VARTEKS&

Varazdin, February 28", 2020

dn accordance wzth:rhe provisions of the Capital Market Act, the Management
‘Board of Varteks d. d based in VaraZdin submits:

MANAGEMENT INTERIM REPORT
.'For the JSourth quarter of the year 2019 (cumulative period 01.01, —
31.12.2019/unaudited)

= _‘_:-I'hdtcatwns of ;éighi[‘ cant events that occurred during the reporting period and
Ee tlze zmpact of these events on the condensed set of financial statements

In the fourth quarter of 2019 Varteks Group realized a normalized positive
o EBITDA of HRK 2.7m (before IFRS 16), thus achieving a total normalized
"EBITDA for 2019 of HRK :3m. Retail growth continues to be one of the most
' 1gn1ﬁcant dnvers of posmve busmess trends Desplte a mild wmter that

- A consolidated loss of HRK 1 9m was achleved in the 4™ quarter (previous year

. loss of HRK 8.6m was recorded) which is a substantially less compared to the 4th

" quarter of 2018. Considering that in the 4th quarter adjustments of HRK 1.7m

: f.were made (out of which HRK 1:5m relates to inventory value adjustments) and

ccounting correction of club loan as a result of which the interest expense was

- increased by-2“5m (effect for the whole of 2019 is recorded in the 4th quarter), it
s ev1dent that'ln the 4th quarter Varteks Group operated with a profit.

As 'w_e_h_ave prekusly reported, Varteks' main business is once again becoming
.its own 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 HRK 1.0m ‘out they were higher than the previous year by HRK 5.8m.,

: :;Revenues from serv1ces, i.e. production for others, were lower than the plan by
© HRK:3.2minQ4 ‘due fo reduced orders, but also due to higher production for own

HRW 2300 oom V13 99483 “requirements;: However, Varteks was able to partially offset the effect of increased

Jagreatkabankadd.  labor costs by increasing prices to major customers in services,
Zagreb
KR62 2240 0091 300 1083 9 The production of special and workwear apparel (Varteks Pro) in Q4 generated
Privredns ”3";‘;;;; HRX 1.8m less than planned, but HRX 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 staf, 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 fo 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-free 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:
e Varteks Pro d.o.o.
s V-projekt d.o.o.

Varteks Pro d.o.0.

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

In 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.




V-projekt d.o.o.

Company V-projekt d.o.o. is 100% owned by the Company.

Company V-projekt d.o.o. 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 Babi¢ Damir Radmilovi¢
President of the Management Board Member of the Management
Board
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ISSUER'S GENERAL DATA

Reporting period:

Year:

" Quarter:

Quarterly financial statements

Issuer's home Member
State code:

egistration number (MB):

Entity's registration
number (MBS}

Personat identification
number {QiB);

Institution
code:

MName of the issuer:

Postcode and town:

treet and house number:

E-mait address: [

Web address:

Number of employeesfi &
(end of the reporting

Consolidated report: {KN-not consolidated/KD-consolidated)

Audited: {RN-not audited/RD-audited}

Names of subsidiaries (according to IFRS): Registered office: MB:

{Yes/No) f

{name of the bookkeeping Ffirm)

Contact person:|E
{only name and surname of the contact person)

{name of the audit firm)
Certified auditor

(name and surname)




BALANCE SHEET
balance as at 31.12.2019,

in HRK

A) RECEIVAB)

FOR SUBSCRIBED CAPITAL UNPAID

B):EIXED ASSETS (ADP003+01 0*020+03

6) -

T INTANGIBEE ASSETS (ADP.004 10.008) =

1 Research art development

3 Concesslons, patents, licences, trademarks, software and olher

rights 005 1.485.856 1.657.667
3 Goodwill 006 0 o
4 Advances for the purchase of intangible assets 0a7 110.000 110.000
5 Intangible assetls in preparation 008 0 Q
6 QOther intangible assels 09 1] 4]
I TANGIBLE ASSETS (ADP.011.10 018} 010 /:349,865:480 L 013:411:603
t Land 011 72.089.888 52.075.281
2 Buildings 012 255.018.050 60.721.780
3 Plant and aguipment 013 21.193.062 22.845.943
4 Tools, working inventory and transportation assets 4 1.352.432 1.858.400
5 Biological asseis 015 0 0
6 Advances for the purchase of tangible assets 0186 0 o
7 Tangible assets in preparation 017 0 4]
8 Cther tangible assets 018 232.048 232.048
9 Invesiment property 019 0 75.678.06%
11 FIXED:FINANCIALASSETS (ADP.021:10.030) - i My S 12478764 i 2.021.930
1 Investments in holdings (shares) of undenakings wnlhm lhe group 021 4.550.600 4.530.600
2 Investments in other securities of undertakings within the group 022 0 0
3 Loans, deposits, etc. to undertakings within the group 023 0 0
4. [nvestments In holdings (shares) of companies linked by virtue of o024 9 a
participaling interesis
5 [nvesiment in other securities of companies linked by virtue of 025 0 o
participatirg Interests
6 [.oans, deposits elc. to companies linked by virtue of participating
interests 026 0 o
7 Investments in securities 027 Q ]
8 Loans, deposils, etc, given 028 7.622,264 7.685.430
9 Other investments accounted for using the equity method 029 0 4]
10 Other fixed financial assets 030 5.900 5.900
IV RECEIVABLES (ADP 032101035} 1% g -3 887.852] 229608
1 Receivables from undertakings within the group 032 2.617.018 0
2 Receivables from companies linked by virtue of participaling
interests 033 0 0
3 Customer receivables 034 v} a
4 Other receivables 035 270.834 221.696
V DEFERRED TAX ASSETS 0
C) CURRENT ASSETS{ADP.0384046+053+063) " : 554384355
s 038: 26.434.796] 40121837
1 Raw matefials and consumables 039 11.041.816 13.508.401
2 Work in progress 346,709 784,102
3 Finished goods 9,442 227 18.157.381
4 Merchandise 4.502.139 7.293.126
6 Advances for Inventories 1.101.905 378.627
6 Fixed assels held for sale 0 0
7 Biological assels 0 0
1| RECEIVABLES (ABP.047 -0 052) 0465 26238150 2,814.508
1 Receivables from underiakings within the group 047 397.446 2.600.528
2 Recelvables fram companles linked by virtue of participating 048 0 o
inlerasts
3 Customer receivables 049 11,543,394 9.557.317
4 Receivables from employees and members of the undertaking 050 49.272 46,096
5 Recelvabiles from government and other institutions 051 413.678 382.359
6 Other receivables 052 219 991 226.288
I CURRENTFINANCIAL:ASSETS (ADPI054 10:062) 083 43} 10873
1 Investments in holdings (shares) of undertakings within the group 054 0 4]
2 Investments in olher securities of undertakings within the group 055 0 0
3 Loans, deposits, el¢. to undertakings within the group 056 Q 0
4 Investmenis in holdings (shares) of companies linked by virue of 057 o 0
participaling interests
& Invesiment In other securilies of companies linked by virtue of 058 0 o
participating interests
6 Loans, deposils ete. to companies linked by virtue of participating
Interests 059 0 0
7 Investments in securities 08¢ [ 0
8 Loans, deposits, elc, given 061 193.843 168.731
9 Other financial assets 062 0 Q
IV CASH AT BANK AND IN HAND 063 1.959.023 1.279.399
D } PREPAID EXPENSES AND ACCRUED INCOME D64 407.607
EE) TOTAL ASSETS (ADP 001+002+0373064) 1520 CEORE RRR414.758
{OFF-BALANCE SHEET ITEMS 066 B.602.669 6.452.409




A} CAPITA AND RESERVES-(ADP 068 10 77.606.:431) ,234.300
1 INITIAL (SUBSCRIBED} CAPITAL 41,066.860 41.066.880
Il CAPITAL RESERVES 1.555.445 655.664
HE RESERVES FROM PROFIT (ADR-0714072-07 33074 +075) - SQ7R - R P r 1] 252 453.565
1 Legal reserves 071 0 0
2 Reserves for treasury shares 072 1.836.530 754.460
3 Treasury shares and holdings (deductible item) 073 -1.836.530 «3.371.478
4 Slatutory reserves 074 0 0
5 Dther reserves 075 72.737 163.453
|1V REVALUATION RESERVES 076 166.675.683 78,638,521
V: Fj_‘R_VALUE RESERVES (ADP:078 1o 080) 05 07T ) i) B8 -
1 Fair vajue of financial assels avallable for sale
2 Cash flow hedge - effective portion
3 Hedge of a net Invesiment in a foreign operation - effective portion
: *[T:0R LOS5 BROUGHT-FORWARD (ADF.08,
1 Retained profit
2 Loss brought forward 083 5.334.124 60.643.514
VILPROFIT: OR10SS FOR.THE BUSINESS YEAR (ADP.085:086) -] /084 £26430:170) 0w 2.070,666
1 Profi{ for the business year 085 0 0
2 Loss for the business year 086 26.430.170 12.079,666
VIIE MINORITY (NON- CONTROLLING) INTEREST 087 0 0
B): PROVISIONS (ADP:089 1o 004) =0 BT 05 B91.250] i5i468,556
1 Pravisiens for pensions, tesmination benefits and similar obligations 089 2.984.804 2.216.861
2 Provisions for tax liabilities 080 0 0
3 Provisions for ongoing legal cases 091 0 0
4 Provisions for renewal of natural resources 092 Q 0
5 Provisions for warranty obligations 093 0 Q
6 Other provisicns 094 2.706.455 3.241.695
C1.LONGZTERM LIABILITIES (ADP:09510.108): i E 2422809113 107661428
1 Liabilities to undertakings within the group 096 0 0
2 Liabikities for foans, deposits, ete. of undertakings within the group 097 o 0
3 Liabiiities to companies finked by virtue of pariicipaling inferests 098 0 0
4 Liabilities for 1oans, deposiis etc. of companies linked by virtue of 099 o 9
paricipating interests
5 |jabilities for koans, deposils etc. 100 0 0
& Liabilities to banks and other financial stitutions 101 86.305.078 74,743,956
7 Llabilities for advance payments 102 0 0
3 Liabllitles to suppliers 103 16.690 416.301
9 Liabilities for securities 104 0 0
10 Other long-term liabilities 105 o 15.139.057
11 Deferred tax liability 106 36.587.345 17.262.114
D) SHORT-TERM:LIABILITIES (ADP 108 fo:121) = SO LA 01:198406 ] A 2 4E2028
1 Liabilities to undertakings within ihe group 108 12.164 4]
2 Liabilities for toans, deposits, etc. of underiakings within the group 109 9,745,784 2.896.615
3 Liabilities o companies linked by virtue of participating interests 110 0 0
4 Liabilities for loans, deposits etc. of companles linked by virue of 1 0 0
pariicipating Interests
5 Liabilities for loans, deposils elc. 112 30.475.186 48,987,900
6 Liabilities to banks and other financial institutions 113 10.479.816 14.601.078
7 Llabitities for advance payments 114 701.49% 248.218
§ |iabilities to suppliers 116 35.751.03b 30.536.461
9 Liabilities for securities 116 0 1]
10 Liabilities 1o employees 117 4.177.626 4.507.486
11 Taxes, coptributions and sinslar liabilities 118 8.246.740 10.239.272
12 Liabllities arising from tha share in the resulf 119 0 0
13 Liabilities arising from fixed assets held for sale 120 0 0
14 Other short-tesm Habililies 121 3.608.654 9.415.696
E) ACCRUALS AND DEFERRED INCOME 122 968.582 2.677.548
FITOTAL = LIABILITIES {ADP:0ET4088+095+107+122) . "5 A28 . .. A0B.B73.69) 282414758
G) OFF-BALANCE SHEET ITEMS 124 B.902 889 5.452.409




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

in HRK

Subnmittar: Variels

{ OPERATINGINCOME (ADP:-125:10:430) : . 86.982.640] 12 1L 41.002.87 021,201 207411
1 Income from sales with undertakings within the group 126 13.029.969 4.626.481 17 362.451 7.216.168
2 Income from sales (oulside group) 137 117.653.823 34,227.955 133.191.387 38.304.747
3 Income from the use of own products, goods and services 128 183.907 50.508 204.669 67.641
4 Qther operating income with underiakings within the group 429 166,705 0 152.429 36.6544
& Other operaling Income (outside the group) 130 5.319.236 2.097.437 3.110.264 6502.011

-532 BB 9.634.102] _
| 0717695 824,478 i'73.949.735
38,616,976 10.365.197 40.430.813 12.498.320

1 Changes in mventones of work in progress and finished goods

a) Costs of raw marena.'s and consumabfes

b) Costs of goods sold 13.104.824 4,368,373 17.981.481 5,558.018
¢) Other external cosl 12, 296 195 4,690,908 15.537.441 893,600
.3 Siaff cosls (ADP-138:1 61448 488 15468433 50033 16,783:150
a} Net salaries and wages 43.902. 567 10,494,806 42.098.188 10.838.274

b} Tax and contributions from salary costs 12.916.641 3.088.403 12.190.876 3.148.825
¢) Contributions on salaries 7.795.280 1.885.224 7.011.308 1.796.051
4 Depreciation 7.799.566 1.939.221 8.821.988 3.105.808

5 Other costs 4.925.686 4.754.526

a} frxed assels ofher than nnanmar assefs 0

b) current assefs other fhan financial assels 1.611.566

: i 4 A69| 920,469

a) Prowsmns far pensions, termma!ron benefr s and similar obhga ons 0 0

b) Provisions for tax liabilities 0 0

: ¢} Provisions for ongoing legai cases 4] 0
? d) Provisions for renewal of nalural resources 0 0
&) Provisions for warranty obligations 0 0

f) Other provisions
8 Other operating expenses
(L FINANCIAL INCOME (ADP 155
1 Income from investments in hoidlngs (shares} of undertakings within

the group e 0 0 0
2 income from investments in holdings (shares) of companies linked by 156 o 0 0 o

virtue of participating interests
3 Income from other fong-term financial investment and loans granted to

undertakings within the group 157 0 o 5819 5.819

gro‘: s)Othef interest income from operations with undertakings within the 158 0 0 0 0
5 Exchange rate differences and other financial income from operations

with undertakings within the group 159 761.935 0 1.853.413 681637
8 Income from other long-term financial investments and loans 160 1] 0 0 0
7 Other interest income 161 8.070 7.246 132.220 12.997
8 Exchange rate differences and other financial income 162 3.440.086 175.519 1.703.004 472314
9 Unreatised gains (income) from financial agsets 163 0 1] 0

10 Other financial income 164 0 267 0
1V FINANGIAE EXPENSES (ADP: ' {:084 868 642/502] ©:7.028.940
. o1u|‘;tterest expenses and similar expenses with undertakings within the 166 253,714 279.057 380,066 315.132

2 Exchange rate differences and other expenses from operations with
undertakings within the group 167 761.937 0 1.863.413 681.837
3 Interest expenses and similar expensas 168 4.184.116 1.348.417 7.064.233 4,823.825
4 Exchange rate differences and other expenses 169 2.190.285 112.014 2.287.032 1,206,346
5 Unrealised losses {expenses) from financial assets 170 0 0 a 0
& Value adjustments of financial assets (nef) 171 0 0 0 0
7 Qther financial expenses 172 323.105 245.380 57.758 0
'V SHARE IN PROFIT FROM UNDERTAKINGS LINKED BY VRITUE 173 o 0 o o
OF PARTICIPATING INTERESTS
VI SHARE IN PROFIT FROM JOINT VENTURES 174 0 0 0 0
Vil SHARE IN LOSS OF COMPANIES LINKED BY VIRTUE OF 178 0 o 0 0
PARTICIPATING INTEREST
VHI SHARE IN LOSS OF JOINT VENTURES 178 0 0 0 0
:

9 Pfe fax pror it from discontinued operations 187 0 4 0
2 Pre-tax loss on discontinued operations 188 0 0 0 0




XV INCOME TAX OF DISCONTENUED OPERATEONS

.1 'Pre {ax profit {A

2 Pre-tax loss (ADP 192)

1 A’ctrlhutable to owners of the parent

-0.313.674

~12 079 666

1745749

2 Attrlhutable to mlnonty {noit- conlrolimg) Interest

TPROFIT OR LOSS FOR THE PERIOD
OTHEF OMPREHENSIV NCOMEOSS BEFORET,

0

-12.079.666

0.

-1.745.749

1 Exchange rale differences from translation of foreign operations

Il TAX ON OTHER COMPREHENSIVE INCOME FOR THE PERIOD

204 1] 0 ] 0
2 Changes in revaluation resesves of fixed tangible and intangible assets 205 2.807.751 701.938 1.196.820 -908.993
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 0 0
& Profit or loss arising from effective hedge of a net investmentin a 208 o 0 0 0
foreign operation
B Share in cther comprehensive inceme/loss of companies inked by
] LY 209 ¢} 0 0 o
virtue of participating interests
7 Actuarial gains/losses on the defined benefit obligation 210 0 0 -116.295 -116.295
8 Other changes in equity unrelated to owners 211 72737 72,737 50.716 15.678
0 0

0

2 Attributable to minority (non-controlling} interest

217




STATEMENT OF CASH FLOWS - indirect method
for the period 01.01.2019. to 31.12.2019
in HRK

004 123.605 34 741

b Galns and losses from safe and value adjustment of fixed tangible and
intangible assels
¢) Gains and losses from sale and unrealised

005 0 209.615

adjustment of financial assets e
d) Interest and dividend income . 0o f B 071 o —1 38 039
8) !nterssr axpenses 007 4 547 830 7 444 298

| o8 281544 0O
9) Exchange rate differences (unrealised) L oos  f ct244799) 570843
,gi ;t:er adjustments for non-cash transactions and unrealised gains and 610 251,000 13.679

d) Other increase or decrease in working Eé,df'trélﬂ o

4 Interest paid
5 [ncome tax paid

1 Cash receipts from sales of fixed tangibfe and intangible assets 021 47.908 1.746.440
2 Cash recelpts from sales 9
3 Interest receive ~131.851
4 Dividends received 0
5 Cash receipts from repayment of foans and depf’s'ts e 62 ) OB
6 Other cash receipts from investment activities N 026 52,147 0

1 Cash payments for the purchase of fixed tangible and 1ntangible assets 028 -1.290.861 -4.831.823

2 Cash payments for the acquisition of fmanmal instruments
3 Cash payments for loans and deposits for the period -
4 Acqulsnion fa subSIdlary, net of cash acqunred

5 Other cash payments from investment activities

1 Cash receipts from the increase in initial {(subscribed) capital 17.449.068{
2 Cash receipts from the issue of equity financial instruments and debt 036 o 0
financial instruments

3 Cash receipts from credit principals, loans and other borrowings | 037 | | 81260360| 43534976




1 Cash payments for the repayment of credit principals, joans an ot
borrowings and debt financial instruments
2 Cash payments for dividends

3 Cash ‘payments for finance lease

initial (subscribed) capital

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

4 Bash payments for the redemption of treasury shares and decreasein |

047

E} G
PERIOD

VALENTS AT THE BEGINNING OF THE

049

-27.807.745

11.290

-33.857.764

12.634

656.753

1.959.023




STATEMENT OF CASH FLOWS - direct method
fortheperiod __,_ . to_ . .

in HRK

"5 Cash paymenté to suppliers
6 Cash payments o employees ) o

7 Cash payments for insurance premiums

8 Other cash receipts and payments '

T

9 Interest paid
10 income tax paid

1 Cash receipts from sales of fixed tangible and m!anglble assels 013
"2 Cash receipts from sales of financlal instruments R A L
3 interest recelved ol es

oo
investment activitie 018

4 Dividends received
“_5 Cash rece|pts from lhe repayment of loans an
6 Other cash receipts frol

cioioioco o
o oclon o o

1 Cash payments for the purchase of fixed !anglble and Intanglhle assels p20 v}

f inancial instruments - DZBM

"3 Cash receipts from credit principals, loans and other borrowings

1 Cash payments for the repayment of credit principals,

borrowings and debt financial instruments 032 0 0
__2 Cash payments fordividends S . - o 0
"3 Cash payments for finance lease f.. o34 0] 0
4 Cash payments for the redemption of treasury shares and decrease in 035 0 o 0

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

ASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE
PERIOD
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NOTES TO FINANCIAL STATEMENTS - TFI
{drawn up for quarterly reporting periods)

Name of the issuer; Varteks d.d. - VaraZdin

Personal identification number (OIB): 00872058033
Reporting period: 01.01.2019 - 31.12.2019

Notes to financial statements for quarterly periods include:

a) an explanation of business events relevant o understanding changes in the statemant of financlat position and financial performance for the quarterly reporting period of {ha issuer
with respect 10 the last business year: information is provided regarding these events ang relevant information published in the Jast annual finencial statemen is updated

For the first time in the fousth quarter, the new accounting standard IFRS 16 - Leases, was applied, The effecls of applying this standard are:
- Increase In the right of use assels by HRK 16.7m in the balance sheet and increase of the right of use Habililies by HRK 17.1m
- In the Income statement a decrease In the rental cost by HRK 5m, an increase in the depreclation expense by HRK 4.3m and an iacrease in the financial cost by HRK 0.9m

Also, in the 4th quarier, adjusiments were made fo PPE by aligning Group's and Company's bocks with the Group's accounting policies and International Accounting Standards. The
effecls of applying these cerrections are:

- decrease of PPE value by HRK 15t.5m

- dacreass of revaiualion reservas by HRK 88.4m

- reduction of deferred tax liabilties by HRK 19.3m

- Increase of acourmulated losses by HRK 43.8m

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

- separation of unused PPE on the position of invesiment property in the amount of HRK 75.8m.

Additionatly, during 4th quarter following adjusimeats were made to the accounting of club loan which was reprogrammed in January 2018
- reduction of accumutated losses by HRK 16m

. decrease in carrying amount of kans received by HRK 13.5m

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

A restatement note detaiiing the changes {hat were made will ba published in the annual financial stat ts. Ther ts in the TFI-POD reporl were made through the
balances in 2019 and the intention is 1o have the final restatement cardied out in accardance with (AS 8 slasting from the beginning of the comparalive pericd {fanuary 1si, 2018),
which will be published in the audited financial slatements for 2019,

b) information on the access to the latest annual financial stataments, for the purpose of understanding nformation published in the notes to financial statements drawn up far the
quarierly reporting pariod

Audited annual financial siatements for 2018 have been published on the Zagreb Stack Exchange we® page.

©) a statement explaining that the same accounting policies are applied while drawing up financial statements for the quartery reporting period as in the latest annual financlal
statements or, in the case where the accounting policies have changed, a description of the nature and effect of the changes

We confinm the appiication of the same accounting policies, excepl for the restaterment that was explained under point &).
d) a description of the financial performance In tha case of the issuer whose business is seasonal,

The expianalions of business results are available in ihe Interim Management Report for {he 4th quarier of 2019,




VARTEKS

Varazdin, 28.02.2020.

STATEM_ENT OF LIABILITY FOR PREPARING FINANCIAL STATEMENTS OF
: - ISSUER

fourth quarter of 2019 and period from January 15t to December 315t 2019
~ (unaudited, unconsolldated)

th: thls s tat_ement {n acco_rdance Wlth the Capital Market Act, we declare that to

- set of f‘ nancial statements of the Varteks d.d. (hereinafter: the Company) for
- ___,_the 4th quarter of 2019 and. perlod from January 1% to December 31%t 2019
(unaudited, unconsohdated), ‘have . been prepared in accordance with
ternational - Financial - Reporting 'Standards, and in accordance with the
Croatian Accounttng Law, provide a complete and fair view of the Company's
jassets ‘and liabilities,- prof it-and loss, financial position and operations, except
= for the correction of prior. perlod ‘errors which is currently disclosed through

the 'current period, but wm be properly applied in the final annual financial
statements for 2019. S

The management mterlm report contalns a fair presentation of development
____and results of the operatlons and position of the Company, with a description
of: most sagn ifics nt_nsks and uncertainties to which the Company is exposed.

Damir Radmilovic
/Member of the
Management Board/

Tomlsiav Babic
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