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Year 2022

at LUG Group:
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based+3)

396,37 vsor

generated waste

The average LUG luminaire:

will shine For over 13 years

was produced using:

throughout itslife cycle \ / 0,97 kg of steel

used by Institution will emit
1,35 Mg CO,e tothe :
atmosphere .

but only 13% of those emissions
are ,built in"” by the manuFacturer
(176,3 kg CO2e)

v

Replacinglighting with LED is the most
economicallyjustifiedway toreducegreenhouse
gas emissions, becausealreadyin the firstyear
after theinstallation of the new luminaire, the
balance of emissions to theatmosphereis positive
thanks to energy effidencyexceeding 50%
compared to traditionallight sources.

2,09 kg of aluminium
0,15 kg of plastic
0,33 kg of glass

consumed:

11,0 kWh ef energy
17,27 | of water

and generated:
0,82 kg of waste
17,41 | of sewage

On average, nearly 470 employees of the LUG Group devote approx. 1.96 hours of work
per year Foritsdesign, production, delivery tothe Customerand service.




THE MOST IMPORTANT EVENTS

AND AWARDS IN THE REPORTED PERIOD

2022

JANUARY

- Commissioning of a new part of the LUG Research and Development
Centre in Nowy Kisielin

FEBRUARY
- Opening of the LUG Maroc representative office

MARCH
- Award for the Polish pavilion illuminated by LUG during
the EXPO 2022 exhibition in Dubai
APRIL
- iF Design Award for Artera LED and FRAME luminaires

MAY

- Presentation of the Safe Lighting Point solution during
the Krakow Road Safety Days

JUNE
- LUG participation in the National Road VIP Conference

SEPTEMBER

- Lubuskie Innovation Leader Award

- Bronze Cross of Merit for Ryszard Wtorkowski, President of LUG
OCTOBER

- LUG as the winner of the Award of the Marshal of the Lubuskie Voivodeship 2022
- "The Best Annual Report 2021" award for LUG S.A.
- The title of the Climate-Conscious Company in the fourth edition

of the Climate Crisis Awareness Survey

NOVEMBER
- LUG participation in the "Light 2023", "Architect at Work" and "Belektro" fairs
- LUG on the 22nd place of the "TOP100 Polish OEM2022" report
DECEMBER

- LUG participation in the "Light 2023", "Architect at Work" and "Belektro" fairs
- LUG on the 22nd place of the "TOP100 Polish OEM2022" report

In addition, in 2022 we also worked on other very important projects:

= Implementation of the largest contract for the modernization of urban
lighting for the Capital City of Warsaw

= |[mplementation of many lighting modernization projects around the world

= Work on the new strategic perspective of LUG for 2023-2026
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2. Letter from the President of the Management Board

Dear Sir or Madam,

This is the 5% non-financial report of the LUG S.A. Capital Group, in which we share our approach
and activities in the area of sustainable development.

A challenging year 2022 is behind us. Despite the political and economic turmoil and a difficult business
environment, we have proven that we can successfully deliver the most challenging projects and that
we are a stable partner for our stakeholders. The irreversible changes we have been seeing in business
have driven us to work on the new business strategy of the LUG S.A. Group. A key pillar of that
is to focus on sustainable development and to support the sustainable development of our business
partners. This will be supported by a wide range of professional services and innovative products,
including SMART or NCL (Nature Centric Lighting).

In the new strategy for the years 2023-2026, we are focusing on further efficiency improvement

and emissions reduction in |Iine with the sustainable
operations serve the needs of customers, investors and business partners, as well as those working

within the organisationds structures. Al l areas of t
or R&D, wi || be devel oped i n a sustainabl e manner

environmental impact through modularity, automation and respect of circular economy principles.
The next step will also be to implement a detailed sustainability strategy, completed with the elements
of circular economy. These are our ambitious plans for the next four years.

Let us now look at what we have already achieved. In this report, for the fifth time we report
on greenhouse gas emissions in Scope 1 and 2 in line with the GHG Protocol Corporate Accounting
and Reporting Standard and for the second time in Scope 3, thus we count all emissions along the entire
value chain. Thanks to its continuous work to improve energy efficiency,
the LUG Group has reduced its greenhouse gas emissions in the scopes 1+2 market-based (direct and
indirect emissions related to purchased energy) by 11.9% in 2022 compared to 2018, when we started
the process of monitoring and reporting data. We have expanded the calculation of Scope 3 emissions
to include additional categories (1 and 12), which have been calculated both for 2022 and 2021. Scope
3 emissions for the base year were close to 649,000 Mg COze and increased by 2.9% year-on-year,
driven by the sale of 17.7% (in value terms) more energy-efficient luminaires to our customers than
in the previous year. What is crucial, is that the emission rate per 1 million of revenue dropped by 12.6%
compared to last year.

We have also completed the first material assessment in line with the CSRD requirements
and the European Sustainability Reporting Standards (ESRS). In the assesment we have taken into
account the principle of double materiality, meaning that we have included a perspective of the impact
materiality, the impact the Group has on sustainability issues, and from the perspective of financial

materiality, i.e. the impactofasustainabil ity issue on LUGG6s financi al
parameters are examined for the five stages of the value chain, from the sourcing of primary raw
materials through their processing, thaeasesumtpthey chai n,

end of the product or service life cycle and the waste generated. The materiality assessment identified
10 material stakeholder groups, 27 material sustainability issues, as well as 14 material sustainability
risks. The issues were analysed in terms of four parameters related to impact materiality: scale
of impact, scope of impact, likelihood of impact and remediability of impact. We describe this topic
in-depth in chapter four hereof, and | also encourage you to read the materiality matrix.
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Once again, we are also disclosing information regarding the so-called EU taxonomy. An examination
of the compliance of the LUG Groupbs activiti
sustainable activities in 2022 were derived from: 77.27% of turnover, 89.05% of capital expenditure
and 75.58% of operating expenditure. The non-taxonomy-eligible activities were from: 22.73%
of turnover, 5.27% of capit aloperatiny expahdittrel We areaprodd
of these results.

What | said above is confirmed by the high score of our actions awarded by independent experts.
Last year, in the Climate Crisis Awareness 2022 survey, the LUG Group was awarded the title of Climate
Aware Company 2022 for the fourth time in a row, thus joining the still small group of Polish companies
that are aware of the risks associated with the negative impact of companies on the environment and
that reliably report their impact. For my part, | assure you that we are also consciously taking a series
of measures to not only report accurately, but also to make a real contribution to reducing our impact
on the environment and climate change.

A key element in the development of any company is its employees. That is why, in the LUG Group,
we systematically support the intellectual development of our employees, providing them
with opportunities to raise their competences and motivating them to exchange knowledge and
education. | am proud that in the past year the average number of training hours per person increased
by 83.5% among all employees, thanks to an extensive training programme - both managerial as well
as professional and safety and health-related training for our staff.

Another area relevant to running a socially responsible company is business ethics. We take a number
of due diligence measures, particularly in terms of ethics and respect of human rights. We have
developed and implemented a Code of Ethics and an Anti-Corruption Policy. These documents
are complementary to our standards and values, which formally support our activities related
to countering unethical attitudes.

I would like to encourage you to read the Non-Financial Report of the LUG S.A. Capital Group

for the past year. It is a resource that describes many different aspects of running a company
and its impact on the environment.

Yours faithfully,

Ryszard Wtorkowski,
President of the Management Board of LUG S.A.

es

0.

wi t |

00 %
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3 Business model and governance

3.1 Business model

LUG provides professional lighting solutions to customers worldwide.
As a manufacturer of luminaires and developer of intelligent lighting management
systems, we meet the needs of modern society every day. We started in 1989
as a small local family business and now operate as an international group
of 10 companies with a presence in more than 70 markets around the world.

We operate in the general lighting segment, in which we specialise in providing
professional solutions dedicated in particular to professional customers (B2B).
The product portfolio includes a wide range of luminaires:

1 infrastructure, including those for lighting urban spaces, parks, roads, among
others;

1 industrial, dedicated to facilities such as factories, warehouses, sports facilities,
car parks;

1 architectural, used for the illumination of: retail facilities, offices, hotels, medical,
educational, cultural and public buildings.

wnan) JW:m Wi

il 4

The Polish lighting sector is highly fragmented. In addition to small domestic
manufacturers and importers, there is a group of several entities operating in the field
of professional lighting technology, which specialise in the production of luminaires
for commercial applications (the LUG Group among them).

LUGG6s business model is based on the
lighting solutions, providing design and consulting services for architects, designers,
contractors and wholesalers, as well as offering a comprehensive formula for selling
light as a service (LaaS i Light as a Service) with the use of professional knowledge
and long-term experience.

The competitive advantage of the LUG Group is the comprehensive service
in the scope of design services, providing complete lighting solutions, adjusting ready-
made solutions to the individual needs of customers (the so-called customisation),
as well as technical consultancy. The three competence hubs dedicated to our core
business segments offer our partners extensive knowledge and ever-growing
experience to develop solutions that are appropriate even for the most complex
projects.

desi

gr
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Furthermore, we have our own Smart City solutions in the form of the Urban lighting
management system, which was developed by our subsidiary, BIOT. The Urban
system is designed to monitor and manage infrastructure lighting and the sensors
attached to it. Thanks to the available API, the system is flexible and open, meaning
that it can work with other available syste ms .
to the sustainable development of our partners is made possible by the highest
standards of reporting on energy consumption parameters, which makes it possible
not only to manage lighting schedules, but also to reasonably plan maintenance and
modernisation work. All this directly translates into less emissions into the atmosphere

and a reduction in the negative impact on the climate.

The

systemobs
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3.2 Market context

As part of the Strategic Development Directions of the LUG S.A. Group for the years
2023-2026 , we examined in detail the accompanying market context for our business,
which we divided into three areas:

Geopolitical and economic changes

In order for the new strategic perspective to support our activities in the years to come,

we have looked at the geopolitical and economic changes we are witnessing. A new

world orderisbeing created before our eyes, whi ch
activities and the lives of our employees scattered all over the world.

We are watching the development of military action in Ukraine and its possible impact

on LUGOGs oper at ,asa &roup,lwsmpdoonotthave askeys in Ukraine,
Russia or Belarus, and the operations of the subsidiary LUG T.0.W. Ukraina have
been suspended for many years. In the absence of direct business operations in these
areas, it is estimated that the impact of the ar med conf |l i ct on
operations will remain limited.

The LUG Groupbs new strategic perspective
a year of war, we have learned to operate in a difficult economic environment with high
inflation, high interest rates, drop in investments or high exchange rate volatility.
We are aware of the risks associated with possible disruptions to supply chains, limited
energy resources or rising transport costs, and we manage each of these to minimise
their potenti al i mpact on LUGG6s operations.

Long-term trends

The environment we operate
in is characterised by high volatility,
uncertainty, complexity and ambiguity, which
is best captured by the VUCA model.
Awareness of these traits has had a strong
influence on the assumptions
of our 2023-2026 strategic perspective.

The events of the last three years have confirmed how important flexibility
is in business and how much it has helped us to find our way in a dynamically changing
environment.

In 2022, we have been redefining the operating model of the Sales Department
by creating macro-regions that will make it easier to build lasting relationships with
business partners and respond even more quickly and flexibly to their needs.
On the other hand, we are intensively developing the production area, which will
translate into resilient and agile manufacturing processes and even higher product
quality. Operating in such a demanding environment requires openness and innovative
ideas. We are trying to minimise risks and look for opportunities in every aspect
of our market presence. A very good example of this are the rising electricity prices.
As a manufacturer of energy-efficient lighting solutions, we have not only taken care
to reduce energy consumption in our facilities, but we also help our customers reduce
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their bills, teach them how to manage their lighting wisely through intelligent lighting
management systems and generate real savings. We support the idea of monitoring
and reducing greenhouse gas emissions, which is linked to increasingly stringent
regulations and the need to stop ongoing climate change. We see both energy
efficiency and emissions reduction as long-term trends that are stimulating
international institutions to offer new financing opportunities for environmentally
sustainable investments. This trend supports the idea of energy-efficient LED lighting,
which guarantees real returns for investors.

New business opportunities

We are expanding the LUG S.A. Group based on innovation and a bold business
outlook. We do not close ourselves off to new business opportunities and consider
each opportunity individually. We value our business partners, from whom we draw
inspiration to offer increasingly tailored lighting solutions. It is a common phenomenon
that investors are seeking new sources of funding, leading to the development of new
models. Therefore, we are developing our competences and expanding our offer
in terms of financing environmentally sustainable investments, where the decisive role
is played by the ESCOLIGHT company from the LUG Group, which offers,
among other things, the ESCO or L-a-a-S financing formula. On the other hand,
we provide the execution service in lighting modernisation projects through our
subsidiary, LUG Services.

3.3 Strategic perspective of the LUG Group

I n the first guarter of 2023, we announ
development directions of the LUG S.A. Group for the years 2023 - 2026 0.
It is our response to the changing economic, geopolitical and social environment,
ongoing climate change and environmental needs.

LUG Group values

We are a Polish family company whose rooted in the values from which
we draw strength and inspiration. In practice, this means that every day we are guided
by certain values at each decision-making level.

1 Innovation - we seek out and implement new ways of doing things, we are open
to new initiatives and changes, we bravely take on challenges by learning from
our actions.

1 Partnership - we listen carefully to each other, build relationships based
on honesty and trust, and focus on reliability and professionalism.

1 Responsibility-we pur sue LUG6s vision and ful fil
care, willingly share our knowledge, ensure the highest quality of delivered
products and services, and take care of L

1 Trust - we appreciate the value each of us contributes, we pursue shared goals,
we trust each other and our own competence.
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1 Sustainability - we are constantly improving and learning new things, care
for the environment, take responsibility

environment.
Our Mission

At LUG, we want to grow based on a philosophy of action reflected in our new mission
statement:

Through the light
we create
sustainable environment
for life and development

for a better tomorrow.

LUGOG s new strategic perspective follows on
implemented between 2017 and 2021, such as innovation or internationalism, but also
presents new goals and initiatives for the transformation from a supplier to a service
model. An absolute pillar of the current strategic perspective is the development based
on SMART technology in the product, technology and manufacturing areas,

which is reflected in the integration of fur
management system or in building intelligent production processes that increase
efficiency and eliminate weaknesses in LUGOSs

Strategic objectives

By 2026, we want to achieve our strategic objectives based on 4 pillars of growth:

A Financing, consultancy, A New solutions for a higher
design, execution, quality of life.
maintenance and A Agile product and service
development available innovation implementation
as services. unit.
A Knowledge and experience A Development of SMART
as added value to products. verticals.
A Fast, efficient, flexible A LUG as the centre of an international
production. community of customers, suppliers
A Socially responsible and partners.
organisation. A A strong and recognisable

international brand.
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Strategic measures

Our success will be measured by the achievement of the strategic metrics

in the perspective up to 2026.

70

NET

PROFITABILITY

OF LUG S.A. CAPITAL GROUP
IN THE PERSPECTIVE UNTIL 2026

Areas of strategic action

/37

REVENUES

FROM FOREIGN MARKETS

CONSOLIDATED
IN THE PERSPECTIVE UNTIL 2026

The implementation of strategic directions starts within the organisation.
We have therefore set out areas of activity around which our projects and initiatives

will be focused.

production
and organization

knowledge &
support

service,
sales &
- purchases

innovation,
design &
R&D
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Our stakeholders

As part of the Strategic Directions of Development, we have identified a group
of Stakeholders that we identify within our business.

Architecture

Creates space,
decides about the elements of owned
project in cooperation
with industry experts.

Supply Chain

SUPPLIER

Develops with us,
shares knowledge
and inspires further action.

Placemaking]

With visions
and decisions changes the space
around us.

Organizational
structure)

Cooperates and contributes
experience and competences
to the development of the organization.

Cares about
good quality and efficiency
of its employees working environment.

Capital
investments

Commits resources, time
and experience
to increase the value of the company.
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3.4. Value chain

VALUE CHAIN OF LUG GROUP

identified material stakeholders in contact with processes in the value chain

employees, shareholders and investors, financial - -
suppbers, socialenvironment and local communities nstitutions, supervisoryauthorities and regulators, social nansacb::'\:;:dt:;tga;?mnal e consumers, socialenvironment and local communities
environment and local communities

e
DELIVERIES PROCESSES AT LUG GROUP SALES [ USAGE | WASTE

Cradle > TIER 2+ Components and services All entities of LUG Group running
(TIER 1)

operational and support processes
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The value chain model is based on a material flow analysis. It includes operations
at the stage of extraction of raw materials, creation of materials and components and their
transport to the LUG Group, a set of operational processes in progress in the LUG Group
and the transport of products to customers, the phase of their use and the end of life phase.
This model is used in the processes for calculating greenhouse gas emissions, analysing
processes in the circular economy model and analysing the mutual influences
of the LUG Group and the environment. The model for the value creation process
of a luminaire - the main product of the LUG Group - is as follows:

Yy &
~ -
’ 5 Concept
80 B Idea for luminaire
R&D = .
Department & Project and
Ki print-out in 3D
[ Component matching and
(4 checking compliance with
the assumptions
Production
of prototype

Patenting the
. - design of the product
Testing of resilience,
effectiveness

Production of tools

(outsourcing) - Ordering
. Decision components
Quality control p of product
of tools made TTTTTTTo OF PTOTUTL - DI
implement .
ation Q Quality control of

Production of ordered components

mechanical components

Production of LED light
sources and electronic
components

"’ﬁ:. production
Purification of water 2 painti d
bath residues ainting an .
3 i uality control of LED
j quality control p v" Q I%m SO)L’ImeS
of the luminaire e& v
housing o~

Luminaire housing

o
PAINTSHOP *
'y

Automatic luminaire wiring
and quality control

Installation of electronic
components and LED light
sources

GENERAL
QUALITY
CONTROL

Marking
luminaires

with  brand  and
technical parameters

Packing

[
154

Storage Logistics
(sending)
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This model is used in the processes for calculating greenhouse gas emissions,
analysing processes in the circular economy model and analysing the mutual
influences of the LUG Group on the ESG issues and stakeholders.

3.5. Capital Group structure

As at 31.12.2022 and the date of publication of this report, we operated as LUG S.A.
Capital Group, consisting of 10 companies operating in different areas of business
activity.

Dominant Company

LUG S.A.

Companies of LUG S.A. Capital Group

=R

LUG Light Factory Sp. z 0.0. LUG GmbH LUG Lighting UK Ltd LUG do Brasil Ltda T.0.W. LUG Ukraine

100% shares 100% shares 100% shares 65% shares 100% shares

BLUG ELUG =i BIOT LIGHT

LUG Argentina SA LUG Turkey BIOT Sp. zo.0. ESCOLIGHT Sp. z 0.0. LUG Services Sp. z 0.0.

50% shares 66,8% shares 93% shares 45% shares 97% shares

The LUG Capital Group is made up of the parent company LUG S.A.
and its subsidiaries and related companies. The parent company acts as a holding
vehicle and its activities have been focused on the area of supervision and control
of subsidiaries and the implementation of the new development strategy.

The Capital Group includes:

“ LUG Light Factory Sp. z 0.0. - conducts operational activities
at the stages of design, implementation, production and sale

of luminaires. Most of the processes taking place in the business
activities of the Capital Group are locatedthere. The Company és structur e
key facilities for the entire enterprise: the headquarters of LUG Light Factory Sp. z 0.0.
|l ocated in Zielona G-r1a, performing product:i
and the LUG Research and Production Centre located in Nowy Kisielin, in Zielona
G-r a.
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» LUG Argentina SA - handling industrial activities (including,
%LUG inter alia, the production, processing, assembly and mounting
of luminaires), commercial activities (including, inter alia, the sale

of luminaires and accessories) and consultancy activities in the field of lighting
technology, including for energy-saving projects.

BIUT BIOT Sp. z o0.0. - handling the creation and development
.ll of innovative Smart City systems.

GRUPA LUG

. LUG Services Sp. z 0.0. - providing comprehensive project

== LUG services including the preparation, financing, implementation

and servicing of lighting investments, as well as the integration

of software components working with lighting installations.
The company was established on 27 January 2020.

SERVICES

ESCOLIGHT Sp. z o0.0. - providing lighting management
LIGHT : . : o : ;

services: Light-as-a-Service, consisting of comprehensive project

services including preparation, financing, implementation and maintenance of lighting
investments. The company was established on 24 October 2019 as a related party.

LUG GmbH, LUG Lighting UK Ltd, LUG Turkey (LUG AYDINLATMA SISTEMLERI
ANONKM Kk KRUGHD Brasjl Ltda, T.O.W. LUG Ukrainai sells and promotes
LUG products and conducts business in the field of professional lighting solutions
on foreign markets such as Germany, the United Kingdom, Ireland, Turkey and other
markets in the region, as well as South America. The operation of T.O.W. LUG Ukraina
is suspended.

Changes in the structure of the LUG Capital Group in 2022:

On 13 July 2022, LUG S.A. acquired 300 shares of ESCOLIGHT with a nominal per-
share value of PLN 50.00. The acquired shares constitute 15% of the company's share
capital. Following the purchase transaction, the Issuer holds 900 shares with a total
nomi nal valwue of PLN 45, 000.00, representing

On 2 June 2022, a resolution was adopted to increase the share capital of BIOT
Sp. z 0.0. by PLN 300,000.00 through issuing 6,000 new shares. LUG S.A. exercised
its right or pre-emption and took up 5,265 newly created shares with a nominal value
of PLN 50.00. The second shareholder did not exercise their right of pre-emption,
as a result of which LUG S.A. acquired further 735 shares in BIOT Sp. z o.o.
with a total value of PLN 36,750.00. As a result of the transaction, LUG S.A. currently
holds 13,020 shares with a value of PLN 50.00 each, with a total nominal value of PLN
651,000.00 (93% share in the share capital of BIOT sp. z 0.0.).
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LUG Group Shares

Company LUG S.A.

Quotation market Alternative Trading System of the Warsaw Stock Exchange (NewConnect)

Quotation system Continued

Debut date 20.07.2007

Total number of shares 7,198,570 ordinary bearer shares, with one vote per share at the General
Meeting of the Company

Ticker LUG

ISIN PLLUGO0000010

Index NC Index

Segment NC Focus

LUG S. A. has been applying the principles o
on the NewConnect mar ket o since 2009. 16 out
adopted for use, which can be downloaded from the LUG website
(https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny).

Shareholding structure

The share of shareholders in the initial capital holding with at least 5% of LUG S.A.
shares as at 31.12.2020 is as follows:

LUG S.A. shareholding structure by % share in
the number of shares and votes

Ryszard Wtorkowski

% lwona Wtorkowska

= Funds managed ne
by OPERA TFI A

= MKK3 Sp. zo.0.

= Remaining
shareholders


https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny
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3.6. Management of the LUG Capital Group S.A.

The Capital Group is headed by LUG S.A. as the parent company.
The bodies of LUG S.A. are:

1 Management Board:
1 Supervisory Board
i1 General Meeting.

The principles of election and operation of
by the Articles of Association of LUG S.A.

The corporate governance of LUG S.A. consists of the following documents:

The Articles of Association of LUG S.A.;

The Regulations of the Management Board of LUG S.A.;

The Regulations of the General Meeting;

The Regulations of the Supervisory Board;

The statement of the Management Board of LUG S.A. on the relations
of the Supervisory Board members with the shareholders.

= =4 4 -4 A

Management Board of LUG S.A.

There were no changes in the composition of
the period covered by the report. As of 31 December 2022 and as of the day

of approving this report for publication, the Management Board of LUG S.A. acted

in the following composition:

Ryszard Wtorkowski Mariusz Ejsmont Maggorzata Konys
President of the Management Board Vice-President of the Management Board Member of the Management Board
Technical Director Chief Financial Officer

The current term of office of the Management Board started on 29.04.2021 pursuant
to the resolution of the Supervisory Board on the appointment of the existing
Management Board Members for another term of office.

In 2022 and throughout the current term, 33% of the Board members were women and
66% of the Board members were men. 33% of the Board members qualified
for the 30 - 50 age bracket and the remaining 66% for the over 50 age group.
In 2022, the composition of the Board did not change.


https://www.lug.com.pl/resources/lug-com-pl/Relacje_Inwestorskie/Dokumenty/2017_STATUT_LUG_SA_tekst_jednolity_na_dzien_26.07.2017.pdf
https://www.lug.com.pl/resources/lug-com-pl/Media/lad_i_oswiadczenia/regulaminy/Regulamin_Zarzadu_LUG_S.A..pdf
https://www.lug.com.pl/resources/lug-com-pl/Media/lad_i_oswiadczenia/regulaminy/Regulamin_Walnego_Zgromadzenia_LUG_S.A._15.02.2010.pdf
https://www.lug.com.pl/resources/lug-com-pl/Relacje_Inwestorskie/Dokumenty/Regulamin_Rady_Nadzorczej_LUG_S.A..pdf
https://www.lug.com.pl/resources/lug-com-pl/Media/lad_i_oswiadczenia/oswiadczenie_powiazania_RN_z_akcjonariuszami.pdf
https://www.lug.com.pl/resources/lug-com-pl/Media/lad_i_oswiadczenia/oswiadczenie_powiazania_RN_z_akcjonariuszami.pdf

ELUG

Supervisory Board of LUG S.A.

As of 31 December 2022 and as of the day of approving this report for publication,
the Supervisory Board of LUG S.A. acted in the following composition:

Iwona Wtorkowska Renat a Bac za Eryk Wtorkowski Zygmunt Lwik Szymon Zi o§¢
Chairperson of the  Member of the Member of the Member of the Supervisory Member of the
Supervisory Board ~ Supervisory Board Supervisory Board Board Supervisory

Board

The current term of office of the Supervisory Board of LUG S.A. began on 27 June
2022, i.e., on the day of the meeting of the General Meeting of LUG S.A.
and the adoption of resolution to appoint the existing members of the Supervisory
Board for the sixth term of office. The current term of the Supervisory Board
of LUG S.A. is shared among its members and lasts 3 years.

In the reported period, i.e. from 01.01.2022 to 31.12.2022, 40% of the Supervisory
Board members were women and 60% of the Supervisory Board members were men.
60% of the Supervisory Board members qualified for the age bracket of over 50 years,
while the remaining 40% belonged to the 30-50 age group.

The role of senior management structures in the area of sustainable
development

Sustainabili ty i s an area of ongoing interest for
structures. The measures taken are being monitored on an ongoing basis

and individual sustainability projects are being addressed by established working

groups. The highest level of governance for ESG issues is the President

of the Management Board, who coordinates and assigns responsibilities to designated

persons from the team for individual issues.

Sustainability activities are managed by senior management according to their
subordinate areas:
i cooperation with industry organisations i Vice-President of the Management
Board;
1 cooperation with local and government authorities i President and Vice-
President of the Management Board;
1 cooperation with the local community (including support for non-profit
organisations and charity work) - Holder of the Power of Attorney;
1 cooperation with universities and training - Global Sales and Marketing Director,
Member of the Management Board of LUG Light Factory;
1 environmental issues i Vice-President of the Management Board.
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The Management Board periodically analyses non-financial data, determines
development paths related to sustainability, and participates in the creation of the non-

financial report by accepting the structure and its main assumptions. The Management

Boar d, together with the Group06s senior man
and discussions on sustainability (including climate change), being part of projects

such as the materiality study, the analysis and assessment of climate risks,

the development of a Code of Ethics, etc.

We addressed the topic of climate change for the first time in 2019 while preparing
for a project to identify and analyse the climate-related risks and opportunities and its
impactonthecompany 6s operations.

We have not yet separated a dedicated structure within the LUG Group responsible
for climate change issues, but they are integrated into the operational and strategic
activities of senior management. Part of the activities each year are carried out
in cooperation with Pol-Lighting, the industry organisation.

All commenced and planned activities related to climate change in the LUG Group are
described in detail in Chapter 7.1 Climate Change Mitigation.

3.7. Ethics and human rights due diligence

Business ethics is one of our priority areas. Brand recognition, organisational
culture and accepted values are the result of adherence to the applicable standards
and the high standards of business. In line with the guidelines for companies listed on
NewConnect, we regard transparency as the basis for an effective information policy.

In all our business activities, we are committed to respecting and upholding all human
rights, avoiding significant negative impacts on human rights and conducting
appropriate due diligence processes on those we work with.

For 2022, we planned the redevelopment and structuring of due diligence processes
in the LUG Group. Following the work carried out throughout 2022 and Q1 2023,
LUGG6s key activities in the area of ethics a
1 Development and adoption of the LUG Group Code of Ethics;
i Assigning the responsibility for and supervision over the area of ethics
and human rights at the management level to the President of the Board
of Directors of LUG S.A.;
i Launching of Procedure for the selection of an Ethics Officer;
i Improving the breach reporting mechanism and miscondcut reporting system in
the LUG Group;
1 Adoption of the Anti-Corruption Code;
i Verification of the Minimum Safeguards to the EU Taxonomy, i.e. checking
the completeness of t he Gr dprogedsdetailede  di | i
in chapter 6.2).

Paying special attention to ethics and respect of human rights, the activities undertaken
in this area are carried out in accordance with applicable laws
and regulations. We are also committed to complying and respecting the provisions
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defined in the international legal standards and following the recommendations
of the guidelines of:
1 Universal Declaration of Human Rights,
The Ten Principles of the United Nations Global Compact,
International Bill of Human Rights,
The UN Guiding Principles on Business and Human Rights,
OECD Guidelines for Multinational Enterprises,
ILO Convention.
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We are opposed to any violation of the rights of external or internal stakeholders
of the Groupds conmpiacnn £ saggaisnsve |l UUG@G&Gs awal ues

Due diligence in the LUG Group

When practising due diligence in the LUG Group, we follow 6 steps:

Remediation or cooperationin
remediation:
Procedure to be followed in the event
5 of a negative impact. 2
Communicating howthe LUG Capital Identification and assessment of adverse
Group relatesto its impactin the impacts: Materiality assessmentincluding
field of human rights, anti-corruption, ESG risks, threats and opportunities.
fair competition and tax policy:
Non-financial statements for 2022.
Tragkiniplementation and Elimination and mitigation of adverse impact:
results of actions taken and Applicati FLUG G d
their effects: Annual reporting Ppicaliono rouppracecures.
of the number and type of
notifications,
suspicionand/or confirmed
cases of non-compliance.
Stagel: I ntegrate due diligence with the compan

The basics of due diligence with regard to human rights, prevention
of corruption and financial fraud and information security are addressed in the following
LUG Group documents:

1 Code of Ethics of the LUG Group

It I s a key document t hat g o qiddlines t he
and is in line with the regulatory environment and good ethics management
practices. The structure of the Code follows directly from the Guiding Principles

for Business in the Area of Ethics, including the OECD Guidelines

for Multinational Enterprises and the UN Guiding Principles on Business

and Human Rights. This Code collects principles and good practices

of responsible and ethical behaviour. It regulates such issues as:

1 compliance with the law, policies and procedures of the LUG Group,
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1 prohibition of any and all discrimination and mobbing,
1 prohibition of forced and child labour,

1 working conditions and equal opportunities,

T respect for freedom of association and
1 preventing corruption;

1 conflict of interest,

1 fair competition,

1 care to respect the environment and the climate,

1 conflict minerals,

1 attention to product safety,

1 stakeholder relations and reliable communication.

The document was prepared by a multidisciplinary project team and implemented
pursuant to a resolution of the LUG S.A. Management Board in 2023. The Code
is publicly available on the corporate website: https://www.lug.com.pl/relacje-
inwestorskie/spolka/lad-korporacyjny

The Code of Ethics is supplemented by policies and regulations operating in specific
organisational areas.

1 Anti-corruption policy

Document supplementing the Litvthe dteca@iugntts Cod e
corruption. We started working on itin 2022 and completed and implemented the policy

in 2023. l'ts purpose is to suppor éethicdllyGé6s o
appropriate attitudes among t he Groupbs e
and minimise the risk of fraud. The policy is available on the corporate website:
https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny

1 Anti-Bullying Policy

A document that has been in place at LUG Light Factory since 2011, regulating
the prevention of bullying at LUG.

Stage 2: Identification and assessment of adverse impacts.

The identification and assessment of adverse impacts was carried out during
a comprehensive sustainability materiality study. Once this was completed, the issues
in relation to which the LUG Capital Group can exert the strongest influence were
identified. A list of material issues and risks can be found in section 4.4 Material
sustainability risks and opportunities.

Stage 3: Elimination and mitigation of adverse impact.

Along with the adoption of the Code of Ethics the LUG Group launched a procedure
for the appointment of an Ethics Officer, who will be responsible for the effective
implementation and operation of the principles of ethical conduct and due diligence
procedures in the area of ethics. The LUG Group Code of Ethics will also be posted


https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny
https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny
https://www.lug.com.pl/relacje-inwestorskie/spolka/lad-korporacyjny
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on the website, in language versions adapted to the needs of employees. In addition,
periodic training will be organised for staff to make sure they know it.

In 2022, the LUG Group did not conduct training in the area of ethics.
Stage 4: Monitoring the effectiveness of the actions taken and their effects.

The procedure for reporting violations is included in the LUG Group Code
of Ethics. Irregularities or ethical violations within the LUG Group can be reported
through one of three dedicated channels:

Postal address:
email address: LUG S.A. Personal contact with

etyka@Ilug.com.pl ul. Gorzowska 11 the Ethics Officer

65MHT %ASE 2

All notifications are treated confidentially and are handled by a dedicated team.
The flow of information for the processing of the notification is in line the principles
of privacy and anonymity. We provide the whistleblower with protection against
retaliation.

The whistleblowing report should include all available information and evidence
that will expedite and facilitate our internal investigation.

In 2022,
no complaint was filed relating to mobbing, forced labour, child labour or discrimination.
There were also no claims concerning elements of the working environment. In 2022,
no cases of corrupt practices or other incidents with the characteristics of human rights
violations were identified in the LUG S.A. Capital Group.

Ongoing
monitoring of the highest ethical standards is in place in LUG Group companies,
but no ethical audits were conducted during the reporting period. No audits were
carried out at subcontractors. No ethical clauses were included in contracts with
contractors.

Stage 5: Communicating how the LUG Group relates to impact in terms of human
rights, anti-corruption, fair competition and tax policy.

In our non-financial report, we regularly report material non-financial information
on LUGO6s a c tingwasummarysof due diligehcea. We also carry out internal
communication via our intranet, newsletter, internal regulations, internal mailings,
brochures and posters.

Stage 6: Remediation or cooperation in remediation.

In the context of identified reports and ongoing investigations, we undertake
to undertake appropriate actions ourselves or to cooperate in remedial actions
for entities where a Group Company or the Group has caused or contributed
to a negative impact in the area of human rights and ethics. Any external entity
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that does not comply with the principles in the area of human rights and ethics
will be subject to analysis and appropriate remedial action.

We are also committed to cooperating with judicial or non-judicial mechanisms
to ensure access to necessary remedies or corrective action.

Counteracting corruption and bribery

We are guided by the principles of transparency and respect for generally
accepted standards in every aspect of our ac
by zero tolerance for all manifestations of abuse, including corrupt practices
and financial fraud.

As a result of the materiality study, we identified the issue of counteracting corruption
and bribery as an important area with specific risks and opportunities. Therefore,
we have adopted documents governing the principles of counteracting corruption
and financial fraud such as:
1 LUG Group Code of Ethics i covering anti-corruption issues;
1 The LUG Group Anti-Corruption Policy 1 introduced at the beginning
of the second quarterof 20237 c | ari fi ed LUGG6s position in
1 Procurement oversight procedure and procedure manual i will be updated
in 2023, the project team is working on revising it.

Corruption risks are regularly assessed and monitored as part of the risk management
system.

Respect for the human rights of employees

Ensuring respect for human rights is an elementary duty of a responsible business.
We are committed to creating a safe, inclusive and sustainable work environment.

Companies within the LUG Capital Group conduct their activity in accordance
with the legal regulations valid on the territory of of Poland and in accordance
with the | ocal | aw applicable to Groupds co
do not accept or use underage or child labour under any circumstances, nor do they
tolerate forced labour at any stage of their activities.

We do not accept or condone discrimination on the basis of gender, age,
race, religion, nationality, sexual orientation, ethnicity or disability. Anti-mobbing
measures were standardised in 2011 at LUG Light Factory in the Anti-Mobbing Policy
document. It contains the procedure for the complaints process together
with the accompanying functions:

1 Any employee who considers that they have experienced mobbing may make
a written complaint to their employer.



ELUG

1 The employer, within 14 working days from the date of the complaint, shall
appoint an Anti-Mobbing Commission consisting of a representative
of the employer, a representative of the employees, and a person appointed
jointly by the employer and the employees.

1 The employer conducts training in the Anti-Mobbing Policy for new employees
as part of adaptation training.

In addition, LUG, as part of the implemented Code of Ethics, has an internal
mechanism through which any person experiencing mobbing or discrimination can
report the problem through the LUG Groupos
above. Reports will be handled in accordance with the adopted rules by the Ethics

Officer.

The LUG Group provides full, undisturbed freedom of association and is committed
to respecting the provisions of collective agreements and is open to dialogue with
employee communities. Group employees can openly communicate any comments
on working conditions and initiatives. The interests of the employees
at LUG are represented by an elected Employee Representative.

Information security

We are committed to applying due diligence in our operations
in relation to the protection of confidential data, sensitive information, personal data
and other relevant information in our possession. We defend against unauthorised
access to confidential data, the release of which could have a negative impact
or economic damage on the Group.

Confidential data is only shared with Group Employees to allow them the performance
of their duties. It is the duty of LUG Group Employees to exercise due care
in the handling of internal information. Detailed guidelines for due diligence
in the handling of information can be found in the following documents:

1 Global Security Policy for Personal Data Processing in the LUG S.A. Capital

Group;
1 IT security policy;
1 LUG Code of Good Practice.

In addition, in order to ensure the highest level of information security, the decision
was taken to start the process of implementing an information security management
system. Completion of the process at BIOT is scheduled for 2023.

In 2022, there were no incidents in the LUG Group and no administrative proceedings
related to data leakage or unauthorised use of personal data.

Conflict minerals

The LUG Group does not mine or process minerals commonly recognised as conflict
materials. The term conflict minerals refers to tin, tantalum, tungsten, gold and cobalt
- often mined in countries with rampant human rights abuses or armed conflict.
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Minerals belonging to this group are used in trace amounts in electronic components

used to manufacture the LUG Groupdbds products
a potential but small risk of unethical practices in the supply chain involving the conflict

minerals.

The regulations governing the use of these minerals do not apply to the LUG Group,
but in the future, we plan to implement appropriate due diligence procedures
for the supply chain to minimise the risks associated with the use of these types
of minerals.

Cooperation with contractors

Following the successful implementation of the LUG Group Code of Ethics,
in 2023 we plan to resume work on the general terms and conditions of cooperation
with contractors. This document will include the guidelines and standards
set for entities working with the LUG Group.

In order to build long-term relationships with suppliers and business partners,

we pay particular attention to the quality and management standards as well as legal

and technical requirements they meet. The Group works with well-established
European suppliers and suppliers opiniongood r
meet the requirements of socially responsible business.

In 2022, we completed two direct audits of our component suppliers,
which were carried out on our behalf by a local partner.

3.8. Management systems

Within the LUG Group, the management and control function for the other
subsidiaries is performed by LUG S.A.. The operational activities, however,
are concentrated in the LUG Light Factory. At the moment, the need to formally
implement a unified Management System for the entire LUG S.A. Capital Group has
not been identified. However, most Integrated Management System procedures
(hereafter: IMS) are also used informally in other LUG Group companies.

In 2022, control audits of standards were carried out at the LUG Light Factory:
1 1SO 9001:2015 (Quality Management System),
1 I1SO 50001:2011 (Energy Management System),
1 1SO 14001:2015 (Environmental Management System),
1 1SO 45001:2018 (Occupational Health and Safety Management System)

which showed no irregularities.

The IMS also includes the ISO 17025:2018 standard, which was recertified
at the beginning of 2021. It certifies that the LUG laboratory has been recognised
to perform photometric, thermal, leakage, colorimetric and electrical tests.

In response to customer expectations and market requirements, BIOT began taking
steps to implement ISO 27001:2007 (Information Security Management System)
in 2022. Completion of the implementation process and certification according
to the guidelines of the ISO/IEC 27001 standard is scheduled for 2023.
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Based on the Integrated Management System audits carried out at the beginning
of 2023, the following areas of improvement were identified, among others:

1 documentation supervision;
1 monitoring;

1 process approach;

1 operational activities.

At LUG Light Factory, the Integrated Management System consists of the assumptions
of the existing:

1 Energy Policy i (ISO 50001:2018) assumes, inter alia, striving to implement
production in accordance with the applicable law and the requirements of new
technologies, reducing energy consumption for the manufactured product,
cooperation in the field of energy with suppliers and raising employee
awareness of energy management issues.

1 Quality Policy - (ISO 9001:2015), aiming to meet all its requirements, assuming
t he i mprovement of t he companyo6s i nfr
of the organisational culture and the building of an image among contractors.

1 Environmental Policy T assumes continuous improvement and development in
order to meet the requirements of PN EN ISO 14001:2015, operating activities
in accordance with environmental law, placing requirements on subcontractors,
paying attention to the Life Cycle Assessment (LCA), the overall impact of the
product on the environment from the initial production phases.

1 Occupational Health and Safety Policy - (ISO 45001:2008), which sets out the
objectives for the prevention of occupational accidents, occupational diseases
and near misses, as well as for continuous improvement in reducing employee
exposure to harmful agents in the working environment.

The above-mentioned policies form the basis of the Integrated Management System
Policy, which, by integrating their content, has replaced them. The Integrated
Management System Policy is available on the LUG website at:
https://www.lug.com.pl/firma/polityka-firmy
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Diagram of the management structure responsible for the Integrated Quality
Management System

Number of
Management level Position persons per Responsibilities
position
Management level: President of the 1 The ISO Quality Management System
Management Board Representative is  responsible  for
of LUG Light Factory the proper implementation and operation
Sp. zo.0. of the ISO IMS. The work
Director level: Strategic Finance and 1 of the Representative is supervised
Risk Director by the Strategic Finance and Risk Director
Employee level: Representative for 1 from the level of the Division Director
ISO Quality and finally by the President
Management of the Management Board of LUG Light
Systems Factory.

During the reported period, the LUG Argentina SA plant in Posadas was subject
to I1ISO 9001:2015, which was audited in the first quarter of 2023. The current
ISO 9001:2015 certificate has been issued until 29 January 2024.

LEAN Management

Since August 2016, a Kaizen project has been implemented at LUG with the aim
of allowing the employees to influence their workplace, processes within the company
and to identify areas that can be improved. Particular attention is paid to improving
quality, increasing safety, improving ergonomics and optimising costs.
The implementation of the 5S programme, which initially covered the production areas,
began in 2018. The Kaizen project has given employees an impact on their direct
workplaces and the 5S programme has developed this methodology to standardise
activities in the entire Production area. Under the Programme, the necessary training
and workshops were carried out for all employees from given areas, both directly and
indirectly in production.

The implemented changes have improved quality, efficiency and increased workplace
safety. Zone signage has been standardised, responsibility areas (area ownership)
and material flow have been introduced. Thanks to the standardisation that follows
the 5S Methodology, changes made in one area have also been implemented
in others. Adherence to the 5S principles is verified during periodic audits.

Development plans for the next few years include increasing employee inclusion,
supporting an organisational culture of change and continuous process improvement.
Through the planned training, space will be revamped, programmes
will be systematised and improved, and work safety will be further enhanced.

Inspection and Internal Audit

Our internal audits are coordinated by the ISO Quality Management
Systems Supervisor, working with internal auditors who have received their
certification by completing certified training. The internal auditors prepare an audit
report with conclusions and recommendations. The ISO Quality Management System
Representative is responsible for the implementation and proper functioning of the ISO
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procedures in the company, while also maintaining inspection powers regarding
the completeness of documents, as well as supervision over the implementation
and proper functioning of new ISO procedures.

The frequency and scope of the audits are set out in the annual Audit Schedule.
Audits are based on the competence of the individual internal auditors and their
experience and working knowledge of the internal processes within the organisation.
Each internal unit is audited according to internal ISO procedures.

As part of internal inspections, we monitor compliance with the requirements

of ISO 14001. In the environmental area, we commission the implementation

of regulatory obligations, controls the completeness, timeliness and correctness

of documentation through cooperation wi t h
The competences of the external company focusonareas such as LUGOS
audit, representing LUG outside in strictly defined environmental areas and performing

an advisory function in the field of environmental protection.

3.9 Risk management and material managerial risks

Risk management is an importantel e ment of our organisationds
higher management structures and those responsible for individual areas of the unit

are involved in the identification, monitoring and assessment of risks. The highest level

that manages risk and coordinates the work of individual units is the Management

Board of the Company, and its work in the field of risk management is coordinated

by the President of the Management Board.

We have not yet formalised a risk management system in the LUG Group, but risks
and risk-related measures are identified by the Process Owners and recorded
in the Risk Analysis Sheets for the Process. As part of the system, individual areas
affected by risks are assessed during meetings and in the communication mode
of teams responsible for these areas. The management of area-related risks is carried
out by the individual organisational units. In all cases, the responsibility for risk
management in a given area lies with the manager of a given organisational unit.
In the case of risks related to the occurrence of emergency situations and in the case
of detection of new risk factors, the management of a given type of risk is subject
to the assessment of the Management Board which assigns responsibility to persons
appointed to particular areas.

Material managerial risks

Risk or opportunity and its description Risk or opportunity management method

Risks related to the risk management system

The risks could result in high costs associated with inadequate
management of the identified risks, with consequent
reputational damage to the Group and a threat to our
continued operations.

As the LUG Group, we review risks annually
as part of the Management System Review.
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Opportunity related to the risk management system
Opportunities related to the issue include the increased
resilience of the Groupo6s
of the competition, becoming a leader and being highly

responsive and flexible to risks.

Risk related to the business conduct/ ethics
Therisk may result in | oss

market, administrative proceedings against the Group

and high associated costs.

Opportunity related to the business conduct / ethics
The opportunity in this area may lie in building an image
as a trustworthy, responsible, transparent and credible

company.

Risks related to prevention of corruption and bribery
These risks may relate to the misconduct of salespeople
cooperating with LUG in the commission system. This can
have a significant i mpact

case of isolated incidents.

Opportunity related to prevention of corruption and

bribery

The opportunity is related to creating a reliable and
responsible business environment for LUG, which can have

a positive impact on the perception of the Group

Risks related to payment practices

These risks relate to activities for suppliers and business
partners, which can result in disruptions to supply chains, loss
G r with the Policy on Settlement of Liabilities,
to be incurred due to late payments and loss of business

of liquidity, Il oss of

partners.

Opportunities related to payment practices

These opportunities relate to supplier and business partner
activities, which can result in partnerships with the best
industry suppliers, access to the best quality components,
attractive payment terms, and a flexible supply chain.

We seize the opportunity by reviewing
the Management System on an annual basis
and updating it where necessary. This area
is included in the Strategy 2023-2026 in terms
of the Sustainable Development and Quality
of Life Innovation objectives.

We minimise the risks by, among other things,
applying ethical behaviour in the course of our
business, in particular through the Code
of Ethics in place and the Anti-Corruption Policy
implemented, as well as improving due
diligence processes.

We are seizing the opportunity by establishing
an ethical framework (including through
the implementation of the LUG Code of Ethics
and Anti-Corruption Policy) and implementing
the highest standards of due diligence.

We minimise risk by:

- implementing the Anti-Corruption Policy,

- implementing the Code of Ethics and
improving the whistleblowing system,

- monitoring reports of suspected corruption
against both employees and contractors,

- implement anti-corruption training.

We seize the opportunity by:

- assigning responsibility for overseeing this
issue at Board and Director level in the Sales
Division,

- implementing of the Code of Ethics,

- introducing an Anti-Corruption Policy and staff
training in this area.

We undertake the following risk management
measures:
- monitoring of risks through compliance

- process improvements and close cooperation
between the Finance and Controlling Division
and the Supply Chain Department area
to reduce the risk

We seize the opportunity by:

- applying the Policy on Settlement of Liabilities,
- introducing process improvements and close
cooperation between the Finance
and Controlling Division and the Supply Chain
Department.
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4 Information materiality and risk management

4.1 Information materiality in the report

While preparing to draw up this report, we conducted a material assessment
to identify the stakeholder groups material to LUG S.A. and the Group as a whole,
the sustainability issues and risks associated with the material areas of sustainability
throughout the value chain.

The material assessment has been aligned with the requirements of the CSRD
directive and the uniform European Sustainability Reporting Standards (ESRS).
The assessment took into account the principle of double materiality, which means
that during the assessment we considered the perspective of impact materiality,
i.e. what impact the LUG Group has on sustainability issues, and from the perspective
of financial materiality, i.e. the impact of a sustainability issue on our financial
performance in the future. These parameters were studied for the five stages
of the value chain i.e:

1 earlier upstream stages, from the acquisition of primary raw materials through
to their processing;
tier 1 of the supply chain;
operational activities of the LUG Group;
customers/ consumers/ end users;
further downstream stages, up to the end of the product/ service life cycle
and the waste generated.
The survey was conducted between October 2022 and January 2023 in accordance
with the  MA XNEATERIALITY ASSESSMENT MATRIX version 3.0 methodology.

= =4 4 A

The following research tools were used in the study:

i source data analysis;

i a comparative analysis of 17 companies in the industry;

1 a comprehensive questionnaire survey conducted on a group
of 25 representatives of the Management Board and senior management
of LUG Group companies and 6 MATERIALITY experts;

i questionnaires and structured interviews with 11 representatives of external
stakehol der s from our Groupbs e
such as financial institutions, suppliers and subcontractors, customers,
association organisations, industry organisations, higher education, the local
community;

i matrix analysis of the obtained results.

The study helped select the following:
1 10 material stakeholder groups,
1 27 material sustainability issues,
1 14 material sustainability risks.

During the survey, representatives of material stakeholder groups were given
the opportunity to anonymously report and assess the materiality of issues and risks

nvi

(0]
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arising in relation to our business, which were used to develop follow-up
recommendations.

The conducted material assessment is valid for three years and expires in January

2026 . During this period, it wil | -financiain
report.
4.2 Material stakeholders and communication channels

As a result of the material assessment, 10 material stakeholder groups were identified:
Material stakeholders = Method of engagement Topics and purpose addressed

Employees 1 Internal intranet. 1  Communicating about the

1  Newsletter. strategy, mission, objectives

1  Information mailings. undertaken and actions

§  Training and workshops. in the ESG area.

1 Non-financial report. I Building awareness

Participation in the materiality study. of sustainability.

1  Posters and forms of traditional (paper) i Training and professional

communication. development.

1  Face-to-face meetings. T Increasing employee

1 Meetings of an inclusive nature. engagement.

1 Web page. 1  Building team splrlt and
refreshishgedL UG
values.

Transactional clients | Ongoing collaborative contact throughout {  Product quality and technical
(e.g. contractors, the year. parameters.

specialist distributors, |  Information mailings. 1 New product launches.
wholesalers) f  Face-to-face meetings. 1 New certificates.

I  Product range training.

M  Press materials.

1 Web page.

Non-transactional 1 Ongoing collaborative contact throughout ~ §  Product quality and technical
clients the year. parameters.

(including authorities, 1 Meetings 1  New product launches.
architects, town 1 Workshops and conferences. 1 New certificates.

planners, auditors, 1 Other forms of direct communication. i Education on increasing
technical advisors, f Congresses, trade fairs, speeches. energy efficiency and
lighting designers  Participation in the materiality study. promotion
(decision-makers)) 1 Press materials. of energy-efficient lighting

T Web page. solutions.

1  Knowledge sharing, training.
1 Maintaining relationships
and commitment.
End users 1  Social media. 1  Communicating about the

T  Newsletter. strategy, objectives

1 Press materials. undertaken and actions in the

T Web page. ESG area.

1  Presentation of LUG products.
1  Building awareness of energy-
efficient lighting solutions.
Suppliers 1  Ongoing collaborative contact throughout |  Active and direct
(including suppliers of the year. communication
raw materials, 1 Meetings and other forms of direct 1  Building long-term business
materials, components, communication. relationships based on mutual
goods, service 1  Contractual provisions. trust and fair business

providers)

relations.

t

he
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Subcontractors and
fitters

Shareholders and
investors

Financial institutions

Supervisory
authorities and
regulators

Social environment
and local
communities

E | = =

=a =8 —a —a a9

E R ]

E

Participation in the materiality study.

Regular collaborative communication.

Meetings and other forms of direct
communication.

Newsletter.

Web page.

Investor relations and communications on
https://www.luglightfactory.com/en/investor-

relations and via relacje@lug.com.pl

Summary conferences and investor chats.

General Meeting of Shareholders.
Current and periodic reports.
Non-financial reports.

Economic media.

Face-to-face meetings.

Communication on the corporate website.

Direct meetings.

Summary conferences.
Current and periodic reports.
Non-financial reports.

Participation in the materiality study.

Press materials.
Web page.
Face-to-face meetings.

Contact by email, telephone or post

as required.

and
the vyear

Cooperation
throughout

ongoing

and during

contact
the

implementation of community programmes.

Participation in the materiality study.

Press materials.

Local conferences.

Meetings and other forms of direct
communication.

E

= —a

Communication of strategy
and conducted activities.
Supplier evaluation system.
Sharing knowledge and good
practice.

Favourable conditions

for cooperation.

Developing long-term
relationships.
Transparent and fair rules
of cooperation.

Communicating about the
strategy, objectives
undertaken and actions in the
ESG area.

Company performance.
Active and transparent
communication.

Communicating about the
strategy, objectives
undertaken and actions in the
ESG area.

Building confidence in LUG
S.A. to acquire new business
financing opportunities.

Reporting as required.
Dialogue and consultation
in relation to proposed
regulatory changes.

Maintaining relationships
and engagement

with organisations.
Conducting educational
activities and promoting
energy-efficient solutions.
Offering jobs.

We determined the relevance of each stakeholder by examining the strength
of influence in a two-way dimension, that is:

T t he
T t he

strength
strength

t he
t he

of
of

LUG Groupds i
stakehol

der 6 s i

In the process of identifying material stakeholder groups, we took into account
the results of a benchmarking exercise of companies in the industry.

4.3

Material sustainability issues

The material assessment returned 27 issues on which we have a material impact

(i mpact

materiality)

or

wh i

c h mater.i

n f

al

mp act

y

on
uen
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materiality).
In order to determine the level of materiality and intensity of action and to allocate
appropriate resources, the identified sustainability issues were divided into 3 groups
with different management priorities.

Sustainability issues were analysed in terms of four parameters within the impact
materiality framework:

T
T

T
T

scale of impact,

scope of impact,
likelihood of impact,
remediability of impact.

In the case of financial materiality, the impact of the ESG issue on the development,
performance and business situation of the LUG Group was examined.

List of material sustainability issues in the LUG Group:

27 MATERIAL ESG ISSUES
with different management priorities*

Material issues with top management priority:

=2 =4 8 =4 48 -8 -

Energy efficiency.

Fuel and energy mix.

Greenhouse gas emissions.

Acquisition and use of raw materials and other materials.
Waste generation and management.

Circular business models.

Business conduct.

Material issues with medium management priority:

=4 =4 4 =8 8 -5 8 -5 -9 -5 -9

Adaptation to climate change.
Substances of concern and risk.
Space.

Empl oyeesd rights chdnroughout
Consumer/user rights.

Air, water and land pollution.
Biodiversity and ecosystems.
Equal opportunities.

Rights of community members.
Risk management system.
Payment practices.

Material issues with normal management priority:

T
1

Water intake and consumption.
Sewage disposal.

t he ve
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|l

Working conditions.

Other employee rights.

Structure and functioning of the cc¢
Internal audit.

Counteracting corruption and bribery.

Anti-competitive behaviour.

Political engagement and lobbying.

*) Management priority groups:

Top management priority means that the issue should be managed first and that appropriate resources should
be allocated to it.

Medium management priority suggests managing the issue and increasing organisational resources.

The normal management priority specifies that the issue should be managed with the same intensity and with similar
resources as at present.
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Materiality matrix from an

@ AreaE issues

insider and expert perspective:

© Area S issues @ Area G+ issues

Critical

|

Adapting to climate
change

Significant

Fayment practices

Risk management system 1

) )
%

/- Energy efficiency

reEPr—-0ZrZ-—m"

Important

Informational

1 -
-
Anti-corruption and bribery Il .
1 it
1 L
Fuel and enargy mix
Acquisition and use of raw materials and P -
materials L

Other rights of employsss

Equal opportunities ./_
Ve Consumer/ end-user right

gases emissi

Management structure and functioni

Rights of employees in the value chain

Internal control pmesses i

----‘_-;--_-
‘\_

Business ethics

G ting and waste

o e

Minimal

< =-H=r"Pp—AmMm-4r=

i\

Political involvement and lobby

Rights of members
of community

Waste water disposal !

Water intake and
consumption

-ll‘\llll

Anti-compstitive behavior

Minimal Informational

MATERIALITY OF

Important
IMPACT

\- Air, water and land

o

Significant

Substances of concern and risk

\— Bio-diversity and ecosysteams ¢

poliution

Critical
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4.4  Material sustainability risks and opportunities

The 2022 materiality assessment identified a number of sustainability risks
and opportunities belonging to specific areas.

ESG area

Management
area

Labour and
social issues
area

Environmental
issues area

Material risks and opportunities

1. Risk management system

2. Business conduct

3. Counteracting corruption and
bribery

4. Payment practices

5. Working conditions
6. Equal opportunities

7. Other employment rights

8. Consumer/end-user rights

9. Energy efficiency

10. GHG emissions

11. Fuel and energy mix

12. Adaptation to climate change

13. Acquisition and use of raw
materials and other materials

14. Circular business models

Persons/units managing the risk

President of the Management
Board, Vice President of the
Management Board of LUG S.A,
Strategic Finance and Risk Director,
Global Director of the Sales and
Marketing Division, Production
Director

President of the Management
Board, Legal Department, Head of
the Management and
Communications Office

President of the Management
Board, Legal Department

Sales Department, Accounting
Division, Management Board,
Finance Director

LUG Management Board,

HR Department / Proxy

LUG Management Board,
HR Department / Proxy

LUG Management Board,

HR Department/ Proxy, Legal
Department

Production Director, Sales and
Marketing Division Director, Legal
Department

Vice-President of the Management
Board of LUG S.A., Research and
Development Division Director
Vice-President of the Management
Board of LUG S.A., Production
Director

Vice-President of the Management
Board of LUG S.A., Production
Director

Production Director, Research and
Development Division Director,
Health, Safety and Fire specialist.
Production Director, Purchasing
Director

Vice-President of the Management
Board of LUG S.A., Production
Director, Research and
Development Division Director,

Global Sales and Marketing Division

Director

Details

Description
in chapter
3.8

Description
in chapter
9.5

Description
in chapter
8.6
Description
in chapter
7.7

The above-mentioned material sustainability risks and opportunities have been

described along with their management in individual chapters of the report.
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5. Sustainable lighting solutions from the LUG Group

We recognised the need for the transformation to energy-
efficient light sources decades ago when we joined
the lighting industry as one of the manufacturers based
I n Zi el oThepoténtial &t LED solutions has grown
over the years proving that this is the right business path
to follow. Today, LUG luminaires illuminate streets as well
as architectural and industrial buildings all over the world
q and, in the face of turbulent economic conditions and far-
reaching climate change, support an idea that everyone
already recognises - the idea of sustainable development.

Sustainability is a characteristic quality of the activities of our
organisation, which each year invests in innovative, energy-efficient solutions that form
a coherent whole in combination with an intelligent lighting management system. They
are close to nature, friendly to the environment, as well as people and other living
organisms. We support the reduction of greenhouse gas emissions, we offer
technology to generate significant savings to our partners, we influence the reduction
of light pollution by creating good light for people and for the animals that live right next
to us.

We are striving to reduce the carbon footprint embedded in LUG products
by developing the production area and looking for alternatives to carbon-intensive
energy sources. In 2022, the idea of investing in photovoltaics emerged, which we aim
to have in place by the end of 2023.

5.1 Sales structure

In 2022, our products illuminated facilities and streets in more than 76 countries around
the world. The share of LED in the structure of luminaire sales in the LUG Group
in 2022 was 100%.

2022 2021 2020
[PLN million] [PLN million] [PLN million]
Poland 106.87 81.38 69.33
Other countries in total,
; P 133.08 122.53 113.40
including:
Europe 92.29 91.02 79.41
Middle East and Africa 34.26 9.70 12.40
Other 6.54 21.82 21.58

Our export revenues in 2022 accounted for 55.5% of total revenues. The most
important export destination is the European countries, which accounted for 38.5%
of total sales revenue in 2022.

We work globally and regionally. In 2022, we operated from eight offices located

i n maj or Polish <cities (War saw, Gdyni a,

Sz
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of fices). Foreign busi ness relationships
companies located in Berlin, London, Sao Paulo, Posadas and Istanbul,
as well as sales representative offices in Dubai and Morocco.

5.2 LED technology

No one is surprised any more that LED technology is the most popular among modern
lighting solutions, responding to the needs and requirements of modern societies
and local authorities. Europe, where we are rooted, is the most informed market
as regards LED lighting, with the European industry alone accounting for around
20% of the global lighting market.

The main drivers of the market for high-performance
products are:
i1 increasing use of energy-efficient lighting
L 0 / solutions,
1 the falling cost of light-emitting diodes,
1 intensive infrastructure development activities
and increasing urbanisation,
i increasing consumer awareness of the durability of light sources,
1 government regulations on energy efficiency,
1 climate change.

LED technology is also being used worldwide as the basis for implemented solutions
in the area of intelligent lighting to collect information about pollution, humidity, noise
and the environment. Experts suggest that smart lighting is the future of LED lighting,
realising its full potential.

100% of our luminaires range are LED luminaires, which reduce energy consumption
and greenhouse gas emissions into the atmosphere. We produce state-of-the-art LED
modules with a wide range of applications. Depending on the functional requirements,
LED modules can be distinguished by particular parameters:

1 high efficacy of up to 200 Im/W

1 high flux - up to 30,000 lumens,

1 high colour rendering index - up to CRI>90,

1 colour control available - by mixing the light from the green, red and blue LEDs,
any intermediate colour can be obtained,

1 colour temperature controllability - when diodes with different colour
temperatures are used, there is the possibility of infinite adjustment within
the range of intermediate values,

i increased resistance to certain chemical compounds - thanks to the use
of diodes made with special technology, the modules can be characterised
by increased resistance to, among others, sulphur compounds and ammonia,

i1 shape - a single module can take any shape,

1 improved heat dissipation - the use of aluminium-substrate laminates reduces
the temperature of the diode junction, thereby extending the module's lifespan.
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Association of Lighting EquLiipgnmetnitnghManuf ac

We are an active member of the Association of Lighting Equipment Manufacturers

APl ghtingo. The organisation brings togethe
and professional lighting equipment, works to improve the innovation

and competitiveness of the lighting sector, and cooperates with government

authorities, sectoral research institutes and other industry organisations. It also serves

to exchange experience, expertise and solutions that allow all members to develop

their own know-how. As a member of Pol-Lighting, using our many years of experience

in the lighting industry, we influence and participate in the initiatives implemented

by the Association.

Pol-Lighting promotes LED technology and cooperates with market surveillance
authorities regarding the compliance of products allowed for sale in Poland with EU
standards and Polish legislation. It takes action to eliminate unfair practices, supporting
the development of free competition and the development of the Polish lighting
industry.

In 2022, initiatives of Pol-Lighting included:

1. Renovation Wave Initiative, aimed at doubling the rate of replacement of sodium
lighting with LED lighting in public buildings, private buildings and those of local
government units. The initiative aims to reduce CO2 emissions by 55% across
the EU by 2030 and includes:

1 measures to promote energy-efficient lighting solutions;

1 educational webinars for local government units;

1 cooperation with the Future Industry Platform Foundation;

1 cooperation in the training provided by the Union Development Committee

for local government units (continued in 2023).

2. Press publications and online meetings with the Ministry of Development
and Technology to prepare the Digital Lighting+ programme. This programme would
allow for the replacement of street lighting by municipalities in the Republic of Poland.
The minimum energy savings to be met are 55% per year. In 2023, the renovations
will also include interior lighting.

3. Participation in the Energy Labelling project in cooperation with Lighting Europe,
co-developing requirements for the energy labelling of light sources in order to adapt
energy labelling classes to technological developments and support the uptake
of newer lighting technologies.

4. Running a Quality Monitoring Programme for lighting products through a Programme
Board made up of lighting experts selected from Pol-Lighting member companies.
It cooperates with market surveillance authorities, i.e. UOKIK/UKE, in order
to eliminate from the market lighting products that do not meet the requirements
of regulations and standards, the introduction of which to the Polish and European
markets distorts free competition.
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Pol-Lighting experts also share knowledge during conferences and press meetings,
increasing awareness of lighting products, their technical, legal, functional
and information requirements.

5.2. LUG URBAN lighting management system

The proprietary URBAN control system, developed by BIOT, our subsidiary, provides
intelligent lighting control by allowing the status of each luminaire to be monitored,
electricity consumed to be measured, scheduling to be carried out and lighting
to be automatically adapted to prevailing conditions such as weather or traffic levels.
The URBAN system organises wireless communication and power supply for other
smart city verticals, owing to which it is the foundation for the development of smart
cities.

It can be used successfully in both compact urban structures and dispersed rural
areas. The speed and dynamics of the system also allow it to be used where
the demands are greatest, namely on motorways and motorways.

The URBAN system can contribute to:

improving safety;

increasing peoplebs comfort

limiting light pollution;

reduction in electricity consumption and savings in local government unit
budgets;

1 reduction in the carbon footprint.

== =4 =4 =

In addition, it makes it possible to better use the full potential of LED technology, extend
the life of the infrastructure and improve its safety and reliability.

The Open Programme Interface (API) used to integrate URBAN and its proven
readiness to work with other subsystems and third-party luminaires mean that URBAN
creates a flexible ecosystem to prepare cities and towns for the future.

The use of innovative technologies and top-of-the-range lighting solutions are also
preparing cities for the next challenges in the implementation of Smart City technology
in the future. The BIOT company is constantly developing the system with new areas.

5.3. Quality and safety of LUG products

Consumer safety
When designing and manufacturing luminaires, our experts pay particular attention
to the comfort and safety of their use for our customers, who include:

1 local government units upgrading street lighting infrastructure,
1 general contractors for office, retail, educational or medical buildings.

The consumers/end-users of our products are all people who are in the space
illuminated by LUG luminaires, e.g. people moving around in public spaces or staying
in buildings.
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The process of delivering the highest quality goods to the customer consists of both
care for the safety of product installation and its use at each stage of the life
of the supplied equipment.

Quality control

of the tools
made
Quality control
Concept Product of LED light
phase implementation / sources
—ly — General

quality control

Quality control
of luminaire
housings

Quality control
of ordered
components

The luminaires produced by LUG meet all European requirements and standards
which is a key condition for admitting products to the market and the basis for placing
them on the EU market. The authorisation of products for sale is also regulated
by two directives:

1 Directive 2014/35/EU of the European Parliament and of the Council
of 26 February 2014 on the harmonisation of the laws of the Member States
relating to the making available on the market of electrical equipment designed
for use within certain voltage limits (the so-called Low Voltage Directive LVD);

1 Directive 2006/42/EC of the European Parliament and of the Council
of 17 May 2006 on machinery (so-called Machinery Directive).

Moreover, LUG luminaires are also manufactured in accordance with the provisions
of Directive 2009/125/EC of the European Parliament and of the Council of 21 October
2009 establishing general principles for setting ecodesign requirements for energy-
related products (the so-called Ecodesign Directive), which concerns energy
and emission requirements and talks about levels of energy consumption so that
products become increasingly environmentally friendly.

The safety of our products is confirmed by:

EU Declaration of Conformity (CE);

MA Declaration of Conformity;

Compliance with Ukrainian standards;

HACCP certificate;

ENEC certificate;

EAC Certification and Declarations;

Compliance with ISO 9001 - Quality Management System, ISO 50001 - Energy
Management System and ISO 17025:2018 - laboratory recognition to perform
photometric, thermal, leakage, colorimetric, electrical tests.

=4 =4 4 45 4 5 4
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An additional proof of safety of LUG products are numerous other tests carried
out in the LUG Group laboratory: corrosion, UV, ball impact, vibration and 3G tests,
CNBOP, electromagnetic compatibility, PZH, IK, IP, GWT, ROHS, ZHaga-D4
certificates and others.

Selected LUG luminaires also have certificates issued by certifying institutions

on individual markets on which the company operates. As user comfort and safety

are such an i mportant part of our |l uminaire
are treated with the utmost care and the highest priority in compliance with regulatory
requirements.

Compliance of products with RoHS Directive

LUG Light Factory employees do their due diligence by collecting RoHS compliance
declarations from our suppliers. Furthermore, the declared quality of the luminaires
and components is verified during independent tests commissioned to an external
accredited laboratory.

We comply with the provisions of Directive 2011/65/EU of the European Parliament
and of the Council of 8 June 2011 on the restriction of the use of certain hazardous
substances in electrical and electronic equipment, hereinafter the "RoHS Il Directive"
introduces restrictions on the use of certain substances in electrical and electronic
products. The provisions of RoHS Il Directive have been in force since 3 January 2013
and are intended to improve the protection of human health and the environment
at all stages of product life, including recovery and disposal of waste electrical and
el ectronic equipment, hereinafter referred t

Compliance of products with the WEEE Directive

As a manufacturer of luminaires, we are required to have a permit for the generation
of waste from the operation of the plant and we must comply with requirements
regarding, among other things, the disposal of electronic equipment.

Each declaration of conformity attached to a luminaire includes information
that the LUG products are compliant with:

1 Directive 2011/65/EU of the European Parliament and of the Council of 8 June
2011 on the restriction of the use of certain hazardous substances in electrical
and electronic equipment (OJ of the EU L 174, 01.07.2011, p.88, as amended);

91 Directive 2009/125/EC of the European Parliament and of the Council
of 21 October 2009 establishing a framework for the setting of ecodesign
requirements for energy-related products (OJ of the EU L 285, 31.10.2009,
p. as amended)

Our products are marked with a crossed-out wheeled bin symbol, which means that
waste from used equipment should not be disposed with other waste. Waste electrical
and electronic equipment, on the other hand, must be handed over to a company that
is authorised (by administrative decision) to collect this type of waste.

We document all waste management processes and report on the equipment
produced and packaging introduced in the BDO electronic waste database.
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In our operations, we use the services of the electronic and electrical equipment
recovery organisation Elektroeko, which takes over the statutory obligations
of the producer of electrical equipment. In 2022, the weight of luminaires entering
the domestic market was 1,035,192 kg and 976,317 kg for export markets.

In 2022, there were no violations of procedures regarding the safety
of products and services in the LUG S.A. Group.

In 2022, no proceedings were initiated, completed, or pending against
companies from the LUG S.A. Group conducted by the Office of Competition
and Consumer Protection or similar offices in other countries. There are also
no penalties for non-compliance with laws and regulations.

In 2022, there were no cases of non-compliance with regulations and
voluntary codes concerning marketing communication at LUG. There were
no administrative cases pending against LUG for non-compliance with the law and
regulations on issues related to the reliability and ethics of marketing communication.

In 2022, there were no cases of non-compliance with the labelling
of LUG products, and no administrative proceedings were conducted against LUG
due to incorrect labelling.

EPREL database and Environmental Product Declarations (EPD)

As a manufacturer of light sources, LUG Light Factory is subject to the requirements
of the following regulations:

1 2019/2015 - Commission Delegated Regulation (EU) 2019/2015 of 11 March
2019 supplementing Regulation (EU) 2017/1369 of the European Parliament
and of the Council with regard to the energy labelling of light sources and
repealing Commission Delegated Regulation (EU) No 874/2012 (Text with EEA
relevance).

1 2019/2020 - Commission Regulation (EU) 2019/2020 of 1 October 2019
establishing ecodesign requirements for light sources and separate control gear
pursuant to Directive 2009/125/EC of the European Parliament and
of the Council and repealing Commission Regulations (EC) No 244/2009, (EC)
No 245/2009 and (EU) No 1194/2012 (Text with EEA relevance).

Our luminaires are classified according to the definition as an equipped product?,
and we have therefore included information on the energy efficiency class of the light
source that is part of the luminaire in the Installation Manual. We have also created
luminaire dismantling manual available on our website which, in addition to providing
information on how to dismantle the luminaire, explain how to further deal with
the waste.

The LED modules were classified as light sources, for which the corresponding
efficiency classes were assigned, and registered in the EPREL database.

1 The equipped product has at least one light source or at least one separate control fixture, or both.
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Having recognised the needs and requirements of the market, at LUG Light Factory
we launched a project to implement Environmental Product Declarations (EPDSs)
for luminaires. This document contains an analysis of the environmental impact
of the product throughout its life cycle.

Product labelling

Our responsibilities as a manufacturer include the correct labelling of the product.
Luminaires are marked with rating labels which must comply with the PN-EN 60598-1
standard and additionally with the guidelines of European Union directives.

The labels of our luminaires contain, among other things, the following data:
name of the luminaire/ component;

index;

power, voltage;

manufacturer data;

production date;

order number;

certificates;

EAN Code;

quality control confirmation.

= =4 4 4 -4 4 8 9

=

Component quality

Standards, which should be met by semi-finished products and components delivered
to LUG, should be based on guidelines adopted and approved by the PKN national
standardisation body for a given group of components, be compliant with EU directives
(CE marking) and meet the declaration of material conformity with the RoHS directive.
Components should be based on dimensional standards with an indicated degree
of tolerance e.g. PN-EN 22768-1.

Luminaire installation

In most cases the luminaires we supply are installed by third parties with whom
the Group does not maintain a contractual relationship. In such cases,
the responsibility for the installation of the luminaires lies with the client/ordering party.
In some cases, as a result of, inter alia, public procurement processes,
the responsibility for the installation of the luminaires rests with LUG, if the company
has been specified in the order as the General Contractor and a party to the contract.
The contractor is selected in such a procedure on the basis of the criteria indicated
in the Terms of Reference - these are most often the price, declared guarantee period,
order completion date and achieved power of the luminaire installed as a result
of the project. In this type of case, we do not act directly as a subcontractor-installer,
but employ installation, assembly, etc. companies for the duration
of the implementation period under a subcontracting agreement and commission them
with this type of work. Within the LUG S.A. Capital Group, the function of an installation
and assembly company may be entrusted to LUG Services, or this company may act
directly as a General Contractor.
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The LUG Group is supervised directly by the Ordering Party, which can carry out the
supervisionon i ts own, or commi ssion the Ilnvesto
an obligation is specified in the building permit, but there are no obstacles to using

such a function at will). The care for OHS standards is regulated by law,

and t he subcespoaci i dsty for t he subcontr
with the subcontractor. This obligation is governed by the Contractor-Subcontractor

agreement.

5.4. Responsible marketing communication

Over the years, the communication structure in the marketing sphere has evolved
providing responsible content through various communication channels to raise
awareness among our target groups and the public.

As a manufacturer of LED lighting supplied to countries around the world, we know the
responsibility that such an activity brings. We make every effort to share our knowledge
of energy-efficient lighting and the financial and environmental savings it generates,
through training, lectures and industry events.

Educating architects and designers in the field of lighting design

Architects have a special role in the conceptual processes involving our luminaires.
It is they who, at the design stage of a building or public space, make the first decisions
to permit their use in the design. It is up to the skill and competence of the architects
and their collaboration with the lighting designers to ensure that the lighting system
designed is effective and responds accurately to the future needs of the users.

We appreciate the direct influence that architects and designers have in shaping our
product range. In order to further develop and fine-tune the framework
for collaboration, we have created the Architect Support Programme. With an in-house
design team, we provide support to architects and designers interested in working with
us in terms of training and technical support. In addition, for several years, we have
been cooperating with reputable companies providing tool palettes for architects,
designers and graphic designers. The result of the joint activity is comprehensive
support for the above-mentioned professional groups in the field of all kinds
of architectural models.

Cooperation within the Architect Support Programme allows us to adjust and optimise
solutions to individual needs. The end results of the cooperation are:

1 savings in the design phase;

1 ROIl analysis;

1 cost and energy optimisation.
In 2022, as part of the improvement and training process of the Architect Support

Programme, we dedicated approximately 8 training hours per person during
the following events:

1 a series of CPD (Continuing Professional Development) training courses -
Utilising BIM Enabling Tools to get your light right - prepared by academic
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centres to provide valuable educational content to improve skills, knowledge
and understanding of the latest trends. The content presented by our team
is each time evaluated and accredited (by centres such as RIBA, CIBSE).
The training participants include architects, consultants and engineers who
want to improve their qualifications and apply the knowledge they have gained
in their daily work;

ARCHIFEST 2022 - as part of a multi-year collaboration with the Maison
de I'Architecture, our staff hosted an ArchiFest evening which, for architects
in the Grand Est region, provides a summary of the year and a presentation
of projects to be implemented for the coming year. We had the pleasure
of presenting completed lighting designs, the way we work, our product range
with particular emphasis on design support with a short panel discussion.
Approximately 70 people from the r
The meeting confirmed the quality of our lighting solutions and allowed LUG
to be included i keptbyehitects fomehe egon eho lare
implementing projects throughout France;

Journees de l'architecture 2022 - from 23.09 - 31.10.2022 we exhibited the LUG
stand presenting our lighting designs. Approximately 3,500 people, mainly from
the world of architecture and numerous design studios, attended the conference
and its behind-the-scenes discussions, which provided a space
for the exchange of experiences and the presentation of innovative lighting
solutions;

SARPFR 2022 Award - The Association of Polish Architects in France has
awarded its annual PRIX SARP FR 2022 award for the most interesting
engineering diploma design of 2021. LUG was a patron of the event
and the founder of the main prize.

egiono
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6. Performance indicators and compliance with the Taxonomy

6.1. Non-financial key performance indicators

. Change

Unit 2019 2020 2021 2022 voy  Goal
Work area
Average number of training hours h 18.0 9.3 9.8 18.0 +83.5% 30
per employee
Rotation rate of employees %  11.7% 16.9% 17.1% 14.8% -2.3%  4.0%
employed for an indefinite period of
time
Gender Pay Gap Ratio % 412% 26.9% 27.0% 285%  +15pp 0%

0, 0, 0, 0, 0, - 0,

Glass Ceiling Ratio %  13.3% 13.0% 13.8% 11.7% 2.1pp 0%
Social area
Number of complaints reported by pcs. 0 0 0 0 - 0
local communities
Number of architects and designers pes. 1,377 456 1,623 3,699 +227.9% 1,000
attending training courses and
lectures on lighting
Environmental area
Energy consumption per luminaire kWh/ 15.0 11.1 10.8 11.0 +2.2% 12.3
produced pcs.
Mass of greenhouse gases emitted kg CO2ze/ 4.85 3.76 3.87 3.89 +0.7% 4.30
to the atmosphere under Scope 1 pcs.
and 2 location-based per luminaire
sold
Mass of greenhouse gases emitted kg COz¢/ n.d. nd. 12641 13532 +7.0% -
to the atmosphere under Scope 1 + pcs.
2 market-based + 3 per luminaire
sold
Weight of waste per luminaire kg/ pcs.  0.919 0.920 0.881 0.778 -7.9% 0.63
produced
Compliance with the EU Taxonomy for sustainable economic activities
Percentage of turnover in line with % nd? 91.40% 90.06% 77.27% -12.79pp -
the Taxonomy
Percentage of capital expenditure % nd” nd.” 4.38% 89.05% +84.67pp -
(CapEx) compliant with the
Taxonomy
Percentage of operational %  nd? nd.” 62.40% 75.58% +13.18pp -
expenditure (OpEX) in line with the
Taxonomy

*) We calculate, assess and report the degree of compliance with the EU taxonomy
for sustainable economic activities starting with the 2019 report. In the first two years,
the calculations were based directly on the content of Regulation 2020/852 or on the
draft acts delegated to it. The issuance of final delegated acts by the regulator in 2021
and the issuance of interpretations by the European Commission in 2022 on reporting
compliance with the Taxonomy have improved the methodology for calculating
the percentage of turnover (from 2020) and CapEx and OpEx (from 2021),
so that these items for previous years are not fully comparable.

**) The provisions of the Taxonomy came into force during the period of the Strategic
Development Directions and therefore the decision was taken not to set targets
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in relation to them. The strategic objectives in relation to these three indicators
wi || be defined in the LUG Groupdbds sust ai

***) With the development and adoption of the LUG Group Sustainability Strategy,
reduction targets will be developed. Work on the strategy is planned to start in 2023.
The calculation of GHG emissions in scope 3 was carried out for the first time in 2022.

6.2. Compliance with the EU Taxonomy for sustainable activities

It is for the fourth time that we disclose in this report, this time for 2022, information
regarding the EU Taxonomy of environmentally sustainable activities. The EU
Taxonomy (hereinafter referredtoas: Tax onomy) transposes sthe
climate and environmental objectives into technical criteria for assessing whether

an activity can be considered sustainable in relation to the 6 environmental objectives.

The EU taxonomy is therefore a classification system that shows what proportion
(% share) of our business, analysed based on turnover, capital expenditure (CapEx)
and operating expenditure (OpEX), is environmentally sustainable.

According to the taxonomy, an environmentally sustainable activity is one that
simultaneously:

1 Makes a substantial contribution to at least one environmental objective;

1 Does not do serious harm to any environmental objective;

1 Is carried out in accordance with Minimum Safeguards;

1 Meets technical screening criteria.

The systematisation is structured around 6 environmental objectives:

AN
.Climate change mitigation
.Climate change adaptation

\

Sustainable use and protection

|
‘ Transition to a circular economy

[

. Pollution prevention and control

. Protection and restoration of biodiversity and ecosystems
Vs

The Technical Screening Criteria (TSC)c | ar i f y t Substamt@ltconwibutioo f 6
criteria0 abDade 5 Not Si g ni These are getl oyt inHAairexas | and I

nab

Eu
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of Commission Delegated Regulation (EU) 2021/21392, as extended by Commission
Delegated Regulation (EU) 2022/12143.

The European Commission has so far only issued delegated acts specifying the criteria
for a substantial contribution for the first two objectives:

1 climate change mitigation,

1 climate change adaptation.

In future, the criteria will be extended and will also include the conditions that an activity
should meet in order to make a substantial contribution to the other four environmental
objectives.

As the LUG Capital Group, in this report we disclose for the third time the share
of activities that are taxonomy-aligned and for the fourth time the share of activities
that qualify for the taxonomy. The disclosure in this report relates to the most recent
financial year, i.e. the period 01.01.2022.-31.12.2022.

Compliance of the activities carried out by the LUG Capital Group
with the EU Taxonomy

As a result of our analyses, we determined the following percentage of turnover, capital
expenditure (CapEx) and operating expenditure (OpEX) in line with the systematic:

Turnover CapEx OpEx
0. %0
22.%
77 .%
89.05% 75.58%
®  Environmentally sustainable W n = Environmentally sustainable v n = Environmentally sustainable  w n

activities

Taxonomy-eligible but not
aligned

Taxonomy non-eligible w

activities

activities

Taxonomy-eligible but not
aligned

Taxonomy non-eligible w

activities

activities

Taxonomy-eligible but not
aligned

Taxonomy non-eligible N
activities

2 Commission Delegated Regulation (EU) 2021/2139 of 4 June 2021 supplementing Regulation (EU) 2020/852
of the European Parliament and of the Councikbiablishing the technical screening criteria for determining

the conditions under which an economic activity qualifies as contributing substantially to climate change
mitigation or climate change adaptation and whether that economic adkést/notcause significaly harm

to any other environmental objectives.

3 Commission Delegated Regulation (EU) 2022/1214 of 9 March 2022 amending Delegated Regulation (EU)
2021/2139 as regards economic activities in certain energy sectors and Delegated RegilatkRiP{/2178

as regards specific public disclosures for those economic activities.
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Our ongoing examination of the compliance of the activity with the EU Taxonomy
showed that:

1 The environmentally sustainable activities in 2022 yielded: 77.27% of turnover,
89.05% of capital expenditure and 75.58% of operating expenditure.

1 Eligible but non-systematically compliant (environmentally unsustainable)
activities in 2022 were from: 0.00% of turnover, 5.69% of capital expenditure
and 24.42% of Group operating expenditure.

1 In 2022 non-taxonomy-eligible activity yielded: 22.73% of turnover, 5.27%
of capital expenditure and 0.00% of Group operating expenditure.

Turnover CapEx OpEx
Value in 2022 [million PLN] 240.0
Not enwronme_ntally sustamable activities 0.00% 5.69% 24.42%
(Taxonomy-eligible but not aligned)
Taxonomy non-eligible activities 22.73% 5.27% 0.00%

Due to the change in the Taxonomy legislation and its gradual entry into force in recent
years, the data reported for 2022 are not comparable to those presented in previous
reports.

In the remainder of this chapter, we describe the process of examining alignment
with the taxonomy, the accounting principles used and a detailed discussion of the
three performance indicators with tables prepared in accordance with the so-called
Article 8 Delegated Act, Commission Delegated Regulation (EU) 2021/21784.

Steps in the examination of taxonomy-alignment

We carried out the process of Taxonomy-alignment assessment with the participation
of:
i our accounting team, including the Director of Finance and the Chief Accounting
Officer,
9 our Investor Relations and ESG team, including the Head of the Management
and Communications Office and the Investor Relations and ESG Specialist,

with the support of MATERIALITY, an external advisory company.

4 Commission Delegated Regulation (EU) 2021/2178 of 6 July 2021 supplementing Regulation (EU) 2020/852
of the European Parliament and of the Council by specifying théembiand presentation of information

to be disclosed by undertakings subject to Article 19a or 29a of Directive 2013/34/EU concerning environmentally
sustainable economic activities and specifying the methodology to comply with that disclosure obligation
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We carried out the process in the following four stages:

Stage 1: Identification

Guided by the activity descriptions in the annexes to Commission Delegated
Regulation (EU) 2021/2139, we have reviewed our activities - in terms of revenue,
capital expenditure (CapEx) and operating expenditure (OpEX) in 2022 and identified
those activities that are taxonomy-eligible.

Stage 2: Allocation

We then assigned the corresponding turnover, capital expenditure and operating
expenditure realised by the LUG Group in 2022 to each activity identified
as Taxonomy-eligible. The details of the allocation methods used are described
in the fAiAccounting policieso paragraph in th

Stage 3: Verification
We verified alignment with the Taxonomy using 2 types of tests:

1 For all identified activities, we carried out an assessment of thei Sub st ant i al
contribution c r i t amd fi aooBlat Significantly Harmo ¢ r usingetheiT&Cs
set out in the annexes to Commission Delegated Regulation (EU) 2021/2139.
Details of the assessment are set out in the Verification of compliance with
the Technical Screening Criteria section.

1 We have also carried out an assessment of whether the Minimum Safeguards
are met. Details of the assessment are set out in the Minimum Safeguards
section.

Stage 4: Calculation

The calculation stage consisted of using the information resulting from stages two
and three to draw up tables containing the required information and preparing
this supplementary information, as required by Annexes | and Il of Commission
Delegated Regulation (EU) 2021/2178.

Minimum Safeguards

We examined compliance with the requirements of the Minimum Safeguards using
the recommendations in the Final Report on Minimum Safeguards by the Platform
on Sustainable Finance. The Minimum Safeguards are set out in Article 18
of Regulation 2020/852 and are based in large part on conducting due diligence
processes as defined in the UN Guiding Principles on Business and Human Rights
and The OECD Guidelines for Multinational Enterprises. Although the Platform on
Sustainable Finance report is not a piece of legislation, it is the only currently available
source of interpretation on the Minimum Safeguards, issued by a body functioning
under the European Commission and established under Regulation 2020/852.
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The Platform on Sustainable Finance identified 4 premises and concluded that meeting
at least one of them meant non-compliance with the requirements of the Minimum
Safeguards.

The four conditions and the assessment method are described in the table below:

1 on human rights, bribery and corruption, unfair o :
" - and commissioned an external consulting company to
competition and taxation. ;
analyse corporate documents and processes in our
LUG Group. The analysis helped conclude that due
diligence processes are in place within the LUG Capital
Group.
In order to verify this, we have reviewed - in
cooperation with representatives of the Legal and HR
. . . Department, the Management Office and
e B s Communcaions ~ whether there are any fia
tvpes of labour or human riahts litigation convictions against the Company in the areas of
yp 9 9 ) human rights, corruption, fair competition behaviour
and taxation. As a result of such verification, we found
that there was no information on such final judgments.
. . . We have verified the OECD NCP reporting database,
3 t%%ﬁac?fpgi%??ggg%nNgg;} the OECD National which showed no reports against the LUG Group for
the period from 01.01.2022 to 31.12.2022.
The Business and Human Rights Resource Centre We have verified the Business and Human Rights
4 (BHRRC) took up the allegation against the Resour ces Centreds ( BHRF
company and the company did not respond within  which showed no reports against the LUG Capital
three months. Group for the period from 01.01.2022 to 31.12.2022.
As a result of the analysis, we det er mi

Conditions

Inadequate or non-existent due diligence processes

How did we assess this?

As part of our due diligence process verification,
we completed an extensive questionnaire as part of
our self-assessment - based on the methodology
proposed by the Platform on Sustainable Finance
(World Benchmark Alliance Core UNGP Indicators)

in 2022 were conducted in accordance with the Minimum Safeguards.

Verification of compliance with the Technical Screening Criteria (TSC)

We carried out the verification of compliance with the Technical Screening Criteria
for all taxonomy-eligible activities and consisted of an analysis of the individual criteria
of Substantial Contribution and Does Not Significantly Harm, and a check of the extent
to which the activity complies with the TSC as set out in Annexes | and Il
of Commission Delegated Regulation (EU) 2021/2139%, as extended by Commission

Del

egated Regulation (EU) 2022/12148.

The following table presents the activities carried out within the framework of the TSC
assessment for the two most relevant activities for our Group, namely:
i for activity 3.5. Manufacture of energy efficiency equipment for buildings,

5 Commission Delegated Regulation (EU) 2021/2139 of 4 June 2021 supplementing Regulation (EU) 2020/852
of the European Parliament and of the Council by establishing the technical screening criteria for determining
the conditions under which aaconomic activity qualifies as contributing substantially to climate change
mitigation or climate change adaptation and whether that economic activity causes no siynfferantto any

other environmental objectives.

6 Commission Delegated Regulation (ER022/1214 of 9 March 2022 amending Delegated Regulation (EU)
2021/2139 as regards economic activities in certain energy sectors and Delegated Regulation (EU) 2021/2178
as regards specific public disclosures for those economic activities.
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i for activity 3.6. Manufacture of other low carbon technologies.

Toget her, these activities accounted for mo
turnover and nearly 90% of the LUG Groupo0s ¢
volume of the report, we have decided not to include detailed descriptions of the TSC

assessment for each activity, and the table below is intended to present the approach

and detail of the analysis; it was carried out in an analogous manner for each

of the Taxonomy-eligible activities.

fiSubstantial Contributiono criterion

The luminaires we manufacture are energy-efficient products, thus
contributing t o i mproving t he

Climate change mitigation operations and therefore reducing energy consumption
and greenhouse gas emissions. Laboratory test reports were used to
determine whether the premise was met.

Criteriafori Does Not Significantly Har mo

The climate risk analysis did not identify the presence of any of the

Climate change adaptation risks listed in the table in relation to LED modules.

The analysis determined that the production and the operation of LED
luminaires, throughout the product life cycle, does not have
a significant impact on water and marine resources.

Sustainable use and protection of water
and marine resources

The luminaires manufactured are registered in the EPREL database,
Transition to a circular economy and their compliance with the ROHS and REACH directives has also
been confirmed.

The verification of production components used in terms of the content
of hazardous substances and compounds was carried out in

Pollution prevention and control accordance with the EU ROHS and REACH directives. In the analysis,
declarations from component manufacturers or laboratory test
documents were used.

A full set of environmental impact assessment documents is in place
Protection and restoration of biodiversityf or one of the LUG Groupds prodt
and ecosystems facility, an environmental impact assessment document approved by
an external health and safety expert for the plant expansion is in place.

Accounting Policy

In order to calculate the proportion of Taxonomy-eligible and Taxonomy-aligned
turnover, capital expenditure (CapEx) and operating expenditure (OpEXx), we applied
the following rules:

Turnover

With regard to turnover, the basis was the total consolidated revenue of the LUG
Capital Group in 2022, as disclosed in the 2022 Consolidated Financial Statements
under the heading Consolidated Statement of Comprehensive Income, described
in Note 1. The numerator consisted of turnover related to Taxonomy-eligible and
Taxonomye-aligned activities.
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Capital expenditure (CapEx)

With regard to capital expenditure (CapEXx), the basis was the capital expenditure
accounted for at the individual LUG Capital Group companies. The total amount
of capital expenditure is presented in Notes 13 and 15 to the 2022 Consolidated
Financial Statements. The numerator consisted of CapEx relating to Taxonomy-
eligible and Taxonomy-aligned activities.

Operating expenditure (OpEXx)

With regard to operating expenditure (OpEXx), the basis was all costs used to operate

the LUG Capital Groupb6bs assets on an ongoing
order. This includes costs such as those related to maintaining the proper functioning

of buildings, equipment and production lines used by the LUG Group. The numerator

consisted of OpEX relating to Taxonomy-eligible and Taxonomy-aligned activities.

For operating expenditure, which are defined in the Commission Delegated Regulation

(EU) 2021/2178 in a way that does not refer to international financial reporting
standar ds, al | accounts in the LUG Groupo6s
reviewed, and the identified items meeting the OpEx definition are then assigned

on a case-by-case basis to a particular Taxonomy-eligible activity or to a set of other

operating expenditure (not Taxonomy-eligible).

Other information

The data used for the calculations came from the financial and accounting system
of LUG S.A. and from the financial and accounting systems of the individual
subsidiaries comprising the Group.

The Group has avoided double counting when allocating turnover and capital
expenditure through consolidation exclusions in accordance with the applicable

accounting regulations. For operating expenditure, which are defined

in the Commission Delegated Regulation (EU) 2021/2178 in a way that does not refer

to international financial reporting standar
and accounting system were reviewed, and the identified items meeting the OpEXx

definition are then assigned on a case-by-case basis to a particular Taxonomy-eligible

activity or to a set of other operating expenditure (not Taxonomy-eligible).

No activities contributing to more than one environmental objective were identified
during the analysis. There was therefore no need for special procedures to avoid
double counting.

The analysis showed that there was no need for a detailed disaggregation of the key
performance indicator s bakoperating onitstirhaecor@ance u p 6 s i
with section 1.2.2.3. Annex | of Commission Delegated Regulation (EU) 2021/2178.
For more information, see the comments on the individual key performance indicators.

As the LUG Capital Group, we do not carry out, finance or have exposure
to the activities referred to in sections 4.26 - 4.31 of Annexes | and Il of the Commission
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Delegated Regulation (EU) 2021/2139 (activities related to the generation of energy
through nuclear processes and the production of energy from gaseous fossil fuels).
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Proportion of the Taxonomy-aligned turnover of LUG Group in 2022

A — e DNSH criteria
Substantial contribution criteria (*Does Not Significantly Harm")
Economic activities Code(s) Absolute Proportio c c 3 c c 4] Taxonomy | Taxonomy | Categor Category
turnover n of 2 2 g g 2 = » | -aligned -aligned y (transitiona
turnover =5 g o E - = g o E Rl g proportion | proportion | (enablin | activity)

k= s 3 5 = = ks 3 5 So | S of of g

2 ® © 5 s >5 3 ® ® 5 s >5 | & | turnover, | turnover, | activity

o > g S 5 9% | o S g & = 2% | § | year2022 | year 2021 or)

g 8 E| &8 | 35 |28 2| B | E| & | 3 |28]c¢€

S S|l | 3| * 88| S| S| =2 | 38| "% |88]|¢E

o = = ) 2 9 =

S| g s (o) @ ki B s o @ £

E £ 9 £ £ g =

o o S o s S

PLN million % % % % % % % Y/N YIN Y/N YIN Y/N Y/N 'Y\‘I % % E T

A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1 Environmentally sustainable activities (Taxonomy-aligned)
Manufac_ture of energy efficiency equipment 35. 55.1 22 95% 100.00 0.00% 0.00 0.00 0.00 0.00 v v v v v Y 22 95% na E
for buildings % % % % %
Manufactl_Jre of other low carbon 36. 1273 53.07% 100.00 0.00% 0.00 0.00 0.00 0.00 v v v v v v 53.07% na E
technologies % % % % %
Data-d_nven solutions for GHG emissions 8.0 03 0.13% 100.00 0.00% 0.00 0.00 0.00 0.00 v v v v v v 0.13% nia E
reduction % % % % %
Computer programming, consultancy and o o 100.00 0.00 0.00 0.00 0.00 o
related activities 8.2. 2.7 1.11% 0.00% % % % % % Y Y Y Y Y Y 1.11% n/a
Turnover of environmentally sustainable o o o 0.00 | 0.00 | 0.00| 0.00 o
activities (Taxonomy-aligned) (A.1) 185.4 71.27% | 76.15% 1.11% % % % % 71.27% nfa
A.2. Taxonomy-eligible but not environmentally sustainable activities (not Taxonomy-aligned activities)
Turnover of Taxonomy-eligible but not
environmentally sustainable activities (not 0.0 0.00% 0.00% n/a
Taxonomy-aligned activities) (A.2)

Total (A.1.+A.2)) 185.4 77.27% 77.27% n/a

B. TAXONOMY-NON-ELIGIBLE ACTIVITIES

Turnover of Taxonomy-non-eligible )
activities (B) 54.6 22.73%

Total (A+B) 240.0
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Within the LUG Group, turnover is generated primarily from the manufacture and sale ofenergy-e f f i ci ent LED | umi nai r e
consolidated turnover amounted to PLN 239.97 million in 2022, of which PLN 185.4m is Taxonomy-eligible under the following
activities:

1 3.6. Manufacture of energy efficiency equipment for buildings in Annex I;

1 3.5. Manufacture of energy efficiency equipment for buildings in Annex I;

1 8.2. Computer programming, consultancy and related activities in Annex Il;
1 8.2 Data-driven solutions for GHG emissions reduction in Annex I.

For all of the aforementioned activities, compliance with the Technical Screening Criteria was confirmed and the associated turnover
was deemed to be Taxonomy-aligned.

In addition, in 2022 the Group received PLN 54.6 million in revenue from Taxonomy-non-eligible activity. This turnover came mainly
from the sale of goods and materials PLN 5m, construction services PLN 5m and products using LED modules with lower energy
classes.

The propotion of turnover from environmentally sustainable activity (Taxonomy-aligned) in total turnover was 77.27% in 2022,
and the propotion of turnover from Taxonomye-eligible but not aligned activity was 0.00%. Overall, the proportion of turnover from
Taxonomye-eligible activity was 77.27%. The remaining 22.73% of turnover is attributable to turnover from Taxonomy-non-eligible
activity, i.e. for which the regulator has not established Technical Screening Criteria in the annexes to the delegated act.
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Proportion of the Taxonomy-aligned capital expenditure (CapEx) of LUG Group in 2022

. I N DNSH criteria
Substantial contribution criteria ("Does Not Significantly Harm")
Economic activiies Code(s Absolute Proportion of c s c 5 Taxonomy- Taxonomy- Category Category
) CapEx CapEx 2 1 2 = %) aligned aligned (enabling (transitional
S £ ® > S g ) > e tion of tion of tivit tivit
o = = g i o = = g = = proportion of | proportion o activity activity)
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A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1 Environmentally sustainable activities (Taxonomy-aligned)
Manufacture of energy
. . 100.00 0.00 0.00 0.00 0.00 0.00
eff!cu_ency equipment for 3.5. 3.0 26.88% % % % % % % Y Y Y Y Y 26.88% n/a E
buildings
Manufacture of other low 100.00 0.00 0.00 0.00 0.00 0.00
carbon technolagies 3.6. 6.9 62.16% % % % % % % Y Y Y Y Y 62.16% n/a E
CapEx of
environmentally
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B. TAXONOMY-NON-ELIGIBLE ACTIVITIES
CapEx of Taxonomy-
non-eligible activities 0.6 5.27%
(®)
Total (A+B) 11.1
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Taxonomye-eligible capital expenditure (CapEXx) is related to the implementation of the investment plans adopted by the LUG Group
Management Board during the process of pr epoanr ipn g nt.h €apefafi@intbdupdogse t
to PLN 11.1 million in 2022. Taxonomy-eligible CapEx was primarily spent on:

1 activity related to the manufacture of energy-efficient LED luminaires. These expenditures were allocated to the two predominant
activities carried out in the LUG Group, i.e. activity 3.6. Manufacture of other low carbon technologies and 3.5. Manufacture
of energy efficiency equipment of buildings in Annex | (according to the proportion of turnover generated by these two activities).
For these two activities, fulfilment of the Technical Screening Criteria was confirmed, and the associated capital expenditure was
considered to be Taxonomy-aligned.

1 on the expansion of the Research and Production Centre in Nowy Kisielin, which was the final phase of an investment mainly
carried out in 2021. These expenditures are Taxonomy-eligible under activity 7.1. Construction of new buildings in Annex I.
For this activity, it was confirmed that the TSC of making a substantial contribution to climate change mitigation were met, but not
all criteria of Does Not Significantly Harm were met, and therefore the capital expenditure was considered Taxonomy-eligible but
not Taxonomy-aligned.

In 2022 the Group incurred PLN 0.6m of CapEx on Taxonomy-non-eligible activities. These outlays mainly related to expenditure
incurred on equipment.

The proportion of CapEx related to environmentally sustainable activities (Taxonomy-aligned) in total CapEx was 89.05% in 2022,
and the share of capital expenditure related to Taxonomy-eligible but not aligned activity was 5.69%. In total, the proportion of CapEx
related to Taxonomy-eligible activity was 94.73%. The remaining 5.27% of CapEx was in Taxonomy-non-eligible activity, i.e. for which
the regulator has not established Technical Screening Criteria in the annexes to the delegated act.
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Proportion of Taxonomy-aligned operating expenditure (OpEx) in of LUG Group 2022
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A. TAXONOMY-ELIGIBLE ACTIVITIES
A.1. Environmentally sustainable activities (Taxonomy-aligned)
Manufacture of energy efficiency 3.5. 0.3 6.93% 100.00 | 0.00% | 0.00 0.00 0.00 0.00 Y Y Y Y Y Y 6.93% n/a E
equipment for buildings % % % % %
Manufacture of other low carbon 3.6. 0.6 16.02% 100.00 | 0.00% | 0.00 0.00 0.00 0.00 Y Y Y Y Y Y 16.02% n/a E
technologies % % % % %
Data-driven solutions for GHG 8.2. 0.1 2.63% 100.00 | 0.00% | 0.00 0.00 0.00 0.00 Y Y Y Y Y Y 2.63% n/a E
emissions reduction % % % % %
Computer programming, consultancy 8.2. 2.0 50.00% 0.00% | 100.00 | 0.00 0.00 0.00 0.00 Y Y Y Y Y Y 50.00% n/a
and related activities % % % % %
OpEx of environmentally sustainable 3.1 75.58% 25.58 50.00 0.00 0.00 0.00 0.00 75.58% n/a
activities (Taxonomy-aligned) (A.1) % % % % % %
A.2. Taxonomy-eligible but not environmentally sustainable activities (not Taxonomy-aligned activities)
Renovation of existing buildings 7.2 0.3 8.07% 0.00% | 0.00% | 0.00 0.00 0.00 0.00 N N N N N Y Y
% % % %

Data processing, hosting and related 8.1. 0.7 16.35% 0.00% | 0.00% | 0.00 0.00 0.00 0.00 N N N N N N Y
activities % % % %
OpEx of Taxonomy-eligible but not 1.0 24.42% 0.00% | 0.00% | 0.00 0.00 0.00 0.00 24.42% n/a
environmentally sustainable % % % %
activities (not Taxonomy-aligned
activities) (A.2)
Total (A.1.+A.2.) 4.1 100.00% 100.00% n/a
B. TAXONOMY-NON-ELIGIBLE ACTIVITIES
OpEx of Taxonomy-non-eligible 0.0 0.00%
activities (B)
Total (A+B) 4.1
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Taxonomye-eligible operating expenditure ( OpEx) ar e rel ated to maintai ni nigaxonomyeeligbleoup ds
activity in pr oper OpExwamduntedtoPiN 4.1Thillien irG2022.uWOpEX svas made primarily on:

1 Maintenance of the IT infrastructure and systems necessary for the production and sale of products and services created
by the LUG Group. Expenditure on this activity is Taxonomy-eligible under activity 8.2. Computer programming, consultancy and
related activities in Annex II.

1 Assuring the proper operation of the assets required to produce energy-efficient LED luminaires. These expenses were allocated
to the two predominant activities carried out in the LUG Group, i.e. activity 3.6. Manufacture of other low carbon technologies and
3.5. Manufacture of energy efficiency equipment for buildings in Annex | (according to the proportion of turnover generated by
these two activities).

OpEXx related to the infrastructure required to collect and analyse data that enables customers to reduce GHG emissions. These
revenues are Taxonomy-eligible under activity 8.2. Data-driven solutions for GHG emissions reduction in Annex |I.

For all of the above activities, compliance with the Technical Screening Criteria was confirmed and the related operational expenditure
was considered to be Taxonomy-aligned.

The Group also incurred OpEx in 2022 for the maintenance of other IT infrastructure (Taxonomy-eligible activity under activity 8.1.
Data processing, hosting and related activities in Annex 1) and for building renovation (Taxonomy-eligible activity under activity 7.2.
Renovation of existing buildings in Annex I). For these activities, fulfilment of the Technical Screening Criteria was not confirmed and
the related OpEx was considered Taxonomy-eligible but not aligned.

There was no OpEx related to Taxonomy-non-eligible activity.

In 2022 the proportion of OpEXx related to environmentally sustainable activities (Taxonomy-aligned) in total OpEx was 75.58%,
and the proportion of OpEXx related to Taxonomy-eligible but not aligned activity was 24.42%. In total, the share of OpEx related
to Taxonomy-eligible was 100.00%.
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7.The LUG Groupob6s i mpact on the en

In order to regulate our environmental impact with full responsibility, we optimise
designs by introducing further innovations. Thus, we have a real influence on reducing
the negative environmental impact resulting from our own operational and production
activities, as well as that resulting from the use of LUG products.

LED luminaires contribute to reducing the environmental impact of all their users.
This is primarily due to their high energy efficiency compared to traditional light
sources, which in turn reduces indirect greenhouse gas emissions to the atmosphere.
Fitting LED luminaires is the most cost-effective way for virtually any company
or institution to reduce its environmental impact by upgrading conventional lighting
to LED.

In the conducted materiality assessment, 6 material environmental issues were
identified, which can be grouped into 2 thematic blocks:

energy efficiency,
GHG emissions, - tackling climate change
fuel and energy mix;
acquisition and use of raw 9
materials and other materials,
waste generation and
management.

6. circular business models

PpwnE

o

circular economy

The LUG Group does not have a uniform policy in the environmental area,
which results from the <characteristics of
of operating activities related to the production of luminaires at LUG Light Factory
Sp. z 0.0. and LUG Argentina SA. In order to mitigate potential risks that may arise
in the area of environmental issues, at LUG Light Factory Sp. z 0.0. we have adopted
The Integrated Management System Policy (ISO9001 Quality System Management,
ISO14001 Environmental System Management, 1SO5001 Energy Management,
ISO45001 Occupational Health and Safety Management) described in chapter
3.7. Management systems. The Policy determined environmental objectives
and expresses a continuous pursuit of improvement of processes taking place within
the environmental area in accordance with the PN EN 1SO 14001:2015 standard.

Objective set out in the Integrated Management Systems Policy

LUGG6s activities ar e -gaalityrpeoductamiadepithadueicaltéforg a hi
the appropriate use of energy resources, with environmental sustainability and high
occupational health and safety.
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The objective of the 2022 Integrated Management Systems Policy was achieved
through:

1 continuous improvement and optimisation of production processes;

1 implementation of products rich in modern technological solutions;

1 supervision of legal requirements and regulations that apply to the operation
of the company and which require us to comply with energy safety, quality,
environmental protection and health and safety requirements;

1 reduction of energy consumption and the continuous upgrade of process lines;

1 defining places of significant energy consumption and making efforts to reduce
their energy-intensive impact;

1 prevention of occupational accidents, occupational diseases and near misses,
and continuous improvement in reducing employee exposure to harmful factors
in the working environment;

1 reducing emissions of harmful substances into the environment as much
as possible, carrying out selective waste collection and recycling our products
as much as possible;

1 making business decisions taking into account the principles of sustainable
development as formulated in the 2030 Agenda for Sustainable Development;

1 improvement of the Integrated Management System and regular training
and knowledge development for employees.

The objectives included in the Integrated Management Systems Policy
are implemented through the following activities:

1. Building awareness of our employees in 2022 by means of:

1 Surveillance audits carried out by the certification body for ISO 50001, 14001,
9001 and an ISO 45001 recertification audit, which identified areas
of improvement for area owners.

1 A series of theoretical and practical training sessions as part of the Safety -
things that matter first project on fire safety rules and practical training in the
use of AED defibrillators, with whi
equipped. A total of 59 employees have been trained and qualified in first aid,
fire fighting and evacuation. This training will continue into 2023.

1 Training on ESD for assembly workers, continuing into 2023.

In addition, in Q2 2023, we will release a training flmon L UG Li ght
Integrated Management System at individual stages of the luminaire development
process.

2. Planning, documenting and supervising processes taking place at LUG.

The action was put into practice through the investment and renovation plan
and the environmental action programme for 2022. In addition, we carried out
the tasks set out in the Energy Programme for the year under review. The Integrated

ch ou

Facto



ELUG

Management System Improvement Plan involved the continued implementation
of tasks started in previous years, directed at, among other things, upgrading
the lighting at our sites and increasing the number of motion sensors.
The lighting replacement project utilized a remote control system so that the lighting
would draw power at the exact location where work is currently taking place.
Ongoing activities include optimising the punching process to make efficient use
of raw materials and further replacement of lighting. We have carried out further
measures to minimise the amount of waste generated during the production process
through structured, conscious waste management and optimisation of the waste
collection process in relation to the amount of waste generated. We have introduced
monitoring of the amount of municipal waste generated and awareness-raising
activities regarding waste separation.

Objectives of activities:

1 reducing the consumption of mains water and using water in a closed cycle in the
paint shop department - through the use of filters and separators;

1 introduction of additional effluent controls after neutralisation in a sample
industrial effluent neutraliser - in accordance with the water permit;

1 continuation of activities aimed at reducing waste in the form of paint powder -
optimisation of the colour planning and painting process.

We are pursuing the measures set out in the investment and renovation plan and

the improvement programme as a matter of priority. They are the key and one

of the most important factors ensuring that product quality and labour standards are

met. The degree of completion of individual tasks is reported annually during

the Management Review.

In addition, in 2022 the extension of the production and warehouse hall with office
and social facilities at the Research and Development Centre in Nowy Kisielin
was completed. The planned investment will be a contribution to sustainable
development through the application of solutions reducing energy consumption,
increasing energy efficiency and the possibility to produce own energy from
renewable sources.

3. Continuous development of the technical and machinery base and upgrading
of inspection, measurement and testing equipment.

The optimisation of production processes is directly linked to the maintenance
of workstations, machinery and equipment at the right level and in proper working
order.

In 2022, we carried out major servicing, maintenance of machinery and equipment,
which enables us to maintain the production flow and the quality of the manufactured
products at the current or higher level. Regular servicing ensures that the equipment
purchased will operate reliably and trouble-free throughout its planned lifetime.
Service diagnostics are also important. Routine replacement of wear parts keeps
repair costs down and helps eliminate costly production downtime. Production
maintenance is also essential for the safe operation and use of machinery.
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Production process optimisation activities for 2022 include:

T

Completion of new warehouse in Nowy Kisielin to increase storage space.
Material throughput has been improved, thereby increasing production
capacity. Logistics tasks have been better organised, as the existing
warehouse has been relieved, which is also a convenience for staff.

Continued operation of the Andon

i n previous years at the L W&utionkhatnt
optimises the production process.

Productiond concept, all ows for

process, improved quality and the recording and analysis of events.

Replacement of ESD antistatic mats at assembly workstations at the LUG

plant (with the aim of extending the measures to a second plant in Nowy

Kisielin), which prevent electrostatic discharges. Discharges can

be hazardous to the life and health of employees, but can also cause

equipment failure. The mats are made of rubber, which reduces

or completely neutralises electrostatic charges. Measures have been

implemented to increase staff awareness of ESD, standards have been

clarified and infrastructure related to the maintenance of ESD rules has

been improved.

Continued launch of the Kanban method at the Assembly Department i

improvement of the order preparation process, elimination of unnecessary

operations in the Warehouse and during the handling of shortages

in orders.

Continued implementation of the 5S philosophy in the LUG plant in Nowy

Kisielin T improvement of the working environment, implementation

of a single ordered standard throughout the plant.

Continued increase in the productivity of production lines of the Electronics

Production Department by optimising the changeover process and

optimising product unit times.

Continued improvement of assembly processes according to the PDCA

principle 7 a continuous process consisting in time optimisation,

determining bottlenecks in the process after time changes

and re-verification.

Continued process organisation of the semi-finished products department:

i time optimisation;

i process changes that increase productivity.

Continued implementation  of  optimal production batches

at the Mechanical Department i elimination of unnecessary changeovers,

increasing the productivity of the entire department, reducing inter-

operational buffers.

Continued optimisation of the painting process:

i elimination of unnecessary work during preparation of components
for painting;

i elimination of unnecessary transport between stations i elimination
of unnecessary activities (MUDA);

(At r
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i1 boosting the productivity of the painting process through
organisational changes to the painting process itself.
1 Continued organisational changes in the process of implementing new
products i elimination of problems occurring when launching new projects
which shortens implementation time and lowers implementation costs.

4. Direct i nvol vement of companyds Management

Management System and supporting the activities of persons responsible

for individual tasks:

Number of
Management level  Position persons per Responsibilities
position

President of the
Management Board of
LUG Light Factory Sp. The IMS Supervisor is responsible
Z0.0. for the proper implementation and
functioning of the IMS. The work of

. . the Representative is supervised by
Director of Strategic 1 the Director of Strategic Finance
Finance and Risk and Risk from the level of the
director and finally by the President
of the Management Board of LUG
Light Factory Sp. z 0.0.

Management level:

Director level:

Commissioner for
Employee level: Integrated 1
Management System

5. Appropriate reviews and monitoring of improvement processes and activities are
conducted in accordance with the procedures adopted in the Integrated
Management System and those resulting from the implemented S5 (Lean
Management) system.

6. Performing services in a manner that ensures respect for the principles
of environmental protection and appropriate management of materials and waste.
LUG conducts its activities in accordance with the applicable environmental
protection regulations. On an ongoing basis, in accordance with applicable
regulations, administrative decisions and permits related to the production and
storage of waste, the emission of industrial wastewater, dust, and the use
of hazardous materials are obtained. Depending on the type of waste, the entities
collecting waste from LUG further mediate in the supply of waste to the entities
carrying out recovery or recycling or they themselves subject this waste to recovery,
recycling or neutralisation.

7. Striving to reduce costs by preventing and eliminating non-conformities.
The fulfilment of this aspiration is constantly being realised through:

1 implementation and supervision of processes with implemented measures
that prevent errors;

i implementing effective remedial measures in the event of non-compliance;

i continuous improvement of the company based on the analysis of current
processes (PDCA).

8. Developing friendly, partnership-based principles of cooperation with both investors
and all employees of the company. At LUG, we use a system of management
by values. Activities developing relationships with stakeholders include:
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i mailing and poster campaigns for LUG employees;

fcompetitions for employeesd children

1 meetings with employees;
i the LUGpress internal company newspaper.

Cooperation with external stakeholders in the implementation of the Environmental
Policy takes place mainly through the corporate website of LUG, which contains
information on the environment and periodic information providedin L UGO0 s
reports.

9. Continuous improvement and meeting the requirements of PN EN ISO
14001:2015 Environmental management systems.

In 2022, the LUG Light Factory underwent ISO certification renewal audits. As part
of the ISO Integrated Management System, the factory in Posadas is in the process
of introducing the PN EN ISO 9001:2015 standard. The renewal audit did not reveal
any non-conformities, but only identified potentials for improvement. The vast
majority of comments positively assessed our activities as exemplary.

Detailed indicator data on the achievement of the environmental objectives
can be found in further parts of this chapter.

7.1. Tackling climate change

LUG Groupbs activities are of publ
to climate change and the need to quickly reduce greenhouse gas emissions
to the atmosphere throughout the world and with adaptation to climate change.
Our luminaires, which are designed to minimise energy consumption when in use, and
the intelligent lighting management systems that are being developed, support
the efforts of local authorities, industry and the real estate and construction industries.
They make an impact on increasing energy efficiency and reducing greenhouse gas
emissions associated with the operation of buildings and public spaces.

We are aware of our impact on climate change and the impact of climate change

f

on the Groupds oper at igoppsrtunitiesraddriskel e nt i f y

Over the last few years, phenomena and processes occurred in the public space that
contribute to the dynamic increase in
operations. The most important of these are:

1 The European Green Deal, the European Union's new growth strategy,
will be based on accelerated decarbonisation to mitigate climate change and
achieve climate neutrality for the European Union;

{1 Fit for 55 - a package of legislation to ensure the implementation of EU climate
policy;

1 The EU Taxonomy on Sustainable Finance which will shape the European
Union's financial system by significantly increasing the importance
of sustainable investment;

and
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1 a new action plan for recycling and reusing products in the EU (Circular
Economy Action Plan) which aims to accelerate the implementation of circular
economy principles in the European Union;

1 intensification of public discussion around the concept of introducing a carbon
tax and carbon border tax;

1 resuming and intensifying the work of the European Commission on developing
a coherent methodology for calculating the carbon footprint of products
throughout their life cycle (Life Cycle Assessment) which, once introduced, may
become a required standard also in the construction and engineering industries.

Al t hough the i mpact of climate change
of a relatively limited intensity, it is expected to increase in the future. We carry out
activities related to analysis, planning and the interplay between the Group and climate
change, such as:

State of

Project . .
implementation

Reporting greenhouse gas emissions in line with the GHG Protocol Corporate

Accounting and Reporting Standard within scope 1 and scope 2; Ongoing since 2018

R_eport!ng in line with the TCFD Recommendations (Task Force on Climate-related Ongoing from 2020;
Financial Disclosures).

Identification of short, medium and long-term risks, threats and opportunities related .
to climate change; Completed in 2020.
Calculation and reporting of greenhouse gas emissions in accordance with GHG

Protocol Corporate Accounting and Reporting Standard scope 3 Started in 2021.

Climate Change reporting to CDP (Carbon Disclosure Project) Ongoing since 2021.
Climate policy of the LUG Group within the framework of the Sustainable Work is scheduled to
Development Strategy begin in 2023.
Scenari o analysis of the resilience of

Work is scheduled to

climate change assuming an increase in average global temperatures by less than begin in 2023.

2UC and more than 2 Ui6dustrialpgiedr ed t o t he

Impact of climate change on the functioning of the LUG Group and impact
of the LUG Group on climate change

t
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The current impact of climate change on the functioning of the LUG Group takes
place mainly in the following areas:

1 Extreme weather events can cause limitations in the availability of raw
materials, other materials and components, disruptions in the supply chain and
in logistics processes.

1 Rising electricity prices in Poland, where the main part of our production
activities are carried out, caused by a very high share of non-renewable energy
sources in electricity generation, contribute to an increase in production costs.
As a result of the expected increase in prices of CO2 emission allowances this
impact may be even stronger in the future.

1 The change of regulatory requirements and legal provisions related to mitigation
and adaptation to climate change affects many areas of the our operations, from
running operational processes, through reporting, supply chain management,
waste management and access to financing. Regulatory changes also affect
our suppliers, contractors and customers, which determines to the greatest
extent the portfolio of products and services we offer.

y
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T

T

Changing consumer behaviour and preferences of customers who strive
to increase energy efficiency, reduce their impact on climate change and reduce
greenhouse gas emissions affect the process of designing and developing new
products and services, as well as the production of luminaires and their sale.
The processes of changes in consumer behaviour and customer preferences
influence the increase in demand for effective light sources, i.e. the category
dominating in the our offer. In many cases, the criterion of energy efficiency is
increasingly important for potential customers when choosing lighting solutions.
Adaptation to climate change manifests itself in the development processes
of Smart Cities. In their case, lighting management is not just about selecting
energy-efficient light sources, but about introducing lighting management
systems related to other public space functions. This increases the demand for
smart light management systems developed by our company, which are
comprehensive projects, often developed in cooperation with leading IT
partners.

Currently, the influence of the LUG Group on climate change takes place mainly
in the following areas:

T

The extraction of raw materials and the manufacture of materials and
components necessary for the production of luminaires involves the emission
of greenhouse gases. Our influence on the level of these emissions is indirect
and takes place through its efforts to reduce the carbon footprint of its products
by selecting such raw materials, materials and components that have the lowest
possible built-in greenhouse gas emissions.
For some materials such as aluminium, steel and glass, these processes are
energy-intensive and require the combustion of fossil fuels or the use
of electricity, most of which is produced in high-carbon processes. The
production of plastics is also related to the inevitableuseof f ossi | f
technologies. For some raw materials, extraction may be related
to deforestation of the land where the extraction takes place.

The transport of raw materials, materials and components from suppliers
to the LUG plants and finished products to customers is carried out by various
means of transport. Depending on the mode of transport, it may contribute
to higher or lower greenhouse gas emissions. Emissions reductions in this area
will be possible as we decarbonise the operational activities of our logistics
partners.

The consumption of fuels and energy in production processes
and the consumption of heat and electricity in real estate used in our operating
activities results in greenhouse gas emissions. Our influence in this respect will
be gradually limited as the energy efficiency increases and the share of energy
from low- and zero-emission sources increases.

The ways in which we manage the waste generated during our operational
activities determines the amount of greenhouse gases produced in these
processes. Emissions will be reduced over time as we move towards a circular

uel
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economy model. It should be noted, however, that the pace of these changes
depends not only on us, but on the degree of adjustment of the entire economy.
Climate change is also influenced by the management of waste generated after
the life cycle of luminaires. It is possible to reduce this impact by designing
luminaires in such a way that they are as repairable and upgradable as possible
and by using recyclable or reusable materials.

1 Designing, manufacturing and selling luminaires based on LED light sources
contributes to increasing energy efficiency and reducing indirect greenhouse
gas emissions by our customers. The reduction of emissions results both from
the higher efficiency of LED light sources (which is described in more detail
in chapter 7.2 Fuel and energy consumption), and the use of smart lighting
systems which allow you to adjust the light intensity to the current environmental
conditions and the needs of users of the illuminated space.

Climate risks in the LUG Group

In 2020, we conducted an identification and analysis of climate risks and the resulting
threats and opportunities. We <carried
methodology (Amplification, Seizure, eXclusion, Intensification) in cooperation with the
external consulting company, MATERIALITY, in a four-stage process including:
comparative, questionnaire, quantitative and qualitative analysis.
Thirty-two physical and transformational risks were examined, comprising a total
of 27 opportunities and 39 threats. We examined threats and opportunities in terms
of three parameters, i.e.:

1 the likelihood of their occurrence,

1 weight,

{1 time horizon.
In accordance with the applied methodology, those risks, threats and opportunities
whose probability or severity exceeded the specified boundary values were considered
material.

All threats and opportunities were classified into four categories depending on whether
their assessment exceeds the probability and severity boundary values, respectively.
As a result of the analysis, the following have been classified:

1 4 opportunities and 11 threats to Category A (Amplification);

1 9 opportunities and 19 threats to Category X (eXclusion);

1 5 opportunities and 7 threats to Category | (Intensification);

1 9 opportunities and 2 threats to category S (Seizure).

out
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11 threats
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In accordance with the methodology used, we have classified 9 opportunities
and 2 threats into category S, i.e. considered material for the LUG Group and subject
to active management. Threats and opportunities belonging to categories | and A
are monitored and, in selected cases, managed. Most of the threats and opportunities
in category X are only subject to monitoring. Conclusions from the conducted research
have been taken into consideration in the risk management system functioning
in the LUG Group. Monitoring and identification of possible new risks, threats
and opportunities associated with climate change will be conducted periodically
as part of risk reviews.



