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CITY: Bucharest

FORM OF OWNERSHIP: Public Limited Company

LEGAL ENTITY: NETCITY TELECOM SA MAIN ACTIVITY

ADDRESS: Bucharest, 1A Poligrafiei Avenue, 19" floor,
District 1

(NACE group name): Wired telecommunications activities

NACE GROUP CODE: 6110

TELEPHONE: 031 425 97 01

UNIQUE TAX REGISTRATION CODE: 22902080

BALANCE SHEET as at
31 December 2023

Balance as at:

Row | 1 January |31 December
Item description No. 2023 2023
A B 1 2

FIXED ASSETS
Il. INTANGIBLE ASSETS
1. Formation expenses 01 - -
2. Development costs 02 - -
3. Concessions, patents, licences, trade marks, rights and similar
assets, and other intangible assets 03 111,213 1,108,733
4. Goodwill 04 - -
5. Intangible assets for the exploration and evaluation of mineral
resources 05 - -
6. Advances 06 - -
TOTAL (rows 01 to 06) 07 111,213 1,108,733
Il. TANGIBLE FIXED ASSETS
1. Land and buildings 08 253,661,842| 333,854,116
2. Plant and machinery 09 751,351 536,988
3. Other plant, machinery and furniture 10 1,283 1,039
4. Investment property 1 - -
5. Tangible assets under construction 12 22,219,421 30,074,683
6. Investment property under construction 13 - -
7. Tangible assets for the exploitation and evaluation of mineral
resources 14 - -
8. Biological assets 15 - -
9. Advances 16 - -
TOTAL (rows 08 to 16) 17 276,633,897 364,466,826
lll. FINANCIAL FIXED ASSETS
1. Shares held in subsidiaries 18 - -
2. Loans granted to group entities 19 - -
3. Shares held in associates and jointly controlled entities 20 - -
4. Loans granted to associates and jointly controlled entities 21 - -
5. Other investment securities 22 - -
6. Other loans 23 - -
TOTAL (rows 18 to 23) 24 - -
FIXED ASSETS — TOTAL (rows 07+17+24) 25 276,745,110/ 365,575,559
CURRENT ASSETS
I. INVENTORIES
1. Raw materials and consumables 26 172,284 207,404
2. Work in progress 27 - -
3. Finished goods and merchandise 28 - -
4. Advances 29 - -
TOTAL (rows 26 to 29) 30 172,284 207,404

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA
BALANCE SHEET
as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise specified)

Balance as at:

Row | 1January |31 December
Item description No. 2023 2023
A B 1 2

Il. RECEIVABLES
1. Trade receivables 31 6,093,244 5,215,431
2. Amounts receivable from affiliated entities 32 943,852 2,978,819
3. Amounts receivable from associates and jointly controlled entities | 33 - -
4. Other receivables 34 1,449,932 1,916,351
5. Subscribed but unpaid capital 35 - -
6. Receivables representing dividends distributed during the financial
year 36 - -
TOTAL (rows 31 to 35) 37 8,487,028 10,110,601
lll. SHORT-TERM INVESTMENTS
1. Shares held in affiliated entities 38 - -
2. Other short-term investments 39 - -
TOTAL (rows 37 to 38) 40 - -
IV. CASH AND BANK ACCOUNTS Y 5,758,967 8,012,197
CURRENT ASSETS (rows 30 + 36 + 39 + 40) 42 14,418,279 18,330,202
PREPAID EXPENSES (rows 43+44) 43 20,176,331 19,160,240
Amounts to be recovered within one year 44 1,635,383 1,432,151
Amounts to be recovered within a period of more than one year 45 18,540,948 17,728,089
LIABILITIES: AMOUNTS PAYABLE WITHIN ONE YEAR
1. Loans from bond issues, with loans from convertible bond issues
shown separately 46 - -
2. Amounts owed to credit institutions 47 - -
3. Advances received on account of orders 48 12,036 24,786
4. Trade payables — suppliers 49 744,900 1,088,952
5. Trade bills payable 50
6. Amounts due to group entities 51 13,461,773 18,717,920
7. Amounts due to associates and jointly controlled entities 52 - -
8. Other liabilities, including tax liabilities and social security liabilities| 53 17,472,000 20,024,049
TOTAL (rows 45 to 52) 54 31,690,709 39,855,707
NET CURRENT ASSETS / NET CURRENT LIABILITIES (rows
42+44-54-71-74-77) 55 (16,019,820)| (20,162,241)
TOTAL ASSETS MINUS CURRENT LIABILITIES (rows
25+45+55) 56 279,266,238 | 363,141,407

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA
BALANCE SHEET
as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise specified)

Balance as at:

Row | 1January |31 December
Item name no. 2023 2023
A B 1 2

LIABILITIES: AMOUNTS PAYABLE IN MORE THAN ONE
YEAR
1. Loans from bond issues, with loans from convertible bond
issues shown separately 57 - -
2. Amounts owed to credit institutions 58 148,138,993| 191,214,645
3. Advances received on orders 59
4. Trade payables — suppliers 60
5. Trade bills payable 61
6. Amounts due to group entities 62 85,344,615| 107,255,266
7. Amounts due to associates and jointly controlled entities 63
8. Other liabilities, including tax liabilities and social security
liabilities 64 1,173,133 1,849,555
TOTAL (rows 57 to 64) 65 234,656,741 300,319,466
PROVISIONS
1. Provisions for employee benefits 66 - -
2. Provisions for taxes 67 - -
3. Other provisions 68 - -
TOTAL (rows 66 + 67 + 68) 69 - -
PREPAID INCOME
1. Investment grants (rows 71+72) 70 49,937 37,187
Amounts to be recovered within one year 71 12,750 12,750
Amounts to be recovered within a period of more than one year 72 37,187 24,437
2. Deferred income - total
(rows 74 + 75), of which: 73 637,020 845,777
Amounts to be reversed within one year 74 370,023 56,137
Amounts to be recovered within a period of more than one year 75 266,997 789,640
3. Deferred income relating to assets received by transfer
from customers (rows 77+78) 76
Amounts to be recovered within one year 77
Amounts to be reversed within a period of more than one year 78
Negative goodwill 79
TOTAL (rows 70 + 73 + 76 + 79) 80 686,957 882,964
CAPITAL AND RESERVES
. CAPITAL
1. Paid-up subscribed capital 81 5,103,540 5,103,540
2. Subscribed but unpaid capital 82 - -
3. Assets of the public utility 83 - -
4. Assets of national research and development institutes 84 - -
5. Other equity items 85 - -
TOTAL (rows 81 to 85) 86 5,103,540 5,103,540
Il. CAPITAL PREMIUMS 87 - -
lll. REVALUATION RESERVES 88 - -

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA
BALANCE SHEET
as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise specified)

Balance as at:
Row| 1January |31 December
Item name no. 2023 2023
A B 1 2

IV. RESERVES - -
1. Statutory reserves 89 2,304,572 2,304,572
2. Statutory or contractual reserves 90 - -
3. Other reserves 91 - -
TOTAL (rows 88 to 90) 92 2,304,572 2,304,572
Treasury shares 93 - -
Gains relating to equity instruments 94 - -
Losses related to equity instruments 95 - -
V. RETAINED PROFIT OR LOSS Balance C | 96 19,311,032 36,897,201

Balance D | 97 - -

Balance C | 98 17,586,169 17,702,551
VI. PROFIT OR LOSS FOR THE FINANCIAL YEAR|Balance D | 99
Profit allocation 100 - -
EQUITY - TOTAL
(rows 85+86+87+91-92+93-94+95-96+97-98-99) 101 44,305,313 62,007,864
Public assets 102 -
Private assets 103 -
CAPITAL - TOTAL (rows 100 + 101 + 102) 104 44,305,313 62,007,864

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Signature [illegible signature]

Company stamp [Stamp: S.C. NETCITY TELECOM S.A. [illegible signature]

// netcity // BUCHAREST * ROMANIA]

Prepared by,

Cristian Osadczuk

Chief Financial Officer

Signature

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA

PROFIT AND LOSS ACCOUNT for the financial year ended 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Financial year ending
Row | 31 December | 31 December
Name of indicators No. 2022 2023
A B 1 2
1. Net turnover (rows 03 + 04 — 05 + 06) 01 55,330,793 61,177,981
- of which, net turnover corresponding to the main activity
actually carried out 02 54,642,781 61,177,981
Sales 03 54,642,781 61,177,981
Revenue from the sale of goods 04 688,012 -
Trade discounts granted 05 - -
Revenue from operating subsidies relating to turnover 06 - -
2. Revenue relating to the cost of work in|Balance C 07 - -
progress Balance D 08 - -
3. Revenue from the production of intangible and tangible
fixed assets 09 61,792,089 94,874,172
4. Revenue from the revaluation of tangible fixed assets 10 - -
5. Income from investment property 11 - -
6. Revenue from operating grants 12 - -
7.  |Other operating income 13 811,624 159,289
- of which, income from negative goodwill 14 - -
- of which, income from investment grants 15 10,627 12,750
TOTAL OPERATING INCOME
(rows 01 +07-08+09+10+11+12+13) 16 117,934,506| 156,211,442
8. a) Expenditure on raw materials and consumables 17 705,044 419,205
Other material expenses 18 52,918 19,767
b) Other external expenses (energy and water), of which: 19 35,523 49,067
- expenditure on energy consumption 20 16,121 42,232
- natural gas consumption costs 21 4,150 5,565
¢) Expenses relating to goods 22 631,911 -
Trade discounts received 23 - -
9. Staff costs (rows 25 + 26), of which: 24 6,977,325 6,944,878
a) Salaries and allowances 25 6,773,346 6,759,873
b) Insurance and social security costs 26 203,979 185,005
10. |a) Value adjustments relating to tangible and intangible
fixed assets (rows 28 + 29 - 30) 27 7,300,256 8,906,026
a.1) Operating expenses relating to depreciation of fixed
assets 28 7,300,256 8,906,026
a.2) Other expenses 29 - -
a.3) Revenue 30 - -
b) Value adjustments relating to current assets (rows 32—
33) 31 161,087 (161,088)
b.1) Expenses 32 161,087 -
b.2) Revenue 33 - 161,088
11. |Other operating expenses (rows 35 + 36 + 40 + 42 + 44 + 69,955,941 102,151,392
45 + 47 + 48 + 49 + 50) 34
11.1. Expenditure on external services 35 63,461,092 94,871,275

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA

PROFIT AND LOSS ACCOUNT for the financial year ended 31 December 2022

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Financial year ending

Row | 31 December | 31 December
Name of indicators No. 2022 2023
A B 1 2
11.2 Expenditure on royalties, management fees and rents, of 6,470,211 7,246,300
which: 36
- Royalty expenses 37 6,129,147 6,808,562
- Expenses relating to managed properties 38 - -
- Rental expenses 39 341,064 437,738
11.3 Intellectual property expenses, of which: 40 - -
- Expenses relating to affiliated entities 41 - -
11.4 Management expenses, of which 42
- Expenses relating to affiliated entities 43 - -
11.5 Consultancy expenses 44 - -
- Expenses relating to affiliated entities 45 - -
11.6 Expenses relating to other taxes, duties and similar 22,430 29,464
payments, expenses representing transfers and contributions
due under special legislation 46
11.7 Expenditure on environmental protection 47 - -
11.8 Expenses from the revaluation of tangible fixed assets 48 - -
11.9 Expenses relating to natural disasters and similar events | 49 - -
11.10 Other expenses 50 2,208 4,353
12. |Adjustments to provisions (rows 52-53) 51 - -
- Expenses 52 - -
- Income 53 - -
OPERATING EXPENSES - TOTAL
(rows 17 + 18 + 19+ 22 — 23 + 24 + 27 + 31 + 34 + 51) 54 85,820,005| 118,329,247
OPERATING PROFIT OR LOSS
- Profit (row 16 - 54) 55 32,114,501 37,882,195
- Loss (row 54 - 16) 56 - -
13. |Income from equity investments 57 - -
- of which, income received from affiliated entities 58 - -
14. |Interest income 59 39,604 12,981
- of which, income received from affiliated entities 60 - -
15. |Income from operating grants for interest payable 61 - -
16. |Other financial income 62 6,134,700 4,513,626
- of which, income from other financial assets 63
FINANCIAL INCOME - TOTAL (rows 57 + 59 + 61 + 62) 64 6,174,304 4,526,607
17. |Value adjustments relating to financial assets and
financial investments held as current assets
(rows 66—67) 65 - -
- Expenses 66 - -
- Income 67 - -
18. | Interest expenses 68 12,497,710 16,753,060
- of which, expenses relating to affiliated entities 69 7,012,489 7,679,302
19. | Other financial expenses 70 6,203,083 6,147,782
FINANCIAL EXPENSES - TOTAL (rows 65 + 68 + 70) 71 18,700,793 22,900,842

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA
PROFIT AND LOSS ACCOUNT for the financial year ended 31 December 2022
(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Financial year ending

Row | 31 December | 31 December
Name of indicators No. 2022 2023
A B 1 2
FINANCIAL PROFIT OR LOSS:
- Profit (rows 64-71) 72 - -
- Loss (rows 71-64) 73 12,526,489 18,374,235
TOTAL REVENUE (rows 16 + 64) 74 124,108,810 | 160,738,049
TOTAL EXPENSES (rows 52 + 71) 75 104,520,798 | 141,230,089
GROSS PROFIT OR LOSS:
- Profit (rows 72-75) 76 19,588,012 19,507,960
- Loss (rows 75 - 74) 77 - -
20. | Income tax 78 2,001,843 1,805,409
21. | Income tax expense arising from intra-group income tax
settlements 79 - -
22. | Income tax revenue arising from settlements within the tax
group in respect of corporation tax 80 - -
23 | Tax specific to certain activities 81 - -
24. |Other taxes not included in the above items 82 - -
NET PROFIT OR LOSS FOR THE FINANCIAL YEAR:
- Profit (rows 76 — 77 — 78 — 81 -82—-79 + 80) 83 17,586,169 17,702,551
- Loss (rows 77 + 78 + 81 + 82— 76 + 79 — 80) 84 - -

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Signature [illegible signature]
Company stamp [Stamp: S.C. NETCITY TELECOM

Prepared by,
Cristian Osadczuk

Chief Financial Officer

Signature

S.A. // netcity // BUCHAREST * ROMANIA]

[illegible signature]

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA

STATEMENT OF CHANGES IN EQUITY for the financial year ended 31 December 2023 (all amounts are expressed in new lei (‘RON’), unless otherwise stated)

2023
Balance as Increases Decreases
at Balance as at
1 January |Total, By Total, By 31 December
Item name 2023 of which: Transfer of which: transfer 2023
Subscribed capital 5,103,540 - - - - 5,103,540
The company’s assets - - - - - B
Capital premiums - - - - - -
Revaluation reserves - - - - - _
Statutory reserves 2,304,572 - - - - 2,304,572
Statutory or contractual reserves - - - - - -
Other reserves - - - - - R
Own shares - - - - - R
Gains relating to equity instruments - - - - - R
Losses relating to equity instruments - - - - - -
Retained earnings representing the surplus realised from revaluation reserves - - - - - -
Retained earnings representing undistributed profit or uncovered loss Balance C | 19,311,032 17,586,169 17,586,169 - - 36,897,201
Balance D - - - - - -
Retained earnings arising from the first-time adoption of IAS, excluding IAS 29 | Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from the correction of accounting errors Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from changes in accounting policies Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from the transition to accounting standards | Balance C - - - - -
compliant with European directives Balance D - - - - _ _
Profit or loss for the financial year Balance C 17,586,169 17,702,551 - 17,586,169 17,586,169 17,702,551
Balance D - - - - - -
Profit distribution
Total equity 44,305,313 35,288,720 17,586,169 17,586,169 17,586,169 62,007,864

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Signature [illegible signature]

Company stamp [Stamp: S.C. NETCITY TELECOM

S.A. // neteity // BUCHAREST * ROMANIA]

Prepared by,

Cristian Osadczuk

Chief Financial Officer

Signature

[illegible signature]

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA

STATEMENT OF CHANGES IN EQUITY for the financial year ended 31 December 2023 (all amounts are expressed in new lei (‘RON’), unless otherwise stated)

2022
Balance as Increases Decreases
at Balance as at
1 January |Total, By Total, By 31 December
Item name 2023 of which: Transfer of which: transfer 2023
Subscribed capital 5,103,540 - - - - 5,103,540
The company’s assets - - - - - B
Capital premiums - - - - - _
Revaluation reserves - - - - - -
Statutory reserves 2,304,572 - - - - 2,304,572
Statutory or contractual reserves - - - - _ -
Other reserves - - - - - R
Own shares - - - - - R
Gains relating to equity instruments - - - - - -
Losses relating to equity instruments - - - - - R
Retained earnings representing the surplus realised from revaluation reserves - - - - - -
Retained earnings representing undistributed profit or uncovered loss Balance C - 19,311,032 19,311,032 - - 19,311,032
Balance D - - - - - -
Retained earnings arising from the first-time adoption of IAS, excluding IAS 29 | Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from the correction of accounting errors Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from changes in accounting policies Balance C - - - - - -
Balance D - - - - - -
Retained earnings arising from the transition to accounting standards | Balance C - - - - -
compliant with European directives Balance D - - - - - _
Profit or loss for the financial year Balance C | 19,311,032 17,586,169 - 19,311,032 19,311,032 17,586,169
Balance D - - - - - -
Profit distribution
Total equity 26,719,144 36,897,201 19,311,032 19,311,032 19,311,032 44,305,313

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Signature [illegible signature]

Company stamp [Stamp: S.C. NETCITY TELECOM

S.A. // neteity // BUCHAREST * ROMANIA]

Prepared by,

Cristian Osadczuk

Chief Financial Officer

Signature

[illegible signature]

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA
CASH FLOW STATEMENT for the financial year ended 31 December 2023
(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Indirect method

Financial year as at
31 December 31 December
Name of item 2022 2023
A 1 2

Cash flows from operating activities:
Gross profit 19,588,012 19,507,960
Adjustments for:
Depreciation and impairment adjustments relating to tangible fixed assets 6,518,439 8,777,000
Depreciation and value adjustments relating to intangible assets 781,818 129,026
Value adjustments for current assets recognised / (reversed) during the year 161,087 (161,088
Provisions recognised / (reversed) during the year - -
Interest expense 12,497,710 16,753,060
Interest income (39,604) (12,981)
Bank commission expenses 2,800,473 1,664,491
Loss / (profit) on the sale of tangible fixed assets - (17,911
Income / (expenses) from exchange rate differences 102,216 1,046,005
Operating profit before changes in working capital 42,410,151 47,685,562
Decrease / (Increase) in trade and other receivables, including prepaid expenses (21,398,451) (977,725)
Decrease / (Increase) in inventories 894,031 (35,120)
(Decrease) / Increase in trade and other payables 11,813,367 8,282,483
Income tax paid (2,202,842) (1,602,093)
Interest received 39,604 12,981
Net cash from operating activities 31,555,860 53,366,088
Cash flows from investing activities:
Payments for the acquisition of tangible fixed assets (68,533,044) (93,670,629
Payments for the acquisition of intangible assets (336,804) (1,126,546)
Proceeds from the sale of tangible and intangible assets - 17,911
Net cash used in investing activities (68,869,848) (94,779,264
Cash flows from financing activities:
Loans received 41,256,103 55,715,295
Repayments of loans - -
Finance costs paid (1,143,372) (1,120,409)
Dividends paid - -
Interest paid (4,612,834) (10,928,480)
Net cash flow from/(used in) financing activities 35,499,897 43,666,406

Net (decrease) / increase in cash and cash equivalents (1,814,091) 2,253,230

Cash and cash equivalents at the beginning of the financial year 7,573,058 5,758,967

Cash and cash equivalents at the end of the financial year 5,758,967 8,012,197

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Prepared by,

Cristian Osadczuk

Chief Financial Officer

Signature [illegible signature]
Company stamp [Stamp: S.C. NETCITY TELECOM
S.A. // netcity // BUCHAREST * ROMANIA]

Signature

[illegible signature]

Notes 1 to 19 form an integral part of the financial statements.
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NETCITY TELECOM SA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Note 1. Information on the company

NETCITY TELECOM SA is a public limited company established in 2007, with its registered office at 1A
Poligrafiei Boulevard, 19th Floor, District 1, Bucharest. The company is registered with the Trade Register
under number J40/23190/2007.

The main object of activity set out in the articles of association consists of telecommunications activities via
cable networks.
The company has three branches at the following addresses:

- 107A Oltenitei Road, District 4, Bucharest;

- 419-421 Chitilei Road, District 1, Bucharest;

- 5Alon lonescu de la Brad Avenue, District 1, Bucharest.

On 15 February 2017, the Company was acquired by Direct One Infrastructure, and on 1 November 2017,
the Company merged with Direct One Infrastructure SRL.

On 31 December 2020, the Company was part of the Electrogrup Infrastructure SA Group, being owned
by Direct One SA (99.9998041%) and by Electrogrup Infrastructure SA (0.0001959%).

On 22 December 2021, Direct One SA transferred 49% of the shares it held in Netcity Telecom SA to
MERIDIAM EASTERN EUROPE IV A SAS. Following this transaction, Direct One holds 51% of the share
capital of Netcity Telecom SA, with the Company’s operations being jointly managed by the two
shareholders.

Note 2. Accounting principles, policies and methods
2.1. Basis of preparation of the financial statements

General information

The individual financial statements of NETCITY TELECOM S.A. for the year ended 31 December 2023
have been prepared in accordance with:

e Accounting Law 82/1991, as republished;
e The provisions of Order of the Minister of Public Finance No. 1802/2014 (“OMFP 1802/2014”) as
subsequently amended and supplemented.

The financial statements relate solely to NETCITY TELECOM S.A. and comprise:

Balance sheet;

Profit and loss account;

Statement of changes in equity;

Cash flow statement;

Notes to the annual financial statements.

The company has no subsidiaries requiring consolidation.

The accounting records on which these financial statements are based are maintained in Romanian lei
(“RON”) at historical cost, except where another currency is specifically mentioned, or where fair value has
been used, in accordance with the Company’s accounting policies and OMF 1802/2014.

The accompanying financial statements are not intended to present the financial position in accordance
with regulations and generally accepted accounting principles in countries and jurisdictions other than
Romania. Furthermore, the financial statements are not intended to present the results of operations, cash
flows and a complete set of notes to the financial statements in accordance with accounting regulations
and principles accepted in countries and jurisdictions other than Romania. Therefore, the attached financial
statements are not prepared for the use of persons unfamiliar with the accounting and legal regulations in
Romania, including Order of the Minister of Public Finance no. 1802/2014, as subsequently amended and
supplemented.

The financial statements were approved by the Chief Executive Officer, in his capacity as Chairman of the
Board, on 15 May 2024.
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NETCITY TELECOM SA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Note 2. Accounting principles, policies and methods (continued)

2.2. Significant accounting principles, policies and methods

The financial statements for the financial year ended 31 December 2023 have been prepared in accordance with the
following accounting principles:

Going concern principle

The Company will continue its operations as normal without becoming unable to continue its operations or without a
significant reduction in its operations.

Consistency of methods
The Company consistently applies, from one financial year to the next, its accounting policies and valuation methods.
The principle of prudence

In preparing the annual financial statements, recognition and measurement have been carried out on a prudent basis
and, in particular:

a) only the profit realised at the balance sheet date has been included in the profit and loss account;

b) liabilities arising during the current financial year or a previous financial year were recognised even if they only
became apparent between the balance sheet date and the date of preparation of the financial statements;

¢) impairments were recognised, regardless of whether the result for the financial year was a loss or a profit.

The principle of separate valuation of assets and liabilities

In order to determine the total value corresponding to a balance sheet item, the value of each component of the assets
and liabilities has been determined separately.

The principle of immutability

The opening balance sheet for the financial year corresponds to the closing balance sheet of the previous financial
year.

Principle of non-offsetting

The values of items representing assets have not been offset against the values of items representing liabilities, or
income against expenses, with the exception of offsets between assets and liabilities permitted by OMFP 1802/2014,
as subsequently amended and supplemented.

Accrual basis of accounting

The effects of transactions and other events have been recognised when the transactions and events occurred (and
not as and when cash or its equivalent was received or paid) and have been recorded in the accounts and reported in
the financial statements for the relevant periods.

All income and expenses for the financial year have been taken into account, regardless of the date of receipt or
payment.

Revenue and expenses arising directly and simultaneously from the same transaction have been recognised
simultaneously in the accounts, by directly matching the related expenses and revenue, with these revenue and
expenses being shown separately.

Accounting for and presenting items in the financial statements taking into account the economic substance
of the transaction or commitment in question

The recording in the accounts and presentation in the financial statements of economic and financial transactions reflect
their economic reality, highlighting the rights and obligations, as well as the risks associated with these transactions.

The principle of measurement at acquisition cost or production cost

The items presented in the financial statements have been measured on the basis of the cost of acquisition or cost of
production.
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NETCITY TELECOM SA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Note 2. Accounting principles, policies and methods (continued)

Materiality principle

The entity may depart from the requirements of the applicable accounting regulations regarding the
presentation of information and disclosure where the effects of compliance are immaterial.

2.3. Reporting currency

The accounts are prepared in Romanian and in the national currency (“Leu”). Accounts for transactions
conducted in foreign currency are prepared in both the national currency and the foreign currency. The
items included in these statements are presented in Romanian lei.

2.4. Comparative statements

The financial statements prepared as at 31 December 2023 are comparable with the financial statements
of the previous financial year. Where the figures for the previous period are not comparable with those for
the current period, this is disclosed and explained in the notes, without altering the comparative figures for
the previous year.

2.5. Use of accounting estimates

The preparation of the financial statements in accordance with OMFP 1802/2014, as subsequently
amended and supplemented, requires the Company’s management to make estimates and assumptions
that affect the reported amounts of revenue, expenses, assets and liabilities, as well as the presentation of
contingent assets and liabilities at the date of the financial statements. However, the inherent uncertainty
surrounding these estimates and assumptions could result in a significant future adjustment to the carrying
amounts of the assets and liabilities recorded.
Estimates are used to recognise provisions for doubtful debts, inventory write-downs and
depreciation/amortisation of assets. These estimates are reviewed periodically and, if adjustments are
necessary, they are recognised prospectively by including them in the net profit for:

o the period in which the change occurs, if it is the only period affected;

o the period in which the change occurs and future periods, if the change also affects them.

2.6 Going concern

The financial year ended 31 December 2023 proceeded in row with the Company’s management’s
expectations, such that as at 31 December 2023, the Company’s management does not consider there to
be any matter that would affect the going concern. Accordingly, the financial statements have been
prepared on a going concern basis.

As at 31 December 2023, the Company recorded a profit of RON 17,702,551 (RON 17,586,169 as at 31
December 2022), and net current liabilities amounted to RON 20,162,240 (net current liabilities of RON
16,019,820 as at 31 December 2022), a significant portion of which is with group entities.

To assess the applicability of the going concern assumption, management analyses forecasts relating to
future cash inflows. Based on these analyses, which also took into account recent global events, including
the impact of the war in Ukraine and market volatility, on the Company’s operations, management considers
that the Company will be able to generate sufficient cash inflows to enable it to settle its current liabilities
as they fall due and to continue its operations in the foreseeable future and, therefore, the application of
the going concern principle in the preparation of the financial statements is justified.

2.7. Foreign currency translation

Transactions denominated in foreign currency are initially recorded at the exchange rate published by the
National Bank of Romania on the date of the transaction.
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Note 2. Accounting principles, policies and methods (continued)

At the balance sheet date, monetary items denominated in foreign currency and receivables and payables
denominated in lei, the settlement of which is based on a foreign exchange rate, are measured and
presented in the annual financial statements at the exchange rate published by the National Bank of
Romania, valid at the end of the financial year.

Gains and losses arising from exchange rate differences, whether realised or unrealised, between the
foreign exchange market rate published by the National Bank of Romania on the date of recording the
foreign currency receivables or payables and those denominated in lei where settlement is based on a
foreign exchange rate, or the rate at which they are recorded in the accounts and the exchange rate at the
end of the financial year, are recorded in the profit and loss account for the relevant financial year.

Non-monetary items acquired with payment in foreign currency and recorded at historical cost (fixed assets,
inventories) are presented in the annual financial statements using the exchange rate on the date of the
transaction.

The RON/USD and RON/EUR exchange rates published by the National Bank of Romania on 31 December
2023 were 1 EUR = 4.9746 RON (31 December 2022: 1 EUR = 4.9474 RON) and 1 USD = 4.4958 RON
(31 December 2022: 1 USD = 4.6346 RON).

2.8. Fixed assets

Fixed assets are assets that generate future economic benefits and are held for a period exceeding one
year. These assets are initially recognised at acquisition cost or production cost.

a) Intangible assets

Intangible assets are recognised at initial acquisition cost plus other start-up costs, less accumulated
amortisation and accumulated impairment losses. Intangible assets are amortised on a straight-row basis
over their useful life (3 years).

Formation costs

Formation costs are capitalised and amortised on a straight-row basis over a period of 3 years.
Concessions, patents, licences, trade marks, rights and similar assets

Concessions, patents, licences, trademarks, rights and similar assets are recorded in the intangible assets
accounts at their contribution value or acquisition cost, as appropriate. In this situation, the contribution
value is treated as fair value.

Concessions received are recognised as intangible assets when the concession agreement specifies a
fixed term and value for the concession. Amortisation of the concession is to be recorded over its useful

life, as determined by the agreement.

The Company has not recognised an intangible asset in respect of the contract with Bucharest City Hall,
referred to in note 19.1, as it does not meet the recognition criteria set out above.

Patents, licences and other intangible assets are amortised using the straight-row method over a period of
3 years.
Other intangible assets

Costs relating to the acquisition of software are capitalised and amortised on a straight-row basis over
their 3-year useful life.
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Note 2. Accounting principles, policies and methods (continued)

b) Tangible assets

Fixed assets mainly comprise the cost of the network constructed under the concession agreement (Note
19.1), less accumulated depreciation and impairment losses (where applicable). The cost of the network
includes acquisition costs, capitalised internal costs and borrowing costs (see Note 2.13 for further details
regarding borrowing costs).

These underground communications networks are relatively new and have not yet been implemented in
our country. Based on experience in other countries, an average lifespan of between 16 and 24 years is
considered, though this has not yet been precisely established due to the fact that there are no projects of
this age yet. Following an analysis of the available information, the company’s management initially
estimated a lifespan of 20 years for the depreciation of the network.

During 2017, the Company’s management carried out an analysis of the useful life of the underground
network, following which it was determined that a period of 24 years more accurately reflected the useful
life of these networks. Consequently, with effect from 1 January 2018, their useful life was revised.

During 2020, the Company’s management carried out an analysis of the useful life of the underground
network, taking into account the information and arguments used by the National Authority for
Administration and Regulation in Communications (“ANCOM”) in setting the tariffs applicable by the
Company, following which it was determined that a 40-year lifespan more accurately reflects the period of
use of these networks. Consequently, with effect from 1 July 2020, their useful life was revised.

Expenses incurred after they come into service, relating to maintenance and repairs, are included in the
profit and loss account in the period in which they are incurred.

If it is determined that these expenses result in an increase in the future economic benefits expected to be
derived from their use beyond the initial performance standard, then the expenses are capitalised as an
additional cost of fixed assets.

Assets under construction include the cost of construction and any other direct expenses. These are not
depreciated over the period until the relevant assets are completed, in terms of technical parameters, and
put into operation. The Company considers that the network segments constructed for which completion
certificates have been signed with Bucharest City Hall are functionally and operationally complete and begin
to be depreciated in the accounts within a period of up to 3 months from the date of the commissioning
certificate, during which Netcity Telecom will carry out finishing works and ensure the conditions for
operators’ access to the network.

Expenditure on the maintenance and repair of fixed assets is included in the profit and loss account as
incurred. Investments made in tangible fixed assets are recognised as an asset component in the form of
subsequent expenditure. To be capitalised, these expenses must lead to an improvement in their initial
technical parameters and to the generation of future economic benefits, in addition to those initially
estimated.

We note that no revaluation of fixed assets has been carried out since the Company’s incorporation to date.

Improvements made to leased buildings are depreciated over the shorter of the estimated useful life of the
asset and the term of the lease.

Depreciation

Useful life is the period during which an asset is expected to be available for use by an entity. Depreciation
is calculated using the straight-row method over the entire useful life of the assets. Land is not depreciated.
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Note 2. Accounting principles, policies and methods (continued)
The useful lives for the main categories of tangible fixed assets are set out below.

The useful lives of fixed assets are as follows:

Underground communications network 40 years
Vehicles 4 years
Computers 2 years

Useful lives and depreciation methods are reviewed periodically.

The depreciation method is reviewed when a significant change is identified in the expected pattern of
consumption of the future economic benefits embodied in the depreciable assets. A change in the
depreciation method constitutes a change in accounting estimate.

Disposal or write-off

A tangible fixed asset is derecognised on disposal or write-off when no future economic benefits are
expected from its future use.

Gains or losses arising from the disposal or write-off of a tangible fixed asset are determined as the
difference between the proceeds from derecognition and its net book value, including any associated costs,
and are presented on a net basis as income or expenses, as appropriate, in the profit and loss account.

Determination of impairment losses

For assets, any negative differences between the inventory value and the net book value of the assets are
recorded in the accounts as additional depreciation, in the case of depreciable assets for which the
impairment is irreversible.

The carrying amount of fixed assets is represented by the acquisition cost or production cost less
accumulated depreciation to date, as well as accumulated impairment losses.

The recoverable amount of tangible and intangible fixed assets is considered to be the higher of fair value
less costs to sell and value in use. Estimating the value in use of an asset involves discounting estimated
future cash flows using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. In the case of an asset that does not generate significant cash
flows independently, the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

The carrying amount of the Company’s fixed assets is reviewed at each balance sheet date to determine
whether there are any impairment losses. If such an impairment loss is probable, the amount of the
impairment loss is estimated.

The adjustment of the value of intangible and tangible fixed assets and their bringing to book value is carried
out, depending on the type of impairment, either by recording additional depreciation where irreversible
impairment is identified, or by establishing or increasing impairment provisions where reversible impairment
is identified.

Reversal of impairment allowances

An impairment loss on fixed assets is reversed if there has been a change in the estimates used to
determine the recoverable amount. In the case of impairment losses recognised on goodwill, these are not
subsequently reversed through profit or loss.

An impairment loss may be reversed to the extent that the carrying amount of the asset does not exceed
the recoverable amount, less depreciation, that would have been determined had the impairment loss not
been recognised.
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Note 2. Accounting principles, policies and methods (continued)
2.9. Inventories
The main categories of inventories are raw materials, goods, spare parts and consumables.

The cost of inventories comprises all costs associated with the acquisition, as well as other costs incurred
in bringing the inventories to their present location. Trade discounts granted by the supplier and recorded
on the purchase invoice reduce the cost of acquisition of the goods. Where the purchase of goods and the
receipt of trade discounts are treated together, trade discounts received after invoicing also adjust the
purchase cost of the goods. Trade discounts received after invoicing adjust the cost of the inventories to
which they relate, provided they are still in stock. If the inventories for which the subsequent discounts were
received are no longer in stock, they are recorded separately in the accounts (account 609 “Trade discounts
received”), against third-party accounts.

The cost of work in progress comprises direct production costs, namely: direct materials, direct labour and
other direct production costs rationally allocated as being related to its manufacture.

Upon removal from inventory, stocks are valued using the FIFO method.

At the balance sheet date, inventories are valued at the lower of cost and net realisable value. Net realisable
value is the estimated selling price to be obtained in the ordinary course of business, less the estimated
costs of completion, where applicable, and the estimated costs necessary for the sale.

Where appropriate, value adjustments are made for obsolete, slow-moving or defective inventories.
2.10. Trade receivables

Trade receivables are recognised and initially recorded at the amount stated on the invoices, or in the
documents evidencing the delivery of goods or the provision of services, less impairment allowances for
uncollectible amounts.

Trade receivables and other receivables are stated in the balance sheet at their recoverable amount.
Impairment allowances are recognised when there is evidence that the Company will not be able to collect
the receivables by the originally agreed due date. Uncollectible receivables are recognised as an expense
when identified.

The Company recognises specific provisions when there is evidence that the Company will not be able to
collect the receivables by the originally agreed due date.

An impairment loss on a receivable is reversed if a subsequent increase in the recoverable amount can be
linked to an event that occurred after the impairment loss was recognised.

2.11. Short-term financial investments

Short-term financial investments are assets held by the Company with a view to realising a profit within a
period of less than one year. These include short-term deposits, bonds and securities acquired for resale
within a short period of time. Short-term investments in equity securities admitted to trading on a regulated
market are measured at the quoted price on the last trading day, whilst those not traded are recorded at
cost less any impairment losses.
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Note 2. Accounting principles, policies and methods (continued)
2.12. Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances.

Bank deposits with a maturity of up to 3 months are included in cash and cash equivalents only to the extent
that they are held to meet short-term cash requirements, and not for investment purposes.

For the cash flow statement, cash and cash equivalents comprise cash on hand, bank accounts and short-
term financial investments.

2.13. Loans
Short-term and long-term borrowings are recognised at the amount received.

Borrowing costs directly attributable to the acquisition, construction or production of a long-term asset are
included in the cost of that asset. Borrowing costs include interest expenses directly attributable to the
construction of a long-term asset (the fibre-optic network).

Borrowing costs include interest on capital borrowed to finance the acquisition, construction or production
of long-lead-time assets, as well as commissions and legal fees relating to such loans, to the extent that
they relate to the production period. Borrowing costs incurred by the entity in connection with the borrowing
of funds up to the date of commencement of use or sale of the assets shall be included in the cost of long-
lead-time assets, in accordance with the principle of prudence.

The capitalisation of borrowing costs must cease when the majority of the activities necessary to prepare
the long-term construction asset for its intended use or sale have been completed.

Other interest expenses that are not directly attributable to the construction of the network or are incurred
after the completion of construction are recognised in the profit and loss account in the period to which they
relate.

Bank fees and commissions paid to secure long-term loans are recognised as prepaid expenses. Prepaid
expenses are recognised as current expenses on a straight-row basis over the repayment period of the
respective loans.

The short-term portion of long-term loans is classified under “Liabilities: Amounts payable within one year”
and included, together with interest due at the balance sheet date, under “Amounts due to credit institutions”
within current liabilities.

Where the Company breaches, on or before the end of the reporting period, a provision of a long-term loan
agreement and such breach results in the debt becoming payable on demand, the debt is classified as
current, unless the creditor has agreed, by the end of the reporting period, to provide a grace period ending
at least twelve months after the reporting period, during which the Company may rectify the breach and
during which the creditor may not demand immediate repayment.

Where the creditor has agreed, after the reporting period and before the financial statements are authorised
for issue, not to demand payment as a result of a breach of contractual provisions, the Company classifies
the liability as current.

2.14. Liabilities

Trade payables are recorded at cost, which represents the amount of the liability to be paid in the future for
goods and services received, regardless of whether or not they have been invoiced to the Company.
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Note 2. Accounting principles, policies and methods (continued)

Annual leave and bonuses granted to employees are recorded as liabilities when their amount is
substantiated on the basis of payslips or other documents justifying the respective amount. In the absence
of such documents, amounts representing annual leave or bonuses granted to employees are recognised
as provisions.

When recording annual leave in the accounts, the provisions of the legislation in force regarding the manner
in which it is taken are taken into account.

2.15. Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) arising from
a past event, it is probable that an outflow of resources will be required to settle the obligation, and the
amount of the obligation can be reliably estimated. The amount recognised as a provision is the best
estimate at the balance sheet date of the costs required to settle the present obligation.The best estimate
of the costs required to settle the current liability is the amount that the Company would reasonably pay to
settle the obligation at the balance sheet date or to transfer it to a third party at that time.

Where the time value of money is significant, the amount of the provision represents the present value of
the estimated expenditure required to settle the obligation. The discount rate used reflects current market
assessments of the time value of money and the risks specific to the debt. The discounting is carried out
by qualified personnel.

Gains arising from the expected disposal of assets shall not be taken into account in the measurement of
a provision.

If it is estimated that some or all of the expenses related to a provision will be reimbursed by a third party,
the reimbursement shall be recognised only when there is clear evidence that the reimbursement will be
received. The reimbursement is treated as a separate asset. The amount recognised as a reimbursement
shall not exceed the amount of the provision. Where the Company may claim from another party, in whole
or in part, the expenses incurred in settling a provision, and the Company is not liable for the amounts in
question, the Company does not include those amounts in the provision.

Provisions are reviewed at each balance sheet date and adjusted to reflect Management’s current best
estimate in this regard. Where an outflow of resources is no longer probable to settle an obligation, the
provision is reversed through a credit to income.

2.16. Pensions and post-employment benefits

As part of its current operations, the Company makes payments to the Romanian State for the benefit of
its employees. All the Company’s employees are included in the Romanian State’s pension scheme. The
Company does not operate any other pension scheme or post-retirement benefit plan and, consequently,
has no pension obligations. Furthermore, the Company has no obligation to provide additional benefits to
former or current employees.

2.17. Share capital

Share capital consists of ordinary shares and is recorded at the value determined on the basis of the articles
of association and any amendments thereto, as applicable, as well as supporting documents relating to
capital contributions. The Company recognises changes to share capital only after their approval by the
Trade Register.

Treasury shares repurchased in accordance with the law are presented in the balance sheet as an
adjustment to equity.

Gains or losses arising from the issue, redemption, sale, transfer free of charge or cancellation of the entity’s
equity instruments (shares, partnership interests) are recognised directly in equity under the heading ‘Gains
or losses on equity instruments’.
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Note 2. Accounting principles, policies and methods (continued)

2.18 Statutory reserves

Statutory reserves are set aside at a rate of 5% of the gross profit at the end of the year until the total
statutory reserves reach 20% of the paid-up share capital in accordance with legal provisions.

2.19. Dividends

Dividends are recognised as a liability in the period in which their distribution is approved. Distribution takes
place following the approval of the financial statements.

2.20. Retained earnings

The accounting profit remaining after the allocation of the statutory reserve, up to a limit of 20% of the share
capital, is carried forward to retained earnings at the beginning of the financial year following that for which
the annual financial statements are prepared, from where it is to be allocated to the other statutory
purposes.

The accounting treatment of the allocation of accounting profit shall be carried out in the year following the
general meeting of shareholders that approved the profit distribution, by recording the amounts
representing dividends due to shareholders, reserves and other allocations, in accordance with the law.
Entries made in respect of the profit distribution cannot be reversed.

2.21. Financial instruments

The financial instruments used by the Company consist mainly of cash, term deposits, receivables,
payables and amounts owed to credit institutions. Instruments of this type are measured in accordance with
the specific accounting policies set out in the Note ‘Significant accounting principles, policies and methods’.
In accordance with OMF 1802/2014, financial instruments may be recorded at fair value only in the
consolidated financial statements.

2.22. Revenue

Rental income

Revenue from the collection of rent and/or rights to use assets is recognised on an accrual basis, in
accordance with the contract. The Company generates revenue from the leasing of the Netcity network,
based on the length of the transport duct and the number of leased connections.

Revenue from the sale of goods

Revenue from the sale of goods is recognised upon handover of the goods to the buyers, upon delivery
based on the invoice, or under other conditions stipulated in the contract, which confirm the transfer of
ownership of the goods in question to the customers.

Revenue from the sale of goods is recognised when the following conditions are met:

a) The company has transferred to the buyer the significant risks and rewards of ownership of the goods;
b) The Company no longer manages the goods sold to the extent that it would normally have done had it
retained ownership of them, nor does it retain effective control over them;

c) the amount of revenue can be measured reliably;

d) it is probable that the economic benefits associated with the transaction will flow to the entity; and

e) the costs of the transaction can be measured reliably.

Amounts representing revenue do not include sales tax (VAT), but do include trade discounts granted.
Trade discounts granted after invoicing, regardless of the period to which they relate, are shown separately
in the accounts (account 709 “Trade discounts granted”), against third-party accounts. Where trade
discounts represent events subsequent to the balance sheet date, they are recorded at the balance sheet
date in account 418 “Customers — invoices to be issued”, and are reflected in the financial statements for
the reporting period if the relevant amounts are known at the balance sheet date.
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Note 2. Accounting principles, policies and methods (continued)
Revenue from the provision of services

Revenue from the provision of services is recognised in the period in which the services were provided and
in accordance with the stage of completion. The provision of services includes the performance of work
and any other operations that cannot be considered as supplies of goods.

The stage of completion of the work is determined on the basis of progress reports accompanying invoices,
acceptance certificates or other documents attesting to the stage of completion and acceptance of the
services provided.

In the case of construction works, revenue is recognised on the basis of the acceptance certificate signed
by the beneficiary, certifying that the contractor has fulfilled its obligations in accordance with the provisions
of the contract and the execution documentation.

The value of works not accepted by the beneficiary by the end of the period is recorded at cost in account
231 “Tangible fixed assets in progress”, against account 722 “Revenue from the production of tangible fixed
assets”.

Where the sale price includes a separate amount, specified in the contract, intended for the subsequent
provision of services, that amount is recognised as revenue over the period in which the services are
provided, but no later than the end of the period for which the subsequent provision of services was
contracted.

Interest income

Interest income is recognised periodically, on a pro rata basis, as the income is earned, on an accrual basis.
2.23. Taxes and duties

The Company recognises current income tax in accordance with Romanian legislation in force at the date
of the financial statements. Liabilities relating to taxes and duties are recognised in the period to which they
relate.

The income tax rate is 16%.

2.24. Financial income and expenses

Financial income comprises interest income and income from exchange rate differences. Financial income
is recognised on an accrual basis. Thus, interest income is recognised periodically, on a pro rata basis, as

the income is generated, on an accrual basis.

Financial expenses comprise interest expense on loans or credit facilities granted and expenses arising
from foreign exchange differences.

All borrowing costs that are not directly attributable to the acquisition, construction or production of long-
lead-time assets are recognised in the profit and loss account on a periodic basis, on an accrual basis.

2.25. Accounting errors and changes in accounting policies

Errors identified in the accounts may relate either to the current financial year or to previous financial years.
Errors are corrected on the date they are identified. Errors in prior periods are omissions and misstatements
contained in the entity’s financial statements for one or more prior periods resulting from the failure to use
or the use of unreliable information that:

a) was available at the time the financial statements for those periods were authorised for issue;
b) could reasonably have been obtained and taken into account in the preparation and presentation of
those annual financial statements.
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Note 2. Accounting principles, policies and methods (continued)

Corrections of errors relating to the current financial year are made through the profit and loss account.
Corrections of material errors relating to previous financial years are made through retained earnings.
Immaterial errors relating to previous financial years are also corrected through retained earnings.

The correction of errors relating to previous financial years does not result in a change to the financial
statements for those years. In the case of errors relating to previous financial years, their correction does
not require the adjustment of the comparative information presented in the financial statements.
Comparative information relating to the financial position and financial performance, and the change in
financial position, is presented in the explanatory notes. The explanatory notes to the financial statements
also present information regarding the nature of the errors identified and the periods affected by them.

The effects of changes in accounting policies relating to the current financial year are recognised in the
income and expense accounts for the period.

The effects of changes in accounting policies relating to previous financial years are recognised in retained
earnings.

If the effect of the change in accounting policy cannot be determined for past periods, the change in
accounting policy shall be applied to future periods, starting with the current financial year and the financial
years following the one in which the decision to change the accounting policy was taken.

2.26. Affiliates and other related parties

In accordance with OMF 1802/2014, an entity is an affiliate of a company if it is under the control of that
company.

Control exists when the parent company meets one of the following criteria:

a) holds a majority of the voting rights in a company;
b) is a shareholder or partner of a company and the majority of the members of the administrative,
management and supervisory bodies of that company, who held these positions during the financial year,
during the previous financial year and up to the date of preparation of the annual financial statements, were
appointed solely as a result of the exercise of its voting rights;
c) is a shareholder or partner of the company and alone controls the majority of the partners’ voting rights,
as a result of an agreement entered into with other shareholders or partners;
d) is a shareholder or partner of a company and has the right to exercise a dominant influence over that
company, pursuant to a contract entered into with the entity in question or a clause in the memorandum or
articles of association, if the legislation applicable to the company permits such contracts or clauses;
e) The parent company has the power to exercise, or does in fact exercise, a dominant influence or control
over the Company;
f) is a shareholder or partner of the Company and has the right to appoint or remove the majority of the
members of the Company’s administrative, management and supervisory bodies;
g) the parent company and the affiliated entity are managed on a unified basis by the parent company.

A person or a close family member of that person is linked to the Company if that person:

a) holds control or joint control over the Company;

b) has significant influence over the Company; or

c) is a member of the key management personnel of the Company or the Company’s parent company.

An entity is ‘related’ if:

a) the entity and the Company are members of the same group

b) an entity is an associate or a jointly controlled entity of the other entity (or an associate or a jointly
controlled entity of a member of the group to which the other entity belongs);

c) both entities are jointly controlled entities of the same third party;

d) one entity is a jointly controlled entity of a third entity, and the other is an associate of that third
entity;
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Note 2. Accounting principles, policies and methods (continued)

e) the entity is a post-employment benefit plan for the benefit of the Company’s employees or those
of an entity related to the Company;

f) the entity is controlled or jointly controlled by a related party;

9) a person who has control or joint control over the Company significantly influences the entity or is
a member of the entity’s (or the entity’s parent company’s) key management personnel;

h) the entity or any member of a group to which it belongs provides the Company or the Company’s

parent company with services relating to the key management personnel of that entity.

Key management personnel are those individuals who have the authority and responsibility to plan, direct
and control the entity’s activities, directly or indirectly, including any director (executive or otherwise) of the
entity.

Note 3. Fixed assets

The change in gross value, value adjustments and net book value during the financial year ended 31
December 2023, by category of fixed assets, is as follows:

3.1 Intangible assets

Gross value

Disposals,
Balance at transfers and Balance as at
1 January other 31 December
Name of fixed asset 2023 Additions reductions 2023
Formation expenses 667 - - 667
Intangible assets in progress - 469,353 - 469,353
Other intangible assets 2,240,313 657,193 - 2,897,506
Total 2,240,980 1,126,546 - 3,367,526
Value adjustments (depreciation and adjustments for impairment or loss of value)
Balance as
at Balance as at
1 January Depreciation Write-downs 31 December
Name of fixed asset 2022 expense orreversals 2022
Formation expenses 667 - - 667
Other intangible assets 2,129,100 129,026 - 2,258,126
Total 2,129,767 129,026 - 2,258,793
Net book value 111,213 1,108,733

Intangible assets

Under the heading “Other intangible assets”, in the increases column, the sum of 640,145 lei is included,
representing the commissioning of new software developments for the management of the company’s
resources and operational processes, namely developments of the company’s “NIMS” software platform,
as well as the related operating licences, following the transfer of the balance of account 231 “Tangible
assets under construction” to account 208 “Other intangible assets”, in accordance with the requirements
of OMFP 1802/2014.
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Note 3. Fixed assets (continued)

3.2 Tangible assets

Gross value

Balance as
at Balance as at
1 January Transfer 31 December
Name of fixed asset 2023 Increases Transfers s out 2023
Construction 337,882,731 - 88,713,683 - 426,596,414
Equipment, apparatus and
installations for  4.859,026 40,084 . 60,895 1,839,115
measurement, control and
regulation, means of transport
Other fixtures and fittings,
Furniture 22,029 - - - 22,029
Tangible assets in progress 22,219,419 97,209,091 (89,353,829) - 30,074,681
Total 361,983,205 97,250,075 (640,146) 60,895 458,532,239

Value adjustments (depreciation and adjustments for impairment or loss of value)

Balance as Write-

at Depreciation downs Balance as at

1 January or 31 December

Name of fixed asset 2023 depreciation reversals 2023

Construction 84,220,891 8,251,409 - 92,742,300
Measuring, control and regulation

equipment and installations 1,107,672 255,347 60,895 1,302,124

Other equipment and fixtures 20,745 244 - 20,899

Total 85,349,308 8,777,000 60,895 94,065,413

Net book value 276,633,897 364,466,826

Tangible fixed assets

The construction costs recorded by the company as at 31 December 2022 and 31 December 2023
represent capitalised costs relating to the construction of the Netcity network (Note 19.1).

During 2023, the Company capitalised interest and commission costs relating to the new investment facility,
totalling RON 3,657,894. In 2022, interest costs amounting to RON 1,702,161 were capitalised.

During 2023, the Company continued work on expanding the network, with the work carried out being

recorded under assets under construction.

For the useful lives of fixed assets, see Note 2.8. b) Tangible assets.

Encumbered/mortgaged assets

As at 31 December 2023, NETCITY Telecom had the following encumbered/mortgaged assets:

A floating charge on the Netcity Network;

Chattel mortgage on the shares;

Impairment of fixed assets

Assignment of receivables under contracts concluded with the company’s customers;
Assignment of receivables relating to collection rights arising from insurance policies.

Chattel mortgage on the credit balance of current accounts held with banks and the Treasury;

Following the impairment review of fixed assets, the Company considers that no impairment adjustments
are necessary as at 31 December 2023 and 31 December 2022.
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Note 3. Fixed assets (continued)

3.3 Financial assets

As at 31 December 2022 and 31 December 2023, the Company has no financial fixed assets.

Note 4. Inventories

As at 31 December 2023, the Company reported inventories (excluding advances for inventories) as

follows:
31 December
Description 31 December 2022 2023
Raw materials, supplies and goods 290,257 325,377
Work in progress - -
Provisions for inventories (117,973) (117,973)
Total 172,284 207,404

In 2023, no impairment adjustments were recorded, nor were there any reversals of impairment losses from

previous years.

Note 5. Receivables

31 31 Maturity

December December Less than1 Over 1
Description 2022 2023 year year
Trade receivables
Customers 7,952,734 6,915,008 6,915,008 -
Value adjustments for trade receivables (1,862,652) (1,701,565) (1,701,565) -
Trade receivables, net 6,090,082 5,213,443 5,213,443
Advances to s_uppllers for services rendered 3.162 1,088 1,088 )
and work carried out
Long-term receivables - - - -
Total trade receivables 6,093,244 5,215,431 5,215,431 -
Other receivables
VAT not yet due 1,372,614 1,801,009 1,801,009 -
VAT recoverable -
Other receivables 77,318 115,342 115,342 -
Total other receivables 1,449,932 1,916,351 1,916,351 -
Total trade and other receivables,
excluding amounts due from related 7,543,176 7,131,782 7,131,782 -

parties

Trade receivables outstanding as at 31 December 2022 and 31 December 2023 have a maturity of less
than one year and are due to be collected in the first quarter of the following year. Included in the balance
as at 31 December 2023 is an amount of RON 1,701,565 (31 December 2022: 1,862,652 lei), outstanding
from previous years, for which a provision of RON 1,701,565 has been made (31 December 2022: RON

1,862,652).

Trade receivables are non-interest-bearing and generally have a payment term of between 15 and 90 days.

Receivables from related parties are presented in Note 16.2.

Included within the amounts under the heading “Other receivables” is an amount of RON 114,042 (2022:
RON 76,110) representing the entity’s contribution to the sick leave fund and other receivables from the
state budget.

As at 31 December 2023, doubtful trade receivables amounting to RON 1,701,565 (2022: RON 1,862,652)
were adjusted for impairment. The movements in the impairment allowances for receivables were as
follows:
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Note 5. Receivables (continued)

Name

Balance as at
31 December 2022 31 December 2023

Balance as at

As at 1 January

Amounts charged to expenditure
Reversals during the year

As at 31 December

1,701,565

161,087

1,862,652

1,862,652

(161,087)
1,701,565

Note 6. Cash, bank balances and short-term investments

31 December

31 December

Description 2022 2023
Current accounts 4,041,789 5,407,329
Home 682 133
Total cash and bank accounts 4,042,471 5,407,462
Deposits 1,716,496 2,604,735
Total cash available 5,758,967 8,012,197

Note 7. Prepaid expenses

Prepaid expenses as at 31 December 2023 amounted to RON 19,160,240 (31 December 2022: 20,176,331
lei) and consist mainly of bank charges, costs associated with obtaining the credit facility contracted in
2022, other prepayments for the network’s civil liability insurance, rent paid in advance and software

licences.

Note 8. Liabilities

Maturity

31 December 31 December Less than Over 1 vear
Description 2022 2023 1 year y
Trade payables — third-party suppliers 725,353 845,818 845,818 -
Amounts due to affiliated entities 98,806,388 125,973,186 18,717,920 107,255,266
Suppliers — outstanding invoices 19,546 243,134 243,134 -
Customers Creditors 12,037 24,786 24,786 -
Total trade payables 99,563,324 127,086,924 19,831,658 107,255,266
Bank loans in foreign currency 148,138,993 191,214,645 - 191,214,645
Amounts due to affiliated entities — 4,841,068 7.872.846 6,023,291 1,849,555
performance bonds
Amounts due to third-party suppliers — 290,139 305,050 305,050 )
performance bonds
Payables to staff 1,152,157 560,785 560,785 -
Payroll taxes 559,445 332,304 332,304 -
Other taxes to the state budget and 719,663 763,346 763,346 )
local budgets
Other liabilities 11,082,661 12,039,273 12,039,273 -
Total other liabilities 166,784,126 213,088,249 20,024,049 193,064,200
Total liabilities 266,347,450 340,175,173 39,855,707 300,319,466
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Note 8. Liabilities (continued)

The row item ‘Other liabilities’ is detailed in the following table:

Balance as at Balance as at

31 December 2022 31 December 2023

BUCHAREST MUNICIPALITY - royalty 6,129,147 6,806,965
Settlements with entities within the UTI group 4,947,400 4,974,600
Allianz Tiriac Asigurari SA - 248,848
Other liabilities 6,114 8,860
Total Other liabilities 11,082,661 12,039,273

The amount of RON 6,806,965 (2022: RON 6,129,147) relates to the royalty payable to Bucharest City
Council.

The row item “Settlements with entities within the UTI Group” includes the amount of RON 4,974,600 (2022:
RON 4,947,400), representing the deferred payment to the UTI Group under the sale and purchase
agreement. In the context of the amendments proposed by ANCOM (Note 19.2), the Company’s
management considers that these conditions have not been met, and has notified the UTI Group
accordingly; the amount is currently the subject of ongoing litigation. The amount of RON 248,848
represents the outstanding amount payable to Allianz Tiriac Asigurari S.A. in connection with insurance
policy 550337491 dated 11 August 2023.

Liabilities in relation to affiliated/related parties are presented in Note 16.3.
8.1. Bank loans

In February 2017, the Company entered into a refinancing facility, with an outstanding balance of EUR
3,204,238.09 as at 31 December 2017. On the same date, the Company had a second loan with a balance
of EUR 16,833,861.52, acquired as a result of the merger with Direct One Infrastructure SRL, a loan used
to finance the acquisition of Netcity Telcom SA by Direct One Infrastructure SRL.

In April 2018, the company took out a further credit facility of EUR 10,100,000 to continue investments in
the development of the Netcity network.

In October 2021, the company took out a further credit facility of EUR 1,450,000 to continue investments in
the development of the Netcity network, of which it had utilised EUR 604,188 (equivalent to 2,989,583 lei
as at 31 December 2021), maturing on 31 March 2028.

The above facilities were refinanced in March 2022 through a new bank loan totalling EUR 55,000,000.
This comprises 3 facilities:
- Facility A: refinancing of existing loans and bank fees related to the loan agreement, totalling EUR
25,000,000;
- Facility B: an investment facility of EUR 27,500,000 to continue development work on the Netcity
network; and
- Facility C: the issuance of letters of guarantee, up to a limit of EUR 2,500,000.

The facilities are due on 30 March 2040, with a four-year grace period (30 June 2026). The interest rate for
the above facilities is calculated as the sum of the EURIBOR rate and the margin of the lending banks.
Netcity has entered into swap agreements for 70% of Financing Facilities A and B.

The financial covenants relating to the financing facilities become applicable upon completion of the
investment (i.e. 2027).

As at 31 December 2023, the balances of the three credit facilities were:
- Facility A: EUR 25,000,000 (equivalent to RON 124,365,000);
- Facility B: EUR 13,439,195 (equivalent to RON 66,849,645);
- Facility C: the amount used to issue letters of guarantee was EUR 870,396.

To secure the payment obligations assumed under the credit agreement, the Company has provided the
following guarantees to the bank:

e First-ranking security interest in the shares held by the two shareholders (see Note 11);
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Note 8. Liabilities (continued)

e First-ranking security interest in all assets owned by the Company, as well as in assets constructed on
public land forming part of the Netcity Network;
First-ranking security interest in the funds held in all accounts in lei and foreign currency;
Assignment by way of security, with first priority, of the Company’s receivables.

e Assignment of rights to compensation arising from insurance policies taken out by the Company with
insurers approved by the bank.

8.2. Loans from affiliated entities

During 2021, the Company received a loan of RON 2,500,000 from Direct One. Subsequently,

pursuant to the provisions of the agreement for the sale of 49% of the shares held in Netcity Telecom
concluded between Direct One and MERIDIAM EASTERN EUROPE IV A SAS (“Meridiam”) on 22
December 2021

the total receivables representing the two loans existing at that date granted by Direct One to Netcity,
together with the dividends distributed to Direct One on 20 December 2021 (totalling RON 78,166,910)
were converted into a loan granted to Netcity Telecom in the amount of EUR 15,793,897, for a period of 21
years, repayable at the end of the loan term, and bearing an interest rate of 9%. Under the loan agreement,
49.00010581% of the loan amount (EUR 7,739,026) was assigned free of charge by Direct One to
MERIDIAM EASTERN EUROPE IV A SAS.

On 12 April 2023, through Addendum No. 1 to the Junior Loan Agreement, Netcity obtained additional
financing in the amount of EUR 2,760,000 from the shareholders (for the expansion of the network in 2023).
The funding was received in full by 31 December 2023.

Thus, as at 31 December 2023, the final structure of the outstanding balances of the loans granted by
Direct One and Meridiam to Netcity and the related interest, totalling RON 107,255,266 (equivalent to EUR
21,560,581), is as follows:

2023 Details RON EUR
Direct One Main 47,071,993 9,462,468
Direct One Interest 7,582,968 1,524,337
Meridiam Principal 45,226,224 9,091,429
Meridiam Interest 7,374,082 1,482,347
Total 107,255,266 21,560,581

The situation as at 31 December 2022 (in EUR and the equivalent in RON) was as follows:

2022 Details RON EUR
Direct One Home 39,850,668 8,054,871
Direct One Interest 3,674,995 742,813
Meridiam Principal 38,288,059 7,739,026
Meridiam Interest 3,530,893 713,687
Total 85,344,615 17,250,397

To secure the payment obligations assumed under the loan agreement entered into with Meridiam Eastern
Europe IV A SAS, the Company has provided the following guarantees in favour of the lender:
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Note 8. Liabilities (continued)

e A second-ranking security interest in all assets owned by the Company, as well as in assets constructed
on public land forming part of the Netcity Network;

e A second-ranking security interest in the funds held in all accounts denominated in lei and foreign
currency;

e Assignment by way of security, with second priority, over the Company’s receivables.

e Assignment by way of security, with second priority, over the rights to compensation arising from
insurance policies taken out by the Company with insurers approved by the bank.

¢ Assignment by way of security, with second priority, over the income generated by the Company.

Note 9. Provisions for risks and expenses

As at 31 December 2023 and 31 December 2022, the Company had no provisions for risks and expenses
recorded.

Note 10. Deferred income

As at 31 December 2023, the Company recorded deferred income of RON 845,777 (31 December 2022:
RON 637,020), representing deferred income relating to long-term lease agreements.

Note 11. Capital and reserves
11.1 Equity

The statement of equity as at 31 December 2023 and 31 December 2022 is presented below:

Description 31 December 31 December
2022 2023

Share capital 5,103,540 5,103,540
Statutory reserves 2,304,572 2,304,572
Retained earnings 19,311,032 36,897,201
Profit for the year 17,586,169 17,702,551
Allocation of profit - -
Total 44,305,313 62,007,864

As at 31 December 2023 and 31 December 2022, the Company’s subscribed share capital of RON
5,103,540 corresponds to 510,354 shares. The shares are ordinary shares with a nominal value of RON
10 per share.

11.2 Shareholder structure

On 22 December 2021, Direct One entered into an agreement to sell 49% of the shares held in Netcity
Telecom to MERIDIAM EASTERN EUROPE IV A SAS, a company based in France.

The shareholder structure as at 31 December 2023 and 31 December 2022, respectively, is as follows:

Shareholders Shares Percentage
Direct One SA 260,280 51.00%
MERIDIAM EASTERN EUROPE IV A SAS 250,074 49.00%
Total 510,354 100%

In accordance with the Articles of Association, the Company is managed under a dual board system, by a
Management Board (comprising 3 members) and a Supervisory Board (comprising a total of 6 members,
with each shareholder appointing 3 members to the Supervisory Board).
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Note 11. Capital and reserves (continued)
11.3 Profit for the financial year and profit distribution

At the date of preparation of the financial statements, the General Meeting of Shareholders had not taken
a decision regarding the distribution of the profit for the year.

Achieved in Realised in

Description 2022 2023

Retained earnings to be distributed (from previous years) 19,311,032 36,897,201
flc\)lltlac;tv\g:ofit to be distributed (from the current year), allocated as 17,586,169 17,702,551
Retained earnings arising from the correction of accounting errors - -
- Statutory reserve - -
- dividend - -
- other reserves - -
Retained earnings, undistributed profit carried forward at the 36,897,201 54,599,752

end of the financial year

On 20 December 2021, the Company distributed dividends amounting to RON 70,807,304, representing
the retained earnings existing on that date. These dividends were converted into a loan, with the creditors
being the two shareholders of Netcity (further details can be found in Note 8.2).

Note 12. Turnover

The Company’s turnover for the year 2023, generated entirely within Romania, amounting to RON
61,177,981 (RON 55,330,793 in 2022), is broken down into the following business segments:

Business segment 2022 2023
Revenue from tube hire 26,852,345 28,608,973
Revenue from services rendered 1,389,778 2,440,758
Revenue from connection rentals 24,223,942 28,121,262
Revenue from miscellaneous activities 2,168,688 2,006,988
Revenue from the sale of goods 696,040 -
Total turnover 55,330,793 61,177,981

Note 13. Staff costs and information regarding employees, members of the administrative,
management and supervisory bodies

13.1. Directors and managers

During 2023, expenses relating to directors’ and executive management’s remuneration amounted to
1,994,536 lei, of which RON 1,950,676 were gross salaries and 43,860 lei were social security contributions
at 2.25% (2022: RON 1,203,920).

As at 31 December 2023, the executive management of the Company consisted of:

SURNAME AND FIRST NAME POSITION

Adrian Vasile Racasan Chief Executive Officer and Chairman of the Board
Cristian Mircea Osadczuk Manager

Danut Pantazescu Manager

As at 31 December 2023, the Company had no obligations regarding the payment of pensions to former
members of the Board of Directors and executive management, and had not recorded any advances
payable to members of the Management Board and the Supervisory Board. Furthermore, there were no
loans granted by the Company to directors, nor were there any guarantees or future obligations undertaken
by the Company on behalf of the directors or managers.

32



NETCITY TELECOM SA

NOTES TO THE INDIVIDUAL FINANCIAL STATEMENTS

as at 31 December 2023

(all amounts are expressed in new lei (“RON”), unless otherwise stated)

Note 13. Staff costs and information regarding employees, members of the administrative,
management and supervisory bodies (continued)

13.2. Employees
Average number of the Company’s employees
- for the period 01.01.-31.12.2023: average number 28
- as at 31 December 2023: actual number 32 (27 FTE + 5 PTE)

The structure of the Company’s employees is as follows:

Average number of Average number of
employees employees

Department 31 December 2022 31 December 2023
Operations and Maintenance Department 12 17
Sales Department 2 2
Planning & Design 8 6
Finance and Accounting Department 2 2
Others 6 1
Total 30 28

Expenditure on salaries paid to employees in 2023 amounted to RON 6,944,878 (RON 6,977,325 in 2022),
with social security contributions and pension fund contributions included in this figure. In 2023, expenditure
on employment insurance contributions amounted to RON 156,549 (2022: 178,861).

Note 14. Other operating expenses

The category ‘other operating expenses’ includes:

No. Description 2022 2023
1. Expenses relating to royalties and management leases 6,129,147 6,808,562
2 Rental expenses 341,064 437,738
3 Insurance premium expenses 187,995 253,813
4. Entertainment, advertising and publicity expenses 34,779 32,681
5. Postal and communication charges 22,796 52,855
6 Other expenses for services provided by third parties 59,973,430 92,410,030
8. Other expenses 3,238,642 2,121,326
8. Staff training expenses 3,450 570
9. (rows 1-8) Expenses relating to external services — total 69,931,303 102,117,575
Expenses relating to other taxes, duties and similar

10 payments 22,430 29,464
11 Other expenses 2,208 4,353
12. (rows 9-

11) Total 69,955,941 102,151,392

The expenses for royalties, management fees and rents include the royalty amount for the concession
agreement with Bucharest City Hall, totalling RON 6,806,965 (RON 6,129,147 for 2022).

Other expenses relating to services provided by third parties are detailed below:

Description 2022 2023

Expenses for services rendered (capitalised), of which: 57,736,674 89,072,095
Expenses for services rendered by related parties CAPEX (Note 16.5) 57,429,257 87,786,827
Expenses for services provided by third parties 914,718 1,386,273
Service and maintenance work 259,100 278,410
Consultancy and audit 171,274 132,537
Access services 492,967 712,339
Other expenses, of which: 398,697 828,376
Expenses for services provided by related parties 398,696 828,376
Total 59,973,430 92,410,030
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Note 14. Other operating expenses (continued)

The Company’s audit for 2023 was carried out by Ernst & Young S.R.L. The fees are determined on the
basis of the contract entered into between the two parties and are included under the heading ‘Consultancy
and audit’.

Note 15. Financial income and expenses

15.1. Financial income

Description 2022 2023
Interest income 39,604 12,981
Income from exchange rate differences 6,100,077 4,513,626
Other financial income 34,623 0
Total 6,174,304 4,526,607

15.2. Financial expenses

2022 2023
Interest expenses 12,497,710 16,753,060
Exchange rate differences 6,197,274 6,147,782
Other financial expenses 5,809 0
Total 18,700,793 22,900,842

Note 16. Information on relationships with affiliated entities and other related parties
16.1 Description of affiliated/related parties

From 15 February 2017 until December 2021, the Company was part of the Electrogrup Infrastructure SA
group, with Direct One SA as its direct parent company. From December 2021, the Company is jointly
controlled by its two current shareholders (see Note 11). The Company conducts transactions with
companies within the Electrogrup Infrastructure SA group, as well as with its new shareholder, Meridiam
Eastern Europe IV A SAS.

The consolidated financial statements are prepared by Electrogrup Infrastructure SA in accordance with
International Financial Reporting Standards.

During 2023, the Company carried out transactions with affiliated companies within the Electrogrup
Infrastructure Group, as follows:
e Electrogrup Infrastructure SA — re-invoicing of services;
e REGGIA CAPITAL&REAL ESTATE SRL (formerly “Direct One New Media”) — letting of premises
in an office building — affiliated party;
e Electrogrup SA — general contracting services; execution of network maintenance and logistics
works — related party;
¢ Nova Power & Gas SRL — hire of transport vehicles
e Direct One SA — leasing of underground telecommunications infrastructure; loans received.
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Note 16. Information on relations with affiliated entities and other related parties (continued)

16.2. The Company’s receivables from related/affiliated parties

Receivables 31 December 2022 31 December 2023
ELECTROGRUP SA 943,852 2,978,819
Total receivables 943,852 2,978,819

16.3. The Company’s liabilities to related parties/affiliates

Liabilities 31 December 2022 31 December 2023
ELECTROGRUP SA 18,249,459 26,520,396
DIRECT ONE SA 43,525,663 54,654,961
REGGIA CAPITAL&REAL ESTATE SRL 10,121 10,178
ELECTROGRUP INFRASTRUCTURE SA 43,261 43,056
NOVA POWER & GAS SRL - 17,136
MERIDIAM EASTERN EUROPE IV A SAS 41,818,952 52,600,305
Total liabilities 103,647,456 133,846,032

The amounts owed to Electrogrup SA consist of trade payables and performance bonds.

Of the amounts owed to Direct One, RON 54,654,961 represents the balance of loans granted to the
company, together with accrued interest as at 31 December 2023 (further details in Note 8.2).

The amounts owed to Meridiam Eastern Europe IV A SAS represent the outstanding balance of loans
granted to the company, together with accrued interest as at 31 December 2023 (see Note 8.2 for further
details).

16.4. Sales of goods and services to related parties/affiliates

Sales 31 December 31 December
2022 2023
ELECTROGRUP S.A. 582,742 1,250
DIRECT ONE SA 233,428 189,067
Total sales 816,170 190,317

16.5. Purchases of goods and services from related parties / affiliates, including interest

Purchases 31 December 31 December
2022 2023

ELECTROGRUP S.A. 64,943,929 91,786,554
DIRECT ONE SA 3,593,345 3,923,541
REGGIA CAPITAL&REAL ESTATE SRL 97,087 102,129
NOVA POWER & GAS SRL - 64,800
MERIDIAM EASTERN EUROPE IV A SAS 20,749,227 3,807,281
ELECTROGRUP INFRASTRUCTURE SA 304,896 443,701
Total purchases 89,688,484 100,128,006

Purchases in 2023 mainly relate to:

e Electrogrup: capitalised services amounting to RON 87,786,827 and maintenance services
amounting to RON 198,094. (2022: RON 57,429,257 and RON 148,024 respectively) (Note 14).

e Direct One SA: interest on intercompany loans;

¢ Nova Power & Gas: hire of transport vehicles;

e Meridiam Eastern Europe IV A SAS: interest on intercompany loans.
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Note 17: Subsequent events

By Addendum No. 2 dated 9 February 2024 to the Junior Loan Agreement, Netcity obtained additional
financing of EUR 1,567,000 from the shareholders for the expansion of the network. As at the date of the
financial statements, Netcity had received EUR 1,303,438 (in accordance with the funding schedule).

There are no other subsequent events requiring disclosure in the financial statements or their adjustment.
Note 18: Correction of accounting errors

In the financial year ended 31 December 2023 and 31 December 2022, respectively, the Company did not
correct any accounting errors against retained earnings.

Note 19. Contingent liabilities and commitments
19.1. Concession Agreement

During 2008, the Company entered into a concession agreement (“the Project”) with Bucharest City Hall,
pursuant to which the Company has the right to construct and operate the fibre-optic network of Bucharest
for a period of 49 years. Under the concession agreement, the Company will pay the Bucharest City Council
royalties amounting to 12% of the minimum annual revenue generated from the operation of the network
(the concession agreement defines the minimum revenue).

The concession agreement sets out the circumstances under which the concession agreement may be
terminated prior to its expiry. In this situation, the Company would be obliged to transfer the assets relating
to the Project to the Bucharest City Council and, in return, would be entitled to receive corresponding
financial compensation (the concession agreement defines this compensation as the “Recoverable Value”),
and the Bucharest City Council will be required to assume the Company’s obligations to third-party lenders,
pursuant to an agreement entered into between the City Council and those third-party lenders. Under the
concession agreement, in certain situations, the Bucharest City Council may be entitled to claim penalties
under certain conditions for the termination of the agreement.

At the beginning of 2009, the Company completed the pilot phase of the project, totalling approximately 12
km of main sewerage, and began concluding and implementing contracts with telecommunications
operators.

By the end of 2012, the Company had continued the construction of the sewerage network, reaching a total
of 908 km of main and secondary sewers, thereby achieving the sewerage length target for Phase | as set
out in the concession agreement.

The Company resumed investment in the expansion of the sewerage network in 2017. Furthermore, on 26
July 2018, the Bucharest City Council approved the Feasibility Study for Phase II, thereby entering the
second stage of implementation of the Netcity Network following the completion of the closure procedures
for the first stage. By the end of 2023, the total length of the sewerage network commissioned had reached
approximately 2,536 km (2022: 2,070 km).

19.2. Disputes

By Decision No. 108 of 6 March 2008, the General Council of Bucharest Municipality (hereinafter “CGMB”)
approved the public works concession contract under a public-private partnership between Bucharest
Municipality, as grantor, and Concesiune Telecom SRL (as successor following a demerger of UTI GRUP
SA (hereinafter “UTI”) and Netcity Telecom SA (hereinafter “Nefcity”), as concessionaire. The subject
matter of the concession contract is “the exclusive concession by the grantor to the concessionaire of the
works for the construction and management of the Netcity Network”.

On 2 June 2008, Public Works Concession Contract No. 4390 was concluded for the construction of the
“Bucharest Metropolitan Fibre-Optic Network for Telecommunications — Netcity” between the Municipality
of Bucharest, through the Mayor, on the one hand, and UTI SYSTEM SA and Netcity Telecom, on the
other. Consequently, at the end of 2008, Netcity began to enter into contracts with suppliers of
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Note 19. Contingent liabilities and commitments (continued)

electronic communications services and networks with a view to introducing their cables into the existing
backbone network, establishing connections to buildings and managing them.

In October 2012, Law No. 154/2012 on the regime governing electronic communications network
infrastructure came into force. The provisions of this law establish the legal framework within which the
installation, maintenance, replacement or relocation of electronic communications networks or the
infrastructure elements necessary to support them will be carried out.

During 2012, Bucharest City Hall notified the National Authority for Communications Administration and
Regulation ((ANCOM’) that the Company may fall within the scope of Law No. 154/2012. As a result of this
notification, ANCOM issued an Opinion in May 2013 regulating the methodology for determining the prices
relating to the operation of the Netcity network.

Between June and July 2013, Netcity and the Bucharest City Council brought legal proceedings against
ANCOM seeking the suspension and annulment of the ANCOM Opinion. All these claims were consolidated
into a single case in which the court issued a judgment dismissing the claims, not because it had found the
notice to be lawful, but because it considered that the ANCOM notice did not constitute an administrative
act, representing merely a preliminary administrative step prior to the issuance of an administrative act, and
therefore could not be the subject of judicial review of its legality. Since the court dismissed the main claim
seeking the annulment of the ANCOM opinion, the alternative claim made by some operators was in turn
dismissed as having become moot.

In July 2016, a new law (“Law 159/2016”) was adopted, replacing Law 154/2012 and regulating the regime
governing the physical infrastructure of electronic communications networks, which establishes a series of
measures to reduce the cost of installing electronic communications networks.

In December 2016, the Company received a communication from ANCOM, notifying it that the ANCOM
opinion issued in 2013 had not been implemented within 90 days of the date of the new law’s enactment
and that, pursuant to the provisions of Law 159/2016, the technical and economic conditions for access by
electronic communications network providers to the physical infrastructure would be established and
imposed.

Based on the provisions of the new law, ANCOM issued Decision No. 40 of 14 January 2019 (ANCOM
Decision) to establish and impose the technical and economic conditions under which access is granted to
the physical infrastructure built by Netcity Telecom SA under Concession Agreement No. 4390 of 2 June
2008 concluded with the Municipality of Bucharest, which was communicated to Netcity on 15 January
2019. The decision is applicable and has been in force since 17 March 2019 and has no retroactive effect.

Netcity challenged the ANCOM Decision within the statutory time limit, namely on 15 February 2019,
bringing an action for annulment against this decision, registered with the Bucharest Court of Appeal, in
which it sought, in opposition to ANCOM, the annulment of this administrative act. Furthermore, on the
same date, Netcity filed with the Bucharest Court of Appeal a application for the suspension of the
enforcement of the ANCOM Decision, pending the final resolution of the application for the annulment of
the administrative act .

The application for annulment filed by Netcity against ANCOM, in which a number of operators intervened
(Prime Telecom S.R.L., RCS&RDS S.R.L., the National Association of Internet Service Providers in
Romania — ANISP, the Interlan Association, the Association of Mobile Operators in Romania — AOMR,
Interlan Internet Exchange S.R.L., Ines Group S.R.L., GTS Telecom S.R.L.) was dismissed by the court of
first instance as unfounded. Furthermore, the main applications to intervene were dismissed as unfounded,
whilst the ancillary applications to intervene in favour of ANCOM were upheld. The court’s judgment may
be appealed within 15 days of notification. As of the date of this report, the judgment has not been notified.

Separately, on 15 February 2019, the Municipality of Bucharest, through the General City Hall, brought its
own separate proceedings against the ANCOM Decision. The application by the Municipality of Bucharest
seeking the annulment of Decision 40/2019 issued by ANCOM was joined to the application filed by Neftcity,
which had the same subject matter, namely the annulment of the decision issued by ANCOM.
Consequently, this application was also dismissed by the court of first instance as unfounded.
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With regard to the applications for suspension of the enforcement of the ANCOM Decision, pending the
final resolution of the application for the annulment of the administrative act, initially filed by both Netcity
and the Municipality of Bucharest, these have been definitively dismissed by the High Court of Cassation
and Justice.

In connection with the above, the Municipality of Bucharest and the Company are involved in several
disputes arising from claims made by some of the Company’s customers, seeking: i) the annulment of the
initial decision issued by the General Council of the Municipality of Bucharest approving the Concession
Agreement, and/or the Concession Agreement itself, ii) the amendment of the initial decision issued by the
General Council of Bucharest Municipality approving the Concession Agreement or the amendment of the
Concession Agreement by issuing an administrative act that includes the technical and economic conditions
set out in the ANCOM Opinion, as well as iii) the cancellation of certain clauses in contracts with customers
that are not in accordance with the ANCOM Opinion, as well as the refund of the difference between the
contractual tariffs and those provided for in the ANCOM Opinion for the period following the issuance of the
ANCOM Opinion.

Of these, as at the date of these financial statements, two cases were still pending, one in which a former
customer is claiming damages from Bucharest City Council as a result of the harm caused by the refusal
to issue and implement the administrative act regulating the technical and economic conditions under which
providers of electronic communications networks gain access to the fibre-optic metropolitan network
infrastructure of the Municipality of BucharestThis case, initially suspended, in which Netcity Telecom is an
intervener, was reinstated, with a hearing scheduled for 5 May 2022, at which the court dismissed the
appeal against the suspension order; the case remains suspended until the resolution of the second dispute
below. The second case , , concerning the declaration of nullity of certain clauses in service provision and
rental contracts and the refund of sums deemed to have been charged abusively, in which Netcity Telecom
is the defendant, was suspended at the appeal stage (the action having been dismissed at first instance)
pending the resolution of two cases seeking the annulment of the Competition Council’s decision, one of
which has already been dismissed and the other referred back to the court of first instance for retrial.

At the end of 2022, a lawsuit was brought against the company by one of its customers, in which the
customer sought payment in lei equivalent to the sum of EUR 105,541.88, a provisionally estimated amount,
representing the loss suffered as a result of the abuse of a dominant position committed by the defendant
and established by Decision no. 93 of 16 December 2019, and an order requiring Netcity Telecom to pay
statutory penalty interest in the amount of 107,002.70 lei on the principal sum mentioned above, a
provisionally estimated sum, calculated from the date the damage occurred until the date the claim was
filed, and continuing until the full and effective recovery of the damage. In response to the claimant’s claims,
Netcity Telecom filed a defence.

At the first hearing, Netcity Telecom filed a request for confidentiality, which was granted in full by the court.
Among the evidence admitted by the court in this case is an expert report whose main objective is to
calculate the difference between the price paid by the claimant during the period 10 February 2011 and 11
April 2019 and the amount that would have been payable had the abuse of a dominant position not
occurred, as well as the calculation of statutory interest on this debt. The next hearing date set in this case
for the submission of the expert report is 6 June 2024.

At the beginning of 2023, Bucharest City Council requested Netcity Telecom to state its position regarding
the court’s request to submit to the case file (initiated by a client of Netcity Telecom against Bucharest City
Council) a series of documents such as the Concession Agreement in its entirety and the Phase Il
Feasibility Study carried out by KPMG for the Netcity project. Considering it to be in its own interest, in
order to protect information deemed confidential, the Company deemed it appropriate to intervene in this
case to have the opportunity to defend its position. Following Netcity Telecom’s request, the documents
were submitted to the court’s classified information department, with the parties having no access to them.
At the hearing scheduled for 23 March 2023, the court admitted in principle the application for intervention
filed by Netcity Telecom. At the hearing on 11 May 2023, the court reserved its decision and, requiring time
to deliberate, successively adjourned the pronouncement until 30 June2023, when it dismissed the claim
as unfounded and granted the application for incidental intervention filed by Netcity Telecom. The judgment
was appealed by the claimant and is pending before the Bucharest Court of Appeal.
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ANCOM'’s future actions following the enactment of Law No. 159/2016, as well as the outcomes of the
disputes outrowd above, cannot be estimated and may have a significant impact on the deadrows set out
in the concession agreement.

At the end of 2019, UTI Netcity Investment BV and UTI Grup SA brought an action against Netcity based
on the provisions of the Contract for thefor the sale and purchase of Netcity shares (SPA), seeking an order
requiring Netcity to pay the sum of EUR 1,000,000 (equivalent in lei) representing the price difference, and
the sum of EUR 45,699 representing penalty interest up to the date of filing the action and thereafter until
the date of actual payment. This claim was upheld by the court of first instance, with Netcity being ordered
to pay the sums claimed to the plaintiffs. Netcity lodged an appeal against this judgment. On 22 April 2021,
the court delivered its judgment upholding the appeal and amending the appealed civil judgment to the
effect that it dismisses the claim as unfounded. It also ordered the respondent claimant, UTI Netcity
Investment BV, to pay the appellant defendant the sum of 30,665.18 lei in respect of appeal costs and the
sum of 2.82 lei in respect of appeal costs. On 20 January 2022, UTI Grup and UTI BV lodged an appeal.
The appeal was served and Netcity filed a response to the appeal, with the appeal hearing scheduled for 3
May 2022, on which date the court delivered the following judgment: dismisses as unfounded the appeal
lodged by the appellants-claimants UTI Grup S.A. and UTI Netcity Investment BV against Civil Decision
No. 739A of 22 April 2021, delivered by the Bucharest Court of Appeal — Sixth Civil Division. The appellants-
claimants are jointly and severally ordered to pay the respondent-defendant Netcity Telecom legal costs
amounting to RON 7,683.92. The decision is final, which means that Netcity may withhold the deferred
payment of 1,000,000 euros until the final resolution of the case concerning the action brought by Netcity
Telecom against Uti Grup S.A. and Uti Netcity Investment BV (No. 6892/3/2021).

In turn, Netcity Telecom has filed a claim against Uti Grup S.A. and Uti Netcity Investment BV, seeking an
order requiring the Defendants to pay Netcity the sum of 2,386.492 euros, representing the loss suffered
during 2019 pursuant to clauses 7.2.5, 7.2.1(u) and 10.3 of the share purchase agreement dated 26 August
2016, plus legal costs. The defendants filed a statement of defence, which was served on Netcity for a
reply. On 16 March 2022, the court stayed proceedings in the case pending the final resolution of the action
for annulment brought by Netcity against ANCOM Decision No. 40 of 14 January 2019 establishing and
imposing the technical and economic conditions under which access to the physical infrastructure built by
Netcity is provided.

Furthermore, the Company has initiated a series of steps to recover outstanding debts from certain
customers, with two legal proceedings currently pending against two of these customers.

The Company’s management considers that it has taken and will continue to take all necessary steps to
ensure the Company’s continued operations and that, as at the date of the financial statements, the
management has no intention and no indication regarding the termination of the Concession Agreement in
the foreseeable future. Furthermore, the Company’s management has no information to suggest that the
aforementioned disputes will have a negative impact on the Company’s future operations and business
model in the foreseeable future.

These aforementioned disputes are ongoing as at the date of the financial statements. The Company’s
management considers that it is most likely that it will not have any future payment obligations as a result
of the disputes mentioned above and, therefore, has not recognised provisions for risks and expenses in
the financial statements.

19.3. Investigation by the Competition Council

In April 2016, following a complaint lodged by a customer (INES), which was initially rejected by the
Competition Council but subsequently upheld by the court, the President of the Competition Council issued
an Order to Commence a new investigation into the Company and the Municipality

Bucharest. The investigation was launched with the aim of examining the complaint received regarding a
possible breach of the Competition Law, as follows:

i) Netcity Telecom may hold a dominant position in the market and may be abusing that dominant
position to the detriment of the market.
i) The Municipality of Bucharest has not implemented the ANCOM Opinion.
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The investigation was concluded on 16 October 2019, with the Competition Council’s investigation team
issuing its report on the investigation. Following discussions with the Competition Council and completion
of the legal procedure, the Company agreed to the closure of the investigation through a procedure of
acknowledgement regarding commercial practices that no longer existed at the time of the investigation’s
conclusion, as a result of which the fine imposed was reduced to 2,183,551.85 lei (4.62% of the turnover
for 2018), payable within 30 days as of the date of issue of the penalty decision. The decision was drafted
by the Competition Council and communicated to Netcity on 14 April 2020. The company set aside a
provision of RON 2,183,552 as at 31 December 2019 and, during 2020, obtained a 12-month payment plan
for the fine. During 2021, the company paid the fine in full, in accordance with the agreed payment schedule.

During 2020, some of the company’s clients filed applications seeking the annulment of the Competition
Council’s decision, in respect of which two cases were registered with the Bucharest Court of Appeal, in
which the Company was also named as a party. In one of these cases, the claimant withdrew the claim and
filed a motion to intervene in the other case, in which the court ruled on both the claims made and the
defences raised by the parties. In this dispute, the court delivered its judgment, namely: dismissing the
claim as inadmissible; admitting the application to intervene as a third party; and ordering the claimant to
pay the costs of the proceedings in favour of Netcity Telecom. In this case, one of the appellants lodged an
appeal, which was heard by the High Court of Cassation and Justice, which upheld the appeal and referred
the case back to the Bucharest Court of Appeal for retrial.

At the date of approval of these financial statements, the Company cannot estimate the outcome of the
above-mentioned disputes or the occurrence of any other potential disputes, nor can it quantify the claims
that may arise therefrom. The Company’s management considers that it is most likely that it will not have
any future payment obligations as a result of the disputes mentioned above and, therefore, has not
recognised provisions for risks and expenses in the financial statements.

19.4. Taxation

All amounts due to the State for taxes and duties have been paid or recorded as at the balance sheet date.
The tax system in Romania is currently being consolidated and is subject to constant change; there may
be differing interpretations by the authorities regarding tax legislation, which may give rise to additional
taxes, duties and penalties. Should the state authorities discover breaches of Romanian legal provisions,
they may, as appropriate: confiscate the sums in question, impose additional tax liabilities, apply fines, or
apply late payment surcharges (applied to the outstanding amounts actually due). Consequently, tax
penalties resulting from breaches of legal provisions may amount to significant sums payable to the State.

At the date of these financial statements, the Company is subject to an audit by the tax authorities. The
outcome of this audit cannot be anticipated at this time due to the early stage of the process.

The Company considers that it has paid all taxes, duties, penalties and penalty interest on time and in full,
to the extent applicable.

In Romania, the tax year remains open for audit for a period of 5 years.
19.5. Transfer pricing

In accordance with the relevant tax legislation, the tax assessment of a transaction carried out with related
parties is based on the concept of the arm’s length price for that transaction. Based on this concept, transfer
prices must be adjusted to reflect the market prices that would have been agreed between entities with no
affiliation and acting independently, on the basis of ‘arm’s length conditions’.

It is likely that transfer pricing audits will be carried out in the future by the tax authorities to determine
whether such prices comply with the ‘arm’s length’ principle and that the Romanian taxpayer’s tax base is
not distorted. The Company cannot estimate the potential impact of such audits by the tax authorities.
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Note 19. Contingent liabilities and commitments (continued)
19.6. Environmental matters

Romania is currently undergoing a period of rapid harmonisation of environmental legislation with current
European legislation. The Company does not consider future costs associated with environmental issues
(pollution) to be significant and, as a result, has not recorded any provision relating to anticipated costs,
including statutory and consultancy fees, studies, design and implementation of plans to remedy
environmental issues.

19.7. Other information

The war in Ukraine and the associated sanctions against the Russian Federation are having an ongoing
impact on European and global economies. The entity has no significant direct exposure in Ukraine, Russia
or Belarus. However, the impact on the general economic situation may require the periodic review of
certain assumptions and estimates (energy costs, raw material costs, the general impact of inflation). As at
31 December 2022, based on the information available, the Company analysed the potential impact of
changes in micro- and macroeconomic conditions on the Company’s financial position and results of
operations and concluded that there is no impact on the financial position as at 31 December 2023.

19.8 Financial risks
The main risks to which the Company is exposed and the policies applied are detailed below:

i) Market risk
The Romanian economy is still in transition, with potential uncertainty regarding the direction of policy and,
in particular, future economic development. Management cannot predict the changes that will occur in
Romania and their effects on the Company’s financial position, operating results and cash flows.

ii) Interest rate risk
The Company’s exposure to interest rate risk relates primarily to the variable-rate long-term loans held by
the Company. Netcity has also entered into swap agreements for 70% of Financing Facilities A and B. The
Company’s management periodically reviews its interest rate position and continuously monitors potential
risks.

iii) Liquidity risk
The Company’s policy is to maintain sufficient liquidity to meet its obligations as they fall due.

i) Credit risk
In the course of its business, the Company is exposed to credit risk, particularly due to trade receivables.
Management closely monitors exposure to credit risk. Furthermore, receivable balances are monitored on
an ongoing basis, resulting in an insignificant exposure to the risk of bad debts.

i) Foreign exchange risk
With the exception of the loans in EUR disclosed in Note 8, the Company does not enter into significant
foreign currency transactions. Management does not consider foreign exchange risk to be significant but
monitors exchange rate fluctuations to secure a favourable exchange rate for the Company.

19.9 Letters of guarantee granted to third parties

As at 31 December 2023, the position regarding letters issued by banks is as follows:
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Issuing i Date of Maturity
No. Reference Bank Beneficiary Currency | Amount Issue Date
BUCHAREST
1 34GBE2017-2056 | BRD MUNICIPALITY EUR 835,200.93 | 04/12/2023 31/12/2024

The financial statements on pages 3 to 42 were signed on 15 May 2024 by:

Chief Executive Officer,
Adrian Vasile Racasan

Signature [illegible signature]
Company stamp [Stamp: S.C. NETCITY TELECOM
S.A. // netcity // BUCHAREST * ROMANIA]

Prepared by,

Cristian Osadczuk
Chief Financial Officer

Signature

[illegible signature]
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INDEPENDENT AUDITOR'S REPORT

To the shareholders of NETCITY TELECOM SA
Report on the audit of the financial statements
Qualified Opinion

We have audited the accompanying financial statements of Netcity Telecom SA ("the
Company" or “Netcity Telecom”) with its registered office in Bucharest, 1A Poligrafiei
Avenue, District 1, identified by the unique tax registration code 22902080, which
comprise the balance sheet as at 31 December 2023, the profit and loss account, the
statement of changes in equity and the statement of cash flows for the year then
ended and a summary of significant accounting policies and other explanatory
information.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Company as at 31 December 2023, and of its financial
performance and its cash flows for the year then ended in accordance with the Order
of the Ministry of Public Finances no. 1802/2014, with subsequent amendments and
clarifications and the accounting policies described in the financial statements.

Basis for Qualified Opinion

We conducted our audit in accordance with the International Standards on Auditing
(ISAs). Our responsibilities under those standards are described in more detail in the
section "The Auditor's Responsibilities for the Audit of Consolidated Financial
Statements" of our report. We are independent towards the Company in accordance
with the Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board for Accountants (IESBA Code) and the ethical requirements that are
relevant to the audit of financial statements in Romania and have fulfilled our ethical
responsibilities in accordance with those requirements and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified opinion.

Highlighting Certain Issues

We draw attention to Note 19.2 "“Disputes” in these financial statements, which
describes how a law was enacted in July 2016 (“Law 159/2016") and subsequently, in
January 2019, a decision was published (“Decision 40/2019") regarding the regime
governing the physical infrastructure of electronic telecommunications networks,
access rights and regulations, the establishment of minimum quality indicators for
infrastructure access services, as well as maximum tariffs that may be charged by the
Company. Pursuant to the provisions of Law 159/2016, Decision No. 40/2019 of the
President of the National Authority for Administration and Regulation in
Communications (*ANCOM") imposed technical and economic conditions on Netcity
Telecom that Netcity Telecom is obligated to comply with in its relations with
communications providers, companies that lease electronic physical infrastructure
from Netcity Telecom, as well as changes to the methodology for determining Netcity
Telecom’s network lease rates, which result in a decrease in the rates charged by the
Company. The decision took effect and has been applied since 17 March 2019.
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In 2019, Netcity Telecom initiated specific legal proceedings against Decision 40/2019
issued by ANCOM, proceedings that are ongoing as of the date of this report.
Furthermore, Note 19.2 states that the Company is involved in a series of disputes
resulting from complaints filed by some of its customers.

These disputes are currently pending. Management believes that it will have no future
payment obligations as a result of the aforementioned disputes and, therefore, has
not recorded a provision in the financial statements for the fiscal year ended 31
December 2023. Our opinion is not qualified in respect of these matters.

Other Information

Other information includes the management report but does not include the financial
statements and our audit report on them. Management is responsible for the other
information.

Our audit opinion on the financial statements does not cover the other information,
and we do not express any form of assurance conclusion on it.

In connection with our audit of the financial statements, our responsibility is to read
the other information and, in doing so, to consider whether it is materially inconsistent
with the financial statements or our knowledge obtained from the audit, or whether it
appears to contain material misstatements. If, based on our work, we conclude that
there are material misstatements in this other information, we are required to report
this. We have nothing to report in this regard.

Responsibilities of Management and Persons Charged with Governance for
the Financial Statements

The management of the company is responsible for the preparation and fair
presentation of the financial statements in accordance with Order of the Minister of
Public Finance No. 1802/2014, as amended and clarified, and for such internal control
as management deems necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

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

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

The Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance that the financial statements, taken
as a whole, are free from material misstatement, whether due to error or fraud, and
to issue an audit report that includes our opinion. Reasonable assurance represents a
high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISA standards will always detect a material misstatement, if one exists.
Misstatements may be caused by either fraud or error and are considered material if it
can reasonably be expected that they, either individually or in the aggregate, will
influence the economic decisions of users made on the basis of these financial
statements.



As part of an audit in accordance with ISA standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. In addition:

» We identify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of failing
to detect a material misstatement caused by fraud is higher than that of failing
to detect a material misstatement caused by error, because fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the
circumvention of internal controls.

» We understand the internal control relevant to the audit to determine the
appropriate audit procedures in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.

» We evaluate the appropriateness of the accounting policies used and the
reasonableness of the accounting estimates and related disclosures made by
management.

» We conclude on the appropriateness of management’s use of the going concern
principle and determine, based on the audit evidence obtained, whether there
is a material uncertainty regarding events or conditions that could cast
significant doubt on the Company’s ability to continue as a going concern. If we
conclude that there is a material uncertainty, we must draw attention in the
audit report to the related disclosures in the financial statements or, if such
disclosures are inadequate, we must modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our audit report.
However, future events or conditions may cause the Company to cease
operations on a going concern basis.

> We evaluate the presentation, structure, and overall content of the financial
statements, including the disclosures, and the extent to which the financial
statements reflect the underlying transactions and events in a manner that
achieves fair presentation.

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

Report on Other Legal and Regulatory Requirements

Reporting on Information Other Than the Financial Statements and Our Audit
Report Thereon

In addition to our reporting responsibilities under ISAs and described in the “Other
Information” section regarding the Management Report, we have read the
Management Report and report the following:

a) In the Management Report, we have not identified any information that is not
consistent, in all material respects, with the information presented in the
financial statements as at 31 December 2023, attached hereto;

b) The Management Report identified above includes, in all material respects, the
information required by Order of the Minister of Public Finance no. 1802/2014,
as amended, paragraphs 489-492;



c) Based on our knowledge and understanding obtained during the audit of the

financial statements prepared as of 31 December 2023,
we have not

Company and its environment,

regarding the
identified any material

misstatements in the Management Report.

On behalf of,

Ernst & Young Assurance Services SRL
15-17 Ion Mihalache Avenue, 21st floor,
Bucharest, Romania
Registered with the
Register with no. FA77

electronic  Public

[illegible signature]

Name of the Auditor/Partner: Verona
Cojocaru
Registered with the electronic Public

Register with no. AF1568

[Authority for Public Oversight of
Statutory Audit Activity (ASPAAS) //
Audit firm: ERNST & YOUNG
ASSURANCE SERVICES S.R.L //
Electronic Public Register: FA77]

[Authority for Public Oversight of
Statutory Audit Activity (ASPAAS) //
Financial Auditor: Cojocaru Iuliana
Verona // Electronic Public Register:
AF1568]

Bucharest, Romania
15 May 2024




, netCIty Bulevardul Poligrafiei Nr. 1A, cladirea Ana Tower, etaj 19, Sector 1, 013704, Bucuresti  www.net-city.ro

MANAGEMENT REPORT

On the activities of NETCITY TELECOM SA for the financial year ended 31 December
2023

1. Information about the company

NETCITY TELECOM SA, with its registered office in Bucharest, 1A Poligrafiei Avenue, 19 floor, District 1, with unique
registration code 22902080 and registration number with the Trade Register J40/23190 /11 December 2007, is a company
with wholly private domestic and foreign capital and was established in 2007. Its main business activity consists of
telecommunications services via cable networks.

The financial statements have been prepared in accordance with Accounting Law no. 82/1991 and the provisions of Order
of the Minister of Public Finance no. 1802/2014, as subsequently amended, for the approval of accounting regulations in
line with European directives.

During 2023, the obligations set out in the Accounting Law no. 82/1991 and OMF no. 1802/2014 regarding the proper
and up-to-date organisation and management of accounts were complied with. Furthermore, the principles of accounting
(prudence, consistency of methods, going concern, the principle of valuation at acquisition or production cost, the
immutability of the opening balance sheet, the separate valuation of assets and liabilities, non-offsetting, accrual basis
accounting, the recognition and presentation of items in the financial statements taking into account the economic
substance of the transaction or commitment in question, and the materiality threshold) were observed, as were the
accounting rules and methods provided for by the regulations in force and the rules for the preparation of financial
statements.

On 22 December 2021, Direct One SA entered into an agreement to sell 49% of the shares held in Netcity Telecom SA to
MERIDIAM EASTERN EUROPE IV A SAS, a company based in France. The new shareholder structure of Netcity is presented

below.

The shareholding structure as at 31 December 2023 and 31 December 2022 is as follows:

Shareholders Shares Percentage
Direct One SA 260,280 51.00%
MERIDIAM EASTERN EUROPE IV A SAS 250,074 49.00%
Total 510,354 100

During 2023, in accordance with the Resolution of the General Meeting of Shareholders dated 22 December 2021, the
company is managed under a dual board system, comprising a Management Board and a Supervisory Board. The
Management Board consists of 3 directors, as follows:

SURNAME AND FORENAME POSITION

Adrian Vasile Racasan Chief Executive Officer and Chairman of the
Management Board

Cristian Mircea Osadczuk Manager

Danut Pantazescu Manager

2. Company Performance

The annual financial statements have been prepared on the basis of the trial balance of the summary accounts, reconciled
with the analytical accounts.
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Operating revenue for 2023 amounted to RON 156,211,442 (RON 117,934,506 in 2022), derived mainly from revenue
from sales of production, amounting to RON 61,177,981 (RON 54,642,781 in 2022). Turnover in 2023 was RON 61,177,981
(RON 55,330,793 in 2022).

The company generates revenue from the leasing of the Netcity Network, based on the length of the transmission pipeline
and the number of leased connections.

The expenses associated with this revenue total RON 118,329,247 (RON 85,820,005 in 2022), and consist of:

Expense items 2022 2023
Costs of raw materials and supplies 705,044 419,205
Other material expenses 52,918 19,767
Expenses relating to goods 631,911 -
Expenses relating to utilities 35,523 49,067
Salaries and social security contributions 6,977,325 6,944,878
Depreciation 7,300,256 8,906,026
Adjustments to current assets and risk provisions 161,087 -161,088
Other operating expenses 69,955,941 102,151,392

The operating result was positive, with a profit of RON 37,882,195 (RON 32,114,501 in 2022).

Financial income amounted to RON 4,526,607 (RON 6,174,304 in 2022), whilst financial expenses totalled RON 22,900,842
(RON 18,700,793 in 2022). Consequently, a loss of RON 18,374,235 (RON 12,526,489 in 2022) was recorded from financial
activities.

The gross profit for the financial year as at 31 December 2023 was RON 19,507,960 (RON 19,588,012 in 2022), which was
derived as follows:

e Operating profit RON 37,882,195 (RON 32,114,501 in 2022)

e Loss from financial activities RON 18,374,235 (RON 12,526,489 li in 2022)

Income tax for the year 2023 was RON 1,805,409 (RON 2,001,843 in 2022).

The main balance sheet items are:

Balance sheet items — RON 31 December 2022 31 December 2023
Fixed assets 276,745,110 365,575,559
Inventories 172,284 207,404
Receivables 8,487,028 10,110,601
Cash and bank balances 5,758,967 8,012,197
Prepaid expenses 20,176,331 19,160,240
Liabilities due within one year 31,690,709 39,855,707
Liabilities due in more than one year 234,656,741 300,319,466
Paid-up subscribed capital 5,103,540 5,103,540
Statutory reserves 2,304,572 2,304,572
Retained earnings 19,311,032 36,897,201
Profit for the year 17,586,169 17,702,551

Fixed assets include the value of the Netcity Infrastructure, representing the underground fibre-optic network of
Bucharest Municipality, built, managed and operated to meet users’ needs to establish electronic communications
networks, and which may be utilised by any interested user.

Its development has been gradual, with the city divided into areas comprising streets and/or boulevards, along which
sections of ducting have been installed. All the sections belonging to a given area have been designated as functional
loops. Within the functional loops, Netcity leases ducts to operators, in which they install their fibre-optic cables.

Initially, efforts focused on constructing sections along the main boulevards and streets, the pace being dictated by the
obligations arising from the partnership with Bucharest City Hall, with the aim of subsequently extending into the interior
of the existing loops, on secondary streets, by creating fibre optic distribution and access networks, known as FTTB Areas,
in certain areas deemed to be of interest.
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In FTTB (Fibre To The Building) Areas, both fibre-optic cable and conduit are provided up to the building where the
telecommunications operators’ end-users are located. Currently, the network has a total length of approximately 2,536
km, enabling connections to be provided to over 50,000 buildings.

Once the construction of a loop is complete, the loop becomes active and can be used by telecommunications operators
upon the signing of a handover report between Netcity and Bucharest City Hall.

The following items are included in the receivables category:

Maturity
31 December 31 December Less than 1
Name 2022 2023 year Over 1 year
Trade receivables
Customers 7,952,734 6,915,008 6,915,008 -
Value adjustments for trade receivables (1,862,652) (1,701,565) (1,701,565) -
Trade receivables, net 6,090,082 5,213,443 5,213,443
Advances- to suppliers for services rendered and 3162 1,988 1,988 i
work carried out
Total trade receivables 6,093,244 5,215,431 5,215,431 -
Other receivables
VAT not yet due 1,372,614 1,801,009 1,801,009 -
Other receivables 77,318 115,342 115,342 -
Total other receivables 1,449,932 1,916,351 1,916,351 -
Total trade and other receivables 7,543,176 7,131,782 7,131,782 -
The Liabilities category includes the following items:
Maturity
31 December 31 December Lessthan

L. Over 1 year
Description 2022 2023 1 year
Trade payables — third-party suppliers 725,353 845,818 845,818 -
Amounts due to affiliated entities 98,806,388 125,973,186 18,717,920 107,255,266
Suppliers — outstanding invoices 19,546 243,134 243,134 -
Customers Creditors 12,037 24,786 24,786 -
Total trade payables 99,563,324 127,086,924 19,831,658 107,255,266
Bank loans in foreign currency 148,138,993 191,214,645 - 191,214,645
Amounts due to affiliated entities — performance 4,841,068 7,872,846 6,023,291 1,849,555
bonds
Amounts due to third-party suppliers — performance 290,139 305,050 305,050 -
bonds
Payables to staff 1,152,157 560,785 560,785 -
Payroll taxes 559,445 332,304 332,304 -
Other taxes to the state budget and local budgets 719,663 763,346 763,346 -
Other liabilities 11,082,661 12,039,273 12,039,273 -
Total other liabilities 166,784,126 213,088,249 20,024,049 193,064,200

Total

266,347,450

340,175,173

39,855,707

300,319,466

The registered share capital as at 31 December 2023 is RON 5,103,540 (31 December 2022: RON 5,103,540) and is fully
paid up. In 2023, the company made a profit of RON 17,702,551 (RON 17,586,169 in 2022).

Income tax, VAT, duties, taxes, contributions and special funds relating to salaries were calculated and paid in accordance
with the tax legislation in force. All tax, duty and contribution returns were submitted to the state authorities within the
statutory deadlines.
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3. Key financial performance indicators, environmental and personnel matters

Presentation of economic and financial indicators:

2022 2023
I Liquidity indicators
Current liquidity ratio
Current assets (A) 14,418,279 18,330,202
Current liabilities (B) 31,690,709 39,855,707
A/B — number of times 0.45 0.46
Quick ratio (acid test)
Current assets (A) 14,418,279 18,330,202
Inventories (B) 172,284 207,404
Current liabilities (C) 31,690,709 39,855,707
(A-B)/C — in times 0.45 0.45
Il Activity ratios
Customer receivables turnover
Average customer balance (A) 4,758,670 5,654,338
Turnover (B) 55,330,793 61,177,981
(A)/(B) x 365 in number of days 31 34
Supplier credit turnover rate
Average trade(A) 719,558 916,926
Turnover (B) 55,330,793 61,177,981
(A)/(B) x 365 in number of days 5 5
Fixed asset turnover ratio
Turnover (A) 55,330,793 61,177,981
Fixed assets (B) 276,745,110 365,575,559
(A)/(B) in number of times 0.20 0.17
Total asset turnover
Turnover (A) 55,330,793 61,177,981
Total assets (B) 311,339,720 403,066,001
(A)/(B) in number of times 0.18 0.15
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2022 2023
Debt ratio
Borrowed capital (A) 226,277,720 283,512,861
Equity (B) 44,305,313 62,007,864
A/B * 100 510.72 457.22
Interest coverage ratio
Profit before interest and income tax 32,085,722 36,261,020
Interest expense (B) 12,497,710 16,753,060
A/B — number of times 2.57 2.16
IV Profitability ratios
Return on capital employed
Profit before interest and income tax 32,085,722 36,261,020
Total assets minus current liabilities (B) 279,266,238 363,141,407
A/B 0.11 0.10
Gross profit margin
Gross profit on sales (A) 32,114,501 37,882,195
Net turnover (B) 55,330,793 61,177,981
A/B 0.58 0.62
Earnings per share
Profit for the financial (A) 17,586,169 17,702,551
Number of shares (B) 510,354 510,354
A/B 34.46 34.69

Environmental issues

www.net-city.ro

Romania is currently undergoing a period of rapid harmonisation of its environmental legislation with current European
legislation. The Company does not consider future costs associated with environmental issues (pollution) to be significant
and, as a result, has not recorded any provision for anticipated costs, including statutory and consultancy fees, studies,
design and implementation of plans to remedy environmental issues.

Staff-related matters

As at 31 December 2023, the Company had no obligation to pay pensions to former members of the Board of Directors
and executive management and had not recorded any advances payable to members of the Management Board and the
Supervisory Board. Furthermore, there were no loans granted by the Company to directors, nor were there any
guarantees or future obligations assumed by the Company on behalf of the directors or managers.

The average number of the Company’s employees for 2023 was 28 (for 2022, the average number of employees was 30),
and the actual number at the end of 2023 was 32 (34 at the end of 2022). The structure of the Company’s workforce at
the end of 2023 is as follows:
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Average number of Average number of
employees employees

Department 31 December 2022 31 December 2023
Operations and Maintenance Department 12 17
Sales department 2 2
Planning & Design 8 6
Finance and Accounting Department 2
Others 6
Total 30 28

Expenditure on salaries paid to employees in 2023 amounted to RON 6,944,877 (RON 6,977,325 in 2022), with social
security contributions and pension fund contributions included in this figure. In 2023, expenditure on social security
contributions amounted to RON 156,549.

4. Forecast development of the Company

The financial statements as at 31 December 2023 have been prepared on a going concern basis, which assumes that the
Company will continue in operation for the foreseeable future. To assess the applicability of this assumption,
management analyses forecasts of future cash inflows. Based on these analyses, management considers that the
Company will be able to continue as a going concern in the foreseeable future and, therefore, the application of the going
concern principle in the preparation of the financial statements is justified.

The nature of the Company’s business may result in unpredictable variations in future cash inflows.

As at 31 December 2023, the Company recorded a profit of RON 17,702,551 (RON 17,586,169 as at 31 December 2022).
Furthermore, as at 31 December 2023, the Company had current liabilities of RON 39,855,707 (RON 31,690,709 as at 31
December 2022) and current assets amount to RON 18,330,202 (RON 14,418,279 as at 31 December 2022). This is mainly
due to significant investments in the Netcity network, which were financed both through loans and from the Company’s
own resources. Also included in current liabilities as at 31 December 2023 is the amount owed to UTI Group. In February
2019, the company’s management sent a notice to UTI regarding the failure to meet the conditions of the Sale and
Purchase Agreement, which resulted in the payment of this deferred amount.

The company’s management considers that there are no risks regarding the Company’s ability to continue as a going
concern, risks that could arise from the disputes concerning the ANCOM Notice (see the ‘Litigation’ section below) or the
Competition Council’s investigation (see the ‘Litigation’ section below). Furthermore, the company’s management
considers that its operating activities will be able to generate sufficient cash to enable it to cover its current liabilities as
they fall due.

For 2024, Netcity Telecom SA aims to continue developing the metropolitan network in accordance with the concession
agreement, with the aim of increasing the network’s length by approximately 12%, maximising revenue and improving
operational efficiency, thereby having a positive impact on financial indicators.

Our short- and medium-term strategic objectives include:

e Acquiring new customers from the public sector and small business sector

¢ |dentifying new sources of revenue (value-added services, market segmentation) and developing new products
e Increasing the organisation’s capacity in the areas of operational processes, reporting and control

e Increasing the Netcity brand’s visibility.

Disputes

By Decision no. 108 of 6 March 2008, the General Council of the Bucharest Municipality (hereinafter “CGMB”) approved
the public works concession contract under a public-private partnership between Bucharest Municipality, as grantor, and
Concesiune Telecom SRL (as successor following a demerger of UTI GRUP SA (hereinafter “UTI”) and Netcity Telecom SA
(hereinafter “Netcity”), as concessionaire. The subject matter of the concession contract is “the exclusive concession by
the grantor to the concessionaire of the works for the construction and administration of the Netcity Network”.
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On 2 June 2008, Public Works Concession Agreement no. 4390 was concluded for the construction of the “Bucharest
Metropolitan Fibre-Optic Network for Telecommunications — Netcity” between the Municipality of Bucharest, through
the Mayor, on the one hand, and UTI SYSTEM SA and Netcity Telecom, on the other. Consequently, at the end of 2008,
Netcity began entering into contracts with providers of electronic communications services and networks with a view to
introducing their cables into the completed backbone network, establishing connections to buildings and managing them.

In October 2012, Law no. 154/2012 on the regime governing electronic communications network infrastructure came
into force. The provisions of this law establish the legal framework within which the installation, maintenance,
replacement or relocation of electronic communications networks or the infrastructure elements necessary to support
them will be carried out.

During 2012, Bucharest City Hall notified the National Authority for Communications Administration and Regulation
(“ANCOM’) that the Company may fall within the scope of Law no. 154/2012. As a result of this notification, ANCOM issued
an Opinion in May 2013 regulating the methodology for determining the prices relating to the operation of the Netcity
network.

Between June and July 2013, Netcity and the Municipality of Bucharest brought legal proceedings against ANCOM seeking
the suspension and annulment of the ANCOM Opinion. All these claims were consolidated into a single case in which the
court issued a judgment dismissing the claims, not because it had found the notice to be lawful, but because it considered
that the ANCOM notice did not constitute an administrative act, representing merely a preliminary administrative step
prior to the issuance of an administrative act, and therefore could not be the subject of judicial review of its legality. Since
the court dismissed the main claim seeking the annulment of the ANCOM opinion, the alternative claim made by some
operators was in turn dismissed as having become moot.

In July 2016, a new law (“Law 159/2016”) was adopted, replacing Law 154/2012 and regulating the regime governing the
physical infrastructure of electronic communications networks, which establishes a series of measures to reduce the cost
of installing electronic communications networks.

In December 2016, the Company received a communication from ANCOM, notifying it that the ANCOM opinion issued in
2013 had not been implemented within 90 days of the date of the new law’s enactment and that, pursuant to the
provisions of Law 159/2016, the technical and economic conditions for access by electronic communications network
providers to the physical infrastructure would be established and imposed.

Based on the provisions of the new law, ANCOM issued Decision no. 40 of 14 January 2019 (ANCOM Decision) to establish
and impose the technical and economic conditions under which access is granted to the physical infrastructure built by
Netcity Telecom SA under Concession Agreement No. 4390 of 2 June 2008 concluded with the Municipality of Bucharest,
which was communicated to Netcity on 15 January 2019. The decision is applicable and has been in force since 17 March
2019 and has no retroactive effect.

Netcity challenged the ANCOM Decision within the statutory time limit, namely on 15 February 2019, bringing an action
for annulment against this decision, registered with the Bucharest Court of Appeal, in which it sought, in opposition to
ANCOM, the annulment of this administrative act. Furthermore, on the same date, Netcity filed with the Bucharest Court
of Appeal an application for a stay of execution of the ANCOM Decision, pending the final resolution of the application
for the annulment of the administrative act.

The application for annulment filed by Netcity against ANCOM, in which a number of operators intervened (Prime
Telecom S.R.L., RCS&RDS S.R.L., the National Association of Internet Service Providers in Romania — ANISP, the Interlan
Association, the Association of Mobile Operators in Romania — AOMR, Interlan Internet Exchange S.R.L., Ines Group S.R.L.,
GTS Telecom S.R.L.) was dismissed by the court of first instance as unfounded. Furthermore, the main applications to
intervene were dismissed as unfounded, whilst the ancillary applications to intervene in favour of ANCOM were upheld.
The court’s judgment may be appealed within 15 days as of notification. As of the date of this report, the judgment has
not been notified.

Separately, the Municipality of Bucharest, through the General City Hall, filed on 15 February 2019, individually, similar
actions against the ANCOM Decision. The application by the Municipality of Bucharest seeking the annulment of Decision
40/2019 issued by ANCOM was joined to the application filed by Netcity, which had the same subject matter, namely the
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annulment of the decision issued by ANCOM. Consequently, this application was also dismissed by the court of first
instance as unfounded.

As regards the applications for suspension of the enforcement of the ANCOM Decision, pending the final resolution of
the application for the annulment of the administrative act, initiated by both Netcity and the Municipality of Bucharest,
these have been definitively dismissed by the High Court of Cassation and Justice.

In connection with the above, the Municipality of Bucharest and the Company are involved in several disputes arising
from claims made by some of the Company’s customers, seeking: i) the annulment of the initial decision issued by the
General Council of the Municipality of Bucharest approving the Concession Agreement, and/or the Concession Agreement
itself, ii) the amendment of the initial decision issued by the General Council of the Municipality of Bucharest approving
the Concession Agreement or the amendment of the Concession Agreement by issuing an administrative act that includes
the technical and economic conditions set out in the ANCOM Opinion, as well as iii) the cancellation of certain clauses in
contracts with customers that are not in accordance with the ANCOM Opinion, as well as the refund of the difference
between the contractual tariffs and those set out in the ANCOM Opinion for the period following the issuance of the
ANCOM Opinion.

Of these, as at the date of these financial statements, two cases were still pending, one in which a former customer is
claiming damages from Bucharest City Council as a result of the harm caused by the refusal to issue and implement the
administrative act regulating the technical and economic conditions under which providers of electronic communications
networks gain access to the “Netcity” fibre-optic metropolitan network infrastructure of the Municipality of Bucharest.
This case, initially suspended, in which Netcity Telecom is an intervener, was reinstated, with a hearing scheduled for 5
May 2022, at which the court dismissed the appeal against the suspension order; the case remains suspended until the
resolution of the second dispute below. The second case concerning the declaration of nullity of certain clauses in service
provision and rental contracts and the refund of sums deemed to have been charged abusively, in which Netcity Telecom
is the defendant, was suspended at the appeal stage (the action having been dismissed at first instance) pending the
resolution of the two cases seeking the annulment of the Competition Council’s decision, one of which has already been
dismissed and the other referred back to the court of first instance for retrial.

At the end of 2022, a lawsuit was brought against the company by one of its customers, seeking payment in lei of the sum
of EUR 105,541.88, a provisionally estimated amount, representing the loss suffered as a result of the abuse of a dominant
position committed by the defendant and established by Decision No. 93 of 16 December 2019, and an order requiring
Netcity Telecom to pay statutory penalty interest in the amount of 107,002.70 lei on the principal sum mentioned above,
a provisionally estimated sum, calculated from the date the damage occurred until the date the claim was filed, and
continuing until the full and effective recovery of the damage. In response to the claimant’s claims, Netcity Telecom filed
a defence.

At the first hearing, Netcity Telecom filed a confidentiality application, which was granted in full by the court. Among the
evidence admitted by the court in this case is an expert report whose main objective is to calculate the difference between
the price paid by the claimant during the period 10 February 2011 and 11 April 2019 and the amount that would have
been payable had the abuse of a dominant position not occurred, as well as the calculation of the statutory interest on
this debt. The next hearing date set in this case for the submission of the expert report is 6 June 2024.

At the beginning of 2023, Bucharest City Council requested Netcity Telecom to state its position regarding the court’s
request to submit to the case file (initiated by a client of Netcity Telecom against Bucharest City Council) a series of
documents such as the Concession Agreement in its entirety and the Phase Il Feasibility Study carried out by KPMG for
the Netcity project. Considering it to be in its own interest, in order to protect information deemed confidential, the
Company deemed it appropriate to intervene in this case to have the opportunity to defend its position. Following Netcity
Telecom’s request, the documents were submitted to the court’s classified information department, with the parties
having no access to them. At the hearing scheduled for 23 March 2023, the court admitted in principle the application for
intervention filed by Netcity Telecom. At the hearing on 11 May 2023, the court reserved its decision and, requiring time
to deliberate, successively adjourned the pronouncement until 30 June 2023, when it dismissed the claim as unfounded
and granted the application for incidental intervention filed by Netcity Telecom. The judgment was appealed by the
claimant and is to be heard by the Bucharest Court of Appeal.
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ANCOM'’s future actions following the enactment of Law No. 159/2016, as well as the outcomes of the disputes outlined
above, cannot be predicted and may have a significant impact on the deadlines set out in the concession agreement.

At the end of 2019, UTI Netcity Investment BV and UTI Grup SA brought a claim against Netcity based on the provisions
of the Saleof Netcity shares (SPA), seeking an order requiring Netcity to pay the sum of EUR 1,000,000, equivalent in RON,
representing the price difference, and the sum of EUR 45,699 representing penalty interest up to the date of filing the
action and subsequently until the date of actual payment. This claim was upheld by the court of first instance, with Netcity
being ordered to pay the sums claimed to the plaintiffs. Netcity lodged an appeal against this judgment. On 22 April 2021,
the court delivered its judgment upholding the appeal and amending the appealed civil judgment to the effect that it
dismisses the claim as unfounded. It also ordered the respondent claimant, UTI Netcity Investment BV, to pay the
appellant defendant the sum of RON 30,665.18 in respect of appeal costs and the sum of RON 2.82 in respect of appeal
costs. On 20 January 2022, UTI Grup and UTI BV lodged an appeal. The appeal was served and Netcity filed a response to
the appeal, with the appeal hearing scheduled for 3 May 2022, on which date the court delivered the following judgment:
dismisses as unfounded the appeal lodged by the appellants-claimants UTI Grup S.A. and UTI Netcity Investment BV
against Civil Decision No. 739A of 22 April 2021, delivered by the Bucharest Court of Appeal — Sixth Civil Division. The
appellants-claimants are jointly and severally ordered to pay the respondent-defendant Netcity Telecom legal costs
amounting to RON 7,683.92. The decision is final, which means that Netcity may withhold the deferred payment of EUR
1,000,000 until the final resolution of the case concerning the action brought by Netcity Telecom against Uti Grup S.A.
and Uti Netcity Investment BV (No. 6892/3/2021).

In turn, Netcity Telecom has filed a claim against Uti Grup S.A. and Uti Netcity Investment BV, seeking an order requiring
the Defendants to pay Netcity the sum of EUR 2,386.492, representing the loss suffered during 2019 pursuant to clauses
7.2.5,7.2.1(u) and 10.3 of the share purchase agreement dated 26 August 2016, plus legal costs. The defendants filed a
statement of defence, which was served on Netcity for a reply. On 16 March 2022, the court stayed proceedings in the
case pending the final resolution of the action for annulment brought by Netcity against ANCOM Decision No. 40 of 14
January 2019 establishing and imposing the technical and economic conditions under which access to the physical
infrastructure built by Netcity is provided.

Furthermore, the Company has initiated a series of steps to recover outstanding debts from certain customers, with two
legal proceedings currently pending against two of these customers.

The Company’s management considers that it has taken and will continue to take all necessary steps to ensure the
Company’s continued operations and that, as at the date of the financial statements, the management has no intention
and no indication regarding the termination of the Concession Agreement in the foreseeable future. Furthermore, the
Company’s management has no information to suggest that the aforementioned disputes will have a negative impact on
the Company’s future operations and business model in the foreseeable future.

These aforementioned disputes are ongoing as at the date of the financial statements. The Company’s management
considers that it is most likely that it will not have any future payment obligations as a result of the disputes mentioned
above and, therefore, has not recognised provisions for risks and expenses in the financial statements.

The Competition Council’s investigation

In April 2016, following a complaint lodged by a customer (INES) — a complaint that was initially rejected by the
Competition Council but subsequently upheld by the court —the President of the Competition Council issued an Order to
launch a new investigation into the Company and Bucharest City Hall. The investigation was launched with the aim of
verifying the complaint received regarding a possible breach of the Competition Law as follows:

i) Netcity Telecom has a possible dominant position in the market and may be abusing that dominant position to
the detriment of the market.
i) The Bucharest City Council has not implemented the ANCOM Opinion.

The investigation was concluded on 16 October 2019, with the Competition Council’s investigation team issuing its report
on the investigation. Following discussions with the Competition Council and completion of the legal procedure, the
Company agreed to the closure of the investigation through a procedure of acknowledgement regarding commercial
practices that no longer existed at the time of the investigation’s completion, as a result of which the fine imposed was
reduced to RON 2,183,551.85 (4.62% of the turnover for 2018), payable within 30 days as of the date of issue of the
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penalty decision. The decision was drafted by the Competition Council and communicated to Netcity on 14 April 2020.
The company set aside a provision of RON 2,183,552 as at 31 December 2019 and, during 2020, obtained a 12-month
payment plan for the fine. During 2021, the company paid the fine in full, in accordance with the agreed payment
schedule.

During 2020, some of the company’s clients filed applications seeking the annulment of the Competition Council’s
decision, in respect of which two cases were registered with the Bucharest Court of Appeal, in which the Company was
also named as a party. In one of these cases, the claimant withdrew the claim and filed a motion to intervene in the other
case, in which the court ruled on both the claims made and the defences raised by the parties. In this dispute, the court
delivered its judgment, namely: dismissing the claim as inadmissible; admitting the application to intervene as a third
party; and ordering the claimant to pay the costs of the proceedings in favour of Netcity Telecom. In this case, one of the
appellants lodged an appeal, which was heard by the High Court of Cassation and Justice, which upheld the appeal and
referred the case back to the Bucharest Court of Appeal for retrial.

At the date of approval of these financial statements, the Company cannot estimate the outcome of the above-mentioned
disputes or the occurrence of any other potential disputes, nor can it quantify the claims that may arise therefrom. The
Company’s management considers that it is most likely that it will not have any future payment obligations as a result of
the disputes mentioned above and, therefore, has not recognised provisions for risks and expenses in the financial
statements.

5. Risks and uncertainties
The main risks to which the Company is exposed and the policies applied are detailed below.
Market risk

The Romanian economy is still in transition, and there is potential uncertainty regarding the direction of policy and, in
particular, future economic development. Management cannot predict the changes that will occur in Romania and their
effects on the Company’s financial position, operating results and cash flows.

Interest rate risk

The Company’s exposure to interest rate risk relates primarily to its long-term variable-rate borrowings. The Company’s
management regularly reviews its interest payable position and continuously monitors potential risks.

Liquidity risk

The Company’s policy is to maintain sufficient liquidity to meet its obligations as they fall due.

Credit risk

In the course of its business, the Company is exposed to credit risk, particularly due to trade receivables. Management
closely monitors exposure to credit risk. Furthermore, receivable balances are monitored on an ongoing basis, resulting
in an insignificant exposure to the risk of bad debts.

Foreign exchange risk

With the exception of loans in EUR included in the ‘Bank loans in foreign currency’ category presented above, the
Company does not carry out significant transactions in foreign currency. Management does not consider foreign exchange
risk to be significant but monitors exchange rate fluctuations to secure a favourable exchange rate for the Company.

Internal Control

During the financial year ended, the company paid particular attention to the entity’s internal control in order to ensure:

- monitoring the implementation of decisions taken by the entity’s management, through regular management meetings
to assess the degree of implementation of previously adopted measures

- compliance with current legislation, through the development of internal procedures and the involvement of all
specialist departments — financial, legal and operational —in the analysis preceding strategic decision-making

- the smooth running and streamlining of internal processes, through the implementation of a new integrated software
system capable of improving the planning, execution, monitoring and reporting of the company’s processes
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Internal control applies throughout the entity’s operations, as follows:

- prior to the execution of operations, during the preparation of the budget, which subsequently enables budget
monitoring and control;

- during operations, in terms of determining the percentage of physical completion of work in progress and basing future
decisions regarding operational activity on the determined level;

- after the completion of operations, in which case the verification is intended, for example, to analyse the profitability of
operations and to establish compliance or identify any anomalies that need to be corrected. This aspect is monitored by
the company on a monthly basis through specialised departments.

Internal control is based on:

- a clear definition of interdepartmental responsibilities, adequate resources and procedures, reporting methods and
systems, and appropriate tools and practices;

- the internal dissemination of relevant, reliable information, knowledge of which enables everyone to fulfil their
responsibilities;

- appropriate control activities for each process, designed to mitigate risks likely to affect the achievement of the entity’s
objectives;

Subsequent events
By Addendum No. 2 dated 9 February 2024 to the Junior Loan Agreement, Netcity obtained additional funding of EUR

1,567,000 from the shareholders for the expansion of the network. As at the date of the financial statements, Netcity had
received EUR 1,303,438 (in accordance with the funding schedule).

There are no other subsequent events requiring disclosure in the financial statements or their adjustment.

Chief Executive Officer/Chairman of the Board Chief Financial Officer
Racasan Vasile Adrian [illegible signature] Cristian Osadczuk [illegible signature]
Manager

Cristian Osadczuk [illegible signature]

Manager

Danut Pantazescu [illegible signature]

The undersigned, Carmen-Maria Mateescu, sworn interpreter and translator for the English and
German languages by virtue of license no. 4678 from 18 June 2001 issued by the Ministry of
Justice from Romania, certify the accuracy of the translation performed from the Romanian
language into the English language, that the presented text was fully translated with no omissions
and that by the translation was not distorted the content and meaning of the deed.

SWORN TRANSLATOR AND INTERPRETER
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