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Considering the product quality and
effect thereof on human health, as well as
its ecological footprint, well-being of laying
poultry, and well-being and motivation
of employees, we have been moving step
by step in the direction of sustainability. It
is the 21st century. And there is no place
for companies, the sole purpose of which
is profit, in this age. This is the third year
where we have summarised the important
non-financial parameters with the purpose
of understanding and demonstrating what
we find important ourselves and the ways of

proving it to wider society by doing our work.

We have summarised the most important
achievements in the area of well-being of
chicken, the environment and the promotion
of employee well-being.

This is the first time that we have
used the environmental, social and
governance guidelines (ESG) developed
by Nasdaq, which will help in comparing
our performance in environmental, social
liability and good management issues with
other manufacturers elsewhere, as well as
to review our achievements of 2022 and
to evaluate, hopefully, our progress after
several years as well.

It is difficult to work
sustainably. It is difficult to seek
solutions. It is even more difficult
to make mistakes and keep
searching for solutions. But not
doing it would be impossible.
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CHICKEN
WELFARE

Balticovo started its movement towards the
better life of laying hens as early as in 2020
- the company committed to gradually give
up keeping birds in cages by 2026. The cages
will be replaced with barns and free range
conditions. The consumer may learn about the
conditions of keeping of hens by the labelling
on the package and/or on the egg:

3- eggs that have been laid in cages

2~ eggs that have been laid in a barn

@- eggs that have been laid in
free-range conditions

©- eggs of organically-reared hens

Currently, Balticovo has 3,100,000 cage-
reared birds (3), 778,000 hens reared in barns
(2) and 40,000 free-range reared birds (1).
Biologically-grown eggs are not obtained at
the holdings of Balticovo - they are purchased

2018 2019

2020

from long-term co-operation partners —
farmers of Latvia.

Sales data for the period from 2018
to 2022 regarding eggs laid in different
conditions clearly demonstrates that, although
the proportion of cage-laid eggs is still
considerable (83%), it continues to decline.

A relative slowdown was observed in 2022 -
it can be explained by inflation and a reduction
in the purchasing capacity of the population,
which results in the buyer searching for
cheaper products.

() Cage-laid eggs
@ Cage-free laid eggs

2021 2022

When planning the construction of new infrastructure, no construction of new cages is
permitted. There will be no new cages for laying hens.

Meeting the demand for ethically produced products
and animal welfare were the main reasons why we felt
it was important to take this big step. There are no such
goals among the UN Sustainable Development Goals.
However, while implementing this plan, we will, at the
same time, move towards:

2.4. Protection of food businesses against a variety
of complications, such as infectious diseases

ZERO
HUNGER
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W
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For several years Balticovo has been looking for
opportunities to generate our own electricity from renewable
resources.

The design of the solar panel park of Balticovo was
completed in 2022. Construction of the park will commence
in 2023. It is planned that solar panels will generate all
the electricity required during the year. The generation of
electricity by solar panels is specifically suitable for chicken
farming. The electricity consumption is specifically higher
in summers, when the barns require additional ventilation.
And this is the season, when solar panels generate the
most electricity. The purchase of solar panels also includes
payment for participation in the responsible use system
of the manufacturer, which guarantees appropriate
management of solar panels after they have ceased
operating.

The electricity generated by the solar panels will help in
reducing the CO2 footprint of Balticovo. Undeniably, reduced
dependence on fluctuations in energy resources and
electricity prices is also an advantage.

ENVIRONMENTAL IMPACT (E) - NASDAQ ESG REPORTING GUIDE 2.0 PARAMETERS

GHG emissions and CO2 intensity
These parameters under different conditions of egg laying
were calculated for the first time in 2022
One kilogram of cage-laid eggs (3) generates
emissions in the amount of 3.06 CO, equivalent.
One kilogram of barn-laid eggs (2) generates
emissions in the amount of 3.25 CO, equivalent.
One kilogram of free range-laid eggs generates
emissions in the amount of 3.85 CO, equivalent.
These emissions (Scope 1, Scope 2, Scope 3) have been
calculated taking into consideration the full life cycle -
chicken feed production, chicken farming, egg sorting and
preparation, as well as packaging, transportation with the
use of vehicles that ensure a low temperature.

Power consumption
The total amount of electricity consumed for the needs of
production and maintenance of premises at all factories,
branches and processing facilities of Balticovo amounts to
12,200 MWh, and a total of 11,415 MWh of natural gas was
used for heating in all territories of Balticovo in 2022. These
two positions account for the highest energy consumption,
while fuel required for transport constitutes a comparatively
smaller amount.

Gas
11, 415 MWh
Fuel
608 MWh
Electricity

12, 200 MWh

Since electricity amounts to half of all energy consumption,
in order to reduce operational costs, as well as CO,
emissions, Balticovo plans on commencing the construction
of solar panels for the needs of the factory in 2023.

Intensity of Energy Consumption
In 2022, 4.04 kilowatt hours were consumed for each euro
earned by the company.

Principal Sources of Energy
100% of fuel used for transportation needs is diesel fuel.
100% of electricity is received from the grid, but, at the
same time, chicken manure is used for the production of
biogas, which is eventually used to generate electricity
that is transmitted to the grid. Approximately 3 times more
electricity is transmitted to the grid than the amount of
electricity consumed.100% of thermal energy is generated
locally from natural gas.

Water consumption
Balticovo obtains water from the borehole and prepares
it for production needs. Then the water is purified with the
use of modern water purification devices to ensure that it
is returned to the environment completely clean. The total
amount of water consumed in 2022 amounted to 295,788
m3. Balticovo and associated companies have only obtained
one third of the calculated permissible maximum amount
from the borehole - the water is consumed sustainably and
there is no reason to worry about future water reserves.

Environmental Policy and Management.
Environmental management is implemented in accordance
with the conditions of the category A polluting activity
permit. The determined limitations are not exceeded, as
well as targeted work on the reduction of emissions and
economy of energy resources is being implemented.

Analysis and Monitoring of Climate Risks
Climate risks have been researched in relation to individual
issues. For instance, emissions from an eggshell dump field
or former manure field. The category A polluting activity
permit summarises climate related data and research.
Emissions of incinerating devices are being measured and
monitored.

Investments in Climate Change Reduction/

Adaptation Mechanisms

The installation of solar panels for the production of
electricity is scheduled in 2023. The approximate power -
2.3 MW, investment - EUR 1.9 million. Construction of the
biomethane processing plant is also scheduled for this year.
This plant will use biogas to produce purified biomethane,
by separating CO2 from biogas, which will be sold in
liquefied form). Planned investment — EUR 6 million.

EUR 2 million has been invested in the development of
wastewater purification devices over recent years and EUR
10 million was invested in the Egg Energy poultry manure
processing plant.

Environmental initiatives of Balticovo help us move
closer to achieving the following UN Sustainable
Development Goals:

7.1. To ensure general access to reliable, sustainable
and modern energy resources for an accessible price
7.2. To significantly increase the proportion of
renewable energy within the general structure of
energy resources
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In 2022, Balticovo pulse - the involvement and
satisfaction of Balticovo employees of different
structural units of the company with their work in
general was measured for the third time. This time
60% of employees participated in the study, which
is less than the number of employees participating
in previous years. Like in previous years, overall
satisfaction has remained high - 74%. The image
of the employer, work environment, work content
and labour safety received the highest evaluation,
while motivation received the lowest evaluation of
employees.

Last year, the company started implementing
the efficiency implementation project according to
the LEAN method. This means that certified industry
professionals evaluate our work and help identify
elements that need to be redesigned to make work
simpler, faster, safer, and more cost-effective.

2022

Balticovo pulse - the involvement and satisfaction
of Balticovo employees of different structural units
of the company with their work in general was
measured for the third time

Currently, 5 of the scheduled LEAN system
methods have been implemented and are being
maintained:

1. Asaichi sapulces - regular meetings that
help create the active circulation of information,
by analysing the causes of the problems and
eliminating them.

2. Kaizen ideas - ideas of employees that not
only help improve their own work processes, but
also the processes of other employees, as well as
promote efficiency in general. The employees are
especially motivated to share their ideas, because
additional bonuses are granted to the initiators of
changes.

3. 55 procedure - maximum efficiency is
implemented, while maintaining workstations to
ensure that nothing unnecessary is present. This has
served to make the performance of daily operations
of technical workers, as well as other employees,
simpler.

4. SMED - this method has helped to make the
process of changing packaging more effective at the
egg sorting workshops.

5. Standardisation - the work process is
standardised and the movement of each employee
is targeted and substantiated - it promotes
efficiency and simplifies the daily lives of employees.

These initiatives have helped us move closer to
achieving the following UN Sustainable Development
Goals:

3.4. Promoting good mental health and well-being
8.5. A positive work environment

GOOD HEALTH
AND WELL-BEING

DECENT WORK AND
ECONOMIC GROWTH

d K
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SOCIAL RESPONSIBILITY (S) - NASDAQ ESG REPORTING GUIDE 2.0 PARAMETERS

Manager remuneration parameter: salary of
the Chairman of the Board compared to
the average salary at the company

The comparison of average salaries at the company in 2022
demonstrates that the ratio of the Chairman of the Board
salary/average salary is 1/0.2.

Average female salary to

average male salary
The average ratio of female to male salary is 0.8/1.0.
Including:

Team of directors: 1/0.96

Managers of the structural units: 1/0.75

Leading specialists: 1/1

Other personnel: 1/0.7

Labour Turnover

97 employees have left the company in 2022, the average
number of employees in 2022 was 317. Considering these
figures, the turnover is approximately 30%.

However, the turnover parameter of 19%, which is obtained
by deducting part time employees and seasonal employees
that are employed during the period of grain acceptance, is
more precise.

Gender Diversity

An average of 61% men and 39% women were employed by
the company in 2022. Including:
Management team (boards and directors):
66% men, 34% women
Heads of structural units and leading specialists:
65% men, 35% women
Other personnel:
60% men, 40% women

Temporary Employees

3 temporary employees were employed by
the company in 2022.

Non-discrimination Principle

The Code of Ethics of the company, which is freely

accessible to all stakeholders (https://www.balticovo.lv/Iv/
etikas-kodekss), provides that none of the employees are
discriminated by race, ethnic affiliation, religious beliefs, age,
sex, sexual orientation, political beliefs, family status, level of
income and disability, if such is present.

Traumatisation at the Workplace

In 2022, during 567,900 hours of work at Balticovo,

6 accidents occurred. 5 of them were minor, while 1 was
severe. Balticovo analyses the causes of each accident and
prevents further accidents - no accidents have occurred at
the same location.

Health Policy

In compliance with the Labour Law of the Republic of Latvia,
at Balticovo:

1. An employee is only hired after completing the mandatory
health check, which confirms that we may employ the
respective employee, given the occupational risks present at
the particular position and if their health condition permits
such;

2. After the 3 month probation period, the employee
receives a health insurance policy;

3. In future, the health condition of the employee is
monitored in accordance with the position and risks
associated with such, and repeated mandatory health
checks of the employee are performed at the company;

4. The employee is briefed on safe work performance and
their work duties, and the briefings are repeated once semi-
annually;

5. The employee receives training on the issue of observing
hygiene requirements at the workplace by ensuring the
conditions that are defined by our safe food product policy.

Employment of Children and Forced Labour

Children are not employed at the company. All employees
work at their own initiative, no forced labour exists at
Balticovo. No summer employment of children is practised
at the company either - due to the specific nature of
production, it is not possible to ensure a safe labour
environment for pupils.

Human Rights Policy

Balticovo complies with the requirements of the Labour Law
of the Republic of Latvia. The non-discrimination policy has
been described in the Code of Ethics.

The employees may anonymously transfer information on
their observations by using employee post boxes, as well as
by forwarding anonymous SMS messages to a telephone
number specifically introduced for such purposes.
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GOOD MANAGEMENT (G) - NASDAQ ESG REPORTING GUIDE 2.0 PARAMETERS

Composition of the Board and Diversity

Currently, there are 3 men in the
Management Board of the company: Chairman
of the Board Vladimirs Mhitarjans, Board
Member Toms Auskdps and Board Member
Karlis Valdens.

The team of directors consists of 4 women and 6 men:

Ovsanna Mikhailovkaja
Director of Maintenance and
Supply Department for Poultry Farming

Jalija Galkina
Financial Director

Aurika Ratkevic¢a
Procurement
Director

Liga Lazdane
Human Resources Director

Sergejs Plotnikovs
Operational Director

Ivars Benislavskis
Director of Food
Production Division

Vjaceslavs Kocetkovs
Commercial Director

Alvis Vitols

Director of Quality Assurance
and Laboratory

Alexei Smirnov
Director of
Technical Service Division

Toms Auskaps
Director of Communications
and Development

Independence of the Council
The council of the company consists of the Chairman of the
Council Valdis Grimze and Deputy Chairman of the Council
Mhitars Mhitarjans. Although the council regularly contacts
the board and follows the decisions of the board, these two
structures are operating independently.

Association of Management Remuneration

with Non-financial Objectives
No such system has been introduced currently.

Collective Labour Agreement and Trade Union
The employees of the company do not have a collective
labour agreement or a trade union; however, Balticovo does
not limit the intention of employees to participate in unions
they are interested in and employee organisations.
Balticovo organises general meetings of employees
twice per year, as well as post boxes and an anonymous
telephone number for SMS messages are in operation to
ensure that employees can forward their questions to the
management in a simple and safe manner.

Assessment of the Suppliers
Currently, Balticovo complies with the category A or BRC
international quality system. To achieve this, not only do
specific requirements at our own company need to be
complied with, but auditing of suppliers must be performed
at different levels.

Ethics and the Prevention of Corruption
The Code of Ethics of Balticovo describes the basic principles
of ethical operations, as well as preferred actions in the
cases where the suspicion of a conflict of interest or
corruption arises.

Privacy Policy
A data processing policy has been developed at Balticovo,
which complies with the provisions of the General Data
Protection Regulation. When transferring personal data to
Balticovo, the respective individuals are informed of how this
data will be processed and/or stored.

ESG/ Sustainability Report
The first sustainability report of Balticovo was published
in 2019. Since then, the company has been drafting and
publishing such a report every year.

Association of Non-financial Parameters
with Global Guidelines

Since 2019, the achievements in the area of sustainability
are associated with the objectives of UN SDG. Starting with
the report of 2022, Nasdaq guideline ESG Reporting guide

2.0 is also being used.

External Confirmation of Information
The information provided in the report has not been
checked by an external auditor; however, it has been
checked by an independent sustainability consultant. The
calculation of CO, emissions has been performed in
co-operation with Bureau Veritas Latvia. Balticovo assumes
full liability for the correctness of this information.



