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On 19 June 2020, Harju County Court approved the reorganization plan of AS
Baltika (Baltika). The restructuring advisor needs to submit a report to the
court and the inpacted creditors every six nonths. The first report was
submitted in Decenber 2020. The fourth report is hereby published to all
investors. The data and nunbers in the report refer to Baltika on a stand-al one
basis, not as a Group i.e. the nunbers are not consolidated.

The results of the first four nmonths of 2022 were significantly affected by the
war in Ukraine, which significantly reduced the nunber of store visits
throughout the Baltics in the first weeks of March. In addition, during the
first quarter, the entire Baltics continued to suffer from high a COvID 19
morbidity rate and this offered challenges in ternms of day-to-day operations
and, of course, store visits.

Due to the reorganization proceedings, Baltika has been able to take the
following successful steps in inplenmenting its business strategy - closing nost
of the unprofitable stores and launching the new store concept in three
| ocations. Although Baltika's sales revenue decreased due to the planned cl osure
of unprofitable stores, this is conpensated by the opening of the new concept
stores. Baltika opened new Ivo N kkol o concept stores in March and April in the
Spi ce shopping center in Riga, in the Rotermann Quarter in Tallinn and in the
Ri ga Pl aza shopping center in R ga.

According to the reorganization advisor, Baltika' s financial position has
i mproved because of the approval of the reorganization plan and the
i mpl emrent ati on of reorgani zati on mneasures. Baltika's managenent and the
representative of the nmmjority shareholder have presented the reorganization
advisor a plan to restore equity wthout increasing the share capital. Baltika
confirns that it will be able to successfully fulfil the conmtnents nade in the
reorgani zati on plan and restore the conpany's equity.

Brigitta Kippak
Menber of the Managenent Board
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brigitta. ki ppak@al ti kagroup.com (mailto: brigitta. ki ppak@al ti kagroup. conm

THE REPORT OF THE RECRGANI SATI ON ADVI SOR ON THE FULFI LMENT OF THE REORGANI SATI ON
PLAN

Harju County Court confirmed with 19.06.2020 ruling for civil case 2-20-4688 the
reorgani sation plan of AS Baltika (hereafter Baltika).

In accordance with § 50 of the Reorganisation Act, the reorganisation advisor of
Balti ka hereby presents to the court and creditors the fourth witten report
regarding the fulfilment of the reorganisation plan.

To wverify the fulfilnent of the reorganisation plan and evaluate the financial
situation, the reorganisation advisor has used the audited accounts of Baltika
as at 31.12.2021 and unaudited accounts as at 30.04. 2022

Ful fil ment of the reorgani sation plan

The <clainms of 30 creditors in the total anpount of 12 206 649.74 euros were
transfornmed based on the reorganisation plan. Cains were transforned in two
groups.

Total financial inpact of reduction of clains based on the reorganisation plan
is 5 045 198 euros, which is recorded under other operating revenue in Baltika's
2020 profit and | oss statenent.

Based on the reorganisation plan Baltika had to pay interest on the clainms in
Goup | and starting from June of 2021 start paynents of principal anounts in
Goup |. Baltika has fulfilled this obligation to Smedbank AS. O her creditors
in Goup | have confirned to reorgani sation advisor that they do not require
Baltika to pay in accordance with the reorganisation plan and agree to be paid
| ater.

Based on the reorganisation plan paynents of principal anbunts of clains in
Goup Il have to begin fromthe end of 2021. The conpany has fulfilled this
obligation before 31.12.2021

Balti ka's financial situation

Wthin the first six mnonth after the confirmation of reorganisation plan
Baltika's fi nanci al situation had been positively influenced by both
transformation of the creditors' clains and al so several substantive changes in
Baltika"s operations, as a result of which conpared to the state prior to
reorgani sation, the gross profit of Baltika fromthe sale of goods had inproved
and various operating expenses have reduced (incl rent expenses that fall under
several operating expenses, payroll).

The below table contains the prognosis of 2021 profit and |oss statenent
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presented in the reorganisation plan of Baltika, actual profit and |oss for
2021, the figures for 4 nonths fromthe prognosis (01.01.2022 until 30.04.2022)
and the actual profit and | oss statenent for the four nonths of 2022.

S S [ S S [ S +
[ | Prognosi s 12 nont hs| [ | Act ual 4 |
[ | 2021 in | Actual 12 | Prognosis 4 | nmont hs 2022|
| Thousand euros | reorgani sation plan| nonths 2021| nont hs 2022 | |
S S [ TS S [ TS +
| Revenue [ 17 535] 6 113| 8 944| 1 499]
S S [ TS S [ TS +
| Total revenue [ 17 535] 6 113| 8 944 1 499]
S S [ TS S [ TS +
| Cost of goods sold | 12 202] 5 402] 4 978 1 209|
S S [ TS S [ TS +
| Gross profit | 5 333| 711] 3 966| 290|
S S [ TS S [ TS +
| Goss profit margin]| 30% 12% 44% 19%
S S [ TS S [ TS +
| Vari ous operati ng| | | | |
| expenses [ 2 432] 1 640| 845| 403|
Fom e e e e oo Fom e e e e oo R o e e R +
| Payrol | | 2 267| 2 028| 814| 616]|
Fom e e e e oo Fom e e e e oo R o e e R +
| Depreci ati on, | | | | |
| anorti sation and| | | | |
| i mpai r nent | 162| 56| 65| 39|
Fom e e e e oo Fom e e e e oo R o e e R +
| & her oper ati ng| | | | |
| expense (-) /incone| | | | |
| (+) | -119| 111] 0| -7
Fom e e e e oo Fom e e e e oo R o e e R +
| Operating income (-] | | | |
| I oss) [ 591 -2 902| 2 243 - 774
B B [ TS S [ TS +

Results of 2021 have been significantly affected by restrictions caused by
Covi d-19 pandemic and closure of stores in Lithuania, Latvia and Estonia. Sharp
decline in revenue starting from Decenber 2020 (stores were conpletely closed in
Latvia and Lithuania from Decenber of 2020 and in Estonia from March of 2021
and reopened to visitors in May of 2021 in Lithuania and Estonia and June of
2021 in Latvia), which was partly conpensated by an increase in revenue frome-
channel, meant that during 2021 Baltika's actual revenue, gross profit and
operating profit were considerably Iower than the respective figures presented
in the prognosis in the reorganisation plan.

Revenue, gross profit and operating profit for the four nonths of 2022 were
significantly affected by the follow ng events:
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1. Unpredicted state of war between Russia and Wkrai ne that had an inpact of
the sales of Baltika in the first weeks of March (decline in nunber of
visitors to stores). The strongest inpact was experienced in the Lithuanian
mar ket where visitor nunbers began to decline fromthe second hal f of
February (local nedia was covering the threat of potential war). By the end
of March the situation in the Baltics had stabilised and visitor nunbers
started to recover gradually.

2. Al Baltic countries experienced high rates of COVID- 19 cases in the first
quarter of 2022, which inpacted negatively on the visits to stores and al so
presented chal |l enges to everyday nmanagenent of stores' operations, due to
which quality of service also declined and i npacted on sal es negatively.

3. Decline in revenue resulted from pl anned cl osure of |oss maki ng stores:

a. In January of 2022 three stores were closed in Estonia:

i. Narva Fama
ii. Parnu Kaubamaj akas
iii. Tallinn Viru Centre

b. In March of 2022 two npbre stores were cl osed:

i. In Nautica centre in Tallinn
ii. In Spice trade centre in Riga

c. In April of 2022 the outlet store in Tallinn was cl osed

In Estonia, which is the market with the largest nunber of stores, closure of
| oss making stores is planned to continue until July of 2022

Decline in revenue wll be conpensated by opening of three new Ivo Nikkole
concept stores:

a. 17.03.2022 in Spice trade centre in Riga
b. 28.03.2022 in Rotermann quarter in Tallinn
c. 6.4.2022 in Riga Plaza trade centre in Riga

The actual cunulative profit and loss for 28 nonths from1 January 2020 to 30
April 2022, the period which reflects the effect of reorganisation plan and
closure of stores due to COVID 19, shows that cunulatively both actual total
revenue and total operating profit are significantly |ower than foreseen on the
reorgani sati on plan (see tabl e bel ow).

o e e e e e e e o e e e e e e e e e e e o oo o e e e e e e e e e oo - +
[ | Prognosi s in reorgani sation| [
| | pl an for| Actual for 28 nonths|
| Thousand euros | 28 months till 30.04.2022] till 30.04.2022

o e e e e e e e o e e e e e e e e e e e o oo o e e e e e e e e e oo - +
| Revenue [ 38 779 17 503|
o e e e e e e e o e e e e e e e e e e e o oo o e e e e e e e e e oo - +
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| Total revenue [ 38 779 17 503|

o m e e e e e i oo - oo e e e e e i o e e e e e oo +
| Cost of goods sold [ 28 482] 15 190|
o m e e e e e i oo - oo e e e e e i o e e e e e oo +
| Goss profit [ 10 297| 2 313

o m e e e e e i oo - oo e e e e e i o e e e e e e oo +
| Goss profit margin [ 27% 13%
o m e e e e e i oo - oo e e e e e i o e e e e e e oo +
| Vari ous operating expenses| 6 121| 4 182

o m e e e e e i oo - oo e e e e e i o e e e e e e oo +
| Payrol | | 6 614| 5 221

o m e e e e e i oo - oo e e e e e i o e e e e e e oo +
| Depreciation, anortisation| [ [
| and i npai r ment | 364| 176

o m e e e e e e e e oo T o e e e e e e e e ao oo +
| & her operating expense (-] | |
|) /incone (+) [ 3 776| 3 851

o m e e e e e i oo - oo e e e e e i o e e e e e e oo +
| Operating income (-loss) | 974 -3 415]|
o m e e e e e i oo - oo e e e e e i o e e e e e e oo +

The conparison between actual profit and [oss for 28 nonths and prognosis nade
whil e conpiling reorgani sation plan shows that actual various operating expenses
and payroll expenses are lower than in prognosis. Therefore, the deficit of
operating profit can be explained by |ower revenue and gross profit, which in
turn is caused by the circunstances described above (closed stores, |ow visitor
nunber due to high rates of Covid cases, and war in Ukraine).

For the fulfilment of the reorganisation plan it is inportant that Baltika's
future financial results, considering the worsening in 2021 and the first half
of 2022, are such that they allow repaynent of creditors' clains in accordance
with the ternms of the reorganisation plan. According to explanations provided to
reorgani sation advisor by Baltika's nmanagenent, Baltika's financial results and
cash flows would be sufficient for that purpose.

The nunber of Baltika' s enployees reduced from 112 as at the end of March 2020
to 58 as at 31.10.2020 and 39 as at 30.04. 2022

Baltika's shareholders' equity is EUR -821 thousand as at 30.04.2022. Baltika's
consolidated equity as per audited annual financial statenents for the year
ended 31.12.2021 is also not neeting the requirements of the Commercial Code of
Estonia (as of year-end equity anmounts to EUR312 thousand, according to the first
quarter interimreport as of 31.03.2022 equity decreases to EUR-1, 033 thousand).
In the Managenent Report for 2021 the managenent states that a detailed plan for
restoring sufficient equity |evel would be discussed at the next general meeting
of sharehol ders, which has not yet taken place by the date of this report.

As at 30.04.2022 Baltika had overdue payables to suppliers in the anmount of EUR369
thousand, of which EURL138 thousand have not been paid as of the date of this
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report, of the later anobunt majority is fornmed by a supplier invoice disputed

due to quality problens. Baltika' s free cash (unused bank overdraft) bal ance as

of 30 April 2022 is EUR738 thousand. Conpany's current receivables anobunt to
EUR2 494 thousand and current liabilities to EURL 724 thousand. Therefore there are
currently no indications of liquidity problens.

Based on the above, the reorganisation advisor is of the opinion that as a
result of confirm ng of the reorganisation plan and inplenmenting the
reorgani sation neasures Baltika s financial situation has inproved. Baltika has
fol |l owed in its operations the reorganisation plan and fulfilled the
reorgani sation neasures. Due to worsening of financial perfornmance fromthe end
of 2020, Baltika's equity as of 30 April 2022 has becone negative, which
indicates that uncertainty exists that nmay cast doubt upon Baltika's ability to
continue as a going concern. Baltika's managenment and a representative of
majority shareholder have presented reorganisation advisor with a plan that
would result in restoring the equity wthout a share capital increase, but
reorganisation advisor is not in a position to disclose details of this plan.
Restoring of equity to the level prescribed by the Comrercial Code is thus
dependent on realisation of the aforenentioned plan or nay alternatively be
achi eved by decision of the general neeting of sharehol ders' to raise additiona

share capital. Assumng one of these alternatives materialises, fulfilling the
reorgani sation plan, including paying the creditors' clains in the period set
out in reorganisation plan is still realistic.

The reorganisation advisor confirns, that he has forwarded this report in
addition to the court also to all the creditors that are inpacted by
reor gani sati on.

In Tallinn, on 17 June, 2022

Artur Suits
Reor gani sati on advi sor of Aktsiaselts Baltika

Digitally signed
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