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GROUP CEO S REVI EW

For Arco Vara, the first quarter will be characterized by the phrase that the
desire to increase developnment volunmes does not have to be just a dream W
started the preparation of a detailed plan in Tallinn on approxi mtely 75, 000
square neters, of which 69,500 m(2 )is |located by Lake Harku and 5,500 n(2) in
t he Kodul ahe area. More on both bel ow.

In the first three months of 2021, Arco Vara earned a profit fromconpleting the

final sales of |ztok Parkside, Stage Ill of Kodul ahe and Kodukal da. In the case
of the first two in the list, all apartnents have been sold by the tinme of
submitting the report, 3 apartnments are still available in Kodukal da

devel opment .

More Arco Vara brand licence fees were earned in the first quarter than had been
expected, but rental income fromthe Madrid BLVD building in Bul garia was al nost
9% | ower than planned - due to the ongoing Covid-19 restrictions and short-term
vacancy on the retail space. Today, 100% occupancy has been reached agai n, which
provi des security for rental incone for future periods.

Qperating in Tallinn, we are unexpectedly in a time when the demand for
residential real estate exceeds the supply, but at the same tinme the delivery
times of construction naterials have become longer and the prices of
construction materials have risen. For Kodulahe IV and V, alnost 75% of the
apartments have al ready been covered with prelimnary contracts, i.e.
approximately 9 mllion euros in sales revenue for 2022. However, the successful
construction process of Kodulahe Stages IV and V nmay present a short-term
chal | enge.

It may al so be a challenge to start the construction of the VI Stage of Kodul ahe
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at the right tinme, as the building permt is expected in June 2021 and a
favourabl e process would enable sales revenue of 24 million euros in 2023. In
the first quarter of 2021, we started preparing new detailed plans in Tallinn

the first of which is located in Arco Vara's well-known Kodul ahe area, at Sood

6. According to the current conprehensive plan, we estimte the gross vol une of
t he devel opnent to be 6,500 m(2) and expect sales revenue of 14 million euros in
2024.

The nost long-termone of the new detailed plans, at Paldiski road 124b, covers
an area of approximately 7 hectares, where we plan to develop nore than 450
hones. The expected start of construction of the first stage of the project wll
be in 2023 and the conpletion of the entire project wll be in 2027, and we
currently estimate the sales revenue of the entire project to be at 70 mllion
eur os.

The Bulgarian real estate nmarket is significantly calnmer: it 1is affected by
caution in difficult times of health care and national elections. The nain tasks
in Bulgaria are the successful nmanagenent of the Madrid BLVD building and the
start of the developnment of a new residential project already this year

In summary, at the beginning of 2021, we have secured a significant devel opnent
volume in Estonia for the next 5 years, but the goal is also to achieve regul ar
and stabl e housi ng devel opnent al so in Bul gari a.

KEY PERFORMANCE | NDI CATORS

In QL 2021, the group's revenue was 9,166 thousand euros, which is 4.1 tines
hi gher than the revenue of 2,238 thousand euros in QL 2020.

In QL 2021, the group's operating profit (=EBIT) was 1,809 thousand euros and
net profit 1,700 thousand euros. In QL 2020, the group had operating profit of
133 thousand euros and net profit of 20 thousand euros.

In QL 2021, 58 apartnents were sold in projects developed by the group (in QL
2020: 10 apartnments).

In the QL of 2021, the group's debt burden (net 1|oans) decreased by 6,687
t housand euros down to the level of 1,812 thousand euros as of 31 March 2021. As
of 31 March 2021, the weighted average annual interest rate of interest-bearing
liabilities was 5.2% This is an increase of 0.4% conpared to 31 Decenber 2020.

OPERATI NG REPCRT

The revenue of the group totaled 9,166 thousand euros in QL 2021 (in QL
2020: 2,238 thousand -euros), including revenue fromthe sale of properties in
the group's own devel oprent projects in the anpunt of 8,902 thousand euros in QL

2021 (in QL 2020: 1,995 thousand euros).

Mbst of the other revenue of the group consisted of rental and property
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managenent services inconme from commercial and office premses in Madrid Bl vd
building in Sofia, amounting to 194 thousand euros in QL 2021 (in QL 2020: 182
thousand euros). By the tine of publishing the present report, all office and
comrer ci al spaces, together with parking places, were rented out.

Conmercial space remmins unsold in Stage Il of Kodul ahe project. The house
received a usage pernit in 2020.
In 4 2020, construction finished in Stage 11l of Kodulahe project, a

residential building with 50 apartnents at Soodi 4 in Merinetsa district in
Tallinn. By the publishing date of the interimreport, all apartnents have been
sol d and the house has the usage pernit.

At the end of 2020, the joint construction of Stages |V and V of Kodul ahe
started. Two 36-apartment residential buildings at Pagi 3 and Pagi 5 in
Merinetsa are under construction. The apartnent buildings will beconme ready for
final sale in about 1,5 years. By the publishing date of the annual report, 52
apartnents of total 72 have been presold and 13 booked.

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 and 113 apartnents, out of which many have
sea view The apartnment buildings will become ready in about 2 years after the
construction begins.

In & 2020, sale started of Oa street plots in Tartu, where of 4 snaller
apartment buildings are built under Kodukal da project name. By the publishing
time of the interimreport, 27 apartnents have been sold out of 30.

In lztok Parkside project in Sofia, the magjority of final sales of apartnents
started in Decenmber 2020, after receiving a usage pernmt. By the publishing date
of the interimreport, all apartnents have been sold. |ztok project consisted of
three apartment buildings with a total of 67 apartnments. As the apartnents were
handed over a year |ater than prom sed due to bureaucratic obstacles, 2 clients
want conpensation in the total anobunt 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 fornmed for this purpose.

Bot ani ca 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 project foresees construction of 179 hones (apartnents and houses),
comrer ci al spaces and a ki ndergarten. M ni mum expected construction period is 2
years.

As of 31 March 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

I n thousands of euros 3m 2021 3m 2020
Revenue from sale of own real estate 8,902 1,995
Revenue fromrendering of services 264 243
Total revenue 9, 166 2,238
Cost of sales -7,119 -1, 827
G oss profit 2,047 411
O her incone 10 0
Mar keting and distribution expenses -35 -42
Adm ni strative expenses -184 -236
O her expenses -29 0
Qperating profit 1, 809 133
Fi nance costs -109 -113
Profit before tax 1,700 20
Net profit for the period 1, 700 20

attributable to owners of the parent 1, 700 20
Total conprehensive incone for the period 1, 700 20

attributable to owners of the parent 1, 700 20
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Ear ni ngs per share (in euros)
- basic 0.19 0.00

- diluted 0.18 0.00

I n thousands of euros 31 March 2021 31 Decenber 2020
Cash and cash equi val ents 5,872 2,200
Recei vabl es and prepaynents 679 1,344
I nventories 11, 248 14, 960
Total current assets 17,799 18, 504
Recei vabl es and prepaynents 104 5
I nvest ment property 9, 550 9, 564
Property, plant and equi pnent 20 22
I ntangi bl e assets 124 136
Total non-current assets 9,798 9,727
TOTAL ASSETS 27,597 28,231
Loans and borrow ngs 553 3,482
Payabl es and deferred incone 3,989 3,308
Total current liabilities 4,542 6, 790
Loans and borrow ngs 7,131 7,217
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Total non-current liabilities 7,131 7,217

TOTAL LI ABI LI TIES 11, 673 14, 007
Share capital 6, 299 6, 299
Unregi stered share capital 273 273
Share prem um 2,285 2,285
Statutory capital reserve 2,011 2,011
Ret ai ned ear ni ngs 5, 056 3, 356
TOTAL EQUI TY 15,924 14, 224
TOTAL LI ABILITIES AND EQUI TY 27, 597 28, 231

Tiina Malm

CFO

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