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Introduction

We are the leading company for development and production of interior
and exterior automotive components in Croatia and one of the leading
companies in Eastern Europe. We have over thirty-five years of experi-
ence in the automotive industry world, and the passion and knowledge
of our employees are embedded in the development and realization of
every product we make for the world's most famous automakers. Our
corporate culture is based on sustainability, encouraging cooperation
and recognizing excellence. We are a multinational company with eight
production sites in five countries and our operations extend to five con-
tinents, in more than twenty countries.

We collaborate with our customers from the early stage of development
to the final product. We use modern tools and techniques and apply
specific expertise, skills and experience. Focusing on customer needs,
high quality, competitiveness of products and services are our core val-
ues.

We base our corporate culture on sustainability, encouraging coopera-
tion and recognizing excellence while improving the quality standards
of our products, services and practices. Corporate social responsibility
is a part of our business model and one of the most important compo-
nents of development policy.

We want to give all our stakeholders a better understanding of the au-
tomotive industry and our business operations, therefore, in the Inte-
grated Annual Report, we transparently and thoroughly present finan-
cial results, social, environmental and economic impacts, governance,
material activities impact on company results and business risk man-
agement. By quality review of financial and non-financial performance
indicators of the company's bussines, we improve our transparency and
contribute to the trust of our stakeholders.

We present you the third Integrated Annual Report of the AD Plastik
Group in which you will find information about the company and its
business operations in 2019 from a financial and socially responsible
point of view. It contains the Report by Management of the Company,
Sustainability Report and Annual Financial Statements as of December
31,2019

Your opinion on the importance of corporate social responsibility topics
that we report on is extremely important to us, so we invite you to help
us improve the following report by completing a survey on our website.
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HRK 1,541.65 million

OPERATING REVENUE

compared to the
previous year

compared to the
previous year

HRK 197.47 million

EARNINGS BEFORE INTEREST,
TAXES, DEPRECIATION AND
AMORTIZATION (EBITDA)

HRK 102.64 million

NET PROFIT
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Letter from the President
of the Management Board

Dear stakeholders,

another successful business year is behind us, as confirmed by
the business results achieved, as well as awards and recogni-
tions we have been receiving. In 2019, AD Plastik Group's oper-
ating revenue increased by 16.68 percent compared to the pre-
vious year, amounting to over HRK 1.5 hillion. EBITDA recorded
a growth of 22.10 percent and net profit grew by 14.91 percent.

In this Integrated Report, we want to bring you closer to our
business, to familiarize you with the most important activities
during the year, the results and way of managing economic, so-
cial and environmental impacts.

Despite the challenges in the global automotive market, we
have been successfully achieving the set development guide-
lines within the industry to which we belong, thus ensuring the
smooth growth and achievement of the desired results. Thanks
to our business strategy and the activities we have been carry-
ing out, our growth trend is still above market trends, which con-
firms the correctness of the decisions we make.
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The results we achieve are a great motivation, but at the same
time the obligation and responsibility towards all the stake-
holders we influence with our business. We have set ambitious
plans and goals, and increasingly complex business operations
and business opportunities require a high level of focus from
us. Through our development and investments, we contribute to
the achievement of the sustainable development goals that are
an integral part of our business strategy.

Unstoppable changes in the market, investments in research
and development of new, more environmentally friendly materi-
als and new technologies, encourage us to constantly improve
business and management. By using new materials, we contrib-
ute to reducing vehicle emissions globally, and in-house R&D is
focused on making further progress in these areas. In addition
to the successful economic topics management, our success is
reflected in the quality management of social and environmen-
tal topics.

The past year has been extremely challenging for our produc-
tion sites, especially in Croatia. We have successfully started a
serial production regarding new and very significant projects in-
cluding the most significant Twingo, Clio 5, Ford Puma and rede-
signed Smart. We have filled the capacities in Croatia, and new
deals sealed for the Russian market worth EUR 157.9 million
will significantly fill the capacities of our Russian production
sites also. We have also sealed new deals amounting to EUR
57 million in the European market, and in the past year we have
been intensively working on integrating a new Hungarian com-
pany into the Group, and preparations of our production sites in
Russia for acceptance of new projects lie ahead of us.

The automotive industry has been rapidly changing and advanc-
ing, and as one of the most important backbones of the econo-
my, it has a significant role to play in scientific and technologi-
cal achievements. The increasing impact of high technologies
integrated into serial production of vehicles is aimed primari-
ly at improving end-user safety, environmental protection and
sustainable development. As members of an industry with such
high standards, we are aware of the need for constant changes,

trend monitoring and competency upgrading. Exactly this is an
opportunity for strong development in all business segments.

Aware of our impact and the importance of corporate social
responsibility, sustainability principles have been included in
every segment of our work, about which you can read in more
detail in this report. By cooperating with all our stakeholders,
we have been creating a solid foundation for the future and fur-
ther development. We pay special attention to our employees
because they are the most valuable resource of the Company.
With quality management and continuous improvement of hu-
man resources development at all production sites, we have
been creating a motivating business environment. With high
standards of quality of products and services, we have ensured
our customers reliable cooperation and contribute to the safety
of end users of vehicles. We have been introducing continuous
improvements in corporate governance and business transpar-
ency to the satisfaction of all stakeholders. We contribute to
the development and well-being of the communities in which we
operate, while taking care of the local population. We operate in
harmony with our environment, so we pay special attention to
the environment and its protection.

We have taken the safe step into another business year, but the
spread of the COVID-19 virus has put us all ahead of significant
challenges. We take all the measures at AD Plastik Group in or-
der to preserve the health of our employees, but we also care
about the sustainability of our business. This situation is sure
to change a lot, but every crisis is an opportunity to learn and
improve. | can confidently promise that we will do everything in
our power to maintain our existing positions and continue our
business in the manner of a responsible employer. | believe that
we will justify your trust even in these complex times.

_’EV

Marinko DoSen
President of the Management Board
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The automotive industry

If you follow the developments and forecasts of
the automotive industry, you will certainly not get
bored. The transformations that take place in the
automotive world are so fast and dynamic that
they sometimes seem unreal. The fact is that cars
give us freedom of movement, and the demands
and behaviors of their end-users have been un-
stoppably changing. We operate in times of cre-
ating different mobility habits.

The percentage of carsharing and autonomous
driving services is projected to grow significantly
over the next ten years, and for car manufacturers
and their suppliers, this means a comprehensive
preparation and reorganization of the way they
have been operating so far. Known work models
need to be adapted to the times to come - auto-
mated and autonomous driving, electrification,
vehicle connectivity to other systems, and the de-
sign of significantly lighter vehicles. Innovations
in the automotive industry are more and more fo-
cused on end-users and their individual needs.

In addition to safety and comfort, digitalization,
sustainability, efficiency and cost savings have
a significant impact on the development of the
industry itself. We currently have different types
of propulsion engines on the market, and in re-
gard of the increasing environmental awareness,
car manufacturers and their suppliers are facing
a number of new challenges. European vehicles
are thus the cleanest, safest and quietest in the
world, using reduced amounts of energy and wa-
ter in their production, releasing less carbon di-
oxide and generating less waste over the enitre
lifecycle of the product.

Car manufacturers and their suppliers need to
invest more and more in the automation of their
processes and this consequently brings a change
in the structure of the staff. Much more attention
needs to be paid to education and training, and

the new generation of employees in the automo-
tive industry will be significantly more digitally
oriented. The need for the number of engineers
within the industry has also been growing signifi-
cantly, and the time taken between the R&D phase
and the production of a particular product will be
greatly reduced in perspective.

Either way, there is no fear regarding developing
and manufacturing plastic components in the
cars of the future. Their share will be increasing
as a result of continuous work on reducing the
weight of vehicles and, consequently, reducing
emissions of the green house gases. Polymeric
materials will be developed and new, better qual-
ity and more environmentally friendly solutions
will be found, but they will certainly be the basis
for the production of most interior and exterior
components due to their formabhility, mechanical
and other characteristics and recyclability.

In addition to the research and development of
new materials, the production of automotive com-
ponents is becoming more and more complex. It
involves the mounting of assemblies of the final
product, with the decoration of surfaces by paint-
ing or applying decorative layers of other mate-
rials. Such demands, however challenging they
may be, due to the value added of invested own
work and knowledge, bring in significantly high-
er revenue and profit. The challenges brought
by new global trends to AD Plastik Group are an
opportunity for further development and growth
of the business. The experience, knowledge and
technologies we possess allow us to compete
smoothly in the global automotive market. Our
primary goal is to meet the demands of all stake-
holders in this demanding environment, above all
our customers and end-users of vehicles, employ-
ees and shareholders. We focus our development
activities on key industry trends - reducing vehicle
weight, safety, sustainability and efficiency.
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The most important events in 2019

Five new vehicles with our grab handles

New deals with total value of EUR 46.8
million have been sealed for the European
market. Thus, various components for sev-
eral vehicle models of PSA and FCA Group
will be produced at the AD Plastik Group's
plants. The production of most compo-
nents regarding which deals have been
selaed should start already next year and
projects will last four to ten years.

Grab handles for several vehicle models of
PSA Group, namely Peugeot 208, Peuge-
ot 2008, Citroen DS3 Crossback and Opel
Corsa will be produced and this project is

worth EUR 20 million. Grab handles are
one of the products that PSA Group wants
to standardize for several vehicle models,
which is an additional opportunity to im-
prove cooperation with this manufacturer.

New Jeep Compass, vehicle from the FCA
Group family, will also be decorated with
our grab handles and this deal is worth
EUR 6.8 million. The increase in existing
quantities and new deals sealed will fill ca-
pacities of the Mladenovac plant, where
grab handles for PSA Group vehicles will
be produced for the first time.

Deal worth EUR three million has been
sealed on production of side trims for one
of the best-selling models, Citroen C3. A
deal on production of inner engine covers
for the vehicle Opel Adam Crossback has
been sealed in the amount of EUR 1.4 mil-
lion. Opel is a new member of PSA Group
and this is the first deal sealed with this
customer since their merger. Production
of speaker brackets worth EUR 1.7 million
for the vehicles Citroen Picasso and C-Ely-
see will start already next year.

A large number of interior components
and air ducts will be produced for the new
generation of electric Fiat 500e at AD Plas-
tik Group factories. Unlike its predecessor,
this model will be produced in Europe and
it should appear on a much larger num-
ber of world markets. This project is worth
EUR 13.9 million and it is another electric
vehicle in our portfolio.

Components for Audi, BMW and Suzuki from the Hungarian factory

First deals sealed for the Hungarian fac-
tory since its integration are among new
deals sealed for the European market
with a total value of EUR 10.2 million.

Deals have been sealed for the Hungarian
market for the vehicles Suzuki Vitara and
S Cross, Audi A3, Audi A3 CC and BMW 3
with a total value of EUR 3.6 million.

Deals on production of cooling fan trims
have been sealed for the vehicles Vitara
and S Cross with Suzuki, deals on pro-
duction of side trims and bumper com-
ponents have been sealed with the cus-
tomer Alro for Audi vehicles and deal on
production of headliner trims has been
sealed with the customer SMP for the ve-
hicles BMW 3.

New deals with the long-standing cus-
tomers Renault Group and Hella have
also been sealed, namely, the production
of radar brackets for the vehicle Renault
Traffic with a total value of EUR 1.5 mil-
lion, as well as light housings for the ve-
hicles Nissan Navara and Volvo V40 with
a total value of EUR 5.1 million.
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New deals worth EUR 71.4 million for Renault in Russia

New deals with the Renault-Nissan-Avto
VAZ Alliance for the Russian market with a
total value of EUR 71.4 million have been
sealed. More than 80 different exterior
components will be produced at the plant
in Togliatti, which will expand its injection
moulding capacities due to new deals.

In addition to the production of exterior
components, referring to bumper com-
ponents, rocker panels, mudguards and
underbody covers, an experienced team
of Group engineers is also responsible
for the development of a large number

of components on which the deal was
sealed. In this manner we have strength-
ened our position as a development suppli-
er of the injection-moulded components of
the Renault-Nissan-AvtoVAZ Alliance.

New deals refer to the third generation
of Logan and Sandero vehicles produced
in Russia under the Renault name at the
AvtoVAZ Togliatti factory. The new gener-
ation of these vehicles will be produced
in Romania, Russia, Algeria, Morocco and
Colombia under a common global name
and appearance.

New deals in Russia worth another EUR 40 million

AD Plastik Group has sealed new deals
worth another EUR 40 million in the Rus-
sian market namely the production of out-
er belts and static seals for various vehicle
models of the Renault-Nissan-AvtoVAZ Al-
liance.

Static seals set for the new vehicle mod-
el Lada Granta and outer belts for Renault
Logan and Sandero will be produced at
the plant AD Plastik Togliatti. These deals
have been sealed in cooperation with the

Renault Logan and Sandero are a sedan
and compact version of the same vehicle,
and they are among the twenty best-sell-
ing vehicles in the Russian market. There-
fore, really high expectations for rede-
signed models, whose sales are estimated
at over 140,000 vehicles annually only in
Russia, are not surprising. The start of se-
rial production is planned in the second
quarter of 2021, and the estimated dura-
tion of the project is eight years.

world-renowned Hutchinson Group, which
derives a large part of its total revenue
namely from operations related to the seg-
ment of development and produciton of
seals. It will be responsible for the devel-
opment, while AD Plastik Group will be re-
sponsible for the industrialization and seri-
al production of the products on which the
deals have been sealed.

A superior team of experts with expertise
and years of experience in the Hutchinson
Group's R&D, and years of experience and
knowledge of manufacturing processes
within the AD Plastik Group, create busi-
ness synergy that will surely result in suc-
cessful and long-term cooperation.

18}
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The most important events in 20719 coninue)

New deals also for VW

New deals worth EUR 46.5 million in the
Russian market for various vehicle mod-
els have been sealed. A successful coop-
eration with the Renault-Nissan-AvtoVAZ
Alliance has been continued, with which
deals worth EUR 24 million have been
sealed for the new Granta Square model,
the successor to the currently best-selling
model in the Russian market, Lada Gran-
ta. Headliners, underbody covers, mud-
guards and rear skirts will be produced
for this vehicle at AD Plastik Togliatti
plant. Granta Square will be produced in
three versions, namely version Sedan, the
Sportback compact version and the up-
graded off road version Cross. The Granta
has been accepted as the most afforda-
ble family vehicle in the Russian market,

offering the best ratio of comfort, equip-
ment and price. The production of new
vehicle models is aimed on constant in-
crease in their quality, thus the emphasis
regarding Granta Square has been set on
improvements in the acoustics and visual
impression of the interior and exterior of
the vehicle. As this vehicle is one of the
most popular in the Russian market this
cooperation, accordingly, is especially im-
portant for AD Plastik Group.

After already agreed cooperation regard-
ing Renault Logan and Sandero vehicles,
a deal on the production of headliners
worth EUR 12 million has been addition-
ally sealed for these models. The start of

serial production of the vehicles of the Re-
nault-Nissan-AvtoVAZ Alliance, is planned
for the second and third quarters of 2021,
with an estimated project duration of
eight years.

Successful cooperation has been contin-
ued also with the Volkswagen Group in
the Russian market, thus new deals worth
EUR 10.5 million have been sealed for
Volkswagen Tarek and Skoda Karog vehi-
cles. Trunk side trims will be produced for
these vehicle models at AD Plastik Kalu-
ga plant and the start of serial production
of the vehicles is planned for the end of
2020 with the estimated duration of sev-
en years.
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New term of the President of the Management Board for Marinko DoSen

Decision on the appointment of Marinko
DoSen as President of the Management
Board for another five-year term, after his
current term of office expires, was made
at the meeting of the Supervisory Board
held in September.

AD Plastik Tisza

As part of an integration process, Tisza
Automotive Kft. officially changed its
name to AD Plastik Tisza Kft. The com-
pany has been operating under a new
name since November 4, 2019, and all

Based on the successful results and the
improvement of the company’s business
achieved in the past period, this decision
has been made in order to ensure the con-
tinuity of the Management Board's work
and the achievement of the company’s
long-term business goals.

Current term of office of Marinko Dosen
began on July 20, 2016 and runs until July
20, 2020, while the appointment of other
members of the Management Board will
be decided upon before the expiration of
the existing term.

Once again winner in the category of large companies

CSR Index Awards were presented for the
12th time at the annual corporate social
responsibility conference. AD Plastik won
the award in the category of large compa-
nies again this year.

“We are proud that our continuous work
and progress have been recognized by the
professional public and | hereby thank for
the award. First of all, | want to thank all
of our employees who have most of the
credit for the fact that social responsibil-
ity is part of our day-to-day business,” said
Marinko DoSen, president of the Manage-
ment Board of AD Plastik Group, while re-
ceiving this significant recognition.

The awards are given to companies for
the best achievements in corporate social

other company data have remained un-
changed.

All contracts and agreements signed with
the company Tisza Automotive Kft. are
valid and remain in force. By the further

responsibility, and they are organized by
the Croatian Business Council for Sus-
tainable Development (HR BCSD) and the
Croatian Chamber of Economy. Compa-
nies have been awarded in nine categories
and more than one hundred competed this
year.

The CSR Index enables companies to ob-
jectively manage, monitor, measure and
interpret their own specific impacts. Using
this tool, it is more visible for the compa-
nies what is being done well regarding their
stakeholders and compared to other com-
panies, and potential areas for improve-
ment are indicated. In order to ensure their
own sustainability and development, com-
panies in all aspects of their business and
in all relationships must show continuous-
ly good results.

integration of AD Plastik Tisza into the
Group's system its development and
business improvement in all segments
will be continued.

15
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Share of the year

At the ceremony of the Zagreb Stock Ex-
change Awards in Zagreb, AD Plastik
was presented with the Share of the Year
award chosen by the public. On behalf of
the company award was accepted by Fi-
nance Director Josip Divi¢ who said on
this occasion: ‘It is an extreme honor and
pleasure for me to receive this award and
| want to thank everyone who voted for us.
First of all, I would like to emphasize that
this is a recognition to all employees of AD
Plastik Group. The results achieved are the
consequence of a joint effort of all our em-
ployees. We are delighted by this award
for a number of reasons, most notably
because it comes from the general pub-
lic, which recognized us among the fierce
competition. We strive and work hard and

The best large exporter in 2018

At the 14th Convention of Croatian Export-
ers held under the title Role of export in
modern economic policy, the Golden Key,
award presented to the most successful
Croatian exporters, was awarded for the
twelfth time. The Golden Key for the best
large exporter in 2018 was awarded to AD
Plastik and the Prime Minister of the Re-
public of Croatia Andrej Plenkovi¢ present-
ed the award to the President of the Man-
agement Board Marinko DoSen.

“This acknowledgment is a confirmation
that we have set our plans well and that
we have been directing our business in
the right direction, but for us it is above
all the obligation to be even better in the

this has been recognized in the market. De-
spite the record operating revenue we gen-
erated last year, we expect to exceed that
result by the end of the year. For us, this
was a very intense business year in which
the serial production regarding large pro-
jects, the new Twingo and Smart, the Clio
5 and Ford Puma, began. Apart from that,
since the beginning of the year, we have
sealed new deals amounting to EUR 215
million that will enable us to continue our
stable operations in the future. The award
we have received is a confirmation of suc-
cessful work, and | can only promise that
it will not slow us down or make us lazy, in
fact, it will only be an additional incentive
for us to be even better”

future. We welcome the measures and in-
itiatives taken by the Government in order
to help us exporters facilitate business in
an extremely demanding global market. |
believe that in the future the Government
will be even more decisive in supporting
Croatian production and export, which are
the cornerstones of the economy. In order
to successfully operate in the global mar-
kets, we ought to be competitive, and this
is possible only with the reduction of the
tax and cost burden of business. We also
look forward to and support the introduc-
tion of the euro, as it will greatly facilitate
the business for the exporters, pointed
out Marinko DoSen on this occasion.
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Croatia’s Big Security Award

As part of the 13th Conference of Croatian
Security Managers held in Opatija, Croa-
tia's Big Security Awards 2019 were pre-
sented at the ceremony. AD Plastik won
the award in the category “Achievement
and Development of Security in Corpo-
rations”, which was awarded for the suc-
cessful integration of information and cy-
ber security business processes.

“This award is extremely important to us.
It confirms that our efforts and invest-
ments in raising corporate security level
have been recognized by the profession-
al public. AD Plastik operates in a very

Third prize award for the best investor relations

For the tenth consecutive year, business
journal Poslovni dnevnik in cooperation
with the Zagreb Stock Exchange has
been awarding companies with the best
investor relations. This year, the awards
were presented again in Rovinj as part of
the eighth joint conference of the Zagreb
Stock Exchange and the fund industry en-
titled “Challenge of Change”. The award
for the third ranking company went to AD
Plastik, and expressing gratitude to the or-
ganizers and participants Marinko Dosen,
President of the Management Board, said:
“The award is extremely important to us
because it is about recognition by a pro-
fessional financial public. Our business

in the global marketplace requires the re-
spect and continuous improvement of
high standards of corporate governance.
The effort we put in has been recognized,
and for us it is always motive to be even
better"

Companies from the CROBEX index and
those listed on the Zagreb Stock Ex-
change's Prime and Official Market enter
the competition. The award winners are
decided on the basis of statistical criteria
relating to the issuer's compliance with the
Stock Exchange Rules and on the basis of
a survey conducted among participants of
the capital market.

demanding global automotive market
that has very high corporate and securi-
ty standards set. The results we achieve,
as well as the awards we receive, give us
the right to think that we are successful in
this," said Marinko DoSen, thanking the ex-
pert jury and the organizers for recogniz-
ing the efforts and results of AD Plastik.

Croatia's Big Security Award is awarded in
12 categories to individuals, companies,
institutions and the local community for
a significant contribution to achieving and
developing the security of the Republic of
Croatia.

17
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The most important events in 2019 (onine)

Investor Day

Investor Day was held at AD Plastik Group's
plant in Jankomir, Zagreb for the first time,
where business results for 2018 and the first
quarter of 2019 were presented, as well as
plans and expectations for the current year. All
members of the Management Board of AD Plas-
tik Group were answering the questions of inter-
ested investors, after which a tour of the paint-
ing line was organized.

,We were acquainted with the results in a great
measure, but we got answers to some addition-
al questions. Tour of the plant thrilled us most
beacuse now it is a little bit clearer to all of us
how it actually looks like," said one of the present
representatives.

Another Investor Day was also held in late Oc-
tober.

AD Plastik Group in New York

Zagreb and Ljubljana Stock Exchange held the
first presentation of their markets and issu-
ers in the United States. The event was held in
New York, at NASDAQ, the world's second larg-
est stock exchange, in cooperation with the
world-renowned Auerbach Grayson investment
company, with exceptionally good responsive-
ness of American investors. This is the first time
that the presentation of the Croatian and Slove-
nian capital markets has been organized outside
Europe.

Croatian companies AD Plastik Group, Arena
Hospitality Group, Atlantic Group, Podravka and
Valamar Riviera, as well as Slovenian companies
Krka, Petrol and Triglav Group have presented
themselves to investors.

The leading Croatian independent investment
company, Intercapital, presented the Croatian
and Slovenian markets and their potential to the
event participants, and the companies in sum-
mary held more than 60 individual meetings
with American investors.
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Mission, vision, key values

Key values

Reliability

We base relationships with all our stake-
holders on trust, open and honest commu-
nication. Building long-term partnerships
with all stakeholders is based on mutual
respect.

Quality

Developing and maintaining the highest
standards of quality and safety in every
segment of business are at the heart of
our business success and our stakehold-
ers' satisfaction.

20

&
# Innovativeness

Our ideas, creativity and technologies help
us to achieve constant progress in order
to keep up with world trends. This way we
contribute to the improvement and devel-
opment of the company, thus confirming
our position in the global market.

"
-
-

=l Responsibility
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Responsibility is a prerequisite for the com-
pany's development, growth and results.
We demonstrate it every day through our
approach towards each individual, work,
partners, stakeholders and actions aimed
at the society, nature and the community
in which we operate.

ADP Mission

By introducing innovative solutions and constant-
ly improving the development and quality of prod-
ucts, we contribute to the success of our custom-
ers. We achieve our goals as an ethical, responsible
and preferable employer. We conduct business in
harmony with the environment to the satisfaction
of all our stakeholders and we are acknowledged by
shareholders as a reliable company desirable for in-
vesting in for the long term.

@ Respect

Employees are the greatest value and they
hold the key role in the company's busi-
ness. They are being treated fairly and
with respect regardless of their job posi-
tion and location of work. They are encour-
aged to take initiative, make decisions and
govern with quality.

Y
@S0/ Togetherness

Mutual collaboration at all levels based on
trust, making clear and swift decisions and
taking responsibility is encouraged. Ex-
change of ideas and knowledge, multicul-
turalism, mutual respect and solidarity are
the key ideas of developing togetherness.
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Company history

2018 —O

production site in
Tiszaujvaros, Hungary

@— 2017

ﬂ new robotized interiors

painting line in Zagreb
2016 —@

exiting FADP,
JV company in Luga, Russia

O— 2014
new robotized painting
line in Zagreb
2012 —@
production sites in Mladenovac,
Serbia and Kaluga, Russia
©— 2009
production site in Luga, Russia -
JV company FADP with Faurecia
2007 —@
Faurecia bought Simoldes
Plasticos's share in Euro APS

©— 2002

production site in Romania - JV company
Euro APS with Simoldes Plasticos

1995 —Q

production sites in Zagreb
and Vintai, Russia

O— 1994
ﬂ official name change
into AD Plastik
1992 —O
continued operations under [l
the name Autodijelovi
O— 1952

establishment of Jugoplastika -
original predecessor

Integrated Annual Report 2019
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Production sites

Rttt

AD Plastik d.d. - company's headquarters ZAO AD Plastik Kaluga
AD Plastik, Solin, Croatia Kaluga, Russian Federation

ADP d.o.0.

BRI G bR Mladenovac, Republic of Serbia

AD Plastik, Zagreb 1, Croatia AD Plastik Tisza Kft.
Tiszaujvaros, Hungary

AO AD Plastik Togliatti JV - Euro Auto Plastic Systems S.R.L.
Vintai, Samara, Russian Federation Mioveni, Romania
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Overview of markets and customers

Argentina Hungary Slovakia

Brazil Morocco Slovenia
Czech Rep. Mexico Spain
France Germany Turkey
India Poland UK

Italy Romania Uzbekistan
South Korea Russia Venezuela
China Serbia Taiwan
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Technologies and products

Many years of experience in the production of auto-
motive components and the knowledge we possess,
allow us the flexibility and responsiveness we need
to meet our customers’ needs and goals. As a quality
and reliable partner to our customers from design to
delivery of the products themselves, we follow global
trends and significant technological advances.

New materials and technologies, digitalization, roboti-
zation, safety and quality, are the trends of the auto-
motive industry to which we adapt every day. Through
continuous research and development of materials
and technologies, we contribute to the sustainable de-
velopment goals of the automotive industry - reduced
vehicle weight, increased comfort, better safety and
adaptability.

Injection moulding, painting, extrusion, blow mould-
ing, non-woven textile and thermoforming are key
technologies in our production processes.

+ CROATIA
INJECTION Solin
MOULDING Zagreb |

Zagreb Il

» CROATIA
PAINTING =
THERMOFORMING <)
AND NON-WOVEN M
TEXTILES

+ CROATIA
EXTRUSION o
BLOW MOULDING @lﬁ
24
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Painting Blow moulding

Injection Extrusion Non-woven
moulding textiles
Geographic availability of technologies
+ RUSSIA + SERBIA + HUNGARY
Kaluga Mladenovac Tiszaujvaros
Vintai
+ RUSSIA + SERBIA
Vintal Mladenovac (Thermoforming)

Kaluga (Thermoforming)

*+ RUSSIA

Vintai

+ SERBIA
Mladenovac

+ HUNGARY
Tiszaujvaros
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Key products

Exterior components

Hood Upper Grille Front Bumper

Deflector Rear Bumper Wheel Arch Housing

Rear Skirt Front Fender Front Fender Protector

Underbody Cover
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Technologies and products conineo

Key products (continued)

Interior components

Hard trims Floor Carpet Grab Handle
Trunk Carpet Headliner Sunvisor
1 14
-
"!_-’
Parcel Shelf Trunk Side Trim Door Panels
~ ——— —
;f“ A e
[#

Instrument Panel R ) 1
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Roof Moulding Windshield Finisher
£
N
Outer Belt Inner Belt Bellow Belt

Door Hidden Frame
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Research and development

We continue to work closely with our customers from the ear-
ly stages of development to serial production, anticipating their
needs, market expectations and the trends of the industry in
which we operate. Using modern tools and techniques, specif-
ic knowledge, skills and experience, and key technologies, we
achieve our customers' requirements and set corporate goals. As
the production of value-added components and modules is one
of our strategic determinants, we have been developing and im-
proving automated product assemblies by various forms and by
welding and adhesive bonding technologies. Long-standing part-
nership with customers results in the sustainable development of
us as suppliers and our customers. Thus, in 2019, we continued to
explore the possibilities of implementing new technologies avail-
able in the market and we are ready to face new challenges by
implementing activities in accordance with the main guidelines
of the auto industry and our customers.

Sl
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We are primarily focused on the following:

« product weight reduction by using modern engineering
tools for product design and validation, new production
technologies and equipment (mucell, chemical foaming,
gas assisted moulding) and materials (lightweight, multi-
component moulding).

« improvement of visual (percieved quality) and tactile
product properties with the possibility of personalizing
vehicle interior and exterior (painting, decorating with
foils - Hot stamping, IMD, FIM, INS), textile coating, light-
ing (ambient light)

+ improvement of technology of assembling different prod-
ucts and materials, taking into account the process of
disposal and recycling (adhesion, welding, assembly ac-
cording to shape)

+ development of interior painting technology

+ automation/robotization and digitization of production
processes
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Research and development importance and activities

The automotive industry faces several important challenges,
rapid growth, complex market expectations and the growing im-
pact of high technologies. Primarly, this refers to electronic and
IT technologies which need to be integrated into the serial pro-
duction of cars, all with the aim of improving safety, environmen-
tal protection and sustainable development. When materials and
the desire to design and produce lighter, environmentally more
friendly, more competitive, visually more attractive and techno-
logically more superior products are added to this, then the im-
portance of research and development is undoubtedly great.

Integrated Annual Report 2019

The knowledge and skills of the automotive industry have been
changing rapidly and we need to adapt to them in order to be
successful. The automotive industry has always been one of the
main drivers of development and research, as well as the eco-
nomic growth of society.

The four key trends in the auto industry that complement each
other are autonomous driving, the interconnectedness and inter-
activity of passengers, vehicles and the environment, carsharing
and electrification. Therefore, car manufacturers, as well as their
suppliers, are aware of the importance and the need to change
and upgrade key competences within development.

29
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Research and development coniineo

Autonomous driving

Although it will take a while for autonomous driving to take over
the primacy of the road, the automotive industry has been evolv-
ing in this direction by building already today complex electronic
systems inside the car. An autonomous vehicle sees the world
through sensors and its whole concept rests on their reliability
and radars. The main function of this vehicle is driver comfort
and safety.

During the past year, one of the most important and largest pro-
jects of the AD Plastik Group was the Renault Clio 5, which was

awarded as one of the safest vehicles. Our development team, in
collaboration with external partners, has been involved in defin-
ing, manufacturing and industrializing a product that emits radar
beams and a reflection scattering detection device. Namely they
ensure the reliable operation of the sensors, thereby affecting the
safety of the vehicle itself.

Such projects confirm the quality of our development team and
certainly lead us towards new projects and vehicles of the future.

30
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Robustness, safety and comfort

Aware of the importance of owning and improving specific skills
that contribute to the development, testing and ultimately deliv-
ery of robust automotive components, our development team
worked continuously on improving existing and learning new
skills throughout the reporting period.

During the development process, product optimization is crucial,
with as few design changes as possible, while meeting the high
technical and quality requirements of customers. In 2019, a large
number of development projects were completed in which ad-
vanced software knowledge and engineering simulations played
a significant role. With our knowledge of software skills, we con-
firm our status as a reliable development partner on the automo-
tive industry map.

Integrated Annual Report 2019

In addition to the increasingly demanding safety conditions, the
comfort of car users is becoming more and more emphasized. By
acquiring Actran Vibro Acoustics software and educating our en-
gineers, we have provided improvements also in this segment of
product development. With the help of the aforementioned soft-
ware and the acquired knowledge, at an early stage of product
development we can evaluate its acoustic performance, all with
the aim of providing comfort to the end user and meeting the re-
quired customer criteria.

Successful cooperation with the Ford development team during
2019 confirms to us the importance of continuous development
of our competences. Predicting and calculating the thermal ex-
pansion of an extremely long product that needed to fit perfectly
with adjacent parts, laden with extreme temperatures, was very
specific and demanding, but was successfully solved thanks to
new knowledge.
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Research and development coniineo

Carsharing and connectivity

Carsharing and connectivity as well as transferring focus from
technologies to end user, will bring about significant changes
in the development of the automotive industry, as well as in the
manufacturing itself.

In addition to comfort and personalized design, automotive com-
ponents need to provide more and more functionality that inter-
fere with the world of electronics, artificial intelligence and the

electrochemistry. Following developments within the industry, we ,III

have launched a pilot project to develop prototype tools and prod-
ucts that have the visual ability to adapt to end-user desires and
use ambient lighting. The next step is to apply printed electronic
circuits to the product that also have a functional role, such as
soft touch control of light, temperature, opening/closing car win-
dows and the like.

Lightweight and recyclable materials

Choosing the right materials is key to quality product develop-
ment. Cooperating with customers and global suppliers of ma-
terials, materials with specific characteristics are defined and
selected in order for final product to meet the strict criteria of
sustainable development and environmental conservation.

There is a growing use of bio-based materials as well as recycla-
ble materials that need to meet the clear quality requirements of
our customers. The most significant example of using bio-based
material over the past year has been in the production of Clio 5
instrument panel, using NAFILean ™ hemp-based material.

In the reporting period, cooperation was started with suppliers on
the development of lightweight materials, the potential applica-
tion of which is planned in gas-assisted injection moulding. The
ultimate goal is to obtain material that would provide less product
weight and satisfactory visual aspects.

In 2019, the project for the extrusion of expanded TPE material
was successfully implemented in order to apply it in the manu-
facture of semi-dynamic seals and to reduce the weight of glass
run channels.

Integrated Annual Report 2019
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Production and sales

Digital transformations initiate the trends in the automotive indus-
try, and end-user expectations have been increasing. Technology in-
novations are the drivers of all changes, and the industry itself is
one of those changing rapidly and succinctly. It has made signifi-
cant strides in the past few years, but technological development
and advancement are only bringing about new changes. Safety, sus-
tainable mobility, drive connectivity and advanced driver assistance
systems are just some of the steps towards autonomous driving.

Maximum energy efficiency and the highest environmental stand-

ards are prerequisites for survival in the automotive industry. Clean
production, reducing the amount of water and energy in vehicle

Integrated Annual Report 2019
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production, significantly lower carbon dioxide emissions and the
amount of waste within the process are global trends for industry
manufacturers and suppliers.

The automotive industry is certainly the most significant pillar of the
global economy in terms of its contribution. It has a unique role to
play in bringing together significant scientific and technological de-
velopments around the world and it drives the growth and perfor-
mance of international business.

AD Plastik Group is a part of the global automotive industry and
readily faces new business challenges in the field of development.
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PI'OdUCtIOﬂ and Sales (continued)

Major projects in 2019 per technologies

Although the last year was marked by the industrialization and
start of serial production for the Company key projects, it did not
lag behind the year 2018 in terms of quantity of active projects.
In the automotive industry, a specific project opens at the time of
sealing a specific deal, and closes three months after the start
of serial production. Projects include all the necessary prepara-
tory actions and their main activities include defining products,
manufacturing tools and devices, transferring tools and devices
to production sites, defining processes and specific packaging,
and preparing production sites for serial production.

In the reporting period, AD Plastik Group had 97 active projects,
and during the year 31 new projects were opened, of which 30
were development projects and one of general purpose. The new
projects, including ten projects for Russia, include a total of 157
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new tools, of which 114 are related namely to the Russian market.
This indicates the importance and focus of the work of the project
department on this particular market.

During the year, 26 projects for the European market and six pro-
jects for the Russian market were closed. The serial production
of a significant number of components in Solin and Zagreb has
begun for four new vehicle models that make up a large share in
the realization of these factories. For the Clio 5, redesigned Twin-
go and Smart nine quite challenging projects were closed in the
past year. For the three projects related to exterior components
we are a Tier 1 supplier, and in addition to injection moulding tech-
nology with simple assemblies, the painting technology and the
Hot Stamping technology are also represented. Regarding interior
components projects for the aforementioned vehicles, including

Integrated Annual Report 2019



Business

&01 02 @03

the Clio 5 spoiler, we are a Tier 2 supplier to our old partners Fau-
recia, SMRC, Grupo Antolin and Farplas. Interior components pro-
jects are notable for their complex mounting on devices incor-
porating milling, ultrasonic welding, laser and vibration welding
technologies. Production processes for 136 injection moulding
tools have been successfully established, all of these projects in-
clude also the assembly, while part of the products is also being
painted.

In the past year, a very significant project for the production of
decorative mouldings for the Ford Puma vehicle was closed. The
production of embossed mouldings takes place in Solin, and the
painted mouldings of fenders and doors are produced in Zagreb.
The complexity of this project was manifested also by the open-
ing of abrand new production hall in Zagreb for the purpose of as-
sembly. These projects have been completed in accordance with
the customer’s time plans.

Although they refer to a smaller number of products, the largest
number of open projects in recent years concerns the PSA Group,
which continued also in the reporting period. One of their more
demanding projects in 2019 is the speaker bracket project for
which a sophisticated robotic unit was purchased to apply PUR
to a plastic semi-finished product. This equipment has been in-
stalled, tested and put into operation at the Solin production site,
where almost all PSA Group products are also being produced.

New project of injection moulded and blow moulded instrument
panel components for Fiat 500 electric vehicle was opened in
2019 and production will take place in Solin and Mladenovac.

During the year, serial deliveries for the Skoda Rapid in Kaluga
began, closing a number of projects that included also different
technologies such as injection moulding, 2K injection moulding,
gas assisted injection moulding and thermoforming.

Nine new and very significant projects for Square and Granta ve-
hicles have been opened for the Togliatti plant, which with its 109
tools will significantly influence the layout of the plant itself and
the work of the project department in the coming period.

Integrated Annual Report 2019

During 2019, 16 projects were active in Hungary for various cus-
tomers (Suzuki, Bentley, BMW, Audi, Mercedes, Skoda) and their
number has expanded. For Suzuki and Bentley, we are a Tier 1
supplier, and in other projects we are a Tier 2 supplier. Five new
projects were opened and five of them were closed during the
year, ending the year with 11 active projects in Hungary.

Technologies in projects in 2019
75% Injection Moulding

8% Thermoforming

7% Painting

5% Extrusion

OO0 8 .

5% Blow Moulding

Manufacturing equipment in 2019 projects

B 28%Tools
. 35% Control gauges
] 13% Devices

[] 4% PokaYoka

The number of 97 projects in the observed period includes 544
tools in the making, 148 devices, 50 PokaYoka and 400 control
gauges. In the course of the year, 32 projects were closed, more
precisely, their serial production began, thus ending the year with
65 active projects.

35



Business ’% 0] : ,. nfgl

PI'OdUCtIOﬂ and Sales (continued)

Overview of revenue by technologies and production sites

By technologies By markets

i
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68% Injection Moulding + Blow Moulding B 79.27% EU+Serbia

16% Painting ] 20.73% Russia
8% Thermoforming + non-woven textiles

8% Extrusion
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European Union + Serbia

There were 15.3 million new cars registered
in the EU market, so despite the unfavorable
movements during the year, and thanks to an
increase in activity in the last quarter, an over-
all growth of 1.2 percent was recorded. In the
observed period, the German market grew by
five percent, French by 1.9 percent, while the
Italian market grew by 0.3 percent. The num-
ber of newly registered vehicles dropped by
2.4 percent in the UK and 4.8 percent in Spain.
Volkswagen Group continues to hold the larg-
est market share with 24.5 percent and vol-
ume growth of 3.3 percent. They are followed
by the PSA Group with a 15.6 percent share,
with a volume decrease of 1.3 percent, while
the Renault Group has a market share of 10.5
percent and the volume increase of 0.9 per-
cent.

Source of data: Acea.be

The customer list is arranged alphabetically
BMW

Currently in production: injection moulded exterior components,
headliner trims

Technologies: injection moulding, painting

Sales Markets: Germany, Hungary

Nominations won in 2019: headliner trims for BMW 3

FCA Group

Currently in production: air ducts, grab handles, underbody cov-
ers, painted interior and exterior components

Technologies: blow moulding, injection moulding, painting

Sales Markets: Serbia, Italy, Poland, Mexico, Brazil

Nominations won in 2019: grab handles Jeep Compass, interior
components and air ducts for Fiat 500e electric vehicle

Integrated Annual Report 2019

Ford

Currently in production: side fender and bumper claddings, front
and rear bumpers air diffusers, wheel arch liners, front and rear
wheel deflectors, painted exterior components

Technologies: injection moulding, painting

Sales Markets: Germany, Spain, Romania, Russia, Turkey
Nominations won in 2019: decorative door trims for Focus Ac-
tive and Puma Vignale.

Hella
Currently in production: headlamp housings
Technologies: injection moulding and assembly

Sales Markets: Slovenia
Nominations won in 2019: headlamp housings production
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PI'OdUCtIOﬂ and SaleS (continued)

European Union + Serbia (continueq)

MSC - Magyar Suzuki Corporation

Currently in production: front cover, air ducts, liquid tanks, injec-
tion moulded exterior components

Technologies: injection moulding, blow moulding, chrome plating
of injection moulded components

Sales Markets: Hungary, Japan

Nominations won in 2019: cooling fan trims for Vitara and S
Cross

PSA Group

Currently in production: grab handles, glass run channels, speak-
er brackets, screens, camera brackets, camera covers, extractors
and toothing belt protecting cover

Technologies: injection moulding, extrusion, painting and blow
moulding

Sales Markets: France, Spain, Czech Republic, Slovakia, Germany,
Argentina, Brazil, Russia

Nominations won in 2019: speaker brackets for the vehicles Cit-
roen Picasso and C-Elysee, decorative trims for Citroen C3, grab
handles (Peugeot 208, Peugeot 2008, Citroen DS3 Crossback and
Opel Corsa), inner engine covers for Opel Adam Crossback

Renault Group

Currently in production: painted exterior components, injection
moulded components, motor fans, headliners, painted and un-
painted decorative trims, all exterior spare parts and grab han-
dles, spoilers

Technologies: injection moulding, painting, headliner thermo-
forming, hot stamping

Sales Markets: Slovenia, France, Spain, South Korea
Nominations won in 2019: radar brackets for Renault Traffic

VW Grupa

Currently in production: grab handles, weatherstrip seals and in-
jection moulded exterior components

Technologies: extrusion, injection moulding and assembly

Sales Markets: Germany, Hungary, Slovakia

Nominations won in 2019: exterior door panels and bumper com-
ponents for Audi vehicles

Euro APS, JV Romania

Dacia
Currently in production: sunvisors and headliners, carpets

Technologies: injection moulding, thermoforming
Sales Markets: Romania
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Russia

The number of newly registered cars in this market decreased by
2.3 percent, more precisely, 1.8 million new cars were registered
in total. The most important automakers in Russia are the Re-
nault-Nissan-AvtoVAZ Alliance, with a 36.3 percent market share,
which recorded a decline by 1.4 percent over the observed period.

The customer list is arranged alphabetically
AvtoVAZ

Currently in production: headliners, carpets, injection moulded
interior and exterior components, static seals, air ducts, parcel
shelves

Technologies: thermoforming, injection moulding and extrusion
Sales Markets: Russia, Brazil, Columbia, Mexico

Nominations won in 2019: injection moulded exterior compo-
nents, outer belts and headliners for the vehicles Logan and San-

dero (export Brazil) and static seals, headliners, mudguards and
rear bumper protectors for the vehicle Lada Granta

FordSollers

Currently in production: headliners

Technologies: thermoforming

Sales Markets: Russia

GM-VAZ

Currently in production: headliners, static seals

Technologies: thermoforming and extrusion

Sales Markets: Russia

Nissan

Currently in production: injection moulded exterior components

Technologies: injection moulding
Sales Markets: Russia
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Kia has a 12.8 percent share in the Russian market and it de-
creased by 0.7 percent, Volkswagen Group with a 12.3 percent
share grew by 2.6 percent and Hyundai Group with a 10.3 percent
market share recorded a 0.5 percent year-over-year growth.

PCMA (Peugeot Citroen Mitsubishi Automotive)

Currently in production: injection moulded exterior components
and parcel shelves

Technologies: injection moulding and thermoforming

Sales Markets: Russia

Nominations won in 2019: injection moulded exterior compo-
nents for Peugeot Partner and Citroen Berlingo

Renault

Currently in production: headliners, carpets, injection moulded
interior and exterior components, parcel shelves, static seals, air
ducts

Technologies: thermoforming, injection moulding, extrusion
Sales Markets: Russia

Volkswagen

Currently in production: injection moulded exterior and interior
components, trunk side trims

Technologies: injection moulding, thermoforming, extrusion
Sales Markets: Russia

Nominations won in 2019: trunk side trims for the vehicles VW
Tarek and Skoda Karog
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Corporate governance

Corporate matrix

100.00%

AO AD Plastik Togliatti
Vintai, Samara, Russia

100.00%

ZAO AD Plastik Kaluga
Kaluga, Russia

100.00%

ADP d.o.0.
Mladenovac, Serbia

100.00%

AD Plastik Tisza Kft.
50()/ Tiszaujvaros, Hungary
(s

AD PLASTIK d.d.
Solin, Croatia

Euro Auto Plastic Systems S.R.L. !, 'l 00 000/0

Mioveni, Romania
AD PLASTIK d.o.o0.

Novo mesto, Slovenia
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Governance in the AD Plastik Group

In accordance with the mission and vision of AD Plastik Group, we
constantly strive to develop, prosper and improve the business
to the satisfaction of all our stakeholders. The Company's Man-
agement Board considers corporate social responsibility and high
standards of corporate governance to be the only correct way to
run a business and business activities are based on this.

With the aim of long-term growth and development of the com-
pany, the achievement of successful financial results, high trans-
parency of operations, efficiency, investing in the development of
competencies, competitiveness, quality and reliability are in the
focus of attention. At the same time, many years of awareness
and constant development of social responsibility at all levels are
undoubtedly the choice of the company and all its employees.
Aware of our responsibility, we have been continuously pursuing
activities that contribute to the goals of sustainable development.

We promote fair business, safe working conditions, employee ed-
ucation, equality and equal pay and respect for human rights. We
choose our business partners according to the values of the com-
pany and require them to adhere to the AD Plastik Group Code of
Business Conduct and Policies. We want to be a positive example
in the environment where we operate and we build our reputation
on responsibility and credibility.

With the aim of quality and continuous monitoring, continuous
improvement of corporate social responsibility and involvement
in operational processes, the Corporate Social Responsibility
Committee operates within the Company. It is composed of man-
agerial staff or direct subordinates from eight different areas,
most important for sustainable development. The Committee is
directly responsible to the President of the Management Board,
who together with the Management Board is also responsible for
approving the AD Plastik Group's Integrated Annual Report.

The most important topics of social responsibility are delegated
to the highest functions within the company and, as agreed with
the Management Board, improvements are being made to the
corporate social responsibility strategy and its implementation
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throughout the entire Group. The Committee is obliged to inform
the Management Board of the results of its work, strategy and
plans and regularly submit proposals for improvement. Other em-
ployees are also involved in the work of the Committee, as appro-
priate, depending on their areas of work and their potential contri-
bution to the implementation of the planned activities.

The Committee regularly communicates with employees to ob-
tain feedback on their interests and possible improvements. Sur-
veys among stakeholders are being conducted, and an ongoing
online survey on the importance of economic, social and environ-
mental topics has been available on the company's website since
the end of 2019.

At their meetings the Committee members define the goals for
the upcoming period, monitor their implementation and work on
improvements and development on an ongoing basis. In the AD
Plastik Group, the reporting period was marked by topics relat-
ed to ecology, and among other activities, an internal campaign
“Let's choose responsibly” was carried out.

We have also highlighted ecology as a topic in the preparation of
this report, which is printed on recycled paper and drawings were
used instead of photos. In this way, we want to remind also every
one of you who reads this report of the importance of preserving
the nature that surrounds us.
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Governance structure

GENERAL ASSEMBLY

N
—4 SUPERVISORY BOARD

N

MANAGEMENT BOARD

COMMISIONS

General Assembly

In the affairs of a joint stock company, the shareholders exer-
cise their rights at the General Assembly which is competent to
make decisions on the following issues: election and dismiss-
al of members of the Supervisory Board, appropriation of profit,
granting clearance to the members of the Management Board
and the Supervisory Board, auditor appointment, amendments
to the Charter, increase and decrease in the share capital as well
as on other issues for which it is competent in accordance with
law provisions.

On January 31, 2019, an extraordinary General Assembly meet-
ing was held at which it was decided upon the election of two
new members of the Supervisory Board.

A regular meeting of the General Assembly was held on July 11,
2019 at which, in accordance with the Company Act and Compa-
ny Charter, the Assembly was informed on the Annual report on
the state of AD Plastik Group for 2018 and the report of the Su-
pervisory Board on the conducted supervision of business man-
agement of the Group and the decisions on appropriation of prof-
it, dividend payment, granting clearance to the members of the
Management Board and the Supervisory Board, appointment of
the Auditor and election of a member of the Supervisory Board
were adopted.

4

The Company's corporate governance structure is based
on a dualist system consisting of a Management Board
and a Supervisory Board. The four key functions of the
company are constituted by the Management Board, Su-
pervisory Board, together with General Assembly and the
Audit Committee.

Supervisory Board

The Supervisory Board is responsible for supervising the Compa-
ny's business operations management, representing the compa-
ny with regard to the Management Board and making decisions
on matters that do not fall within the competence of the General
Assembly. Direct management of the Company is not performed
by the Supervisory Board, but it directs the Management Board in
making strategic decisions and setting the management frame-
work. The Charter of the Company also gives additional powers
to the Supervisory Board, and thus it defines that certain types
of business can be performed only with the prior consent of the
Supervisory Board.

The Supervisory Board has seven members, four of whom are
elected by the General Assembly, one is appointed by the Work-
ers’ Council, and two are appointed by a shareholder - Open Joint
Stock Company Holding Autokomponenti, St. Petersburg, Rus-
sia. Al members are elected for a term of four years and can be
re-elected.

Four regular and two extraordinary meetings of the Supervisory
Board were held in 2019. All members participated in the deci-
sion-making process at the meetings, either physically or in writ-
ing, as provided for in the Rules of Procedure of the Supervisory
Board, which are available at the Company's website.
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Members of the Supervisory Board

Dmltry Leonidovich Drandin, President
in 2019 he was reappointed to a new term
from October 19,2019 to October 19,
2023

+ appointed by the shareholder Open Joint
Stock Company Holding Autokomponenti

Ivica Toli¢, Vice President

« current mandate from July 20, 2016 to
July 20, 2020

+ appointed by the General Assembly

Igor Anatolyevich Solomatin, member

* in 2019 he was reappointed to a new
term from July 24, 2019 to July 24,
2023

+ appointed by the General Assembly

Statement on the remuneration policy
for members of the Supervisory Board

Pursuant to the decision of the General As-
sembly, a remuneration for work of Supervi-
sory Board members has been determined.
The President shall receive a remuneration
in the amount of 1.5 gross average month-
ly salary of employee in AD Plastik d.d. per
each Supervisory Board meeting and other
members shall be given remuneration in the
amount of one gross average monthly salary.
The calculation is determined on the basis of
gross average monthly salary of company's
employee, achieved in the three months prior
to the payment of this remuneration. Remu-
neration shall be paid after each Supervisory
Board meeting.
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Nadezhda Anatolyevna Nikitina, member

+ in 2019, she was reappointed to a new
term from October 19, 2019 to October
19,2023

+ appointed by the shareholder Open Joint
Stock Company Holding Autokomponenti

Robert Kuhta, member

« current mandate from October 30,
2017 to October 30, 2021

+ appointed by the Workers' Council

Ivka Bogdan, member

+ current mandate from January 31,
2019 to January 31, 2023

+ appointed by the General Assembly

Supervisory Board's Committees

The Supervisory Board has formed three
committees representing its advisory and
subsidiary bodies. At their meetings, the
committees make recommendations to
the Supervisory Board, thus enabling it
with their work to deal with more complex
issues in a more efficient and higher-qual-
ity manner.

Committees:

« Audit Committee, four members

+ Remuneration committee, three mem-
bers

+ Appointment Committee, three mem-
bers

Boze Plazibat, member

+ current mandate from January 31,
2019 to January 31, 2023

+ appointed by the General Assembly

At the end of 2018, two members of the
Supervisory Board, Zoja Crnecki and Hrvo-
je Jurisié, resigned from membership for
personal reasons starting from the day of
the extraordinary General Assembly. The
extraordinary General Assembly was held
on January 31, 2019, when their term of
office ended, within which new members
of the Supervisory Board Ivka Bogdan and
BoZe Plazibat were elected.

Audit Committee is responsible for moni-
toring the financial reporting process, the
accuracy and consistency of accounting
policies, making recommendations on the
conditions of engagement of the external
auditor, reviewing the effectiveness of the
external auditor, and indirectly the acting
of the Management Board and the Super-
visory Board in accordance with the rec-
ommendations of the external auditor.

President:
lvica Toli¢

Members:

Boze Plazibat

Dmitry Leonidovich Drandin
Igor Anatolyevich Solomatin
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Governance structure (continued)
Supervisory Board Committees (continued)

The Company meets the requirement of Arti-
cle 104 of the Zagreb Stock Exchange Rules,
pursuant to which at least one member of the
Audit Committee must be independent.

In 2019, four Audit Committee meetings were
held, namely on March 21, May 23, September
5 and December 12. All members of the Audit
Committee attended decision-making at all
meetings, either physically or in writing.

The reports on the implementation of the An-
nual Internal Audit Plan, the implementation of
the Non-Audit Services Policy for 2018, the con-
ducted supervision of the statutory audit, and
the consolidated and non-consolidated annual
financial statements for 2018, as well as mak-
ing recommendations for adoption of these re-
ports, payment of dividends and appointment
of auditors for 2019 were discussed and decid-
ed upon at the meetings and on that basis the
Audit Committee issued recommendations to
the Supervisory Board for their adoption.

Remuneration Committee proposes to the Su-
pervisory Board a policy of remuneration of
the Management Board, awards for members
of the Supervisory Board to be decided by the
General Assembly, and appropriate form and
content of contracts with the members of the
Management Board.

President:
Ana Luketin

Members:

Dmitry Leonidovich Drandin
lvica Toli¢
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In 2019, two meetings were held and were at-
tended by all members of the Committee who
participated in the decision-making. At the
meetings decisions were made on proposals
on remuneration of all members of the Man-
agement Board for the achieved goals, in ac-
cordance with the managerial contracts, and
on the managerial contract of the President of
the Management Board.

Appointment Committee nominates candi-
dates for members of the Management and
Supervisory Boards and assesses the quality
of the Supervisory and Management Boards'
work. When nominating members, the Commit-
tee meets the objectives set out in the Diversity
Policy regarding the election of the Supervisory
and Management Boards" members.

President:
lvica Toli¢

Members:
Nenad Skomrl]
Dmitry Leonidovich Drandin

Two meetings were held in 2019 and all com-
mittee members attended the decision-making
process at both meetings, either physically or in
writing. The proposals of the candidates of the
Supervisory Board and Audit Committee were
decided at the meetings and the recommenda-
tion on the appointment of the President of the
Management Board for another term of office
was made.

Integrated Annual Report 2019



Integrated Annual Report 2019 45



Business

&01 02 @03

Corporate governance ontines)

Governance structure (continued)
Management Board

The Company's Management Board is the leading body that con-
ducts the entire business on its own responsibility.It is appointed
and repealed by the Supervisory Board.

The main tasks of the Management Board are to represent the
company, prepare financial statements and submit them to the
Supervisory Board for approval, together with the decision on the
appropriation of profit, regularly submit to the Supervisory Board
business report, prepare and convene a regular annual meeting
of the General Assembly and submit business reports and define
corporate functions and their tasks. The Management Board is
responsible for the quality management of business risks, and it
checks the economic, environmental and social impacts of the
company at the regular meetings.

At its reqular meetings, the Supervisory Board estimates and eval-
uates the performance of the Management Board on the basis of
business performance indicators and the maintenance and build-
ing of a positive reputation of the company in all relevant publics.

In accordance with the Charter, Management Board may be com-
prised of three to eight members and the current Management
Board has three members. The mandate of the Management
Board's members lasts up to five years with the possibility of ree-
lection without limiting the number of mandates. Each member
of the Management Board represents the Company independent-
ly and individually and the members are elected in accordance
with their expertise and the necessary experience.

In addition to the basic criterion of professionalism, the Company
implements the Succession Plan in accordance with the Diversi-
ty Policy of the Management Board and the Supervisory Board
members, which is published on the company's website.

When selecting candidates, choice is based on those who have
experience and knowledge in the field of industry, but also on
those who are aware of the size of the company and all the tasks
set by the mission and vision. A good candidate for the highest
management bodies must match the profile pursued by the Man-
agement Board and the Supervisory Board. In this regard, person-
al qualities and integrity are extremely important.
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Marinko DoSen, President of the Management Board

+ born on March 25, 1963
+ Management Board member since February 6, 2015

+ current mandate
from July 20, 2016 to July 20, 2020

* new mandate
from July 21, 2020 to July 21, 2025

He was born in Rijeka where he graduated from the Facul-
ty of Engineering and obtained the title of mag. ing. mech.
He completed an MBA programme at the Zagreb School of
Business, orientation Petroleum and during his career, he
has attended several additional seminars and professional
training courses in the country and abroad. He began his ca-
reer at the Croatian petrochemical industry as an intern, and
from 1997 to 2004 he performed multiple managerial and
executive functions, including the post of the President of
the Management Board of DINA. Afterwards, as the Direc-

tor of the investment company Coca-Cola Bottling Energy,
he managed the construction of several energy projects in
Hungary. He was the Executive Director and Member of the
Management Board of the company Trast, one of the leading
logistics companies in Croatia, after which as the President
of the Management Board he managed the project for the
operative restructuring of the company Mirna, Rovinj.

He came to AD Plastik Group in 2012 as a Managing Director
of the company ZAO PHR (today AO AD Plastik Togliatti) in
Russia and he was appointed President of the Management
Board in 2015.

He is specialized in change management and crisis manage-
ment.

Integrated Annual Report 2019 47



Business 'ﬁ% 0] : .. uliBl

Katija Klepo,
member of the Management Board in charge of Sales and Strategic Purchasing

+ born on August 9, 1969
+ Management Board member since February 20, 2008
+ current mandate from July 20, 2016 to July 20, 2020

She graduated from the Faculty of Economics, University of Split and began her busi-
ness career at AD Plastik in 1994, in the Department of Price Calculations. She has
worked as a Manager of Economic Affairs and Assistant Executive Director of the de-
velopment of other programmes, purchasing and finances. When the Controlling and

Internal Audit Service was formed, she became its head, and was charged with finan-
cial supervision of all the companies within the AD Plastik Group. In February 2008,
following her position of the Director of Controlling and Internal Audit, she became a
Member of the Management Board of AD Plastik Group, which is a position she still
holds today.

Mladen Peros,
member of the Management Board in charge of Development, Research and Tool Purchasing

« born on July 3, 1968
+ Management Board member since November 9, 2011
+ current mandate from July 20, 2016 to July 20, 2020

He graduated from the Faculty of Mechanical Engineering and Naval Archi-
tecture in Zagreb, orientation Engines and Motor Vehicles and he began his
business career as a Construction Engineer at the Department of Research &
Development at the company Kon€ar EVA in Zagreb. In June 1999, he joined
the AD Plastik team as a Construction Engineer at the Department of Con-

struction. His career within the company advanced quickly, thus he soonly be-
came a Project Manager, Director of Construction, Director of Development,
Assistant to the Member of the Management Board for Commerce and Devel-
opment, and Member of the Management Board for Commerce and Develop-
ment. During that period he spent significant time in Russia developing the
market and launching newly formed companies. From July 2012 to February
2015 he was President of the Management Board of AD Plastik Group, after
which he has been working as Member of the Management Board.
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No member of the Management Board may be appointed member
of the Management or Supervisory Boards of another company that
operates in the same line of work as the Company, without the con-
sent of the Supervisory Board. They may also not, without its con-
sent, take part in the decision-making process or closing legal deals
if their legal representative, procurator or proxy of the other contract-
ing party is their blood relative, spouse, cohabiting partner or in-law
relative up to the second degree. Members of the Management Board
may not take part in the decision-making process connected with
any legal affair in which there is a conflict of interest between the
members of the Management Board and the Company. The Manage-
ment Board members are obliged to inform the other members of

Statement on the remuneration policy for
members of the Management Board

The employment contract for the members of the Management
Board defines their rights and obligations based on the perfor-
mance of their function, as follows:

+ monthly salary of the members of the Management Board

« annual bonus (remuneration) based on successful achieve-
ment of set objectives, in which case members of the Manage-
ment Board are entitled to a bonus in the amount of at least one
and up to five average monthly salaries, that is at least three
and up to twelve average monthly salaries regarding President
of the Management Board. Decision on bonus payment is made
by the Supervisory Board, depending on the degree and scope
of achieving the set objectives. The President of the Manage-
ment Board has an additional bonus contracted for achieve-
ment of the targeted increase in the share price.

+ the bonus is paid in shares of the company or in cash

+ life insurance policy with an annual premium in the amount of
EUR 3,000
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the Management Board, as well as the Supervisory Board of the cir-
cumstances of the conflict of interest, whether or not they take part
in the decision-making process or closing of the legal deal. They are
obliged to state all relevant facts regarding the nature of their rela-
tionship with the other contracting party and their own estimate on
the existence of conflict of interest.

28 meetings of the Management Board were held in the reporting
period. The total remuneration for the members of the Supervisory
Board and the Management Board and the Executive Directors for
2019 amounted to HRK 14,165,000.

* right to use an official vehicle 24 hours a day

+ severance payment in the event of the termination of the man-
date, unless the member was repealed prior to the expiry of
mandate due to reasons caused by his/her fault or resigned
himself/herself

According to the Remuneration Committee proposals, at the
meeting held on May 23,2019 the Supervisory Board made a deci-
sion on remuneration of the Management Board members based
on the successful business in 2018 and the achievement of all
goals set in managerial contracts. Management Board members
have been remunerated with 1000 Company's shares, while the
President of the Management Board has been remunerated with
1600 Company’s shares, all in accordance with the provisions of
the existing managerial contracts.

At the meeting of the Supervisory Board held on September 5,

2019, the decision was made to appoint the President of the Man-
agement Board, Marinko DoSen, for a new term of five years.
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Corporate governance (onneq Management
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Corporate functions

The goals and tasks of corporate functions are defined by the
Management Board and each corporate function has a clear-
ly defined executive level or a corresponding management level
that directly reports to the highest management body. The Man-
agement Board is reported about progress and task execution at
regular meetings, corporate functions propose improvements on
individual topics and existing governance methods are regularly
analysed and more advanced methods are proposed. Business
and governance improvements are an integral part of company's
adopted strategies and plans.

The corporate functions of AD Plastik Group are the following
ones: Controlling, Internal Audit, Human Resources, Research &

Management of subsidiaries (data as of December 31, 2019)

AO AD Plastik Togliatti, Russian Federation
Lebed Alexandr Vladimirovich - Managing Director

Superwsory Board
+ Matko Serdarevic - president
+ Denis Mileti¢
+ Branko Durdov
+ Marko Cambj
+ Josip Divi¢

ZAO0 AD Plastik Kaluga, Russian Federation
Nino Kac¢anski - Managing Director

Superwsory Board
+ Denis Mileti¢ - president
+ Branko Durdov
+ Matko Serdarevic
+ Marko Cambj
+ Josip Divi¢
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Development, Sales, Strategic Purchasing, Central Logistics, Fi-
nance, Legal Affairs, Corporate Architecture, IT, Occupational
Health and Safety, Quality System and Production.

Regular consultations with individual stakeholders are conduct-
ed by the management, which is obliged to provide feedback to
the Management Board. The Management Board occasionally, in
accordance with the requirements and needs of the stakehold-
ers, organizes consultations with certain Group's stakeholders.
Improving the collective knowledge of all relevant issues related
to company’s business and its sustainable development are an
integral part of regular business operations.

ADP d.o.0., Mladenovac, Republic of Serbia

* Andrija Kalajzi¢ - Managing Director

Supervisory Board

+ Mladen Peros - president

* Denis Mileti¢

+ Ana Luketin

Other representatives

+ Katia Zeli¢

+ Josip Divi¢

AD Plastik d.o.0., Novo Mesto, Republic of Slovenia
Mladen Sopci¢ - Managing Director

AD Plastik Tisza Kft., Tiszadjvaros, Republic of Hungary
Daniel Kovac - Managing Director

Supervisory Board

+ Zlatko Bogadi - president

* Ivana Filipovi¢

+ Josip Divi¢
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Corporate governance ontines)

G

overnance structure (continued)

Corporate Governance Code Statement

3

In the reporting period AD Plastik has applied the Corporate
Governance Code, edition 2070 (hereinafter: the Code) pub-
lished on the official website of Zagreb Stock Exchange, www.
zse.hr.

+ The Company has not adopted its own corporate governance

2

code in its regular business operations, instead it has imple-
mented recommendations and guidelines prescribed by the
Code of Zagreb Stock Exchange.

The Corporate Governance Code Statement, signed by all mem-
bers of the Management Board, is an integral part of the AD
Plastik Group's Integrated Annual Report, which is also availa-
ble on the websites of the Company and the Zagreb Stock Ex-
change.

In the reporting period, there have been minor deviations from
individual recommendations, stated in the Statement, as fol-
lows:

+ An information on all remunerations and other receivings from

the company or related parties of each individual member of
the Management Board or the Supervisory Board, including the
structure of remuneration, is not specified in the Report by the
Company in detail, but in summary for key personnel.

+ Most members of the Audit Committee are not independent

52

members of the Supervisory Board. All members of the Au-
dit Committee are also members of the Supervisory Board, in
which case the Audit Committee shall be exempted from the
requirement of independence as prescribed by the Audit Law in
Article 65, paragraph 7.

The Company does not use the means of modern communica-
tion technology to participate and vote at the General Assem-
bly, because in practice the current voting method has been
confirmed as the optimal solution.

3 Internal control is performed by Controlling and Internal Au-

dit Services. Controlling Department informs the Management
Board on conducted control and Internal Audit Service informs
the Audit Committee and Management Board.

Internal Audit Service is an independent and objective assur-
ance and consulting activity that is governed by value added
philosophy with the intent to improve company's business op-
erations. It helps the company in meeting its goals through a
systematic and disciplined approach of assessing the effec-
tiveness of risk management of the company, control and cor-
porate governance.

The scope of work of Internal Audit Service refers to research,
testing and evaluation of the efficiency of the internal control
systems, reporting on established results and proposing solu-
tions to the management, as well as to risk management and
Company’s assets protection.

4 Ten significant indirect and direct shareholders are listed on

page 58 of this report. The Company has no holders of secu-
rities with special control rights, nor holders of securities with
limitations on voting rights of a certain percentage or number
of votes. The Company has no specific rules on appointment
and revocation of appointment of Management Board mem-
bers, nor specific rules on authority of Management Board
members. The Company Charter prescribes that two mem-
bers of the Supervisory Board are appointed by the shareholder
Open Joint Stock Company ,Holding Autokomponenti from St.
Petershurg, Russia.

The provisions of Corporations Act and Company Charter are
applied on all aforementioned relations.

On July 20, 2017, the General Assembly gave authorisation to
the Management Board to acquire own shares on behalf of the
Company for the period of five years.

On December 31, 2019, the Company owned 69,058 own
shares.
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5 The General Assembly is competent for making decisions on
the following issues: electing and removal from office of Super-
visory Board members, appropriation of profit, granting clear-
ance to Management Board members, appointing auditors,
amending the Charter, increasing and reducing share capital
and on other issues under its responsibility as requlated by the
law. Shareholders exercise their rights via the General Assem-
bly. Activities of the General Assem