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GROUP CEO S REVI EW

The third quarter of 2021 brought exciting tines in the history of Arco Vara:
not a single apartnment that wouldn't be pre-sold was left, the share price
showed record highs and the new share issue was very successful.

At the nonment, Arco Vara is constructing Kodul ahe Phase |1V and Phase V houses in
Merinetsa. O the 72 apartnents under construction, pre-sales of the last 5
vacant apartnments were just conpleted in the third quarter. The group has thus
guaranteed itself sales revenue of EUR 12 million fromthe Kodul ahe project
until 2022. Construction is on schedul e and within budget.

W are currently tendering for the construction of the next phase of Kodul ahe -
Rannakalda - and we plan to start sales in a few weeks. The Rannakal da
devel opnent consists of 3- and 4-storey apartnent buildings with a total of 108
homes and 5 commercial spaces. Wat makes Rannakal da special is its |ocation
which is as close to the sea as possible, with only the pedestrian wal kway from
Stroomi Beach to Rocca al Mare between the apartment buil dings and the sea. For
the first time, we are also working in this project with Enefit Volt, who within
a pilot project is making it possible to install an electric car charging
station in every parking space - a convenience that has not been possible before
for technical reasons

By the time the report is published, we are also able to share good news from
Bul garia. The design of Botanica Lozen is in full swing and we hope to start
construction in spring 2022. The plan is to build a total of 54 detached houses
in three phases, ranging in size from 270 to 350 m(2). There is a demand for
spaci ous hones in Bulgaria and the |location of Lozen, with its pristine natural
surroundi ngs, is perfect for this.
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I ampleased that over the past year Arco Vara has seen a strong increase in
interest fromboth clients and investors.

Arco Vara decided on 12 August to issue an additional 1,000,000 new shares at a
price of EUR 2.25 per share. The issue was a success given that the vol une of
shares offered was oversubscribed 4.84 tines! At the sanme tinme, a nunber of
ot her share and bond issues were underway and the choice for investors to invest
their noney is growing. This confirnms our earlier belief that people's appetite
to invest is growing and that real ostate devel opnent continues to be attractive
- 6,116 new subscribers participated in the Arco Vara share subscription! The
target of 1,000 new investors was therefore significantly exceeded - the nunber
of Arco Vara sharehol ders has increased by nearly seven tines in the |ast year

For now, we can enjoy the success, but we have not forgotten to secure the back
Arco Vara's equity position is strong and we can look to the future with
confidence to deliver volune and profitability growth to investors.

KEY PERFORMANCE | NDI CATCRS

In @B 2021, the group's revenue was 613 thousand euros, which is 8% nore than
the revenue of 569 thousand euros in @@ 2021. In 9 nonths 2021, the group's
revenue was 11,283 thousand euros, which is 2 tines nore than the revenue of
3,758 thousand euros in 9 nonths 2020.

In @ 2021, the group's operating profit (=EBIT) was 336 thousand euros and net
profit 202 thousand euros (in 9 nonths 2021: operating profit 2,724 thousand
euros and net profit of 2,425 thousand euros). In @ 2020, the group had
operating |loss of 126 thousand euros and net |oss of 228 thousand euros. In 9
nmont hs 2020, the group nade operating profit of 49 thousand euros and net |oss
of 277 thousand euros.

In @@ 2021, final sales were nade only in garages, but in 9 nonths a total of
63 apartnments and a conmercial space were also sold. In @B 2020, 2 apartnents
were sold (17 apartnents and a land plot in Latvia in 9 nonths).

In the 9 nonths of 2021, the group's debt burden (net |oans) increased by 973
thousand euros down to the level of 9,472 thousand euros as of 30 Septenber
2021. As of 30 Septenmber 2021, the weighted average annual interest rate of
interest-bearing liabilities was 5.2% This is an increase of 0.4 percentage
poi nts conpared to 31 Decenber 2020

OPERATI NG REPORT

The revenue of the group totalled 613 thousand euros in @ 2021 (in B
2020: 569 thousand euros,) and 11,283 thousand euros in 9 nonths 2021 (in 9
nmont hs 2020: 3, 758 thousand euros), including revenue from the sale of
properties in the group's own devel opnent projects in the anbunt of 305 thousand
euros in B and 10, 441 thousand euros in 9 nonths 2021 (2020: 337 thousand euros
in B and 3,114 thousand euros in 9 nonths).

Finantsinspektsioon
http://iwww.fi.ee

Page 2/6



Mbost of the other revenue of the group consisted of rental incone from
comrercial and office premises in Madrid Blvd building in Sofia, anobunting to
214 thousand euros in @@ 2021 and 608 thousand euros in 9 nonths (2020: 178

thousand euros in @@ and 488 thousand euros in 9 nonths). By the tinme of
publishing the present report, one office space was vacant, but all comrercia

spaces, together with parking places, were rented out. The free office space
makes 11% of the rented office and retail area.

One commercial space remamins 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 |1l of Kodulahe project, a
residential building with 50 apartnents at Soodi 4. Al apartnments have been
sold and the house has the usage pernit.

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 apartment buildings wll beconme ready for final sale in the
summer of 2022. Al 72 apartnents have been presol d.

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 comercial areas and 108 apartnents,
out of which nany 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 CGa street in Tartu ended, where 4 snaller
apartnment buildings with a total of 30 apartnments were built under the Kodukal da
project nane. In Q@ 2021, Kodukal da houses al so received a usage pernit.

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 apartnments have been sold. As the apartnments were
handed over a year later than promi sed due to bureaucratic obstacles, 2 clients
want conpensation in the total amount 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.

The last vision of the Botanica Lozen project foresees construction of 54 hones
(houses). The expected start time of construction is the spring of 2022. M ni num
construction period is 2 years.

Finantsinspektsioon
http://iwww.fi.ee

Page 3/6



As of 30 Septenber 2021, and the date of this report, 4 Marsili residentia
pl ots remai ned unsold in Latvia.

CONSOL| DATED STATEMENT OF COVPREHENSI VE | NCOVE

I n thousands of euros 9m 2021 9m 2020 B 2021 B 2020
Revenue from sale of own real estate 10, 441 3,114 305 337
Revenue fromrendering of services 842 644 308 232
Total revenue 11, 283 3, 758 613 569
Cost of sales -8,455 -2,981 -277 - 440
G oss profit 2,828 777 336 129
O her income 272 0 250 0
Mar keting and distribution expenses -109 - 66 -44 -9
Adni ni strative expenses - 631 - 654 -230 -239
O her expenses -58 -8 -18 -7
Gai n on revaluation of investnment property 422 0 0 0
perating profit/ 1oss 2,724 49 294 -126
Fi nanci al income and costs -299 - 326 -92 -102
Profit/ | oss before tax 2,425 -277 202 -228
Net profit/ loss for the period 2,425 -277 202 -228

Total conprehensive inconme/ expense for the
peri od 2,425 - 277 202 -228
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Ear ni ngs per share (in euros)

- basic 0.26 -0.083 0.02 -0.083

In thousands of euros 30 Septenber 2021 31 Decenber 2020
Cash and cash equi val ents 1, 358 2,200
Recei vabl es and prepaynents 691 1,344
I nventories 17, 417 14, 960
Total current assets 19, 466 18, 504
Recei vabl es and prepaynents 5 5
I nvest ment property 9, 910 9, 564
Property, plant and equi pnent 160 22
I ntangi bl e assets 99 136
Total non-current assets 10, 174 9, 727
TOTAL ASSETS 29, 640 28, 231
Loans and borrow ngs 727 3,482
Payabl es and deferred incone 2,745 3,308
Total current liabilities 3,472 6, 790
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Loans and borrow ngs 10, 103 7,217

Total non-current liabilities 10, 103 7,217
TOTAL LI ABI LI TIES 13,575 14, 007
Share capital 6, 572 6, 299
Unregi stered share capital 0 273
Share premni um 2,285 2,285
Statutory capital reserve 2,011 2,011
Ret ai ned ear ni ngs 5,197 3, 356
Total equity attributable to owners of the

par ent 16, 065 14, 224
TOTAL EQUI TY 16, 065 14, 224
TOTAL LI ABILITIES AND EQUI TY 29, 640 28, 231
Tiina Mal m

CFO

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