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KEY PERFORMANCE | NDI CATCRS

In B 2017, the group’s revenue was 7.7 mllion euros,
V\/mch is 5.9 tinmes higher conpared to the revenue of 1.3 mllion euros in B
2016. In 9 nonths 2017, the group’s revenue was 10.3 million euros, which is
22.6% hi gher conpared to the revenue of 8.4 mllion euros in 9 nonths 2016. The
revenue of the Devel opment Division anmounted to 7.0 million euros in 3 2017
and 8.5 mllion euros in 9 nonths of 2017, and the revenue of the Service
Di vision ampbunted to 0.8 nmillion euros in @B and 2.2 mllion euros in 9 nonths
of 2017.

In @3 2017, the group’s operating profit (=EBIT) was 0.8
mlllon euros and net profit 0.7 million euros. In 9 nonths of 2017, operating
profit was 0.4 mllion euros and net profit 0.1 mllion euros. The operating
profit of the Devel opnent Division amounted to 0.9 nmillion euros in @B 2017 as
well as in 9 nonths 2017. The Service Division earned a snall operating | oss
(less than 0.1 nmillion euros) in B 2017.

In @B 2017, 59 apartnments and 2 conmercial spaces were
soId in projects devel oped by the group (in 9 nonths of 2017: 60 apartnments, 2
comrerci al spaces and 6 land plots). In 9 nonths of 2016, 75 apartnments, 5
comrerci al spaces and 6 |land plots were sold. In the first half of 2016, active
sale was made in Manastirski project in Bulgaria; in Q3 2017, Kodul ahe | stage
apartments got ready for final sale.

. In the first 9 nonths of 2017, the group’s debt burden
(net loans) increased by 0.3 million euros up to the level of 13.7 nmillion
euros as of 30 Septenber 2017. As of 30 Septenber 2017, the wei ghted average
annual interest rate of interest bearing liabilities was 5.3% the sane as on
31 Decenber 2016.
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Mai n financial figures

9 nont hs 9 nont hs (0¢] (0¢]
2017 2016 2017 2016
Inmilions of euros
Revenue
Developrent 85 64 7.0 0.6
Services 22 24 08 0.8
Hinmnations 0.4 0.4 0.1 -01
Total revenve 103 84 7.7 13
Qperating profit (EBIT)
Developrent 09 15 09 00
Services 01 0.1 00 0.0
nal located incone and expenses 0.4 0.5 0.1 -0.2
Hinmnations 00 001 00 0.0
Total operating profit/loss (EBIT) 04 10 08 -02
Financial income and expenses 0.3 0.5 0.1 -0.2
Net profit/loss 01 05 0.7 -0.4
Cash flows of operating activities -2.3 2.6 0.7 -1.0
Cash flows of investing activities 0.4 2.0 00 11
Cash flows of financing activities 30 0.9 -0.3 16
Net cash flows 03 0.3 04 -05
Cash and cash equivalents at beginning 08 0.7 0.7 0.9

of period
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peri od

Total assets, at period end 28. 4 26.6
Invested capital, at period end 23 9 22.7
Net loans, at period end 137  12.3
Equity, at period end 9.0 100

9 nont hs 9 nont hs (0¢] (0¢]
2017 2017 2017 2016
EPS (in euros) o001 0.08 0.11 -0.06
Diluted EPS (in euros) 0.01 0. 07 010005
ROC (rolling four quarters) 1% 0.3%
RCE (rolling, four quarters) 140% 0. 6%
ROA (rolling, four quarters) asw 0.3%
Qrrent ratio 0 88 --------- 3 22
Qick ratio 0.10 0.20
Financial leverage 316 2.67
Average loan term (in years) 0.4 12
Average annual interest rate of loans 53%  6.1%
Nunber of staff, at period end 132 185
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GROUP CEC S REVI EW

Ri ght actions bring a result. Arco Vara’s nmission is to exceed people’'s
expectations in real estate business. W want to be the nobst people-oriented
conmpany. In the 3rd quarter, we already did quite well in this. W hel ped over
2000 people with our brokerage and apprai sal services in Estonia and Bul garia
and sold about half of the apartnents and commerci al spaces of Kodul ahe

stage. Feedback fromclients has been nainly positive and that gives us a boost
for increasing our volunes and devel opi ng oursel ves.

In @B, we noved fromnmaking a loss (-0,6mEUR in 6M to beconing profitable. W
earned over 20% nore noney with our services than in the previous year. As a
group, we also anticipate a positive 4th quarter, by the end of which over 90%
of Kodul ahe | stage should be sold. Full sell-out is not planned or essential
considering that after such sell-out our stock will be enpty again. Oher
positive devel opnents are that construction is going on in the Iztok project in
Sofia, out of which 1/3 has been presold, and that construction of Kodul ahe I
stage (ca 68 apartnments) should commence in QL and construction of Oa street
devel opnment in Tartu (ca 40 apartnents) in @ of 2018. In QL 2018, we should be
able to acquire two new devel opnent | and plots, one in Tallinn and another one
in Sofia.

In Madrid Blvd building, rental income has increased and cash flows after |oan
i nterest paynents have becone positive. Al though finding good tenants into the
bui l di ng has proved to be nore tine-consunming than we initially expected, we
believe that the rental income of the building will increase in the future. W
plan to extend the existing bank | oan by year-end.

We will continue to develop our skills and processes. In @B and 4, we will
harvest the crops of the work already done. The first half of 2018 will be
nodest again in terns of revenue, although better that HL of 2017. W will
start nmaking substantial revenue and profit again at the end of 2018, when the
cranes of today’'s projects will finish their work and the final sales of
apartnments will start.

SERVI CE DI VI SI ON

In @B 2017, revenue of the Service Division anmounted to 780 thousand euros (@B
2016: 806 thousand euros), which included intra-group revenue of 115 thousand

euros (@ 2016: 76 thousand euros). In 9 nonths 2017, the revenue decreased by
10.9% to 2,142 thousand euros, conpared to the revenue of 2,404 thousand euros
in 9 nonths 2016.

In 9 nonths of 2017, revenue of the Service Division frommain services (rea

estate brokerage and val uati on services) decreased by 13% conpared to 9 nonths
of 2016. The nmain reason is the that the revenue in the amount of 694 thousand
euros fromthe Latvian agency (which was sold in 4 2016) was included in the
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group revenue in 9 nonths of 2016. As the table bel ow denbnstrates, sales
revenues of both Estonian and Bul garian real estate agencies have actually
i ncreased significantly.

Revenue of real estate agencies from brokerage and val uation

9 nmont hs 9 nmont hs Change, 3 2017 @ 2016 Change,
2017 2016 % %

I n thousands of
eur os
Estoni a 1, 325 1,036 28% 484 381 27%
Bul gari a 560 444 26% 206 115 79%
Latvia - 694 - - 226 -
Tot al 1, 885 2,174 -13% 690 722 -4%

In @B and 9 nonths 2017, Estonian agency had net |oss of 4 thousand euros and
112 thousand euros, respectively (in 2016: net |oss of 33 thousand euros in B
and 152 thousand euros in 9 nonths). Bul garian agency earned net profit of 12
thousand euros in @B 2017 and 53 thousand euros in 9 nonths 2017. (2016: net
profit of 15 thousand euros in B and net |oss of 17 thousand euros in 9

nmont hs) .

In addition to brokerage and val uation services, the Service Division al so
provi des real estate managenment and accomodation services in Bulgaria. The
revenue fromreal estate managenent was 92 thousand euros in 9 nonths 2017, 78
t housand euros of which was intra-group revenue (9 nmonths 2016: 87 thousand and
75 thousand euros, respectively). Revenue from accomodati on services anpunted
to 135 thousand euros in 9 nonths 2017, of which 49 thousand euros was nade in
@B (2016: 104 thousand euros in 9 nonths and 40 thousand euros in ).

On 30 Septenber 2017, the nunber of staff in the Service Division was 118 (on
31.12.2016: 97).

DEVELOPMENT DI VI SI ON

The revenue of the Devel opnment Division totalled 7,042 thousand euros in 3
2017 (in B 2016: 586 thousand euros) and 8,511 thousand euros in 9 nonths 2017
(in 9 nonths 2016: 6,401 thousand euros), including revenue fromthe sale of
properties in the group’s own devel opment projects in the anount of 6, 627
thousand euros in @B and 6,875 thousand euros in 9 nonths (2016: 367 thousand
euros in B and 6,043 thousand euros in 9 nonths). In @B, the construction of
apartments of the first stage apartment building (with 125 apartnments and 5
commer ci al spaces) in the group’s |argest devel opnent project Kodul ahe came
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close to an end, and final sales started. By the publishing date of the interim
report, sale agreenments for 107 apartnments and two comerci al spaces, plus 4
presal e agreenents have been concl uded.

Most of the other revenue of the Devel opnent Division consists of rental incone
fromcomrercial and office premises in Madrid Blvd building in Sofia, anmounting
to 148 thousand euros in @B 2017 and 360 thousand euros in 9 nonths 2017 (2016
89 thousand euros in @B and 252 thousand euros in 9 nonths). By the publishing
date of the interimreport, last two office spaces remain vacant. The group
expects to rent out all vacant spaces during Q4 2017

In @B and 9 nonths 2017, the Devel opnent Division had operating profit of 894
t housand euros and 851 thousand euros, respectively. In 2016, the Devel opnent
Di vi sion earned operating profit of 33 thousand euros in @B and 1,524 thousand
euros in 9 nonths. In early 2016, nost of sale agreenents in the | ast stage of
Manastirski project in Sofia were concluded (the construction of apartnent
bui l ding was finished in Decenber 2015).

In @B 2017, one apartnent was sold and anot her one presold in Madrid Bl vd
complex in Sofia. By the end of the quarter, 1 apartment renai ned unsol d.
Additional 15 apartnents are furnished and are being rented out as
acconmodati on service. Unsold parking places are al so being rented out.

In @B 2017, preparatory works in the second stage of Kodul ahe project
continued, where a building with ca 70 apartnents and conmerci al spaces is
pl anned. Preparatory works al so continued for Ca street properties in Tartu,
where 4 smaller apartnent buildings are planned. Both of these projects are
expected to be finalised by mnid-2019.

In @B 2017, the delay that had emerged in early 2017 in the devel oprment of

| zt ok Parkside project in Sofia ended. Construction pernit was received in
Sept enber and construction started in October. By the publication date of
interimreport, presale agreenents for 23 apartnments have been signed. |ztok
proj ect consists of three apartnent buildings with 68 apartnents (7,070 square
meters of apartnents’ sellable area).

As of 30 Septenber 2017, 6 Marsili residential plots remained unsold in Latvia.
During 2017, four plots have been sold in the project. Additionally, the sale
of Baltezers-3 project (68 undevel oped |land plots as a whole) was finished in
January.

As of 30 Septenber 2017, 5 people were enployed in the Devel opnent Division
the sane nunber as at the end of 2016

CONDENSED CONSCLI DATED | NTERI M FI NANCI AL STATEMENTSCONSOLI DATED STATEMENT OF
COVPREHENSI VE | NCOVE
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2017 2016 2017 2016
In thousands of euros
Revenue fromsale of own real é:béé- 6, 043 --é:é%%- 461
estate
Revenue fromrendering of services 2,228 2,395 806 826
Total revenve 2.3 10,291 8433 7,683 1,287
Cost of sales 4 -8,273  -5554 -6340 -862
@oss profit 2018 2884 1,343 425
Gher income sa 35 357
Mrketing and distribution 5 VA 418 -131  -138
expenses
Adninistrative expenses 6  -1,225  -1,519  -401  -498
Gher expenses a3 20 19 11
Gain on sale of subsidiaries o 1 o 0
perating profit/loss a7 954 827  -215
Finance income and costs 7 384 459 112 -163
Net profit/loss 13 295 715 -378
Net profit/loss for the period 3 295 715 -378
attributable to owners of the s 13 500 715  -373
par ent
attributable to non-controlling 6_ 5 6_ -5
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interests

Total conprehensi ve i ncone/ expense 73 495 715 - 378
for the period

attributable to owners of the 73 500 715 - 378
par ent

attributable to non-controlling 0 -5 0 0
interests

Ear ni ngs per share (in euros) 8

- basic 0.01 0.08 0.11 -0.06

- diluted 0.01 0. 07 0.10 -0.05

CONSOL| DATED STATEMENT OF FI NANCI AL PCSI TI ON

Not e 30 Sept 31 Decenber

2017 2016

In thousands of euros
Cash and cash equival ents 1 158 845
Receivables and prepayments o et 470
Inventories 10 14,349 14,593
Total current assets 16198 15908
Receivables and prepayments o 111
Investments 23 0
Investment property 11 11,177 10,835
Property, plant and equiprent 701 718
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I ntangi bl e assets 276 248

Total non-current assets 12,188 11, 812
TOTAL ASSETS 28,386 27,720
Loans and borrowngs 12 12993 9,372
Payables and deferred income 13 5200 4,369
Provisions a4 108
Total current liabilities 1833 13849
Loans and borrowngs 12 1087 4, 886
Total non-current liabilities 1087 4, 886
TOTAL LIABILITIES 19383 18735
Share capital 4555 4, 555
Additional paid-in capital 202 292
Statutory capital reserve 2011 2,011
Gher reserves g s2 52
Retained earnings 2,083 2,075
Total equity attributable to owers of the 8993 8, 985
par ent
Equity attributable to non-controlling o 0
interests
ToTAL EQUITY 8993 8, 985
TOTAL LIABILITIES AND EQUTY 28,386 27,720

Finantsinspektsioon
http://iwww.fi.ee

Page 9/13



CONSOL| DATED STATEMENT OF CASH FLOWS

Note 9 nonths 9 nonths (@¢] (@¢]
2017 2016 2017 2016
I n thousands of euros
Cash receipts fromcustoners 7,436 12,282 3,795 2,647
Cash paid to suppliers -8,130 -7,133 -1,859 -2,948
O her taxes paid and recovered (net) -548 -1, 627 - 650 -478
Cash paid to enpl oyees -703 -894 -243 -258
O her cash paynents and receipts -278 -73 -290 -11
related to operating activities (net)
NET CASH FROM USED | N OPERATI NG -2,223 2,555 753 -1,048
ACTI VI TI ES
Paynment s made on purchase of tangible -74 -81 -26 -7
and intangi bl e assets
Paynent s nade on purchase and 11 - 346 0 -15 0
devel opnent of investment property
Proceeds from sale of a subsidiary 0 1 0 0
Paynment s nmade on purchase of a 0 -1, 890 0 -1,050
subsi di ary
Loans provi ded -7 0 0 0
Repaynent of | oans provided 2 0 2 0
O her receipts related to investing 23 0 23 0
activities
O her paynments related to investing -23 -3 -15 0
activities
NET CASH USED | N | NVESTI NG ACTI VI Tl ES -425 -1,973 -31 -1,057
Proceeds from | oans received 12 5, 202 3,285 1, 026 2,214
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Settlement of |oans and borrow ngs

O her paynents related to financing
activities

NET CASH FROM USED | N FI NANCI NG
ACTI VI TI ES

Cash and cash equival ents at begi nning
of period

Cash and cash equival ents at the end
of period

Non- cont
rolling
i nt erest

Tot al
equity

Shar e Share Statutory O her Retain Total
capita premu capital reserv ed
I m reserve es earnin
gs
I n thousands
of euros
Bal ance as 4,282 292 2,011 298 2,656 9,539

of 31
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Decenber
2015
Di vi dends 0 0 0 0 -61 -61 0 -61
pai d
Change in 0 0 0 0 0 0 -77 -77
non-contro
ling
i nterest
Tot al 0 0 0 0 500 500 -5 495
conpr ehensi
ve income
for the
peri od
Bal ance as 4,282 292 2,011 298 3,095 09,978 9 9, 987
at 30
Sept enber
2016

Bal ance as 4,555 292 2,011 52 2,075 8,985 0 8, 985
of 31
Decenber
2016
Di vi dends 0 0 0 0 -65 -65 0 -65
pai d
Tot al 0 0 0 0 73 73 0 73
conpr ehensi
ve incone
for the
peri od
Bal ance as 4,555 292 2,011 52 2,083 8,993 0 8,993
of 30
Sept enber
2017

Kristel Tumm

CFO
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Arco Vara AS
Tel : +372 614 4662
www. ar cor eal est at e. com
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