presented in
the consolidated statement of financial positiopayables to employees and social security.

The movement of the unused paid leave is as follows

Year ended Year ended

December 31, December 31,

2023 2022

BGN’000 BGN’000

Balance at the beginning of the y 49C 35¢
Accruec 1,89¢ 1,24¢
Usec-up and writte-off (1,976 (1,113
412 490

Balance at the end of the year

16. Revenue

Year ended Year ended
December 31, December 31,

2023 2022

BGN'000 BGN’000

Revenue from sale of aluminium clost 57,75t 67,93(
Revenue from sale of composite clos 15,84¢ 19,96¢
Revenue from sale of plastic clost 1,23¢ 85(
Revenue from sales of pour 12C 32t
Revenue from sales of goods for re - 4
Othel 1,764 1,714
76,723 90,791

Total

17. Other income

Year ended Year ended
December 31, December 31,

2023 2022

BGN'000 BGN’000

Income from government gra 60€ 2,56¢

Quantity discoun 22( 38¢

Gain on sale of materi: 15 3C

Gain on acquisition of a subsidii - 212

Gain on sale of property, plant and equipr - 15¢

Other incom 52k 511
Total 1,366 3,863
24
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(continued)

17. Other income (continued)

Income from government grants in the amount of thousand (2022: BGN 2,566 thousand)
represent financing under the programme for congi@rs of industrial electricity consumers in
the amount of BGN 71 thousand (2022: BGN 2,306 ¢had) and government grants related to
investments in the amount of BGN 207 thousand (2BZ2N 260 thousand).

In previous 2022 the Group reports gain on a @bl transaction as a result of the acquisition of
100 % of the share capital of the subsidiary Heroup International Romania.

18. Raw materials and consumables used

Year ended Year ended
December 31, December 31,

2023 2022

BGN’000 BGN’000

Raw material 32,297 44,76
Electricity 1,84: 5,212
Gas 1,08¢ 2,01¢
Othel 3,711 4,84¢
Total 38,940 56,839

19. Hired services

Year ended Year ended
December 31, December 31,

2023 2022

BGN’000 BGN’000

Transport service 3,831 5,04:
Commission 364 301
Repair: 23€ 587
Rent: 187 237
Advertising and consulting servic 14C 13¢
Insuranc 95 79
Communication 91 89
Other hired servici 1,712 1,35¢
Total 6,656 7,827

The remuneration of the auditors for the audit ises/provided to the Group for 2023 amounts to
BGN 26 thousand. The auditors of the Group havermtided any services other than performing
an independent financial audit.
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as of December 31, 2023
(continued)

20. Employee benefits expense

Year ended Year ended
December 31, December 31,
2023 2022
BGN’'000 BGN’'000
Salarie 14,39: 14,68¢
Social security 2,691 2,575
Food vouchers 952 207
Retirement benefits, net (89) 71
Unused paid leave, net (36) 131
Total 17,909 17,669
21. Other expenses
Year ended Year ended
December 31, December 31,
2023 2022
BGN’000 BGN’000
Written-off receivable 50¢ 24
Waste of asse 12¢ 23€
Business trig 73 57
Other expens: 521 34¢
Total 1,229 663
22. Interest income/(expenses)
Year ended Year ended
December 31, December 31,
2023 2022
BGN’'000 BGN’'000
Interest expenses on borrowings and le (582 (361
Other interest expens (27) (20)
Total (609) (381)

23. Tax benefit/(expense)

As of December 31, 2023 the reconciliation of #relienefit/ (expense) is as follows:

Year ended Year ended
December 31, December 31,
2023 2022
BGN'000 BGN'000
Profit before ta 7,26° 7,15(
Tax at the applicable tax . (726 (715
Tax effect of permanent differences 48 12
Tax effect of unrecognized tax assets from prioropls - 11
Effect of consolidation adjustments (134) (209)
Tax benefit/(expense) (812) (901)
26
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
as of December 31, 2023
(continued)

23. Tax benefit/(expense) (continued)

As of December 31, 2023 the components of the ¢metit/ (expense) are as follows:

Year ended Year ended
December 31, December 31,

2023 2022

BGN’'000 BGN’'000

Current tax expen (950 (1,043
Origination and reversal of temporary differer 54 15&
Effect of consolidation adjustme 84 (13)
Tax benefit/(expense) (812) (901)

24. Earnings per share

Earnings per share are calculated by dividing thiepnofit for the year by the weighted average
number of shares outstanding during the year. Wleaees are issued but not fully paid, they are
treated in the calculation as a fraction of a shanhe extent that they are entitled to parti@pat

dividends during the period.
Year ended Year ended

December 31, December 31,

2023 2022
Profit for the year (BGN’00( 6,45 6,24¢
Weighted average number of shares (thousands i) 12,01« 12,01«
0.54 0.52

Earnings per share in BGN

25. Financial instruments

Credit risk

The carrying amount of financial assets at 31 Dda#r2023 includes:

December 31, December 31,

2023 2022

BGN’'000 BGN’'000

Cash and cash equivale 11,34¢ 4.92¢

Trade and other receivak 8,99¢ 13,21¢

Litigations and writ - 1

Other investmen 3 3
20,349 18,146

Total

The maximum credit exposure of the Group as ofdtite of the consolidated financial statements
for trade receivables less loss allowance by gegral regions is:

December 31, December 31,

2023 2022

BGN’'000 BGN’'000

European Union (excluding Bulgar 3,65¢ 7,571

Domesti 1,097 1,21¢

Othel 4,24 4,421
Total 8,998 13,216
27
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as of December 31, 2023

(continued)

25. Financial instruments (continued)

Loss allowance on receivables

The aging of trade receivables of the Group asesfdinber 31, 2023 is as follows:

31.12.2023 31.12.2023 31.12.2022 31.12.2022
Gross Loss allowance Gross Loss allowance
BGN’000 BGN’000 BGN'000 BGN’000
Not past due 6,97¢ - 11,07¢ -
Past due up to 30 days 1,47: - 1,38¢ -
Past due 31-360 days 19¢ - 63€ -
Past due over 1 year 353 49( 114 1
Total 8,998 490 13,216 1

As a result of the credit risk analysis, the Griefieves that no further loss allowance of the past
due trade and other receivables.

Liquidity risk

The contractual maturities of financial liabilitiegcluding estimated interest payments, are
presented below, excluding the effect of contractésktting commitments:

December 31, 2023 Carrying Agreed cash 6 months 6-12 months 1-2 years 2-5 years More than 5
amount flows or les years
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN’'000 BGN’'000

Secured long-term bank

borrowings 6,22¢  6,82( 1,521  1,39¢  227¢ 1,62

Secured short-term bank

borrowing 8 9 9 - - -

Bank overdra 9,38¢ 9,92 1,45 6,41t 2,05¢ -

Trade payables 5,41¢ 5,41 541: - - -

Total 21,038 22.164 8,395 7,814 4,333 1,622

December 31, 2022 Carrying Agreed cash 6 months 6-12 months 1-2 years 2-5years More than 5
amount flows or les: years

BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN’'000 BGN'000

Secured long-term bank

borrowings 9,10¢ 9,81¢  2,45¢ 1,43: 2,58(  3,10¢ 23¢
Secured short-term bank

borrowing 3,91: 4,037 - 4,037 - - -
Bank overdra: 5,47¢ 5,95¢ 12C 117 3,701 2,021 -
Trade payables 9,047 9,041 9,04 - - - -
Total 27,543 28,861 11,626 5586 6,281 5,129 239

Foreign currency risk

The exposure of the Group to foreign currency ssksignificant as 13 % of sales for 2023 are
realized on the domestic market in Bulgarian lens2022 - 10%) and 70 % of sales for 2023 are
realized in Euro (in 2022 - 67%). Imports of madtziand goods in 2023 are almost entirely carried
out in Euro. The loans denominated in foreign quryeare granted in Euro and in BGN.
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as of December 31, 2023
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25. Financial instruments (continued)

Interest rate risk

The table below includes the carrying amount ddifficial instruments by type of interest rate:

December 31, December 31,

2023 2022

BGN’000 BGN’000
Fixed interest rate instruments
Financial asse 11,34 4.91¢
Total 11,343 4919
Variable interest rate instruments
Financial liabilitie: (15,625 (18,496
Total (15,625) (18,496)

26. Related party transactions

As of December 31, 2023 transactions and outstgrizhfances with related parties are as follows:

26.1. Transactions with majority shareholders

Transactions during the year and the outstandiyglpes as of December 31, 2023 are stated out
below:

Related party Type of Turnover  Outstanding  Turnover  Outstanding
transaction payables payables

2023 2023 2022 2022

BGN’000 BGN’000 BGN’000 BGN’000

IGM Holding Purchase 6 - 3 -
Total - -

26.2. Transactions with other related parties

Transactions during the year and the outstandiogivables as of December 31, 2023 are stated
out below:

Related party Type of Turnover  Outstanding  Turnover  Outstanding
transaction receivables receivables

2023 2023 2022 2022

BGN’000 BGN’000 BGN’000 BGN’'000

Raifen- OOD Sale: 2 - 2 -
Timshel- OOD Sale: 2 - 2 -
Total -

Transactions during the year and the outstandigglgas as of December 31, 2023 are stated out
below:
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(continued)

26. Related party transactions (continued)

26.2. Transactions with other related parties (comhued)

Related party Type of Turnover  Outstanding  Turnover  Outstanding
transaction payables payables

2023 2023 2022 2022

BGN’000 BGN'000 BGN’000 BGN’000

Timshel- OOD Purchase 104 39 134 12¢
Raifen— OOD Purchase 1,10¢ 101 1,272 39
Total 140 164

All outstanding receivables and payables to relgties are current. There are no unusual terms
or conditions associated with these transactionsmoances from the market prices.

26.3. Remuneration of key management personnel

The remuneration of the members of the Board oé@&@ars of the Group for 2023 amounts to
BGN 825 thousand (2022: BGN 624 thousand).

27. Commitments and contingent liabilities

During the year a Bulgarian commercial bank issadrink guarantees on behalf of the Group in
favour of Varna - Customs Bureau to the total ann@fiB8GN 1,000 thousand. The collateral has a
term expiring at April 30, 2024.

28. Events after the end of reporting period

In March, 2024 the Group received the rest of tharicing from Innovation Norway under the
GALP program amounting to EURO 83 thousand, egaivaio BGN 162 thousand.

Chief Executive Officer: (signed)
Zahari Zahariev

Chief Financial Officer: (signed)
Ivaylo Petrov

April 15, 2024
Shumen

kkkkkk*x

Unofficial trandation of the original in Bulgarian.
In case of any divergencesthe Bulgarian version is prevailing
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NON-FINANCIAL DECLARATION

HERTI is a joint stock company, operating in theldiof the packaging industry. The Company has 30
years of experience in the production of aluminyoiastic and composite bottle caps, used for the
manufacturing process of spirits, wine, mineralevand soft drinks, olive oil, food supplements and
medications.

The business model of the group and the way timeg@ay adds value is presented in the following lgrap

Delivery of raw
materials

Operational
production of
articles

T l

Waste separate
collection and
recycle

Customers
feedback

Packaging, storage
and quality control

AN g

Production logistics
and freight
forwarding

The sustainable development is an important issuaifresponsible businesses. It is particulapiyl@able

to the packaging industry, because more and moukipts are being sold in a package. Selling outyarts

on 6 continents and in more than 60 countries waddd, the Companies in the group fully realize its
responsibility for the production effects and thportance of its mission:To satisfy its customers and
partners needs to the highest possible degree bygwiding high quality products and solutions, as
they serve as a presentation of the Company on theorldwide market. Achievement of sustainable
development and constant growth of the Company.

The management of Herti and all companies in trmugrsupport the principles of responsible and
ecologically sustainable business in favor not dafythe business and the society, but also beakfmr

the social, economic and ecological developmentpaiachoting the quality of life as a whole. HertiGlS

is led by the principles of the UN Global Agreemand understands the Corporate Social Respongibilit
as a system for management of the relations betalmmeholders, investors, corporate managements and
other interested parties. We are aiming at sudtlérdevelopment of the organization, the resourttes,
people and the society as a whole.

We provide publicity and transparency in managemaatprotect the rights of all shareholders and we
treat them equally. Our main principles are reaBmnand affective management of the group resources
as well as risk control and their influence onte émvironment.

We are convinced that we shall develop a stablepaom in favor of its Employees, shareholders and
society as a whole by observing responsible aridagthusiness practices in the supply chain, madirg
safe and healthy working conditions, protectinggheironment and supporting public and social futsje
This shall aid us to keep a stable Company in fab@mployees, shareholders and society as a whole.
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The group invests means, time and efforts in teasaof safe and qualitative products, production
energy efficiency, introduction of innovative pratis; processes and business models, healthy, leygien
and safe working conditions, gender equality, dquaii education, establishment of strategic paships,
support for the local communities.

Company goals Global goals Key indicators

Guarantee of continuous quality of the Quality Management System
KD PRODUCTION

products
@e)

Satisfied clients and partners ) B Questionnaires on customers
satisfaction, management
@ transparency,  disclosure  of
information
Well-trained and satisfied Employees e IR 5 Placing yearly targets e}nd
assessment, number of trained
—4,\/\0 Employees,  safe  working
conditions
IDECENT WORK AND RESPONSIBLE
ECONOMIC GROWTH Iz CCONSUMPTION
M AND PRODUCTION
Introduction of innovative products, gﬂfgmgg;m“ (D ) et Energy and production efficiency,
technologies, processes and business mogi LI | saved resources, separate
& ( x ) collection of wastes, recycling

Knowledge storage and management quauy LI Ll | Efficiency  of new  knowledge)

EDUGATION . ECONOMIC GROWTH AND INFRASTRUCTURE Applylng knowledge In practlce.
M' m & Knowledge keeping and sharing.

‘I RESPONSIBLE
CCONSUMPTION
AND PRODUCTION

QO

Growth in profitability and continuous DLCET WORK 10 Financial indexes
ECOROMIC GROWTH
development

Effective usage of resources and anmy R DRcT WOk a0 Personnel movement  and
EDUCATION Ll ECONOMIC GROWTH .. .
structure,  trainings,  carrig

devel t of I skill ;
evelopment of personnel sKills m| g i\'/' development

=

Support of local communities Donations and sponsorships, joint
projects, investments in
environment protection

Keeping beneficial partnerships ) == Meetings, participation in events,

@ forums, informational letters

Herti monitors and reports the effect of its ecidaj social and management parameters, by anglyzin
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and assessing both the risks of the companie®igritup and the their impact on those factors.

1. Ecology and environment protection

The group aims to fulfill its economic activity iime with the ecological targets, set in Regulati&t))
2020/852 as (the Company) continuously investsein technologies, promoting energy efficiency. The
Company management understands the importance ehtlironment protection and pays special attention
to the efficient raw materials usage, pollutionveraion and control, as well as switching to a uisc
economy. As a shareholder and work partner op&cloJSC., the Company strictly observes all ppiesi

for protection and recovery of the environment & operation. Giving priority to the sustainable
development the Company makes efforts to be aciive interested corporate unit, realizing the
responsibility we have in front of future generago

Herti has a developed and applied Policy for Emviment Protection and a Program for Waste

Management. An Energy Audit is implemented everyr fgears by an external specialized organization
and all recommendations given are implementedagest, depending on their importance and particular
need. They are also included in the Company investrplan. The last energy audit took place in 2020.

The Company regularly follows the pollution levelsd the waste gases emission in the atmospheric air
as well as the quarterly indexes of the waste watarated in the treatment plant.

The carbon emissions for 1,000 produced closures haen reduced from 3.17 kg in 2023 to 3.03 kg in
2023. The insignificant growth is due to the deseshannual quantities of caps production. The total
quantity of consumed energy is 14 253.63 MWh, wiedeetricity is 6 559.19 MWh and gas methane —
7 694.44 MWh.

INTENSITY CO2 EMISSION
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Number of caps, produced with one unit of energy
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The Company does not use any water for its produietctivity. The only water consumption is related
hygiene and drinking needs. The production prenasefocated in a sensitive area. A quarterly nooimig
is done of the quality of the estuarine watershgytteatment plant for waste water.

WATER QUALITY — POINT 1 — EXIT OF A TREATMENT PLANT FOR WASTE WATER
Test protocolNo 902/12.12.2023 and No 903/12.12.20@BWater Testing Laboratory of “V i K
Shumen” OOD / Water and Sewerage Shumen Llc.

Test result I ndividual Compliance
Ne Index (mg/dm?) emission YES/ NO Corrective actions
restrictions
(mg/dm?)
1. | Active reactionpH 7,83+0,08 6,0-8,5 Yes Not needed
2. | Undissolved substances 22,812 50 Yes Not needed
mg./dm3
3. | Organic daily loasd 22,5+0,9 25 Yes Not needed
4. | Chemical oxygen 82+3 125 Yes Not needed
demand
5. | Petroleum products <0,3 10 Yes Not needed
6. | Total nitrogen 4142 15 No Measures for elimination
of the pollution
7. | Total phosphorus (& 4,41+0,06 2 No Measures for elimination
of the pollution

The Company aims to reach the emission restrictionghe indicators of nitrogen and phosphorus and
therefore measures are taken for the design al@iti@nal installation for waste waters chemicabtment.
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More than 85 % of the turnover and 75 % of the tehjgixpenses are related to ecologically sustagnabl
economic activities. In 2023, the Development Dipant of the Technical Directorate was working in

various directions for over 20 constructive praggeoh machines and tools to achieve optimization of
production organization and reduction of technalabivaste, as well as energy saving. New machimgs a

tools were put into operation.

In the beginning of June 2023 Herti JSC. starteditiplementation of the GREENPRESS project (to be
realized with the financial aid of the Norwegiann&mcial mechanism 2014 — 2021 within the
“Development of business, innovations and small mradlium enterprises in Bulgaria” Program). The
project shall be implemented throughout the nexibaths in the town of Pliska, Bulgaria. The amount
of the whole project is 401 100 Euro, as the fugdim the amount of 200 000 Euro, provided by the
Norwegian Financial mechanism represents 49.86 ¥heohdmissible expenses for the project and the
remaining amount of 201 100 Euro shall be secuyelddsti.

The main purpose of the GREENPRESS project is ditiadally extend the green initiatives, startedhwi
the GALP project. As a result, the project shatirdase the energy consumption. The total coserfergy
(electricity and gas) for the production of 100@sahall be with 18.2 % lower. This would decrehse
CO2 emissions with 22 % for the first year and eweme for the years to follow.

An important aspect for the achievement of a soatdé circular economy is the waste collection and
recovery and the repeated usage of the recyclegriaiat
The Company applies measures for:

- separate collection, minimization, recovery aacicling of production and household wastes;

- providing suitable training for the personnelssues related to environment protection and pofu
prevention;

- responsible implementation of the imperativeurssments of Decree No 137 of the Council of
Ministries for packages and packages wastes;

- in accordance with the running legislation tihassions of waste gases in the atmosphere shall be
measured from stationary emission sources.

The production and other wastes shall be store@ epecially designated landings, in line with the
regulatory requirements. The wastes shall be tearesf to licensed companies for recycling, recoeeny
disposal. Each month and once a year a reportlshadidawn on the incoming and / or placed on thekata
packages as per material, for which a monthly limséant is paid to Ecopack JSC., on the grounds of a
contract for disposal of waste from packages, sidpsween the parties.

Both baling presses for aluminum waste are workimtheir fullest capacity and therefore securdithely
baling and transfer of the aluminum waste to spieeid companies, to recycle and melt it and thay th
send it back through production through their clidideliveries. The aluminum completely preseriss i
gualities during the recycling process and the ggedtself uses 95 % less energy than its init@dyction.
The used aluminum closures are being collectedenatled through different recycle schemes in Eerrop
as their percent is calculated to approximately#5

Waste code Waste type Generated i Transferred for | Transferred for Transferred
2023 recycling in 2023 | destruction/ for
disposal in 2023 | deposition
in 2023
Non-ferrous metals -

12.01.03 | Aluminum 961,01¢ 973,86!(
12.01.0E | Plastic: 76,625¢ 73,4120 2,38:
15.01.01 | Pape 34,65 33,79: 0,86(
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15.01.02 | Plasticpackagin 11,00( 10,72¢
12.01.01 | Ferrous meta 11,02¢ 11,02«
13.02.05." | Motor oils 0,48( 0,48(
13.01.10. | Hydraulic oils 1,96( 2,36(
Towels contaminated with
15.02.02." | hazardous substan: 35,89( 35,94t
08.01.11. | Paints ancvarnishe 11,50¢ 9,37: 0,65¢
Barrels contaminated with
15.01.10. | wastewate 24,23¢ 24,33¢
14.06.03." | Other organic solver 0,02( 0,06(
16.06.01. | Lead accumulator batter 0,127 0,127
20.01.21. | Luminiscen lamps 0,0395: 0,0395:
Sludge from waste water
19.08.0E | treatmer 0 0 0 0
15.02.03 | Absorbents, clothir 0 0 0 0
Wastes, not mentioned
12.01.9€ | elsewhere 0 0 0 0

Machine emulsions and
solutions, not containing
12.01.09' | halogen elemen 0 0 0 0

In the beginning of November 2023. Herti was susftdly certified as per ISO 14001:2005. The staddar
determines the requirements of the system for enment management, that will be used by Herti for
improvement of its ecological indicators.

2. Social responsibility
Personnel and working conditions

The group observes and applies developed Policifionan Resources, Internal Rules for Operation and
Internal Rules for Healthy and Safe Working Corudlifi.

In accordance with Herti's Risk Management Ruled thie risks identified and assessed therein, staff
turnover is one of the important risks, which neteses its monitoring, control and quick resporiges
turnover is monitored and controlled on a periotllanger than three months. Every quarter, an aisly
of the movement of personnel is prepared, from Wwhicnover is also reported, as well as its typaicty

are the categories of personnel that leave and Rdryyear 2023 the human turnover percent is 2825,

% of them had left work on their own will and themaining 16 % are discharged from the Employer.

Periodically, a risk assessment and analysis ohdadth status of the staff is performed by a spized
Company and a risk minimization program is appliBggular inspection, marking and ensuring the
reliability of all equipment is done. We providepappriate work clothing and protective equipmend an
control its use during work. Tests and trainingstfe serviceability of the fire-fighting systeneanade
annually. A register of occupational accidentsdptk- there is 1 accident, registered in 2023, &t to
temporary lack of working capacity.
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All workers undergo an initial and regular safatgtructions. Picture materials are placed with sifgm
all dangerous area. Safety instructions are heldlf@xternal visitors. All external companiestiag on
the territory of the factory are informed and insted to follow the safe labour procedures.

Trainings held in man-hour
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Introductory ~ Technical Management Paidafety others

Herti JSC. management sets some good trends thtbaghresponsible attitude on problems concerning
the staff qualification and health. Various tragsriake place in Herti and all companies in theigrevery
year, based on the particular needs. The purposepsovide sufficiently qualified personnel forexy
position, which would lead to promotion of the puotion quality and enhancement of the satisfadéoal

of our clients and partners. Observing the lifegld@arning principle, the Company prepares an dnnua
analysis of the training needs and based on i€tirapany prepares an Annual Training Plan.

The activities in training and development haveew fargets, focused at improvement of the operation
process and the organization itself:

» Acquiring new and promoting already existing Iskiind knowledge, development of the workers
and employees potential in line with the Compangrafion requirements and priorities.

 Preparing the personnel to cope better with charagd unforeseen circumstances (often those
training activities lead to a change).

« Providing an opportunity for a competitive ad\age.

The Company management is constantly engaged véttion and perfection of the labor conditions in
the company and the personnel development, in dodprovide an atmosphere of mutual respect and
affiliation to the Company.

The average number of Herti JSC. Employees for 828 is 526 people, where 42 % are women and 58
% - men. The sex ratio in the management posii®sanilar: 41 % women and 59 — men, and with the
high management this rate is 50: 50. The graplmbgthow the Company personnel data in details:
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Personnel structure in terms of education
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A Committee and a Group in Labor Conditions is tiordng in the Company participating in discussions
on healthy and safe labor conditions. The reprasiges of the workers and Employees in the Committe
and the Group in Labor Conditions are also repitesiens of the workers and Employees as per Aahd?
Art. 7a of the Labor Code for the purposes of pgudition in the Company management. They act as
representatives to inform and consult the workeid EBmployees and participate in any discussions of
issues such as occupational conditions as a wladlet remunerations, structural changes and others,
all of them are entitled to any financial infornuati

Herti JSC. observes the running labor legislatioits full volume, concerning any issues such asna
remunerations, leaves, extra working hours etoviBliig and maintenance of a healthy and safe wgrkin
environment is of significant importance for theatity of life and welfare of our employees and lloca
communities. We make significant efforts to imprdkie knowledge and culture of our Employees and
sub-contractors in the area of healthy and safe lednditions. The frequent trainings and contrarahe
observance of the healthy and safe working contiteerve as a ground for our high level of prewenti
in the area of health and safety at work.

In the beginning of November 2023, Herti succedsfdissed a certification as per 1ISO 45001:2014, th
shall help Herti to achieve the results plannedhgyuse of its management system for Healthy afel Sa
Occupational Conditions.
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3.Ethical management of the supply chain

The main purpose of Herti’'s group management &stablish a high professional ethics, based on siorm
and values, contributing for the achievement ofificant interests, combining and coordinating the
interests of all interested parties. We do encaurthg application of ethical business practices and
establishing honest and trusted business relaiodswe also observe all main principles for market
behavior. Herti is a correct business partner, Bygrl and public figure.

Herti — JSC declares respect for human rights.cimepany has adopted and complies with the Code of
Ethics, in which equal rights of all employees tpars and contractors are enshrined. The compapgce

the principle of diversity for all levels in thergtture. The following policies are approved angliggl:
Policy against the Forced Labor, Policy againstditabor and Policy against Work Place Discrimioati
Herti — JSC is a member of the international nomegomental organizations SEDEX and EcoVadis, which
provide information on the ethical relationshipthre supply chain and evaluate the performance of
companies in the field of compliance with labor i$tafion, health and safety working conditions,
environmental protection and business ethics. SERBX EcoVadis conduct a social audit of member
companies and facilitate the exchange of inforrmabietween them in order to constantly improve and
development working conditions and workers* rigihts2021 Herti JSC. undergoes two social auditee- o
required by a client and one — initiated by the @any. The audit, done by QUIMA, reported a veryajoo
result for Herti. The social audit report shallipgoaded in the SEDEX system and shared with igihtd.
Such an audit takes place at least once every Yieas.

We do observe the client satisfaction index on ahmases. This is done through the means of a
guestionnaire and it serves as one of the impodateria for the management. In 2023 an increase of the
price importance is observed in comparison with228@d it is manifested through the product quality
those two indicators are with a large differencedmparison with the others (twice as importamgréase

in the clients’ satisfaction from the quality oktproduct and the realization time is also obseridf

this leads to growth of the general satisfactiothefclients up to 89.80 % in comparison with 78/b1ast
year.
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Herti — JSC adheres to good business practicesghout the supply chain, it applies the standafdisen
Ethical Trade Initiative (ETI) and encourages itpiers to adhere to ethical rules of conduct.tiHexrs
39 main suppliers of raw sources and material§;loiged as follows:

Main suppliers of materials

= Parties of Code of Conduct (included in the questionnaire )
= Questionnaire filled in
Audits made (In 2022-2023 with a validity of three years)

= Not subject to an audit / questionnaire - BRC certificate present

Main suppliers of materials

= Foreign = Local

Our high standards, our responsibility for susthi@a@evelopment of society and the principles tégnity
in work serve as a base of the adopted Code of&ttiithe Company.
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Herti has adopted and adheres to a Diversity Pakicthe main criterion when selecting managemafft st
is competence, education and the experience inusspheres of economic and social life, and net ag
gender, social status or religion. Personal imitiais stimulated, the individuality is developaudavork

is done to increase the motivation of the staff%s0f the top management positions in the compaay a
held by women.

Herti — JSC is a socially responsible company wihe for the Employees and the social environment.
Every year the company is involved as a grantatlisignificant events and initiatives, held on tegitory

of our factory and on the territory of the towngmh which it recruits staff. The main efforts arudities

are focused on creating a favorable environmetfitarmunicipality and the settlement, where the camyp
operates. We do not remain indifferent to the neé@slucation, culture, healthcare, and environment

Herti- JSC carries out its business activity assponsible member of the society, and complies thigh
applicable law, as in our country, as well as thantries in which it develops business relatiorise T
company carefully manages the social impact obitsiness activities and works for the prosperity of
society in general.

To commemorate its 30th anniversary Herti startedaal project for the recovery and modernizatbn
the only sport facility in Pliska in order for thhildren to do sports in a protected environmehe project
was initiated in the beginning of July and the playund was officially opened on 11th October 208
investment is to the total value of 100 000 BGN ahdll be financially supported by partners of the
Company.

The social responsibility of the Company is focuiedreas like education, culture, religion andadife

of the community and in the region. In 2023 Hehg Bulgarian Christmas Initiative and the Because
Foundation. Herti become a main partner and supplbe Fast Heroes 112 project, initiated by Heart t
Heart for Bulgaria Foundation.

Fast Heroes 112 is an educational initiative faldebn from 6 to 9 years old and their families adrto
raise awareness for the stroke symptoms and hawttio case of emergency, if a relative is in dange

Non-financial declaration 79



@ 'YOUR BRAND TOMORROW IS OUR BUSINESS TODAY

BAAFOAAPS !

I SOSNETCKK
_C‘El'lmqﬁ_

CEPTHOWKAT 3A AAPEHWE B NOAKPENA HA BNATOOAPCTBEH
3APABHOOEPAIOBATEAHATA NPOrPAMA CEPTUOUKAT

BbP3U FEPOM 112

"BRarofapkm oT BOS ChPLE Ha

XEPTH AD

38 HANPABSHOTD N&PEHNE
58 JELATA U MEALENKTE OT
508 ferckd candiwa Brnrapus

Brarogapum By 28 WACTNMBOTO ASTCTED,
H& KOETO C& pagsar ¢ Bala nogkpena
Henaem Bu aapase, yonax i
NAYHO YROBNETROPEHWE. &

Exurram Ha
808 Qemeru cemuua Bunzapus
16.11.2023 2.

In 2023 Herti donated close to 90 thousand lestriduted in the following directions:

Donations made in year 2023

\/

= Culture m Disadvantaged children = Religion

The long-term good relations with partners, clieatsl completion enhance the society trust in the
Company.

4. Responsible management

The sustainable development is a priority of theugrmanagement, following and promoting the good
management practices and applying all new requinésne

Herti complies as appropriate the Code for Corgokééinagement, approved by the Deputy Chairman of
the Financial Supervision Commission and annugtg important information on its application witie
Annual Activity Report.

The Company has adopted and observes an Ethicad, Guules for Behavior of Suppliers, Human
Resources Policy, Policy for Discrimination at iNerk Place, Policy against Forced and Children kabo
as well as Anti-corruption Policy. All policies asabject of review and approval of the Board ofDiors.
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Herti JSC. builds relationships based on morales)striving to build a reputation as an honestpetent
and professional partner. Competition is proteced encouraged, feelings of trust are built amongst
shareholders, business partners and society. Thep&uw/ encourages the fight against all forms of
corruption and personal gain. The main principléhig business is Herti JSC. not to enter and [atie

in any way in "mutual agreements" and any illegaloms to obtain benefits. Our business relatiaes a
regulated by the Code of Ethics, in the ProgramCfompany Corporate Management and the Rules for
Suppliers Behavior. We regularly hold trainings tloe personnel directly involved with external pers.

The management of the group does not tolerateanydf bribery or corruption and agrees to reffedm

any actions and behavior that could be perceivedtase or passive bribery. The company does hetdte
corruption and similar behavior on the part of personnel, suppliers, business partners and state o
municipal authorities and in general on the paralbfthose with whom it has business relations. The
employees of Herti JSC and the daughter compamnigsrtake to promote this policy and to inform third
parties that corruption and related phenomena aezagptable to the company, setting an adequate
example with their behavior.

Herti has a developed policy for personal datagatiin in connection with the GDPR requirements and
its application, and also a Whistleblower Protetfolicy.

All policies are with public access on the websitéhe Companywww.herti.bg

Chief Executive Director
Zahari Zahariev

15" April 2024
The town of Shumen
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders of
Herti — AD
Shumen

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL S TATEMENTS
Opinion

We have audited the consolidated financial statésnghHerti - AD and its subsidiaries (the Group),
which comprise the consolidated statement of firdngosition as at December 31, 2023, and the
consolidated statement of comprehensive incomesatiolated statement of changes in equity and
consolidated statement of cash flows for the ykan tended, and notes to the consolidated financial
statements, including a summary of significant acting policies.

In our opinion the accompanying consolidated fin@nstatements present fairly, in all material
respects, the financial position of the Group aBetember 31, 2023, and its consolidated financial
performance and its consolidated cash flows foryder then ended in accordance with International
Accounting Standards as adopted by the Europeamn{iASs).

Basis for Opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (ISAs). Our
responsibilities under those standards are furtlescribed in théAuditor's Responsibilities for the
Audit of the Consolidated Financial Statemesgstion of our report. We are independent of theu@®

in accordance with the International Ethics StadslaBoard for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) (includingeinational Independence Standards) together
with the ethical requirements of the Independentftial Audit Act (IFAA) that are relevant to our
audit of the financial statements in Bulgaria, avelhave fulfilled our other ethical responsibiltim
accordance with the requirements of the IFAA ane HBSBA Code. We believe that the audit
evidence we have obtained is sufficient and apjpmtgpto provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in ocofiegsional judgment, were of most significanceun o
audit of the consolidated financial statementshef ¢urrent period. These matters were addressed in
the context of our audit of the consolidated finahstatements as a whole, and in forming our @ini
thereon, and we do not provide a separate opinionthese matters. During our audit of the
consolidated financial statements of the Grouphaxe identified no significant key issues that $thou
be included in our audit report.

Other Matter

The consolidated financial statements of the Comgan the year ended December 31, 2022 were
audited by another registered auditor. An unmodifiaditor’s report was issued on April 24, 2023.



Information Other than the Consolidated Financial Satements and Auditor's Report Thereon

Management is responsible for the other informatidre other information comprises a consolidated
management report, a corporate governance stateamghia non-financial statement. These three
documents are prepared by management in accoradtic€€hapter Seven of the Accountancy Act,
but do not include the consolidated financial stegets and our auditor’s report thereon.

Our opinion on the consolidated financial statemmafttes not cover the other information and we do
not express any form of assurance conclusion thergdess and to the extent explicitly specified in
our report.

In connection with our audit of the consolidatetkficial statements, our responsibility is to reeal t
other information and, in doing so, consider whethe other information is materially inconsistent
with the consolidated financial statements or cuosvidedge obtained in the audit or otherwise appears
to be materially misstated. If, based on the wokk ave performed, we conclude that there is a
material misstatement of this other information,axe required to report that fact.

We have nothing to report in this regard.

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

Management is responsible for the preparation aidpresentation of the consolidated financial

statements in accordance with IASs and for suchrrial control as management determines is
necessary to enable the preparation of financ&#éstents that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statementanagement is responsible for assessing the
Group’s ability to continue as a going concerncldising, as applicable, matters related to going
concern and using the going concern basis of atioguanless management either intends to liquidate
the Group or to cease operations, or has no rieaistrnative but to do so.

Those charged with governance are responsiblevnseeing the Group’s financial reporting process.
Auditor’'s Responsibilities for the Audit of the Corsolidated Financial Statements

Our objectives are to obtain reasonable assurdmmat avhether the consolidated financial statements
as a whole are free from material misstatementtivenelue to fraud or error, and to issue an auditor
report that includes our opinion. Reasonable amseras a high level of assurance, but is not a
guarantee that an audit conducted in accordandethé Independent Financial Audit Act and ISAs
will always detect a material misstatement wheexists. Misstatements can arise from fraud or error
and are considered material if, individually ortlve aggregate, they could reasonably be expected to
influence the economic decisions of users taketheiasis of these consolidated financial statesnent

As part of an audit in accordance with ISAs, wereise professional judgment and maintain

professional skepticism throughout the audit. Vié@:al

v Identify and assess the risks of material misstatgénof the consolidated financial statements,
whether due to fraud or error, design and perfouditgprocedures responsive to those risks, and
obtain audit evidence that is sufficient and apgedp to provide a basis for our opinion. The risk
of not detecting a material misstatement resultiom fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery,eimtional omissions, misrepresentations, or the
override of internal control.



v' Obtain an understanding of internal control relévem the audit in order to design audit
procedures that are appropriate in the circumstnmet not for the purpose of expressing an
opinion on the effectiveness of the Group’s inteowatrol.

v/ Evaluate the appropriateness of accounting poligged and the reasonableness of accounting
estimates and related disclosures made by managiemen

v' Conclude on the appropriateness of management'sfue going concern basis of accounting
and, based on the audit evidence obtained, whathaaterial uncertainty exists related to events
or conditions that may cast significant doubt aa @roup’s ability to continue as a going concern.
If we conclude that a material uncertainty exiats,are required to draw attention in our auditor's
report to the related disclosures in the consaiddinancial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusiars based on the audit evidence obtained up to
the date of our auditor's report. However, futuxerds or conditions may cause the Group to
cease to continue as a going concern.

v/ Evaluate the overall presentation, structure amtdert of the consolidated financial statements,
including the disclosures, and whether the conatdid financial statements represent the
underlying transactions and events in a mannerattieves fair presentation.

v Obtain sufficient appropriate audit evidence regaydhe financial information of the entities or
business activities within the Group to express aginion on the consolidated financial
statements. We are responsible for the directiopeiwvision and performance of the Group audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governaegarding, among other matters, the planned

scope and timing of the audit and significant afididings, including any significant deficiencias i

internal control that we identify during our audit.

We also provide those charged with governance avtatement that we have complied with relevant
ethical requirements regarding independence, andrtonunicate with them all relationships and other
matters that may reasonably be thought to bearuorinolependence, and where applicable, related
safeguards.

From the matters communicated with those chargéu gavernance, we determine those matters that
were of most significance in the audit of the cdidsded financial statements of the current pegod

are therefore the key audit matters. We describsetmatters in our auditor’s report unless law or
regulation precludes public disclosure about th&tenar when, in extremely rare circumstances, we
determine that a matter should not be communidatedr report because the adverse consequences of
doing so would reasonably be expected to outweig@ public interest benefits of such
communication.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

1. Reporting on compliance of the electronic format of the consolidated financial statements
included in the annual consolidated financial report under Art. 100n, para. 5 of the Public Offering
of Securities Act (POSA) with the requirements of the European Single Electronic Format (ESEF)
Regulation

We have performed an engagement to obtain reasooéblssurance regarding the compliance of the
electronic format of the consolidated financiatetaents of Herti AD for the year ending 31 December
2023, attached in the electronic file ,8945006H9B2G7SH45-20231231-BG-CON", with the
requirements of Commission Delegated Regulation )(E2019/815 of 17 December 2018
supplementing Directive 2004/109 / EC of the Euspélarliament and of the Council through
regulatory technical standards to define the simggetronic reporting format ("ESEF Regulation®).
Our opinion is only regarding the electronic forméthe consolidated financial statements, and does



not comprise other information included in the adntonsolidated financial report under Art. 100n,
para. 5 of the POSA.

Subject Description and Applicable Criteria

The management has prepared an electronic form#teotonsolidated financial statements of the
Group for the year ended 31 December 2023 undeE 86 Regulation in order to comply with the
requirements of the POSA. The rules for the prdjmraf consolidated financial statements in this
electronic format are set out in the ESEF Reguifatiod in our opinion they have the characterisifcs
appropriate criteria to obtain reasonable assurance

Responsibilities of Management and Those Chargdd®advernance

The management of the Group is responsible foratii@ication of the requirements of the ESEF
Regulation when preparing the electronic formathef consolidated financial statements in XHTML.

These responsibilities include the selection angliegtion of appropriate iXBRL tagging using the

taxonomy of the ESEF Regulation, as well as thedhiction and implementation of such internal
control system as management considers necessamepare the electronic format of the Group's
annual consolidated financial statements, whichsdua contain significant inconsistencies with the
requirements of the ESEF Regulation. Those changédgovernance are responsible for supervising
the process of preparing the Group's annual catedeli financial statements, including the
implementation of the ESEF Regulation.

Auditor's Responsibilities

Our objectives are to obtain reasonable assuraboetavhether the electronic format of the
consolidated financial statements is in conformith the requirements of the ESEF Regulation. For
this purpose, we have complied with thirdfessional Organization's Guidelines on the A@jinion

in relation to the Application of the European Sanglectronic Format (ESEF) for the Financial
Statements of Companies whose Securities are Adntiit Trading on a Regulated Market in the
European Union (EU)"of the of the professional organization of theiseged auditors in Bulgaria —
the Institute of Certified Public Accountants (ICP#nd we have performed an engagement to obtain
reasonable assurance in accordance with ISAE 3R60iged) “Assurance Engagements Other than
Audits or Reviews of Historical Financial Informati’ (ISAE 3000 (Revised)). This standard requires
to comply with ethical requirements, design andqgrer appropriate procedures to obtain reasonable
assurance whether the electronic format of thealmtzed financial statements of the Group has been
prepared in all material respects in accordanch thi¢ applicable criteria set out above. The nature
timing and extent of the procedures depend on mfegsional judgment, including the assessment of
the risk of significant non-compliance with the uggments of the ESEF Regulation, whether due to
fraud or error. Reasonable level of assurancegi leivel of assurance, but there is no guarante th
an engagement performed in accordance with ISABD 3B@vised) will always identify a significant
non-compliance, if such exists.

Quality control requirements

We apply the requirements of the International &ath on Quality Control (ISQC) 1 and, accordingly,
maintain a comprehensive quality control systentjuiting documented policies and procedures
regarding compliance with ethical requirementsfggsional standards and the applicable legal and
regulatory requirements for registered auditorBirgaria. We meet the ethical and independence
requirements of the International Code of EthiasRmfessional Accountants (including International
Independence Standards) of the International E®iaadards Board for Accountants (IESBA Code),
adopted by ICPA through the Independent FinanciadidAct.



Summary of work performed

The purpose of the procedures designed and perfomm@es to obtain reasonable assurance about
whether the electronic format of the consolidaiedricial statements has been prepared, in all rabter
respects in accordance with the requirements cEBIEF Regulation. As part of the assessment of the
compliance with the requirements of the ESEF Reiguiaegarding the electronic (XHTML) format
for reporting of the Group's consolidated finangttements, we maintained professional skepticism
and used professional judgment. We also:

v Obtained an understanding of the internal contnol the processes related to the implementation
of the ESEF Regulation regarding the consolidatea@ntial statements of the Group and
including the preparation of the consolidated fitiahstatements of the Group in XHTML format
and its tagging in machine-readable language (iXBRL
Verified whether the attached XHTML format is valid
Verified that the human-readable part of the eteitr format of the consolidated financial
statements corresponds to the audited consolifiatattial statements.

v’ Assessed the completeness of the tagging in thelidsied financial statements of the Group
using machine-readable language (iXBRL) in accordawith the requirements of the ESEF
Regulation.

v' Assessed the appropriateness of the iXBRL taggiterted from the basic taxonomy, as well as
the creation of an extended taxonomy element imrdemice with the ESEF Regulation where
there is no appropriate element in the basic taxgno

v' Assessed the appropriateness of the correlatiotheofelements of the extended taxonomy in
accordance with the ESEF Regulation.

AN

We believe that the evidence we have obtainedffigmt and appropriate to provide a basis for our
opinion.

Opinion on the compliance of the electronic forrafithe consolidated financial statements with the
requirements of the ESEF Regulation

In our opinion, based on our procedures, the @etrformat of the consolidated financial statersent
of the Group for the year ended 31 December 2023yhich consolidated financial statements above,
we have expressed an unmodified audit opinion @ueta in the attached electronic file
,8945006H9L8C62G7SH45-20231231-BG-CON", has beespgmed in all significant aspects in
accordance with the requirements of the ESEF Régunla

2. Additional Matters to be Reported under the Accountancy Act and the Public Offering of
Securities Act

In addition to our responsibilities and reporting dccordance with ISAs, described above in the
Information Other than the Consolidated Financialté&nents and Auditor's Report Thereon section,
in relation to the consolidated management repadt the corporate governance statement, we have
also performed the procedures added to those ezhjuirder ISAs in accordance with the Guidelines of
the professional organization of certified publéc@untants and registered auditors in Bulgariathe
Institute of Certified Public Accountants, approvbey its Management Board. These procedures
concern verifying the existence and verifying tbenf and content of this other information to asssst

in forming an opinion about whether the other infation includes the disclosures and reporting
provided for in Chapter Seven of the Accountancyt Applicable in Bulgaria and in the Public
Offering of Securities Act (Art. 100m, paragraph dDthe POSA in conjunction with Art. 100m,
paragraph 8(3) and (4) of the POSA) applicableuigBria.



2.1. Opinion in connection with Art. 37, paragra@lof the Accountancy Act

Based on the procedures performed, our opiniamais t

a) The information included in the consolidated mamaget report for the financial year for which the
consolidated financial statements have been prégareonsistent with those consolidated financial
statements.

b) The consolidated management report has been ptepar@ccordance with the requirements of
Chapter Seven of the Accountancy Act and of AriO(frf), paragraph 7 of the Public Offering of
Securities Act.

c) The corporate governance statement for the finhiygiar for which the consolidated financial
statements have been prepared presents the informegquired under Chapter Seven of the
Accountancy Act and Art. 100 (m), paragraph 8 ef Bublic Offering of Securities Act.

d) The presented non-financial statement is preparext¢ordance with the requirements of Chapter
Seven of the Accountancy Act.

2.2. Opinion in connection with Art. 100(m), paragh 10 in conjunction with Art. 100 m, paragraph
8(3) and (4) of the Public Offering of Securitiest A

Based on the procedures performed and the knowledge understanding obtained of entity’s
activities and its environment, in our opinion, tiescription of the main characteristics of entity’
internal control and risk management systems rateteathe financial reporting process, which istpar
of the consolidated management report (as a comparfethe content of the corporate governance
statement) and the information under Art. 10 paglr1(c), (d), (f), (h) and (i) of Directive
2004/25/EC of the European Parliament and of thenCibof 21 April 2004 on Takeover Bids, is not
materially misstated.

3. Additional Reporting on the Audit of the Consolidated Financial Statements in connection with
Art. 100(m), paragraph 4(3) of the Public Offering of Securities Act

a) Statement in connection with Art. 100(m), paagudr 4(3)(b) of the Public Offering of Securities Ac

The information about related-party transactiondiselosed in Note 26 to the consolidated financial
statements. Based on the audit procedures perfoomed on related-party transactions as part of our
audit of the consolidated financial statements a$ale, no facts, circumstances or other infornmtio
have come to our attention based on which to cdedhbat the related-party transactions have nat bee
disclosed in the accompanying consolidated findrste&tements for the year ending on 31 December
2023, in all material respects, in accordance wiie requirements of IAS 24 Related Party
Disclosures. The results of our audit proceduresetated-party transactions were addressed by us in
the context of forming our opinion on the consdi@hfinancial statements as a whole and not with th
purpose of expressing a separate opinion on refmeg transactions.

b) Statement in connection with Art. 100(m), pasgdr 4(3)(c) of the Public Offering of Securities Ac

Our responsibilities for the audit of the consdi@hfinancial statements as a whole, describetén t
Auditor’'s Responsibilities for the Audit of the Gamlidated Financial Statements section of our tepor
include an evaluation as to whether the consolitiditeancial statements represent the significant
transactions and events in a manner that achiaiegpresentation. Based on the audit procedures
performed by us on the significant transactionseulyihg the consolidated financial statements liar t
year ending on 31 December 2023, no facts, ciramss or other information have come to our
attention based on which to conclude that therenzaterial misrepresentations or misdisclosures in
accordance with the relevant requirements of IASadopted by the European Union. The results of
our audit procedures on Group’s transactions arahtevsignificant for the consolidated financial
statements were addressed by us in the contextrwiirfg our opinion on the consolidated financial



statements as a whole and not with the purposegpkssing a separate opinion on those significant
transactions.

4. Reporting in accordance with Art. 10 of Regulation (EU) No 537/2014 in connection with the
requirements of Art. 59 of the I ndependent Financial Audit Act

In accordance with the requirements of the IndepenBinancial Audit Act in connection with Art. 10
of Regulation (EU) No 537/2014, we hereby additign@port the information stated below.

v

Svrakov & Milev — OOD was appointed as a statutangitor of the separate and consolidated
financial statements for the year ending on Decendtie 2023 of Herti — AD by the general
meeting of shareholders held on June 28, 2023 pariad of one year.

The audit of these financial statements for the geding on December 31, 2023 of the Company
and its economic Group represents the first unimpéed statutory audit engagement for that
entity and its group carried out by us after a gfapne year.

We hereby confirm that the audit opinion expredsgds is consistent with the additional report,
provided to Group’s audit committee, in complianggh the requirements of Art. 60 of the
Independent Financial Audit Act.

We hereby confirm that we have not provided thénitmited non-audit services referred to in Art.
64 of the Independent Financial Audit Act.

We hereby confirm that in conducting the audit vaeéhremained independent of the Group.

Nikolay Kolev (signed)
Registered Auditor

Anton Svrakov (signed)
Managing Partner
Svrakov&Milev OOD
Varna

7, Sava Radulov Str.

April 15, 2024
Varna
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Unofficial trandation of the original in Bulgarian.
In case of any divergencesthe Bulgarian version is prevailing.



