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{ About this report

The ESG report for the reporting year 2022 was prepared by ELKO Group. This is
the second edition of such a report. The report discloses the achievements, prin-
ciples, and initiatives regarding environmental, social, and governance matters of
ELKO Group.

Notably, ELKO Group is setting 2022 as a base year for further improvement
measurement, ESG initiative development and Greenhouse gas monitoring.

Scope

The initial ESG report for ELKO Group calculations looked only at ELKO HQ and
BALTIC divisions; the scope for the second report has been notably expanded
and also includes ELKO Group subsidiaries in Sweden, Slovenia, Slovakia and Ro-
mania. ELKO Ukraine has been excluded due to limited data availability. More
information regarding the coverage of this ESG report can be seen in Appendix 1.

Reporting principles

This report refers to Global Reporting Initiative (GRI) Standards, UN Sustainable
Development Goals (SDGs), and the Nasdag ESG Reporting Guide. ELKO Group
is determined to continuously improve not only our ESG achievements and initia-
tives but also our reporting capacity.

The Framework for Scope 1, Scope 2 and Scope 3 emissions calculations were
based on Greenhouse Gas Protocol; the emission factors for electricity are based
on the Association of Issuing Bodies (AIB) 2022 for fuel and heating on Emission
Factors for Greenhouse Gas Inventories 2022 (Environmental Protection Agency).

According to EU Taxonomy sustainable activities, ELKO Group currently does not
qualify for the Taxonomy Regulation compliance.
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{ Letter from the CEO

We published our first ESG Report about a year ago,
and looking back at the year that has passed - what
a journey it has been! The world around us has been
extremely turbulent, both economically and espe-
cially geopolitically, and given ELKO Group's geo-
graphical coverage, it has been an ultimate test
to demonstrate resiliency and ability to navigate
stormy waters. We are sincerely glad that our col-
leagues in Ukraine are well and the business has re-
sumed full operations despite the war in the country
and have humbly offered our help and assistance,
where possible, to accommodate some of our col-
leagues and their families across ELKO Group.

While the first report was rather a testament to our
awareness about ESG aspects in our company as
such, we have gone a long way through the year
while increasing our scope, in-depth understanding
and targeted initiatives to improve across every as-
pect of ESG while continuing to face everyday chal-
lenges in the business.

This year we have almost all ELKO Group companies
covered in the reporting scope, which has proved to
be an internal challenge in terms of data gather-
ing, but has also highlighted market differences in
terms of acceptance of ESG importance and indus-
try readiness to providing necessary data across the
supply chain. That has also provided us with quali-
tative insights for further development and neces-
sary reporting improvements across our companies.

We have developed our own internal scoring system
for our vendors, them being the largest environmen-
tal footprint generators in our industry, to make an
awareness of our product portfolio sustainability,
and we are satisfied to conclude that most of our
revenue is being sourced via world leading suppli-
ers that have taken ESG matters at heart and are

working hard to achieve their goals to reach climate
neutrality. We have also created a supplier code of
conduct to make sure that we are in perfect sync
with our vendors regarding the aspects of conduct-
ing business that we perceive as critical for business
sustainability.

Increasing number of vendors are starting to pro-
vide circular economy related initiatives, which is a
welcome development and we are excited to en-
gage and pass those programs through our channel
in the markets.

Geopolitical instability has significantly complicat-
ed the international trade environment and we have
invested to greatly increase our compliance capa-
bilities to make sure that we are able to fully comply
with ever-increasing number of requirements and
restrictions.

Awareness certainly brings challenges with it, as we
discovered in some of the data, for example, gender
equality in company’s management, but we accept
current situation and pay increasing attention to is-
sues highlighted, so we would improve the situation
going forward.

| am certain that initiatives for the future empha-
sized in the report will help ELKO Group to become
more environment friendly, socially responsible and
better governed. The path towards sustainability is
a marathon not a sprint, and | am delighted to say
that we are on the right track!

Svens Dinsdorfs
The CEO of ELKO Group
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{ Key 2022 non-financial indicators (group)

B 12 countries
® 15 offices

350 A 2 HUBs

manufacturers

Awards & rankings

The Best Retail Partner in the Baltics

The Most Innovative Distributor in the Baltics
The Best Value-Added Distributor in the Baltics
The Best Cloud Partner in the Baltics

by Context, ChannelWatch 2022

Best Investor Relations on First North Bond List
by Nasdaqg Baltic Awards, 2023

The biggest concern in Latvia
by db.lv TOP 500 companies in Latvia, 2022

10 000

customers

177th position in the TOP 500 largest companies in CEE
by Coface, 2022

Amsterdam A

1100

employees
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{ UN sustainable development goals

The Sustainable Development Goals (SDUs), also known as the Global Goals,
were adopted by the United Nations in 2015 as a universal call to action to end
poverty, protect the planet, and ensure that by 2030 all people enjoy peace and
prosperity.

At ELKO Group we have acknowledged the importance of working towards
helping to achieve these goals and have identified several areas where our op-
erations and sustainability priorities align with the aforementioned SDGs.

GOOD HEALTH
AND WELL-BEING

DEGENT WORK AND
ECONOMIC GROWTH

INDUSTRY, INNOVATION 1 CLIMATE
AND INFRASTRUCTURE

ACTION

v i

1. Health insurance to all our em-
ployees which also includes

1. Provide fair wages and promote
safe and secure working environ-

1. Perpetually introducing newest 1. Starting to measure our carbon
solutions and products that can footprint and working on policy

mental health coverage.

. Active promotion of healthy
lifestyle by organizing internal
events related to such promo-
tion.

. Regular blood donation and
vaccination drives at the work-
place.

ments for all employees.

. Operations in 12 countries where

we promote development-ori-
ented policies that support pro-
ductive activities, decent job
creation, entrepreneurship, cre-
ativity and innovation.

help to improve IT infrastructure.

. Introduce the newest technolo-

gies and solutions in our supply
chain for a more sustainable and
efficient group operations.

development to reduce it.

. Continuously improve our prod-

uct portfolio by introducing
eco-friendlier solutions.

. Introduce new services and im-

prove operating methods to re-
duce waste generation.

. We play closely monitor the CSR

activities of our suppliers, espe-
cially in the environmental de-
partment, thus helping our prod-
uct portfolio to become more
sustainable.
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Environment

GRI 300 EMISSIONS

GRI'305-1Scope 1

As a service provider and not a production company,
the scope 1 emissions for the group comprise only a
small fracture of total emissions.

The 2022 report looks at emissions from company
owned and leased cars and includes the travel data
for 2022; emission factors for the fuel is based on
the Emission Factors for Greenhouse Gas Invento-
ries 2022 (Environmental Protection Agency).

Scope 1 Emissions for 2022:

GRI' 305-2 Scope 2

Scope 2 emissions include the measurements from
purchased or acquired electricity, steam, heat and
cooling. The emission factors for electricity are
based on Association of Issuing Bodies (AIB) 2022,
for fuel and heating on Emission Factors for Green-
house Gas Inventories 2022 (Environmental Protec-
tion Agency).

Scope 2 Emissions for 2022:

For a detailed view regarding the share of energy
(both electricity and heating) coming from renew-
able sources, please see Appendix 2. Compared to
the EU average statistics according to the latest
EUROSTAT data, the countries where ELKO Group
subsidiaries are located all but Slovakia demon-
strate above average share of energy coming from
renewable sources.

GRI 305-3 Scope 3

ELKO Group is continuously improving the cal-
culations for Scope 3 Emissions. We expect that
this section of GHG emissions will comprise the
largest part of the Group’s total GHG emissions;
thus, data quality and scope improvements are
of an essence.

Scope 3 Emissions for 2022:

Data availability for each of our offices varies,
and the current differences are rather notable.
For more detail regarding Scope 3 emission data
coverage, see Appendix 1.
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GRI 308 SUPPLY CHAIN RESPONSIBILITY

Supplier Code of Conduct

Please see the section GRI 308-2 under the Governance section.

Internal vendor scoring

In 2022 ELKO Group developed and internal vendor scoring system where we
looked at several aspects of ESG matters available in the search engine. Each
matter was assigned a value score. Please see below some of the aspects that
were value scores.

Main aspects as value scores

Presence of CSR report
Guidelines used in the report (GRI, Other, UN Development Goals)

Major Environmental Goals defined

RBA Membership status
Score A

Responsible Sourcing and Conflict Minerals Policy

Then the vendors were assigned a score from A

(includes all major ESG aspects and only small

missing issues might occur) to D (no clear ESG

policy and no future outlook on the matter has

been outlined). Vendors comprising 94% of the
turnover were screened, with 73% of them receiving
a score A.

The screening is performed annually with a particular focus on vendor scoring

C and D scores. The goal is to continuously improve the share of vendor port-
folio receiving the score A.

Procurement module

In 2022 we introduced Procurement Module. Being a part of our ERP, it is a
tool which allows to significantly increase the transparency and efficiency of

our core business process — ordering goods from suppliers. The module nota-
bly improves the accuracy of forecasting and planning thus allowing for much
better resource usage. By standardizing processes and automating tasks the
efficiency of goods procurement process is considerably improved. By the end
of 2022 the module was introduced in all operating countries of the Group.

In 2023 it is expected further develop the tool with main focus of finetuning
user experiencing and maximizing value from data insights.

Customer service development & Automation

In 2022 the Baltic division introduced B2C delivery operation and thus re-
duced the number of the players included in the overall supply chain by devel-
oping integration service via APl and/or CSV -where customers do not make
their own inventories, but instead have virtual integrations with ELKO stock
through CSV or advanced APl integrations with real-time data. Thus, we are
helping to provide the retailers the service of direct B2C deliveries to parcel
stations. Currently the service is available to the ELKO Baltic customers, but
we are working on expanding the reach of the activity across the whole group.
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GRI 306-2 WASTE MANAGEMENT

ELKO Group in all its offices outsources its waste management; the quality,
environmental, occupational safety and energy management systems of the
companies comply with the international ISO standards. The waste manage-
ment is organized into three separate pillars: general waste, recyclable waste
(mainly regarding packaging in our warehouses) and electric and electronic
waste. As an example, our Slovakian office recycles over 90% of their generat-
ed waste with over 60% of that being paper or cardboard. ELKO Sweden recy-
cled more than 24tons of generated waste. ELKO Romania has introduced an
initiative that allows to reuse packaging materials thus considerably reducing
not only cardboard usage but also total waste generation.

GRI 301-1 PRODUCT AND PACKAGING MATERIALS

The main materials we use for our product packaging are light film, black film
and cardboard boxes. We collect direct measurements of materials used in kg.

In 2022:
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Social

GRI 403 HEALTH & SAFETY

Health insurance

As a benefit, ELKO has been providing health insur-
ance for its employees that cover a vast amount of
expenses, including dental, diagnostic, ER, ambula-
tory rehabilitation, surgical and physiotherapy etc. In
addition, starting from 2021, we have included in our
insurance cover relating to our employees’ mental
health. We are fully committed to taking preventive
measures that concern not only the physical health
of our employees but also their mental standing.

Notably, ELKO Group also provides world-wide ac-
cident insurance for our employees.

KNow, g
SHARIN%GE

Other health benefits

ELKO continuously is becoming increasingly aware
of the usefulness of employee wellness programs
and thus we are trying to cultivate a culture of well-
ness in the workplace. For several years, we have
introduced health weeks in the workplace. The ini-
tiative includes lectures on healthy eating, the im-
portance of exercise as well as blood donation and
vaccination drives at the workplace.

In addition, ELKO provides on-site free of charge
gym access to all employees thus promoting easier
path towards physical health improvement.

Safety

In order to provide safe working conditions for all
ELKO Group employees, we have developed a health
and safety management system for our office as
well as warehouse employees, which complies with
labour protection laws. During employees’ first week
of employment, all employees are introduced to job
safety and fire safety instructions, Furthermore, an-
nually, we hold safety training and all employees are
required to sign a confirmation that they have gone
through trainings. Fire safety systems are checked
and maintained by a certified external company on
a monthly basis, and a representative of the State
Fire and Rescue Service checks all of fire safety sys-
tems annually. Additionally, at our warehouses, work
environment risk assessment is performed regularly
and we provide accident insurance for our employ-
ees
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Employee Satisfaction

In 2022 ELKO Group continued to monitor the overall satisfaction of our em-
ployees. Using bi-annual surveying, the group monitors employee well-being
and overall satisfaction with their working responsibilities, environment and
general peace of mind.

The survey is conducted by each office separately and covers a large spectrum
of subjects including (but not limited to) productivity, stress management,
management evaluation, job security, working environment safety measures,
internal communication levels as well as clarity of long-term vision.

Over the past years, ELKO has worked on improving their employee satisfac-
tion and here are some of the 2022 survey highlights from various offices:

95% are satisfied

with the support

from their direct
manager

90% are satisfied
with the working-
from-home policy

Work-Life 95% are satisfied

balance index with the direct

improved +6 p.p. manager’s involve-
from 81% satisfaction in 2021 ment in prObl.em'

to 87% .
solving
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GRI 404 TRAINING, EDUCATION AND SOCIAL PROGRAMS

Work Management Improvement Program

In 2022 our HR department offered several interesting and useful education
programs to the employees. The programs were targeted towards the im-
provement of every day work task management, increased productivity and
improved efficiency. Please see short descriptions of some of the programs
below.

Career Management

Several short modules with the spotlight on the main pillars of career ad-
vancement. The course included such topics as healthy working relationships,
how to ask uncomfortable questions such as a raise, the best ways to change
jobs etc.

Time Management

Like the previous course, the following also consists of several short module
training sessions. The importance of concentration, goal setting, scheduling
and prioritization are looked at this course as well as the fundamentals of time
management and how to overcome its challenges.

Stress Management

This course in today's working environment is especially useful. Burnout, anx-
iety, stress are only some of the mental problems employers and employees
are affected by every day. In order to indicate such problems and find solu-
tions, the course introduces strategies to relieve stress, how to recover from
burnout and learn about the relationship between pressure and performance.

Effective Communication

Mainly looks at the topic of effective communication between colleagues; fo-
cuses on the improvement of communication skills by looking at the subject
matter of uncomfortable discussions, peaceful communication, emotion man-
agement and meeting leadership.

Learning Week

In 2022 ELKO Romania developed a training program called “Learning Week”;
the program is available to all ELKO Romania employees. It includes internal
and external trainings and organized by the managers of each department.
The program addresses topics dedicated towards the specifics of job type and
job responsibilities and it occurs twice a year.
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Internal Department Communication Initiative

This is a social initiative in order to improve the communal understanding
of how the actual organisation operates and who does what and why. It is a
monthly online meeting where the head of each department (or sub-depart-
ment) shortly describes the main roles and responsibilities of their respective
employees.

Additionally, the initiative includes a quiz on the employees of each depart-
ment; notably the questions are mainly targeted towards interesting skills, an-
ecdotes or hobbies of the department members rather than specifics of work
responsibilities and processes.

Team Building Events

In addition to training and education programs, ELKO Group regularly organ-
ises social team-building events. These events usually combine such compo-
nents as work-related training, sporting events, socializing and entertainment,
which together help us to build a better and stronger team, and provide a
sense of community not to mention to improve our knowledge, expertise and
group spirit.

eGrow

eGrow is our own in-house LMS (Learning Management System). eGrow is
used to make available interactive e-learning courses to our employees, as
well as manage their learning progress. In a modern work environment, espe-
cially when employees work remotely at least for part of the working week,
and for an international company like ELKO Group with employees in many
different countries, it is important to have an opportunity to train them out-
side of classical in-person training sessions or workshops and to do it in an en-
gaging and interactive way to match what people are used to consuming out-
side the working environment. In addition to having the opportunity to study
from wherever they are, employees can also always go back to the course if
they need to repeat something.

Most of our courses on eGrow are made in-house by or in collaboration with
internal SMEs (Subject Matter Experts). Most of the courses are optional to
complete, however some trainings are mandatory, for example employee on-
boarding, basic GDPR, cybersecurity etc. In 2022 some mandatory AML cours-
es were introduced, as well as optional communication and effective team
management courses.

The completion tracking options on eGrow allow us to have tracking of wheth-
er the compliance-related trainings have been completed, and to extract re-
ports with statistics, as necessary. We also have externally made courses on
commonly used software programs in order to improve our employees digital
skills (e.g. Microsoft Office, Jira) on our eGrow platform that are available to
employees who'd like to deepen their knowledge and acquire new and useful
skills for their everyday work.

Ukraine Social Program

In 2022 the main focus of ELKO Group was on building a response to the war
in Ukraine, with a special focus on providing aid to our Ukrainian colleagues.
The initiative included providing shelter to ELKO Ukraine colleagues and their
families, aiding with documentation processing and financial aid applications
etc. To enable fast and timely information flow, a dedicated Telegram channel
was created.

The shareholders of ELKO Group unanimously donated 100 000 EUR to sup-
port the people in Ukraine. The donation was made through the Latvian char-
ity organisation ziedot.lv, and the funds are distributed in cooperation with
Ukrainian organisations to where they are most required. Furthermore, our
Sweden subsidiary also donated 50 000 EUR to help our Ukrainian colleagues.
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GRI 400 RESPECT OF HUMAN RIGHTS

As ELKO we recognize the importance of preserv-
ing human rights in our value chain. We believe in
the right to self-determination, liberty, due process
of law, freedom of movement, thought, religion, as-
sembly and association.

The policy of labor practice sets forth minimum
standards for working time and working conditions
and provides for observance of all of the core stan-
dards of the International Labor Organization in-
cluding other applicable Conventions.

The policy provides a pledge by the Company to
observe these standards and to require its contrac-
tors, subcontractors and suppliers to observe these
standards. It also establishes ELKO Group's gener-
al responsibilities concerning human rights, health
management, work safety, career management,
employees’ rights etc. Many of the previously men-
tioned areas are also covered in our supplier code of
conduct.

GRI1405-1 Diversity & Equal Opportunity

ELKO Group is continuously working on creating a supporting as well as an
open workplace that is not only inclusive but also cultivates diversity. As an
international group with offices in 12 countries, our work environment inheres
different nationalities, cultures and religions.well as in everyday work situa-
tions.

Gender Diversity

48%

31%

33%

47%

44%

52%

69%

67%

53%

56%
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Female vs. Male
remuneration

Renumeration

01 Junior Specialists /Physical Workers -17%

02 Specialists -5%

03 Senior Specialists -3%

04 First Level Management/Mid-Management -14%
05 Top Management 1%

06 Executives -16%

07 Board n/a

O1 - Junior specialists are employees who carry out an organization’s admin-
istrative/technical tasks and who do not have a supervisory or managerial re-
sponsibility. Physical workers are semi-skilled or unskilled employees whose
work does not require specific professional education. The discrepancy in re-
muneration in this employee segment is mainly attributed to the peculiari-
ties of the market segment they represent. Cleaning staff are mostly women
and physical warehouse workers are male. While cleaning staff has a fixed
salary, warehouse workers have incentive driven bonuses.

02 Specialists - both sales and non-sales professionals with no managerial
responsibility, although they may provide mentoring, coaching or supervision
to less experienced staff. Report to a manager. Most positions in this group are
responsible for professional and technical everyday work in an organization/
department.

03 Senior specialists - both sales and non-sales professionals with no mana-
gerial responsibility, although they may provide mentoring, coaching or super-
vision to less experienced staff. Senior positions may take on team leader roles
that are based on profound expertise rather than on people management.

04 First Level Management / Mid-Management - employees who focus on
tactical vision and/or operational activities within a specific area. Report to
an executive or head of an organization. Have managerial responsibility for a

department or a team. Coordinate and organize activities of a separate unit or
service within an organization. Establish operational and administrative proce-
dures, formulate policies relevant to their areas, and organize, lead and direct
others to achieve their goals. The discrepancy in remuneration in this employ-
ee segment is mainly attributed to the higher salary index to IT employees.
Thus, IT employees in similar roles and with similar responsibilities when
compared to other department employees have higher remuneration. And IT
is an industry which is still highly male dominated. If we exclude IT specialists
in this division, the pay gap reduces to 9%.

05 Top Management - employees who ensure operational activities across
multiple functions or sub-functions. Determine policy and direction of a func-
tional area and direct its activities — usually through lower level managers. In-
cludes function managers / sub-function managers.

06 Executives - employees who provide strategic vision. Determine policy and
direction of a functional area and direct its activities through other managers.
Includes the top-level function managers. The reason for the pay gap in this
division is closely connected to the reasoning in First Level Management di-
vision. When IT Executives are removed from the calculations, the pay gap is
reduced to 2%.

07 Board - employees who provide strategic vision across multiple functions.
Determine policy and direction of the organization. Includes the head of an or-
ganization and the other board members. ELKO Group has no female Board
Members.

ORI 406 Freedom from Discrimination

At ELKO, we value all employees and job candidates as unique individuals, and
we welcome the variety of experiences they bring to our company. As such, we
have a strict non-discrimination policy established within our hiring process
as well as everyday work situations. We believe everyone should be treated
equally regardless of race, sex, gender identification, sexual orientation, na-
tional origin, native language, religion, age, disability, marital status, citizen-
ship, genetic information, pregnancy, or any other characteristic protected by
law.

GRI408 Child Labor

Our internal policies and workplace practices are fully compliant with national
and international labor laws that strictly prohibit child and forced labor.
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{ Governance

ORI 2-9 General Governance

For the General governance, ELKO Group has incor-
porated Articles of Association as its main frame-
work. The document serves as an essential support-
ing framework of rules and practices by which the
board ensures accountability, fairness and transpar-
ency in both how the company runs and how it com-
municates with its stakeholders.

Management Board

The Management Board consists of four members
elected by the Supervisory Board of the joint-stock
company for three years. The chairman of the Man-
agement Board, who at the same time is the pres-
ident of the Company, manages the work of the
Management Board. The Management Board shall

adopt decisions on all issues connected with the ac-
tivity of the Company, except those which are in the
competence of the General Meeting or the Super-
visory Board. In accordance with provisions of the
Articles of Association, separate decisions of the
Management Board require written consent of the
Supervisory Board.

Supervisory Board

The Supervisory Board of the Company consists of
four members, who are elected for three years. The
Supervisory Board shall approve annual and quar-
ter budgets of economic activity of the Company.
Additionally, the written consent of the Supervisory
Board is required for the decisions adopted by the
Management Board on issues regarding large ex-
cesses of annual budget, approval of large loans or

credit, any acquisition or alienation of the property
rights and other significant measures that can nota-
bly affect the general affairs of the company.

The management of the business and the conduct
of the affairs of the Company are vested in the di-
rectors of departments.

General Meeting

The General meeting is entitled to adopt decisions
on issues listed below if at least 80% of the paid
share capital of the joint-stock company are partic-
ipating, besides the majority of votes which makes
not less than 80% of the total number of votes of all
shareholders with the right to vote is required. The
main decision-making areas for the General Meet-
ing cover amendments of the Articles of Associa-
tion of the Company, changes in the share capital,
reorganization and emission and conversion of the
Company’s securities.

Russia Business Activities

On April 25, 2022 Akciju Sabiedriba "ELKO Grupa”
sold 100% of shares of its two Russian subsidiar-
ies - OO0 "2JIKO PYC" and OOO “Toprosbii oM
ABCOJIKOT” as part of Group's decision to divest
fully its business activities in Russia. Transition peri-
od for separation of business process was designed
and implemented in several stages, and fully com-
pleted by the end of 2022.

As a result of this divestment the overall risk profile
of ELKO Group as well as capitalization of the bal-
ance sheet have significantly improved.

16 | ELKO Group ESG Report 2022



GRI 308 Supplier Code of Conduct

By the end of 2022 the group has developed the Supplier Code of Conduct
aimed at vendors and other partners in the supply chain. ELKO Group itself
is and expects its cooperation partners to be, committed to responsible busi-
ness and adhere to a number of international declarations, conventions and
guidelines on human rights, labor rights and conditions, environmental re-
sponsibility and anti-corruption.

The document looks at labor, health and safety, environment, ethics and an-
ti-bribery and corruption standards that are expected to be upheld by our
supply chain partners.

GRI'418 Data Privacy (including GDPR)

ELKO Group has always approached data privacy very strongly; we have zero
tolerance toward non-compliance with associated data privacy and security
guidelines, and we have developed respective measures to do so. ELKO Group
has developed procedures that protect the personal information of individuals
and employed a GDPR officer to oversee the compliance of the procedures. We
also have assigned Data guardians in each department, who have passed the
respective course on data privacy, providing a deeper knowledge of the issue.

In order to monitor the competence and training of our Data guardians, ELKO

has developed 2 level GDPR e-learning courses; the completion rate is around
90%.
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Client Satisfaction

Over the last five years, ELKO Group has been monitoring client satisfaction
using the Net Promoter Score methodology. The NPS Customer satisfaction
survey process has an established methodology for gathering responses from
customers, through to feedback presentation to the group’s management and
follow-up procedures. The survey covers the areas regarding product range,
delivery service, price levels, e-commerce functions and the professionalism
and responsiveness of our employees. The survey is carried out on the group
level. The resulting initiatives and their implementation are overseen by the
CEOQ.

Compared to 2021, the overall NPS score increased by three points (from 57
to 60) with a 1% decrease in response rate. Notably 68% of our clients on the
group level believe that the service level of ELKO has improved over the past
12 months (60% in 2021).

Best performing service segments:
® Delivery Service (9.2)

® Sales Manager responsiveness (9.1)
® Sales Manager professionalism (9.1)

.. 60

NPS score
2022

5/

NPS score
2021
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GRI 205 ANTI-CORRUPTION AND BRIBERY

Code of Conduct

ELKO Group has a long-established employee Code
of Conduct; it includes such measures as the employ-
er-employee relationship, which protects the business
and informs the employees of the company’s expec-
tations. It serves as a central guide and reference for
employees to support day-to-day decision-making.

Furthermore, ELKO Group has clearly defined orga-
nization’s mission, values and principles, which links
them with standards of professional conduct.

Anti-Corruption and Bribery measures

To tackle the possible risks regarding corruption and
bribery, ELKO has adopted an anti-bribery and cor-
ruption procedure, which defines the mandatory an-
ti-bribery and corruption requirements ELKO em-
ployees must comply with. Furthermore, it clearly
describes the procedure for reporting actual or sus-
pected wrongdoing and following liabilities in case a
breach has been detected. ELKO Group has a definite
and unequivocal stance against bribery and corrup-
tion and the subsequent negative economic and so-
cial effects such actions can provoke.

AML & Sanction Compliance

Since ELKO Group is a multi-national company which
carries operations across the globe, we have acknowl-
edged the increased possibility of financial and ac-
commodating reputational risks. As a result, with the
help of external consultants, we have developed AML
& Sanction compliance policy which is fully compliant
with local and international legislation. The policy
helps us to ensure compliance with the regulations
and determine the partner’s risk level by making a

risk assessment during the vendor and customer on-
boarding process. The policy also provides the details
of our approach to preventing money laundering, en-
suring sanction and export restriction compliance and
describes our procedures for identifying and verifying
our partners, their due diligence measures and moni-
toring checks.

Since the sale of dual-use products in our portfolio
is a possibility and our market coverage may include
several countries on the sanctions list, within the
framework of the previously mentioned AML & Sanc-
tion compliance policy, we have established extra
procedures to comply with restrictions on dual-use
product trade.

The main responsibilities of governing and manag-
ing AML 7 sanction compliance initiatives, procedures
and compliance fall under the tasks of the compli-
ance officers.

Regarding compliance with the sanctions pack ad-
dressed towards sales in Russia, please see the re-
sponse of ELKO Group in the Russia Business Activ-
ities Section.

AML Committee

ELKO Group has introduced a new AML & Sanction
compliance procedure. The procedure includes the in-
troduction of the AML Committee and IT system im-
provements regarding AML-associated topics.

AML Committee is comprised off 3 members, i.e. CEQ,
CFO and CCO, who by a majority of votes are decid-
ing on all increased risk AML & Sanction compliance
cases according to general principles set by AML &
Sanction compliance procedure.
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GRI 2-24 RISK MANAGEMENT

Risk management framework

In the current business environment, business risks are a more prevalent issue
than ever. To ensure that we can effectively manage them and remain a sta-
ble and accountable partner to all stakeholders, in the second half of 2022,
we have audited our risks and developed the ELKO Risk Management Frame-
work, where we have mapped all identifiable risks in a matrix based on two
dimensions that we have evaluated for each of the risks — its likelihood and
potential impact. For each of the risks, we have a risk owner who is responsible
for monitoring and managing it, and for each of the risks we have clearly laid
out and put in place a risk management strategy. Each quarter the risk matrix
is reviewed and main risks to keep an eye on and manage for the quarter are
selected by the Management team. Once a year we review the Framework and
risks included in it to make sure it is up-to-date with the current situation.

Financial Risk
Multi-currency risk

The Group operates internationally and is exposed to foreign exchange risks
accordingly, primarily from the US dollar, euro, Russian rouble, Romanian lej,
Swedish krona and Ukrainian grivna. Foreign exchange risks arise from future
multi-currency transactions and the recognition of assets, liabilities and long-
term investments in a variety of currencies.

The purchase of goods is predominantly in US dollars, but sales are conduct-
ed in different currencies. In the CIS region, the main currency is US dollar and
Russian rouble, but in the Baltics, trade is conducted in euros. CEE countries
Slovakia and Slovenia trade in euros, but Romania in its national currency —
the Romanian lei. In the Nordic region, most sales are transacted in Swedish
krona.

The Group has shareholdings in foreign currencies and is therefore exposed to
foreign currency risk when financial assets and liabilities denominated in for-
eign currencies are translated into the presentation currency — the USD.

Currency risk is actively mitigated by using different bank products. The Group
has centrally developed and globally applied currency risk management poli-
cies and procedures.

As the Group functional currency is US dollars, for minimizing the currency
risk, financing is attracted in US dollars. The Group monitors the open foreign
currency positions and if necessary acquires adequate financing instruments
to minimize the risk.

Interest-rate risk

The Group uses current borrowing rates for financing part of its current assets.
All the borrowings are at floating rate that exposes the Group to interest rate
risk.

Credit risk

Credit risks arise from credit exposure to outstanding trade receivables. The
Company has implemented procedures and control mechanisms to manage
credit risks. Credit risk is partly minimized through credit-risk insurance, but
mainly the risk is minimized by internally developed conservative credit-mon-
itoring policies. Individual risk limits are set based on internal or external rat-
ings in accordance with the credit policy. The utilization of credit limits is reg-
ularly monitored.

Inventories

The Company determines the number of inventories based on expected future
demand and market saturation. Any changes in demand and/or rapid obso-
lescence of products or technological changes will result in excess stock and
the accumulation of obsolete items. The Company makes centralized plans
for the purchase and sale of products. Furthermore, upgrading the procedure
for placing orders has helped decrease inventory days. Weekly inventory anal-
ysis minimizes the need to establish provisions for obsolete items. The risk
related to product flow management is partially reduced through price-pro-
tection arrangements under the cooperation agreements with major vendors.
The agreements provide for compensation for the price reduction in case of
decline of the market prices for the goods at the Group's warehouse or that
are already ordered.

Liquidity risk

Prudent liquidity-risk management includes maintaining sufficient cash, the
availability of funding from a sufficient number of committed credit facilities.
In the future, the Company’s management plans to increase the liquidity re-
serve based on the expected cash flows by improving the management of
working capital.
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Security Risk
IT Security

ELKO Group continually concern themselves with data security on two fronts,
customer data theft and corporate data theft. ELKO Group run annual secu-
rity audits identifying possible vulnerabilities and, based on results, decides
on actions. Some of the IT Security improvement initiatives please see below:

® Revision and improvement of physical security systems, giving priority at-
tention to the timely detection of problems and their timely elimination.

® Review and improvement of physical security systems processes.

® Development and implementation of multi-factor authorization.

® Anti-virus migration to a more modern EDR (Endpoint Detection and Re-
sponse) solution with the possibility of in-depth incident investigation.

® Review and improvement of IT Security processes.

Reputation Risk

Reputation risk is covered by ELKO Group’s Crisis Management Policy which
aims to ensure consistency in the approach of handling communication across
ELKO Group. The Policy defines crisis situations as well as the principles for
crisis management. Furthermore, it illustrates reactions and communication
flowchart which helps to set a proper course communication between ELKO
departments in case of a crisis.

The main responsibility to enforce the policy lies in The Head of Marketing
and/or Public Relations in each Sales Office.
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{ Initiatives framework

Initiative Objective Timeframe
= To pledge and join SBT initiative by setting specific goals.
5 SBT Science-based targets provide companies with a clearly-defined path to reduce emissions 2024
E in line with the Paris Agreement goals.
o
E Customer service and logistics Drop-shipment service implementation. Ongoing
i
. ! APl integration development - automation shortens the time goods reach the end user, !
Customer service and automation : Ongoing
hence also the resources used in the process.
Vendor management Increase activity in circular economy initiatives provided by vendors. Ongoing
Supply Chain improvement Supply Chain mapping and Routing optimization in order optimize and reduce Scope 3 5023
emissions.
Scope 2 GHG reduction Improve energy efficiency in the office and warehouse. Ongoing
Procurement Onboard 3rd party data certifications. 5024
TCO etc.
. Improve data quality and versatility especially in the Scope 3 section. :
Data quality and management Introduce ESC data management system and software. Ongoing
HR Data HR data warehouse development with the whole group as a scope. 2023
Equality Improve thg equahty~ average male/female ratio especially in the executive level. Ongoing
Renumeration equality improvement.
Training and Education Continuous development of employee education programs Ongoing
o . Continuous development of documents and procedures associated with the applicable :
5 Compliance . Ongoing
c rules of regulations.
:
% Security improvements.
O IT Cybersecurity measures. Ongoing

Data Security initiatives.
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{ Appendix 1: ESG Data Coverage Table

Environment

Baltics

Romania

Slovakia

Slovenia

Sweden

Ukraine

Scope 1
Leasing X X X X X

Scope 2
Electricity X X X X X
Heating X ¢ X X X

Scope 3
Business trips X X X X X
Upstream transport X
Downstream transport x (DPD) X
Waste Management X X X X X
Product and Packaging materials X X X X

Health and Safety X X X X X X

Training, Education and Social Programs X X X X X X
Respect for Human Rights X X X X X X

Governance X X X X X X

23

ELKO Group ESG Report 2022



{ Appendix 2: Renewable Energy Sources

Electricity. Share of energy from renewable sources in gross electricity consumption, 2004-2021 (%)

2004 2005 2006 2007 2008 2009 2010 20Mm 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
158 16.4 16.9 IVAS 251 26.8 28.6 297 30.2
Czechia 3.7 3.8 4.1 4.6 5.2 6.4 7.5 10.6 n.7z 12.8 13.9 141 13.6 13.7 13.7 14.0 14.8 14.5
Estonia 0.5 11 1.4 1.4 2.0 6.0 10.3 12.2 15.7 12.9 14.0 16.2 16.2 17.6 19.7 22.0 28.3 29.3
Latvia 46.0 43.0 40.4 38.6 38.7 41.9 421 447 44.9 48.7 51.0 52.2 51.3 54.4 53.5 53.4 53.4 51.4
Lithuania 3.6 3.8 4.0 4.7 4.9 5.9 7.4 9.0 10.9 13.1 13.7 15.5 16.9 18.3 18.4 18.8 20.2 21.3
Hungary 2.2 4.4 3.5 4.2 53 7.0 7. 6.4 6.1 6.6 7.3 7.3 7.3 7.5 8.3 10.0 1.9 13.7
Poland 2.0 2.5 2.9 3.3 4.2 5.7 6.5 81 10.6 10.7 2.4 13.4 13.3 13.1 13.0 4.4 16.2 17.2
Romania 28.4 28.8 281 281 281 309 30.4 311 33.6 375 4.7 432 42.7 42.0 41.8 42.6 43.4 42.5
Slovenia 29.3 287 28.2 277 30.0 33.8 32.2 31.0 31.6 33.1 33.9 32.7 321 32.4 32.3 32.6 35.1 35.0
Slovakia 15.4 15.7 16.6 16.5 17.0 17.8 17.8 19.3 201 20.8 229 22.7 22.5 21.3 21.5 221 231 22.4
Sweden 51.2 509 51.8 53.2 53.7 58.3 55.8 59.6 59.8 61.7 63.2 65.7 64.9 65.9 66.2 71.2 74.5 75.7
Source: Eurostat (online data code: nrg_ind_ren)
. . . o)
Heating. Share of energy from renewable sources for heating and cooling, 2004-2021 (%)
2004 2005 2006 2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
13.2 14.8 15.3 16.8 174 18.6 19.0 198 20.3 204 PAOKS
Czechia 9.9 10.8 n.2 2.4 12.9 14.3 141 15.4 16.2 17.7 19.5 19.8 19.9 19.7 20.6 22.6 23.5 24.2
Estonia 33.4 32.4 30.8 33.0 36.0 42.0 432 445 432 431 449 50.0 51.8 52.2 53.7 52.2 58.8 61.3
Latvia 42.5 42.7 42.6 42.4 42.9 479 40.7 44.7 47.3 49.7 52.2 51.7 51.8 54.6 554 57.7 571 57.4
Lithuania 30.4 29.3 292 291 32.0 33.7 32.5 32.8 34.5 36.9 40.6 461 46.6 46.5 46.0 47.4 50.4 48.6
Hungary 6.4 9.9 n.4 13.5 12.0 17.0 18.1 20.0 23.3 23.7 21.3 21.3 21.0 19.9 18.2 18.2 7.7 17.9
Poland 10.2 10.2 10.2 10.5 10.8 1.6 1.8 13.2 13.5 14.3 14.2 14.8 14.9 14.8 21.5 22.0 221 21.0
Romania 17.3 17.9 17.6 19.5 23.2 26.4 27.2 24.3 25.7 26.2 26.7 259 26.9 26.6 254 257 25.3 24.5
Slovenia 22.8 26.4 24.4 293 275 28.9 29.5 31.8 33.1 35.1 34.6 36.2 35.6 34.6 32.3 321 321 352
Slovakia 5.1 5.0 4.5 6.2 6.1 8.2 7.9 9.3 8.8 7.9 8.9 10.8 9.9 9.8 10.6 19.7 19.4 19.5
Sweden 45.9 49.0 52.5 54.5 55.8 59.2 571 58.5 60.6 61.7 62.6 63.2 63.4 63.6 63.3 64.4 66.4 68.6
Source: Eurostat (online data code: nrg_ind_ren)
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