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GROUP CEO S REVI EW

Arco Vara has exceeded expectations during the first half of the year. The sales
nunbers of apartnments indicate that all the conpleted homes have found an owner,
and the projects under construction have al so been successful: the feared
construction material supply difficulties have been overcone and the
construction of all buildings is on schedul e.

The main sources of sales revenue in the second quarter are the last apartments
in the Kodukal da and |ztok Parksi de devel opments. Thus, all apartnments in Tartu
as well as in Sofia have been sold. Pre-sales are underway in the Kodul ahe
devel opnment in Tallinn, where only 4 apartnents are avail abl e today; the project
sal es revenue in the anount of 12.2 nillion euros is expected in 2 2022.

Taking a brief look into the future, in @ 2021 the devel opnent teamin Estonia
has been designing Kodul ahe Rannakal da phase. Begi nning of public sales and
construction pernit are expected in Septenber and the start of construction in
A this year. The Bulgarian teamhas nade preparations for "melting" Botanica
Lozen project, assessing the possibilities of developing the area only as
private houses, for which there is significant growmh of interest in the
vicinity of Sofia.

Looking at Arco Vara's financial results, we have achi eved one of our goals: to
exceed 20%return on equity (ROE) per vyear. The rapid pre-sale provided an
opportunity to optim ze interest costs and thereby increase the profit margin of
ongoing projects. The group has wunused loan limts - a 60%equity to assets
ratio is a tenporary phenonenon; in the second half of the year, the vol une of
assets is expected to grow due to the expansi on of Kodul ahe constructi ons.

Arco Vara's desire to significantly increase its devel opnent vol unmes over the
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next five years has got off to a strong start. This has not gone unnoticed by
t he sharehol ders, the nunber of whom has al nbost doubled in 2021, which indicates
the interest of private individuals to invest in real estate w thout buying rea
estate thenselves. The issue of shares planned for Septenber is also ained at
t hese investors.

KEY PERFORMANCE | NDI CATORS

In @ 2021, the group's revenue was 1,504 thousand euros, which is 58% nore than
the revenue of 951 thousand euros in @@ 2020. In 6 nonths 2021, the group's
revenue was 10,670 thousand euros, which is 2.3 tinmes nore than the revenue of
3,189 thousand euros in 6 nonths 2020.

In @ 2021, the group's operating profit (=EBIT) was 621 thousand euros and net
profit 523 thousand euros (in 6 nonths 2021: operating profit 2,430 thousand
euros and net profit of 2,223 thousand euros). In @ 2020, the group had
operating profit of 42 thousand euros and net |oss of 69 thousand euros. In 6
mont hs 2020, the group nade operating profit of 175 thousand euros and net |o0ss
of 49 thousand euros.

In @ 2021, 5 apartnments and a conmnerci al space were sold in projects devel oped
by the group (in 6 months 2021 63 apartments and a conmercial space). In @
2020, 5 apartnents were sold (15 apartnents in 6 nonths).

In the 6 nonths of 2021, the group's debt burden (net |oans) decreased by 765
thousand euros down to the level of 7,734 thousand euros as of 30 June 2021. As
of 30 June 2021, the weighted average annual interest rate of interest-bearing
liabilities was 5.1% This is an increase of 0.3 percentage points conpared to
31 Decenber 2020

OPERATI NG REPCRT

The revenue of the group totalled 1,504 thousand euros in @ 2021 (in
2020: 951 thousand -euros,) and 10,670 thousand euros in 6 nonths 2021 (in 6
nmont hs 2020: 3,189 thousand euros), including revenue from the sale of
properties in the group's own development projects in the anmount of 1,234
thousand euros in @ and 10,136 thousand euros in 6 nonths 2021 (2020: 782
thousand euros in @ and 2,777 thousand euros in 6 nonths).

Mbst of the other revenue of the group consisted of rental incone from
comrercial and office prenmises in Madrid Blvd building in Sofia, anpbunting to
200 thousand euros in @ 2021 and 394 thousand euros in 6 nonths (2020: 148

thousand euros in @ and 310 thousand euros in 6 nonths). By the tinme of
publishing the present report, all office and commercial spaces, together with
par ki ng places, were rented out.
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One commerci al space renmmins unsold in Stage Il of Kodul ahe project in Merinetsa
district in Tallinn. The house received a usage pernit in 2020.

In 4 2020, construction finished in Stage 111 of Kodulahe project, a
residential building with 50 apartnents at Soodi 4. By the publishing date of
the interimreport, all apartments have been sold and the house has the usage
permt.

At the end of 2020, the joint construction of Stages IV and V of Kodul ahe
started. Two 36-apartnent residential buildings at Pagi 3 and Pagi 5 are under
construction. The apartnent buildings will becone ready for final sale in about
1,5 years. By the publishing date of the annual report, 68 apartnments of tota
72 have been presold.

Stages VI of Kodul ahe project is waiting for construction pernit, design works
are in process. The construction of the Stage VI is scheduled to start in year
2021. The plan is to build a pavilion, 4 comrercial areas and 108 apartnents,
out of which nmany have sea view. The apartnment buildings will becone ready in
about 2 years after the construction begins.

A subsidiary of Arco Vara, Aktsiaselts Kolde, signed an agreenent for |and
acquisition beside Lake Harku, address Pal diski road 124b, Tallinn. Mre than
35,000 m(2) of residential and comercial real estate (GBA) is planned for
devel opment. The expected developnment period is 6 years wth the start of
construction planned for 2023. The detailed plan sketch conpetition of the
proj ect has ended, the detailed planning is in process.

In @ 2021, sales on the apartnents of Ga street in Tartu ended, where 4 snaller
apartnent buildings with a total of 30 apartnents were built under the Kodukal da
project name. In @@ 2021, Kodukal da houses al so received a usage pernit.

In lztok Parkside project in Sofia, the nagjority of final sales of apartnments
started in Decenber 2020, after receiving a usage pernmt. By the publishing date
of the interimreport, all apartnments have been sold. |ztok project consisted of
three apartnent buildings with a total of 67 apartnments. As the apartnents were
handed over a year later than promi sed due to bureaucratic obstacles, 2 clients
want conpensation in the total amobunt of 40 thousand euros. As these apartnent
owners want conpensation for pain and suffering, but not to give up the
apartnments, the obligation to pay conpensation is not realistic and no reserve
has been formed for this purpose.

Bot anica Lozen project was designed as a premumclass product, it has been
decided to tenporarily freeze the project until market will recover from Covid-
19. The last view of the project foresees construction of 65 honmes (houses).
M ni mum construction period is 2 years.

As of 30 June 2021, and the date of this report, 4 Marsili residential plots
remai ned unsold in Latvia.
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CONSOL| DATED STATEMENT OF COVPREHENSI VE | NCOVE

In thousands of euros 6m 2021 6m 2020 @ 2021 @ 2020
Revenue from sale of own real estate 10, 136 2,777 782 782
Revenue fromrendering of services 534 412 169 169
Total revenue 10, 670 3,189 951 951
Cost of sales -8,178 -2,541 -714 -714
G oss profit 2,492 648 237 237
O her incone 22 0 12 0
Mar keting and distribution expenses - 65 -57 -30 -15
Adm ni strative expenses -401 -415 -217 -179
O her expenses -40 -1 -11 -1
Gai n on reval uation of investnent property 422 0 422 0
Qperating profit 2,430 175 621 42
Fi nanci al inconme and costs -224 -224 -111 -111
Profit/ | oss before tax 2,223 -49 523 - 69
Net |oss for the period 2,223 -49 523 - 69
Tot al conprehensive expense for the period 2,223 -49 523 - 69

Ear ni ngs per share (in euros)
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- basic 0.24 -0.01 0.06 -0.01

- diluted 0.24 -0.01 0.06 -0.01

CONSOLI DATED STATEMENT OF FI NANCI AL PGSI TI ON

I n thousands of euros 30 June 2021 31 Decenber 2020
Cash and cash equival ents 624 2,200
Recei vabl es and prepaynents 506 1,344
I nventories 15, 667 14, 960
Total current assets 16, 797 18, 504
Recei vabl es and prepaynents 5 5
I nvest ment property 9,972 9, 564
Property, plant and equi prent 15 22
I nt angi bl e assets 112 136
Total non-current assets 10, 104 9,727
TOTAL ASSETS 26, 901 28, 231
Loans and borrow ngs 305 3,482
Payabl es and deferred i ncone 2,378 3,308
Total current liabilities 2,683 6, 790
Loans and borrow ngs 8, 053 7,217
Total non-current liabilities 8, 053 7,217

Finantsinspektsioon
http://iwww.fi.ee

Page 5/6



TOTAL LI ABILITIES 10, 736 14, 007

Share capital 6,572 6, 299
Unr egi stered share capital 0 273
Share prenium 2,285 2,285
Statutory capital reserve 2,011 2,011
Ret ai ned ear ni ngs 5, 297 3, 356
Total equity attributable to owners of the
par ent 16, 165 14, 224
TOTAL EQUI TY 16, 165 14, 224
TOTAL LI ABILITIES AND EQUI TY 26, 901 28, 231
Tiina Malm
CFO

Arco Vara AS
Phone: +372 614 4630
WWW. ar covar a. com
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