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We present to you the first sustainability report of Alcao EOOD, which aims to outline
the company’s activities within the identified ESG" directions for the period of January 1
to December 31, 2023.

This report serves as an overview of the company’s core business activities and prod-
ucts, the specifics of the industry we operate in, and our commitment and approach
towards sustainable development. The progress and strategic direction of Alcao are
presented through the lens of the governance, social, and environmental areas, that
impact our activities. This report considers the operation of our administrative and pro-
duction facility in Bulgaria, as well as our sourcing activities, the majority of which are
guided by our parent company Altinmarka (headquartered in Turkey).

The report was created following the methodology of the voluntary Global Reporting
Initiative (GRI) 2021 Standards (specifically, the “with reference” option?). Although
the company is not currently subject to mandatory reporting requirements, this report
considers the EU Directive 2022/2464/EU on Corporate Sustainability Reporting (CSRD)
and follows the outlined approach for double materiality assessment?. The report has
not been verified by a third party.

1. ESG - Environmental, Social, Governance.

2. In voluntary reporting according to GRI Standards, the organizations have the choice to report either “with reference to” or “in accordance with”. When reporting “with reference” to
GRI, organizations can prepare a GRI Sustainability Report with specific conditions, not requiring compliance with all the requirements.
3. The principle of double materiality requires reporting to demonstrate how sustainability issues affect the organization and how the organization impacts sustainability.
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Letter from our CEO

Dear Reader,

Allow me to unveil what lies behind the scenes of a
cocoa factory in Bulgaria.

The cocoa story is often overlooked but rich in impact -
while this is a product, typically associated with plea-
sure, there’s more to it than meets the eye. Behind each
of our products lies a story of an impact, a tale of how
our operations affect the lives of those who cultivate,
process, and distribute cocoa beans worldwide.

Operating in the cocoa industry presents unique challenges, particularly concerning the
specificity of our primary raw material and the regions from which it is sourced. While
cocoa brings sweetness to us as consumers, it may bring bitterness and numerous
challenges to those involved in its cultivation. Cacao trees flourish in a limited geo-
graphical zone, with nearly 70% of the world’s crop grown in West Africa, the region
from which we also source our cocoa beans. Many African countries face poverty,
internal conflicts, and deforestation, influencing how raw materials are sourced and
agricultural practices employed.

In this context, numerous factors come into play, influenced by both local policies and
the global business driven by commaodities like cocoa. For us cocoa isn't just a com-
modity, it’s the foundation of our commitment to sustainability. We aspire to become a
preferred supplier in Europe, leveraging our influence to drive positive change within
our industry. Despite our modest size, we aim to make a significant impact on industry
practices, fostering a culture of environmental responsibility and social equity.

We at Alcao are fully committed to improving whatever can be further enhanced. In
Europe, we feel the pressure of sustainability issues differently than our parent com-
pany in Turkey does. We are the sole factory of the company in Europe, with the other
eight in Turkey, working under a different sustainability business environment. As we
write this report, we acknowledge our unique situation - operating in two business
contexts. The evident changes in the world we operate in emphasize the importance of
the well-being of communities and the environment upon which they depend.

We aim to further develop our understanding and improve our ability to influence
sustainability matters, rather than solely relying on our customers’ relationships. We ac-
knowledge that it is in our hands how we conduct our business and treat our stakehold-
ers. However, the possibility of truly changing the lives of people outside our region is
much more distant if their society itself does not strive for the same. We are identifying
priorities, aiming not only to align with existing initiatives but also to ensure our impact
is as significant as desired by the industry.

Given all this, we recognize our role in ambitiously striving for sustainability, both in
Europe and in Turkey. Despite geographical boundaries, our dedication to sustainable
business practices remains strong. Through this report, we invite you to join us on our
journey towards sustainability - a journey marked by challenges, achievements, and
aspirations for the future.

Sinan Velioglu
Manager of Alcao EOOD,
Strategic Planning Coordinator of Altinmarka



52-54% cocoa oil. Through the grinding process and the generated heat, the cocoa mass
transforms into the liquid form of “cocoa liquor”, which is further refined to enhance its
flavor using final grinders. Cocoa liquor is available in both natural and alkalized variants,
and it can be processed into either liquid or solid forms.
Alcao, established in December 2012 as a subsidiary of the Altinmarka Group, operates
from a modern production facility situated in Parvomay, Bulgaria, close to Plovdiv.

Alcao manufactures cocoa products used in making well-known consumer chocolates,
wafers, cakes, cookies, and more. The raw material for our products is the cocoa bean.

- ~— Cocoa beans

Cocoa mass

Our other main products include cocoa powder and cocoa butter. Cocoa powder is
processed in both natural and alkalized varieties?, with cocoa butter content ranging
between 10-12% and 20-22%. Our production portfolio also encompasses chocolate
which is the product we will increasingly focus on in the coming years.
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Our primary product is cocoa mass, an essential ingredient in chocolate and couverture
coatings for various chocolate desserts. The product is also known as “cocoa liquor” and
is derived after roasting and grinding cocoa beans. The cocoa beans undergo a complex Cocoa Powder Cocoa Butter
process aimed at reducing their water content, which involves cleaning, roasting for flavor

development and color enhancement, followed by cutting and removal of shells. The co-

coa nibs are then ground to produce cocoa liquor, with the nibs containing approximately 4. Natural cocoa liquor or powder have a more acidic taste and lighter color compared to alkalized cocoa
products. Alkalized cocoa liquor and powder undergo an additional process where they are treated with an
alkaline solution to neutralize their acidity. This results in a darker color and a milder flavor.




Cocoa beans

Cocoa liquor Cocoa powder Cocoa butter

Chocolate and couverture/coating Bakery products, incl. cakes, biscuits, wa-
fers and confectionary products (pralines,
chocolate blocks, ice cream, dragee, etc.)

The total production area of Alcao is equivalent to more than 4 football fields (22,500
sqm, incl. warehouse area of 4,030 sqm). Over the last decade, the company has
expanded its production lines and portfolio significantly, with the production capacity
increasing four times since 2015.

As the cocoa beans enter our production lines, they undergo a series of processing steps
to achieve the highest quality product. Initially, the beans are cleaned to remove any
foreign materials, ensuring purity and consistency. Next, the beans undergo roasting,
where they are heat-treated to develop their taste and color, unlocking the rich choco-
late flavor we all love. Following roasting, the beans are cut and winnowed to remove
shells®, reducing the shells” content from about 12% to maximum 1.75%. Grinding the
nibs¢ produces cocoa liquor, a liquid mixture rich in cocoa oil and flavor, ready for fur-
ther processing. Techniques for flavor improvement enhance the cocoa mass, allowing
for customization and cost-saving measures in chocolate manufacturing. Refinement by
final grinders ensures the perfect texture and particle size required for various appli-
cations and recipes. Finally, the resulting products (cocoa liquor, butter, powder) are
prepared for storage and transportation, packaged in carton boxes or kraft paper bags,
and made ready for use in our clients” products.

Share of products in 2022 (%) Share of products in 2023 (%)

M Cocoa liquor Cocoa butter  ® Cocoa powder B Cocoa liquor Cocoa butter M Cocoa powder

5. Shells - the outside portion of the cocoa beans.
6. Nibs - the inside portion of the cocoa beans
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The strategic geographic location of the plant in Bulgaria ensures convenient access to
key European markets, as well as the seaports of Varna and Burgas. Bulgaria’s position
also serves as a bridge between the EU and the rapidly growing markets of Turkey,

the Middle East, and CIS countries, placing the country at the center of transit between
these regions.
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The cocoa way

Cocoa is the raw material in our production, that is not only widely used in the food
industry but also influences the economy and even global conflicts. It is a commodity
whose price fluctuations can have significant consequences on markets and national
economies. Unfortunately, the cocoa production in many regions of the world is al-
legedly associated with issues such as child labor, deforestation, and even conflicts over
territorial control. This is one of the reasons why for us it is essential to trace the path
of cocoa and to know the efforts and specifics associated with its production and origin.

[l HARVESTING /SHELLING FERMENTATION

Ivory Coast
& Ghana

it CHOCOLATE i cocoA ProODUCTS®

LE] CHOCOLATE AND SELLING TO
CHOCOLATE PRODUCTS CLIENTS

EJ coNcHING

Only then we can have a real assessment of what we invest in our products and what
are the main challenges that everyone in our value chain faces.

At the heart of our production lie the cocoa beans, sourced exclusively from the finest
origins globally. Our primary supply originates from the Ivory Coast and Ghana, re-
nowned for producing top-quality cocoa beans. The cocoa beans embark on a journey
to our factory in Parvomay, Bulgaria, where we treat them with proper care using
high-quality technologies and processes. With our products, we supply manufacturers of
chocolate, couverture, and other chocolate products worldwide.

EJ orviNG

Bl BAGGING

B TRANSPORT

Parvomay,
Bulgaria

Bl GRINDING CRUSHING B ROASTING

* Cocoa liquor, cocoa butter, cocoa powder



Our mother company

Altinmarka, headquartered in Istanbul, Turkey, is a I I
major producer of industrial chocolate with 30 years of Al_TINMARKA
experience in the local market. Initially, the company GRUBU

began with the establishment of a cocoa processing

plant, later expanding its operations in 2005 with ® e . . ® ®
the creation of a fully automated chocolate factory 1 € €L €L €L .

equipped with the latest technology for high-capacity

production of premium chocolate products. A Thisis
ALTINMARKA ALTINMARKA ALTIMARKA ﬂm ATINVAPI  cOmPanY.

Over the years, Altinmarka has introduced numerous KAKAD e CIROLATA TUKETIH URANLERi RAKENDE -
new brands and subsidiaries, expanding its product - . o |

>

portfolio. In 2012, the company further extended its i
presence in Europe with the establishment of Alcao ~

1

r ‘
in Bulgaria, marking another strategic move into the ;”“m’g ﬂBTﬂlJQIHULHTH []ﬂa[JM delgy e frink
European market. ) 244 — —

Presently, the company operates eight plants in Turkey,
situated on a vast 215,000 square meter site housing
state-of-the-art facilities.

HOUSE

Our Values

We take quality as our main concern We engage with solutions and We strive to inspire and enjoy We approach with respect
believe that growth depends on working together and responsibility

every employee
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I 24% growth of

the production
for 2023 compared to
2022

Over the last decade,
capacities have
expanded 4
times

148 employees in 2022
and 179 by the end of
2023 - marking a

& growth rate of
over 20%

Almost 17%
growth of

our net sales -
over 169 min. BGN for
2022 and over 198 mln.
BGN for 2023
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100% of the waste

Developed internal

ESG capacity

Conducted a greenhouse
gas (GHG) inventory for generated is treated,
2022 and 2023, almost

assessing | 50% recycled
Alcao’s carbon |
footprint | l
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As a company committed to responsible business practices, particularly in the chal-
lenging cocoa industry, we are paving our path to sustainability across all aspects of
our operations. This involves defining and managing the material topics through which
we have social, economic, and environmental impact. Our approach is based on the
concept of double materiality assessment, as outlined by the voluntary GRI standard
and the European Sustainability Reporting Standards (ESRS), a component of CSRD. The
double materiality assessment we have conducted is consisting of three main stages:
impact materiality, financial materiality, and stakeholder engagement.

Internally, we have developed ESG expertise and capacity and established a team

to address sustainability matters. We have conducted training sessions covering key
concepts and best practices in various ESG aspects, including decarbonization, defor-
estation, and others. We have also reviewed the relevant industry challenges, client
requirements, expectations of our partners and other stakeholders, as well as the best
practices of our competitors. With these efforts combined, we have conducted a com-
prehensive assessment of material topics through multiple steps.

Our sustainable cocoa story « Alcao Report 2022-2023

Definition of
ESG topics

Impact
materiality
assessment
(“Inside-out”)

Financial
assessment
(“Outside-in")

Stakeholders
perspective

Materiality

matrix

We identified the ESG topics potentially relevant to our business.
We created a list of these topics and determined their scope,
which we subsequently evaluated within a working group
involving our ESG team and managers.

Assessing the significance of Alcao’s impacts on society and
environment:

- Considered stages of the value chain mainly relevant to
the operations in Bulgaria, as well as the sourcing aspects
(upstream activities and market operations);

- Based on several criteria, such as scale, scope and
remediability of the impacts.

Assessmg the significance of ESG impacts on Alcao:
Potential impact of sustainability topics on Alcao’s
performance and business overall;
Evaluation for each ESG topic (long list) in terms of risks and
opportunities, based on the criteria magnitude and likelihood;
Considered also international policies and regulations.

We identified key internal and external stakeholders and
considered their input during the assessment of the material
topics. We conducted a survey among our employees, clients, and
partners to gather their opinions on which topics they consider
important in terms of sustainability.

Following the assessment, the materiality matrix was validated
by the top management, outlining the company’s priority
sustainability areas.

Following the materiality assessment process, we prepared a materiality matrix that

prioritizes areas with the most significant impacts on and for the company, considering
local context and business operations. The assessment covered 10 predefined ESG topics
and examined their scope and definition (see Annex: ESG topics).

Through this process, we set a significance threshold, identifying two tiers of priority,
resulting in a total of 6 topics of utmost importance. These are the topics that we focus
on more specifically in this report.




Materiality Matrix
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Topics in red are assessed as material by the stakeholders
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Significant topics:

n Topic subtopics

Production quality & safety - Sourcing high-quality raw materials
- Production control and quality procedures
- Storage and shipment of the final product
- Packaging of the product

Human capital - Labor conditions
- Health and safety in the workplace
+ Equal opportunities
- Diversity and inclusion
- Employee well-being
- Continuous learning and development of employees
- Corporate culture

Business development - New business opportunities and partnerships
- Development of new products and markets
- Expansion of manufacturing capacities
- Continuous research and implementation of updates and technological improvements

Traceability and transparency in the supply chain - Product traceability
- Supplier traceability
- Environmental sustainability
- Biodiversity and deforestation
- Ethical sourcing
- Compliance with regulatory requirements

Ecological & Climate impact - Direct impacts from the company’s operational activities
- Greenhouse gas emissions
- Climate change
- Energy use, incl. renewable energy
- Energy efficiency
- Renewable energy

Packaging life cycle & Waste management - Traceability of materials
- Sustainable packaging
- Reduction of waste in production
- Waste management, proper treatment
- Resource utilization and circular economy
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- Since its establishment, the company has been continuously evolving, incorporating
G ove rna n Ce to p I Cs new production lines, processes, and products each passing year. Our goal has always
been to strengthen our position in the market, broaden our product portfolio and
maintain our commitment to delivering exceptional quality. To achieve this vision, we
are investing in expanding our manufacturing capacities, ensuring that we possess the

Business development necessary infrastructure and resources to support our ambitious growth plans.

Business development is a crucial aspect of every company’s growth strategy. At Alcao,
we are committed to expanding our operations and enhancing our capabilities to meet
the evolving needs of our clients and the market.

COCOA LIQUOR - COCOA POWDER - CHOCOLATE, COUVERTURE -
production line 1; production line 2; 3 000 MT/year
29 000 MT/year total capacity 9500 MT/year

Started

COCOA POWDER - COCOA LIQUOR - COCOA BUTTER - DEODORISATION
production line 1; production line 2; 3 production lines;
4750 MT/year total capacity 34 000 MT/year total capacity 14 000 MT/year
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Our primary product line includes cocoa liquor, natural cocoa butter, and cocoa powder.
Alcao initiated cocoa powder production in 2016, followed by the introduction of cocoa
liquor production in 2017. Additionally, a second production line for cocoa liquor started
operations in 2020, effectively doubling our capacity to 34 000 tons per year.

In the past two years, we have marked significant business growth, particularly with
two new products that are becoming more and more central to our operations.

We initiated the production of natural cocoa butter in 2022 with a capacity of 14,000
tons per year. Our plans for 2024 include further scaling up production to reach a capac-
ity of up to 20,000 tons.

The other key product we are increasingly focusing on is chocolate. In 2023, we upgrad-
ed our production lines to include it in our manufacturing, with a capacity of 3,000 tons
per year. Currently, we plan to increase our industrial chocolate and associated products
capacity to up to 20,000 tons per year through a fully integrated chocolate facility.

We are also investing in expanding our warehouse space to accommodate our growing
production needs, with intentions to extend it to 18,000 square meters.

Production in 2022 and 2023 (tons)

35000
30 669
30000

25 000 24671

20000
15000

10000 6818 agpo 6211
5000 3655
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* Gocoa liquor,

W 2022 2023
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Another important project to expand our production portfolio is the implementation

of a deodorization process for cocoa butter (aimed for 2024). This process involves the
construction of a new production facility dedicated to producing deodorized cocoa but-
ter, which will complement our existing industrial base. With a projected daily output of
about 50 tons, the facility will utilize advanced technology to remove cocoa odors from
the cocoa butter product, leaving it with a neutral scent and taste. The deodorization
process involves heating the cocoa butter at high temperatures and then subjecting it
to a vacuum to remove volatile compounds. The resulting high-quality end product is
suitable for various applications, primarily within the chocolate industry. Additionally, it
is utilized in the cosmetic and pharmaceutical industries.

In addition to expanding our production and emphasizing quality, we are actively
cultivating strong partnerships with our clients, taking into account their expectations
and needs. As part of our business strategy and commitment to sustainable practices,
we are working towards obtaining Rainforest Alliance certification for our products and
our facility, demonstrating our dedication to environmental conservation and social
responsibility. We initiated this effort in 2023, reviewing existing practices and policies
while implementing improvements where necessary. Our expectation is to finalize
this process and obtain certification by 2024. Furthermore, in 2024, we plan to further
enhance our responsible business conduct by implementing policies that promote eth-
ical practices, transparency, and accountability across our operations and supply chain,
ensuring alignment with our values and commitments.




Traceability and transparency in the supply chain

We recognize that our industry has significant social and environmental impacts, so we
aim to minimize associated risks wherever we have control. Cocoa cultivation in African
regions, where local populations often face poverty, poses risks such as deforestation,
unsustainable land use, and poor labor conditions, including exploitation and child
labor. Therefore, traceability and transparency within our supply chain are important
topics to us and outline our focus on understanding the journey of our main raw materi-
al - cocoa beans, from their origins to our production facility in Bulgaria.

Deforestation

Deforestation is the purposeful clearing of forested land. The loss of trees contributes
to climate change, increased greenhouse gases in the atmosphere, loss of biodiver-

sity, flooding, and other environmental as well as socioeconomic issues. Worldwide,
almost 80% of the total deforestation is caused by agricultural production.

Rainforests in Africa also suffer.

Almost 30% of the African land is classified as forest and nearly 4 million hectares
of African forests are being cut down each year (at almost double the speed of
the world’s deforestation average)’. It is estimated that in 2001-2014 between 10
and 25% of Ivory Coast’s and Ghana’s forests were cleared for cocoa production.?

Many cocoa farmers live in poverty, relying on cocoa production as their primary
source of income. This incentivizes the expansion of cocoa farms into forested ar-
eas. Poverty also increases the risk of child labor in cocoa production, as families

may rely on children to work on the farms to supplement household income.

Our primary cocoa origin is Ivory Coast and Ghana, supplemented by smaller volume
sourcing from countries such as Nigeria, Liberia, Ecuador, Uganda, Guinea, and others. It
should be noted that the cocoa sourcing is managed by traders due to the lack of direct
access to markets by origin countries. Aligned with the established best practices of its
mother company Altinmarka, Alcao sources its cocoa through globally recognized and
trusted suppliers, with decisions made by Alcao’s top management (representing the
management of Altinmarka). We work with certified companies, known for their com-
mitment to sustainability, quality control, and traceability (such as Touton and Sucden).
They engage in supporting local farmers and communities to guarantee that the cocoa
beans they supply originate from well-managed farms and cooperatives.

Despite relying on established practices from our suppliers, we don't solely depend on
them to track the conditions in the countries from which we source. At least once a
year, we visit various locations and institutions in these countries. For instance, in Ivory
Coast and Ghana cocoa trading is requlated by national institutes and cocoa boards
(Coffee and Cocoa Board in Ivory Coast and COCOBOD in Ghana), responsible for cocoa
policy from farm to export. During our visits, we work directly with these organizations
- we inquire about the cocoa production specifics, inspect warehouses where beans are
stored, visit farms selected by our traders, and observe living and working conditions.

We also track farming practices, incl. in terms of signs of child labor. Our engagement
directly with farmers includes discussions on crop expectations and gaining other
insights into their day-to-day challenges. We focus on broader issues like deforestation
and the economic situation of these countries, ensuring a comprehensive understand-
ing of the conditions on the ground. The diverse assistance we provide to these com-
munities includes agricultural support and collaboration with local governments to pro-
vide financial aid for enhancing transportation, renovating buildings, and implementing

other initiatives aimed at improving local living conditions.

7. According to the UN Food and Agriculture Organization (FAO).
8. According to the ‘Chocolate’s Dark Secret’ report by the World Cocoa Foundation (WCF) and Mighty Earth.
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In addition to these practices implemented by our top management at the parent com-
pany Altinmarka and sourcing from suppliers already approved and assessed by them,
we at Alcao also aim to integrate various policies and procedures at the local level to
ensure compliance with ethical sourcing practices. As part of the European market,

our company’s role requires increasingly strict tracking and impact of the cocoa supply
chain, which is more and more demanded by our clients and requlatory changes in the
EU. We are working on our Sustainable Sourcing Policy to ensure the implementation of
principles by our cocoa suppliers regarding environmental impact management, com-
pliance with ethical standards, and ensuring product safety and quality. The policy will
be finalized in 2024 and is complementary to the Ethical Behavior Policy currently being
developed (applicable to all of our partners) and the existing Quality and Food Safety
Policy (applicable to our entire production).

Additionally, as part of our commitment to Rainforest Alliance certification, we are
currently developing a package of procedures and policies that also impact our relation-
ships with suppliers (to be finalized in 2024). These include policies such as the Policy on
responsible business conduct, which addresses human rights, labor standards, environ-
mental protection, and more, as well as the Policy on core labor requirements, which
addresses issues such as child labor, forced labor, and discrimination in employment.

Our sustainable cocoa story - Alcao Report 2022-2023




Social topics

Production quality and safety

Quality and safety of products are typically vital for any manufacturing business, but our
responsibility is even greater as we deal with food products. Therefore, safety is our top
priority, followed closely by ensuring quality.

We have integrated numerous procedures and policies to follow quality and safety stan-
dards in production. Certified by the BRC (British Retail Consortium) for Food Safety, we
ensure food safety, traceability, and quality. We implement all procedures as part of our
Quality Management System (certified to IS0 9001:2015), including principles outlined
in our Quality and Food Safety Policy. These principles prioritize not only quality and
food safety but also hygiene requirements, customer and consumer satisfaction, and
sourcing the best raw materials. We have a Supplier assessment procedure to evaluate
suppliers affecting quality, including those providing raw materials, packaging materi-
als, and other materials and services.

When it comes to cocoa beans, there are various choices available. We select main crop
beans?® of the highest quality, which undergo careful selection before entering our pro-
duction facility. Quality checks are conducted upon delivery using cutting tests to assess
the raw material’s quality parameters. The beans are analyzed for foreign materials and
impurities, moisture content, mold, germination, as well as their cocoa butter content,
among other factors. For deliveries of up to 250 tons of beans, one sample is taken,
while for larger quantities, two samples are collected. Subsequently, these samples are
sent for l[aboratory analysis to confirm if they meet the quality standards agreed upon
with the supplier. In the event of deviations from the norm, samples are sent to an
independent laboratory for further assessment, and appropriate corrective actions are
taken in collaboration with the suppliers.

Every step of the production process is monitored to ensure product quality and safety.
As a start, cocoa beans are purified of physical impurities upon entry before proceeding
through our production lines. Approximately 90% of the material flow (during process-
ing) goes through piped pathways, ensuring protection from contamination. In areas

exposed to the environment, we strictly monitor product pathways, including through
video surveillance cameras. Physical parameters are traced in-house, and our future
plans involve enhancing our existing laboratory to include an in-house microbiology
laboratory, allowing us to optimize on-site processes.

Further checks are conducted at the output of our products to approve their quality
according to the specification of the products before dispatching to clients. After de-
livery, our clients also conduct sampling and analyses to ensure quality and safety. In
the event of complaints, corrective actions are taken according to relevant BRC proce-
dures. Since we began producing our products, we have not received any complaints or
reports of non-compliance with regulations regarding the health and safety impacts of
our products.

9. ‘Main crop’ cocoa beans, harvested between September and March, are renowned for their rich flavor pro-
file and high cocoa butter content. In contrast, ‘mid crop” cocoa beans, gathered from May to August (during
the off-season) exhibit distinct fruity and floral flavor notes.



Human capital

At Alcao, we prioritize strong relationships, mutual understanding, teamwork, and
collective care for the company’s development. This is why we always aim to ensure
a supportive and inclusive workplace environment regardless of the pace at which our
team expands or changes. We see our employees as the primary ambassadors of the
work culture that makes Alcao the workplace they choose.

Over the past year, our company has experienced significant growth, with our team ex-
panding from 148 employees in 2022 to a total of 179 by the end of 2023, represent-
ing a growth rate of over 20%. About 16% of all our employees are women, a propor-
tion determined by the nature of our work, which is in the manufacturing sphere. More
than 60% (8 people) of the initial team are still employed by the company.

. 148 Employees

2022 124 men (84%)
. 179 Employees
2023 151 men (84%)

We take care of employees’ professional growth by providing both mandatory and
optional training sessions. Mandatory introductory training covers topics such as quality
management systems, occupational health and safety, internal policies and procedures,
and job responsibilities. Specialized training opportunities are also offered to our em-
ployees and may include certification for forklift and electric pallet jack operation. We
track the performance and conduct of each employee daily, fostering open discussions
about issues and solutions while encouraging professional development.

Employee satisfaction is of great importance to us and we understand the impact of

open communication and feedback. While employees are aware of their daily targets,
we recognize the necessity of discussing issues and suggestions for improving our col-
laborative work. Therefore, we maintain an open-door policy to encourage transparent
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communication. While we offer feedback channels such as a ‘complaint box” and an
e-mail address for recommendations and suggestions at proposal@alcao.eu, we priori-
tize direct communication. This enables us to promptly address concerns and encourag-
es openness in sharing problems and challenges.

In terms of health and safety, we follow strict internal procedures and regulations,
providing comprehensive instructions, inductions, and training sessions. Although our
production environment is not hazardous, we prioritize risk mitigation and incident
prevention. For every position at Alcao, periodic risk assessments are conducted, and
necessary measures are taken accordingly. Additionally, assessments are made regard-
ing the microclimate and working environment (illumination, dust levels, noise, etc.).
We organize work operations on a three-shift rotation and ensure constant supervision
by responsible personnel.

Looking ahead, we recognize the importance of improving communication about broader
organizational goals and are currently developing a formal Policy on ethical behavior, set to
be finalized in 2024. While the policy encompasses all the principles of operation already in
place within our own activities, its aim is to outline the specific behaviors that our employ-
ees and management should follow in the business environment in which we operate.




Local community engagement

We place great importance on quality interaction and communication with local com-
munities. Our aim is to create both job opportunities and an environment of coopera-
tion and support.

Looking ahead, we plan to support local schools in the city of Parvomay by offering
dual training programs in several school classes. This initiative will provide students
with real-world experience within our factory premises, and upon completion, they will
have the opportunity to join our team.

Currently, we strive to organize or participate in various forums for discussion, gather-
ing opinions, or addressing concerns and to facilitate dialogue with local communities.
For example, over the past two years, we have initiated and conducted meetings with
the mayor of the municipality (including on-site visits to our factory) to clarify the spe-
cifics of our business, discuss our current work, and outline future development plans.

Key discussions are related to another important issue for the local communities - odors.
Engagement with local communities on this specific topic is a top priority for us, and

we maintain an open dialogue to address concerns and communicate our improvement
plans. Recent discussions with municipal authorities have centered on odor control mea-
sures and infrastructure upgrades aimed at enhancing our environmental performance.

Odor activity’s odor emissions arise from the thermal processing of cocoa liquor, releasing
a rich cocoa aroma through our factory chimneys. The aroma emitted poses no known
harm to health or the environment, but under diverse meteorological conditions and
wind patterns, it may inconvenience nearby populations by dispersing across the area.

To address and manage odors, we plan to install burners equipped with gas combus-
tion technology designed to eliminate aromatic compounds. This involves capturing

the process vapor and subjecting it to high-temperature incineration, typically reaching
temperatures around 600°C. This approach could reduce odor emissions by over 90%.
Bulgarian legislation lacks specific regulations concerning odor emissions limits based on
reference values. However, we intend to adhere to the internal standards of the Group to
maintain odor levels at a minimum. We are currently in the testing phase of this method
and initial trials showed promising results. Our intention is to proceed with the gasifica-
tion and to implement this system by the end of the second quarter in 2024.

The process that emits odor

One fascinating aspect of our cocoa processing involves the “Dutching” tech-
nique - originating in 19th-century in Holland. This is the specific treatment of
cocoa liquor or cocoa nibs that aims to neutralize the natural acidity found in
cocoa beans during fermentation. The outcome is a darker color, milder taste and
softened flavor of the cocoa.




Environmental topics

Ecological and climate impact

At Alcao, we recognize the importance of minimizing our ecological footprint and are
dedicated to implementing measures to reduce our environmental impact. Our commit-
ment to sustainability is evident through various initiatives aimed at understanding and
mitigating the environmental effects of our operations.

One of our key initiatives involves conducting a Greenhouse Gas (GHG) inventory to
monitor our emissions and energy intensity for the years 2022 and 2023. By this, we
aim to identify the areas for improvement and track our progress over time. We have
calculated our emissions from Scope 1 (fuel consumption from company-owned trans-
port and facilities), Scope 2 (consumption of electricity and heat energy), and Scope 3
(indirect emissions, including purchased goods and services, upstream and downstream
transportation and deliveries, etc.).

Share of scope 1, 2 and 3 emissions (tCO,e and %)

2022 2023
2557; 2% 3 747; 2% 3 338; 1% 4 407; 2%

140 507; 96% 260 975; 97%

| Scope 1 | Scope 2 W Scope 3

The main portion of the company’s greenhouse gas emissions is associated with indi-
rect Scope 3 emissions from the purchase of goods and services and the related trans-
portation activities, all of which are beyond the company’s control. For 2023, emissions
have increased in absolute terms due to increased purchases of goods and services
compared to 2022. Such an increase is also observed in our Scope 1 and 2 emissions.
In order to track our performance based on production, we have calculated the emis-
sion intensity per ton of products manufactured (based on data from Scope 1 and 2).
Despite the increase in emissions in absolute terms, we actually see a decrease in the
emissions intensity per ton of product for 2023 compared to 2022.

Emissions intensity
Scope 1 and 2 emissions per ton production
(for 2022 and 2023)

0,20
0,18
0,16
0,14
0,12
0,10
0,08
0,06
0,04
0,02
0,00

2022 2023

Following these results, we are currently identifying the main areas for improvement
and are in the process of setting specific goals related to reducing greenhouse gas
emissions. In terms of our direct impact, we are exploring opportunities to enhance
energy efficiency and reduce emissions from electricity consumption and own transpor-
tation. Some of these opportunities are connected to our plans to install solar panels
and electric vehicle charging stations in our parking facilities, promoting sustainable
transportation practices among our employees. Additionally, our new warehouse facil-
ities are planned to be designed by incorporating renewable energy sources, such as
solar panels. This initiative aims to reduce our reliance on conventional energy sources
and lower our overall environmental impact.




To address the primary aspects of our direct environmental impact, we are developing an this reason, we collect and bale all these sacks separately, which we then deliver to a

Environmental Policy aimed at outlining our principles and key areas for improvement. partner company. The sacks are processed and transformed into new products such as
bags, espadrilles, and others. In 2022 alone, we collected and exported over 103,000

In addition to addressing key issues such as energy consumption, carbon emissions, kg of waste sacks, which continued their life as new products, and in 2023, these quan-

waste and packaging (see the topic Packaging lifecycle and waste management), a tities exceeded 303,000 kg.

specific aspect of our production involves managing odors. 0dors, although considered

an environmental aspect, also have their social dimension and are a topic of impor- When it comes to waste, we aim to minimize waste generation and utilize it whenever

tance for the local residents of Parvomay. This is why the issue is addressed in the topic possible. We collect and deliver all our waste for treatment and recovery, and about

Local community engagement. 50% of our waste has been recycled in the last two years.

Packaging lifecycle and waste management

The topic of packaging and waste from our production is among the key environmental
aspects for Alcao.

The products we manufacture must be packaged in a way that preserves their quality
and safety during storage and transportation. This is why we strive to choose pack-
aging that meets the storage needs of our products while also being recyclable or
preferably suitable for treatment after leaving our production facilities and reaching
our clients.

The main packaging we use consists of recyclable HDPE (high-density polyethylene)
bags for cocoa liquor, which are carefully selected to meet our requirements for
load-bearing capacity and density. For packaging cocoa powder, we use composite
packaging - kraft bags with special characteristics, constructed from multiple layers of
materials to preserve the quality of the product. We comply with the requirements of
our clients, specifically regarding the load-bearing capacity of the cardboard boxes in
which the bags containing our products are packaged. With regards to all packaging,
we also strictly adhere to our own specifications, applied by our mother company,
thus we have approved certified manufacturers from whom we source these specific
packaging materials.

The waste generated from packaging in our production is mainly due to jute sacks in
which our raw material - cocoa beans - is delivered. We strive to ensure circularity of
this material, allowing it to continue its life and be prepared for reuse or recycling. For



Treatment of generated waste (%)

2022 2023

W Recycling Incineration-energy recovery | Other treatment: composting

A by-product of our production is cocoa shells, of which we generate around 8 tons per
day, constituting between 37-45% of our total waste output over the last two years.
The cocoa shell forms the outer layer of the cocoa bean and is separated after the dry-
ing process. Despite the limited applications and specificities of this type of bio-waste,
our current practice is to export the cocoa shells to Cambodia, where they are used for
animal feedstock, soil enrichment, and energy recovery (pellets). Currently, we are
exploring opportunities to invest in the construction of our own facility for the energy
utilization of the shells within our production plant.




Annex: Data and indicators

GRI Content index

Standard/ Material topics

GRI 2:
General
Disclosures
2021

GRI disclosure
2-1 Organizational details

Location/ comment
Our business, p. 6

2-2 Entities included in the organization’s sustainability reporting

Alcao EOOD

2-3 Reporting period, frequency and contact point

About the report, p. 3

2-4 Restatements of information

Not applicable - this is the first report of the entity.

2-5 External assurance

About the report, p. 3

2-6 Activities, value chain and other business relationships

Our business, p. 6
Annex: data and indicators, p. 28

2-7 Employees

Human capital, p. 21
Annex: data and indicators, p. 28

2-8 Workers who are not employees

Annex: data and indicators, p. 28

2-9 Governance structure and composition

The Turkish company Altinmarka Inc. is the sole owner of Alcao's capital. Alcao is a family-owned
company managed by three independent directors (general managers) and one operational man-
ager, who are responsible for making strategic and operational decisions. One of the directors, who
is also the founder of Alcao and the parent company Altinmarka, serves as the chairman of the
board of directors at Altinmarka.

2-10 Nomination and selection of the highest governance body

As a family-owned company, the highest governance body and its members are appointed by the
company owner through an internal selection process based on the business development vision.

2-11 Chair of the highest governance body

The chair of the highest governance body holds a senior executive position within the organization.
They oversee various functions such as ownership, directorship, chief executive, chief investment,
procurement, and sales, exerting a strategic and operational impact on all company decisions.

2-12 Role of the highest governance body in overseeing the
management of impacts

The General Manager is responsible for overseeing the Company in accordance with the strategic
development and objectives approved by the parent company. The local management team is
tasked with implementing local procedures and key strategic documents.

2-13 Delegation of responsibility for managing impacts

The General Manager of Alcao plays a pivotal role in overseeing overall management, business
planning, and impact management strategies. The local management team drive, monitor, report
and ensure compliance with strategic documents and commitments. Additionally, the local man-
agement team is tasked with implementing corrective measures when necessary to maintain
operational efficiency and alignment with organizational goals.




Standard/ Material topics

GRI 2:
General
Disclosures
2021

GRI disclosure

2-14 Role of the highest governance body in sustainability
reporting

Location/ comment

The General Manager is responsible for integrating ESG topics into Alcao EOOD in alignment with
the strategic development and objectives approved by the parent company, overseen by the local
management team.

2-15 Conflicts of interest

Alcao adheres to its Policy of Ethical behavior, which applies to all managers and employees and
outlines behaviors related to avoiding conflict of interest.

2-16 Communication of critical concerns

Currently this information is unavailable. An official process is to be established in the future.

2-17 Collective knowledge of the highest governance body

Alcao's team actively shares information related to sustainable development and potential regula-
tory changes with business implications with the highest governance body.

2-18 Evaluation of the performance of the highest governance body

Currently this information is unavailable. An official process is to be established in the future.

2-19 Remuneration policies

Human capital, p. 21
Alcao has developed an internal remuneration policy in accordance with Bulgarian legislation.

2-20 Process to determine remuneration

The determination of specific terms for employee compensation and additional remuneration is
overseen by the head of the Human Resources department.

2-21 Annual total compensation ratio

Currently this information is unavailable. An official process is to be established in the future.

2-22 Statement on sustainable development strategy

Letter from our CEOQ, p. 3

2-23 Policy commitments

Alcao upholds high standards through its Ethical Behavior (including Human Rights), Environmen-
tal, Sustainable Sourcing, and Quality and Food Safety policies, ensuring comprehensive adherence
to responsible and sustainable business practices.

2-24 Embedding policy commitments

In the relevant sections of the material topics.

2-25 Processes to remediate negative impacts

The processes to remediate negative impacts involve discussions with the general manager and
are addressed by the manager. These processes include client-specific procedures, such as the BRC
procedure.

2-26 Mechanisms for seeking advice and raising concerns

Mechanisms for seeking advice and raising concerns include regular communication channels and a
complaint box for anonymous submissions.

2-27 Compliance with laws and regulations

Annex: data and indicators, p. 28
Alcao follows strictly the laws as well as Alcao's Policies and Practices which cover different areas of
our business and the way we conduct.

2-28 Membership associations

Not applicable.

2-29 Approach to stakeholder engagement

Our approach to sustainability, p. 13

Local community engagement, p. 22

Alcao engages in constructive dialogue with various stakeholders, including suppliers, partners,
state authorities, media and others. This involves conducting meetings, discussions, surveys."

2-30 Collective bargaining agreements

There are no employees covered by collective bargaining agreements at Alcao.




Standard/ Material topics

GRI 3:
Material
Topics
2021

GRI disclosure
3-1 Process to determine material topics

Location/ comment
Our approach to sustainability, p. 13

3-2 List of material topics

Our approach to sustainability, p. 13
Annex ESG topics, p. ...

3-3 Management of material topics

In the relevant sections of the material topics.

Ecological and
climate impact

302-1 Energy consumption within the organization

GRI 302-3 Energy intensity

GRI 305-1 Direct (Scope 1) GHG emissions

GRI 305-2 Energy indirect (Scope 2) GHG emissions

GRI 305-3 Other indirect (Scope 3) GHG emissions

GRI 305-4 GHG emissions intensity

Ecological and climate impact, p. 24
Annex: data and indicators, p. 28

Packaging life cycle &
waste management

GRI 306-3 Waste generated

GRI 306-4 Waste diverted from disposal

GRI 306-5 Waste directed to disposal

Packaging life cycle and waste management, p. 25
Annex: data and indicators, p. 28

Traceability and
transparency in
the supply chain

GRI 304-1 Operational sites owned, leased, managed in, or
adjacent to, protected areas and areas of high biodiversity value
outside protected areas

GRI 204-1 Proportion of spending on local suppliers

Traceability and transparency in the supply chain, p. 18
Annex: data and indicators, p. 28

Human capital

Disclosure 401-1
New employee hires and employee turnover

Disclosure 404-3
Percentage of employees receiving regular performance
and career development reviews

Disclosure 405-1
Diversity of governance bodies and employees

Human capital, p. 21
Annex: data and indicators, p. 28

Production quality
& safety

GRI 403-8 Workers covered by an occupational health and safety
management system

GRI 403-9 Work-related injuries

GRI 416-2 Incidents of non-compliance concerning the health
and safety impacts of products and services

Production quality and safety, p. 20
Annex: data and indicators, p. 28




Data and indicators

Mandatory
disclosures
according to
GRI 2

Material topic

GRI ESRS Indicator Unit Data 2022 Data 2023
Net sales OR quantity of products/services provided BGN 169 526 211 198 147 242
Cocoa mass kg 24 264 680 30283 134
Cocoa butter kg 3654 727 6 818 357
. Natural cocoa powdre kg 4928 850 6 198 025
Produced quantities by products (kg) -
Alkalized cocoa powder kg 0 13 000
Chocolate dragees kg 406 351 386 325
GRI 2-6 Activities, Cocoa nibs kg 2202 079 2757 741
value chain and | oo 5 opin 1 40 (b) Cocoa mass kg 15 639 145 14169 880
other business
relationships Cocoa butter kg 3 544 445 6 840 680
Natural cocoa cake kg 108 000 0
Sold quantities by products (kg) Natural cocoa powder kg 4820 200 5288 950
Alkalized cocoa powder kg 0 13 000
Chocolate dragees kg 387 600 404 906
Cocoa nibs kg 1485 080 1436 660
Estimated monetary value of payments made to the suppliers BGN 139 164 434 273 083 042
GRI 2-16 ESRS 2 GOV-2 26 (a) - . .
Communication of | ESRS G1-1 AR 1 (a) E(l)]g]b(cjel;r(i)g crtllglecarlec%r:tciims grliaotdwere communicated to the highest governance number 0 0
critical concerns | ESRS G1-3 18 (c) y during porting p
Total number of significant instances of non-compliance with laws and number 0 0
B ESRS $1-17 103 () | requlations during the reporting period
GRI 2-27
: ESRS $1-17 104 (a) . : : : :
Compliance Total number of fines for instances of noncompliance with laws and regulations
. ESRS G1-4 24 (a) . : ) X number 0 0
with laws and ESRS 51-17 104 (b) that were paid during the reporting period
regulations ESRS G1-4 24 (a) Monetary value of fines for instances of noncompliance with laws and
. . . . . BGN 0 0
regulations that were paid during the reporting period
GRI 2-30 Collective
bargaining ESRS 51-8 60 (a) Percentage of total employees covered by collective bargaining agreements % 0 0
agreements




Material topic

Packaging life
cycle & Waste
management

GRI 306-3 Waste
generated

Indicator

Data 2022

Data 2023

ESRS E5-5 37 (a) Total weight of waste generated 764 1008
paper
type of waste 15 01 01 4 119
plastic
type of waste 15 01 02 0 0
wood
type of waste 15 01 03 29 40
metal 0 5
type of waste 15 01 04
waste composite paper + plastic
type of waste 15 01 05 115 129
textiles
type of waste 15 01 09 B 22
plastics, metals ) 2 0
type of waste 15 01 107
textiles
35 71
. type of waste 15 02 03
A breakdown of this total by typt'l
B i extiles
ESRS E5-5 38 composition of the waste type of waste 15 02 02° 0 0
(e.g. metal, plastic, etc.): 4
oils ) 0 1
type of waste 13 02 057
materials unfit for processing - biodegradable
type of waste 02 03 04 282 448
concrete 2 0
type of waste 17 01 01
metals 0 1
type of waste 17 04 05
metals 0 0
type of waste 17 04 11
insulation materials 4 0
type of waste 17 06 04
fluorescent lamps - glass, mercury 0 0
type of waste 20 01 217
mixed household waste 18
type of waste 20 03 01
i non-hazardous 762 1007
ESRS E5-5 39 A breakdown of this total by
composition of the waste: hazardous 2 2




Material topic

Packaging life
cycle & Waste
management

GRI

GRI 306-4 Waste
diverted from
disposal

ESRS Indicator Unit Data 2022 Data 2023
ESRS E5-5 37 (b) Total weight of waste diverted from disposal t 453 710
paper
type of waste 15 01 01 t e 186
plastic
type of waste 15 01 02 ! 0 0
wood
type of waste 15 01 03 t 59 40
metals
type of waste 15 01 04 t 0 >
plastics, metals '
type of waste 15 01 10" t Z 0
textiles
type of waste 15 02 027 ! 0 0
oils t 0 1
A breakdown of this total by | type of waste 13 02 05”
ESRS E5-5 38 (b) o : : : :
composition of the waste: materials unfit for processing - biodegradable t 282 448
type of waste 02 03 04
concrete t 2 0
type of waste 17 01 01
metals
type of waste 17 04 05 t 0 1
metals
type of waste 17 04 11 ! L L
insulation materials t 4 0
type of waste 17 06 04
fluorescent lamps - glass, mercury t 0 0
type of waste 20 01 217
mixed household waste
type of waste 20 03 01 t 10 18
ESRS E5-5 37 (b) Total weight of hazardous waste diverted from disposal t 0 2
Preparation for reuse t 0 0
ESRS E5-5 37 (b) ii. t 0 0
ESRS E5-5 37 (b) iii. t 0 0
A breakdown of this total Recycling t 0 1
ESRS E5-5 37 (b) i. | by the following recovery onsite t 0 0
operations: offsite t 0 1
Other recovery operations t 0 0
onsite t 0 0
offsite t 0 0




Material topic

Packaging life
cycle & Waste
management

GRI ESRS Indicator Unit Data 2022 Data 2023
ESRS E5-5 37 (b) Total weight of non-hazardous waste diverted from disposal t 351 220
Preparation for reuse t 0 0

onsite t 0
offsite t 0 0

gisle?&?j-?rLNrsSte ESRS E5-5 37 (b) i. | A breakdown of this total Recycling !
disposal Eggg Egg g; gl;; ::| Ey the_foll<.)wing recovery onsite t 0 0
- | operations: offsite t 341 488
Other recovery operations t 351 220
onsite t 0 0
offsite t 351 220
ESRS E5-5 37 (¢) Total weight of waste directed to disposal t 320 298
+

| e o wame 150108 t 115 129
ESRS E5-5 38 (b) llgybcr(e)ﬁfsgsvvit?ogf()tm;éo\;?{:ste by composition of the waste t 171 99
I%glif waste 15 02 03 ! = /1
ESRS E5-5 37 (¢) Total weight of non-hazardous waste directed to disposal t 285 298
Incineration (with energy recovery) t 285 298
onsite t 0 0
gi'i'eft%fj'fovz?;‘_te offsite t 285 298
posal Incineration (without energy recovery) t 0 0
ESRSE5-537(91 | A phreakdown of this total 0”5'.te : X y
E§E§ Egg g; 8 ::I by the following disposal off5|F§ ! 0 0
" | operations Landfilling t 0 0
onsite t 0 0
offsite t 0 0
Other disposal operations t 0 0
onsite t 0 0
offsite t 0 0




Material topic

Ecological and
climate impact

Indicator Data 2022 Data 2023
Diesel litres 17 809 12 153
Gasoline/Petrol litres 2 847 2100
Fuel consumption (non- Natural gas Mwh 12 394 16 338
renewable) by type:
ESRS E1-5 37 Coal tonnes 0 0
302-1 Energy ESRS E1-5 38 (a)
consumption ESRS E1-5 38 (b) Fuel type (other) kwh 2
within the ESRS E1-5 38 (¢) Total energy consumption kwh 9173 701 10 530 681
organization ESRS E1-5 38 (d) — -
ESRS E1-5 38 € Electricity consumption kwh 9173 701 10 530 681
) Heating consumption kwh 0 0
Energy consumption by type: X -
Cooling consumption kwh 0 0
Steam consumption kwh 0 0
GRI 302-3 Energy i . ' . . . . kwh/ | ‘
intensity ESRS E1-5 40 Energy intensity ratio Energy consumption/km2 operational site k2 #REF! #REF!
GRI 305-1 Direct
(Scope 1) GHG Eggg :2 jg (@) Gross direct (Scope 1) GHG emissions t C02e 2 557 3338
emissions
GRI 305-2 Energy | ESRS E1-6 44 Gross location-based energy indirect (Scope 2) GHG emissions t C02e 3747 4 407
indirect (Scope 2) | ESRS E1-6 49 (a) o o
GHG emissions ESRS E1-6 49 (b) Gross market-based energy indirect (Scope 2) GHG emissions t C02e 3707 4743
GRI 305-3 Other ESRS E1-6 44
indirect (Scope 3) ESRS E1-6 51 Gross other indirect (Scope 3) GHG emissions t C02e 140 507 260 975
GHG emissions
. . t C02e/
total GHG emissions (location-based)/annual 000 0,87 136
) revenue BGN
ORI 305-4 GHG ESRS E1-6 53 Emissions intensity ratio
emissions intensity o ) kg €02/
total GHG emissions (location-based) / K
. g pro- 4,14 5,78
production volume duced




Material topic

Indicator

male

Data 2022

female

total

Data 2023

male female total

ESRS 2 SBM-1 40 (a) iii. | Employees (total) number 124 24 148 151 28 179
Mandatory ESRS 51-6 50 (a) Permanent employees number 124 24 148 151 28 179
disclosures GRI 2-7 Employees ESRS 51-6 50 (b) i Temporary employees number 0 0 0 0
according to ploy ESRS S1-6 50 (b) ii. porary employ
GRI 2 ESRS $1-6 52 (a) Part-time employees number 0 0 0 0
ESRS $1-6 52 (b) Full-time employees number 124 24 148 151 28 179
m::llgiltl:g GRI 2-8 Workers who are not Number of workers who are not
L ESRS $1-7 55 (a) employees and whose work is controlled | number 10 0 10 10 0 10
according to employees by the oraanization
GRI 2 y the org
Number of new employees number 71 10 81 71 10 81
Hiring rate % 52,20% | 7,35% | 59,55% | 52,20% 7,35% | 59,55%
New employees < 30 years number 36 2 38 36 2 38
New employees >= 30 < 50 years number 25 7 32 25 7 32
Disclosure 401-1 New employees >= 50 years number 10 1 11 10 1 11
New employee hires and em- ESRS $1-6 50 (c) —
ployee turnover Employees who left the organisation number 49 7 56 49 7 56
Employee turnover % 36,03 518 | 41,18% 36,03 518 | 41,18%
Employees who left < 30 years number 19 3 22 19 3 22
Employees who left >= 30 < 50 years number 23 1 24 23 1 24
Employees who left >= 50 years number 7 3 10 7 3 10
i Disclosure 404-3
Human capital Percentage of employees Percentage of employees who receive a
receiving reqular per%/ormance ESRS $1-13 83 (a) regular performance and career develop- % 83,78% | 16,22% | 100,00% | 83,78% | 16,22% | 100,00%
and career development ment review
reviews
Board members/executives < 30 years number 1 0 1 1 0 1
Board members/executive >= 30 < 50 years | number 1 1 2 1 1 2
) Board members/executive >= 50 years number 1 0 1 1 0 1
Disclosure 405-1 ESRS 51 51-6 50 (2) i T oosit
U . ESRS 51-9 66 (a) Employees on managerial positions < 30 qumber 0 0 0 0 0 0
g:]\éleres;ylglzgggzernance bodies ESRS 51-9 66 (b) years
ESRS $1-12 79 Employees on managerial positions >= 30 number A ] 5 4 ] 5
< 50 years
52;220yees on managerial positions >= 50 number 5 0 2 ) 0 )




Material topic

Production quality
& safety

GRI 403-8 Workers
covered by an
occupational

ESRS S151-14 88

Indicator

Workers (employees+contractors) covered by an occupational health and

Data 2022

Data 2023

0, 0, 0,
health and safety | (3) safety management system o 100% 100%
management
system
Number of fatalities as a result of work-related injury | number 0 0
Rate of fatalities as a result of work-related injury rate _ _
Numbef of hlgh.-gonsequence work-related injuries number 0 0
(excluding fatalities)
Rate of high-consequence work-related injuries rate
For all employees: | (excluding fatalities) = =
Number of recordable work-related injuries number 0 1
Rate of recordable work-related injuries rate 0 1
Main types of work-related injury text -~ serious
GRI 403-9 Work- ESRS S1-14 88 (b) Number of hours worked number 218024
related injuries ESRS $1-14 88 (¢) Number of fatalities as a result of work-related injury | number 0 0
Rate of fatalities as a result of work-related injury rate B B
Number of high-consequence work-related injuries number 0 0
For all workers who | (ayclyding fatalities)
are not employees : —
but whose work Rate of high-consequence work-related injuries (ate
and/or Workplace (eXCIUding fatalities) - -
is controlled by the | Number of recordable work-related injuries number 0 0
organization: T
Rate of recordable work-related injuries rate _ B
Main types of work-related injury text _ _
Number of hours worked number 19840,00




Material topic GRI ESRS Indicator Unit Data 2022 Data 2023
How these hazards have been determined text Lol faII.lng due o sllp_plng. Tl_wrough an
occupational accident in previous years
Lgia‘:vdosrl&r;tlatg;je Which of these hazards have caused or contributed T:r% w:snzg)t?see% T;Ze_
GRI 403-9 Work- ESRS S1-14 88 (b) 3 risk of hi hP to high-consequence injuries during the reporting text none | ' inational accident
related injuries ESRS S1-14 88 (¢) gn- period patio
consequence injury, during the year.
Production quality including: Actions taken or underway to eliminate these Briefings. Installation of abrasive tapes on all
& safety hazards and minimize risks using the hierarchy of text metal stairs in production areas to prevent
controls slipping.
GRI 416-2 Incidents Incider!ts of non-compliance with regulations congerning the health and number 0 0
of non-compliance safety impacts of products and services and resulting in a fine or penalty
ﬁ%gfﬁ:na'g ngeety ESRS S4 S4-4 35 Incidents of non-compliance with regulations concerning the health and number 0 0
impacts of products safety impacts of products and services and resulting in a warning
and services Incidents of non-compliance with voluntary codes number 0 0
o o of Percentage of products and servi hased from local (Bulgarian)
Proportion o i ercentage of products and services purchased from local (Bulgarian
spending on local suppliers % 11,00% 9,00%
suppliers
. GRI304-1 Number of operational sites in, or adjacent to, protected areas and number ] ]
Traceability and | Operational sites areas of high biodiversity value outside protected areas
transparency in owned, leased,
the supply chain | Managed in,
or adjacent to, ESRS E4-5 35
protected areas ) ) )
and areas of high Size of operational site km2 134 441 134 441

biodiversity value
outside protected
areas




development

- Development of new products and markets

- Expansion of manufacturing capacities

- Continuous research and implementation of up-
dates and technological improvements

ESG | Topic Subtopics Topic definition

G Traceability - Product traceability The traceability of the supply chain refers to the movement and transformation of the primary raw material (cocoa beans
and - Supplier traceability and cocoa-related products) from suppliers and cocoa farms to the final product (such as chocolate bars). Traceability is
transparency | - Environmental sustainability crucial for identifying the source of cocoa beans, verifying their quality, and ensuring compliance with ethical and envi-
in the supply | - Biodiversity and deforestation ronmental production standards, as well as applicable regulatory requirements. Open sharing of information about the
chain - Ethical sourcing different stages of the cocoa supply chain with stakeholders, including customers, requlators, and partners.

- Compliance with regulatory requirements Activities of companies and their supply chains, especially in the agricultural sector, can lead to changes in land use,
including deforestation, loss of biodiversity, and soil degradation. Cocoa companies can play a significant role in mitigat-
ing these impacts by implementing various strategies and sustainable practices. This may involve sourcing cocoa from
regions with strict environmental requlations and low deforestation rates and promoting and supporting agroforestry
practices that integrate cocoa cultivation with the cultivation of other crops.

G Business - Management structure Principles and values that guide actions within the company. The scope of the topic includes making business decisions
ethics - Effectiveness of governing bodies that are fair, transparent, ethical, and beneficial to all stakeholders, as well as risk management. Compliance with all

- Policies and guidelines regulatory mechanisms, including combating corruption, bribery, and full transparency. The topic encompasses good

- Risk management and responsible management, ensuring rule-based decisions and clear checks, as well as setting goals and actions that

- Stakeholder relations align with the social, requlatory, and market environment. This also includes adhering to certain values and principles to

- Business relationships and partnerships ensure consistent, respectful, and honest actions.

- Conflict of interest

- Code of Business Conduct (behavior based on fair

competition )
- Complaint mechanisms
G Governance | - Compliance with laws and regulations The company operates in accordance with legal and regulatory requirements. This includes all laws and requlations at the
and - Anti-corruption local, national, and international levels (public and private law).
compliance - Privacy and data protection Full transparency and anti-corruption efforts (corruption encompasses operations such as bribery, expedited payments,
fraud, extortion, secret agreements, and money laundering).
The topic also includes data protection and privacy rights of employees, clients, and third parties, e.g., data collection in a
lawful and fair manner, protection of personal data through appropriate information security measures, responsible data
collection, considering new technologies and cybersecurity.
G Business - New business opportunities and partnerships Expansion of manufacturing capabilities and trading activities. Identifying new sales opportunities, developing new mar-

kets and products. Pursuing continuous improvements in internal processes and management. Tracking best practices,
current laws and requlations in the industry, new trends, potential technological enhancements. Implementing modern
solutions and optimizations.




Production
quality &
safety

- Sourcing high-quality raw materials

- Production control and quality procedures
- Storage and shipment of the final product
- Packaging of the product

The topic encompasses compliance with product quality requirements as per customer specifications, exceeding legal
standards, and adopting the most effective practices, establishing and adhering to quality management processes. It
includes quality and safety in raw material sourcing, including clarity on the origin and nutritional content of products.
Ensuring control at every stage of the production process - from sourcing, processing of raw materials, storage, and dis-
patch of the final product. Implementation of procedures and practices to ensure quality and safety of end products.

- Labor conditions

- Health and safety in the workplace

- Equal opportunities

- Diversity and inclusion

- Employee well-being

- Continuous learning and development of employees
- Corporate culture

Human
capital

Labor conditions refer to the work environment and various aspects of the employment relationship with employees,
including working hours, remuneration, and social security. Workplace safety encompasses protection from situations and
factors that pose health risks. Prioritizing employee health and implementing preventive measures to reduce the risks of
injury are paramount.

To enable all individuals to thrive and participate in society to the best of their ability, fostering a prejudice-free envi-
ronment is crucial. This includes providing equal opportunities and treatment regardless of gender, nationality, religion,
ethnic origin, age, ideology, disability, sexual orientation, or identity. Inclusion, equality, open dialogue culture, and equal
opportunities promote diversity among employees. Employee well-being involves maintaining and improving the levels of
physical and mental health, happiness, and job satisfaction.

The topic also covers investments in employee training to enhance their skills and opportunities for career development.

Local
community
engagement

- Transparent communication of company activities
- Communication of future improvement plans

- Facilitating dialogue

- Relationship management

- 0dor management

Providing information and communication regarding the company's activities and development plans that may affect
local communities. Forums for discussion and gathering opinions or concerns. Engaging with locals on issues related to
the company's production activities. Managing odors resulting from the production process and minimizing their impact
on local communities.

- Direct impacts from the company's operational
activities

- Greenhouse gas emissions

- Climate change

- Energy use, incl. renewable energy

- Energy efficiency

- Renewable energy

Management of risks associated with the company's environmental impact at the site of its production activities. Man-
agement of the impacts, risks, and opportunities associated with transitioning to a low-carbon strategy and economy.
Management of energy efficiency and the company's dependence on various types of energy. Providing access to alter-
native energy sources. Tracking and managing greenhouse gas emissions, setting targets and measures to reduce them.
Use of sustainable materials and practices that reduce emissions during use. Transportation and logistics.

- Traceability of materials

- Sustainable packaging

- Reduction of waste in production

- Waste management, proper treatment

- Resource utilization and circular economy

Ensuring traceability and accounting for the materials used in production and product packaging. Utilizing recyclable pack-
aging or those with recycled content. Implementing practices for managing production waste, including reduction, proper
treatment, and/or valorization, enabling recycling of waste or incorporation into new raw materials. Applying circular
economy principles to all utilized resources and generated waste, promoting reuse and recycling.

- Water supply and water consumption
- Water shortage

- Groundwater level

- Waste water treatment

- Waste water discharge

- Water pollution

Availability and good quality of water.

Water resource management during each stage of the water cycle.
Clarity on types of water sources.

Water consumption in the office and production, its use and reuse.
Monitoring systems for water use and reduction of water losses.
Waste water discharge management

Reducing water consumption and monitoring wastewater.
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