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Currency

Title 2023 Il quarter and 6 months consolidated interim report (unaudited)

The dynanmics of the construction market reflect the ongoing economic downturn
and wuncertainty about the future. Although the increase in the construction
price index slowed in the second quarter of this year and the construction price
index fell by 0.5%conpared to the first quarter of 2023, no significant change
in demand can be observed in the construction market. Loan interest rates have
not stabilized due to the increase in Euribor so far, and this also affects the
decisions of «clients. Public orders have not vyet recovered to their usua
vol ume, nmany ongoi ng procurenents are in a frozen state and there are no signs
of a reversal in this trend yet. On the side of private custoners, however, we
see optimsmand a will to find ways to realize their business plans in order to
energe fromtoday's econonic situation as a w nner.

The group's sales revenue for the first half of 2023 anpbunted to EUR123, 819
t housand, a decrease of approximtely 17% conpared to the sane period | ast year

Sal es revenue decreased in both segnents, 19%in the Buil dings segnment and 4%in
the |Infrastructure segnent. The decrease in sales revenue in both segnents is
expected and is due to the decline in construction volunes in the nmarket, as
well as the 2022 group's historically record sal es revenue.

The gross profit of the Nordecon group in the first half of 2023 was EUR4, 731
t housand. Conpared to the same period | ast year, the group's gross profitability
has inproved, anmounting to 3.8%in the first half of the year (HL 2022: 2.1%
and 4.5%in the second quarter (@@ 2022: 2.5% . Both segnents were profitable in
the first half of the year as well as in the second quarter, and profitability

i mproved significantly conpared to the sane period in 2022.

The group has been successful in signing new contracts in the first half of this
year. In total, new contracts worth EUR208,460 thousand were signed, including
EUR123,530 thousand in the Il quarter. As of 30 June 2023, the volune of the
group's order book was EUR256, 328 thousand, which conpared to the sanme period | ast
year has increased by 16%
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Condensed consolidated interimstatenent of financial position

EUR 000 30 June 2023 31 Decenber 2022

Current assets

Cash and cash equival ents 8, 369 7,238
Trade and ot her receivables 54,734 48, 084
Pr epaynent s 5,514 6, 728
I nventories 28, 880 25, 454
Total current assets 97, 497 87,504

Non-current assets

O her investnents 76 76
Trade and ot her receivables 8, 957 8, 604
I nvest ment property 5, 547 8, 347
Property, plant and equi prent 16,774 17, 669
I nt angi bl e assets 15, 152 15, 134
Total non-current assets 46, 506 49, 830
TOTAL ASSETS 144,003 137,334
LI ABI LI TI ES

Current liabilities

Bor r owi ngs 16, 701 17,193
Trade payabl es 69, 420 65, 144
O her payabl es 7,034 8,324
Def erred i ncone 14,726 6, 996
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Pr ovi si ons

Total current liabilities

Non-current liabilities

Bor r owi ngs

Trade payabl es

Provi si ons

liabilities

Tot al non-current

TOTAL LI ABILITIES

EQUI TY

Share capital

Oown (treasury) shares
Share prenm um
Statutory capital reserve
Transl ation reserve

Ret ai ned ear ni ngs

Tot al
par ent

Non-controlling interests
TOTAL EQUITY

TOTAL LI ABILITIES AND EQUI TY

equity attributable to owners of the

1,160

109, 041

5, 767
2,080
2, 546
10, 393

119, 434

14, 379
(660)

635
2, 554
3,570

198

20, 676
3, 893
24, 569

144, 003

Condensed consolidated interim statenent of conprehensive incone

EUR 000

HL 2023 @ 2023

H1 2022 @ 2022

1, 288

98, 945

6, 311
2,769
2,049
11, 129

110, 074

14, 379
(660)

635
2, 554
3,316

2,691

22,915
4, 345
27, 260

137, 334

2022

Revenue

Cost of sales
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123, 819 76, 166

149,256 80, 803

322, 860

(119, 088) (72, 757) (146,075) (78,769) (314, 365)
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Gross profit

Mar keting and distribution
expenses

Admi ni strative expenses
O her operating incone
O her operating expenses

Operating profit

Fi nance i ncone
Fi nance costs

Net finance incone (costs)

Profit (loss) before inconme
tax

I ncome tax expense

Profit (loss) for the period

O her conprehensi ve incone
(expense)

Itens that may be reclassified
subsequently to

profit or loss

Exchange differences on
transl ating foreign operations

Total other conprehensive
i ncone (expense)

TOTAL COVPREHENSI VE | NCOVE
( EXPENSE)
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4,731

(317)
(3, 852)
313
(202)

673

145
(1,812)

(1, 667)

(994)
(596)

(1, 590)

254

254

(1, 336)

3, 409

(181)
(1,982)
201
(169)

1,278

71
(912)

(841)

437
(353)

84

85

85

169
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3,181 2,034

(186) (115)

(3,118) (1,513)

1, 856 103
(276) (2)
1, 457 507
146 79
(1,377) (43)
(1, 231) 36
226 543

(200) (200)

26 343

(259) (413)

(259) (413)

(233) (70)

8,495

(490)
(7,287)
2,049
(462)

2,305

258
(3, 740)

(3, 482)

(1,177)
(264)

(1, 441)

1, 368

1, 368

(73)




Profit (loss) attributable to:

- Omers of the parent (2,493) (619) (928) (10) (3,650)
- Non-controlling interests 903 703 954 353 2,209
Profit (loss) for the period (1, 590) 84 26 343 (1, 441)

Conpr ehensi ve i ncone (expense)
attributable to:

- Omers of the parent (2,239) (534) (1, 187) (423) (2,282)
- Non-controlling interests 903 703 954 353 2,209

Conpr ehensi ve i ncone (expense)
for the period (1, 336) 169 (233) (70) (73)

Ear ni ngs per share

attributable to owners of the

parent:

Basi ¢ earnings per share (EUR) (0.08) (0.02) (0.03) (0.00) (0.12)
Di |l uted earnings per share (EUR) (0.08) (0.02) (0.03) (0.00) (0.12)

Condensed consolidated interimstatenent of cash flows

EUR 000 H1 2023 H1 2022

Cash flows fromoperating activities

Cash receipts from customers 157, 087 177, 608
Cash paid to suppliers (133, 900) (162, 328)
VAT pai d (5, 531) (4, 447)
Cash paid to and for enpl oyees (12, 640) (12, 476)
I ncome tax paid (687) (312)
Net operating cash 4,329 (1, 955)
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Cash flows frominvesting activities

Acqui sition of PP&E (185) (97)
Proceeds from sal e of PP&E 291 322
Acqui sition of intangible assets 0 0
Loans provi ded (524) (9)
Repaynent s of | oans provided 10 11
Di vi dends recei ved 12 6
I nterest received 9 6
Net investing cash (387) 239

Cash flows fromfinancing activities

Proceeds from | oans received 1, 242 1,870
Repaynents of | oans received (650) (1, 605)
Lease paynents nade (1, 447) (1, 790)
Interest paid (601) (428)
Di vi dends pai d (1, 355) (391)
O her paynents nade 0 (4)
Net financing cash (2,811) (2,348)
Net cash fl ow 1,131 (4, 064)
Cash at begi nning of period 7,238 9,031
Change in cash and cash equival ents 1,131 (4, 064)
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Cash at end of period 8, 369 4,967
Fi nanci al review
Fi nanci al perfornmance

Nor decon ended the first half of 2023 with a gross profit of EUR4, 731 thousand (HL
2022: EUR3,181 thousand). Profitability inproved year on year wth the group's
gross marginrising to 3.8%for the half-year (HL 2022: 2.1% and 4.5%for the
second quarter (@ 2022: 2.5% . Both operating segnents earned a profit in both
the second quarter and the first half year and inproved their profitability
significantly. The gross margin of the Buildings segnent was 5.0% for the half-
year and 4.9%for the second quarter (HlL 2022: 3.8%and @ 2022: 3.4%. The
gross margins of the Infrastructure segnent were lower: 0.1%for the half-year
and 4.5% for the second quarter (Hl 2022: (6.4)% and Q2 2022: (0.3)%.

The group's administrative expenses for the period were EUR3, 852 thousand.
Conpared with a year earlier, admnistrative expenses grew by around 24% (H1L
2022: EUR3, 118 thousand) due to growth in staff costs. The ratio of administrative
expenses to revenue (12 nonths rolling) increased year on year, rising to 2. 7%
(H1L 2022: 2.09%.

The group earned an operating profit of EUR673 thousand in the first half of 2023
(H1 2022: EUR1, 457 thousand). EBITDA for the period was EUR2, 405 thousand (Hl 2022:
EUR3, 158 thousand). The operating profit and EBITDA for the conparative period
were influenced by other incone of EURL 560 thousand, recognised after the
approval of the restructuring plan of Swencn AB according to which the clains of
the entity's creditors were to be settled to the extent of 25%

The group's finance inconme and costs are affected by exchange rate fluctuations
in the group's foreign narkets. During the period, the Ukrainian hryvnia
weakened against the euro by around 2. 6% and the Swedi sh krona weakened agai nst
the euro by around 5.8% The translation of the |loans provided to the group's
Ukrai nian and Swedi sh subsidiaries in euros into the local currencies gave rise
to a net exchange loss of EUR241 thousand (H1L 2022: EUR2 thousand). The group's
finance costs also grew due to the rise in interest rates

The group ended the period wth a net loss of EURL 590 thousand (Hl 2022: a net
profit of EUR26 thousand). The net loss attributable to owners of the parent,
Nor decon AS, was EUR2, 493 thousand (Hl 2022: a net |oss of EUR928 thousand).

Cash fl ows

Qperating activities in the first half of 2023 produced a net cash inflow of
EUR4, 329 t housand (Hl 2022: an outflow of EURL, 955 thousand). Operating cash flowis
strongly influenced by the fact that the contracts signed with nost public and
private sector customers do not require themto nake advance paynents while the
group has to nake prepaynents to subcontractors and nmaterials suppliers. Cash
inflow is also reduced by contractual retentions, which extend fromb5 to 10% of

the contract price and are released at the end of the construction period only.
Investing activities of the period resulted in a net cash outflow of EUR387
thousand (Hl 2022: an inflow of EUR239 thousand). Investnents in property, plant
and equi prent anmobunted to EUR185 thousand (H1 2022: EUR97 thousand) and proceeds
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from the sale of property, plant and equipnent anounted to EUR291 thousand (HL
2022: EUR322 thousand). Loans provided anounted to EUR524 thousand (Hl1 2022: EUR9
t housand) .

Financing activities for the half year generated a net cash outflow of EUR2, 811
thousand (Hl 2022: an outflow of EUR2, 348 thousand). Loans received anounted to
EUR1, 242 thousand, consisting of the use overdrafts and developnment |[oans (Hl
2022: EUR1, 870 thousand). Repaynents of |oans received were EUR650 thousand (HL
2022: EUR1, 605 thousand), consisting of regular repaynents of |ong-terminvestnent
and devel opnent |oans. Lease paynents were EURL, 447 thousand (Hl 2022: EURL, 790
thousand). Dividends paid in the first half of 2023 amounted to EURL, 355 t housand
(H1 2022: EUR391 thousand).

The group's cash and cash equivalents at 30 June 2023 anounted to EURS, 369

t housand (30 June 2022: EUR4, 967 t housand).

Key financial figures and ratios

Figurel/ratio H1 2023 H1L 2022 H1 2021 2022
Revenue ( EUR 000) 123, 819 149, 256 117, 966 322, 860
Revenue change (17) % 27% (14) % 11. 9%
Net profit (loss) (EUR 000) (1, 590) 26 (2,390) (1, 441)
Net profit (1 oss)

attributable to owners of

t he parent (EUR 000) (2,493) (928) (2,148) (3,650)
Wei ghted average nunber of

shares 31,528,585 31,528,585 31,528,585 31,528,585
Ear ni ngs per share (EUR) (0.08) (0.03) (0.07) (0.12)
Admini strative expenses to

revenue 3.1% 2.1% 2.4% 2.3%
Adm nistrative expenses to

revenue (rolling) 2. 7% 2. 0% 2.2% 2.3%
EBI TDA ( EUR 000) 2, 405 3,158 92 5, 766
EBI TDA margi n 1.9% 2.1% 0.1% 1.8%
Gross margin 3.8% 2. 1% 1. 1% 2.6%
Operating nmargin 0. 5% 1. 0% (1.4)% 0. 7%

Operating margin excluding
gain on non-current asset
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sal es 0. 4% 0. 9% (1.4)% 0. 6%

Net margin (1.3)% 0. 0% (2.0)% (0. 4) %
Return on invested capital (1.0)% 1.2% (2.1)% (0.5)%
Return on equity (6.1)% 0.1% (6.9)% (5.2)%
Equity ratio 17. 1% 18. 2% 22. 6% 19. 8%
Return on assets (1.1)% 0. 0% (1.7)% (1.1)%
Geari ng 30. 0% 37. 2% 31. 4% 32. 0%
Current ratio 0.89 0.91 0.97 0.88

30 June 2023 30 June 2022 30 June 2021 31 Dec 2022

Or der book
(EUR 000) 256, 328 220, 687 269, 448 149, 799

Per f ormance by geographi cal market

The revenue contribution of foreign markets has renmined nore or |ess stable
compared with the sane period last year. |In the first half of 2023, revenue
earned outside Estonia, i.e. in Finland and Wkraine, accounted for 2% of the
group's total revenue. Despite the war, Nordecon's construction volunmes in
Ukrai ne have increased year on year. W have secured a nunber of small-scale
projects and in June we conpleted and delivered on tinme a nodul ar ki ndergarten
with a bonb shelter in the city of Ovruch. Finnish revenues, which include
mai nly subcontracting revenue from the provision of concrete works, have
decreased. Nordecon did not generate any revenue and had no ongoi ng construction
contracts in the Swedish market. Nor did the group generate any revenue in
Latvia and Lithuania, where we operate on a project basis.

H1 2023 H1 2022 H1 2021 2022

Estoni a 98% 97% 96% 96%
Fi nl and 1% 1% 3% 2%
Ukr ai ne 1% 0% 1% 0%
Latvia 0% 2% 0% 1%
Li t huani a 0% 0% 0% 1%

Per f ormance by business |ine
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Segnent revenues

Qur targets include maintaining the revenues of our two main operating segments
(Buildings and Infrastructure) in balance, if this is permtted by market
conditions, because this helps diversify risks and provides better opportunities
to continue construction operations in nore challenging market conditions where
the volunmes of one subsegnent may decline sharply while the volunes of another
may begin growing nore rapidly.

The group's revenue for the first half of 2023 was EUR123, 819 thousand, roughly
17%less than in the sanme period l|ast year, when the figure was EURL149, 256
t housand. The Buil di ngs segnent generated revenue of EURL03,970 thousand and the
Infrastructure segnment revenue of EURL9, 822 thousand. The corresponding figures
for the same period in 2022 were EUR128, 430 t housand and EUR20, 703 t housand. Revenue
declined by 19%in the Buildings segment and 4%in the Infrastructure segnent.
The decrease in both segnents was expected and is attributable to narket
contraction. Al though the group was successful in wnning new contracts in the
first half of 2023, these did not yet affect revenue for the period. The steep
fall in the revenue of the Infrastructure segnent to its practically | owest-ever
level is directly related to <cutbacks in the investnents of the |argest
custoner, the Transport Adm nistration. This is counterbal anced to sone extent
by the group's success in securing renewable energy projects: the construction
of wind farns accounts for an increasing share of the revenue of the

I nfrastructure segnent.

Revenue by operating segnent H1 2023 H1 2022 H1 2021 2022
Bui | di ngs 84% 84% 78% 81%
Infrastructure 16% 16% 22% 19%

Subsegnent revenues

In the Buildings segnent, the half-year revenues of all subsegnents decreased
conpared wth the sane period in 2022. The largest revenue contributors are

still the public buildings and the apartnent buildings subsegnents whose
revenues decreased less. The revenues of the comrercial buildings and the
i ndustri al and war ehouse facilities subsegnent s, however, contracted

significantly, falling by 46% and 23% year on year, respectively.

The period's largest projects in the public buildings subsegnment were the
construction of the main building of the Estonian Internal Security Service in
Tallinn, the design and construction of storage facilities and utility networks
for the Centre for Defence Investnment in Harju county, the construction of the
bui l ding and outdoor prenises of the Karlsson kindergarten in Viljandi and the
construction of the Viljandi Rescue Station

The apartnment buildings subsegnment earns nost of its revenue from the
construction of apartnent buildings for third parties. During the period, the
| argest projects of this kind were the design and construction of the Luccaranna
and the Kastani kodu housing estates near Tallinn. Revenue generated by the
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group's own devel opnent operations decreased, anounting to EUR5,510 thousand (Hl
2022: EURG, 335 thousand). Nordecon continues the devel opnent of the Misavahe Kodu
(https://noi savahe.ee) housing estate and the construction of the Enmgjde
Resi dents (https://emjoeresidents.ee) housing estate, which is situated near
the city centre on the bank of the river Emgj6gi (both in Tartu). The group is
al so naking preparations for the construction of an apartnment building in the
Ki vi mae Suda devel opnent in t he N6 mre district in Tal linn
(https://ww. ki vi maesuda. ee/en) and noving on with the design of the Seileri
Kvartal housing estate in Parnu (https://seileri.ee/en). In carrying out our own
devel opment activities, we «carefully nonitor potential risks in the housing
devel opnent narket .

The | ar gest proj ects in the commercial buildings subsegnment were the
construction of the commercial and residential conplex Vektor and the Ahtri 4
office building in Tallinn, the design and construction of the Mnniku
commercial building in the Kandi kil a district in Tartu, and the construction of

a bi ophar naceuti cal s manuf act uri ng facility for Ilcosagen AS in Kanbja
muni ci pality.

The largest projects wunder construction in the industrial and warehouse
facilities subsegnent are a production facility for E-Piimin Paide and a
production and office building for Harju El ekter AS in Hilru, near Tallinn

Bui | di ngs segnent H1 2023 H1 2022 H1 2021 2022
CPublic buildings 336 28% 30%  30%
Apartment buil di ngs 31% 30% 30% 28%
Conmrer ci al bui | di ngs 25% 26% 31% 24%
I ndustrial and warehouse facilities 11% 16% 9% 18%
In the Infrastructure segnment, the |largest revenue contributor is still road

construction and nmmi ntenance although its revenue has decreased year on year by
roughly 25% During the period, a major share of the subsegnent's revenue
resulted fromthe construction of the Tagadi ecoduct on the Rail Baltica route,
t he construction of t he Neanur me- Pi kknur ne 2+1 road section of the
Tal | i nn-Tartu-Véru-Luhamaa road in Jdgeva county and the reconstruction of the
Hageri-Kohila road section in Harju county. The group al so continues to deliver
road nai ntenance services in Jarva county.

The revenue contribution of the other engineering subsegnment, which is currently
generating nost of its revenue from the construction of three wind farns
(Saarde, Tootsi-Sopi and Aidu) in Estonia, increased year on year. The revenue
of the environnmental engineering subsegnent cane from design and construction
works for the elinmnation of residual pollution fromthe Erra river and the
Kividli ditch.

Infrastructure segment H1 2023 H1 2022 H1 2021 2022

Road constructi on and nmai nt enance 65% 81% 86% 75%
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O her engi neering 20% 14% 4% 20%

Envi ronment al engi neering 15% 0% 5% 0%
Speci al i st engi neering 0% 5% 5% 5%
O der book

The group's order book (backlog of contracts signed but not yet perfornmed) stood
at EUR256, 328 thousand at 30 June 2023, reflecting 16% growth conpared to the sane
period | ast year. The group signed new contracts of EUR208, 460 thousand during the
hal f year (HL 2022: EUR89, 661 t housand), of which contracts of EUR123, 530 thousand
were signed in the second quarter (@ 2022: EUR26,494 thousand). The surge in
materials prices and the uptrend in interest rates due to the rise in EURI BOR
have made developnent projects significantly nore expensive and caused the
post ponenent of new projects. The volunme of investnments nmade by the Transport
Admi ni stration has decreased sharply and this has had a direct inpact on the
size of the order book of the Infrastructure segnent. The vol une of procurenents
for the Rail Baltica project has increased and will partly counterbal ance the
decline in the investnents of the Transport Admnistration. While public

i nvestments in the buildings construction segnment have also decreased,
investnments in national defence infrastructure are going to increase according
to currently available information and this is a subsegnent where Nordecon has
traditionally been very successful

30 June 2023 30 June 2022 30 June 2021 31 Dec 2022

O der book (EUR 000) 256, 328 220, 687 269, 448 149, 799

The proportions of the two main operating segnents in the group's order book
have renained largely the sane with the Buil dings segnment accounting for 80% and
the Infrastructure segment for 20% of the total order book (30 June 2022: 85%
and 15% respectively). The order book of the Buildings segnent increased by 9%
whil e the order book of the Infrastructure segnent grew by 54% conpared with 30

June 2022. Gcowh in the order book of the Infrastructure segnent was driven by
t he ot her engi neering subsegnent, which has secured nostly wnd farm
construction contracts.

Larger contracts secured in the second quarter include:

* the reconstruction of the Hageri-Kohila section on kilonetres 8.7-16.0 of
nati onal road no. 11220 Kernu-Kohila with an approxi nate cost of EUR3, 460
t housand;

* the construction of wind turbine foundations for the Aidu wind farmin |da-
Viru county, Liganuse nmunicipality, with an approxi mate cost of EURS5, 000
t housand;

* the construction of four terraced houses with 36 apartnments in the
Laaneserva housing estate in Viinsi nunicipality with an approxi mate cost of
EURG, 800 t housand;
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* the construction of a new school building with a sports facility for Saku
Upper Secondary School with an approximate cost of EUR24, 100 thousand;

* the design and construction of storage facilities for the Centre for Defence
Investment in Harju county with an approxi mate cost of EUR8, 400 thousand;

* the construction of an office building for the Centre for Defence |nvestnent
in Tallinn, with an approxi mate cost of EURL3, 000 thousand;

* the design and construction of a comrercial and residential building to be
built on the corner of Volta and Kopli streets in Tallinn - the second stage
of a new business quarter - with an approxi mate cost of EUR51, 000 thousand;

* the construction of office and production facilities at Vana-Narva mmt 10 in
Maar du, with an approxi mate cost of EUR7, 400 thousand.

Based on the size of the group's order book, including the share of work to be
performed in 2023 and 2024, and the overall situation in the construction
mar ket, managenent forecasts that in 2023 the group's revenue will decrease
compared w th 2022. Increasing conpetition and cost inflation, particularly the
growth in labour costs, will continue to drive up input prices, which will keep
profit margins under pressure. In an environnent of stiff conpetition, we wll
avoid taking unjustified risks whose realisation in the contract perfornmance
phase would have an adverse inpact on the group's results. Qur focus renai ns on
cost control as well as pre-construction and design activities, where we can
depl oy our professional conpetitive advantages.

Peopl e

Enpl oyees and staff costs

The group's average nunber of enployees in the first half of 2023 was 572
including 384 engineers and technical professionals (ETP). Headcount decreased
by around 15% year on year, mnmainly due to the restructuring of the group's

infrastructure constructi on busi ness.

Average nunber of enployees at group entities (incl. the parent and the
subsi di ari es):

Hl 2023 H1 2022 H1 2021 2022

ETP 384 437 426 432
Wor ker s 188 234 254 226
Total average 572 671 680 658

The group's staff costs for the first half of 2023, including all taxes, were
EUR12, 799 thousand conpared with EUR12,936 thousand in the sanme period | ast year
Pressures for wage growth persist and the decline in staff costs was due to the
decrease in workforce

The service fees of the menbers of the council of Nordecon AS for the first half

of 2023 were EUR79 thousand and associated social security charges were EUR26
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thousand (HL 2022: EUR75 thousand and EUR25 thousand, respectively).

The service fees of the nmenbers of the board of Nordecon AS were EUR253 thousand
and associ ated social security charges were EUR83 thousand (HL 2022: EUR202 thousand
and EUR67 thousand, respectively).

Labour productivity and | abour cost efficiency

W neasure the efficiency of our operating activities using the follow ng
productivity and efficiency indicators, which are based on the nunber of
enpl oyees and staff costs incurred:

HL 2023 H1 2022 H1 2021 2022

Nom nal | abour productivity (rolling), (EUR '000) 488. 3 470.0 403.3 490.4

Change agai nst the conparative period, % 3.9% 16.5% 4.6% 16. 5%
Nomi nal | abour cost efficiency (rolling), (EUR) 11.0 12. 3 10.9 11.8
Change agai nst the conparative period, % (11.00% 13.0% 12.7% 2.9%

The group's nominal |abour productivity increased year on year, nmainly due to
the decrease in the nunber of staff. The fall in revenue has | owered noni nal
| abour cost efficiency.

Andri Hbbemagi

Nor decon AS

Head of Investor Rel ations
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