VARTEKS&

Varagdin, February 28", 2020

1w accordance wzththe provisions of the Capital Market Act, the Management
“Board of Varteks d.d. based in VaraZdin submits:

MANAGEMENT INTERIM REPORT
i : & F or the fourth quarter of the year 2019 (cumulative period 01.01. ~
o b 31.12.2019/unaudited)

£ Indzcanons of slgmf icant events that occurred during the reporting period and
" the lmpact of these: events on the condensed set of financial statements

_':In the fourth quarter of 2019 Varteks Group realized a normalized positive

e EBITDA of HRK 2.7m (before TFRS 16), thus achieving a total normalized
“EBITDA for 2019 of HRK 3m, Retail growth continues to be one of the most
significant drivers. of positive business trends. Despite a mild winter that
1'g'mﬁcantly affects the sales of the fall winter collection, retail revenue was up
7% from last’ year -

A‘ consolidated loss of HRK 9m was achleved in the 4" quarter (previous year

Ef”quarter of 201 8 Conmdermg that in the 4th quarter adjustments of HRK 1.7m
- 'were made (out of which HRX'1,5m relates to inventory value adjustments) and
o counting correctlon of club loan as a result of which the interest expense was

“i increased by 2.5m (effect for the whole of 2019 is recorded in the 4th quarter), it
s evident'_-_that' in'the 4th quarter Varteks Group operated with a profit.

As ‘we have prev1ously reported, Varteks' main business is once again becoming
E fcwn fashion and retail. Retail sales in the fourth quarter were HRK 27.2
~million, while Gross Margin was HRK 12.7 million. Revenues were below the
plan by HRX 1. Om but they were higher than the previous year by HRK 5.8m,

. Revenues from services, ie. production for others, were lower than the plan by
: iBAN ragun: - HREKC 3.2m in Q4 due to reduced orders, but also due to higher production for own

HRi9 260 o1 16123948 3 'TGCIFJ}IQFI!?_I}‘_QS_QZ -__I-:{_o_wev?r, Va'rteks was :able to partlaily offsejc the effect of increased
Tagrehaika banka d.d. labor costs by increasing prices to major customers in services.
Zagreb
HR62 2340 0091 1001 10839 The production of special and workwear apparel (Varteks Pro) in Q4 generated
Frivredna ba“;:g‘f_fr; HRK 1.8m less than planned, but HRK 4.2m more than in the same period last
year.
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For the first time in the fourth quarter, the new accounting standard IFRS 16 - Leases, was
applied. The effects of applying this standard are:
- Increase in the right of use assets by HRK 16.7m in the balance sheet and increase of
the lease liabilities by HRK 17.1m
- in the income statement a decrease in the rental cost by HRK 5m, an increase in the
depreciation expense by HRK 4.3m and an increase in the financial cost by HRK 0.9m

Also, in the 4th quarter, adjustments were made to PPE by aligning Group's and Company's
books with the Group's accounting policies and International Accounting Standards. The
effects of applying these corrections are:

- decrease of PPE value by HRK 151.5m

- decrease of revaluation reserves by HRK 88.4m

- reduction of deferred tax liabilities by HRK 19.3m

- increase of accumulated losses by HRK 43.8m

- this change will reduce the annual depreciation by HRK 3.2m

- recognition of unused PPE on the position of investment property in the amount of

HRK 75.8m,

Additionally, during 4th quarter following adjustments were made to the accounting of club
loan which was reprogrammed in January 2018

- reduction of accumulated losses by HRK 16m

- decrease in carrying amount of loans received by HRK 13.5m

- this change has increased financial expenses by HRK 2.5m in 2019.

A restatement note detailing all the changes will be published in the annual financial
statements. The restatements in the TFI-POD report were made through the balances in 2019
and the intention is to have the final restatement carried out in accordance with IAS 8 starting
from the beginning of the comparative period (January 1%, 2018), which will be published in
the audited financial statements for 2019.

The most significant risks and expectations for the future

Cost reduction restructuring projects were implemented in 2018, with the most significant
effects related to restructuring of administrative and overhead staff, rationalization of space
utilization and process management streamlining; primarily procurement, sales and
production.

In 2019, primary focus is on business development processes. In the export business, the
cooperation with the renowned business partners has continued, especially with Hugo Boss
and J. Lindeberg. The most positive effects are expected through more efficient management
and utilization of production processes and capacities.

The sales of special purpose apparel and corporate apparel are partly related to existing and
partly to new contracts.

We are expecting continued growth in retail sales and the creation of new outlets.
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By changing how business is conducted and how workers are being treated, Varteks has
managed to slow down the outflow of workforce and offset the rise in wage costs with higher
production efficiency and higher prices, both in production for others and in its own retail
segment.

Significantly impaired liquidity remains the most significant risk, as indicated in the audited
financial statements for 2018. The regularity of settlement of liabilities, among other things, is
secured by the additional short-term loan of a new commercial bank. Liquidity was
significantly impaired for two reasons: the continued maturity of short-term liabilities from
previous periods and the working capital requirements necessary to generate income and
profit in retail and preparation for the autumn-winter 2019 season. The largest shareholder of
the Company additionally secured HRK 15.9m through additional interest-{ree loans in the
first half of 2019 (as of December 31, 2018, it was HRK 30.1m), while the new commercial
bank in the 4th quarter provided between 6 and 10 million HRK.

The Management Board is also working on the long-term resolution of the Company's
liquidity and indebtedness through the monetization of the Company's real estate, primarily
real estate at the Company's headquarters in VaraZdin.

Overall, according to unaudited data, in 2019, for the first time after a long series of negative
operating results, a positive normalized EBITDA of HRK 3m was achieved. In 2020, the
Management Board expects to continue this positive trend and a significantly better result
than last year. The main generator of change will continue to be the strengthening and growth
of retail segment and our own brand.

R&D activities

R&D activities mainly relate to the development of new collections.

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 December 31, 2019, the Parent Company has the following active subsidiaries:
¢ Varteks Pro d.o.0.
e V-projekt d.o.o.

Varteks Pro d.o.o.

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

Tn 2019, the company generated HRK 37.1 million in revenue (2018: HRK 37.2 million). The
Company generated HRK 1.2 million in profit (2018: HRK 1.6 million). The Company's
assets as at 31 December 2019 amounted to HRK 7.3 million (31 December 2018: HRK 15.1
million). Net capital at 31 December 2019 amounted to HRK 2.1 million (31 December 2018:
HRK 0.9 million), The number of employees was 32 (2018: 28). The director of the company
is Ms. Natalija Vnucec,
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Company V-projekt d.o.o. is 100% owned by the Company.

Company V-projekt d.o.0. has no operational activities.

In 2019, the company generated HRK 87 thousand in revenue (2018: HRK 100 thousand).
The Company generated a profit of HRK 56 thousand (2018: profit of HRK 69 thousand).
The Company's assets as at 31 December 2019 amounted to HRK 4.5 million (31 December
2018: HRK 4.5 million). Net capital at 31 December 2019 amounted to HRK 4.5 million
(2018: HRK 4.5 million). The Company has no employees (2018: 0). The director of the
company is Mr, Damir Rizman.

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

The Group's 2018 annual financial statements contain the required disclosures regarding the
Group's management and exposure to financial risks. The management of liquidity risk and
cash flow risk is described in the consolidated financial statements for 2018 in Note 38 b).

In this interim report, we would like to highlight liquidity risk as still the most significant
business risk. As of December 31, 2019, the Group and the Company continue to have a
significant amount of overdue liabilities, The management is undertaking financial
restructuring measures to provide the means to meet these arrears. We expect that additional
cash inflows from the sale of the Company's PPE (not used in production operations) could be
generated during 2020, some of which should be used to reduce outstanding trade payables
and financial debt.

Tomislav Babié¢ Damir Radmilovié
President of the Management Board Member of the Management
Board
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BALANCE SHEET
balance as at 31.12.2019.

in HRK

A) RECE{VABLES FOR SUBSCRIBED CAPITAL UNPAID 0
B} FIXED ASSETS {(ADP: 003+010*020+031+036) S 364.557.074)
| INTANGIBLE ASSETS {(ADP.004 10:008) i ; 25.309) P
1 Research and development 0
rigﬁtgoncessmns, palents, licences, trademarks, software and other 005 £.486.003 1 657.814
3 Goodwill 008 529.300 529.300
4 Advances for the purchase of intangiblo assels 007 110.000 110.000
5 Intangible assets In preparalion 008 Q ]
6 Other intangible assels 009 0 0
1i TANGIBLE ASSETS.(ADP.011:10.018) : e a0 sl pi s 3s0. 060,721 5 T 21556031
1 Land 011 72.089.888 52.075.281
2 Buildings 012 255.018.050 60,721.780
3 Plant and equipment 013 21.325.256 22.968.340
4 Tools, working Inventory and transportation assets 014 $,395.379 1.860.331
5 Biologizal assels 015 0 0
6 Advances {or the purchase of tangible assels 018 0 0
7 Tangible assels in preparation 017 0 0
8 Other tangible assets 618 232.048 232.048
8 Investment property 018 0 75.678.051
I FIXED FINANCIAL'ASSETS {ADR 021407030} R ey 7 Rl QAR08 : g 546,364
1 Investments in holdings {shares) of underiakings within lha gruup D21 0 0
2 Investments In other securilies of undertakings within the group 022 0 4]
3 Loans, deposits, etc. lo underiakings within the group 023 0 0
4. Investments in holdings (shares) of companies linked by virtue of 024 0 o
parlicipating inlerests
5 Investment in other securities of companies linked by viriue of
participating interesis 025 0 ) 0
6 Loans, deposits etc. lo companies [inked by virtue of participaling
interests 628 0 0
7 Invesiments in securities 027 1.855.034 1.8656.034
8 Loans, deposils, elc. given 028 7.622.264 7.685.430
9 Other investments accountad for using the equily methcd 029 0 0
10 Other fixed financial assets 030 5.900 5,900
W:REGEIVABLES (ADP.03210.036) i b : Y e P
1 Recelvables from undertakings within the group 032 0 0
% Recelvables from companies linked by virtue of parficipating
Interests 033 0 0
3 Cuslomer receivablas 0 0
4 Other raceivables 2.887.852 221.606
V DEFERRED TAX ASSETS 0 0
C):CURRENT/ASSETS {ADP 038D E+05 +063) :48.631:980 58:588.804
I INVENTORIES (ADR.039 to-045) & -:20.460.974| - 42:522.564/
1 Raw materials and consumables 13.127.044 16.446.286
2 Work in progress 381.172 803.484
3 Finished goods 9.680.036 16.489.437
4 Meschandise 4.522.095 7.369.584
§ Advances for inventories 1,458,726 413.763
6 Fixed assets held for sale 0 [\
7 Biclogical assels 0 0
IFRECEIVABLES (ADR047.10.052) - s i B sl S e AT s . B00:619
1 Raceivables from undertakings within tha gsoup 047 0 0
% Receivablas from companies linked by virtue of participating
interests 048 0 o
3 Customer recelvablas 049 15.290.404 12,937.503
4 Recelvabias frorm employees and members of the urdartaking 050 49,272 46,096
5 Recelvables from governmend and other instifutions 051 425147 364.280
6 Qther receivables 052 21,550 232.540
HECURRENT-FINANCIAL ASSETS (ADP:054:10:082) - e BT B 02:060] T 260.008
1 Investments in holdings {shares) of undertakings wllhln tne group 054 0 0
2 knvestments In oiher securities of undertakings within the group 055 Q 0
3 Loans, depostts, etc. fo undertakings within the group 056 0 0
4 Investments in heldings (shares) of companies linked by virtue of 057 0 0
' | participating interesls
% Invasirnent i oiher securiles of companies linked by virlue of 058 o 0
parficipaling interests
6 |.0ans, deposils elc. 10 companies Inked by virtue of participating 059 0 0
interesis
7 Investments i securitiss 060 ] 0
8 Loans, depusils, e!c. given 064 202.069 260.008
9 Other financlal assets 082 0 0
IV CASH AT BANIC AND EIN HAND 063 3.277.573 1.305.783
D ) PREPAID EXPENSES AND ACCRUED INCOME 064 620657 421,145
E}:TOTAL ASSETS/(ADP 001+002+037+084) 515 = = G| 08B ] 4138097200 T 284TA1 0
OFF-BALANCE SHEET ITEMS 066 8.902.889 6,452.409




SBTIHGr: Variaks

A) CAPITAL ND RESERVES (ADP.G8B o+

179.037.45

048:084

[ INITIAL {SUBSCRIBED) CAPITAL 41,066.860 41,066,860

i CAPITAL RESERVES D69 1.555.445 655.664

I RESERVES FROM PROFIT- (ADP:0T1:+072-073+074%078) i & 070 ST RTAT T2 463,865
1 Legal raserves 071 0 0
2 Reserves for freasury shares 072 1.836.530 754 480
3 Treasury shares and holdings (deductible Hem) 073 -1,836.530 -3.371.478
4 Statutory reserves 074 G 0
5 Clher reserves 075 72,737 163.453

IV REVALUATION RESERVES 076 166.575.663 78.638.521

V FAIRVALUE RESERVES {ADP.078.10 080) § BT i R i R e
1 Fair value of financial assels available for sale 078

2 Cash flow hedge - effeclive portion

3 Hedge of a net inveslment in a forelgn operation - eﬁecllve portion

. 1 Retained profit

2 Loss brought forward

5,843,601

59.173.141

Vi PROFIT:ORLOSS FOR:THE BUSINESS YEAR (ADP 085-086) CI4 400,074 ~w1(L.T86,255)
1 Profit for the business year 0 0
2 Loss for ihe business year 24.489.674 10.786.255
VIITMINORTEY (NON-CONTROLLING) INTEREST 0 0
B):PROVISIONS (ADP080.10:084) - CB.B01 20| E R b8 ERG
1 Provisions for pensions, termination benefits and similar obligations 089 2.984.804 2.216.881
2 Provisions for tax liabililles 090
3 Pravisions for ongalryg legal cases 0914
4 Provisions for renewal of natural rasources 092
5 Provisions for warraniy obligations 083
6 Olher provisians 094
095 LR E
1 Llabisatles o underlaklngs w:thin !he group 095 0 0
2 Liabilties for loans, deposils, ete, of undertakings wilhin the group 097 0 ]
3 Liabilities to compantes linked by virtue of panlicipaling Interests 088 0 0
4 Liabilles for loans, deposils elc. of companies linked by virtue of 098 0 o
parlicipating interests
& Llabilities for loans, deposils etc. 100 0 4]
6 Liabilities to banks and other financtal institutions 101 86.315.202 74.743.956
7 Liabilities for advance payments 102 0 0
8 Liabiities to suppiiers 103 16.690 416,301
9 | labilities for securities 104 0 0
10 Other long-lerm liabllitles 4] 15,139.057
11 Deferred tax liability 36,587.345 17.262.114
D):SHORT-TERM LIABILITIES (ADP:1 084021y S cEAsAse ] £121.003.6582
1 Lizbilities to undartakings within the group 108 Y 4
2 Liakilities for foans, deposits, stc. of undertakings within the group 109 0 0
3 Liabilitias te companies linked by virtug of participating Interesis 110 0 0
4 Liabtias for loans, deposits elc. of companies linked by virlue of 114 0 o
padicipating Interests
5 Liabilities for joans, deposils elc. 112 30.475.186 48,987,600
6 Liabilities to banks and other financlal instifuions 113 20,228,813 14.623.083
7 Liabilitles for advance payments 114 718.834 250.561
8 Liabilities to suppliers 115 36.934.381 32.401.720
9 Liabilities for securitles 116 0 0
10 Liabilities lo empioyees 117 4.312.518 4.662.560
11 Taxes, cenfributions and similar llabilllies 118 6.913.726 10.662.132
12 Liabiiities arising from the share in the result 119 0 0
13 L jabiiities arising from fixed assets held for sale 120 0 0
14 Other short-term liabilities 121 3.608.654 9.415.688
E) ACCRUALS AND DEFERRED INCOME 122 972.362 2.7560.294
F). TOTAL = LIABILITIES (ADP 0B7+088+005%107+122) cUqas S A13.800:720] D 284733014
G) OFF-BALANCE SHEET ITEMS 124 8.902.889 5.452.409




STATEMENT OF PROFIT OR LOSS
for the perlod 01.01.2019. to 31.12.2019.

:160.025.427

in HRK

Y]

5 (_)th_er operating income (cutside the group)

1 Income Erom sales wlth undertakmgs within the gfoup 0 0

2 Income from sales (outside group) 127 §54.476.499 42,202.057 169.660.074 50.627.997

3 Income from the use of own products, goods and services 128 183.907 50.506 204,669 67.641

4 Other operating income with undertakings within the group 129 0 0 0 0
130 5.365.021 2.067.550 3.139.756

607.971

2 Wialterial cOsts (ADP 134 10 136)

-655.585)

-2, 804 722
g e .::::21 5 ee.

-9.641, 158

a) Costs of raw materials and consumables

134

a7, 529 oé:r

11.736.916]

'50.236.668

14,978,705

67.004:207

b} Cosis of goods sold 135 18,186,659 4.561.882 20,116,955 7.442.263
16.086.420 5 228,222 17.764.708 1.182. 880

65.821.310

138

10.793.334

a) Nel salaries ano‘ wages 45.455.018 43.810.653 11. 237 555
b} Tax and conlributions from salary cosls 139 13.439.700 3,189.630 12.770.949 3.297.058
¢) Conlributions on salaries 140 B.109.483 1.943.567 7.339.708 1.580.881
4 Depreciation 7.858.956 1.951.238 8.862.871 3.111.540

5 Qther costs

8 Value adjustments: (ADR 144145

20. 035 812

4.911.716

667613

a) fixed assels other than financial assels

Q

b) current asse!s other than financial assets

1,657,613

a) Prows.'ons for pensnons termination benef: s and similar ob.'.eg ons

3] "]
b) Provisions for tax liabilities 0 0 0 0
¢) Provisions for ongoing legal cases 0 0 0 0
d) Provisions for renewal of nalural resources 0 0 0 0
@) Provisions for warranly obligations j 0 0 0

f) Other provisions

8 Other operating expenses

HLEINANGIAL INGOME: (A

1 Income from investments in holdtngs {shares) of undertakings within

165 0 0 0 0

the group

2 Income from investments in holdings (shares) of companies linked by 158 0 0 0 0
virtue of participating interests

3 Income from other long-term financial investment and loans granted to 157 a 0 0 0
undertakings within the group

4 Other interest income from operations with undertakings within the 158 0 0 o 0
group

5 Exchange rate differences and other financlal income from operations 159 o o 0 0
with underiakings within the group

& Income from other long-term financial investments and loans 160 0 0 0 0

7 Other interest income 164 8.070 7.345 132.293 13.000

8 Exchange rate differences and other financial income 162 3.448.077 176.118 1.705.917 473.381

9 Unrealised gains (income) from financlal assets 163 4] 0 0

10 Oiher fi nancial income

7%

1 Interest expenses and 5|mllar expenses with undertakings within the

PARTICIPATING INTEREST

group 166 0 0 0 0
2 Exchange rate differences and other expenses from operations with 167 0 0 o 0
undertakings within the group
3 Interest expenses and simiar expenses 168 4.606.914 1.385.260 7.378.994 4,840,040
4 Exchange rate differences and other expenses 169 2.204.089 113.730 2.300.502 1.209.618
5 Unrealised losses (expenses) from financial assets 170 o] 0 0 0
6 Value adjustments of financial assets {net) 171 0 0
7 Other financiat expenses 172 323.105 245.381

YV SHARE [N PROFIT FROM UNDERTAKINGS LINKED BY VRITUE 473 R o

OF PARTICIPATING INTERESTS

VI SHARE IN PROFIT FROM JOINT VENTURES 174

Vil SHARE IN LOSS OF COMPANIES LINKED BY VIRTUE OF 175

Vil SHARE IN 1LOSS OF JOINT VENTURES

1% TOTAL INGOME:(_

1 Pre- tax profit from discontinued operations

0 0

0 {0 o 0

2 Pre-tax loss on discontinued operations 188 0 0 [ 0
XV INCOME TAX OF DISCONTINUED OPERATIONS 169 0 0 0 0
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i Pre-tax profit (ADP 192} —

2 Pre-tax Eoss (ADF’ ‘:92)

' 1 Attrlbutab-ie to ownsers of the parent

200

2 Attributable to minorlty (non-controlling) lnterest

201

1Exc“hange'rate Iefences om anéiatioh.d'f'!oreign operations

' 1 Attributable to owners of the parent

216

-21.600.186

-7.845.491

204 0 0 0

2 Changes in revaluation reserves of fixed tangible and Intangible assets 208 2.807.751 701.938 4,106,820 -008.993

3 Profit or loss arising from subsequent measurement of financial assets 208 0 0 0 0

available for sale

4 Profit or loss arising from effective cash flow hedging 207 0 0 o] [

5 Prpﬁt or los; arising from effeclive hedge of a net investment in a 208 0 0 0 0

foreign operation

B Share in other comprehensive income/loss of companies linked by 208 0 o o 0

virtue of participating interests

7 Actuarial gainsfiosses on the defined benefit obligation 210 0 0 -116.295 -116.295

8 Other changes in equity unrelated to owners 214 72,737 72,737 90.716 15.676
HETAX ON OTHER COMPREHENSIVE INCOME FOR THE PERIOD 212 [ 0 a 0

-3.616.014

-2.899.341

2 Attributable to minority (non-controlling} interest

217

1]

0

0




STATEMENT OF CASH FLOWS - indirect method
for the period 01.01.2019. to 31.12,2019

in HRK

-10.476.948

a) Depreciation 003 | 7.855. 850 8862871
b Gains and losses from sale and valie adjustrment of fixed tangible and 004 124605 3 4 74 1
intangible assets . . AR

c) Gains and losses from sale and unrealised gains and losses and value 005 0 209,615
adjustment of financial assels SRR WA S SO

d) Inferest and dividend income - & ) oos o —8 071 132, 220
's) Inferast expeinses ‘ . 007 4 524, 717 71378 809
A Provisions - B 008

"g) Exchange rate differences (unrealised) o9 T

Ih) Other adjustments for non-cash transactions and unrealised gains and 010 0

083588

a} Increase or decrease in short-ferm liabilittes

b} Increase or decrease in short-term receivables * 014
¢) Increase or decrease in mventones ) 016

d) Other increase or decrease in workmg caprtal

4 Interest paid
5 Income tax paid

412,732

1 Cash receipts from sales of fixed tangible and intangible assets 021 47.906 1.746.440
2 Cash receipts from sales of financial insfruments. 7 20 | I
3 Interest received e | 023 . 119.844
4 Dividends received b 028 D

sh receapts ‘from repayment of loans and deposns
er cash receipls from investrment activities

1 Cash payments for the purchase of fixed tangible and intangible assets 028 .290. -4,841.795
2 Cash paymaents for the acquisition of financial instruments' """""" 029 T 0 0
3 Cash payments for loans and depesits for the period 030 0 0
4 Acquisition of a subsidiary, net of cash acquired _ 03 L 0

0] 0

1 Cash receipts from the increase In Initial {subscribed) capital

2 Cash receipts from the issue of equity financial instruments and debt ' 036 | 0
flnancsal instruments

3 Cash receipis from cradit principals, loans and ofher borrowings | 037 | " 6160387 50013714
4 Other cash receipls from financing actwuhes .

17.449.058




1 Cash payments for the repayment o credit princip
borrowmgs and deb

2 Cash payments
3 Cash payments for finance lease

initial (subscribed

)

capital

1 Unrealised exchange rate differences in respect of cash and cash
equivalents

4 Cash paymenis for the redemptson of treasury shares and decrease in

040

S T
L .
043

-8.964.150

-42.837.578

047

11.298

12.634

729,116

3.277.573




STATEMENT OF CASH FLOWS - direct method
for the period __._ . to

in HRK

"5 Cash paymenis to suppliers

"8 Cash payments o employees i

7 Cash payments for insurance premiums o ,
ments 008

9 Interest paid ] .
10 Income tax paid 011

1 Cash recelpts from sales of fixed tangible and intangible assels 013
"2 Cash receipts from sales of financial instruments T o
3 lnterGSt rece£ved - SRy Tors PR TN 01 5,‘.\‘ ot TRTWPTI PRI RERTPE

4 Dlwdends recewed

ocooloco o

s from investment activ

1 Cash payments for the purchase of fixed tangibte and intangib|e assetls

5 Gadh 5o e é’é ofﬂnanc;aE :nstruments e | s e sri s forri s s o | e
3 Cash payments for joans and deposits

4 Acquisition of a subsidiary, net of cash acqulred
5 Other cash payments from invesiment activities

1 Cash receipts from the Increase in initial {subscribad) capitai

3 Cash receipts the from issue of equity financial instruments and debt |
financial Instruments ‘ o
3 Cash receipts from credit principals, loans and other barrowings

028

ool @ io

4 Cash payments for the repayment of credit principals, loans a

4 Eash payments for the redemption of iréasiiry shares and decrease i in
initial (subscribed) capital

borrowings and debt nancialinstuments | o L
2 Cash payments for dividends _ ) . 033 0

3 Cash payments for fi rance lease 034 0

0

035

oo oo o

1 Unrealised exchange rate differences in respect of cash and cash

equivalents 039 0 . 0
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NOTES TO FiNANCIAL STATEMENTS - TF
(drawn up for quartedy reporiing periods}

Name of the isswer:  Varteks d.d. - VaraZdin

Personat identlfication nurcber (C1B): 00872068033
Reporting period: 01.05.2019 - 31.12.219

Nates to financlal statements for quarterly periods Include:

a) an explanalion of business events relevant to understanding changes in ihe statement of financlal position and financial perfermance for the quarlerly reporing period of the issuer
with respect to the last business year: information is provided regarding lhese events and relevant information published In the last annual financial statement is updated

Far the first time in the fourth guarter, the new accounting standard IFRS 46 - Leases, was applled. The effects of applying this standard are:
- Increase in the right of use assets by HRK 16,7m in the balance shest and increase of the right of use fabiliies by HRK 17.1m
- in the income statement a detrease in the rental cost by HRK 5m, an increase in the depreciation expanse by HRK 4.3m and an increase in the Bnancial cost by HRK 0.9m

Also, in the 4th quarter, adjusiments were made to PPE by aligning Group's and Company's books with the Group's accounting policles and International Accounting Standards. The
effects of applying these carjections are:

- decraase of PPE value by HRK 151.5m

- dacrease of revaiuation reserves by HRK 88.4m

- reduction of defarred tax liabllittes by HRK 19.3m

+ Ingrease of accumulated losses by HRK 43.8m

- this change will reduce the annual depreciatien by HRK 3.2m

- separation of unused PPE on the position of Investiment proparly in the amount of HRIC 75.8m.

Addiianaty, during 4th quarter following adjustments were made lo the accounting of clib loan which was reprogrammed in January 2018:
- reduction of accumulated losses by HRK 16m

- dacrease in carrying amount of toans recelved by HRK 13.5m

- this change has Increased financial expenses by HRK 2,6m in 2819.

A restatement aote detaliing the changes that were made will be published in the annual financial statements. The restatements in the TF-POD report were made through the
balances in 2019 and the Intention is to have the final restalement carried out in accordance with IAS 8 stasting from the beginning of the comparative pericd (January 1st, 2018),
which will be published in the audiled financial statements for 2019,

b} information on the access to the latest annual financlal stalements, for the purposs of understanding information published in the notes to financial statemants drawn up for the
quartesty reporting pericd

Audited annuas financial statements for 2018 have been published on the Zagreb Stock Exchange web page.

c) a statement explaining that the same accounting poficies are applied while drawing up financial staternents for the quarlery reposting pericd as in the latest annual financial
stalements or, in the case where fhe accounting policies have changed, a descriplion of the nature and effect of ihe changes

We confirm the application of the same accounting policies, except for ihe restatement that was explained under point a).
d) a description of the financiaf performance in the case of the issuer whose busingss Is seasonal.

The explanalions of business resulis are available in the Interim Management Report for {he 4th quarler of 2019.




VARTEKS&

Varazdin, 28.02.2020.

ENT OF LIABILITY FOR PREPARING FINANCIAL STATEMENTS OF
o ISSUER

,_!:;-'fourth quarter of 2019 and period from January 1% to December 315t 2019
-~ (unaudited, conso!ndated)

"_\_Nlth 'thls:-statement in ccordance with the Capital Market Act, we declare that to
© the best of our knowledge:

set of f‘ nancial statements of the Varteks Group (hereinafter: the Group) for
the 4th quarter of 2019 and perlod from January 15t to December 31t 2019
(unaudlted consohdated), ‘have been prepared in accordance with
Internatmnal Finanma! ‘Reporting - Standards and in accordance with the
oatian Accountmg Law, provide a complete and fair view of the Group's
assets and liabilities, proF it-and Ioss financial position and operations, except
--for the correction of prior: perlod errors which is currently disclosed through

the current period, but W|ll be properly applied in the final annual financial
statements for 2019. o :

The _,anagement mtenm report contams a fair presentatlon of deveiopment

:i mo_st signifi ca:n_t_ r:g_k_s and uncertainties to which the Group is exposed.

| omislav Babié Damir Radmilovi¢
Presrdent of the Ma_nagement Board/ /Member of the

1BAR atun: Management Board/
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Zagre
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