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Spacva d.d., Vinkovci

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management Board is responsible for ensuring that financial statements are prepared for each
financial year in accordance with International Financial Reporting Standards as adopted by the
European Union (,,IFRS*), which give a true and fair view of the state of affairs and results of

Spac¢va d.d. ("the Company”) for that period.

After making enquiries, the Managing Board has a reasonable expectation that the Company
has adequate resources to continue in operational existence for the foreseeable future. For this
reason, the Managing Board continues to adopt the going concern basis in the preparation of

the financial statements.

In preparing those financial statements, the Managing Board is responsible for the following:
e selecting suitable accounting policies and then applying them consistently;
e making reasonable and prudent judgments and estimates;
e applicable accounting standards are followed, subject to any material departures
disclosed and explained in the financial statements; and
e the financial statements are prepared on the going concern basis unless it is

inappropriate to presume that the Company will continue in business.

The Managing Board is responsible for keeping proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Company and their compliance
with the Croatian Accounting Act. The Managing Board is also responsible for safeguarding
the assets of the Company, and hence for taking reasonable steps for the prevention and

detection of embezzlement and other illegal acts..

Signed on behalf of the Managing Board:

Josip Faletar Ante Rado$ Ivan Perkovi¢
President of the Management Board Board Member Board Member
29 April 2020



Spacéva d.d., Vinkovci

Management’s Letter to shareholders

Dear shareholders,

the end of the year is the right time to stop a bit and look back on the past year. When
we draw the line and look at the financial report which shows that we had a 3% lower revenue
Jfrom the sale of our products compared to the plan, and a 6% higher compared to 2018.
EBITDA margin and net profit are weaker than planned in 2018 solely due to a significant
increase iﬁ the largest costs of raw materials, wages and electricity.

The business of the previous year by individual profit centers and other business
segments is briefly presented below.

Sawmill - in this production plant, which mainly works internally and produces
products that end up as raw materials in the Final Production, the total value of production
was less than 3% compared to 2018, and 8% higher compared to the business plan;

Veneer - production and sale of veneer is lower by 1% compared to 2018, and 6%
compared to the business plan. In veneer production, the most significant impact for the non-
realization of the plan is the quality of raw materials in the last two quarters of 2019;

Final - production and sales of final products is 11% higher than in 2018 and 4%
higher than the business plan for 2019;

Bioenergy - production and sales of pellets and briquettes in 2019 is higher by 11%

compared to 2018 and lower by 1% compared to the business plan;



Spacva d.d., Vinkovci

Management’s Letter to shareholders (continued)

Investments - in 2019, Spacva invested a total of over HRK 59 million, this is the largest
amount of investments in one year in recent history. The most significant investments are dry
finishing, sawdust dryers and veneer dryers;

Human resources - last year the company employed an average of 20 more workers
than in 2018; also, the professional resources of the society are continuously strengthened by
young highly educated people and the achieved results can certainly be thanked to the
contribution of these new members of society. For this purpose, in 2019 Spacva was one of the
leading beneficiaries of CES active employment policy measures.

There are three trade unions in Spacva, the Workers 'Council is active, and the
President of the Workers' Council is a member of the Supervisory Board. The collective
agreement valid in the company was signed between all three unions and the Management
Board and is a rarity in the Croatian wood industry, and our workers under the Collective
Agreement have significantly greater employment rights than guaranteed by the Labor Act.
Therefore, we believe that we are conducting and developing a social dialogue that can be a
role model for many. The salary in Spacva is above the average of the Croatian wood industry,
and also above the average of the economy of our county. Here we should definitely mention
the payment of special prizes, which is already a traditional and common thing in Spacva.

We want to incorporate the development of socially responsible business into every
pore of our activities and we want to behave as responsibly and respectfully as possible
towards the environment and in the future.

Every member of our society deserves respect and attention. We encourage the building

of good interpersonal relationships in all relations: workers-workers, workers-managers.

Respectfully.
PRESIDENT OF THE MANAGEMENT BOARD:
Ph. D. Josip Faletar



Spacéva d.d., Vinkovci

MANAGEMENT’S REPORT

Introduction
The annual report comprises data for the business year 2019. It provides an overview of
financial information, description of business operations, and financial statements together

with the independent auditor’s opinion for Spacva d.d.

The annual report provides basic Company data, its organization and management.
In addition, you may find out more on the latest achievements in terms of development,

research and investment.

This report ensures an insight into data on the most valuable capital of the Company - human
resources, and the efforts of Spacva d.d. to contribute to sustainable development with its

corporate social responsibility and promoting environmental awareness.

About the Company

Spacva d.d. was established in 1956 under the name DIP Slavonski Hrast. Our 60-year old
tradition of wood processing has been maintained all through the Homeland War and post-
war economic and social changes. Spacva d.d. continues to successfully operate as one of the

leading wood industry companies in Croatia.

Company registration and activity

Spacva d.d. was registered with the Commercial Court of Osijek under the company
registration number (MBS) 030014502. The registered seat of the Company is located in
Vinkovci, Duga ulica 181.

The main activity of the Company is wood processing and manufacture of products of wood.
Some of its additional activities are the following:

e manufacture of furniture

e brokering

e wholesale of furniture, and wooden, wickerwork and cork products

o retail sale of furniture, lighting apparatus and household goods.
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MANAGEMENT’S REPORT (continued)

Company organisation
Company’s organisation is defined by the Statute and decisions of the Supervisory and
Management Board.
The Company is divided into 4 profit centres:
* SAWMILL
=  VENEER
= FINAL PRODUCTS
* BIOFUELS
and 8 cost centres:
o MAINTENANCE AND ENERGETICS
e DEVELOPMENT AND INFORMATION TECHNOLOGY
e OCCUPATIONAL HEALTH AND SAFETY
e PROPERTY PROTECTION
e COMMERCIAL OPERATIONS
e ACCOUNTING AND FINANCE
e HUMAN RESOURCES AND LEGAL AFFAIRS
o QUALITY ASSURANCE
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Spaéva d.d., Vinkovci

MANAGEMENT’S REPORT (continued)

Management and management organisation
The Company’s bodies are the Management Board, Supervisory Board and General

Assembly.

Management Board
The President of the Management Board is Josip Faletar, and members of the Management

Board are Ante Rados§ and Ivan Perkovié.

The President and members of the Management Board represent the Company individually
and independently, without limitations, and are authorised to legally represent the Company
before courts and other authorities.

The Management Board makes decisions by majority vote of all the members. In case of equal
distribution of votes, the President of the Management Board has the casting vote. The
Company’s Supervisory Board appoints members and the President of the Management
Board and also stipulates the mode of operation by adopting the Management Board’s Rules

of Procedure.

Supervisory Board
The Supervisory Board has 5 members. Four members of the Supervisory Board are elected
by the Company’s General Assembly and one member is elected by the Company’s employees.
In 2019, the Supervisory Board had the following composition:

1. Borislav Skegro, Chairman

2. Mario Popi¢, Vice-Chairman

3. Jakov Kresi¢, member
4. Ilija Budimir, member
)

Ante Luci¢, member, replaced by KreSimir Cemerika, member.

The Supervisory Board supervises the Company’s management of operations and reports in
writing to the General Assembly.
The Supervisory Board makes decisions by majority vote of all the members. In case of equal

distribution of votes, the Chairman of the Management Board has the casting vote.
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MANAGEMENT’S REPORT (continued)

General Assembly

The General Assembly consists of all shareholders with voting rights. The voting right is

exercised in line with nominal amounts of shares.

The General Assembly is chaired by the Chairperson, elected by the General Assembly of the
Company for a term of 4 (four) years Hrvoje Bogutovac is the Chairperson of the General
Assembly since 11 July 2017.

The General Assembly makes decisions by majority vote of all the members.

Issued capital and shares

The issued capital of SPACVA d.d. amounts to HRK 105,530,440.00. The total amount of issued
capital has been divided into 5,276,522 ordinary shares, registered in the computer system of
the Central Depositary and Clearing Company as dematerialised securities, each with a

nominal value of HRK 20.00.

Shareholder structure as at 31 December 2019

® Raiffeisenbank Austria d.d. 75.81 %
e Hrvatska postanska banka d.d. 18.95 %
e Addiko Bank d.d. 3.92%
e Other shareholders 1.32%












































































































































































































