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MANAGEMENT REPORT
CEO sunmmary

2021 has been a dynamc working period. W have continued with our ongoing
devel opnents, where we see renmarkable results, but also had to face a setback as
the decision of the Suprene Court term nated reorgani sation proceedi ngs of our
subsidiary AS Tallinna Mekonbinaat which led to the permanent insolvency and
| oss of control of the subsidiary.

Real estate devel opnent

We have continued construction of Kindrali Houses and Kal aranna projects and
preparing project docunmentation for the follow ng devel opnment phases in Tallinn
In Mirch we conpleted Ratsuri  Houses in Kristiine Gty where we had booked or
presold all 39 apartnents already prior to the conpletion. Al apartnents were
sold and handed over wthin Mirch and April. Soon we start handing over
apartments in two first buildings of Kalaranna project, where conpletion of
eight buildings with the total of 240 apartments wll be achieved step by step
in four phases. Today we have reservations or presales concluded for 88% of
premises. This spring we concluded an agreenment for sales of all business
prem ses of Kalaranna project for 16.16 mllion euros (with VAT) including the
option to sell also premises of the |ast phase, which we are preparing to | aunch
in the near future. This year we started with construction of the new project
Kindrali Houses in Kristiine Cty, where two building conplexes with 129
apartments wll be raised by next summer. In this project we had booked or
presold nmore than half of the apartnents before signing the construction
agreenent. Based on strong demand of our product we initiated al so construction
of the third building in this project with additional 66 apartnments, which will
be conpleted in the first quarter of 2023. Today over 82% of the apartnents have
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been booked or presold in Kindrali

In Riga we are selling our luxury product River Breeze Residence and prepare for
the further devel opnent of Kliversala Residential Quarter. W have received a
building pernmit for Gty Oasis residential quarter with 326 apartnents - a
tranquil and green living environnent in the city centre. W are ready to
proceed wth construction activities as soon as the market situation becones
nmore favourable. Unfortunately, the Latvian real-estate narket has not been as
active as its neighbouring countries Estonia and Lithuania. However, we are
observi ng sone changes and recovery of the narket.

In 2019 we conpleted five buildings in Shaltini? Namai Attico project in Vilnius
with 115 apartnments. Today we have only 5 apartnments wunsold. We are preparing
for the following phase with city villas and comrercial building and plan to
start the construction this year.

Qur revenues fromthe sales of the real estate depend on the conpletion of the
residential devel opnents as the revenues are recorded at the nonent notary deeds
of sale are concluded. In 2021 we have already conpleted Ratsuri Houses project
with 39 apartnments and now we start handing over exclusive hones in prine
| ocation of Kal aranna project.

T1 Mall of Tallinn

On 3 April 2020 Harju County Court initiated reorganization proceedings of the
operator of T1 Mall of Tallinn - AS Tallinna Mekonbi naat (TMK). Reorgani zation
proceedi ngs were term nated a year later by the decision of 26 April 2021 of the
Supr ene Court not to take TMK's appeal into proceedings. Wthout the
reor gani sati on proceedi ngs AS Tal li nna Mekonbi naat is not capable to fulfil its
obligations and has becone permanently insolvent. On 2 June 2021 Harju County
Court declared bankruptcy of AS Tallinna Mekonbinaat and the Conpany | ost
control over subsidiary. AS Pro Kapital Eesti had witten off an investnment into
subsidiary in amount of 13.4 nillion euros due to negative equity of TMK and as
a result of adjusting event also receivables in the total anount of 26 mllion
euros as at 31 Decenber 2020 in its standalone reports. Wien bankruptcy was
declared and the Conpany lost <control over subsidiary, the subsidiary was
derecogni sed in consolidated financial statements and wite-off took effect in
t he second quarter. Al though wite-off influenced consolidated results
negatively, discontinuing consolidation had positive effect to the G oup
financial results due to derecognition of negative equity of the subsidiary
(Note 15).

Hot el operations
Last year had a significant inpact on PK Parkhotel Kurhaus in Bad Kreuznach,

Germany. Due to the COVID-19 restrictions, the hotel was closed from March until
the end of June and due to new restrictions hotel is not operating since
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Novenber 2020. The inpact of COVID-19 has been 0.6 mllion euros in |ess hotel
revenues in the first six nmonths of 2021 conparing to | ast year. However, due to
governnental support, the net result was better by 208 thousand euros. W
reopened the hotel in the mddle of June.

In the followi ng nonths we continue construction works of ongoing devel opnent
projects and plan to start with the foll owing phases. In spite of losing T1 Ml
of Tallinn, our real estate developnent is doing well, the Conpany is a going
concern and we have an optimstic view for the future.

Paol o M chel ozz
CEO

Key financials

The total revenue of the Conpany in the first six nonth of 2021 was 9 million
euros, which is a slight decrease of 11 thousand euros conpared to the reference
period (2021 6M 9.1 million euros). The total revenue of the second quarter was
2.5 mllion euros, a decrease of 22%conpared to 3.2 mllion euros during the
same period in 2020. The real estate sales revenues are recorded at the nonent
of handing over the premi ses to the buyer. Therefore, the revenues from sal es of
real estate depend on the conpletion of the residential devel opnments. The rea
estate sal es have been influenced by conpletion of Ratsuri Houses project, where
all apartments were sold and handed over to new owners. |n 2021, the Company has
continued with sales of conpleted devel opnents - River Breeze Residence in Riga
and Shaltini? Namai Attico developnent in Vilnius and presales of ongoing
devel opnment projects: first phases of Kalaranna District and Kindrali Houses in
Tal i nn.

The gross profit in the first six month of 2021 decreased by 24% anounting to
2.7 mllion euros conpared to 3.5 mllion euros during the sane period in 2020.
In the second quarter the gross profit figures were 0.7 nillion euros and 1.4
m | lion euros respectively.

The operating result in the first six nmonth of 2021 was 0.9 million euros profit
comparing to 0.3 million euros profit during the same period in 2020. The
operating result of the second quarter was 1.0 mllion euros |oss conparing to
94 thousand euros | oss in 2020.

The net result in the first six nmonth of 2021 was 21.3 nillion euros profit and
in the second quarter 23.5 mllion euros profit. 1In the conparable period the
net results were 7.9 nmillion euros loss and 3.9 nmillion euros |oss respectively.
The net result of the reporting period was influenced by [|oss of control and
derecognition of the subsidiary AS Tallinna Mekonbi naat.

Cash used in operating activities during the first six nonth was -3.9 nmillion
euros conparing to -2.6 mllion euros during the same period in 2020. In the
second quarter of 2021 cash used in operating activities was -5.2 mllion euros
and -4.6 mllion euros generated during the sanme period in 2020.
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Net assets per share on 30 June 2021 totalled to 0.61 euros conpared to 1.12
euros on 30 June 2020.

Key performance indicators (including discontinued operations)

2021 6M 2020 6M 2021 @2 2020 @ 2020 12M

Revenue, th EUR 9 042 9 053 2 479 3 180 19 234
Goss profit, th EUR 2 661 3 491 687 1 354 6 775
Goss profit, % 29% 39% 28% 43% 35%
Qperating result, th EUR 877 250 -1 020 -96 -43 108
Qperating result, % 10% 3% -41% -3% -224%
Net result, th EUR 21 342 -7 903 23 454 -3 935 -59 456
Net result, % 236% -87% 946% -124% -309%
Ear ni ngs per share, EUR 0. 38 -0.13 0.42 -0. 07 -0.98

30. 06. 2021 30. 06. 2020 31.12. 2020

Total Assets, th EUR 125 105 210 575 179 048
Total Liabilities, th EUR 90 677 149 173 169 477
Total Equity, th EUR 34 428 61 402 9 571
Debt / Equity * 4.00 2.17 14. 15
Return on Assets, %** 14% -4% -30. 7%
Return on Equity, % *** 97% -12% -141. 2%
Net asset val ue per share, EUR **** 0.61 1.11 0.23

*debt / equity = total debt / total equity
**return on assets = net profit/loss / total average assets
***return on equity = net profit/loss / total average equity
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****net asset value per share = net equity / nunber of shares
CONSOLI DATED FI NANCI AL STATEMENTS

Consolidated interimstatement of financial position

30. 06. 2020

in thousands of euros 30. 06. 2021 Restated 31.12.2020
CASSETS
Current assets

Cash and cash equi val ents 13 842 7 061 9 393
Current receivables 967 1 077 1 797
I nventories 67 967 45 381 58 352
Total current assets 82 776 53 519 69 542
Non-current assets

Non-current receivables 23 3 716 3 517
Property, plant and equi pnent 6 648 7 047 6 745
Ri ght - of - use assets 266 438 357
I nvest ment property 35 038 145 501 98 512
I ntangi bl e assets 354 354 375
Total non-current assets 42 329 157 056 109 506
TOTAL ASSETS 125 105 210 575 179 048
LI ABI LI TIES AND EQUI TY

Current liabilities

Current debt 1 262 83 162 107 581
Cust oner advances 13 070 6 059 7 866
Current payabl es 4 882 15 430 22 211
Tax liabilities 111 167 458
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Short-term provisions

Total current liabilities
Non-current liabilities

Long-t erm debt

O her non-current payables
Deferred income tax liabilities
Long-term provi si ons

Total non-current liabilities

TOTAL LI ABI LI TIES

085

577

133

179

416

255

295

Equity attributable to owners of the Conpany

Share capital in nominal value
Share prem um

Statutory reserve

Reval uati on reserve

Ret ai ned ear ni ngs

Profit/ Loss for the period

338

661

134

984

149

11

338

661

216

262

169

11

338

661

134

984

Total equity attributable to owners of the

Conpany
Non-control ling interest
TOTAL EQUI TY

TOTAL LI ABILITIES AND EQUI TY

34

125

* See Note 2 for details regarding restatenent.

428

105

61

210

402

575

179

Consolidated interimstatements of profit and | oss and ot her conprehensive

i ncone

in thousands of euros
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CONTI NUI NG OPERATI ONS

Operating incone

Revenue 7 307 5 597 1727 1 727 13 637
Cost of goods sold -1

-5 494 -4 060 -1 505 294 -9 424
Gross profit 1813 1537 222 433 4 213
Mar keti ng expenses -239 -277 -114 -126 -611
Adm ni strative expenses -1

-2 463 -2 118 -1 470 024 -4 372

O her incone 1 508 4 176 3 384
O her expenses -49 -12 -28 -2 2 876
Operating profit/ |oss 570 -866 -1 214 -716 2 490
Fi nanci al income 53 810 2 53 809 1 4
Fi nanci al expense -1

Profit / |oss before incone tax -1

I ncone tax -28 -79 -11 -10 - 354
Net profit / loss from continuing -1
operations 26 599 -3 760 26 223 928 -3 279
Profit from di scontinued operations -2

-5 257 -4 143 -2 768 011 -56 177

Net profit / loss for the period -3
21 342 -7 903 23 455 939 -59 456
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Attributable to
Equity hol ders of the

par ent

Non-control ling interest

O her conprehensive incone, net of
i nconme tax

Itens that will not be reclassified
subsequently to profit or |oss

Net change in properties revaluation
reserve

Total conprehensive incone / |oss for
t he year

Attributable to

Equity hol ders of the
par ent

Non-control ling interest

Ear ni ngs per share (conti nuing
operations) EUR

Ear ni ngs per share for the period EUR

21 627

- 285

21 342

21 627

-285

0. 47

0. 38

Consolidated interimstatenents of cash flows

in thousands of euros

-7 554

- 349

-7 903

-7 554

- 349

-0.07

-0.13

-3
23 577 769 -55 678

-123 -170 -3 778

0 0 -278

-3
23 455 937 -59 734

-3
23 577 769 -55 956

-123 -170 -3 778

0.46 -0.03 -0.06

0.41 -0.07 -0.99

2021 6M 2020 6M 2021 @ 2020 @ 2020 12M

Cash flows fromoperating activities
Profit/loss for the period

Adj ust nents for:
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Depreci ati on, anortisation of

non-current assets

Gain from di sposal of investnent

property

Loss fromwite-off of plant,
property, equi pnent

Change in fair val ue of
property, plant, equipnent

Change in fair val ue of
i nvest ment property

Gai n from derecognition of
subsi di ary

Fi nance i ncone and costs

Changes in deferred tax assets
and liabilities

O her non-nmonetary changes (net
anount s)

Changes in working capital:

Trade recei vabl es and
pr epayment s

I nventories
Liabilities and prepaynents
Provi si ons

Net cash used in operating activities

Cash flows frominvesting activities

Payments for property,
equi prrent

pl ant and

Paynments for intangible assets

Payments for investment property
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194 208 94 104 416

-1 092 0 0 0 0
0 0 0 0 8

0 0 0 0 -16

0 0 0 0 43 127

-53 808 0 -53 808 0 0
33 314 8074 29 321 3831 15 994
-37 -59 -19 -32 -178

1 545 1 1544 1 -3 110
4 319 -980 4 266  -570 -1 514
-9 616 -4 350 -6 487 -5 053 -13 011
64 2 348 -3 442 1 012 10 025
-100 19  -113 10 59
-3 875 -2 642 -5 190 -4 634 -7 656
-34 12 -6 -3 -94

-5 -2 -3 0 -43
-246  -397 -36 -95 - 844
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Proceeds from di sposal of investnent

property 2 000 0 0 0 0
Change in cash from derecognition of

subsi di ary -183 0 -183 0 0
Interests received 1 2 0 0 1
Net cash used in investing activities___i_ééé____:hbé____:ééé _____ :éé _____ zééb

Cash flows fromfinancing activities

Net proceeds from secured bonds 0 28 500 0 0 28 500
Redenpti on of convertible bonds -84 0 -15 0 -33
Repur chase of non-convertibl e bonds 0 -28 000 0 0 -28 000
Proceeds from borrow ngs 12 411 2 857 6 573 2 757 14 410
Repaynment of borrow ngs -2 865 - 656 -8 -8 -1 376
Repaynment of |ease liabilities - 87 -84 -41 - 36 -135
Interests paid -2 584 -3 121 - 580 -379 -5 953

Net cash used/ generated by financing
activities 6 791 -504 5929 2 334 7 413

Net change in cash and cash
equi val ents 4 449 -3 555 511 -2 398 -1 223

Cash and cash equival ents at the
begi nni ng 9 393 10 616 13 331 9 459 10 616

Cash and cash equival ents at the end
of the period 13 842 7 061 13 842 7 061 9 393

The full report can be found in the file attached.

Al'l an Remmel koor

Menber of the Board

+372 614 4920

pr okapi t al @r okapital . ee
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