VARTEK&

VaraZdin, July 30%, 2021

In accordance with the provisions of the Capital Market Act, the Management Boord of
Varteks d.d. based in VaraZdin submits:

MANAGEMENT INTERIM REPORT

For the second quarter of the year 2021 (cumulative period 01.01. ~ 30.06.2021/unaudited}

Indications of significant events that occurred during the reporting period and the impact
of these events on the condensed set of financial statements

In the first six months of 2021, the Varteks Group had revenue of HRK 44,95 million, which is HRK 15
million or 25% less than in the comparable period last year, which is a direct consequence of the
impact of the crisis due to the coronavirus pandemic. The main reasons for the significant reduction
in total revenues Is the suspension of orders from our largest foreign partners {Hugo Boss, J.
Lindeberg), which resuited in a reduction in revenues in the Contract manufacturing segment by as
much as 54%. However, in the same period, at the cumulative level, revenue growth of 13% was
recorded in the Retail segment compared to the same period last year.

Revenues in the Retail segment in the second quarter of 2021 increased by approximately 12%
compared to the first quarter of 2021, which is a consequence of additional investment in retail and
its own fashion brand. in the first half of 2021, we opened three new stores in Croatia - in the Lumini
Shopping Center in VaraZdin, in the Mali of Split and Outlet In Horvacanska Street in Zagreb, and we
plan to renovate one store in the coming months and open a new store in Ljubljana in July. Also, in
July, it is planned to open a sales area in Zagreb, where a tailoring service will be offered, and in this
way the existing offer will be further strengthened.

In the Special Clothing segment, in the second quarter of 2021, we recorded an increase in revenue
of HRK 3.4 million compared to the first quarter. Also, in the first six months, revenue decreased by
50% compared to the same period last year, primarily due to changes in the dynamics of orders and
deliveries, given that this is a business model that is largely related to public procurement.

in an effort to preserve jobs, due to the adverse effects of the crisis, the cost of unfilled production
capacity was partially amortized by state aid for employee salaries in the total amount of HRK 6.35
million.
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The impact of the coronavirus pandemic is visible through the Group's normalized EBITDA result, The
normalized EBITDA of the Group for the first six months is negative and amounts to HRK 23.9 million,
which is HRK 12.8 million worse than in the same period last year.

Varteks Group 30 lune 2020 30 June 2021

HRK ‘000 HRK '000
Loss from operating activities {1.010} {22.254)
Depreciation 2.194 2.073
Depreciation of right of use assets (IFRS 16) 2.683 2.637
Depreciation in total 4.878 4,710
Impact of IFRS 16 - Invoiced rent {2.126) {3.027)
EBITDA before IFRS 16 impact 1.742 {20.571}
One-off items: - -
Revenues from cancellation of provisions - -
Revenues from one-off supports {15.122} {6.358)
Severance 93 -
Other - -
Inventory value adjustment - -
Settlement cost - CERP - -
Value adjustment of receivables - -
Normalised EBITDA before IFRS 16 impact {13.287) {26.929)
Impact of IFRS 16 - invoiced rent 2.126 3.027
Normalised EBITDA after IFRS 16 impact {11.161) (23.902)

In the second quarter of 2021, the net cost of financial operations amounted to HRK 3 million, which
is HRK 3 million less than in the same period last year and HRK 0.9 million more than in the first
guarter. The reason for the decrease in the net financial cost of operations is primarily due to the
strengthening of the HRK exchange rate against the EUR, which is evident from the positive
unrealized exchange rate differences in the amount of HRK 1.9 million.

The most significant risks and expectations for the future

lliquidity remains the most significant risk of the Group's operations in the short term, therefore
activities aimed at improving liquidity and reducing such risks have been undertaken. Liquidity was
continuously monitored through the movement of cash flow at the level of planned values and
operationally at the level of realized and estimated daily, weekly and monthly values. Based on that,
additional activities are undertaken in order to provide the necessary financial resources. All
deviations are regularly monitored and, as needed, efforts are made to provide additional resources
necessary to balance inflows and liabilities, but problems remain.

The Company continues to monetize non-operating real estate at prices higher than estimates, which
improves the liquidity and capital position of the Company and the Group in the short term, and
stabilizes operations and reduces debt in the medium and long term, and further restructuring
{which should result in increased revenues and reduced costs). The Management Board is in



continuous talks with banks regarding obtaining additional funds and / or prolongation of existing
banking arrangements, and based on these talks has positive expectations that the financing that will

be necessary in the current conditions to support the Company and the Group will be adeguately
addressed.

The following is a chronology of important events caused by a coronavirus pandemic and other
important events in 2021:

e 23" February — The Commission for Evaluation and Determination of Strategic Project
Proposals unanimously accepted the Varteks District-Urban Regeneration Project Proposal
and the Commission will send the Decision on the Proclamation of the Strategic Investment
Project to the Government of the Republic of Croatia for adaption.

e 1% March — Varteks founded a subsidiary in the Republic of Stovenia, called Varteks.si d.o.0.
The company was founded with the intention of expanding Varteks' business to the Slovenian
market.

e 31% March — Concluded Annex to the Club Loan Agreement with HBOR and Erste &
Steiermarkische Bank d.d. according to the risk-sharing model. The Annex in question
extended the loan repayment period for an additional year, until March 31%, 2022. '

s 16™ April — Notification on the release of treasury shares in accordance with the provisions of
Article 474 of the Capital Market Act. 234,780 treasury shares of VART-R-1 were disposed of.
After the said release, the balance of the Company’s treasury account amounts to 0 treasury
shares or 0% of the Company's share capital.

s 9% june — Notice of concluding the Preliminary Agreement on the purchase and sale of land -
part of the real estate in VaraZdin, Zagrebacka 94. The subject of the sale is a part of the real
estate registered in the land register, street 15393 k.o. VaraZdin.

e 14% June - Notice of share capital increase. By the decision of the Management Board of the
Company with the prior consent of the Supervisory Board of 13 May 2021, a decision was
made to increase the share capital from the amount of HRK 41,066,860.00 by the amount of
HRK 5,000,000.00 to the amount of HRK 46,066,860.00 by issuing 500,000 ordinary shares
marked VART-R-3 with an individua! nominal amount of HRK 10.00.

o 24" June — Government Decision on declaring the "Varteks kvart — urban regeneration”
Project u strategic investment project of the Republic of Croatig.

e 30" june — Decision of the Supervisory Board on the increase of the share capital from June
29, 2021, Consent is given to the Management Board to, based on Articles 323, paragraph 3,
325, paragraphs 1 and 326, paragraph 2 of the Companies Act and the statutory powers
referred to in Article 15 of the Company's Articles of Association make a decision to increase
the share capital by investing rights - cash receivables in the amount of HRK 4,200,000.00
held by Mr. Stiepan Cajic and the issuance of 420,000 New Ordinary Shares, each with a
nominal value of HRK 10.00, which will be allocated to Mr. Stjepan Cajic.
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R&D activities

Research and development activities are mainly related to the development of new collections, the
launch of a project to restructure the production process and investment in a new ERP system, as
well as the implementation of the process for personalized online ordering of suits.

| Information on redemption of own shares
In the reporting period, the parent company did not repurchase its own shares.
Information on existing subsidiaries of the parent company

As at 30" June 2021, the Parent Company has the following active subsidiaries:
¢ Varteks Pro d.o.0.
» Varteks Si d.o.o., Republic of Slovenia

Varteks Pro d.o.0.

Company Varteks Pro d.o.o. is 100% owned by the Company.

Company Varteks Pro d.o.0. specializes in sewing special purpose clothing for special customers
(most notably the police and military).

In the first half of 2021, the Company generated HRK 7.3 million in revenue {first half of 2019: HRK 13
million). The Company made a loss of HRK 1.7 million (first hailf of 2019: profit of HRK 0.3 million).
The Company's assets as at 30" June 2021 amounted to HRK 16.7 million {31% December 2019: HRK
7.9 million). Net capital as at 30™" June 2021 amounted to HRK 2.2 million (31* December 2019: HRK
2.1 million). The Company employed 33 people as of June 30", 2021 {December 31%, 2019: 32). The
directar of the Company is Mrs. Natalija Vnugec.

Varteks Si d.o.o.

Company Varteks Si d.0.0. is 100% owned by the Company. The main activity of the Company is the
sale of clothing. '

In the first six months of 2021, the Company made a loss of HRK 393 thousand. The company's assets
as at 30™ June 2021 amounted to HRK 1.38 million. The Company has five employees, The director of
the Company is Mrs. Marjana Cedilnik.

Description of the financial risk management policies and exposure of the Group and the Company
to those risks

The Group's annual financial statements for 2020 contain the necessary disclosures regarding the
Group's management and exposure to financial risks.

Tomislav Babi¢ Denis Smolar
President of the Member of the
Management Board Management Board
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BALANCE SHEET
balance as at 30,08,2021.

A, RECEIVABLE;EOR SUBSCRIBED CAP|TAL UNPAID

B) FIXED ASSETS {ADP 00310101 000F091+036)

INTANGIELE ASGETS (ADP:004 to 009)

1 Research and development

rigﬁagjt;nt:essiom;. Ppalents, licences, irademarks, software ang other 006 1.337.023 1.271.146
3 Goodwil 006 0 Q
4 Advances tor he purchase of infangible assets 007 ] 1]
B Intangible assets In preparation o 0
& Other Intangible assets ) 0

T TANGIBLE’ASSETS (ADP.011.t6 019): 196,216:601 | 109,717,389
1 Land 52.230.555 52.230.555
2 Buildings 56.445.629 60.365.400
3 Plant and aquipmant 17.188.780 16,360,636
4 Tools, working inventary and transportalion assets 014 1.326.903 1,701,997
5 Biotogical assels H5 G 0
6 Advances for the purchase of langible assels 046 O 0
7 Tangible assels in preparation 0 101.844
& Oiher tangible assets 230.722 136.046
9 jnvastment propery 68.790.912 68 T90. 912

TFIRED FINANGIAL ASSETS [ADP 021:10:030) -

4geeal s

1In \[s in holdings {sharas) of undertakings within thae g{oup

021 0 0
2 Invastmenis in other securilies of undertakings wilhin the group 022 0 Q
3 Loans, deposils, elc. to underiakings within the group 023 G 0
4. Invesimarts In holdings (sharas) of companies linked by virue of 024 o 0
partic/paling inleresls
& Investmant in olher securilies of companies finked by virtue of 028 0 0
participating interests
& Loans, daposhs et. 0 companies linked by Virtus of parlicipating
intarests 028 0 0
7 investmants in sacuriliss 027 0 0
8 Loans, daposils, alc. given 028 4.980.415 4.572.900
9 Other Investments accounted for using the equity methed 029 ) i}
10 Other fixed financial assets

W RECEIVABLES (ADP'032:40°035)

5.900

1 Recelvables from underiakings wilhin the group
2 Recelvables from companies linked by virlue of participating
interesis 033 0 °
3 Customer receivables [}
4 Other receivables 123.631
V DEFERRED TAX ASSETS 0
©); GURRENT:ASSETS (ADR.038+046+0834063) - BB.72G.334
TINVENTORIES {ADR 03910 045 39 15,682 48481139
1 Raw materiais and consumabl (39 10.594.092 13.730.468
2 Wark In progress 040 1.396.072 292.813
3 Finished goods 041 32.380.937 26.680.066
4 Marchandise 042 5.860.012 4.080.435
5 Advances for invenlories 043 84,569 {388,367

B Fixed assets held for sale

7 Biotogical assels
W RECEIVABLES (ADP047:10:062):

4 Raceivables from und ing withln the grnup

0
) ‘2 Ra‘cai\rables frem companies inked by vius of participating 048 0 0
L]
3 Customer recelvables 048 7.108.880 5.093.556
4 Receivablas from employass ang members of the undsnaling 050 46,7688 41.859
5 Recaivablas from governmant and olher Instilutions 051 2.671.403 2.818.935
B Other receivables 528,423 1.330.804
IMGURREN'Q' FINANCIAL ASBETS (ADP:064 to 082): i : 74208k 181386
1 nvestments in heldings {shares) of underlakings within the group 054 0 0
2 Invesiments in other securiiias of undertakings within the group 066 0 0
3 Loans, daposils, olc. to undertakings within tha group 056 Q 0
2 Investments in holdings (shares) of companles linked by virdue of 057 o 0
participating interests
I~ Invesiment n olher sacunlias of companies [nked by virtue of 088 o o
Eanlcl?ahng interests
& Loans, deposits elc. 1o companies lnked by viTtue of participating 059 0 0
interests
7 Investmenis In securilies 060 0 4]
8 Loans, geposils, alc, given 742.108 811.286
9 Olher financial assets & 0
v CASH AT BANICAND N HAND 702.400 2.442,625
D ) PREPAID EXPENSES AND ACGRUED INCOME 302.962 206.218
E). TOTAL ASSETS (ADP:001#)02+0374064) = COBB166:2221 1284620618
{OFF-BALANCE SHEET ITEMS 4.944.190 4.402.117




LIABILITIES

2] GAPITAL AND:RESERVESADP.068 0. 0 A 2,034.505
1INITIAL (SUBSGRIBED) CAPETAL [ 41.068.860 45.0686.860
il CARITAL RESERVES 069 655.664 366,446
TRESERVES EROM PROFIT(ADR.07 1+072:073+074+076) Q700 4 474653
1 Legal rasesves 071 Q
2 Rasarves for freasury shares 072 754.460 4]
3 Treasury shares and holdings {deductible item) 973 -3.371.478 4
4 Statulory reserves 074 4] ]
5 Olher reserves b76 174.653 174.653
IV REVALUATION RESERVES 076 77.593.763 77112, 422
VFAIR VALUE RESERVES :AND-OTHER: (ADP-078 o 082) i i o = NE :
1 Financial assets at fair vaiue through other comprehensive income o078 0
{¢.e. avallable for sale)
2 Cash tlow hedys - effective porticn 079 0
3 Hedga of a nat investment In a foreign opesation - effective portion 080 0
4 Other fair value roserves 081 0
5 Exchange differences arising from the translation of foreign 082 0
qperations (consolldailon)
T OR LOSSBROUGHT. FORWARD (ADP 084
1 Retained profit a 0
2 Loss broughi forward 70.168.295 100.533.812
VIEPROEL-OR LOSS FOR THEBUSINESS YEAR (ADP. OR7-088). #30.846.9291 £:26.:241.074
1 Profit for the business year 0 )
2 Loss for the businass year 30,846,929 26,241.074
VHI MINORITY (NON-CONTROLLING} INTEREST 0
B) PROVISIONS (ADP.091:0 096) : 5.841.959
1 Provisions for pensions, terminalion benefits and similar obligations 091 3.425.070 3.425.070
2 Pravisions for tax liabllilies [i]
3 Provisions for angoing legal cases 1]
4 Provisions for | of natural resourcas 0
5 Provisions for y obligations Q
6 Other provisions 2.416.862
) LONG-TERM LIABILITIES (ADP.088 10.108) - 99,602,355
1 Liabitties lo undartakings within the group 0
2 Liabilias for loans, deposits, ete. of underiakings within the group 099 0 s}
3 Liabililies to companiss linked by virlue of participating inferests 100 o 0
7 [Vabimies for loans, daposis 6ic. of compantes finked by Virlue of 101 o a
participaling intorest
5 Liabllities for loans, deposits alc. 102 165.621 15B8.661
6 Liakiilies {0 banks and olher financial Insliiutions 103 73.303.556 67.990.025
7 L.iabifities for advance paymenis 0 Q
8 Liahiliies to suppliers & 0
9 Liabiiilies for securiiias o 0
10 Other long-lerm liablliliss 11,079.004 14,696.662
11 Daferred tax liabllity 17.032.776 16.927.417
D) BRORT.TERM LIABILITIES (ADP:110.10123) 136.608:411]; 158455:940
1 Liabilities 1o undertakings within 1he group 0 o]
2 Liabilides for loans, deposils, eic., of undertakings within the group 141 [+ 1]
3 Liabililies to companias linked by virtue of participaling interests 112 0 0
4 Lizbiiies for loans, dsposits elc. of companies linked by virtug of 113 0 o
paticipaling inlerests
5 Liabliilies for loans, deposils alc. 58.811.355 64.476.361
B Liablilies to banks and other financlal institutions 28.010.695 40.804.874
7 Liabilities for advance payments 314.866 421.666
B Liabilifies to suppliers 26.745.924 28.736.626
@ Liabifities for securilias i) 0
10 Llabililias to employees 4.385.763 4.498.882
11 Taxes, conlibulians and similar fabiilies 11.271.570 9.594.731
12 Liabiiities arising from the shara in the resuit 0 [V]
13 Liabiiifles arising trom fixed assets held for sale 0 Q
14 Oiher short-term liabilities 9.068.208 9,622.010
E} ACCRUALS AND DEFERRED INCOME 3,253.445 3.071.696
F) . TOTAL ~ LIABILITIES (ADP087+090+08T+1094124) -+ abh 158,292 o 264,626 818
G) QFF-BALANCE SHEET ITEMS 4.944.180 4.402.117




STATEMENT OF PROFIT OR LOSS
for the period 01.01.2021. to 30.06.2021.

FOPERATING INCOME (ADP:D02 10 006): Ry 0,984 830 1 1 30.669.012]% 4:947:634] 0 0 24096,047
1 Income from salas with undertakings within the group 402 Q 0 Q 0
2 Income from sales {outside group) 003 58.636.182 29.420.723 44.061.840 23.856.835
3 Income from the use of own products, goods and services 004 26,258 46 6 0
4 Other operating income with undertakings within the group 005 0 0 0
5 Other operating income (outsida the group)

1.148.243 340142

T Ghanges in inventaries of work in progress and finished goods 008 KL 841 858 5.927.505 3.076.179

5.534.001
0 Material costs (ADR 01010 012) LEAE 1 §.266.716 2.083.205] 1:588.850
a) Cosls of raw malerals and consumab.'es 010 24.285.038 12.087 615 11.686.892 6.207.520

b) Costs of goods sold
¢} Other external costs

5.047,802 1.308.746 4.240.563 1.668.633
7.347.558 4,870.354 5,965,760 3.412.708

773 Slaff.costs (ADP: 701430 016 7013 9.014:211. 838:895] - 76304939 :44.412:787
a) Nef salaries and wages 014 12.650.742 4.411.755 17,485.148 9.385.776
b) Tax and confributions from salary costs 015 4,024,734 862,189 5.181.450 2,782,344
¢} Condributions on salaries 016 2.438.7356 364.941 3.638.341 1.944.667
4 Bepreclation 017 4.877.595 2.383.703 4.709.878 2.410.511
5 Other costs 018 B.349.914 3.6B83.862 8.145.325 4.202.996
6 Malue ad]iistments (ADP.020+021 1019 - 0 0 0| )
a} fixed assels other than financial agsels 0 0 0 0
b} current assels other than financlal assel, ] 0 Y] 0
Provisions (ADP02310.028) i e B D Q
a) Provisions for pensions, lermination benefits and similar obligafions 023 0 0 0 0
b) Provislons for tax lfabllities 024 0 0 0 ]
¢} Provisions for ongoing legal cases 025 0 0 0 0
d) Provisions for renewal of nalural reseurces 026 0 O 0 0
e) Provisions for warranly obligations 027 0 0 0 0
1) Other provisiohts 028 o 0 0 0
8 Qther operating expenses 029 3.914.362 3.845.890 153.835
1t FINANGHALINGOME (ADP:031:50:040) : . B ; : 1:1:648:028] 4,404,647
1 income from invesiments in holdings (shares) of undertakings within a3 0 0 0 o
the group
2 Inceme from investments in holdings (shares) of compasies linked by 032 0 0 0 0
virtue of participating Interesis
3 Income from other long-tesm financial investment and loans granted to 033 o o 0 0
undertakings within the group
gmt pother Interest income from operations with undertakings within the 034 0 o o 0
5 Exchange rate differences and other financial income from operations 035 o 0 0 o
with undertakings within the group
B Income from other jong-term financial Investments and loans 036 0 4] 0 0
7 Other interest income 037 13,081 599 10.061 4.976
8 Exchange rate ditferences and other financial income 038 2.524.362 1.547.430 1.870.612 1,489.571
9 Unrealisad galns {income) from financlal assets 039 0 Q o]

10 Other financial Income 040 0 0 o
[V FINANCIAL-EXPENSES (ADP:042 10:048). 041 : ~4.973.062 1%
1 Intesest expenses and similar expenses with undertakings within the

042 0 0 o 0
group
2 Exchange rale differences and other expenses from operations with 043 0 o 0 0
undenakings within the group
3 Interest expenses and simitar expenses 044 3.474.441 1.666.664 3,638.697 1.907.410
4 Exchange rate differences and oiher expenses 045 4,286.248 822.155 1.326.253 A447.664
§ Unrealised losses (expenses) from financiat assets 046 4] 0 4] 0
& Value adjusiments of financiat assets (net} 047 Q0 0 Q 0
7 Other financial expenses 048 103 21 8.112 8.112
vV SHARE TN PROFIT FROM UNDERTAKINGS L] NKED BY VRITUE OF 048 o 0 0
PARTICIPATING INTERESTS
Vi SHARE IN PROFIT $ROM JOINT VENTURES 060 0 0 0
VIl SHARE IN LOSS OF GOMPANIES LINKED BY VIRTUE OF 081 0 o 0
PARTICIPATING INTEREST
viil SHARE 1N LOSS OF JOiNT VENTURES 0

/+05D) 053 2:522:: 32417.041]- 246.828.3071

3% profit,
Ax:joss

12,269,289




1 Pre-tax grofit fforh discontinued operations

2 Pre-tax Joss on discontinued operations

XV ENCOME TAX OF DISCONTENUED OPERATIONS

1 Pre tax prof it (ADP 068)

2 Pra-tax loss {ADP 068}

X‘J‘Ii ]NCOMEi AX (£

PE B
XX PROFIT OF LG56 FOR THE PERIOD

1.736.731

! - 26,241 412,269,289
1 Attributable 1o owners of the parent -6 233, 141 1. ?36 731 -25.241.074 -12.269.289
2 Attributab!s to mino ty {non- contro|i|ng) inter 0 0 0

-26.241.074

-12.269.269

1 Changes in revatuation reserves of fixed tangible and Intangible

6 Income tax relating to items that will not be reclassified

assels 081 423.242 211,621 0 0
7 Gains of [0sses from subsaquent measuremant of equily Instrumants 082 a 0 o 0
at fair value through other comprehensive Income

3 f-air value changes of financial Hiabiies at fair vaiue through 083 0 0 0 o
statement of profit or loss, altributable to changes in their credit risk

4 Actuarial galns/losses an the defined banefit obligation 084 o, 0 0 Q
& Other Items that wil not be reclassified 085 62.812 22.764 o] 0

088 0 0 0

1 Exchange rate differences from iranstation of foreign oparations

083

+] a 0 0
2 Gains or |osses from subsequent measurement of debt securities at 08% o 0 o 0
fair valug throtigh other comprehensive income
3 Profit or loss arising from effective cash flow hedging 050 0 0 0 0
4 Profit or foss arising from effective hedge of a nel investment ina
foreign operation 091 0 0 0 0
5 Share in other comprehensive incomefloss of companies linked by 092 0 o 0 0
virtue of participating interests
6 Changes in fair value of the fime value of opiion 083 0 0 o] 0
7 Changes in fair value of forward elements of forward contracts 094 0 0 0 [}
8 Other items that may be reclassified to profit or loss 095 0 o 0 0
9 Income tax relating to Items that may be reclassified 1o profit or joss 098 0 Q 0 Q

1 Attflﬁbfabie lo‘ ownars of the parent

100

-5.747.087

1.971.116

-25.241.074

13,769,289

2 Attributable to minority {non-controliing) Interest

101

0

0

0

0




STATEMENT OF CASH FLOWS - indirect method
for the period 01,01.2024, to 30.06.2021.

: e} 008 ) LABTTESS| L A71BAS
bf Gains and fosses from sale and valire adj d tangibie and o
Intangible assels 004 e -T:M? 143-{74

L1123 783,117 0

¢) Gaing and Josses from sale and tnrealised gains and losses and vaiig
adjusiment of financial assets o
 d) Interost anqurytdend IGOMIE s 1006
e} Inerest expenses '
# Provisions

g) xchange rale differences {unreafised}
k) Other adjustments Tor non-cash transactions ‘and unreafised gains and
iosses

CTTTi4sam| 523815
010 3.808.153! 0

1708009

b} Increase or decrease in short-ferm raceivables T 8,043,072
[ Increase or decrease in rnvenrones 015 Lo 857 385 4.134.543
018 808.922 -2 275,021

1 Cash recelpts from sales of fixed langlble and ifangible assets o421 7.447 24167
2 Cash recelpls from sales of financial insiruments e I R | 0|
3 interest recoived .0

ends received I e
5 Cash receipts from rapaymenl ‘of Ioans and deposlts 4.044.450/

& Other cash receipts from inveslment activities

1 Cash payments for the purchase of fixed tanglble and intangible assels 028 -8 321 208

2 Cash| paymenls for the acqulslllon ‘of financial mséraments
3 Cash payments for loans and deposils for the period
4‘Acqwsltion of a subsidiary, net of cash acquired

1 Cash receipls from lhe Increase in infllal {subsciibed) capital
2 Cash receipts from the issue of equily financial Instruments and debt
financial insirurnents

3 Cash roceipis from credit principals, toans “and ofher borrowings
4 Other cash receipls fi

036 )
A X T

1 Cash paymaents for the repayment of cre

borrowir’\:'gs:r and debt fi nanci?:l !nstrumenls ” 040 ~21.653.724 -6.134.575
3 Cash paymenisfordividends 041 R

3 Cach paymens forfnan lo5ss S e e
4 Cash payments for the redemption of ireasury shares an 1 043 M"”G m—

initial {subscribed) capital ~
5§ (riher cash payments from f nancing achi

1 Unrealised exchange raie differences in respect of cash and cash

equivalents 047 0 0

E) CASH AND CASH EQUIVALENTS AT THE BEGIN

PERIOD 049 1.305.783 702400




STATEMENT OF CASH FLOWS - direct method

for the period __.__ . to

customers

W
asi r

5 Other cash recelpts from operatlng actwmes

p 001 0 0

2 Gash receipts from royallies, fees, ‘commissions and other revenus | 002 | . . o
"3 Cash receipts from insurance premlums 063 0 0

4 Cash receipts from tax refund 004 0 0

& Other cash payments from operating activities

012

1 Cash recaipts from sales of fixed tangible and intangible assets

1 Cash payments to suppllers ! 0
2 Cash payments o employess 008 } .| . o
3 Cash payments for insurance premiums 009 0 4]
Interestpaid SR .- L2 AU . I D
Income tax paid 011 0 0

0 3]

2 Cash receipts from sales of financial instruments

3 Interest received
4 Dividends received

5 Cash receipts from the repaymeni of Ioans and deposns
6 Other i

1 Cash payments for the purchase of fixed tangible and intangible

oioicioial o

cloioioiol o

financiat instruments
3 Cash receipts from credit prmmpais Ioans and other borrowlngs

2 Cash receipts the from issue of equity fi nancial instruments and debt |

030

assets 022 0
2 Cash payments for the acquisition of fi nanclal in trumants 023 - 0
I "3'Cash payments for loans and deposits 624 | 0
4 Acguisition of a subsidiary, net of cash acquwed 028 o]
0

“ 034

4 Other cash receipts

1 Cash payments for the repayment of credit principals, loans andother

initial (subscribed) capital

borrowings and debt financial instruments 034
2 Gash payments for dividends 035
3 Cash payments for finance lease 036
4"Cash payments for the redemption of treasury shares and decrease in

037

tivities

ces in respect of cash and cash
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NOTES TO FINANCIAL STATEMENTS - TFI
{drawn up for quarterly reporting periods)

Name of the issuer: Varteks d.d.
Personal identification number (OIB): 00872098033

Reporting period: 01.01. -30.06.2021.

Notes t¢ financial statements for quarterly periods include:

a) explanation of business events relevant to understanding changes in the statement of financial position and financial performance for the
reporting semi-annual period of the issuer with respect to the last business year: information Is provided regarding these events and relevant
information published in the iast annual financial statement is updated (items 15 to 15C IAS 34 - interim financial reporting}

There are no majar changes in this quarter compared to the last business year. Business was hampered by the pandemic.

b) information on the access to the latest annual financial statements, for the purpose of understanding information published in the notes to
financial statements drawn up for the semi-annual reporting period
Access to all information and financial reports is af www.zse.ht

c) a statement explaining that the same accounting policies are applied while drawing up financial statements for the semi-annual reporting
period as in the latest annual financial statements or, in the case where the accounting policies have changed, a description of the nature and
effect of the changes [item 16.A {a) 1AS 34 - Interim financial reporting)

Accounting policies have not changed since the last annual report.

d} a description of the financial performance in the case of the issuer whose business is seasonal (items 37 and 38 [AS 34 - Interim financial
We do not perform activities of a seasonal nature.

e} other comments prescribed by IAS 34 - interim financial reporting

f} in the notes to quarterly periods financial statements, in addition to the information stated above, information in respect of the following
matters shall be disclosed:

1. undertaking’s name, registered office (address), legal form, country of establishment, entity’s registration number and, if applicable, the
indication whether the undertaking is undergoing liquidation, bankruptcy proceedings, shortened termination proceedings or extraordinary
Varteks d.d. - Varadin, Zagrebatka 94, joint stock company, RH, Mat. no. 03747034, OIB 00872098033, Entrepreneur operates regularly

2. adopted accounting poficies {only an indication of whether there has been a change fram the previous period)
There were no changes

3. the total amount of any financial commitments, guarantees or contingencies that are not included in the balance sheet, and an indication of
the nature and form of any valuable security which has been provided; any commitments concerning pensions of the undertaking within the
group or company finked by virtue of participating interest shall be disclosed separately

All financial liabilities are included in the balance sheet.

4. the amount and nature of individual items of income or expenditure which are of exceptional size or incidence

There are no major discrepancies in individual itemns of income and expenditure.

5. amounts owed by the undertaking and falling due after more than five years, as well as the total debts of the undertaking covered by
valuable security furnished by the undertaking, specifying the type and form of security

HRK 67.910.025 long-term loans, real estate mortgage payment insurance.

6. average number of employees during the financial year

988 employees

7. where, in accordance with the reguiations, the undertaking capitalised on the cost of salaries in part or in full, information on the amount of
the total cost of employees during the year broken down into the amount directly debiting the costs of the period and the amount capitalised
on the value of the assets during the period, showing separately the total amount of net salarles and the amount of taxes, contributions from
salaries and contributions on salaries

No

8. where a provision for deferred tax is recognised in the balance sheet, the deferred tax balances at the end of the financial year, and the

movement in those balances during the financial vear
There were no provisions in the reporting period



9. the name and registered office of each of the undertakings in which the undertaking, either itself or through a person acting in their own
name but on the undertaking's behalf, holds a participating interest, showing the proportion of the capitai held, the amount of capital and
reserves, and the profit or loss for the latest financial year of the undertaking concerned for which financial statements have been adopted;
the information concerning capital and reserves and the profit or loss may be omitted where the undertaking concerned does not publish its
balance sheet and is not controlled by another undertaking

VARTEKS PRO d.0.0., the last adopted financial report is for 2015.

10. the number and the nominal value or, in the absence of a nominal value, the accounting par value of the shares subscribed during the
financtal year within the limits of the authorised capital

By the decision of the Management Board of the Company with the prior consent of the Supervisory Board of 13 May 2021, a decision was
made to increase the share capital from the amount of HRK 41,066,860.00 by the amount of HRK 5,000,000.00 to the amount of HRK
46,066,860.00 by issuing 500,000 ordinary shares marked VART-R-3 with an individual nominal amount of HRK 10.00,

June 30 - Decision of the Supervisory Board on the increase of the share capital from June 29, 2021, Consent is given fo the Management
Board to, based on Articles 323, paragraph 3, 325, paragraphs 1 and 326, paragraph 2 of the Companies Act and the statutory powers referred
to in Article 15 of the Company's Articles of Association, make a decision to Increase share capital by investing rights - cash receivables in the

amount of HRK 4,200,000.00 held by Mr. Stjepan Caji¢ and the issuance of 420,000 New Ordinary Shares, each with a nominal value of HRK
1N NN whirh will ha allarated ta My Cfianan Fatid

11. the existence of any participation certificates, convertible debentures, warrants, options or similar securities or rights, with an indication of
their number and the rights they confer
There is not

12. the name, registered office and legal form of each of the undertakings of which the undertaking is a member having unlimited liability

13. the name and registered office of the undertaking which draws up the consolidated financial statements of the largest group of
undertakings of which the undertaking forms part as a controlled group member

14, the name and registered office of the undertaking which draws up the consolidated financial statements of the smallest group of
undertakings of which the undertaking forms part as a controlied group member and which is also included in the group of undertakings

15. the place where copies of the consolidated financial statements referred to in points 13 and 14 may be obtained, provided that they are

16. the nature and business purpose of the undertaking's arrangements that are not included in the balance sheet and the financial impact on
the undertaking of those arrangements, provided that the risks or benefits arising from such arrangements are material and in so far as the
disclosure of such risks or benefits is necessary for the purposes of assessing the financial position of the undertaking

17. the nature and the financial effect of material events arising after the balance sheet date which are not reflected in the profit and loss
account or balance sheet

February 23 - At the session of the Commission for Evaluation and Determination of Strategic Project Proposals, the Varteks Quarter-Urban
Regeneration project proposal was unanimously accepted and the Commission will send the Decision on declaring a strategic investment
project to the Government of the Republic of Croatia for adoption.

March 1 - Varteks founded a subsidiary in the Republic of Slovenia, called Varteks.si d.o.0. The company was established with the intention of
expanding Varteks' business to the Slovenian market.

March 31 - Annex to the Club Loan Agreement concluded with HBOR and Erste & Steiermarkische Bank d.d. according to the risk-sharing
model, The Annex in question extended the loan repayment period for an additional year, ie until March 31, 2022.

April 16 - Notification on the release of treasury shares in accordance with the provisions of Article 474 of the Capital Market Act. 234,780
treasury shares of VART-R-1 were disposed of, After the sald release, the balance of the Company's treasury account amounts to O treasury
shares, ie 0% of the Company's share capital.

fune 9 - Notice of concluding the Preliminary Agreement on the purchase and sale of land - part of the real estate in Varaidin, Zagrebacka 94,
The subject of the sale is a part of the real estate registered In the land register, street 15393 k.o. Varaidin.

June 14 - Notice of share capital increase. By the decision of the Management Board of the Company with the prior consent of the Supervisory
Board of 13 May 2021, a decision was made to increase the share capital from the amount of HRK 41,066,8560.00 by the amount of HRK
5,0300,000.00 to the amount of HRK 46,066,860.00 by issuing 500,600 ordinary shares marked VART-R-3 with an individual nominal amount of
June 24 - Government decision on declaring the "Varteks kvart-urbana regeneracija” Project a strategic investment project of the Republic of
June 30 - Decision of the Supervisary Board on the increase of the share capital from June 29, 2021. Consent is given to the Management
Board to, based on Articles 323, paragraph 3, 325, paragraphs 1 and 326, paragraph 2 of the Companies Act and the statutory powers referred
to in Article 15 of the Company's Articles of Association, make a decision to increase share capital by investing rights - cash receivables in the
amount of HRK 4,200,000.00 held by Mr. Stjepan Caji¢ and the issuance of 420,000 New Ordinary Shares, each with a nominal value of HRK
10.00, which will be allocated to M, Stjepan Cajié.




STATEMENT OF LIABILITY FOR PREPARING FINANCIAL STATEMENTS OF

With this statement, in accordance with the Capital Market Act, we declare that to the

Varazdin, July 30% 2021

ISSUER

Second quarter of 2021 (unaudited, consolidated)

best of our knowledge:

f
IBAN radun:

HR19 23400001 101339483
Zagrebalka banka d.d.
Zagreb

HR62 2340 0091 1003 1083 9
Privredna banla d.d.
Zagreb

HRAT 2484 0081 1004 £765 2
Raiffeisenbank Austria d.d.
Zagreb

JVARTEKS d.d. / Zagrebaitka 94 / HR-42000 VARAZDIN [ tel + 385 42 377 105/ fax.+ 385 42377 395 {£.P. 32 [ infodvarieks com
/ Terneljni kapital 50.266.850,00 kn, uptaden u cijelosti i podijeljen na 5.026 686 redownih dionica, svaka naminalne vrijednosti 10,00 kn.
/ Drudtve je upisano u registar Trgovatkey suda u VaraZdinu, poslovni broj iz upisnika Tt: 95/463-2 [MBS] 070004039 / M B 3747034

set of financial statements of the Varteks Group (hereinafter: the Group)
for the 2% quarter of 2021 (unaudited, consolidated), have been
prepared in accordance with International Financial Reporting
Standards, and in accordance with the Croatian Accounting Law, provide
a complete and fair view of the Group's assets and liabilities, profit and
loss, financial position and operations, except for the correction of prior
period errors the effects of which are described in the management
interim report.

The management interim report contains a fair presentation of
development and results of the operations and position of the Group,
with a description of most significant risks and uncertainties to which
the Group is exposed.

Tomislav Babi¢
/President of the Management Board/

/ 01B-00872098033 / VAT-HRO0872098033 / predsjednik Nadzornag odbora Nenad Bakit { predsjednik Uprave Tomislav Bzhié
{ &an Uprave Denis Smolar



