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AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

INFORMATION ABOUT THE GROUP

Legal Status of the Parent Company

Joint stock Company

Registration number of the Parent Company

No 40003844254

Registration place and date

Riga, 28 July 2006

Parent Company's legal address

Zeltinu Street 131, Marupe, Marupe district, LV-2167, Latvia

Shareholders (above 5 %)

Uldis Iltners — owns 23.92% of shares

Lote Tisenkopfa - lithere — owns 23.76% of shares
Oy Transmeri Group Ab - owns 22.93% of shares
Liene Drazniece - owns 6.79% of shares

Zane Tamane — owns 6.35% of shares

Type of operations and NACE code

Manufacture of perfumes and cosmetic preparations 20.42
Wholesale of perfume and cosmetics 46.45

Retail sale of cosmetic and related articles in specialized stores 47.75
Retail sale via mail order houses or via Internet 47.91

Board of the Parent Company

Lote Tisenkopfa - litnere - Chairman of the Board
Uldis lltners - Member of the Board
Tatjana Nagle — Member of the Board

Council of the Parent Company

Anna Ramata Stunda - Chairman of the Council
Liene Drazniece — Deputy Chairman of the Council
Anna Andersone - Member of the Council

Edgars Pétersons — Member of the Council

Sari Hannele Rosin — Member of the Council

Reporting period

From 11.2022 to 31.12.2022

Previous reporting period

From 1.1.2021 to 31.12.2021

Subsidiaries of the Group

Madara Retail SIA, reg. No 40103212103 - 100%

Cosmetics Nord SIA, reg. No 40103277805 - 100%

Nord Beauty SIA, reg. No 40203354922 - 100% owns Cosmetics Nord SIA
Madara Cosmetics GmbH, reg. No HRB 177689 — 100%

MADARA Cosmetics Inc. (since 2023), reg No 37-2087771-100%

Independent auditor
and its address

Deloitte Audits Latvia SIA

Reg. No 40003606960

License No 43

Republikas laukums 2A, Riga, LV-1010, Latvia

Certified Auditor

Inguna Stasa
LR Certified Auditor
Certificate No 145

AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

STATEMENT OF MANAGEMENT
RESPONSIBILITIES

The Board of MADARA Cosmetics AS (hereinafter—“Parent Company” or “Company”) is responsible for the preparation of
the seperate and consolidated financial statements of the Parent Company and its subsidiaries (hereinafter - the Group).

The seperate and consolidated financial statements are prepared in accordance with the accounting records and source
documents and present fairly the financial position of the Parent Company and the Group as of 31 December 2022 and
the results of its operations and cash flows for the year 2022.

Separate and the consolidated financial statements have been prepared in accordance with the law “On the Annual
Reports and Consolidated Annual Reports”. Appropriate accounting policies have been used and applied consistently,
reasonable and prudent judgements and estimates have been made by the Board in the preparation of these
financial statements.

The Board of the Parent Company is also responsible for maintaining proper accounting records, for taking reasonable steps
to safeguard the assets of the Parent Company and the Group, and to prevent and detect fraud and other irregularities.
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Lote Tisenkopfa - lltnere Tatjana Nagle Uldis lltners
Chairman of the Board Member of the Board Member of the Board

24 May 2023
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AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

INCOME STATEMENT

Revenue 18 696 482 19 368 885 17 895 610 18 914 072
Cost of goods sold 3 (6 587 382) (6 310 185) (6 497 344) (6 303 950)
Gross profit 12109 100 13 058 700 11398 266 12 610 122
Selling expenses 4 (8 543 425) (7 717 049) (7 835010) (7 464 026)
Administration expenses 5 (1964 384) (1520 902) (1870 427) (1316 949)
Other operating income 6 200 370 381738 201148 301598
Other operating expenses 7 (217 341) (176 057) (201 810) (299 201)
Interest and similarincome 8 577 1014 577 1014
Interest and similar expenses 9 (30 459) (13 269) (29662) (11 020)
profit before corporate 1554 438 4014 175 1663 082 3821538
income tax

%?iﬁzrrﬂ;;?tﬁgg‘;et;x 10 (433 612) (345 484) (433533) (345 484)
ﬁg':]gf::; corporate 1120 826 3 668 691 1229 549 3476 054
Profit for the year 1120 826 3668 691 1229549 3476 054

The accompanying notes on pages 13 to 30 are an integral part of these financial statements.




AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT

Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

BALANCE SHEET

Non-current assets

Intangible assets

AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

BALANCE SHEET

Equity
Share capital 21 377 391 377 058 377 391 377 058
Share premium 4023454 4 023 454 4023454 4 023 454
Retained earnings:
a) retained earnings in prior years 8304 031 6 520 961 8 169 492 6 579 059
b) profit for the year 1120 826 3668 691 1229549 3476 054
Total equity 13825702 14 590 164 13799 886 14 455 625
Liabilities
Non-curent liabilities
Other liabilities - 346 - 346
Deferred revenue 29 130 518 - 130 518 -
Total non-current liabilities 130 518 346 130 518 346
Current liabilities
Advances from customers 93592 74 618 31712 25 460
Trade payables 1082 166 942 769 1024 715 908 193
Debts to affiliated parties - - 72 153 11 805
Lag‘jfaf]’gg 2;2‘:3{1‘1%;2“6 social 22 352 949 302 627 326 531 290 350
Other liabilities 23 247744 256 322 211550 230 129
Deferred revenue 29 3922 15 428 3648 15 428
Accrued liabilities 24 518 228 526 227 476 644 513 914
Total current liabilities 229 601 2117 991 2146 953 1995 279
Total liabilities 2429119 2118 337 2277 471 1995625
Total equity and liabilities 16 254 821 16 708 501 16 077 357 16 451 250

Development costs - 32 157 - 32 157
gggg;sas:ﬁ:; %a;?nQitIZr”r?gerr:tsseS’ 1188 664 994 507 981663 993 719
Otherintangible assets 27 646 - 27 646 -
Prepayments for intangible assets 16 369 86 827 16 369 8 599
Total intangible assets 11 1232 679 1113 491 1025678 1034 475
Property, plant and equipment
Land 468 722 468 722 468 722 468 722
Leasehold improvements 312 688 306 991 298109 281479
Technological equipment and machinery 1450 499 1479 495 1338 215 1479 495
Other fixed assets and equipment 388 621 418 442 371839 405 398
Assets under construction 273 670 213 637 273 670 77 460
:;ij‘glrﬂsmzrf]‘t’r property, plant 233 200 19 064 233200 19 064
Total property, plant and equipement 12 3127 400 2906 351 2983 755 2731618
Non-current financial investments
Investments in subsidiaries 13 - - 18 156 18 156
Other non-current receivables 14 82 736 82 124 40 000 40 000
Other securities and investments 826 826 826 826
Total non-current financial investments 83562 82950 58982 58 982
Total non-current assets 4 443 641 4102 792 4 068 415 3825075
Current assets
Inventories
Sgr‘?’smg:g'ss materials and 15 2642042 2507205 2641152 2503585
Finished goods and goods for sale 16 1221757 1531759 1100 693 1487 705
Prepayments for inventories 376 133 289 856 376 133 289 856
Total inventories 4 239932 4328 820 4 117 978 4 281146
Receivables
Trade receivables 17 1385 528 1459 592 1238880 1221492
Trade receivables from affiliated parties 18 - - 1351723 1012 380
Loans to affiliated parties 19 155 219 176 437 139078 128 367
Other receivables 24 421 12 976 23991 12 684
Accrued revenue 55 196 27 819 44999 21 071
Deferred expenses 1620 364 1676 824 2798 671 2395994
Cash 20 5950 884 6 600 065 5092 293 5949035
Total current assets 11 811 180 12 605 709 12008942 12 626 175
Total assets 16 254 821 16 708 501 16 077 357 16 451 250

The accompanying notes on pages 13 to 30 are an integral part of these financial statements.

The accompanying notes on pages 13 to 30 are an integral part of these financial statements.

10


















AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

(11) INTANGIBLE ASSETS

Cost as of 31.12.2021. 1512 575 86 827 1695 873
Additions - 681081 681081

Adjustments - 7448 7448
Transfers - 727 761 (758 987) -
Disposals (96 471) (647 348) - (743 819)
Cost as of 31.12.2022. - 1592 988 1640583

Accumulated amortisation
as of 31.12.2021.

Amortisation charged 32157 533604 569 341
Disposals (96 471) (647 348) (743 819)

64 314 518 068 582 382

Accumulated amortisation

as of 3112.2022. 404 324 407 904

e

Net carrying amounts 994 507 1113 491

as of 3112.2021. |
Net carrying amounts ' r ;
as of 3112.2022. 1188664 1232 679 | B

Cost as of 31.12.2021. 1511525 8599 1616 595
Additions - 530609 530 609
Transfers - 491 613 (522 839) -
Disposals (96 471) (647 348) - (743 819)

Cost as of 31.12.2022. - 1355790 1403385

Accumulated amortisation
as of 31.12.2021.

Amortisation charged 32157 503 669 539 406
Disposals (96 471) (647 348) (743 819)

64 314 517 806 582120

Accumulated amortisation

as of 3112.2022. 374 127 377 707

Net carrying amounts

as of 31.12.2021. 993 719 1034 475

Net carrying amounts

as of 31.12.2022. 981663 1025678




AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

(12 ) PROPERTY, PLANT AND EQUIPMENT

Cost as of 31.12.2021. 468722 784829 3656 815 959 908 213 637 19064 6102975
Additions - - - - 270582 555 561 826 143
Disposals - - - (95 867) - - (95 867)
Adjustments - - - - (4 913) - (4 913)
Transfers - 98 319 240 575 208 167 (205 636) (341 425) -

Cost as of 31.12.2022. 468722 883148 3897390 1072208 273670 233200 6828338

Accumulated amortisation

as of 3112.2021. - 477838 2177 320 541 466 - - 3196624
Depreciation charged - 92 622 269 571 193 982 - - 556 175
Disposals - - - (51 861) - - (51 861)

Accumulated amortisation

as of 3112.2022. - 570 460 2446 891 683 587 - - 3700938

Net carrying amounts 468722 306991 1479495 418442 213637 19064 2906 351

as of 31.12.2021.

Net carrying amounts 468722 312688 1450499 388621 273670 233200 3127400

as of 31.12.2022.

Cost as of 3112.2021. 468722 658752 3656815 913 956 77 460 19064 5794769
Additions - - - - 252112 555561 807673
Disposals - - - (95 867) - - (95 867)
Transfers - 93 659 112 292 191376  (55902)  (341425) -

Cost as of 3112.2022. 468722 752 411 3769107 1009465 273670 233200 6506 575

Accumulated amortisation

s of 31192001 - 377273 2177320 508558 - - 3063 151
Depreciation charged - 77029 253572 180 929 - . 511 530
Disposals - - - (51 861) - - (51 861)

Accumulated amortisation

s of 31129099 - 454302 2430892 637626 - - 3522820

Net carrying amounts 468722 281479 1479495 405398 77460 19064 2731618

as of 31.12.2021.

Net carrying amounts 468722 298109 1338215 371839 273670 233200 2983755

as of 31.12.2022.
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AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

(13 ) INVESTMENTS IN SUBSIDIARIES

Acquisition value 18 156 18 156
Investments in subsidiaries: 18 156 18 156
MADARA Retail SIA 100 2828 2828
Cosmetics NORD SIA 100 2828 2828
MADARA Cosmetics GmbH 100 12500 12500
Total 18 156 18 156

MADARA Retail SIA, registration number 40103212103, 131 Zeltinu street, Marupe, Latvia.
Type of operations - retail sale of cosmetics products.

Equity, unaudited 165 346 159609

Profit of the reporting year, unaudited 5737 133 413

Cosmetics NORD SIA, registration number 40103277805, 6 Kauguru street, Riga, Latvia.
Type of operations —wholesale of cosmetics products.

Equity (279 520) 2650

Profit or (loss) for the reporting year (282 170) 11006

MADARA Cosmetics GmbH, registration number HRB 177689, Potsdamer Platz 1, Berlin.
Type of operations - cosmetics products distribution services.

Equity, unaudited 20028 26 899

Profit or (loss) for the reporting year, unaudited (6871) 9139

(14 ) OTHER NON-CURRENT RECEIVABLES

Rent security deposits 82736 82124 40 000 40 000
Total 82736 82124 40 000 40 000

24



AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

(15) RAW MATERIALS, MATERIALS AND CONSUMABLES

Raw materials and materials, gross value 2 585 801 2 381505 2584 911 2 377 885
Goods in transit 56 241 125 700 56 241 125700
Total 2642 042 2507 205 2 641152 2503585

(16 ) FINISHED GOODS AND GOODS FOR SALE

Cosmetic products 1135 313 1440 857 1013 632 1395 803
Advertising materials 65 072 88 116 65 072 88 116
Goods in transit 28 872 10 286 28 489 10 286
Allowance for obsolete and slow-moving inventories (7500) (7500) (6 500) (6 500)
Total 1221 757 1531759 1100 693 1487 705
Allowan(_:e for obsolet_e ar_1d slow-moving 7500 7500 6500 6500
inventories at the beginning of the year

Allowance for obsolete and slow-moving 7500 7500 6500 6500

inventories at the end of the year

(17 ) TRADE RECEIVABLES

Trade receivables, gross value 1416 561 1481054 1268 913 1241954
Allowance for doubtful trade receivables (31033) (21 462) (30033) (20 462)
Total 1385528 1459 592 1238880 1221492

Allowance for doubtful trade receivables

at the beginning of the reporting year 21462 98299 20 462 76 017
Allowance charged (see Note 5) 9 571 4027 9 571 3027
Allowance written-off - (80 864) - (58582)
Allowance for doubtful trade receivables 31033 21 462 30 033 20 462

at the end of the reporting year

Allowance for doubtful trade receivables is an amount of calculated allowances less recovered doubtful debt amounts.
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AS “MADARA COSMETICS” 2022 SEPARATED AND CONSOLIDATED ANNUAL REPORT
Registration No 40003844254, 131 Zeltinu Street, Marupe, LV-2167, Latvia

(18 ) TRADE RECEIVABLES FROM AFFILIATED PARTIES

MADARA Retail SIA 264 402 184 790
Cosmetics NORD SIA 1287 321 827590
Uzkrajumi Saubigiem paradiem (200 000) -
Total 1351723 1012380

Allowance for doubtful trade receivables
at the beginning of the reporting year

Allowance charged (see Note 5) 200000 -

Allowance for doubtful trade receivables

at the end of the reporting year 200000 )

(19) OTHER RECEIVABLES

VAT overpayment (Latvia) 104 197 89 933 104 197 89 933
VAT overpayment (Germany) 13 964 - 13964 -
State aid to overcome the COVID-19 crisis - 32750 - -
Corporate income tax overpayment - 14 568 - 14 568
Security deposits 11520 - 11520 -
Other receivables 25538 39186 9 397 23866
Total 155 219 176 437 139078 128 367
(20 ) CASH

Cash in bank accounts and
electronic payment platforms

5950 884 6 600 065 5092293 5949 035

Total 5950 884 6 600 065 5092293 5949 035
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Translation from Latvian

Independent Auditor’'s Report
To the shareholders of MADARA Cosmetics AS

Our Opinion on the Separate and Consolidated Financial Statements

We have audited the accompanying separate financial statements of MADARA Cosmetics AS (“the Company”)
and accompanying consolidated financial statements of the Company and its subsidiaries (“the Group”) set out
on pages 8 to 30 of the accompanying separate and consolidated annual report, which comprise:

the separate and consolidated balance sheet as at 31 December 2022,

the separate and consolidated profit and loss statement for the year then ended,

the separate and consolidated statement of changes in equity for the year then ended,
the separate and consolidated statement of cash flows for the year then ended, and

the notes to the separate and consolidated financial statements, which include a summary of significant
accounting policies and other explanatory notes.

In our opinion, the accompanying separate and consolidated financial statements give a true and fair view of

/ the separate and consolidated financial position of the Company and the Group, respectively, as at
MAD A RA 31 December 2022, and of their separate and consolidated financial performance and their separate and
consolidated cash flows for the year then ended in accordance with the ‘Law On the Annual Reports and

orgqnic skincare Consolidated Annual Reports’ of the Republic of Latvia.

Basis for Opinion

In accordance with the Law on Audit Services of the Republic of Latvia we conducted our audit in accordance
with International Standards on Auditing adopted in the Republic of Latvia (ISAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Separate and
Consolidated Financial Statements section of our report.

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants International Code of Ethics for Professional Accountants (including International Independence
Standards) and independence requirements included in the Law on Audit Services of the Republic of Latvia
that are relevant to our audit of the financial statements in the Republic of Latvia. We have also fulfilled our
other professional ethics responsibilities and objectivity requirements in accordance with the International Code
of Ethics for Professional Accountants (including International Independence Standards) and Law on Audit
Services of the Republic of Latvia.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
Key Audit Matters

We have not determined any key audit matters to be communicated in our report of the financial statements
of the current period.

Reporting on Other Information

The Company’s management is responsible for the other information. The other information comprises:

® Information about the Group, as set out on page 3 of the accompanying consolidated Annual Report,
® the Management Report, as set out on page 5 and 6 of the accompanying consolidated Annual Report.
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Our opinion on the separate and consolidated financial statements does not cover the other information
included in the Annual Report, and we do not express any form of assurance conclusion thereon, except as
described in the Other reporting responsibilities in accordance with the legislation of the Republic of Latvia
section of our report.

In connection with our audit of the separate and consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially inconsistent with
the separate and consolidated financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated.

If, based on the work we have performed and in light of the knowledge and understanding of the Company
and the Group and their environment obtained in the course of our audit, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in this
regard.

Other reporting responsibilities in accordance with the legislation of the Republic of Latvia

In addition, in accordance with the Law on Audit Services of the Republic of Latvia with respect to the
Management Report, our responsibility is to consider whether the Management Report is prepared in
accordance with the requirements of the ‘Law On the Annual Reports and Consolidated Annual Reports’ of the
Republic of Latvia.

Based solely on the work required to be undertaken in the course of our audit, in our opinion:

e the information given in the Management Report for the financial year for which the separate and
consolidated financial statements are prepared is consistent with the separate and consolidated
financial statements; and

e the Management Report has been prepared in accordance with the requirements of the ‘Law On the
Annual Reports and Consolidated Annual Reports’ of the Republic of Latvia.

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

Management is responsible for the preparation of the separate and consolidated financial statements that give
a true and fair view in accordance with the ‘Law On the Annual Reports and Consolidated Annual Reports’ of
the Republic of Latvia and for such internal control as management determines is necessary to enable the
preparation of separate and consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the separate and consolidated financial statements, management is responsible for assessing the
Company’s and Group’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends to liquidate
the Company and Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s and Group’s financial reporting
process.

Auditor’s Responsibility for the Audit of the Separate and Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate and consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of these separate and consolidated financial statements.
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As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s and Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s and Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the separate and consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Company and Group to
cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the separate and consolidated financial
statements, including the disclosures, and whether the separate and consolidated financial statements
represent the underlying transactions and events in a manner that achieves a fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely responsible
for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

=

Inguna Stasa
Member of the Board
Certified auditor
Certificate no. 145

Deloitte Audits Latvia SIA
Licence no. 43

Riga, Latvia

24 May 2023
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