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THE BOARD OF DIRECTORS' REPORT FOR THE FIRST SEMESTER OF 2021
(draited in accordance with the provisions of A.S.F. Regulation No. 5 of 10 May 2018, Annex 14)

Report date; 09.08.2021

Name of the company: S.C. CONTED S.A.

Headquarters: [ocality DOROHOI, Batosani Cotinty

Street: 1 Decembrie nr.8

Post code: 715200

Phone/Fax: 0231610067/0231610026

Legal form: Joint - stock company

VAT number: RO 622445

Trade registry number: JO7107/1991

NACE code: 1413 - Other garments manufacturing (except underwear)
Subscribed and paid registered capital: 2,284,360.06

The regulated market on which the issued securities are being traded: Bucharest Stock Exchange — Standard
Category

The Board of Directors’ Report of S.C. CONTED S.A. Dorohoi for the first semester of 2021 presents the main
events and trades in order to understand the changes related to the position and performance of the company that took

place during January - June 2021,

1. ECONOMIC AND FINANCIAL SITUATION

1.1 Analysis of the current economic and financial situation compared with the same period last year.

a} Financial position items

Lei
30.06.2021 30.06.2020
Total assets from which: 11,657,494 11,946,833
Fixed assets 5,230,927 5,665,580
- Intangible assets 4,959 8,000
- Tangihle assets 5,225,968 5,657,680
Current assets 6,325,670 6,190,115
- Inventories 1,821,971 2372965
- Trade receivables and other receivables 3,669,180 3,427,023
- Cash and cash equivalents 834,519 380,127
Other assets items (accrued expenses) 100,897 91,138
Total debts and equity, from which: 11,657,494 11,946,833
Current debts 2,178,820 2,145,996
Long term debts 281,980 322,836
Provisions for employee henefifs 61,128 148,813
Equity, from which: 9,125,566 9,325,188
- Registered capital 2,284,360 2,284,360
- Other items of equity {291,980 {322,836)
- Revaluation reserve 2,496,305 2,689,156
- Legal reserve 456,661 456,661
- Other reserves 4,080,948 4,080,948
- Reported result 838,441 {385,174)
- The financial year result (732,169) 526,073
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Compared fo 30.06.2020 the trade receivables to the amount of 3,387,386 lei (2020: 3,059,414 lei) have increased
by10.72%, the current assets to the amount of 6,325,670 lei (2020: 6,180,115 lei) have increased by 2.19% as, and the
current debts to the amount of 2,239,948 lei (2020; 2,294,809 lei} have decreased by 2.39%.

The current debts are short term debts and are made of:

Lei
Customer creditors 25
Trade debts — suppliers 503,800
Staff liabiliies and assimilated accounts 372,141
Debts to socfal security and state budget, other taxes and fees 1,155,253
Amounts due to shareholders 147,801
Provisions for employee benefits 61,128

Financial position items: assets representing at least 10% from the total assets: cash and other liquid assets:

reinvested profits; total current assets; situation of the company's debfs; total current debts;

Assets exceeding 10% from the total assets

- Lei
Current Analytical indicators from the % from the
no. balance sheef, exceeding 10% from 30.06.2020 30.06.2021 total assets
the total assets 30.06.2021
TOTAL ASSETS 11,546,833 11,657,494 100.60
10% from the total assets 1,194,683 1,165,749 10.00
1. Buildings 3,574,273 3,422,629 29.36
2. inventories 2,372,965 1,821,971 15.63
3. Trade liabilities - clients 3,059,414 3,387,386 29.06
Debts exceeding 10% from the total debis
Lei
Current Analytical indicators from the % from the
balance sheet, exceeding 10% from total debts
no. the total debts 30.06.2020 | 30.08.2021 | 34 4 291
TOTAL DEBTS 11,946,833 11,657,494 100.00
10% from the total debts 1,194,683 1,165,749 10.00
1. Other reserves 4,080,948 4,080,948 35.01
2. Reevaluation reserve 2,689,156 2,496,305 2142
3. Subscribed and paid registered capital 2,284,360 2,284,360 19.60

During the first semester of 2021, the registered capital of the company was not changed in the sense of its
increasing or decreasing. The registered capital on June 30%, 2021 is of 2,284,360.06 lei and is held by a number of 441

shareholders.
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b) items of the global result

Lei
30.06.2021 30.06.2020
e Total income 4,967,597 6,660,816
o«  Exploitation expenses, from which: 4,917,882 6,614,051
- Turnover from which: 3,032,791 4,729,268
Sold oufput 3,009,846 4,702,454
Sales income 22,945 26,814
- Income related fo the preducts inventories costs (45,180) 589,260
- Income from operating subsidies 1,907,840 1,269,951
- Other income 22,431 15,572
e  Financial income 49,715 46,765
o  Total expenses 5,706,766 6,134,743
o Exploitation expenses, from which: 5,687,130 6,120,768
- Expenses related to raw materials and merchandise 322,350 526,236
- Expenses for the goods 19,234 22,161
- Expenses for energy and water 304,124 399,426
- Expenses related to salaries, social contributions 4,730,497 4,860,010
and other benefits
- Expenses for the amortization 221,659 238,026
- QOther exploitation expenses, from which; 301,628 239,112
Expenses related to the external services 170,055 130,048
Expense for other inferests, fees and 127,701 100915
assimilated payments
Expense for the environment protection 148 156
Other expenses 3,724 7,983
- Adjustments for provisions (212,362 (164,203)
Expenses - -
Incomes 212,362 164,203
«  Financial expenses 18,636 13,975
=  Exploitation result {769,248) 493,283
« Financial result 30,079 32,790
+  Result before taxation {739,169) 526,073
= Continuous activities result {739,169) 526,073

Compared to the same period of the previous year, the following can be noficed:

The volume of the total income was to the amount of 4,967,597 lei, meaning a decrease by 25.42% compared
to the fotal income gained during the same period of 2020, the amount of 6,660,816 lei.

The volume of total expenses is of 5,706,766 lel, and that they have decraased by 6.88% compared to the first
semester of 2020, when | registered the amount of 6,134,743 lel.

Within the volume of total expenses, ihe most Impartant part is the one of the expenses related to staff {salarles, soclal
contributions and other benedits) the amount of 4,730,457 lei, meaning percentage of 82.89%.

Exploitation income to the amount of 4,917,882 [ei have decreased during the first semester of 2021 by 25.64%
compare to the same period of the previous year, when the amount of 6,614,051 lei, and the exploitation expenses fo
the amount of 5,687,130 lei have decreased by 7.08% compared to 30.06.2020, when | registered the amount of 6,120,768
lei.
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The exploitation activity ended with a loss to the amount of (769,248) lei, compared to the first semester of 2020,
ended with a profit to the amount of 483,283 lei. From the total of the exploitation income, the most imporiant part is the
sold output in the amount of 3,009,846, and in the exploitation expenses the most important part is one of the staff
expenses (salaries, social contributions and other benefits) that is to the amount of 4,730,497 lei, meaning 83.18% from
ihe total exploitation expenses the amount of 5,687,130 lei.

Financial income to the amount of 49,715 lei is coming from interests and foreign exchange differences favorable.

Financial expenses to the amount of 19,636 lei are coming from other financial expenses {unfavourable foreign
exchange differences). Therefore, the financial result is a profit to the amount of 30,079 lei as compared to the same period
of 2020, when we recorded profit to the amount of 32,790 lei.

According to the analysis of the income and expenditure groups, it can be noticed that the company is recording a
loss from the exploitation and profit of financial activity.

During the first semester of 2021, the company has recorded a loss to the amount of (739,169) lei, as compared
to the same period of the previous year when we recorded a profit to the amount of 526,073 [ei.

Situation of profit or loss: net sales; gross income; costs and expenditure items with a share of at least 20% in
net sales or gross income; risk provisions and for different expenses; reference to any sale or closure of a segment of
activity performed in the last 6 months or to be performed in the next 6 months; declared and paid dividends;

Lei
Current Analytical indicators from the profit or % of the total
no loss situation, exceeding 20% from the 30.06.2020 | 30.06.2021 furnover
' turnover 30.06.2021
Turnover 4,729,268 3,032,791 100.00
20% from the furnover 945,854 606,558 20.00
i Sold output 4,702,454 3,009,846 99,24
5 Expenses with salaries, soctal contributions 4,860,010 4730497 155.98
and other benefits

The company’s turnover related to the first semester of 2021 is of 3,032,791 lei from which 2,986,220 lei achieved
exportation and 46,571 lei achieved intemal, as compared to the first semester of 2020 when we recorded 4,729,268 lei,
from which exportation 4,263,871 lei and internal 465,397 lei.

In its structure, the turnover was achieved mainly by the sale of own production in a proportion of 98%. The value of the
exportation sales in the first semester of 2021 represents 98.46%, and the internal sales represent 1.54% from the
turnover,

The turnover registered in the first semester of 2021 to the amount of 3,032,791 lei has decreased by 35.87%
compared to the same pericd of the previous year, when the amount of 4,729,268 lei was registered.

The expenses related to staff to the amount of 4,730,497 lei, have decreased by 2.66%, compared to the same
period of the previous year, representing 155.98% from the turnover and include:

30.06.2021  30.06.2020

Expenses related to salaries 4,454,239 3,506,502
Expenses related to the contributions at the obligatory social insurances 122,738 129,728
Expenses with meal vouchers 183,520 256,510
Expenditures on staff salaries in the unemployment insurance budget - 967,270
Total 4,730,497 4,860,010
Average number of employees 335 326

At the end of the first semester of 2021, there was an increase in the average number of employees compared to
the same period of 2020 from 326 employees to 335 employees. The company’s employees are not organized in the
union.
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In the first 6 months, no segment of activity was sold or closed,

In the next 6 months it is not foreseen the sale or closure of any segment of activity.

In the first haif of 2021, the company distributed dividends in the amount of 22 lei, representing dividends for the
year 2016. For the year 2017, 2018, 2019 and 2020, the company did not distribute dividends.

¢} Cash - flow items

ltems ( lei) 30.06.2021 30.06.2020
A. The exploitation activity
e Receipts, from which: 3,247,706 4,435,303
- Cashed interests 31 34
« Payments from which: (6,074,432) (5,217,524)
- payments for suppliers and employees (3,798,836) {3,817,357)
- paymen.ts fpr taxes and fees to the state budget (2,275,59%6) (1,400,167)
and social insurances budget
o Other exploitation operations; 2,405,716 1,078,351
receipts 2,624,025 1,634,697
payments (218,309) (556,346)
Net cash related {o the exploitation activity {421,010) 296,130
B. Investment activity
o Payments for fixed assets acquisition (13,484) (73,097)
Net cash form the investment activities (13,484) {73,097)
C. Financing activity
» Payments for dividends (22) (150)
Net cash from financing activities {22) (150)
Net cash Increaseldecrease (A+B+C) (434,516) 222,883
Cash at the beginning of the period January 1 1,269,035 167,244
Cash at the end of the period June 30t 834,519 390,127

The net cash on June 30%, 2021 is recording a increase to the amount of 444,392 lei compared to the same period
of the previous year.

2, ANALYSIS OF THE COMPANY’S ACTIVITY
2.1. Presentation and analysis of the trends, items, events or uncertainty factors affecting or possibly affecting
the trading company liquidity, as compared to the previous year.

5.C. CONTED S.A. is a high quality garments producer, with an experience of over 50 years in the field of textiles
as well as the export production. The company had an upward trend, by expanding its selling market, by contracts with
foreign companies. The company is mainly operating through the lohn system.

The company does not neglect proposals for new collaborations, for which samples or prototypes are being made,
accepting orders of smaller guantities for prospecting the market.

Buring the revealed period, due to the prolengation of the alert state on the Romanian territory, as a result of the
effects of the SARS - VOC-2 coronavirus epidemic, the company operates continuously, applying support measures for
employees and employers in the context of the epidemiologicat situation caused by the spread of SARS-VOC-2
coronavirus, as well as fo stimulate employment growth, according to the legislation in force with subsequent amendments
and completions.
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Current hqundlty Current assets 6,3 25,'670
“indicator - 3 Current debts 2,178,820 290
m:':é:::;;‘g:h;e Borrowed capital 0
(%) st Equity 9,125,566 0%
Debts turnover- | Clients average balance x 180 3,858,302
SRR ————x 180 229
cllents S Turnover 3,032,791
e o Turnover 3,032,791
thed agﬁgts tumover Fived assets 5230927 0.58

During the period January - June 2021, the current liquidity rafic was 2.90. The indicator's level shows the payment
capacity, so a low risk and cerfifies the fact that the company is able fo cover the short term debts on the account of
receivables and available funds.

The indebtness degree shows the efficiency of the credit risk management.

The 0% indicator value shows the fact that the company is not facing any potential financing, liquidity issues,
affecting the undertaken commitments,

The clients’ rotafion speed expresses the efficiency of the company concerning the collection of its receivables. For
the first semester of 2021, the number of days until the date to which the clients have paid their debts was of 229 days
and shows the efficiency of the company in caollecting the receivables, the average term for the collection of receivables
under the market economy being of 30 - 45 days.

The rotation speed of fixed assets expresses the efficacy of the fixed assets activity by examining the turnover
amount generated by a quantity of fixed assets. The amount obfained is of 0.58 — indicating the efficacy of the fixed assets
management by obtaining a furnover of 3,032,791 lei generated by a quantity of fixed assets of 5,230,927 lei.

The main factors that could affect the company liquidity are:

- The lack of contracts;

- Generalized financial blockage;

- Competition in the field;

- The labor shortages and qualified staff.

2.2 Presentation and analysis of the current or accrued capital expenses effects on the financial situation of the
trading company as compared {o the previous year.

The company did not have capital expenses and such expenses are not foreseen in the future.

The company did not intend to make investments, unless the situation requires it fo carry out the production activity
in optimal conditions.

2.3. Presentation and analysis of the events, trades, economic changes significantly affecting the income form
the basic activity.

The main activity of the company is the manufacturing of other type of garments excepting the underwear.
The income from the main activity at the end of the first semester of 2021 are of 2,984,342 lei, decreasing by 34.43% as
compared to the same period of the previous year when we recorded the amount of 4,551,052 fei.

The turnover achieved in the first semester of 2021 is to amount of 3,032,791 lei and decreased by the amount of
1,696,477 lei as compared to the first semester of 2020, when we recorded the amount of 4,729,268 lei.
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This level of the turnover was obtained by the sale of own production manufactured in the first semester of 2021
and by the sale from the finished products and merchandise stocks.
Thus, the own products and to amount of 2,984,342 lei merchandise have contributed by 98% o the achievement
of the turnover, and the supplied services and other sales to amount of 48,449 lei represented 2% from the turnover.
The internal market sales of the first semester of 2021 were of 46,571 lei, in the European community were of
2,939,572 lei, and outside the European Union they were of 46,648 lei.
On a medium and long term, we believe it is mandatory for us to focus on the following issues:
- Analysis of the international fashion trends;
- Diversification of models according to age groups: children, adolescents, adults;
- Analysis of the fabrics and combinations of fabrics, matching;
- Analysis of internal and international market for fabrics and trims providers;
- |dentifying the market niches;
- Promoting the products through advertising methods (leaflets, catalogues, internet);
- Distribution of products through our own shop and collaborators.
The company, no matter the circumstances, does not collaborate with only one customer, but with several
customers, in order to avoid stagnation due to unfavourable conditions. However, we recognize that we depend on each
customer, because they can always turn to geographic areas where the workforce is cheaper.

3. CHANGES AFFECTING THE COMPANY’S CAPITAL AND ADMINISTRATION
3.1. There were not cases in which the company find itself in the impossibility to pay its debts towards the state budget,
the suppliers or the staff,
3.2.  During the first semester of 2021, there were not changes regarding the rights of the securities owners issued by
the trading company. All the securities holders had equal rights.

There were no changes affecting the capital and the administration of the company.

4. SIGNIFICANT TRANSACTIONS
There were not major transactions concluded by the issuer with persons with which they act in a concerted manner
or in which these persons had been involved.
The financial statements on 30.06.2021 have been prepared in accordance with:
*  Order 881 of June 25, 2012 on the application by the companies whose securities are admitted for
trading on a regulated marke, of International Financial Reporting Standards
«  International Financial Reporting Standards (IFRS) as adopted by the European Union
«  Accounting Law 82 of December 24, 1991,
«  Order 2844 of December 12, 2016 for the approval of Accounting Regulations complying with
International Financial Reporting Standards;
+  Order of the Public Finance Ministry no. 763 of July 15, 2021 approving the accounting reporting system
of the economic operators on June 30" 2021.
The financial statements were approved by the Board of Directors in its meeting dated on August 09%, 2021,
The reporting currency of the financial statements is leu.
The financial statements drawn-up on June 30™, 2021 were not audited.
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