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CEO’S REVIEW.




Kai Hauvala

Tire industry veterans and stakeholders have no disagreement that the industry is facing the biggest challenges in its
history due to many simultaneous issues relating to tire materials. 60-65% of the tire material composition is based on
fossil materials, 10-15% of the microplastic in nature is there due to tire wear and 6PPD is considered very harmful for
living organisms. Despite these environmental impacts, tires are still essential for the movement of people and goods.
Tires also play a key role in continuity management.

For us, tires are the core of all our business. We have nurtured our holistic expertise in tire materials, design,
manufacturing, testing and the global markets. We also know how to make this important commodity more
environmentally friendly, and we constantly invest in research and development that promotes this. We are
committed to helping the tire industry in its challenge to develop solutions for our future — towards a sustainable tire
industry.

Throughout the history of Black Donuts, the speed of change in the industry has accelerated, but we have been able to
develop ourselves faster. A well-structured but agile operating model supports rapid adaptation to new market
demand and challenges. To be future proof you need to look far into the future as well to start building the foundation
for the future. That is our strength. Some of the development themes planned 10 years ago were realized in 2023.

In 2023, we achieved many of our long-term goals in terms of revenue growth, productivity, customer segments and
ongoing investments. Our turnover was still 200% from exports and mainly from domestic production. In the future,
however, we will also increase the resources of the Group's foreign expertise units as part of our versatile international
operating environment.

In addition to influencing tire manufacturers, close cooperation with suppliers of the tire industry is necessary to bring .
about global change. Through supplier selection, manufacturers can choose more sustainable solutions for both the o

production process and their products. i - /M%fwazﬂ/
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BLACK DONUTS GROUP’S
STRATEGY AND BUSINESS
ACTIVITIES BRIEFLY o

Since the very beginning, the Black Donuts Group’s operations have been aimed at providing customers with significant added value
when they manufacture high-quality tire products sustainably with cost-efficient production process.

The Group’s operations have put special emphasis on commitment to the targets of sustainable development and the ability to enable
the realization of these targets especially through customer projects. As part of these principles, the Group has invested in sustainable
business model, product, material and production innovations. As Black Donuts Group’s strategic goal is to produce and deliver
materials, services and solutions that enable the tire industry’s sustainability transition globally, the Group needs to reach a wide range of
industry players. For this reason, the Group launches a facility and unit focusing on materials research and product development to serve
tire manufacturers, raw material suppliers for the rubber and tire industry, as well as its own materials research and development work.
The Group’s own operations and management are continuously developed in accordance with the principles of good governance.

@ blackdonuts CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report



PERFECTING THE TIRE INDUSTRY S SE THE PRereRRED

TECHNOLOGY PROVIDER

Fellowship | Simplicity | Responsibility | Continuous Development AND ESG PARTNER
IN THE INDUSTRY

(©) blackdonuts

WHY: ESG IMPACT

We can bring with transparency the best practices to
anyone, aiming at the best for sustainability, beyond
customer specifications. Design to value being part
of our DNA, along with our unique combined product
+ process approach, we choose to minimize over-
design so as to maximize sustainability of tires.

To make the tire
industry roll greener,
safer, faster and

better . A0 HOW: BLACK DONUTS
TECHNOLOGY®

We have a unique recipe to change how the tire
industry works, the most talented engineers and
the best partners for everything from machinery to
robotics and from materials to software. We have a
unique view of all tire industry as a whole, giving us
the widest experience, and allowing us to offer the

£, 3 | | most impactful innovations. This is what we call the

—~—— Black Donuts Technology ®.
D i WHAT

The most
sustainable tires B, - WHAT: SUSTAINABLE TIRES

We set up the best and efficient processes to
produce the most sustainable tires, closer to their
market, with cleaner energy. We are a unique ESG
partner for our clients.




BLACK DONUTS GROUP SERVES ITS CUSTOMERS HOLISTICALLY

The Group offers its services globally to both existing tire manufacturers as well as
new prospective tire manufacturers and other stakeholders, such as manufacturers of

raw materials and suppliers of production equipment.

Fom the
From development
_ development of new
and expansion of . :
L sustainable business
existing tire

model, product,
material and
production
innovations to the
productionization of
products to meet the
customers' needs;
and

production to the
design, building
development and
start-up of new tire
plants;

From the design
and product
development of a
tire product and its
parts to testing;

In the digitalization
of production to
meet the special
needs of the
industry.

@ blackdonuts CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 8
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BLACK DONUTS GROUP’S MARKET OPPORTUNITY
AND CONTRIBUTION TO SUSTAINABILITY TARGETS o

About 2.5 billion vehicle tires a year are manufactured globally,
the global sales being about EUR 247 billion. There are currently
about 600 tire plants. About 90% of them are plants that are
over 10 years old.

The Tier-1, Tier-2 and Tier-3 tire brands each represent about a
third of the global market. The sales of Tier-3 brands increase the
fastest and those of Tier-1 the slowest.

The production of the five largest manufacturers accounts for
20-30% of the global market and 40—45% of its value. The brand
portfolio of the large manufacturers includes several Tier-1, Tier-
2 and Tier-3 brands of different price categories. Tire
manufacturing is a global industry that is predominated by the
developed countries and Asia, while the Middle East and Africa
are under-represented.

The oldest manufacturing capacity is found in the United States.
In terms of volume, over 50% of manufacturing takes place in
China and South-East Asia.

GROUP REVENUE BY PARENT COMPANY
CONTINENT REVENUE BY CONTINENT
(1000 EUR) (1000 EUR)
H Europe Asia ®Africa ™ North-America South-America B Europe Asia ® Africa mNorth-America South-America
125088 13165
20 %
11531 v
9615 o 27 % 8192

8 % 7899 )~
19%
20 % 4779 4749
0.

26 %

°

59 % 37% 32%

36 % 44 % .

2 e

2019 2020 2021 2022 2023 2019 2020

20 %

-
(]

4139
| {59, | 250
37%

2021 2022 2023

Net sales accrual of Black Donuts Group and the parent company by continent, broken down by project target country, 2019—2023.
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On the general level, the industry is burdened by inefficiency of production
and challenges related to the circular economy, including waste tires and
other waste resulting from the manufacture, the low level of automation in
old plants, and harmful environmental effects caused by products.

Typically, 50-60% of the product weight are fossil raw materials. About
10% of microplastics ending up in the seas is caused by the wear of tires.
Tire wear causes the majority of particulate emissions from traffic. Globally,
the use of recycled materials in tire manufacturing is only 1-2%.

Sustainable manufacture and product development are the published targets
of at least the largest manufacturers. In the medium term, the manufacturers
have announced that they will be drawing up strategies targeted at carbon-
neutrality, implementing programmes targeted to environmentally friendlier
products and production, starting co-operation with various operators to
study environmentally friendlier products, and joining global climate
declarations and programmes.

The need for new manufacturing capacity has been predicted to increase
3—4% annually in the medium term. This is partly due to the need to replace
old plants with modern, cost-effective and more environmentally friendly
manufacturing units and to the geopolitical reasons that have become
increasingly pronounced in recent years.

The regulations related to environmental targets and international trade
contribute to expediting and supporting the changes. The global sales of tires
are predicted to increase to EUR 304 billion by 2026.

To achieve their sustainability targets, the manufacturers co-operate with
various parties more than before and benefit from tested solutions
suitable for the manufacturing process that are introduced in the market.
Reaching their sustainability targets is a competitive advantage for the
manufacturer and perhaps even a necessity based on customer demands and
regulation.

The position of Black Donuts Group is unique and central
as it co-operates both with manufacturers and suppliers
of the industry. Based on the current customer base,
the Group has a possibility to have an effect on about
50% of global annual tire production. The prospects of
indirectly influencing to the sustainability targets are
thus significant, and the demand is expected to increase
at a quickening pace due to the launch of the innovations
and the material laboratory center and product
development unit the Group has invested in.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 10



BUSINESS TARGETS o

Black Donuts Group set medium- and long-term business targets in accordance with its strategy update launched in 2022 and implemented
during 2023 in the context of the expected development of the target market:

MEDIUM TERM
(4to 6 YEARS)

LONG TERM
(120-12 YEARS)

© blackdonuts

Innovation targets

Introduce to the market

- new bio-based raw material solutions to
replace 20% of currently used fossil raw
materials primarily on the tire tread
(microplastics) and recycling solutions in
non-wearing parts of the tire

- new solutions and products related to the
production of tires to decrease the
manufacturing wastage of raw materials
and the number of waste tires

- new solutions and products related to the
wear of tires and roads and to the decrease
of tire noise that enable meeting the
requirements of the increasingly stringent
regulation

Creating global business models and supply
chains of innovations that enable sustainable
tire production and business models of
sustainable production

Business targets

Establishing the growth and profitability of
business on long-term and comprehensive
customer partnerships and projects serving the
sustainability targets

Extending partner cooperation to enable new
operators who support sustainable
development to enter in the industry

Establishing over 50% of net sales on selling
new, sustainable innovations introduced to the
market

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report

Target market development

Tire manufacturers have announced to be
drawing up strategies targeted at carbon
neutrality, to be implementing programs
targeted to environmentally-friendlier
products and production, to be starting co-
operation with various operators to study
environmentally friendlier products, and to
be joining to global climate declarations and
programmes

Tire manufacturers’ targets for the share of
sustainable raw materials in a tire:

- 40% by 2030

- Even 100% by 2040

11



During the financial year 2023, the Black Donuts Group
continued to advance its long-term investments as
planned and invested in the development of new
innovations.

2023 OVERVIEW o

Along with the strategy update
started in 2022 and implemented
in 2023, the Group focused more
on sustainable business sections.
Black Donuts Group's central
position as the enabler of change
in the global tire industry is
identified both as a competitive
advantage and as responsibility to
speed up the reaching of the
sustainability targets of the
industry.

The implementation phase of the
material laboratory center and
material product development
unit launched by the Group in
2022 advanced to machine
procurement during 2023. This
entity to be set up will serve tire
manufacturers, raw material
suppliers for the rubber and tire
industry, as well as its own
materials research and
development work. Inthe
financial year 2023, the Group
served both emerging tire
manufacturers and existing
manufacturers.

The design and building
development of new

manufacturing units accounted
for the most of the value of total
sales. In tire and material
development, the requirements of
electric vehicles were emphasized
compared to before. The Group
has also made determined efforts
to increase its cooperation with
machine, software and raw
material suppliers, aiming at
increasing added value to
customers by way of more
efficient, sustainable and
financeable tire business.

Global crises continue to cast a
shadow over economic
developmentin 2023 globally. The
slowdowns in the development
and growth of the target market
caused by the war in Ukraine that
began in 2022 and the resulting
sanctions and constraints
continued during 2023. The
energy crisis, the slowdown in
project financing, high inflation
and a resetting of the market
caused reduction in the
production capacity of some tire
manufacturers and complicated
the availability of traditional raw
materials.

Consequently, the tire
manufacturing volumes and the
demand for the products used in
production, as well as the launch
of new products and the demand
for the related services, remained
on a level slightly lower than
usual, as in the previous year.

The climate change and the
imposed sustainability targets are
perceived as a global and
significant factor shaping the
industry in the long term, and the
demand for services and products
that enable sustainable
production willincrease at a
quickening pace.

Partly due to the impact of the
COVID-19 pandemic, transport
and travel costs were still higher in
2023 than before. However, as a
result of the pandemic, the Group
developed well-established,
effective forms of working
remotely, which have continued
to be utilized both internally and
in our engagement with
stakeholders.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 12



KEY FIGURES / FINANCIAL PERFORMANCE /| NET SALES o

1000 EUR 2023 2022 2021 2020 2019
Net sales 15748 11531 7578 7899 9 615
Operating profit 2 545 897 537 -306 -1329
Operating profit, % % 16,2 % 7,8 % 7,1 % -3,9% -13,8 %
Return on investment (ROI), % 14,6 % 5,2 % 1,8% -5,6 % -17,2%
Equity ratio, % 41,6 % 31,0 % 34,6 % 17,1 % 10,6 %
Average number of personnel 58 57 56 57 57
q . - : 0
Net sales & Operating profit, % Equity ratio, %

18000 20,0 % 45,0 %

16 000 15,0 % 40,0 %

14000 10,0 % 35,0%

12000 5.0 % 30.0%

10000 00
,0%

8000 ity

6000 -5,0% 20,0 %

4000 ~UEe 15.0 %

-15,0 %
2000 10,0 %
-20,0 %
2019 2020 2021 2022 2023 5,0 %
Net sales (1000 EUR) 9615 7899 7578 11531 15748 .
Operating profit, % -13,8 % -3,9% 7,1 % 7,8% 16,2 % o 2019 2020 2022
) ) Equity ratio, % 10,6 % 17,1% 31,0% 41,6 %
I Net sales (1000 EUR) e Operating profit, %
© blackdonuts CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report
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INCOME

In 2023, the Group’s net sales amounted to
EUR 15.7 (2022: 11.5) million and operating

profit totaled EUR 2.5 (2022: 0.9) million.

The net sales increased from the
comparison period due to the
new FT pallet sales launched in
2022 in parallel with the service
business and the customer
relationships under the BD
Partnership service model
targeted at newcomers. The
increase in operating profit was
partly due to the completion of
the development of the BD
Partnership service model and
its recognition in development
costs.

The Group’s material and service
costs totaled EUR 6.0 (2022: 4.9)
million for the past financial
year. Most of the increase in
costs from the comparison
period was due to the
procurement costs related to the
FT pallet deliveries that started
in 2022 and the customary
external service purchases
related to customer projects.

The Group’s personnel expenses
totaled EUR 5.1 (2022: 4.7)
million. The Group's personnel
turnover remained at a low level
and the increase in costs is due
to both new recruitments and
the general increase in payroll
costs.

Depreciation and amortization
increased slightly from the
comparison period and were
EUR 0.5 (2022: 0.5) million at the
end of the financial year, mainly
consisting of planned
depreciation of development
costs and right-of-use assets.

Other operating expenses
totaled EUR 2.4 (2022: 2.5)
million. The small decrease
compared to the financial year
2022 was mainly due to the
travel volumes required by the
current stage of customer
projects.

Financial expenses for the

financial year were EUR 0.3 (2022:

0.2) million, consisting of
business credits granted by
financial institutions and an
investment company, mainly for
a long-term, equivalent to those
in the comparison period.

The effects of the COVID-19
pandemic and the war in Ukraine
on the Group’s net result were
limited and mainly visible in two
ways: as increase in global travel
and transport costs and as
prolongation of the customers'
investment decisions due to the
energy crisis, inflation and
tightened financial markets.
Consequently, the development
of net sales fell short of the
expected level.

FINANCIAL POSITION AND

LIQUIDITY

The consolidated balance sheet total at the end of the financial year that ended on
31 December 2023 was EUR 16.0 (2022: 14.9) million. Equity stood at EUR 6.6 (2022:
4.4) million. In addition, the Group had EUR 0.1 million of capital loan in accordance
with chapter 12 of the Limited Liability Companies Act, the annual interest rate of
which has been 10% starting from 1 January 2023.

The liquidity of the Group and the parent company during the financial year was
sound. The Group’s current assets totaled EUR 8.3 (2022: 9.1) million and current
liabilities EUR 4.6 (2022: 4.1) million. The change in current assets was partly due to
the recognition of the development cost of the BD Partnership service model,
previously recognized in the Group’s inventories, in the development expenditure of
non-current assets in its entirety.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 14



The net investments recognized in Black Donuts
Group’s fixed assets and development expenditure as
at 31 December 2023 totaled EUR 3.6 (2022: 3.1)
million. In the subsidiaries, these investments were
recognized as an expense for the financial year.

INVESTMENTS o

In the financial year 2023, Black
Donuts Engineering Oy brought to
completion the development of the
BD Partnership service model
targeted at new tire manufacturers
that it started in 2020.The BD
Partnership service model covers,
in stages, all Black Donuts Group’s
production and product creation
and maintenance services as well
as continuous product
development services for a
newcomer. The BD Partnership
concept serves the creation and
maintenance of a production unit
and products representing the
latest technology and know-how of
a newcomer when:

» the project is based on identified
market demand;

» the project must meet investors

criteria, which often include

sustainability requirements;

Black Donuts is involved from

the very beginning of the

project — from design to

implementation;

»  Black Donuts will continue as a
product development and

~

production partner after the
ramp-up of production.

Tire distributors have shown a
growing interest in purchasing
high-quality, sustainable products
from BD Partnership customers.

The most significant product
development investments made by
Black Donuts Engineering Inc.
during the 2023 financial year
related to the development of a
tire plant simulation tool and
electric vehicle winter tire and
biomaterials development projects
that continued from the previous
financial year.

The machine design phase of the
material research center and
product development unit, which
began in the financial year 2022,
proceeded to the first orders in the
financial year 2023, and the aim is
to start operating the plant in 2025.

During the financial years 2021
and 2022, BD Testing Ltd invested
in its own tire testing track in
Sweden, following which the
preconditions for growth of the
company’s core business were
strengthened and its service range
was further developed during the
financial year 2023. The investment
was carried out by leasing the test
track for 10 years. At the same
time, the company sublet the track
to a customer for the equivalent
ten-year period.

During the financial year 2019,
WD Racing Ltd. started product
development investments in new
type of spring valves and valve
stem assembly for tire molds
related to its main business. The
company filed two patent
applications on them in the
financial year 2020, which were
granted a patent in 2022 and the
geographically broader patenting
of which was continued during the
financial year 2023.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 15



PERSONNEL o

Black Donuts Engineering Inc. had an average of 5o employees
(2022: 46) during the financial year 2023. Conversely, the average
number of employees in Black Donuts Group was 58 (2022: 57). At
the end of 2023, we employed 9% more people compared to the
situation at the end of 2022. The average age of employees was 46.7
years. 9o% of our employees were permanent employees and 87%

full-time employees.

Black Donuts Group’s personnel have a long experience and versatile competence in
all stages of the tire life cycle, ranging from product development and
manufacturing to the optimization of the use of materials and manufacturing
processes, tire’s recyclability and testing of the finished tire. Our personnel have
more than 1,000 years of work experience in the tire industry. We are constantly
innovating for a greener, more efficient and cleaner future, promoting the quicker
adoption of sustainable technologies.

Net employee turnover has remained at a low level (5.2%), and one-third of our
personnel have been employed with us for more than 10 years.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 16



The growth of international expertise and the diversification of personnel by different nationalities accelerated
in 2023, when the Group made the decision to grow special expertise in a controlled manner both via its Indian
subsidiary and via recruitments made to the parent company. In the future, diversity will be increasingly taken
into account in recruitment, especially when expanding expertise in material development.

GENDER DISTRIBUTION OF EMPLOYEES AGE DISTRIBUTION OF EMPLOYEES

All employees New employees Management team, 60,0 %

P

52%

Black Donuts Engineering Inc. 50,0 %

40,0 %
30,0 %
20%
20,0 % o
8%
10,0 % ° 5%

2% I
0,0 % —— .
= Female = Male = Female = Male = Female = Male <=24 925-34 35-44 45-54 55-64 >=65

INCENTIVE SCHEMES
The key individuals of the Group companies have been committed to the company by means of shareholding arrangements in the parent company and the
sister company of Black Donuts Engineering Inc.

onuts CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 17
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SHARES AND

SHAREHOLDERS o

The total number of shares in Black
Donuts Engineering Inc. is 1,255
shares. At the end of the financial year
on 31 December 2023, the company’s
equity stood at EUR 6.5 (2022: 4.1)
million.

The company has two classes of shares
that are distinct from one other as set
out in the Articles of Association. Class
A and Class B shares are burdened by
consent and redemption clauses and
Class B shares by the right to
redemption as set out in the Articles of
Association.

Asindicated in the table, the Belgium-
based Global Tire Technologies NV held
87.49% of the Class A shares in Black
Donuts Engineering Inc. and thus
91.88% of the voting rights.

The beneficial owner of Black Donuts
Engineering Inc., Mr. Ari Salmivuori,
indirectly held 40.34% of the
company'’s Class A shares and 41.49%
of the voting rights. The company has
registered its beneficial owners in the
public register maintained by the
Finnish Patent and Registration Office.

The following table specifies the shareholders of Black Donuts Engineering Inc as at 31 December 2023:

GROUP STRUCTURE »

The structure of the Black Donuts Group is described in the figure below.

Black Donuts

Engineering Inc.

Black Donuts Engineering
India Private Limited

WD Racing Oy BD Testing Inc

At the end of the financial year 2023, Black Donuts Engineering Inc. held 9o% of the
shares in BD Testing Inc., 89% of the shares in Black Donuts Engineering India
Private Limited, and 100% of the shares in WD Racing Ltd. Following the end of the
financial year 2023, Black Donuts Engineering Inc. acquired a 10% minority share in
Black Donuts Engineering India Private Limited and holds 99% of the shares in Black
Donuts Engineering India Private Limited after the transaction.

At the end of the financial year 2023, the company held 95% of the voting rights in
BD Testing Inc., 89% of the voting rights in Black Donuts Engineering India Private
Limited, and 100% of the voting rights in WD Racing Ltd. After acquiring the shares
in Black Donuts Engineering India Private Limited following the end of the financial
year 2023, Black Donuts Engineering Inc. held 99% of the voting rights carried by
shares in Black Donuts Engineering India Private Limited.

Class |  Amount of Shares Amount of Votes Shareholder % of all shares | % of all votes After its share acquisitions carried out in 2011, Black Donuts Engineering Inc. has
A 1098 2196|Global Tire Technologies NV, BE 87,49 91,88 held without interruption at least 9o% of the shares in WD Racing Ltd. and BD
0832.673.437 Testing Inc. and the voting rights they carry. Black Donuts Engineering Inc.
R - 72|Ajanta Oy, Fl 07816926 295 310 established Black Donuts I.Engmeerlng In<?||a Pr|vate. lelted in 2017, af‘tgr.whlch no
. changes have taken place in the ownership and voting rights of this subsidiary other
B 120 120|Fiotop Oy, Fl 2403635-8 9,56 5,02 d L . .
than the aforementioned acquisition of shares to Black Donuts Engineering Inc.
Total 1255 2390 100,00 100,00 . . Lo
carried out in the beginning of 2024.
CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report 18
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RISK FACTORS o

Black Donuts Group’s key
business enablers are its
comprehensive know-how and
extensive experience on tires
and their manufacturing
processes as well as the industry
as a whole.

The Group's personnel and their unique way of
combining various areas of expertise form an integral
part of its competitive advantage. Personnel turnover
has been low, so therefore the risk factors in terms of
the number of personnel are mainly related to the
challenges involved with recruitment brought about by
the Group’s growth.

The Group's recognition in the industry sector,
employee satisfaction and wellbeing as well as
opportunities for diverse working models have also
supported international recruitments. In addition, the
Group continuously invests in the development of its
personnel and in the provision of tasks corresponding to
their skill level and interests. In the Group’s strategy,
support for the innovativeness of the personnel and
putting sustainability targets into practice have been
highlighted as key themes.

In future, the Group is expected to also employ
specialists outside the industry sector to develop and
productize new innovations in support of the
sustainability targets.

The Group's principal financial risks are credit risks
related to receivables and payment times in long-term
projects, and securing of liquidity. Credit risk
management is based on the knowledge of the
customers and their business in particular, and on close
cooperation and continuous dialogue with the
customers.

The Group also seeks to maintain sufficient liquidity for
unforeseen circumstances by means of a sufficiently
large overdraft facility. The aim is to ensure continuity
of operations under different market conditions and to
support the Group’s long-term strategic development.

Among the global crises, the prolongation of the war in
Ukraine has been identified as a potential risk hindering
the growth of business, especially due to the delivery
delays caused by global transportation problems, the
energy crisis, high inflation, and the tightening of
financial markets.

The impact of global risks on the company’s operations
is reflected especially in the postponement of the
customers’ investment decisions and the prolongation
of projects. This risk is mitigated by the geographically
global location of the Group’s customers and the
diversity of its customer base.

From the point of view of the Group’s management,
business risks are also controlled through various
processes.

Black Donuts Engineering Inc. has
in place quality management and
environmental systems audited in
accordance with the ISO goo1 and
14001 standards, a whistleblowing
channel and customer
identification processes, as well as
data security guidelines and Code
of Conduct, on which the
personnel has received trained
and which they are committed to
comply with.
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OUTLOOK FOR 2024 e

The Group will continue the development and commercialisation of sustainable
innovations during the current financial year. The values of sustainable development and
business will also play a key role in the global tire industry. The Black Donuts Group wants
to be a pioneer in the development of more environmentally friendly products and
production, thus creating competitive advantage both for the Group and for its
stakeholders. Sustainability can be seen both in the Group’s own operations and in the
services, products and solutions it offers in customer projects.

The prolongation of the war in Ukraine and the resulting global uncertainty in the financial
market, high inflation and the imposed sanctions and restrictions can affect the Group's
business as factors slowing down growth. However, partly the same risk factors also
contribute to the relocation of manufacturing, which is also supported by the pronounced
sustainable development targets. The need for new manufacturing capacity and new
products is also pronounced following the increase in sales of Tier-3 brands.

Following the end of the financial year 2023, Black Donuts Engineering Inc. acquired a 10%
minority share in the shares and votes in Black Donuts Engineering India Private Limited
and holds 99% of the shares and votes in Black Donuts Engineering India Private Limited
after the transaction. BD Testing Inc. holds 1% of the shares and votes in Black Donuts
Engineering India Private Limited.

The Group has not had any major events differing from the normal course of business
after the end of the financial year.
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BOARD OF DIRECTORYS

PROPOSAL FOR
DISTRIBUTING PROFITS e

In the medium term, Black Donuts Engineering Inc. will focus on the productization and
commercialization of new, sustainable innovations and the significant growth they enable. The
company does not expect to pay any dividends in the short term. Black Donuts Engineering
Inc’s distributable funds as of 31 December 2023 amounted to EUR 2.9 million, of which the net
result for the financial year 2023 was EUR 2.3 million. The Board of Directors proposes to the
general meeting of shareholders that no dividend be paid for the financial year 1 January — 31
December 2023 and that the profit for the financial year be carried over to the retained
earnings.

BOARD OF DIRECTORS,
CEO AND AUDITORS o

The Board of Directors and CEO Auditors

The Board of Directors of Black Donuts The audit firm Ernst & Young serves as the
Engineering Inc. during the financial year 1 auditor of the company and its Finnish

January — 31 December 2023 comprised Matti subsidiaries, with Juha Hilmola, Authorised Public
Manner (Chair), Raif Nisametdin, Panu Accountant, serving as the auditor-in-charge.
Paappanen and Arto Martonen. In accordance Juha Hilmola has been registered in the register
with the decision of the Annual General Meeting of auditors pursuant to the Auditing Act.

held on 6 June 2023, the term of the Board of
Directors will continue up until the Annual
General Meeting held in the spring of 2024.
Kai Hauvala serves as the company’s President
and CEO.
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CONSOLIDATED
FINANCIAL STATEMENTS.




EUR Note 1Jan-31 Dec 2023 1Jan-31Dec 2022

CONSOLIDATED I

Capitalisation of development expenditure 4 2 425079 699 874
16 -1797 850 689 359

Change in inventories of finished goods and work in progress
I A I E M E N I F Other operating income 5 241178 561948

Materials and services 6 -6 042 897 -4 942 999
‘ O M P R E H E N S | V E Employee benefit expenses 7 -5 139 481 -4 650716
Depreciation, amortisation and impairment 9 -531118 -483 048
| N C O M E Other operating expenses 8 -2358 447 -2 508 266
' Operating profit (loss) 2544 615 897 040
Financial income 10 18 791 14 517
Financial expenses 10 -309 208 -217399
Profit (loss) before taxes 2254198 694 157
Income taxes 11 5606 -13 623
Net profit for the financial year 2259 804 680 534
Other comprehensive income items
Items that may be reclassified subsequently to profit or loss
Translation differences -4 220 -5 014
Total comprehensive income for the financial year 2255584 675 520
Profit for the financial year attributable to
Owners of the parent 2261208 654 766
Non-controlling interests -1403 25768
2259 804 680534
Comprehensive income attributable to
Owners of the parent 2 259 579 649752
Non-controlling interests -3995 25768
2255584 675520
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CONSOLIDATED

BALANCE SHEET e

EUR Note 31.12.2023 31.12.2022
ASSETS
Non-current assets
Goodwill 13 926 507 926 507
Development expenses 12 3602050 1350 601
Other intangible assets 12 11088 20192
Property, plant and equipment 14 413 267 434 341
Right-of-use assets 15 848 185 943042
Leasing receivables 15 1664 602 1861752
Non-current receivables 18 265571 266 471
Total non-current assets 7731271 5802 905
Current assets
Inventories 16 1005752 2831193
Trade receivables 17 5288 969 4918 883
Leasing receivables 15 197 149 184 44,6
Other receivables 18 1359 427 753 069
Cash and cash equivalents 19, 22 437737 446122
Total current assets 8289033 9133712
Total assets 16 020 304 14 936 617

EUR Note 31.12.2023 31.12.2022
Shareholders’ equity
Share capital 21 2 500 2 500
Invested unrestricted equity reserve 21 5869380 5869380
Retained earnings 676 828 -1542 667
Non-controlling interests 10 040 67 878
Total shareholders’ equity 6558 748 4397 091
Non-current liabilities
Subordinated loans 20, 23 100 000 100 000
Loans from financial institutions 20, 23 o) 1420792
Other interest-bearing liabilities 20, 23 1852 423 1799 150
Loan from government 20, 23 508 748 797 114
Lease liabilities 15, 20, 23 2013 872 2273606
Deferred tax liabilities 20, 23 58 250 62 267
Total non-current liabilities 4533293 6 452 928
Current liabilities
Loans from financial institutions 20, 23 333292 66 758
Loan from government 20, 23 434982 79 616
Lease liabilities 15, 20, 23 420188 410 403
Trade payables 20, 23 945 629 1611384
Other liabilities 20, 23, 24 2794171 1918 437
Current liabilities 4928 262 4086 598
Total liabilities 9 461 556 10539 526
Total shareholders’ equity and liabilities 16 020 304 14 936 617

© blackdonuts
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CONSOLIDATED

CASH FLOW
STATEMENT e

EUR

Cash flows from operating activities

1 Jan -31 Dec 2023

1Jan-31 Dec 2022

Profit/loss for the period 2 259 804 680 534
Adjustments
Depreciation and amortisation 531118 483 048
Other non-cash transactions 125421 208 092
Interest and other financial expenses 309 208 217399
Interest income -18 791 -14 517
Income taxes -5 606 13 623
Change in net working capital
Change in trade and other receivables -1149 845 -1 518 407
Change in inventories 1825 441 -1159 225
Change in trade payables and other liabilities -69133 1856 273
Change in provisions
Interests paid -107 272 -281 425
Interests received 6338 1409
Income taxes paid -28 187 -31961
Cash flow from operating activities 3678 497 454 844
Cash flows from investments
Investments in tangible and intangibles assets -2 508337 -1 070 632
Loans extended 11 389 o)
Repayments of loans o) 3000
Cash flow from investments -2 496 948 -1 067 632
Cash flows from financing activities
Withdrawals of non-current loans 200132 1274 838
Repayments of loans -1 087 500 -382 846
Payment of lease liabilities -279 458 -269 420
Dividends paid -23108 -111 291
Cash flow from financing activities -1189 934 511 280
Change in cash and cash equivalents -838g -101 507
Cash and cash equivalents at year start 446122 547629
Change -8385 -101 507
Cash and cash equivalents at year end 437737 446122
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Invested Non-
unrestricted equity  Translation Retained  controlling
EU

R Share capital reserve differences earnings interests Total equity
Equity at 1 January 2023 2 500 5869 380 -26 558 -1516 109 67878 4397 090

O F C I I / \ N G E S Comprehensive income
Profit (loss) for the year o o 2261208 -1403 2259 804

Other comprehensive income items
| N EQ U I | Y ' Translation differences o 0 -1628 -2592 -4, 220

Comprehensive income for the financial year
total o o -1 628 2261 208 -3 995 2 255584

Transactions with

owners

Dividend distribution o o) o o ) 0

Other changes and adjustments 0 o -2592 -37 492 -53 843 -93 926
Total transactions with owners o o -2592 -37 492 -53 843 -93 926
Equity at 31 December 2023 2 500 5 869 380 -30 779 707 606 10 040 6 558 748

Invested Non-
unrestricted equity  Translation Retained  controlling

EUR Share capital reserve differences earnings interests Total equity
Equity at 1 January 2022 2 500 5869 380 -21 544 -2123 039 47 990 3775287
Comprehensive income

Profit (loss) for the year 654 766 25768 680 534

Other comprehensive income items

Translation differences -5 014 -5 014

Comprehensive income for the financial year
total o o -5 014 654 766 25768 675 520
Transactions with
owners

Dividend distribution

Other changes and adjustments -47 836 -5 881 -53717
Total transactions with owners o o o -47 836 -5 881 -53 717
Equity at 31 December 2022 2 500 5 869 380 -26 558 -1 516 109 67 878 4 397 090
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS.




GROUP
BASIC INFORMATION e

Black Donuts Engineering Inc. (hereinafter "BDE" or the “company”) is a Finnish limited liability company
established under the laws of Finland in 2010 with the business identity code 2352555-5. The company’s registered
office is located in Tampere, and its registered address is Myllyhaantie 6, 33960 Pirkkala, Finland. A copy of the
consolidated financial statements is available at Myllyhaantie 6, 33960 Pirkkala, Finland.

Black Donuts Group serves its customers holistically

> from the design and product development of a tire product and its parts to testing;

»  from development and expansion of existing tire production to the design, building development and start-up of new tire plants;

> from the development of new sustainable business model, product, material and production innovations to the productionization of
products to meet the customers’ needs; and

» inthe digitalization of production to meet the special needs of the industry.

The Group offers its services globally to both existing tyre manufacturers as well as new prospective tyre manufacturers and other
stakeholders, such as manufacturers of raw materials and suppliers of production equipment.
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ACCOUNTING BASIS

The consolidated financial statements for the financial year ended on 31 December
2023 have been prepared in accordance with the International Financial Reporting
Standards (IFRS) and interpretations (IFRIC) in force on 31 December 2023. The
financial statements are in accordance with the IFRS standards issued by the
International Accounting Standards Board (IASB). The notes to the consolidated
financial statements have also been prepared in accordance with the requirements of
the Finnish Accounting Act and the Limited Liability Companies Act.

The financial statements have been prepared on a historical cost basis, with the
exception of lease liabilities and right-of-use assets, which are discounted at the
present value.

The company’s financial statements are presented in euros, which is the company’s
functional and presentation currency. The figures presented in these financial
statements have been rounded off from exact figures and therefore the sums of
individual figures may differ from the sum figures disclosed in the tables. Transactions
denominated in foreign currencies are translated into the functional currency at the
exchange rate of the transaction date.

Black Donuts Group has not yet applied the amended standards already issued by the

IASB the application of which is mandatory for the financial years beginning on or after

1January 2023. The company will adopt them as of the effective date of each standard
of interpretation or, if the effective date is not the first day of the financial year, as of

the beginning of the next financial year following the effective date, provided they have

been endorsed for use in the EU. The company’s current estimate is that the amended
standards will not have a material effect on future financial statements when they are
adopted.

ACCOUNTING PRINCIPLES REQUIRING
MANAGEMENT DISCRETION

The preparation of financial statements in accordance with IFRS requires the
management to exercise discretion regarding the choice and application of
accounting policies. Furthermore, the management has had to make forward-
looking accounting estimates and assumptions that may affect the amounts of
assets, liabilities, income and expenses recognized during the reporting period,
the outcomes of which may differ from these estimates.

The discretionary decisions made by the management of the Black Donuts
Group in applying the accounting policies that have the greatest impact on the
figures presented in the financial statements concern the following areas:

» Recognition of net sales as revenue: determination of performance
obligations and stand-alone selling prices and method of revenue

recognition over time (Note 3 Net sales)

»  Goodwill impairment testing: forecasts and the parameters used in the
projections (Note 13 Goodwill and impairment testing)

» Treatment of leases: estimates of lease term and incremental borrowing
rate (Note 15 Leases)

» Recognition of expected credit losses (Note 17 Sales receivables)
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CONSOLIDATION PRINCIPLES
SUBSIDIARIES

The consolidated financial statements include the parent company Black Donuts
Engineering Inc. and all its subsidiaries over which the parent company has control.
Control arises when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its
power over the investee.

Intra-Group shareholding has been eliminated using the acquisition method. Acquired
subsidiaries are consolidated from the moment the Group acquires control and
transferred subsidiaries are consolidated until control ceases. All intra-Group
transactions, receivables, liabilities and unrealized profits and internal distribution of
profit are eliminated in preparing the consolidated financial statements. Where
necessary, the accounting policies of subsidiaries have been amended in the
consolidation to reflect the accounting principles of the consolidated financial
statements.

Non-controlling interests in the acquiree are measured either at fair value or pro rata to
their proportional share of the acquiree’s identifiable net assets. The measurement
principle is determined separately for each acquisition. The treatment of the goodwill
arising from the acquisition of subsidiaries is described in Note 13. Goodwill and
impairment testing.

The distribution of net profit or loss for the period to the parent company owners and
non-controlling interests is disclosed in the statement of comprehensive income. The
distribution of comprehensive income to the parent company owners and non-
controlling interests is disclosed in the statement of comprehensive income. The net
profit or loss and comprehensive income for the financial year are allocated to the
owners and non-controlling interests of the parent, even if this resulted in the non-
controlling interests having a negative share.

The share of equity attributable to non-controlling interests is presented as a separate
item on the balance sheet under shareholders’ equity. Changes in the parent company’s
holdings in a subsidiary that do not result in the loss of control are treated as equity
transactions.

ITEMS DENOMINATED IN FOREIGN CURRENCIES

The figures concerning the profit and loss and financial position of the Group’s units are
measured in the currency that is the currency of the principal operating environment of
each unit (‘functional currency’). The consolidated financial statements are presented
in euros, which is the functional and presentation currency of the Group’s parent
company.

Transactions denominated in foreign currencies are recorded in the functional currency
using the exchange rate prevailing on the date of the transaction. Monetary items
denominated in foreign currencies are translated into the functional currency at the
exchange rates prevailing at the end of the reporting period. Gains and losses arising
from foreign currency transactions and the translation of monetary items are
measured through profit or loss and recognized in the income statement financing
items.

The income and expense items in the income statements of foreign Group companies
are translated into euros at the average exchange rate of the financial year and the
balance sheets at the exchange rate of the closing date of the financial year. The
translation of the net result and comprehensive income for the financial year at
different rates in the statement of comprehensive income and balance sheet results in
a translation difference recognized in shareholders’ equity on the balance sheet, the
change of which is recognized in other comprehensive income.
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NET SALES e

The table below presents a breakdown of the Group’s net sales by the customers’ domicile.

© blackdonuts

Breakdown of net sales by market area 2023 2022 2021
Finland 579 358 41321 953362
Europe 5770245 6850976 2604 885
Africa 4220350 1276428 221760
South America 54 000 0 0
North America 2 598 400 533187 1192827
Asia 2525799 2828975 2605094
Total net sales 15748151 11530887 7577928
Breakdown of net sales Revenue recognition 2023 2022 2021
Delivery and design projects Over time 9007244 7633947 4076751
Component sales At a point of time 5838410 3401136 2702614
Testing services Over time 902 498 495 804 798 564
Total net sales 15748152 11530887 7577929
Share of partially or fully unrecognised performance obligations of delivery and
design projects 2023 2022 2021
Less than 1 year 6969812 6551726 5427561
Overayear 4 863 966 912000 1510175
11833778 7463726 6937736
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REVENUE RECOGNITION
PRINCIPLE FOR SALES

Black Donuts Group applies the IFRS 15 Revenue from Contracts with
Customers standard. Sales revenue is recognized up to the amount expected
to be received from customers as consideration for the delivery of a product
or service. Sales revenue is recognized when control of the product has been
transferred or the service has been delivered to the customer. Revenue is
recognized either at a point in time or over time. These principles are applied
following a five-step guideline:

The net sales of the Black Donuts Engineering Group are primarily classified
into three categories for revenue recognition:

1. Delivery and design projects, which involve a fixed-price contract with the
customer. Revenue is primarily recognized over time based on the
percentage of completion, and the percentage of completion is assessed
based on output or input.

2. Component sales, in which revenue is recognized at a point in time once

1. Identification of the contract, the goods have been delivered to the customer.
2. ldentification of performance obligations, 3. Testing services, which are recognized over time.
3. Determination of the transaction price,
4. Allocation of the transaction price to performance obligations, and
5. Sales revenue recognition
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RECOGNITION OF REVENUE
OVERTIME

The Group typically fulfils its performance
obligation over time while working in the
customer’s project, either because the customer
simultaneously obtains benefits from the work
performed by Black Donuts Group (testing
services) or, in most cases, because the outcome of
the work is such that there is no alternative use for
the performance received (delivery and design
projects).

The criteria for revenue recognition over time are
met in Black Donuts Group’s delivery and design
projects, which are service packages tailored for a
specific customer. The Group’s contracts with
customers often aim at a single outcome from the
customer’s point of view, such as a new or revised
tire model, production line or production unit. In
such cases, the performance obligation is the
service package promised in the customer contract
or a clearly separable sub-package, and the
services and goods and/or separate service
packages indicated in the contracts are considered
to aim at fulfilling the service package or sub-
package indicated in the contracts. The Group

delivers the specified plans, technologies and
equipment to the customer as part of the deliveries
of service packages. The deliveries may also
include consulting, training, testing, installation
supervision and other auxiliary services.

In measuring the percentage of completion of
projects recognized over time, the Group applies a
revenue recognition method in which the
percentage of completion is measured based on
output (achievement of milestones) or input.
Prices corresponding to their value are defined for
the services in the milestones. In the case of fixed-
price contracts, the customer pays fixed
consideration according to a payment schedule
based on work phases, which are generally tied to
services defined in the contract. The method is
estimated to result in a revenue recognition model
that best describes the transfer of control
associated with the outputs to the customer.

The revenue recognition is based on the value
generated for the customer from the delivered
products and services.

In on-going projects recognized over time,
prepayments are recognized as payments received
to the net sales associated with customer
contracts. At the end of the reporting period, the
accumulated costs are compared with the project
forecast and the net sales are adjusted to
correspond to the amount of services provided.

A receivable associated with customer contracts is
recognized to the extent that the recognized
amount exceeds the payments received. A debt
associated with customer contracts is recognized
to the extent that the recognized amount falls
below the payments received.

In consulting and design projects and testing
services that can be charged at agreed hourly
rates, sales revenue from the service provided is
recognized up to the amount at which the Group
has the right to charge the customer.
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RECOGNITION OF REVENUE AT APOINT INTIME

When the Group delivers components, equipment or wear or spare parts to
customers, sales revenue is recognized when control is transferred to the
customer, i.e. usually based on delivery or commissioning.

VARIABLE CONSIDERATION

With regard to contracts involving variable consideration, such as rebates or
incentives, the Group always uses the most probable amounts. With regard to
projects recognized as revenue based on the percentage of completion,
variable consideration is only taken into account when it is probable that it will
materialize. In case of an incentive or performance-based success reward, this
leads to a positive adjustment to net sales when it is added to the revenue
recognition calculation. Correspondingly, negatively changed amounts lead to
a negative entry in revenue recognition immediately when they are probable.
All variable consideration is assessed on a regular basis and at least in
connection with reporting.

WARRANTIES

The company’s delivery and design projects usually do not include service
warranties. The liability for defects specified in the contracts is limited in
duration and in terms of amounts. A warranty provision is recognized in case
of a warranty that is only intended to assure the compliance of the product
with the agreed characteristics and the customer would not otherwise be able
to obtain warranty, i.e., it is not a separate performance obligation.

ACCOUNTING POLICIES REQUIRING
MANAGEMENT DISCRETION AND KEY FACTORS
OF UNCERTAINTY ASSOCIATED WITH ESTIMATES

The preparation of financial statements in accordance with IFRS requires the
management to exercise discretion regarding the choice and application of
accounting policies. Furthermore, the management has had to make forward-
looking accounting estimates and assumptions that may affect the amounts
of assets, liabilities, income and expenses recognized during the reporting
period, the outcomes of which may differ from these estimates.

The estimates and assumptions are based on historical knowledge and other
justifiable assumptions which are considered to be reasonable at the time of
preparing the financial statements. It is possible that the actual outcomes
deviate from the estimates used in the financial statements. The uncertainties
associated with the estimates and assumptions made which can cause a
significant risk of a change in the carrying amounts of assets and liabilities
relate to the following items:

The assessment of the criteria for revenue recognition over time requires
discretion in determining the Black Donuts Group's existing right to payment
for the performance provided by the time of review. In addition, discretion is
required in recognizing revenue over time, because it is based on expected
sales revenue and measurement of the percentage of completion. The
amount of variable consideration is estimated based on the most probable
amount. In addition, any project loss provisions and changes in the accrual of
project expenses are based on management discretion.
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CAPITALIZATION OF

DEVELOPMENT EXPENDITURE e

Capitalised development expenses on the balance sheet are comprised of the

following items:

MATERIALS AND
SERVICES

EUR 2023 2022
Personnel expenses 703 309 309 319
Purchases & External services 1594 984 286 995
Other expenses 126 785 103 561
Total 2425079 699 874
OTHER OPERATING

INCOME »

EUR 2023 2022

IFRS 16 income 3127 5654

Public grants 237 502 549183

Otherincome 550 7111

Total 241178 561948

Other operating income is comprised of public grants and other income, such as
apprenticeship and employment allowances. Other operating income includes
grants that have been received as compensation for previously realized expenses
and they are recognized through profit or loss for the period during which the right

to the grant arises.

EUR

Materials, goods and supplies
Purchases during the financial year
Change in inventories
External services

Total

2023

3830000

121 222
2091675
6 042 897

2022

3025584

-506 166
2423581
4942999

Materials and services are comprised of purchases, change in inventories and
external services. Expenses are recognized as expenses for the financial year in
accordance with the accrual principle when they are incurred and when the related

sales are recognized.
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EMPLOYEE
BENEFIT EXPENSES o

EUR 2023 2022
Wages and salaries 4214973 3825952
Pension expenses - defined contribution plans 742 691 660 928
Other social security expenses 181 816 163 836
Total 5139481 4650716

2023 2022
Group’s personnel on average during the financial year 58 57
EMPLOYEE BENEFITS

The expense based on the work performance during the period is recognized
through profit or loss and disclosed in employee benefit expenses for the

period during which the services associated with the expenses are performed.

Expenses based on previous work performance are recognized as expenses
through profit or loss at the earlier of when the change or curtailment takes
place or the entity recognizes the related restructuring expenses or benefits
associated with the termination of employment. Information about
management remuneration is disclosed in Note 26 on related-party
transactions.

© blackdonuts

PENSION OBLIGATIONS

The Group currently only has defined contribution pension
schemes. Payments for them are recognized as expenses in the
income statement for the financial year to which they relate. The
Group has no legal or constructive obligation to make additional
payments if the payment recipient is unable to pay the pension
benefits concerned.

SHARE-BASED PAYMENTS

The Group has not had any share-based payment schemes pursuant
to IFRS 2.
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OTHER OPERATING

EXPENSES o

EUR

Facility expenses

IT expenses

Marketing and communications expenses
Travel and entertainment expenses
Voluntary employee expenses
Research and development expenses
Administrative services

Impairment of trade receivables
Other expenses

Total

2023
68 933
296 256
180 771
805 554
152 874
195 502
429327
224304

4926

2022
87239
217 458
220714
957 615
149361
232272
497 052
120 142

26 413

2358 447 2508266

AUDITORS'
FEE

EUR
Ernst & Young Oy
Audit fee
Other fees
Total

2023

52950
0

52950

2022

44337
15 860
60197

DEPRECIATION, AMORTIZATION

AND IMPAIRMENT e

EUR 2023 2022
Development expenses 173629 180119
Amortisation of other intangible assets 22 964 6731
Property, plant and equipment 76 087 46 111
Amortisation of right-of-use assets 258438 250087
Total 531118 483048
FINANCIAL INCOME
AND EXPENSES o
Financial income, EUR 2023 2022
Interest and other financial income 18791 14 517
Total 18 791 14517
Financial expenses, EUR
Interest expenses 275 289 186 884
Interest expense on lease liabilities 33418 23283
Other financial expenses 501 7232
Total 309208 217399

Interest expenses are mainly comprised of interest expenses on financial liabilities and interest
expenses from the treatment of leases in accordance with IFRS 16. Other financial expenses are
comprised of a guarantee provision and interest on trade payables. Financial expenses are also
discussed in Note 20. Management of financing risks.
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INCOME TAXES o

EUR 2023
Taxes recognised through profit or loss -6 289
Taxes related to previous financial years 0
Change in deferred taxes 11 896
Total 5 606

2022
"14791
o
1168
-13 623

Reconciliation of tax expense on the income statement and taxes calculated using the tax rate of the

home country:

EUR 2023 2022
Profit (loss) before taxes 2312371 694 157
Income tax at the Finnish tax rate, 20% -462 474 -138 831
Non-deductible expenses and non-taxable income 1498 2121
Difference between foreign tax rates and the Finnish tax rate -391 -265
Deferred taxes not recognized in the result for the financial year. 470 610 126 228
Other items -3636 -2 875
Income taxes on the income statement 5 606 -13 623
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TAXES BASED ON THE TAXABLE INCOME FORTHE PERIOD

AND DEFERRED TAXES INCOME TAXES

The tax expense is comprised of tax based on the taxable income
for the period and deferred taxes. Taxes are recognized through
profit or loss, except when they are directly associated with items
recognized in equity or other comprehensive income. In this case,
the tax is also recognized in the items concerned. The Group has
not recognized income taxes in other comprehensive income.

The tax based on the taxable income for the period is calculated
from the taxable income based on each country’s valid tax rate or
tax rate that has been practically approved by the closing date. The
Group offsets tax assets and liabilities based on the taxable income
for the period if and only if the Group has a legally enforceable right
to offset the items with each other and the Group intends to either
to settle on a net basis, or to realize the asset and settle the liability
simultaneously.

Deferred taxes are calculated based on temporary differences
between the carrying value and value in taxation. However,
deferred tax liabilities are not recognized for the initial recognition
of goodwill or if it is due to the initial recognition of an asset or
liability when it is not a business combination and the transaction
will not have an impact on the result of accounting or taxable
income at the time of its materialization.

Recognised
Changes in deferred taxes 1.1.2023 through profit or loss 31.12.2023
Deferred tax assets
Right-of-use assets 1221 1854 3075
IFRS16 Subletting arrangement -62 267 4017 -58 250
Other 29 485 4 658 34143
Total -31561 10529 -21 033
Recognised
Changes in deferred taxes 1.1.2022 through profit or loss 31.12.2022
Deferred tax assets
Right-of-use assets 1561 “341 1221
IFRS16 Subletting arrangement -65538 3271 -62267
Other 32595 -3110 29 485
Total -31381 -180 -31 561
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CONFIRMED
LOSSES

Tax losses and temporary differences for which no deferred tax asset has been recognized:

EUR 2023 2022
Unused tax losses 2020336 2741648
Total 2020336 2741648
The deferred tax asset from tax losses not recognized is EUR 404,000 (2022: EUR 548,000).

Confirmed losses expire in 10 years. Tax losses expire as follows:

EUR 2023 2022
Expires within five years 0 0
Expires later than within five years 2020336 2741648
Total 2020336 2741648

The unconfirmed tax loss for 2023 for the Group’s companies is the total of EUR 399,000 (2022: EUR 631,000).
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INTANGIBLE
FIXED ASSETS o

Other
Development  intangible
Intangible rights Goodwill expenses assets Total
Acquisition cost at 1 Jan 2023 926 507 4 914 350 294 471 6135328
Increases o 2 425079 13 861 2438939
Acquisition cost at 31 Dec 2023 926 507 7339 429 308332 8 574 267
Accumulated depreciation and amortization at 1 Jan
2023 o} -3563750 -274280  -3838029
Depreciation and amortization for the financial year 0 -173629 "22964 "196 593
Accumulated depreciation and amortisation at 31 Dec o} -3737379 -297 243 -4 034623
2023
Carrying amount at 1 Jan 2023 926 507 1350 600 20191 2297299
Carrying amount at 31 Dec 2023 926 507 3 602 050 11 088 4539 645
Other
Development intangible
Intangible rights Goodwill expenses assets Total
Acquisition cost at 1 Jan 2022 926 507 4 214 476 294 471 5435 454
Increases o} 699 874 o 699 874
Acquisition cost at 31 Dec 2022 926 507 4 914 350 294 471 6135329
Accumulated depreciation and amortization at 1 Jan o} -3383631 -267549  -3651180
2022
Depreciation and amortization for the financial year 0 -180119 6731 -186 850
Accumulated depreciation and amortisation at 31 Dec o -3563750 -274280  -3838030
2022
Carrying amount at 1 Jan 2022 926 507 830845 26922 1784 274
Carrying amount at 31 Dec 2022 926 507 1350 600 20191 2297299

ACCOUNTING PRINCIPLE

Intangible assets are comprised of goodwill,
development expenses and other intangible assets,
which are mainly comprised of software and licenses.
The principles of recognizing and measuring goodwill
are described in Note 13.

Development expenses and other intangible assets
are initially recognized on the balance sheet at
acquisition cost if the acquisition cost can be reliably
determined and it is likely that the expected future
benefit from the asset will benefit the Group. The
residual value of the asset, economic useful life and
amortization method are revised at the minimum at
the end of each financial year and, if necessary,
adjusted to illustrate the changes in the expectations
of economic benefit.

CEO’s review | Report of the Board of Directors | Consolidated financial statements | Notes to the consolidated financial statements | Parent company’s financial statements | Signatures | Auditor's report

41



© blackdonuts

RESEARCH AND DEVELOPMENT EXPENSES

Research expenses are recognized through profit or loss. Development
expenses arising from the design of new or significantly improved products
or services are capitalized on the balance sheet as intangible assets when:

» the expenses of the development phase can be reliably determined

» the completion of the asset is technically feasible

» the Group can use or sell the asset

» the Group can prove how the asset will provide it with probable future
economic benefit

» the Group intends to, and has the resources to, complete the
development work of the asset

Capitalized development expenses include the material, labour and testing
expenses and any capitalized debt expenses which are directly caused by the
completion of the asset for the intended use. Development expenses that
have previously been recognized as expenses are not subsequently
capitalized.

An asset is amortized starting from when it is ready for use. An asset that is
not yet ready for use is tested annually for impairment. After initial
recognition, capitalized development expenses are measured at acquisition
cost less accumulated depreciation, amortization and impairment.

The economic useful life of capitalized development expenses is 5 to 7 years,
during which the capitalized expenses are amortized using the straight-line
method.

OTHER INTANGIBLE ASSETS

Other intangible assets mainly include software and licenses. The
amortization periods of other intangible assets with a finite economic useful
life are 5 to 7 years.
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GOODWILL AND TESTING
FOR IMPAIRMENT e

GOODWILL

Goodwill corresponds to the part of acquisition cost that exceeds the Group’s share of
the fair value of the acquiree’s identifiable net assets, liabilities and contingent
liabilities at the time of acquisition. Goodwill is not amortized, but tested for any
impairment annually and whenever there are indications of possible impairment of
value. For this purpose, goodwill is allocated to cash-generating units. Goodwill is
measured at original acquisition cost less impairment.

Goodwill is allocated to groups of cash-generating units, representing the level at
which the management monitors goodwill. Goodwill is allocated to the acquired
businesses, and the allocation is presented in the table below.

Allocation of goodwill 2023 2022
Component business 864 723 864 723
Testing services 61 785 61785
Total 926 507 926 507

The amount of goodwill on the balance sheet at the end of the financial year

totalled EUR 926,000 (2022: EUR 926,000). The company has tested the goodwill

in accordance with IAS 36.

TESTING FOR IMPAIRMENT

The Group reviews on the closing date of each reporting period whether there are
indications of the impairment of an asset. If indications emerge, the recoverable
amount of the asset concerned is estimated. In addition, the recoverable amount of
the following assets is estimated each year regardless of whether there are
indications of impairment: goodwill, intangible assets with an infinite economic
useful life, and intangible assets in progress.

The need for recognizing impairment is reviewed at the level of cash-generating
units, i.e. the lowest unit level that is largely independent of other units and the
cash flows of which can be separated and are largely independent of the cash flows
of other corresponding units. The cash-generating unit is the lowest level of the
Group as which goodwill is monitored for internal management.

The recoverable amount is the higher of the fair value of the asset less costs to sell
orvalue in use. Value in use refers to the estimated future net cash flows available
from the asset or cash-generating unit concerned, discounted to their present
values. The discount rate used is the pre-tax interest rate that reflects market
assessments of the time value of money and the risks specific to the asset.
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An impairment loss is recognized if the carrying amount exceeds the
recoverable amount. Impairment losses are recognized immediately through
profit or loss. The economic useful life of the asset subject to depreciation
and amortization is re-assessed in conjunction with the recognition of the
impairment loss.

An impairment loss recognized for an asset other than goodwill is reversed if
a change has taken place in the estimates used in measuring the recoverable
amount of the asset. However, impairment losses are not reversed in excess
of the asset’s carrying amount had no impairment loss been recognized. In no
circumstances are impairment losses recognized for goodwill reversed.

A forecast period of 4 years is used in testing goodwill for impairment.
Operating income from cash-generating units decreased during the financial
year with regard to the components business, while income from testing
services increased. In the previous financial years, the discount rate has been
calculated based on an estimate of the Group’s return on equity requirement
and the Group’s new cost of capital at the time of the financial statements
plus a risk premium. In 2020-2022, the discount rate was increased due to
future uncertainties (especially the uncertainty caused by the COVID-19

pandemic). In 2023, the method of calculating the discount rate was changed.

In 2023, the discount rate was calculated based on WACC factors and is
therefore no longer based on an estimate. The discount rate used in 2023 was
13% (2020-2022: 20%).

© blackdonuts

Key assumptions used in testing the goodwill of the component business for impairment 2023 2022
Duration of the forecast period (years) 4 4
Average annual growth in net sales* 5% 5%
Operating margin 9% 7%
Growth factor for cash flows after the forecast period 2% 2%
Discount rate 13% 20%

*In testing for impairment, goodwill is predicted to return closer to the 2022 level in 2024, whereupon the annual growth of net
sales is predicted to be 64% compared to 2023. The 2025 net sales are predicted to grow by 95% compared to 2024 due to the
development and expansion of product lines in 2023 and 2024. After 2025, the annual growth of net sales is estimated to be 5%

on average.

Key assumptions used in testing the goodwill of the testing service business forimpairment 2023 2022
Duration of the forecast period (years) 4 4
Average annual growth in net sales* 5% 5%
Operating margin 7% 8%
Growth factor for cash flows after the forecast period 2% 2%
Discount rate 13% 20 %

In 2024, the level of operating profit is predicted to rise to the 2020-2021 level, following which business operations are

predicted to continue growing by 5% annually.

The table below presents how each of the following changes, with the other factors remaining unchanged, would

lead to the unit’s carrying amount being equal to its recoverable amount:

Sensitivity analysis of goodwill allocated to the component business 2023 2022
Projected operating margin 8% 6 %
Discount rate 15 % 23 %
Sensitivity analysis of goodwill allocated to the testing services business 2023 2022
Projected operating margin 4 % 4%
Discount rate 24 % 35%
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PROPERTY, PLANT
AND EQUIPMENT e

EUR
Machinery and Right-of-use
Property, 