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CzG2Sait ToNR22@1l DNRdzLJ {9 o6a/ %Da 2NJ aliKS /2Yl
4dz0 AARAI NASAE O0adKS DNRdzLJGOG A& 2yS 2F GKS €SI RA
accessories for military and law enforcement, personal defence, hunspgrt shooting and

20KSNI OAGAT ALY dzaSad LG& LINRPRdAzOGA | NB®SArban] Si SR
Wesson, Zbrojovka Brno and 4M Systems brands.

Lia KAaAG2NR RIFGSAa o0FO1 (2 wmopoc 6KSy (GKS 2Sait
URSNE1é& .NRR® ¢KS FIO02NR o4& odzZAfd LINKR2NJ G2 22
aim of moving firearms production further away from the German border. It was one of the

largest and most modern armaments production facilities in Europe. The gatl® Qa LINR RdzO
of a full range of firearms started to develop gradually after WWII, resulting in strong product
positioning in all major segments of the firearms market.

In 1997, CAUSA was established in the United States to handle local distribusiales and
service of firearms. In 2004, CZG acquired the firearms division of Zbrojovka Brno and,
subsequently, it acquired Dan Wesson Firearms throughUSZ in 2005. In May 2020, the
Company acquired a minority stake in Spuhr i Dalby AB, a Swedish ncaumefaof optical
mounting solutions for weapons.

As 0f31 DecembeR020,CZG had an average recalculated headcount of 1,673 people, based

in the Czech Republic, United States and Germgnk.y OS h Ol 20 SNJ nHare n> [/ %I
traded on the Prague Stock Exange.¢ KS Yl 22 NA (& aKIFINSK2ft RSNJ Aa 285
with a 90.76% stake, the rest is free float.
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(CZKhousands)

Forthe year ended

Revenues from thesale of own products,
goods and sevices

There of: Production, Purchase and Sale
Firearms and Accessori8ggment

There of: Other Segment
Operating profit

Profit before tax

Profit for
operations

the period from continued

Posttax profit from discontinuedoperation

Profit for the period attributable to:
Owner of the parent
Non-controlling interests

Net earnings per share attributable to the
owner of the parent company (CZK pe
share)

Basic

Diluted

31 December| Change

2020 2019 in %
(audited)

6,819,673 5,958,742 14.4%

6,704,434 5,876,851 14.1%

124,672 81,891 52.2%

1,056,319 943,710 11.9%

851,023 912,455 (6.7%)

676,571 734,119 (7.8%)

- 15,192 n/a

672,948 743,276 (9.1%)

3,623 6,035 (40.0%)

21 25  (16.0%)

21 25  (16.0%)

(CZK thousands) As of
31 December 31 December| Change in %
2020 2019
Total assets 8,787,551 7,548,575 16.4%
Total equity 4,522,686 3,468,961 30.3%
Total liabilities 4,264,865 4,079,614 4.5%
Total liabilities and equity 8,787,551 7,548,575 16.4%
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January 2020

April 2020

May 2020

September
2020

October 2020

November
2020
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'y FéFNR FT2N 2Sait ToNre22@1+
the Year contest

The production of components for automotive and aviation
industry was spun off outside of the Group

2S&a1t | sighrdeagr@hework contaavorth up to CZK 2.35
billion with the Czech Army

Shares of CZG listed on the Prague Stock Exchange (technic
listing)

CzG¢2Sai1t T oNRr22@] | d®& MiBoditystdk® in |
Swedish Spuhr

CARDAM provided the Ministry of Health with the first masks
againstCOVIB19

CZG announced the public offering of its shares

LYAGALFf tdzof A0 2FFSNRAYy3I e@FSy4
zbrojovka Group SE raised CZK 812,000,000 in public offering of i
shares

KS . 2FNR 2F 5ANBOi
Y yYfka k9 h 2F 2Sait

I KIy3asa Ay i
68 WEy %l 2NO

CzZG announced exclusivity for negotiation about potential
acquisition of Colt
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4. Letter fromthe CZG President

Ladies and gentlemen,

The year 2020 was a remarkable one from many perspectivesCONAD19 pandemic brought

many organisational and logistical challenges with it. | am happy to note that we tackled all of

them successfully and CZG achieved record results, underlined byuineH of several new

products and strong orders. In June, CZG marked another important milestone in its history by
listing its shares on the Prague Stock Exchange. We took this step to demonstrate our
commitment to transparency and to accelerate our intational expansion. We will use the

LINE OSSR& (G2 TFdzyR GKS I OljdzAaAdazy 2F /2thG |1 2fRA
in February 2021 and which we expect to be completed in the second quarter of 2021 once

the transaction receives regulatory apprdva

The Coronavirus pandemic tested our institutional resilience, operational flexibility, and
personal responsibility. We focused on protecting the health of our employees while
maintaining production and keeping the distribution channels open. Thankbeacefforts of

all our employees and our partners across the world, CZG registered a record performance in
2020. Compared to the year 2019, when CZG generated revenues of CZK 5.96 bn, the company
recorded an increase of 14% and generated revenues of C&I82 bn in 2020. The EBITDA

of CZG grew by119 % to CZK 174bn compared to the year 2019. The operating profit of CZG

L Alternative Performance Measure, see Chaptér 1
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increased yo-y by 11.9 % reaching CZK 1.1 bn. The firearm units sold increased by 24.9 %,
respectively, compared to 2019, reachin§74463 firearm units sold.

Regionally, we grew in the United States, the Europe (excluding the Czech Republic), Africa

and Asia. The U.S. market continues to be the most important, witif66. 2 ¥ G KS 02 Y LI vy
2020 revenues generated in the U.S.A., whiebresents an increase @9.3% to CZK 4.51

billion, mainly as a result of high demand on the civilian market. Revenues in Europe (excluding

the Czech Republic) increased b®.4 % to CZK36,257million in 2020, with 137 % of the

O2Y LN yeé Qa H /menaratétlndite \Fdz&gion. Although we registered a decrease of
revenues in the Czech Republic, we expect a turnaround in 2021, as we start fulfilling the
orders by the Czech Army within the framework contract signed in 2020.

| consider our results to ba remarkable success, especially in light of the global impact of the
COVIDB19 pandemic. It speaks volume about the dedication of our employees, the strength of
our business model, and the overall market position of the CZ brand. We witnessed the
positive impact of organisational changes we undertook at the beginning of the year, when
CZG Board of Directors endorsed the creation of an overarching CZG Sales organisation under
the purview of our daughter company CZ Export. The newly structured Sales teaagethto
navigate the numerous logistical challenges caused by the interruption of the global
distribution network and was able to deliver our products to our customers. We are also
starting to see the benefit of Sales and Product being under one roof, dtter and faster
connection between market demands and product development.

The admission of CZG shares on the Prime Market of the Prague Stock Exchange took place on

1 June 2020 in the form of a qmlled technical listing without a prior public offag. Trading

of shares started on 2 October. The Board and | are very pleased about the steady growth of
CZG share price since the listing, supported by positive news such as the good financial results

of CZG for the first nine months of 2020 and the signaf exclusivity for the acquisition of

Colt. The increase of the share price has continued at the beginning of 2021. We welcome our
AKI NEBK2f RSNBEQ G(GNHzAG | yR &dzLILI2 N FyR ¢S adNRy3f
CZG, as we execute our steaty.

We decided to become a publicly listed company to demonstrate our strong commitment to
transparency and responsible corporate governance and to further strengthen our credibility
towards our partners, especially in the military and law enforcemesgmsent. Furthermore,

the entry on the capital market aimed at obtaining financing for our development plans, with
the paramount goal of acquiring a production capacity in the United States.

We will use the proceeds from the successful listing of €F&es to finance the acquisition

2F /2t0G 12tRAYy3 /2YLIhye [[/ =2 GKS LINBydG O2YLN
Manufacturing Company LLC as well as its Canadian subsidiary, Colt Canada. The transaction
is subject to regulatory approval but is acippated to close in the second quarter of 2021. The
CZGColt merger is a strategic step for both companies. The acquisition of Colt, an iconic brand
and a benchmark for the military, law enforcement and commercial markets globally, fits
perfectly in our stategy to become the leader in the firearms manufacturing industry and a

key partner for the armed forces. We are proud to include Colt, which has stood shetdder
shoulder with the U.S. Army for over 175 years, in our portfolio. We believe in the ssfates
connection of our corporate cultures, the proven track record of the current management
team and the complementary nature of the CZ and Colt brands. The combined group will have
revenues of more than USD 500 million and presents a real small armsrpouse. The

@CZGROUP ‘ ANNUAL REPORT 2020



experience of CZ and Colt management will further strengthen both brands and ensure CZ and
Colt deliver top quality products and solutions to all our customers. With this strategic move,
CzZG will acquire significant production capacity in theitéd States and Canada and
substantially expand its global customer base. Colt is a traditional supplier to global military
and law enforcement customers. Among others, Colt is a@mm supplier to the U.S. Army
(which relationship dates back over 1¥®gars) and, through its Canadian subsidiary, Colt a
designated exclusive supplier of small arms to the Canadian military.

We monitor opportunities for further growth not only in the small arms segment, as
represented by the acquisition of Colt, but alsodomplementary areas. In accordance with

this strategy, CZG acquired a minority stake in Spuhr i Dalby AB, a Swedish manufacturer of
optical mounting solutions fofirearms, in May 2020. This acquisition creates mutual synergies

in terms of products, custmers and geographical presence. We believe that the connection

of the CZ and Spuhr brands will further strengthen our position on the market and lead to
innovation for the benefit of our customers.

CZG and its daughter companies continued to win busin@essighout the year. In the Military

FYR [F¢e SyF2NOSYSyid YINJSGZ 6S YINJISR aS@SNI
framework agreement with the Czech Army to supply up to 39,000 small arms and ammunition
worth up to CZK 2.35 billion by 2025. We are alspy pleased about the fruitful collaboration
GAGK GKS 1 dzy3FNARFIY adrasS O02YLIl ye I NISytft Ay
programme, thus fulfilling the goal of rearming the Hungarian armed forces with four types of

CZ products. Furthermore, | walilike to highlight our success in the competitive tenders for

the delivery of pistols to the Military Police of the Federal District of Brasilia with ourZIZ P

and, as well as for the delivery of assault rifles and pistols to the Kenya Wildlife Setlice

our BREN 2 and-FO, respectively. Our daughter company 4M Systems was also successful in
Kenya, whereby the Kenyan Police ordered 3,000 sets of ballistic vests and helmets.

We continued to register strong sales on the civilian market, despite theldwdde
transportation disruptions and temporary closure of some of our partners caused by the
coronavirus pandemic and the associated local regulations. We also focused on implementing
the CZ Configurator in other markets. After its launch in the Czephliie, it is now available

also in Slovakia, Poland and Germany, and we will not stop there. The CZ Configurator helped
our sales during the time of closed stores dueGOVIB19.

We continue investingn Research and Development in order to deliver staf-the-art
products and maintain our competitive edge. More than 100 of our employees are directly
involved in R&D projects and a number of additional employees work on-fe&lbed tasks.
Thanks to this effort, we were able to launch several new prodtitéd have already gained
appreciation by our customers, specifically the GZOPM, or the Micro, which has completed

the defence and service strikdired polymer frame PLO pistol series; several optics and
suppressoiready models of the CZT10; threemodels of the new CZ 457 rimfire rifle; the CZ

TS 2, which is a new sport pistol series optimized for competing in the IPSC Standard Division;
and an addition to the CZ BREN 2 with the CZ BREN 2 Ms Carbine model.

The CZG R&D prowess was also demonstrhtetthe involvement of our experts from CARDAM

in the design and production of a protective mask against the coronavirus. The mask obtained
the European certification on the level of FFP3 proving the highest level of protection. The
Ministry of Health of te Czech Republic bought a total of 50,000 masks, which means that the
mask is supporting those on the front line of the coronavirus pandemic.
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As in previous years, CZG support@édny goodcase projectsncluding the Czech Army's
Military Solidarity Fund ashthe Policemen and Firefighters' Foundation, as well as many local
FOGAGAGASAE FrEtftAy3a dzyRSNJ GKS da3I22R ySAIKO2NE
other sanitary products to help local authorities and orgamtions tackle theCOVIDB19
pandemc.

In conclusion, let me highlight the key initiatives on which we will focus in 2021. Following the
regulatory approval of the Colt transaction, which we expect to be completed in the second
guarter of 2021, we will dedicate our full attention to the sssful integration between CZG
and Colt. It will be a significant undertaking and we will spare no effort to ensure this project
is a success, so that the joint GZ@It Groupand our investors can reap the benefits of this
very special connection in thgears to come.

We will also continue to investigate opportunities for further expansion through acquisitions,
joint ventures, or other strategic initiatives in the key complementary segments, such as
ammunition production, optics and optelectronics. Finky, we will invest in our people and

in technology, to be at the very forefront of technological development in our field. We aim
G2 O2yliAydzS G2 o6S Iy |GGNYOGAGS SYLX 28 SNE
growth, and attracting new talent.

Le me thank our of employees for your dedication, engagement, and perseverance
throughout the challenging and exciting year 2020.

LUBh a NYwvh £ ! y NY

President and Chairman of the Board
Czx2S5&a1t ToNpa22@1+ DNRdzLI {9
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a. Marketand Products

The Group'smanagement klieves the Group is one of the leading European producers of
firearms for military andlaw enforcement, personal defence, hunting, sport shooting and
20KSNJ) OAQGAT ALY dzaS® LG YIFNJ]SGa rbyoRvka SWBA Ala |
Dan Wesson, Brno Rifles and 4M SYSTEMS brands.

The Group designs, produces, assembles, markets and sells firearms. The Group addresses a
broad variety of enduser customers, ranging from federal, stabr local governments and
agencies, including military and law enforcement units, to civilians purchasing firearms for
hunting, sport shooting or personal defence purposes.

The Group produces a wide range of firearms including pistols, revolvers, ag#iest

submachine guns, grenade launchers, sniper rifles, shotguns and rim fire and centrefire rifles.

¢ KS DNRdAzLIQA YIAY LINPRdAzOGEA Ay Ao daRiEZPBHKOImddék tp Tl
pistols, the CZ Scorpion EVO 3 submachine gun, or the CZ Bi®Ebdu# rifle. The Group also

produces components for firearms, including sights, triggers, stocks, grips and spare parts.

The Group also markets and sells a wide portfolio of tactical accessories, including tactical
ballistic equipment, such as batic vests, helmets and other protection, combat uniforms,
backpacks and firearms accessories, such as handgun holsters, magazine pouches and slings.
¢KS DNRdAzLIQA YIFAYy | O0S & a2 NIsBriaCZIAMBRRIAD d @glateicgiiet dzR S
CZ 4M RARJR 2.0 Modular Protection System and tactical trousers CZ 4M OMEGA.

The firearms produced by the Group can be split into the following categories: handguns and
long guns.

Units 2020 2019 change in %
Type of Firearm unit sold by the Group

Long guns 161,754 142,303 13.7%
Handguns 305,709 231,973 31.8%
Total Firearms Units 467,463 374,276 24.9%

ANNUAL REPORT 2020
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¢tKS LIR2NITF2f
LI2 NG F2f A2 |
LINE RdzOG A 2y

Through the acquisition of the American handgun manufactuban Wesson in 2005, the

A2 2F (GKS DNRdAzLJQa KI yR3Idzya Aa

T 2 NJY &

faz2 AyOfdzRSa NXgZ2f OSNAT K26SOSNE (K
2F LAadz2fa KIa TFradudtidh RortiblioSince $BMNE O1 2
YR Ay OfdzRSa R21TSya 2F RAFFSNByid RSardya
model is the CZ 75, which is still being produced in an improved form.

FYR Y

Group has expanded its portfolio of handguns by adding the popular pistol models of the 1911
type. Revolvers are produced by the Group under the Dan Wesson brand. In the United States,

the Dan Wesson brand
and revolver expertise.

CZ Shadow 2

CZ P07

CZ P09

CZ P10 family

@ CZcroup

is generally consideamdupmarket brand due to its longerm history

CZ Shadow 2 represents the second generation of a stansliaed]
all-metal competition pistol which was developed in collaborai
with2Sal1t TQXNR2RFH2 G A chatitg3r Iverriationt
t N} OGAOIE {K2203Ay3 / 2yFSRSNI G,
CZ Shadow 2 family was extended by a-timp model Shadow
Orange. The CZ Shadow 2 is primarily marketed to a civilian cus
base including sportsmen in p&ular. It is particularly popul:
among IPSC competitors worldwide, but also among United S
t NF) OGAOIE {K22dAy3 ! aa20AF (A2
tAaiaz2ft 1 aa20AFL0A2y 6aL5t! YSYi

CZ P07 is a polymecompact pistol, designed primarily as a sen
firearm and for concealed carry. The CD'Pfollows the CZ5 R0O7
DUTY, while introducing a number of innovative features, suc
fiberglass reinforced thermostable polymer frame and a dur.
finish on tre slide, barrel and other major parts. The CDPis
offered in versions for military and law enforcement and for civi
use and is marketed to all types of customers, ranging from mil
and law enforcement to civilian customers.

The CZ B9 is a pistol designed primarily for military and |
enforcement units and for personal defence. The frame of the ¢
09 is produced from a mechanically and thermally extremely st
glass fibrereinforced polymer material. The CZ0P is offered i
verdgons for military and law enforcement customers and for civi
customers and is marketed to all types of customers, ranging
military and law enforcement to civilian customers.

TheCzmn FrFYAt& 27F LA aG2 tfisS RT dzNd
(i.e.hammerless pistol). They are suitable for personal defence
armed forces. The family is produced in different frame size
satisfy particular needs of specific client groups. The @B @ has

compact size and, as such, is sulabor concealed carry. The Cz
10 family is produced with a mechanically and thermally st
polymer frame reinforced with glass fibre. In 2017, the CIORC wa
gl NRSR (G4KS &l lFyR3Idzy 2F (GKS |

American magazine Guns &wno. The CZ-BO C is offered in speci:
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slightly tuned and modified versions, for both the military and
enforcement market and the civilian market.

¢KS DNRdAzLIQA LIR2NIF2fA2 2F KFyR3Idzya Ay Of dzRSa KIy
useandcik t ALy dzaSeo® ¢KS DNRdAzLIQA Kl yR3Idzy LINRRdzOGa& N
from federal, state or local governments and agencies, including military and law enforcement

units, to civilians purchasing firearms for hunting, sport shooting or persateibnce

purposes.

Handguns can be split into pistols and revolvers with pistols being further split into steel frame
pistols (e.g. CZ 75 Family and Shadow 2) and polymer frame pistols (e Q7CZ2 09 and

CZ P10) which can be further split into haman fired and striker fired pistols. The Group
covers all main markets of handguns due to, among other things, its capacity to produce steal
frame pistols

The table below contains most notable products in the categufrilandguns for the Group:

CZ75 family Pistols in the CZ5 family are semautomatic handguns based on t
locked breech principle. The @B line is equipped with a larg
capacity doublecolumn magazine. The @& family line is directe
at all types of customers, including military and lamforcemen
customers and civilian customers. The T&zZfamily also includes ti
CZ75 Compact which is an atietal compacisize pistol designe
primarily as a service firearm and for concealed carry7&€Zompac
is primarily marketed to military and Waenforcement customers.

¢KS DNRdAzLJQa f 2y 3 3Jdzya FNX O2YLINRASR 2F LINRRdzO
(assault rifles, submachine guns and sniper rifles) as well as civilian use (especially rim fire and
centrefire rifles, shotguns or combos), which means that the Grayecs all the main markets

for long guns up to a certain calibre.

The table below contains most notable products in the longseategory for the Group:

The CZ Scorpion EVO 3 is a modern submachine gun chamb:
9x19millimetre ammunition rounds. The CZ Scorpion EVO 3 en
the adjustment of fire in fullyautomatic fire, threeround bursts, an
single shots. The CZ Scorpion EVO 3 is produced in versic
military and law enforcement and for civilian use and whiteis
primarily marketed to military and law enforcement customers,
semtautomatic version is popular with civilian customers in
United States.

CZ Scorpion EVO 3

The CZ BREN 2 is a muglilibre assault rifle. The CZ BREN 2 i
successor of the CZ 8BREN. The system of the CZ BREN 2 is
on a triedandtested gas system with a thregosition adjustabl
regulator of the piston mechanism. The materials used in this fire
are fire-proof or highly flameresistant and impactesistant with ¢
high regstance against mechanical damage. The CZ BRENM

CZ BREN 2
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primarily marketed to military and law enforcement customers
modified CZ BREN 2 as a submachine gun is also produced for
use. Due to the use of different components, the civilian ver
canna be modified for automatic use.

The CZ 457 is the successor of the popular model CZ 455, w
being discontinued and replaced by the advanced CZ 457 mode
CZ 457 is a magazitied bolt-action rim fire rifle. The CZ 457 |
hammerforged, handlapped steel barrels, a trigger that
adjustable for weight of pull and the capability to interchange bai
in different contours and calibres by simply removing two set sc
from the receiver. The CZ 457 Synthetic has an ambidextrous po
stock that suits both rightg and lefthanded shooters. The G457
LUX features the classic design of a European hunting rifle. T
457 LRP is tuned to hit targets at extreme distances. The CZ
marketed to civilian customers including, primarily, ostsmen
hunters and outdoorsmen.

CZ 457

The CZ 557 is a universal centrefire rifle with a universal systt
sights. It is equipped with adjustable open sights on the barrel ¢
weaver rail on the receiver. The CZ 557 is primarily markete
civilian customers including, primarily, sportsmen, hunters
outdoorsmen.

CZ 557

In 2016, the Group expanded its product portfolio to include tactical accessories. Within the
Group, 4M SYSTEMS designs, markets and sells a wide rangifujipof tactical accessories,
including tactical and ballistic equipment, such as ballistic vests, helmets and other protection,
combat uniforms, backpacks, and firearms accessories, such as handgun holsters, magazine
LJ2 dzOKSa | yR &af A yigahiabcessdiSs tadgeRadzariom of édded dustomers,
ranging from federal, state or local governments and agencies, including military and law
enforcement units, to civilians purchasing tactical accessories for hunting, sport shooting or
personal defece purposes. The sale of tactical accessories enables the Group to provide its
customers with the full set of weapon equipment and such creslling is particularly
welcomed by military and law enforcement customers.

¢ KS DNERdJzLIQa O2 NX e@esiiJyecSentadhiningiaBdiprodiugtion df firearms.

The Group therefore made a strategic decision to outsource most of the production of tactical
FOOSa&a2NRsSa (2 SEGSNYyIf adzJ ASNBP® ¢KS DNERdzLIQaA
located LINA Y NAf & Ay (GKS /1T SOK wSLldzot A0z GKS {20h
Republic of China and the Republic of Korea.

The table below contains most notable products in the categufrthe tactical accessories for
the Group:

The CZ 4M EERIT is a ballisticshirt for concealed wearing. T
design of the tshirt is geared towards achieving the maximum ste

CZ 4M SPIRIT
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CZ 4M RAPTOR 2.0
Modular Protection
System

CZ AMOMEGA

required by secret operations for personal protection. The Cz
SPIRIT is primarily marketed to military and law enforcementsur

The CZ 4M RAPTOR 2.0 is a plate carrier and compact modular
designed specifically for special units. It is a lightweight and m
plate carrier. The CZ 4M RAPTOR 2.0 is the result of cont
devebpment of plate carriers of the RAPTOR type which membe
GKS /1S8SOK ' NveQa cnmaid {LISOAL

means of ballistic protection. The CZ 4M RAPTOR 2.0 is pri
marketed to military and law enforcement units.

The CZ 4M OMEGA tactical trousers are made of highly breat
tear-resistant material designed for a wide range of special mil
and security operations. TheéZ 4M OMEGA is primarily markete(
military and law enforcement units.
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¢tKS DNRdAzLIQA ONRIR LIR2NIF2fA2 2F KIFIyR3Idzyasz f2y3
vests, grenades and ammunition, enables it to serve a broad variety of firearm users, from
civilians purchasing firearms for personal de¢e, hunting, sport shooting and other civilian
uses, to federal, state or local governments and agencies, including military and law
enforcement units. The Group produces a wide range of firearms, including dozens of models,
in three main categories forhe civilian market: (i) pistols (including, steel frame pistols and
polymer frame pistols which can be further split into hammer fired and striker fired pistols),
(if) revolvers and (iii) hunting guns (which can be split into three categories: centrétes, r

rim fire rifles and shotguns) and five main categories for the military and law enforcement
market: (a) pistols, (b) submachine guns, (c) assault rifles, (d) sniper rifles and (e) grenade
launchers. Moreover, the firearms the Group produces for thiéitary and law enforcement
market are available in sersiutomatic versions for the civilian market.

The Group is able to meet a variety of customer requirements through a wide range of
products and product customization options. For example, in orddutther expand its reach

to even the most demanding of civilian customers, the Group launched an online firearm
O2Yy FTAIdzNF G2NJ Ay hOlG20SN) HnmpX HKAOK |ft2ga Od
products. The online firearm configurator was initiallyadeble only in the Czech Republic and
included the CZRO0 pistol, the CZ Scorpion EVO 3 submachine gun in aastminatic version

and the CZ 457 rim fire rifle. However, based on positive customer feedback and requests for
additional products, the Groupntends to include additional products in the online firearm
configurator and also make it available to civilian customers in other Key Markets and has
already expanded it to Slovakia, Poland and Germany. The Group also intends to evaluate
potential applcations of the onine firearm configurator for military and law enforcement
customers.

The Group operates primarily in the small firearms industry. The Group designs, produces,
assembles and sells firearms and tactical accessories for military and lasvcenfent,

personal defence, hunting, sport shooting and other civilian use. The small firearms industry

is highly competitive, and competition presents an ongoing threat to the success of the
DNR dzLJQa odzaAySaad ¢KS 3If20lF f fragméhled dnd mcAuNds a Y I £ f
hundreds of companies of various sizes and market power. The market is characterized by
relatively low entry barriers for potential new market participants which further decreases the
stability of the global small firearms industry

/| dZNNBy Gftesx G§GKS DNRdzLJQa YIyl3ISYSyid oStAS@gSa Kl
DNR dzLJ: Ay OfdzRS .t aASNJ DYool X . NRBgYyAy3ad LYyaGSNYyL G;
Manufacturing Company, Daniel Defence Inc., Fabbrica Di Armi PietedtBe&PA, Fabrique

Nationale de Herstal, FRATELLI TANFOGLIO S.R.L, Glock Gesellschaft m.b.H., C.G. HAENEL
GmbH, Heckler & Koch GmbH, HS Produkt d.o.o. (Springfield Armory), Israel Weapon Industries
(IW1), Kalashnikov Concern, OF Mossberg & Sons, Remi@gitmiloor Company, SAKO Limited,

Savage Arms Inc., SIG SAUER GmbH & Co. KG, Singapore Technologies Engineering Ltd., Smith
& Wesson Brands, Inc., STI International Inc., Sturm, Ruger & Company, and Taurus Holdings

Inc. In recent years, several establishednganies including Remington Outdoor Company

FYyR [/ 2fGQa al ydzFl Ol dzNAy3 FIFOSR FAYlIYyOALlf OK I f t
competitive environment, and both companies went through reorganization procedures under

United States bankruptcy laws iB018 and 2015, respectively, and Remington Outdoor
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Company entered reorganization procedures under United States bankruptcy laws once again
in 2020.

The Group competes with the aboweentioned companies primarily for large contracts to
supply military andlaw enforcement customers around the world (excluding China and/or
other embargoed countries). This typically includes long tendering processes and competition
for these contracts is mainly driven by innovation, range of products, quality testing and price
{2YS 2F (G(KS DNRdAzLJQa O2YLISGAG2NR FFNX o0S3GdGdSN
enforcement customers than the Group due to their longer operating history in this area and
larger base of established products and customers, wider recognition amolignmiand law
enforcement customers, and larger resources available to support higher costs of the
contracting process. In order to increase its market presence in the military and law
enforcement market segment, the Group needs to deploy significantueses to acquire the
relevant track record and experience and overcome disadvantages of being the late mover.
The civilian market segment is occupied by a large number of smaller producers who, although
without significant market power individually, collieely represent important competition to

the Group. In the civilian market segment, competition is largely driven by a combination of
price, brand recognition and product innovation.

(V)

¢KS DNRdAzLIQA FoAfAdGe G2 O02YLISGS SHFiSQuiltydsSt e RS
FYGAOALI GS Ada Odzali2YSNBEQ ySSRa FyR LINRJDARS LIN
new market and industry trends and regulatory developments, integrate modern materials

into its products, differentiate its products from its compeh 1 2 NEQ 2FFSNAyIas
upgrade its existing products, sustain and promote the strength of its brands and on its ability

to achieve these goals without compromising the quality of its product while increasing
production efficiency. Moreover, certaircountries, including the Unites States, impose

specific requirements for domestically produced parts or other content in products sold to
governmental entities or even complete production localization, which makes it even more
challenging and expensive toompete in such markets. For instance, the United States
adopted statutes and other regulation relating to federal procurement or federal grants

AyOf dzRAYy3I (K2aS GKIFIG NBSFSNI G2 d.dz2 ! YSNROFé& 20
preference for, thepurchase or acquisition of goods, products, or materials produced in the

United States, including iron, steel, and manufactured goods.

¢KS DNRJzLIQA YIAY O2YLISGAG2NE NB avitt | Nya I
management believes the followingSv LJ2 ya LINR RdzOSNE I+ NS (G KS DNZER dzLJ
markets.

w FN Herstal (Belgium) manufacturer of products including rifles, shotguns and handguns
for clay shooting, big game hunting, tracker and practical shooting, among others;

w Fabbrica Di ArmPietro Beretta SPA (Italy) manufacturer of shotguns, pistols, rifles and
premium guns for a variety of purposes such as hunting, competition sports and target
shooting among others. The Group believes their product portfolio is the most comparable
totheDNR dzLJQa Ay GSN¥Ya 2F ONBIFIROGK 2F 2FFSNRyYy3AT

w Glock Gesellschaft m.b.H. (Austri@producer of pistols for the civilian market and the
military and law enforcement market and the largest importer of firearms to the United
States;

w Heckler & Koch GmbH (Germanyjproducer of small firearms mainly for the military and
law enforcement market;
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w Kalashnikov Concern (Russialargest firearms manufacturer in Russia, producing pistols,
assault rifles, sniper rifles and sporting rifles for the civilian market and thigamy and
law enforcement market;

w O.F. Mossberg & Sons (U.&manufacturer of rim fire rifles, centrefire rifles and shotguns,
among others for the civilian market and the law enforcement market;

w Savage Arms Inc. (formerly part of Vista Outdoor Ind.B()¢ manufacturer rim fire rifles,
shotguns, centrefire rifles and modern sporting rifles for the civilian market;

w SIG SAUER GmbH & Co. KG (Switzertaphducer of pistols and assault rifles mainly for
the military and law enforcement market, whichsa occupies a very strong position in the
U.S. civilian market (repeatedly ranks among the top of five most sold manufacturers in
terms of revenue) In 2020, Sig Sauer announced its intention to close its European factory,
located in Germanyand

w Taurws Holdings Inc. (Brazil, U.&.manufacturer of revolvers and pistols for the civilian
market and the military and law enforcement market.

The Group designs, produces, assembles and sells firearms and tactical accessories for a wide
range of custmers. Key market customers include the civilian market customers and the
military and law enforcement market customers. The Group sells its products worldwide, but

GKS Y2480 AYLRNIFYG YFENJ] SGa F2N GKS DNEPR dzLidQa LINEF
and rest of Europe.

The United States represented 50.7 %, the Czech Republic represented 22.9 % and Europe
6SEOt dzZRAY3I G(G(KS /1 SOK wSLldzt AO0 NBLNSASYGISR wmn
United States represded 66.1 %, the Czech Republic representeld8 % and Europe

(excluding the Czech Republic) represente®lz’> = 2 F (G KS DNER dzl2 &s aNS @Sy dz
traditional Czech firearms producer, the Group continues to have a particularly significant
presence in tle Czech Republic.

The Group produces a wide range of firearms including pistols, revolvers, assault rifles,
submachine guns, grenade launchers, sniper rifles, shotguns, and rim fire and centrefire rifles

as well ascomponents for firearms, including sights, triggers, stocks, grips and spare parts.

The Group also markets a broad portfolio of tactical accessories, including firearms
accessories, tactical and ballistic equipment, such as ballistic vests, helmets aed oth
protection, combat uniforms, backpacks and firearms accessories, such as handgun holsters,
YFAFTAYS LJ2dzOKSa FyR aftAy3ad ¢KSNS Aa | 6ARS N
including for civilian use and for military and law enforcement uske Expected global

2 Source: Gunbroker
3 Source: https://sigsauer.de
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demand for small firearms was approximately 1.09 billion units in 2019 and is expected to rise
to 1.26 billion units in 2023. The civilian market represents the largest consumer of small
firearms with approximately 62.0 % of volume dendaand the military and law enforcement
market represents approximately 38.0 % of volume denfand

The civilian market includes personal defence, hunting, sport shooting and other civilian use.

a4 akK2gy Ay GKS OKI NIrearind mdrkBtROl@ mniufodS o2 F | LILE & 1Ofl
civilian demand for firearms for personal defence is expected to grow. According to the BIS

Small Arms Market Report, the increase is a result of the increasing number of female shooters
purchasing firearms for pepnal defence because of rising security concerns in developed
markets, mainly North America and Europe. In addition, the BIS Small Arms Market Report,
expects a growing number of participants in hunting and shooting sports to drive civilian
demand (from amarket value of USD 1.48 billion in 2017 to a forecasted market value of USD

1.75 billion in 2023) with a medium impact over the next one to two years and a high impact

over the next three to five years.

¢ KS DNRdzLJQa Odza G2 YSNE xemerni iidket\are fedeiial, dtdte ok IgcRl f | &
governments and agencies. According to the BIS Small Arms Market Report, the military and
law enforcement market will be driven by (i) rising demand for handguns for law enforcement
with a high impact over the nextne to two years and a high impact over the next three to

five years and (ii) an increase in defence expenditures with a medium impact over the next
one to two years and a high impact over the next three to five years. There has been an
increase in the oerall defence spending of various countries all over the world. The growing
defence budget of the different countries is playing a major part in the defence modernization
program adopted for strengthening their military forces. Global military expenditige
estimated to have reached USD 1,922.10 billion in 2019 (Source: SIPRI Military Expenditure
Database), its highest level since 1988he 15 countries with the highest military
expenditures in 2019, include the United States (USD 719 billion), Chiria ZB& billion),

France (USD 52 billion), Germany (USD 51 billion), the UK (USD 50 billion) and Italy (USD 28
billion) (at constant 2018 prices and exchange rates).

The Group believes that its brands are globally recognized among firearms customers and

G fdzSR SalISOAlFffe F2NJ 322R ONI FlaYlyakKAL ¢6KAO
of experience in the firearms business and the iconic status of some giraducts. For
example,the Shadow 2 OR pistol from €ISA has been named as the best Full Size -Semi
Automatic Handgun of the yedyy the Ballistic Magazine's annual Ballistic's Best Awands

202C. In 2019, the CZ-R0OS Optics Ready line was awarded OnNEBS G al I T Ay S 9
Choice Awarfland Gun News Daily ranked the CZ 75 pistol third among the ten best handguns

4 Source: BIS Small Arms Market Report
5> Source: SIPRI Trends

® Source: The Outdoor Wire
"Source: On Target Magazine

@CZGROUP ‘ ANNUAL REPORT 2020



for home defence and among the most reasonably pric&ln News Daily also described the

/% 1tp G2 08 (KS 62NIRGE I WOKBG1G21Ik SBELINAT Bt 21Fy |
pistol, which are nine millimetre sersiutomatic handguns with a double stack highpacity
magazine and all steelfraf@ LYy Hnamy>S GKS /% {O2NLIA2Yy 9+h o {
for Best PistolCaliber Carbine @ . I t f AAGACORYRISAY NhAFrEAYS 61 a |
9RAG2NREA / K2AO0S ! 61 NR PRhNGroup ads sofd Dver ohdmilboh 8y 2 F
75 pistols and the Cz-®#n / ¢l a gl NRSR GKS dal lyR3Idzy 2F (i
prestigious! YSNA OlIY YI3FTAYyS Ddzyd 9 ! YY2d ¢KS DNER dz
numerous military and law enforcement customers, such as armed forces in the Czech
Republic, Hungary, Poland, Slovakia, Portugal, Romania, Jordan and Serbia; police and border
units in the Czech Republic, Colombia, Kenya, Indonesia, Malaysia, Mexico, Poland, Romania,
{20 1ALS {t28SYAlS {Ay3IlILIRNBI !ToS1Araidlys I yF
F2NOSs> GKS DNRdAzZLIS RQAYGISNWSYyGAz2y RS tF DSYRFNY

¢ KS DNER dzLJQ & to@h2 NighdstiingGsyfy quality standards and technological prowess

NS Ffaz2 dzyRSNIAYSR o6& &adz00SaasSa 2F (GKS DNERdzL
example, in October 2019, David Miller and alCZA team of five shooters set a new Guinness

World Record of 14,167 sporting clays shot by a team of five in 12 hours. They used the CZ

1012 shotgun, which uses the energy of recoil to eject the spent shell and load the next round

and was proved by being put through the wringer of firing over 5,000 roumdBout any

Ot SFYyAy3a 2N tdzoNAOFGA2y®d® LY |RRAGAZYZI | OO2NRAY
GKS DNRdAzLIQ&a / % {KIFIR2¢ wu 6l a (GKS Y2ad LJ2LJdz I NJ KI
USPSA National Championships, and was used by 48 % tidigeants, while the closest
competitor-produced weapon was chosen by only 20 % of participants in the production
division.

In addition, in 2019, the Group was selected to represent the Czech Republic in the European
5STSyO0S ! 3Syo0eQa eMNam@ERtOring af Métdllis RuxetilR Rruciure® and

al GSNAFfAa F2NI[AIKIGGSAIKGEG ! NY¥2dzNJ 60a! al! [L! £€0d ¢
the performance of the EU ballistic and blast protections by providing R&D support and
manufacturing samples.

The GrazLJQ&d LINP RdzOG& FFNX YINJSGSR G2 GKS YAt AGENER
OAGATALY YIFNJSG& dzy RSNJ Ydzt A LI S -WSNIDARWessbn/ Of dzR A
Brno Rifles and 4M SYSTEMS.

Military customers include members of regular army unitsdlamembers of various military
special forces units. Law enforcement customers include, among others, members of the
federal and municipal police, members of the border patrol, members of the prison service
and VIP protection units. Civilian customers utd hunters and outdoor enthusiasts, sport
shooters, including those competing in competitions held by the IPSC, the USPSA, the IDPA, as
well as other competitions, such as various rim fire rifle and centrefire rifle cup competitions.
The last category ofivilian customers is identified as hobby, home protection and personal
defence users.

8 Source: Guns News Daily: 10 Best Handguns
U 2dNDSY . FffAAGAOQA . Sad
¥ Source: TTAG

ANNUAL REPORT 2020

@ CZcroup




¢KS DNRdJzLIQA YIFNJ SGAy3 OFYLIAITya YR AYAOGALFGABE
market, its customer groups and possible legal limitations within that marke®K S D N dzLJQ &
marketing analysts periodically assess market potential and carry edé¢pth research which

Ad (GKSy dzaSR o0& (GKS DNRdzLIQa YINJSGAy3a 0O2YYdzyA
agencies to create effective marketing materials relevanatspecific enecustomer group. In

the United States, marketing and advertising materials undergo a special review to ensure

their content does not unduly expose the Group to liability under certain novel legal theories
currently being litigated in variouslS courts.The Group sells mainly through the following
distribution channels: wholesale, tenders, direct sale andlior. The Group sells mainly to
wholesalers and distributors for the civilian market and mainly by way of tenders to military

and law enbrcement customers, but also directly to emizd SNJ Odza 1 2 YSNRAR QAL K¢
company retail stores (located in the Czech Republic) and via its eshop for firearms
accessories.

¢ KS DNRdzLJQAa LINP RdzOGA2Y 27F FsioNdatehehs dpartshdie@e 2y S
complete products (i.e. firearms, accessories, ammunition etc.). The Group utilizes numerous

raw materials, including steel, wood, aluminium and certain alloys. The Group also utilizes
various types of supplied componentsspecially polymers and plastic firearms parts, pistol
YFEILTAYSas YFEOKAYAYy3a FANSEFENYa LI NIa FyR YSOl ¢
handguns.

The Group maintains relationships with more than 2,000 suppliers of various parts,
commodities, matemls and services via a combination of shartd mediumterm contracts,

some of which contain minimum purchase requirements (primarily those with utility
companies), but often without volume requirements or fixed prices, with a variety of suppliers,
as well as longterm relationships with vendors. For example, the Group works with
Rheinmetall Waffe Munition GmbH for the development and supply of medium and high
caliber ammunition as well as pyrotechnic products. The Group sources complete sporting and
huntind A K2 G3dzyada FNRBY (G662 ¢dzNJ AEK &dzLILX Kk 8 RE > YNdeH{ d
Sanat Kooperatifi temsilciler) and Akkar (Akkar Silah Sanayi), for sale in the United States
firearms market. All such Turkishade shotguns are marketed and sold undae CZUSA
brand. There is no written agreement between-O8A and Akkar or Huglu. The cooperation
between Akkar and CBASA started in 2012 on a naxclusive basis. The cooperation between
Huglu and CXSA originally started in 2003.

The Group deems th&llowing contractual relationships to be the most significant for the
DNR dzLJQa LINPRdAzOUGA2Y LINRPOSaayY adzZlJLJt ASa 2F LIAadzft
slides) and MIM parts for handguns and rifles.
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All segments® (G KS DNRdzLJQa o6dzaAySaa NS &adzomaSod G2 |
regulations. This section is not meant to be a comprehensive or complete description of the

entire regulatory framework accompanying and/or pertaining to the main determinantdef t

DNR dzLJQa o0dzaAySaas odzi I adzYYFENB 2yfé& AYyGiSyRSR i
requirements necessary to be fulfilled in order for the Group to operate its business.

Manufacturing and trading activitieslating to firearms in the Czech Republic are primarily

subject to the Czech Weapons Act, which implements the relevant EU legislation, in particular
Council Directive 91/477/EEC of 18 June 1991 on control of the acquisition and possession of
weapons, as¥SYRSR O0UGKS G@CANBEINNYAE S5ANBOGADBSE0I YR (
156/2000 Coll., on the authentication of certain types of firearms, ammunition and

LB NRGSOKYyAOa O60GKS AGCANBI N¥a l dzG KSYGAOFGA2Y I C
manufactuers, importers, distributors and other persons related to the firearm
authentication procedure conducted by the Czech Authority for Firearms and Ammunition
Testing. The procedures conducted by the Czech Authority for Firearms and Ammunition
Testing is futher regulated by Ministerial Decree No. 335/2004 Coll., on the implementation

of certain provisions of the Firearms Authentication Act.

Regarding EU legislation, the Firearms Directive was amended by Directive (EU) 2017/853 of
the European Parliamentan®d ¥ G KS / 2dzy OAf 2F wmt al @& wHamTt 0OUFK
Czech Republic has not implemented the Gun Ban Directive into Czech law despite its
implementation deadline in September 2018. In July 2019, the European Commission issued a
reasoned opinion urgig the Czech Republic and other member states that failed to transpose
the Gun Ban Directive into their respective national laws to do so as soon as possible. This step
follows the letters of formal notice, which the European Commission sent to the retevan
member states in November 2018. The member states concerned have two months since the
day of notification to notify back the European Commission of the measures taken. Otherwise,
the European Commission may decide to take further steps before the Couustice of the

EU.

In response to the Gun Ban Directive, a draft amendment to the Czech constitutional act No.
2/1993 Coll., the Charter of Fundamental Rights and Freedoms, prepared by the Senate of the
Parliament of the Czech Republic, has been suleditb the Czech Parliament. The proposed
draft amendment introduces a right to defend oneself as well as the lives of others with a
weapon as a constitutional right.

All persons conducting business relating to manufactudngrading of firearms are required
to obtain the following licenses: (i) a trade license under the Trade Licensing Act, (ii) an arms
licence under the Czech Weapons Act and (iii) an export licenses under Act No. 228/2005 Coll.,
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on control of trade in prducts whose possession is restricted for security reasons in the Czech
Republic and the Act on Trade in Military Materiel.

Handling of firearms (both military and nemilitary) is primarily subject to the Czech Weapons

Act andGovernmental Regulation No. 217/2017 Coll., on security requirements for weapons,
ammunition, black hunting dust, smokeless dust, matches and ammunition depot (the

G{ SOdzZNA G& wSIljdzANBSYSyi{ia wS3dzl dAz2yéod ¢KS {SC
elaboratesrequirements under the Czech Weapons Act on handling with firearms (both

military and nonmilitary). Compliance with the Czech Weapons Act and the Security
Requirements Regulation is overseen by the relevant police office; in this regard the relevant

police office may, in particular, require access to the documentation relating to controlled
firearms, request the submission of the relevant security material or to oversee the
destruction thereof.

In addition to Czech and EU regutatj the U.S. manufacture, sale, and purchase of firearms
are subject to extensive federal, state, and local government regulation. The primary federal
laws and regulations are: the Gun Control Act of 1968, the National Firearms Act of 1934, the
Arms ExporControl Act of 1976, the International Traffic in Arms Regulations and the Export
Administration Regulations, which have been amended from time to time.

Imports and exports of defence articles and services to and from the United States and U.S.
personsa &ddzo 2SO0 G2 GKS ! ®{® LYGSNYyFdA2yLFf ¢NI FTA
QELIR NI ! RYAYAAGNI GA2y wS3Tdzf F GA2y&a 6GKS a9! wé 0z
and militaryrelated items and services, including firearms, from, and tlgtoithe United
{GFrGSa YR ! ®{® LISNA2Yyad ¢KS DNRdAzLJQa &l fSa GKI
other military-related items, and services to or from the U.S. or U.S. persons, directly or
indirectly, are not subject to the ITAR or the EAR .ARcory 3 f & T { K $J.SDai®itelsIQa Yy 2
provide the Group a competitive advantage over its th&ed competitors because the Group

can serve military and law enforcement customers that exclude from their tender processes

any products and producers whiclreasubject to the ITAR or the EAR (for example recent
G§SYRSNB Ay DSN¥YIFIye& FYR CNIyOS0O® ¢KS DNRdJzLIQ& Y
F2dzy RFGA2Yy F2N) 6KS DNRdAzLIQ& FdzNIKSNJ ANRGSGKD
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b. Financial Performance

Revenues increased by 14.6%, fr@#EK6.0 billion 2019 to CZK.8 billion in 2020, mainly due
to an increase in the number of firearms sold as a result of increased demand in the United

States, Europe (outside the Czech Republic)

Regionally, revenues in the Czech Republiaei@sed by76.0%to CZK327.4million in 20200of
reduced sales to key military and law enforcement customers in the Czech Republic and a one
time ammunition delivery in 2019, which did not recur in 2020, as well as reduced sales to
civilian customers resuhg from the COVIR9 pandemic related shutdown measures, which
negatively impacted the availability of the Group's distribution chann&svenues in the
United States increased b%9.3%, reaching 4,506.7 millioin 2020 mainly as a result of
increased denand due to the COVHD9 pandemic, civil unrest and calls for to defund the
police in the U.SRevenues in Europe (excluding the Czech Republic) increas&d.#, to

CZK936.2million in 2020

Revenues in Africa increased B¥2.4%, to CZK14.6millionin 2020 due to ondime sales to

a military and law enforcement customers. Revenues in Asia increas2d 8%, to CZ1890.6

million in 2020 due to increased sales to military and law enforcement customers as well as
increased sales to civilian customeRevenues in the rest of the world (Other) decreased by
17.4%, to CZKR44.0 million in 2020 due to the negative impact on the availability of the
QAXKpanbghbctralate® $hdidoBrRneasaresi K S

DNR dzLJQa RAAGNAOdziA2Y a

and Africa.

(CZK thousands)

Foryear ended 3 December

2020 2019 Chgnge
in %
(audited)

Czech Republic 327,419 1,366,980 (76.0%)
United States 4,506,751 3,018,113 49.3%
Europe (excl. the Czech Republic) 936,257 832,787 12.%%
Africa 414,641 132,712 212.4%
Asia 390,575 312,833 24.9%
Other 244,030 295,317 (17.4%)
Total 6,819,673 5,958,742 14 4%
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Other operating income

Other operating income decreased 50.3% yoy and amounted tdCZK50.4 million in 2020
due to one-time royalties related to licences for the productiaf firearms received in 2019
that were not repeated in 2020.

Changes in inventories of finished goods and works in progress

Changes in inventories of finished goods and works in progress decraaaidly as a result

of increased demand in the United States, which led to the complete exhaustion of the Group's
inventory in the United States and increased production in both the Czech Republic and the
United States.

Own work capitalized
Own work capitakedreachedCZKL123.5millionin 2020, up by 17 %if compared to 2019.
Raw materials and consumables used

¢t KS | 002 dzyRaw gideridisiiaBdycondumables ugarbnsists of cost of goods sold,
material consumption and energy consumption. The itedecreased by 2% yoy and
amounted toCZK2,736.0million in 2020.0f this, the material consumption increased by 4.7%
while the cost of goods sold and energy consumption decreased by 29.4% and 2.6%
respectively As a percentage of revenueis,decreased from18.4% in 2019 t040.1% in 2020.

Services

Services increased by 33.4% yoy reaching CZK 1,094.7 million in 2020, primarily driven by
reclassification of sales commissions in the U.S. and operational and logistical costs related to
measures taken to addresie COVIEL9 pandemic.

Personnel costs

Personnel costs increased W.6% yoy and amountedo CZK1,260.1million in 2020. The

increase was attributable to changes in the allocation of remuneration(fd€ S / 2 YLJ y & Q&
representative bodies (in the six montlesded 30 June 2020, theompany paid the Board of
5ANSOG2NAE | YR { dzLJS NX A ,BséenMEhires i thEFo@mercaRdedai@meadt G A 2 y
and additional hires in the U.&nd Germany.

Depreciation and amortization

Depreciation and amortization increased by 6.2% yoy reaching CZK 393.5 million in 2020. The
increase can be attributed to continuous investments by the Group in its production base in
amounts exceeding corresponding depreciation.
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Other operating expensg

Other operating expenseamounted to CZK 144.3 million ugy 23.5% yoy irR020, mainly as
a result of the release of a provision created for obsolete inventonigmn the sale of that
inventory to a Group customer.

EBITDArom continued operations

The Goup's management considers EBITDA from continued operations to be a key
performance indicator in evaluating the Group's business. EBITDA from continued operations
is not a measure of performance defined or recognized under IFRS. The Group calculates
EBITI\ from continued operations based on the figures included in the Audited Financial
Statements. EBITDA from continued operations is defined astaggprofit for the period less
post-tax profit from discontinued operations plus income tax less other finaniocome plus

other financial expenses less interest income plus interest expenses plus depreciation and plus
expense from derivatives transactions less income from derivatives transactions plus
depreciation and amortization.

EBITDA from continued opetiahswas CZK.470.7 million which is an increase of 11.9% yoy.
Interest income and other financial income

Interest income increased by 2.1% yoy and amounted to CZK 17.3 million in 2020. Other
financial income increased by 299.1% yoy and amounted to203K million in 2020primarily

as a result of market interest rates movement and reclassification of financial income incurred
on derivatives transactions.

Interest expenses and other financial expenses

Interest expenses decreased by 10.9% reaching GZK million in 2020. Other financial
expenses increased by 310.7% yoy reaching CZK 361.3 million in 2020, primarily driven by FX
losses.

Income/Expense from derivatives transactions

Income from derivatives transactiomdecreasedby 60.6% yoy and amountedd CZK1389
million in 2020.Expense from derivatives transactiodscreasedoy 20.1% yoy reachingCZK
240.1million in2020.

Profit before tax

Profit before tax slightly decreased by 6.7% yoy and amounted to CZK 851.0 million in 2020.
The decrease is related to the significant depreciation of CZK against both EUR and USD in
2020 discussed above.

Income tax

As a result of the lower preax profit, income tax decreased by 2.2% yoy and reached CZK
174.5 million in 2020. In addition, the Grog@stimated effective tax rate went up from 19.5%
in 2019 to 20.5% 2020.

Profit for the period from continued operations

Profit for the period from continued operations decreased hg%yoy and amounted taCZK
676.6million in 2020as a result of factordiscussed above
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Net earnings per share attributable to the owner of the parent company

In 2020, ®t earnings per share attributable to the owner of the parent compargre CZK 21
which is down by 16.0% if compared to the year 2019.

c. Strategy and Olmok

The Group believes that it can execute a mixed growth strategy, combining external growth
driven by potential acquisitions, including the contemplated acquisition of COLT, and organic
growth driven by internal resources and the currently postponedd.iRock Project.

Currently, the Group generates most of revenues from sales to the civilian market. The Group
intends to focus on increasing its penetration of military and law enforcement markets
particdzf N @ Ay 2 SAGSNY 9dzZNRPLIS> (KS ! yAGSR {iGlFdSa
management believes the military and law enforcement market offers greater growth
opportunities than the civilian market due to the current political and security situatind

the rather long investment gap in most developed countries. The Group also believes that
AYONBIFAaSR alrftSa (2 YAETtAGFINR FYyR fFgs SyF2NOSYSy
NSO23ayAlAzy 3ISYSNIffex &dzLJLJ2 NI Ay Hcts @K BemDmNE dzLIQ &
brands.

The Group believes that it is well positioned to further penetrate the military and law
enforcement market. The Group can capitalize on its experience gained from supplying
firearms to military and law enforcement customers for maygars and can offer full firearm

and ammunition solutions to existing and new military and law enforcement customers. In
addition, it is critical to obtain the appropriate export licenses in order to be able to export
firearms and the Group has a succaddfack record of obtaining the necessary approvals for
export from the EU.

The Group has been upgrading its product offering to include all relevant types of handguns
(mainly pistols), submachine guns and advanced assault rifles, including the additios ©Z

457 rim fire rifle series, the CZ 455 Mini Sniper rim fire rifle, the CZ Shadow 2 Orange sport
special pistol and three new models to the CA®Ppolymer frame pistol series in 2019 and
2020. Also, the Group intends to intensify its firearms amdessories sales and marketing
efforts in order to penetrate the military and law enforcement market, including through
presentations and testing events for military and law enforcement customers. The Group has
also strengthened its footprint in Germany éMWestern Europe with new senior sales roles
KANX A& | yR dle KandgwRBsdzhdergoing testing to be certified for use by German
law enforcement. In order to increase its success rate in reaching and concluding agreements
with various military and dw enforcement customers, CZUB set up a tender support
department that specifically monitors and assesses various opportunities within this market.
Ly 2NRSNJ 2 AyONBIFasS (GKS DNRdAzLIQ&a LISYSiGNY GA2Y ;
selects and coopmates with external governmental agencies, partners and experts, such as
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various supply and procurement agencies and hires experienced experts with military
background and a lonterm experience within the defence industry. These individuals actively
seeknew opportunities as well as provide feedback to the research and development teams
assuring the Group maintains a highly competitive product portfolio.

Ly 2NRSNJ (2 Fdzft FAf (GKS DNEP dzlwQritors@ahdi avalyakes (0 KS |
opportunities for growth through opportunistic acquisitions. The Group is primarily looking at
acquisition opportunities among its competitors in the firearms production industry,
particularly those with significant sales to, andeoven track record with, military and law
enforcement customers in order to help the Group penetrate that market further. In addition,

in anticipation of potential changes in the needs and preferences of military and law
enforcement customers, which coutésult in the digitalization of small firearms, and further
integration of optics and optoelectronics, the Group is focusing on acquisition opportunities
among optics and optoelectronics producers and designers. The Group may also consider the
acquisition of ammunition producers and designers that would be complementary to the

DNR dzLJQa FANKINY& LINRPRdAzOGA RdzS (2 GKS AYLEZNIOLFY
products with the relevant ammunition and the increasing demand of military and law
enforcement customers for ammunition with more impact. The Group considers the ideal
enterprise value of potential acquisition targets to be in the area of EUR 50 to 300 million.
However, the enterprise value of the potential acquisition target is highly dependerthen

relevant market in which it operates and its position in such market.

In February 2021, the Group entered into the Colt Acquisition Agreement through this
acquisition, the Group plans to establish a substantial production presence in the United
Statesr YR | OljdzZANS / Q& aidNRy3I Odzad2YSNI ol asSo

Ly 2NRSNJ G2 068 +o6tS G2 SESOdziS (GKS DNRdzLIQa | Ol
line with the interests of all stakeholders, the Group has decided to create an acquisition
committee, which will help tB Group to ensure a disciplined approach to M&A activity.

The Group has expanded into more than 90 markets globally and continues to expand its
presence in growth marketgarticularly in the U.S. The especially dynamic trends in the U.S.

AY NBOSyidG @SIFNBR dzyRSNARAO2NB (GKS AYLRNIFYyOS 27
production capabilities, but also its degree of localization. The Group seeks to establish itself

as a pemium brand in the U.S. by strengthening its brand recognition among military and law
enforcement customers, increasing the production volume of its firearms as well as expanding

the variety of types of firearms it offers, including modifications and upgggato the current

product mix. The Group intends to continue upgrading its existing production facilities in the
Czech Republic to stimulate the organic growth of the Group and to enhance its production
efficiency and optimize inventory management and erdulfilment.

The Group has also decided to strategically expand its production capacities in the United
States by constructing a new production facility in Little Rock, Arkansas, which will potentially
ASNYS |a GKS DNRdJzLIQ& b 2 NHekond nvapNgkoOuctipn ficBity,Rrij dzl NJIi
FRRAGAZ2Y (2 AG&a SEA&AGAY3T YIFEAY TFLOAtAGE Ay ! K¢

S
S
¢

@CZGROUP ‘ ANNUAL REPORT 2020



production facility in Little Rock will help the Group to better serve the U.S. market, the largest
and most important small armmarket globally, to compete in more tender processes with
U.S. law enforcement and military customers as its products will be eligible for consideration
under the Buy American Laws, and thereby further strengthen its brand recognition in the U.S.
In addition, greater production capacity in the U.S. will provide the Group with flexibility to
switch production between the EU and the U.S. if needed, for example due to regulatory or
cost structure changes in one or the other location. As of date of this RefletGroup has

all the necessary internal approvals to start construction of the Little Rock Project. At the same
time, the Board of Directors of the Group decided in December 2020 to further postpone the
process as the potential acquisition of Colt cantgudially present a suitable medium term
substitute to the Little Rock Project and could provide the Group with the needed additional
production capacity in the U.S. Therefore, depending on the completion of the acquisition and
integration of Colt, the Grop will review its strategy of establishing production presence in
the U.S. The Group currently estimates that the Colt acquisition could result in the Little Rock
being postponed by approximately three to five years.

The Group has also recently enteredii 2 GKS CNIY YSg2NJ] ! ANSSYSyi ¢
l dzy 3F NAFY O2YLIl ye Fdzite 26ySR o0& (GKS | dzy3lF NRIy
manufacture and sell certain types of CZ firearms in Hungary. Any excess production capacity

from the Hungarian facilityapresents additional production capacity potentially available to
adzLILI2 NI GKS DNRdzLIQa 2NHFYAO ANRGGK FFYOAGAZYaod

In addition to its geographic expansion, the Group is also developing a wider product portfolio.
Among other things, the new additions will incle optics and optoelectronics with the aim to
support the anticipated shift to the use of smart and integrated firearms among military and
law enforcement customers which are being developed by the Group and its partners. The
Group also plans to introduceservices, such as specialty training programs for law
enforcement agencies.

The Group decided tbuild its North American headquarters and a production facility in Little
Rock, Arkansas (the "Little Rock Project"). The implementation of the Little Rock Project will
be done via a newly established company, MG, Inc.,which is a 100% subsidiary of O3
Holdings, Inc. According to the Group's plan, the facility is expected to manufacture,
warehouse and distribute the Group's higimd, precision firearms, while employing up to 300
workers over the next five years. The State of Arkansas has agreed to suppdstilding of

the production facility with incentives including a training program, tax refund program, land
donation program and, subject to fulfilment of the granted incentives conditions (in particular,
defined job creation) a forgivable loan. Thedabamount of incentives is expected to exceed
USD 23.4 million. The total area of the plot is approximately 260,008 is subject to the
land donation program. The planned logistics and manufacturing plant will be approximately
18,000 ni.

The Companyhas obtained the necessary permits to begin construction of the Little Rock
Project that was originally planned to begin in the second half of 282@he same time, the
Board of Directors of the Group decided in December 2020 to further postpone theepsoas

the potential acquisition oColtcan potentially present a suitable medium term substitute to
the Little Rock Project and could provide the Group with the needed additional production
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capacity in the U.S. Therefore, depending on the completiothefacquisition and integration

of Colt, the Group will review its strategy of establishing production presence in the U.S. The
Group currently estimates that the&olt acquisition could result in the Little Rock being
postponed by approximately three tovie years.

Currently, the group generates most of revenues from sales to the civilian market. The Group
intends to focus on increasing its penetration of military and law enforcement markets
particularly n Western Europe, the United States and select markets in Asia. The Group's
management believes the military and law enforcement market offers greater growth
opportunities than the civilian market due to the current political and security situation and
the rather long investment gap in most developed countries. The Group also believes that
increased sales to military and law enforcement customers will enhance the Group's brand
recognition generally, supporting the Group's aim of positioning its productpramium
brands.

The Group believes that it is well positioned to further penetrate the military and law
enforcement market. The Group can capitalize on its experience gained from supplying
firearms to military and law enforcement customers for many yeamd can offer full firearm

and ammunition solutions to existing and new military and law enforcement customers. In
addition, it is critical to obtain the appropriate export licenses in order to be able to export
firearms and the Group has a successful kraecord of obtaining the necessary approvals for
export from the EU.

The Group has been upgrading its product offering to include all relevant types of handguns
(mainly pistols), submachine guns and advanced assault rifles, including the addition@Z the
457 rimfire rifle series, the CZ 455 Mini Sniper rimfire rifle, the CZ Shadow 2 Orange sport
special pistol and three new models to the CA®Ppolymer frame pistol series in 2019 and
2020. Also, the Group intends to intensify its firearms and accessarales and marketing
efforts in order to penetrate the military and law enforcement market, including through
presentations and testing events for military and law enforcement customers. The Group has
also strengthened its footprint in Germany and WestdEurope with new senior sales roles
hires and the Group's-R0 handgun is undergoing testing to be certified for use by German
law enforcement. In order to increase its success rate in reaching and concluding agreements
with various military and law enfaement customers, CZUB set up a tender support
department that specifically monitors and assesses various opportunities within this market.
In order to increase the Group's penetration of the market, the Group also actively seeks,
selects and cooperates thi external governmental agencies, partners and experts, such as
various supply and procurement agencies and hires experienced experts with military
background and a lonterm experience within the defence industry. These individuals actively
seek new oppdaunities as well as provide feedback to the research and development teams
assuring the Group maintains a highly competitive product portfolio.

The Group has expanded into more than 90 markets globally andirnoedg to expand its
presence in growth markets, particularly in the U.S. The especially dynamic trends in the U.S.
in recent years underscore the importance of further expanding not only the Group's
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production capabilities, but also its degree of localirat The Group seeks to establish itself

as a premium brand in the U.S. by strengthening its brand recognition among military and law
enforcement customers, increasing the production volume of its firearms as well as expanding
the variety of types of fireans it offers, including modifications and upgrades to the current
product mix. The Group intends to continue upgrading its existing production facilities in the
Czech Republic to stimulate the organic growth of the Group and to enhance its production
efficiency and optimize inventory management and order fulfilment.

¢KS DNRdAzL) KIFa Ffaz2 SYyGSNBR Ayid2 G4KS CNIXYSé2N]
O2YLIl ye FdzZfte 2gySR 060& (GKS 1 dzy3FINAlIY adldSz 3N
and sell certain ytpes of CZ firearms in Hungary. Any excess production capacity from the
Hungarian facility represents additional production capacity potentially available to support

the Group's organic growth ambitions

In addition to its geographic expansion, the Grogpiso developing a wider product portfolio.
Among other things, the new additions will include optics and optoelectronics with the aim to
support the anticipated shift to the use of smart and integrated firearms among military and
law enforcement customes:

CZExportPraha, s.r.o.CZ EXPORJTis a global commercial organization of CZG, with key
responsibility of new markets and new partnership development as well as exploring new
business schemes globally, Wwiexception of sales activities in territory of USA. CZ EXPORT
covers both sales, business development and global marketing and consumer/customer
research. CZ EXPORT acts as an additional commercial representant and business developer
of its sister compaies within CZ Group. Also, CZ EXPORT buys and sells additional gear and
ammunition supplied from outside of the CZ Group portfolio, completing the portfolio of
offered products for full satisfaction of CZ Group global customers.

In 2021, the financial performance of the Group will be significantly impacted by thgaing

acquisition of 100% stake in Colt Holding Company LLC. The combined performance is expected

G2 RNAGS (KS DNRdJzLIO&A NXBX@SydzSa | yRgdwtHotthe T Ay |
existing operations. The acquisition will be partially financed by external financing in the form

of a bond issue that will increase net debt and net leverage ratio which was at around zero

level at the end of 2020. Further growth is anticipd in the US market and the sales to Czech

Republic should benefit from the deliveries under the framework agreement with the Czech

Army.

The management of the Company expects that the total revenues could reach CZK 4.1
billion in 2021. If the addibnal revenues from Colt are included, the total revenues could
reach CZK 12.§ 12.8 billion in 2021. The expected EBITDA in 2021 could grow modestly to
CZK 1.4% 1.65 billion for CZG or to CZK 238.55 billion if Colt is included in the guidance.
Captal expenditures of the Company are expected to reaer of total revenues or CZK 500

¢ 805 million in 2021.
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The Group cannot, at this time, predict the impact of the COY@Dpandemic, but it could
have a material adverse effect on the Group's businefisancial condition, results of
operations and/or cash flows.

d. Information Concerning COVID

¢KS DNRdzL) 2LISNY 6S&a Ada LINAYOALIt LINRPRdAzOGAZY 7
impact of coronaviru€OViIbu g 2y G KS DNR dzLJQ& LINR RdzOGA2Y KI & 0o
has not experienced major interruptions of its production process in its main production
facility; initially, production was closed for one day to evaluate the government
recommendationsand implement adequate measures and subsequently daily production was
slowed for approximately two months, but has since returned to full production capacity. At

the same time, the Group had to temporarily close its manufacturing facility in Norwich, New

York, beginning on 22 March 2020, cease production of its Dan Wesson products and, effective

11 April 2020, reduce its workforce in the U.S. by 35 employees. In May and June 2020, the
facility gradually started to rdire employees and restart productiomd, as of 31 December

2020, there were 29 employees at Dan Wesson. As a result of the closure and increased
demand for Dan Wesson products in the U.S., the Group had sold its entire stock of Dan
Wesson products by August 2020 and, despite the restart ofipction in its Norwich, N.Y.

facility, is not currently able to satisfy the continued increased demand for Dan Wesson
products in the U.S

The Group faces various risks related to the ongoing CQ9IRalth crisis. In December 2019,

a novel strain of coronavirus COVID reported to have surfaced in Wuhan, China. On 11
March 2020, the World Health Organization declared COMQ global pandemic. The rapid
spread of COVHR9 has resulted in authoritieenplementing numerous measures to try to
contain COVIEL9, such as travel bans and restrictions, quarantines, shelter in place orders,
curfews and shutdowns and these measures have adversely impacted and may further impact
the majority of economic sectorincluding portions or all of the Group's workforce and
operations, the operations of its customers, and those of its respective vendors and suppliers.
To date, the COVHD9 pandemic has caused significant financial market volatility and
uncertainty and inérnational supply changes, which have already significantlyrekeged
global business activities and could restrict access to capital and result in atdong
economic slowdown or recession that could negatively affect the Group's operating results.
The Goup's sales increased in certain markets during the firstnsdnths of 2020 and since

the COVIEL9 outbreak and the start of civil unrest in May 2020, demand in the U.S. has been
higher than demand in previous years, however, the Group is unable to sisgesther or for

how long the increased or stable demand in those markets will last and believes this may be a
temporary effect. In addition, due to the near halt of passenger air flights from and/or to key
markets of the Group, the Group has had to swifchm using the excess cargo capacity of
passenger air flights to more costly specialised cargo plane flights. Consequently, the cost of
GNF yALRZNIIFGAZ2Y 2F GKS DNERdzLIQa TheNRoRBmzpeérates Ksk a A y (
principal production facile Ay ! KSN&1é& . NRRX /1 SOK wSLlzot AOd
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Group's operations. The Group does not have any other significant production capacity which
could substitute this facility. If significant portions of the Group's workforce based in Udersk
Brod were unable to work effectively as a result of the COI8pandemic, including because

of illness, quarantines, facility closures, ineffective remote work arrangements or technology
failures or limitations, the Group's operations would be matesiatversely impacted.

The Group has significant manufacturing operations in the Czech Republic and an important
distribution centre as well as the Dan Wesson manufacturing facility in the United States. Both
the Czech Republic and thénited States havéeen affected by the pandemic and taken
measures to try to contain it. As part of such measures, the Group has had to temporarily close
its manufacturing facility in Norwich, New York, as of 22 March 2020, cease production of its
Dan Wesson products and, fettive 11 April 2020, reduce its workforce in the U.S. by 35
employees. In May and June 2020, the facility gradually started tbinee employees and
restart production and, as of 3December2020, there were29 employees at Dan Wesson. As

a result of theclosure and increased demand for Dan Wesson products in the U.S., by August
2020, the Group had sold its entire stock of Dan Wesson products and, despite the restart of
production in its Norwich, N.Y. facility, is not currently able to satisfy the coetrnincreased
demand for Dan Wesson products in the U.S.

There is considerable uncertainty regarding measures taken to try to contain the pandemic

and potential future measures, including region and/or town closures/quarantines, forced

and/or voluntary fadity closures, reductions in operating hours, labour shortages and real

time changes in operating procedures to accommodate social distancing guidelines.
wSAGNROGA2ya 2y | 00Saa (2 GKS DNRdzLIQ& YI ydzFl O
workforce, or similar limitations for its suppliers, and restrictions or disruptions of
transportation, port closures and increased border controls or closures, could limit the

DNR dzLJQa | 6AfAGe G2 YSSiG O0dzali2YSNI RSYI drRiall yR K|
condition, cash flows and results of operations. There is no certainty that measures taken by
governmental authorities will be sufficient to mitigate the risks posedd®VIbD19, and the

DNR dzLJQa FoAfAGe (G2 LISNF2NY ONRGAOFE TFdzyOiAazya

The Group has experienced interruptions to its supply chain and if these or other interruptions
are longlasting or spread to a wider supplier base, this could cause shortages in certain
materials, parts and labour supplies that are key to the Group'sroencial operations and
negatively impact the Group's business results. Additionally, the CQ¥Ipandemic may
impact distribution and logistics providers' ability to operate or may increase their operating
costs. For example, the Group has traditionallyed cargo services on passenger flights
provided by airlines as a complementary product. As passenger flights have been dramatically
reduced, the Group has had to use alternative logistics solutions, in particular dedicated cargo
flights, which tend to benore expensive than the services used in the past. These supply chain
effects may have an adverse effect on the Group's ability to meet consumer demand and could
result in an increase in the Group's costs of production and distribution, including increased
freight and logistics costs and other expenses. While there have been intensifying efforts to
contain the spread of COWI® by the governments of the countries and territories affected,
the extent to which the COVHD9 outbreak impacts the Group's ressilits highly uncertain and
depends on future developments, including new information that emerges concerning the
severity of the COVHR9 pandemic and the actions to contain the outbreak or treat its impact,
among others.
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The COVIEL9 pandemic and the coainment measures taken could impact the Group's
business globally, including through store closures or reduced operating hours or decreased
retail traffic because consumers are staying at home. Store closures by the Group, its
wholesale customers or distrutors globally have been required in certain markets and
additional store closures may be required and there can be no assurance as to how long these
closures may remain in effect or as to whether they may need to be reinstated following a
resurgence intie number of infections. Furthermore, even after reopening, there can be no
assurance as to the time required to regain operations and sales at prior levels.

In addition, the Group's business is sensitive to reductions in discretionary spending by
consumes. In recent months, the COVII® pandemic has also significantly increased
economic and demand uncertainty, and has led to disruption and volatility in the global capital
markets, which could lead to a decline in discretionary spending by consumersumsnaelss
failures or insolvencies, including of the Group's wholesale customers and distributors, and
which could in turn impact, possibly materially, the Group's business, sales, financial condition
and results of operations. In the United States, the upéoyment rate was at 3.5% in February
20204, since the U.S. president declared a national emergency over the CAVpandemic

on 13 March 2020, the unemployment rate reached 4.4% in March and then 14.7% in April
2020, the largest onenonth increase andhe highest rate in the history of the official
government data (started in 194%) Subsequently, in July 2020, the unemployment rate in
the United States decreased slightly to 102%Jncertain or negative outlook on general
economic conditions can causéynificant changes in market liquidity conditions, which could
impact the Group's access to funding and associated funding costs, which could reduce the
Group's earnings and cash flows. The Company cannot predict the degree to, or the time
period over whch, the Group's sales and operations will be impacted by the CQVID
pandemic, and the effects could be material. It is likely that the C&Ipandemic will cause

an economic slowdown, and it is possible that it could cause a global recession.

The Graip continues to monitor the rapidly evolving situation and guidance from international
and domestic authorities and may take additional actions based on their recommendations. In
these circumstances, there may be developments outside the Group's con@bl¢lguire the
Group to adjust its operating plan. The ultimate magnitude of the Cahdpandemic,
including the extent of its impact on the Group's financial and operational results, which could
be material, will be determined by the length of time thidite pandemic continues, its effect

on the demand for the Group's products and services and the supply chain, as well as the
effect of governmental regulations imposed in response to the pandemic. The Group cannot,
at this time, predict the impact of the GOD-19 pandemic, but it could have a material adverse
effect on the Group's business, financial condition, results of operations and/or cash flows.

The COVImdp 2dzio NSl |1 KFa LI2aSR aA3IYyAFAOLYy(d OKIFff Sy
reported period.CZG implemented various measures to keep its business and operations going

and provide the highest possible protection to its employees in all production plants. The
Company has bought protective equipment (face masks, respirators, disposable gloves and
disinfection), vitamins for its employees, provided psychological support and extended the
spacing at the workplaces. The closed work teams up to 10 employees were created. The work

shifts were cut and shortened so that the workers in each shift did not nre¢he changing

11 Source:U.S. Bureau of Labor Statistics
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rooms and had an additional time for personal hygiene and disinfection. The Company
increased the frequency of cleaning and disinfection of all contact surfaces.

The Group's management, having considered all information availablereaasures adopted

by the date of the issuance of this report, concludes that Group has adequate resources to
continue its operations for the foreseeable future. For this reason, the Group continues to
adopt going concern basis in preparing its consoliddiaedncial statements.

e. Plants and Facilities

¢KS DNRdAzLIQa YIFAY LINRPRdAzOGAZ2Y FFrOAfAGE Ay | KSNE
inhabitants, is situated in a rural region with a moderate cost of living, a skilled workforce at
affordable wages and, mosmportantly, a long tradition of firearms manufacture and metal
craftsmanship in generaTheDNR dzLJ A& (GKS o0A3I3SaldG SYLI 28SN Ay
AYLE2NIOFYG NRtS Ay (KS NBIA2yQa AYyRdza G NB O

¢ KS DNRdzLIQA YI G§SNRAI f otuatdrs distributiohGandLsedage [faniitiése A ( &
l O0O2NRAYy3If e (GKS DNRdzLIQa Yl GSNRARIE |adasita Oz2yaa
structures, as well as real estate (plots of land) on which these structures are located, and the
machinery and eqgipment housed by these structures (e.g., production lines).

¢KS DNRdzLJ 26ya 2NJ £ SIFaSa OFNRKR2dza LINRPLISNIASa Ay
Republic and Kansas City, Kansas, Norwich, New York and Little Rock, Arkansas in the U.S. The
majority of G KA & NBFf SadlrdiS Aa dzaSR Fad LINRPRdAzOGAZ2Y LI
LINE RdzOGdad ¢KS DNRdzL) 2¢6ya AdGa LINRBRAzOGAZ2Y FI OAf 7
facilities in Brno, Kansas City and Norwich.
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Country Location Title Total. area Brief Description
(approximately)

Czech Republic ! K S NBA Owned 204,915m? Main production facility of
Brod the Group?

Czech Republic Prague Leased 1,831.8m? Offices andsmall storage

Czech Republic Brno Leased 1,071m? Ancillaryproduction

facility, limited mainly to
customized production

uU.S. Kansas Leased 5,295m? Main distribution centre for
City, North America, assembly
Kansas customization and limited

production

u.S. Norwich, Leased 2,322m?  Production facility for Dar
New York Wesson handguns

u.s. Little Owned 260,000 i Construction site for the
Rock, Little Rock Project facility
Arkansas

(M) The total area of buildings anfacilities within this location was approximately 43,925.m
(@ The planned logistics and manufacturing plant will be approximately 18,000 m

¢KS DNRdzLIQ& LINRPRdzOGa FNX YIAyfteé LINRRdAdzZOSR Ay /@
Brod with a total area of approximately 204,915 he Group also operates another facility

in Brno, the Czech Republic, which is an ancillary facility supporting the main production of
FANSIENNYV&E AYy | KSNA{é& . NRBRRO®

/I %! . Qa LINPRdAzOGA2Y TFleOAMNRRE A2 O FIRtRY AVKSNINI (S
plant with state-of-the-art manufacturing capabilities, which allows the Group to control the
O2YLX SGS LINBPRAzOOAZ2Y LINRPOS&aa FyR (2 O2@SNJ Ydz G 7
Brod, including castig, cold hammering, coating and heat treatment, alkir2 dza S® ¢ KS DNER d
firearms production process is qualified to ISO 9001:2015 quality control standards
throughout the production process. In addition, the Group utilizes specifically tailored testing
procedures and analyses depending upon the nature of the firearms and material that is being
produced. Upon completion, each firearm is tested for endurance and reliability. Each firearm

is proof fired and checked for function and accuracy before it lealiesfactory.

The process of producing firearms involves the utilization of modern computerized numerical
control technologies, i.e., the automated computer control of machining tools such as drills,
boring tools or lathes. CNC technologies are utilized wigments of robotics to secure the
efficiency of the production process.
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¢tKS DNRdzL) £ SIFrasSa AGa Ylyala [/ AG& RAAGNROdzGAZ2Y S
City C I O A fcondgiséing of two buildings with a total area of approximately 5,295 Tine

YIyala [/ AGe ClLOAfAGE Aa GKS DNRdzLJQa YIFAYy Tl OAf
In2016,CZ {! f I dzyOKSR | aaSvyofée 2LISNYiAz2ya (GKIFIG F20
products produced in the Czech Republic for the U.S. market! €2 Qa 26y | &aasSy

capabilities and its cooperation with U.S. stock producers allowedJEX to significantly
AYONBI &S GKS DNRdJzLJQa LINBaSyOS Ay (GKS treleédd SR {
action made in the Czech Republic with stock and accessories made in the U.S. In particular,
0KS Odzald2YATFdAz2y 2F (GKS /% {O0O2NlJA2Yy 9+h 0Q&
Republic with parts produced in the U.S. to create a carbine orrsf the CZ Scorpion EVO 3,

opened up a new market for AZSA.

¢tKS Ylyalra /AG& ClLOAtAlGEQa LINR R-ddOdistold,ythe £2 Odza S a
Scorpion EVO 3 submachine gun and a variety of CZ rim fire rifles in the United States.

In addition, the Kansas City Facility functions as a distribution centre for the North American
markets. All warranty and repair work are also performed in the Kansas City Facility. The
Kansas City Facility also houses a wtkcked parts department which benefits frois
location in the Midwest when it comes to onward distribution.

The Group leases its New York production facility with a total area of approximately md71

In 2005, CAJSA purchased certain patents, trademarkguipment and related asset&.(Q.,
completed firearms and parts) of the traditional American firearms manufacturer Dan Wesson
Firearms located in Norwich, New York.-@&A then revived the production of premium
revolvers and 1911 pistols under the Dan Wes brand. The pistols and revolvers are
currently produced by the Group in Norwich, New York, and subsequently marketed and sold
under the Dan Wesson brand.

f. Investments

The Group's cash capital expenditures were CZK 329.2 million in 2020 and CZKlB53n
2019. These capital expenditures were primarily related to improvements in the Group's
production machinery. Also, @ZSA purchased a new exhibition standtle amount of USD
600 thousand which was used during the Shot Show in Jar@29 andfurther invested in a
new IT system Cloud Suite Industrial.
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g. Human Resources

With its main production facility located in the Czech Republic, the Group benefits from the
relatively high real labour productivity growth and relatively low cost of labiouthe country

when compared to the rest of the EU (including the UK). According to Eurostat Labour, real
labour productivity growth from 2015 to 2019 was 84'in the Czech Republic compared to
2.9%for the EU (28 members), 2%in Austria, 0.44. in Belgium, 1.86in Germany and 0.%.

in ltaly and the average compensation of employees per hour worked in the Czech Republic is
48.1%of the EU average level, 36%80f the Austrian level, 29.%o0f the Belgian level, 34.%.

of the German level an80.0% of the Italian levef.

¢KS DNRdzLJIQ&d SYLi 28884 N8B o6FasSR Ay GKS /180K

Forthe year ended 31December

2020 2019 change in %
(number)
Average recalculated headcount 1,673 1,619 3.3%

As of 31 December As of 31 December

2020 2019

(average (average
recalculated recalculated

headcount) headcount)

Czech Republic 1,545 1,499
United States 122 120
Germany 6 0
Total 1,673 1,619

az2zal 2F (GKS DNERdJzLIQa S Yindendv@ prSgiam thhtnakoLtie JmMdbR o0 &
of their bonuses conditional on the accomplishment of their individual or collective goals and

12Source:Eurostat Labour
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2y GKS TFAYIFIYOALf NBadz Ga I OKAS@PSR o0& (GKS DNERadz
addition to offering training ¥R 2 G KSNJ 60SySFAdazx GKS &A1l S I yR
operations provide development and promotion opportunities for new employees.

The Group also employs temporary and agency workers (up teo d0its total workforce) in

order to maintain a degree oflexibility and be able to quickly respond to fluctuations in

demand for its products. CZUB is subject to collective bargaining agreement which is set to
remain in force until 31 March 2021. Under this collective bargaining agreement, pay raises
forthereft SOF yi [/ %! . Qa SyLif2e8S8Sa oAy GKS /1 SOK wSLldz
its employees with social benefits such as travel compensation at rates above those set forth

in the applicable labour legislation, a contribution to private pension insuearmr above

a0 yYyRFNR YSRAOI € OFNB® %h h{ Yhxh 29{Y# %. whW|
within CZUB.

CZUSA is not subject to a collective bargaining agreemeJBZ offers fultime employees

the opportunity to participate in the company's 4(K) plan (a taxadvantaged retirement plan)

and matches the first 4 % of employees' contributions at a rate of 100%JS2¥also offers its
full-time employees medical insurance coverage which exceeds what is required under federal
law both in terms of beafits and cost.

h. Legal Proceedings

The Group may from time to time be subject to governmental, regulatory and legal or arbitral
proceedings and claims, including those described below. Other than the proceedings
described below, there have been no gowmerental, regulatory and legal or arbitration
proceedings (including any such proceedings which are pending or threatened of which the
Group is aware) during the 12 months prior to the date of this Report which may have, or have

had a significant effect othe financial position or profitability of the Group.

[ SAFf LINPOSSRAYy3A 06SiGs6SSYy [FGAY ! YSNAROI | 2f RAy3
LYLIR2NIGFoeA2 S 9ELRNIFei2 [GRF FYR /% . N}&aAf LYR
as defendants

CZ Brasilvas originally founded as a joint venture with local partner R&T with an intention to
enhance the visibility of the Group on the Brazilian market. The project is no longer actively
pursued by the Group. The joint venture with the former partner has reslite a dispute
F FGSNI 6KS SESOdziA@PS RANBOG2NI 2F /% . N ait NBTFdz
Brasil to a different Group company, Latin America Holding, a.s., as permitted by the terms of
the joint venture agreement. As a result, Latmerica Holding, a.s. brought suit against CZ

NJ a At FYR wg¢xX &aSS1Ay3a O2yaSyd G2 GKS akl NS
SESOdzi A S RANBOG2NRAa 6AGKK2f RAYy3I 2F (GKS O2yasSy
to the transfer. As of the ate of this Report, the consent is being enforced through an
enforcement proceeding.

The court has partially ruled in favour of the petitioner and ordered R&T to execute the
AAAYIlFGdzNE 2F GKS | YSYRYSyid 27F [/ % . Npuell th@a I NI A
ruling and thus, the ruling came into force. As of the date of this Report, R&T has not fulfilled

its obligation and the ruling is being enforced.
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In 2014, CZUB issued to R&T invoices related to the sale oupteadf CZUB, which were
delivered during 2014. R&T failed to pay the invoices. As a result, CZUB brought suit against
R&T for payment. The court has partially ruled in favour of CZUB as the petitioner and upheld
its claim for automatic acceptance by Ré&fTtloe invoices (values of USD 116,231, USD 123,625
and USD 5,861.20) as the claimable debentures. The judgement amount is increased by the
default interest rate of 1 per cent. per month until the court hearing, which took place on 16
September 2015. R&T banot disputed the ruling and thus, the ruling came into force. As of
the date of this Report, R&T has not fulfilled its obligation, and the ruling is being enforced.

I. Research and Development

¢KS DNRdJzLJIQad wg5 YR FoAfAde G2 Ayy20F3S | NS ON.
particularly military and law enforcement customers, demand innovative, reliable and state of

GKS NI LINPRdzOGaAaP ¢KS DNERdAzLIQA ifsSkéyKoppetdide S| F
FROIyGlF3asSas yR (GKS DNRdzLJQa LINRRdAzOG Ayy20FGAz2Y
¢KS DNRdAzLIQa adzadlydArft FAYFIYOALFLt FyR KdzYky OF
the Group to substantially shorten its innovation cychnd offer products that are
technological and functional class leaders in their respective categories faster than would have

been possible a decade ago.y HAaM®d FYR Hamy> (GKS DNRdAzZLIQA w95
97.5 million and 97.0 million, respectivelgorresponding to an average of %2 ¥ (G KS D NE dzLJC
revenues inHAMdP® Ly HnanunI GKS DNRdzLJQa ws5 SELISyas:
O2NNBALRYRAYI (2 mort 272 2F (GKS DNRdAzZLIQ& NB ISy dzS

The Group has one research and development team, which is splitdsa: two locationsg

' KSNE1é& . NRBRR FYR tNI3IdzSd ¢KS YIlI22NRGe 2F GKS wg
NER FYyR GKS NBad FINB LINI 2F /!ws5!lad ¢KS YIAY

reliability, functionality, quality, safety andddNJ 6 A f AG& 2F GKS DNRdzLIQa LJ

RSOSt21L) Ayy20lIiA2ya FT2N) GKS DNRdAzLJQa LINRPRdAzO( & o

industry and technology trends towards a higher degree of product customization and

personalisation, shorter product &f cycles, modularity of design, the use of new materials

(polymers and metals) and new production technologies, such as MIM and additive

manufacturing and the integration of optical targeting systems and electronic systems. The

core competencies of the GoaLJQa w35 Ay Of dzRSY

w Product development, product development management, mechanical design, additive
manufacturing and experimental development;

w Applied research and development of the new technologies and materials such as metals,
polymers and composites agell as coating systems;

w Mathematical simulations and development of algorithms;
w Electronics, mechatronics and safety systems; and

w Industry 4.0, which is a concept built around the concept of cyfeysical systems,
combining mechatronic systems and dgit services, and including, robotics and
automations, automated communication, digital design and production management,
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automated reporting, gradual smart connection of key production processes, digital tracing
of product life and digitalization.

Most of 1 KS DNER dzLJQ& LINR RdzO L2 NIF2fA2 gl a AYGNRRc
generations of assault rifles were introduced in the last 10 years. The Group also plans to
launch new generations of products, including the CZ Scorpion EVO 4 submachine gun, the
BREN HPR military assault rifle, the CEZLFhammer fired pistol and a new sport shooting

centrefire rifle and has dozens of new products and product innovations in its R&D pipeline.

LY FTRRAGAZ2YS (GKS DNRdzLJ KIFa | o0 ¢ & KEHRS RAINE K\
strengthen its production and product spectrum and to expand its technological expertise.
CARDAM is a strategic investment, established together with the Czech Academy of Science in
HamcX (2 O2YLINBKSYyaA@Ste adzLluwe NTGARDAM SroviddsP dzLJQ &
complete engineering solutions for product development, new materials and surface
treatment applications, and advanced manufacturing processes, with a focus on additive
technologies.

LY HnHnX GKS DNRdJzLIQA w 3érecal&ilat¥d hOa@lgbdnhoid? SrRluding |y |
product designers, mathematical analysts, material specialists, advanced chief designers and
projectleaders, who utilize not only their knoWwow and knowledge, but also statef-the-art

R&D methods, laboratory edment and resources to develop new firearms, new customer

product customizations and applications, technologies, processes and methods for market
driven solutions. The Group also performs qualiefated work irhouse, which is designed to

ensure that theD NR dzLJQ& LINR RdzOGa YIFAYyGlrAy | O2yaradSyidt
R&D efforts also benefit from the favourable political and social view of the defence industry

FYR GKS LINPRdAzOGA2Y 2F FANSINNYaE Ay (KSawitsSOK wS
key production facility are based. The Group is a member of the Czech Defence and Security
Industry Association, an umbrella association for companies from the military and security
equipment segment. The Group is also a member of the Defencéc®eaftthe Czech Chamber

of Commerce, which brings together the key Czech defence produddre Group also

ddzLILI2 N & | YR -/Kh2tdea SIAK SINGS] é{ ~ NP R &aSO2yRINBE &aO0K2
vocational training on site, which also helps the Group to atitatent. Precision engineering

and craftsmanship have a longstanding tradition in the Czech Republic, which is home to over

10 technical universities and one of the few secondary schools for gunsmiths and engravers in
continental Europe, and 29 of the G#e Top 100 companies are in the manufacturing
segment?,

The Group designs and manufactures its firearms predominantiounse and also in
cooperation with, primarily, its military and law enforcement customers. For example, the

Group developed bothgenerations of the assault rifles CZ 805 BREN and CZ BREN 2 in
cooperation with the Czech Army and a modified CZ BREN 2 in cooperation with the Groupe
ROQAYGSNWSYyGA2y RS fI DSYRIFINWYSNRS yIilA2ylfST 2\
forces. This @ @A RS&a GKS DNRdzLJ gAGK RSSLI Ayairaka Ay
LINSFSNSyOSad ¢KS DNRdAzLJIQa adNRy3I wss5 NR2GAaA YR
new trends in the firearms industry, such as the trend towards polymer frame pistols, as well
asgive the Group the ability to customize its products for the most sophisticated customers,

in particular for military and law enforcement customers. The Group utilizes new technologies

and materials such as polymers and composites, mathematical simulatiadsalgorithm

B Source: Czech Top 100
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RSGSt2LIYSyiz Y2NB2@OSNE GLYRAZZGNE nodnXé gKAOK A
physical systems, combining mechatronic systems and digital services, and including, robotics

and automations, digital design and production managemeéligjtalization and hig¥precision
manufacturing processes, such as steel, aluminium and alloy metalwork.

¢tKS DNRdzLIQ&d GSOKy2f23A0Lf f SFRSNRAKALI Aa RSY2
O2YLISUGAGAGS &aLBR2NIa akKz22idSNa { EHsiAminig$hest is EricD N2 dzLJ
Grauffel, who holds seven overall IPSC World Champion titles and eight European Champion
titles, including the 2019 European Champions title, and Maria Guschina, who holds three
overall IPSC World Champion titles.

j. IntellectualProperty and Licences

The Group owns patents, utility models, industrial patterns, trademarks and Kmow. All

the mentioned intellectual property, including the CZ brand, is essential for the Group to
successfully conduct its business and exerciseveyall business strategy and without it, the

Group could not operate on the market. The intellectual property has been accumulated by

the Group companies over decades of development, production and sales of firearms and
accessories and it is essential the Group to be and remain profitable and it also defines its
odzaAySaa Y2RSt FyR O2YLSGAGABS |RALYyGlI3ISd ¢KS
dzLJRIF 1Sa 2F AGa AyaSttSoOidz f LINE LISNII & NAR3IKGaA |

intellectual propety is specifically protected in the following regions: Asia, Africa, Latin

' YSNAOIFT 9dzNRBLIS YR (KS ! o{d® ¢KS DNRAztUSA 1Se& o
5y 2S3az2y> .Nyz2 witftSa IyR na {,{¢9a{d ¢KS DN
oF UNIRSYINR §!' dE%&xzw@b®%> a5!b 29{{hbé¢ YR a¥%. w

other related trademarks in various forms. The Group owns several designs of their products
NEIAZGSNSR YlIAyfte Ay GKS 9! YR (KS Ist¢radi SR {
designs are those of the BREN and SCORPION model firearms a0® @GAdPSHADOW model
LAadz2fae 'a 2F GKS RIGS 2F GKS wSLR2NISEZ GKSNE ¢
results of R&D (for example, there are patent applications pendingoimection with CZ P

10, a trigger mechanism for automatic and semiautomatic pistols in certain regions while in

the US, the patent number US 10,274,227 was granted. Additionally, European patent
EP3374721 in connection with the CZL® and firing pin meganism for automatic and
semiautomatic pistols was validated in Austria, Belgium, Switzerland and Lichtenstein,
Germany, France, ltaly, Poland, Slovakia, Turkey. The patent for sear for automatic and
semiautomatic pistols was granted in Russia (applical648120384) and the proceedings

are undergoing in several other countries. There are ongoing other proceedings in relation to
patents, trademarks and other intellectual property continuously created and exploited by the
Group.).

Generally, where the reseah and development expense are underwritten by customers, such
customers demand use rights to the resulting intellectual property. As a result, in order to
YEAYGFAY LINBLINASGFNEB NAIKGA gAGKAY GKS DNRdzLIZ
self-funded.
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In certain cases, the Group grants licenses to its customers whereby the ability to produce
OSNIIAYy O2YLRyYySyida 2N 42 aasSyotS GKS DNERdAzZLIQA
SEFYLX ST G2 1la ! ww%ob#[ Ay NXBf lréain®if Hingaryr 8 aSYof &

K. Environment and Climate Change

The Group is subject to, and must comply with, a variety of national and international laws
and regulations regarding the protection of the environment, health and safety. These laws
and regulations adkss, among other things, the identification, acceptance, treatment,
storage, handling, transportation and disposal of hazardous and solid materials and waste, air
and water emissions, soil and water contamination, noise, the prevention or minimization of
climate change, and exposure of employees and others to hazardous materials or waste. In
order to satisfy environmental responsibilities and to comply with environmental laws and
regulations, the Group maintains policies relating to the environmental saadsl of
performance for its operations and conducts programs to monitor compliance with various
SYG@ANRYYSyYy(dlt NB3Idzf I dA2yad Ly GKS y2N¥VIE O2dzNA
may become subject to governmental proceedings and orders pertaimimgaste disposal, air
emissions and water discharges into the environment.

¢tKS DNRdzLIQ& LINAYOALI f LINRPRdAzOGAZ2Y FlFOAtAGE AY
operation for more than 80 years, but no comprehensive inspection has been carried out and
coyli YAYLFLGA2Y 2N 20KSN) SY@ANRYYSyidlFf AYLIF Ola =
operations could be discovered for which no insurance coverage is in place. Historically, the
Group identified soil and underground water contamination by chlorinated hydioaas and

2Afa GAGKAY AGa FrOAftAdGe Ay | KSNE]1é . NRR® ¢KAA
2018. The Group conducts further monitoring in twear intervals. The Group also
periodically reviews the probable and reasonably estimable enviremtal costs in order to

create or update any environmental reserves.

Ly ! dz3dzad wnmyX 2S&ait T oNR22@g1IF | ®ad I OljdzAi NBR
ISO 14 001:2015 and I1SO 18001:2007 OHSAS for all its activities and aperalie OHSAS
18001:2007 standard will be replaced no later than in 2021 with ISO EN 45001:2018. The

/I 2YLI yeQa {19 o6{FrFShex 1SIfGKZ 9Y@BANRBYYSYyilio L
environmental protection but also to the detection of potential OSkks, management of

SYLX 28SSaQ SyYy@ANRYYSyGlt AYLI OGaz ITyR 2Ly |
stakeholders and employees alike. The policy also includes commitments to keep improving

the integrated SHE system, maintain active leadership in the area YLl 28 S5SSaQ
environmental impacts awareness, and act in a way that motivates everyone to remain
attentive to the risks of environmental impacts. Employees are expected by the Company
management to assume personal responsibility for acting in the interesesnafronmental
LINEGSOGA2Y YR GKSANI 246y YR GKSANI O2ff Sl 3dzSaqQ

@CZGROUP ‘ ANNUAL REPORT 2020



The correct functioning of the implemented SHE system was demonstrated in 2019, again, by
the absence of any threats to any of the environmental constituents that would stem the
FOGADGAGASEAE 2F 2Sait ToNR22@1l Foaex | 1Se& 2LISN

In 2020,an oil mist separator was tested for one CHiCthe operation Production of main
parts. During its operation, almost 100% of the dirt was caught and the cleanedasil
returned to the machine. The cost of filter disposal in machines such as hazardous waste has
been reduced and the working environment has also been improved.thdl changes
introduced intothe manufacturing processes place significant emphasis onrépgacing of
hazardous chemical substances and compounds with less hazardous alternatives

Despite all the achievements in the areas of environmental protection and occupational safety,
the Company strives to keep improving its record and identifying aclda potential issues.

All operations and departments are subject to environmental impact assessments every two
years or sooner if a change is implemented. Such assessments include measures to eliminate
any potentially adverse influences. An environmeniapact assessment forms part of any
purchase of machinery or equipment as well as of other activities if relevant.

The Company exercises regular monitoring of the amounts of chemicals stored and used. The
information so acquired is used in analyses aina¢greventing serious incidents.

t dzNBR dzk yad G2 {SOGA2Yy wmMnX LI NFINILK m>X 2F ! OG0 b2
zbrojovka received a free allocation of emission permits for the emission trading period from

2013 to 2020 (theallocaed amount gradually decreases). The emission permit allocation
O2@SNAE (KS @2fdzvyS 2F INBSyK2dzaS 3Ila SYAdaairzya

F LILINREAYIF GSt@& mZnnn LISNYAGE NBYFAYAy3d dzydzaSR 2
year. The volura of emissions is proportionate to the consumption of natural gas in the

O2Y LI yeé Qa dartheert NI20RR, #h& @ZUB boiler room was excluded from emissions

trading due to the decommissioning of one boiler by decision of the Ministry of the
Envirorment.

In addition to drinking water, the Company also uses groundwater for its technological
LINEPOSaasSad 21FaG§S6lF SN FYR NXrAYsgldSNI I NS GNBFGS
and are then released in accordance with the relevaetmit into a specified watercourse.
Wastewater from the metallurgy operation pass through a preliminary neutralisation
treatment.

Produced waste is sorted to a high degree that, for example, has ensured that for three years
running, the anounts of sorted wastepaper and plastic have exceeded the volume of solid
Ydzy AOALI f ¢l aidsS LINRPRdIdzOSR o6& (GKS /2YLIlyed 5SaLIA
volume of hazardous waste remains stable over the long term. The volume of scrap metal is
proportionate to production volumes.
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The Group is involved in waste collection schemes-KkDa =~ w9 a ! {eadsy
involvement makes the schemes accessible also to employees.

Auditors Remuneration in 2020

In CZK thous. CzG Other Groupcompanies
Statutory Audit 2,655 4,950
Other services, of which:

Assurance services 18,708 173
Tax advisory services 35 370
Other nonraudit services 0 1
TOTAL (excl. VAT) 21,398 5,494
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CZG pursues a diversity policy whintS a dzf 6 & Ay F ol fFyOSR asSa 27

governing bodies with respect to a balance of male and female representatives, nationality,
age, education, professional experience and expertise. Female members are represented in
both Board of Directos as well as in the Supervisory Board. Female members represent 33%
of Board of Directors and 33% of Supervisory Board members. The Group evaluates candiates
for open positions, whether in the Board of Directors, Supervisory Board or in broader
managemenigroup considering diversity principles in order to get the most benefits from the
mixed background in respect of age, education and gender for the Group.

The diversitypolicy is part of the agenda of te Remuneration Committeeunder the
Supervisory Boardl'he activities of th&Remuneration Committeaclude, inter alia, ensuring
and regularly reviewing the structure and composition of theverning bodiesn order to
reflect professional experience, technical knowledge, managerial skills and other
requirements.

The diversity issues are part of tliznde of Ethichttps://www.czqg.cz/aboutus/#compliance
program adopted by the Board of Directors of CZG in August 2086.Code of Ethics deks

the corporate and ethical values of conduct in CZG. By implementing this Code of Ethics, CZG
commits to respecting the defined values and principles that form the basic framework for its
business and social actions, conduct and behavidurong key dtical values stipulated in the

Code of Ethics are:

Equal opportunities, equal treatment, nediscrimination, respect for personal dignity, privacy
and rights of every employee are essential to us. Wendbtolerate unacceptable treatment
of employees and create conditions for respectful interpersonal relationships.

CZG strives to build strong and solid relationships with all its employees and all employees
across tle CZG Group and across all levels regardless of job positions. We create a work
environment where all employees are treated with respect and dignity. We work to ensure
personal development of employees, share knowledge and experience, and promote the use
of new technologies.

CZG offer®pen internal training options in the areas of healthcaoecupational safety and
health, benefits and healthy lifestyles as well as retraining courses that open the door to more
demanding and better paid positiondn 2020, the Company implemeadtl organisational
changes conducive to the development of leadership. The ultimate objective is to attain as flat
an organisational structure as possible with the help of targeted leaders coaching

The Group is an active suppertof the school system, science and education including the
promotion of the athletic and educational activities of pupils, students and young people in
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ISYSNrt o 2Sait I o-NBnepatherlof the®écdndaky 3Schbal Teghyical

Training Schdf = Sadl ot AAKSR o0& GKS w%t Ny NSBSEZAIUBY | YR
Cooperation between the two entities sets an example not only within the region but
nationally.

The Company offers to its employees the following benefits above the statutory regeines
which support its commitment to work life balance:

w Financial bonus upon the birth of a child, a financial bonus upon reaching 50 years of age,
WCAYlIYOALFf O2yiGNRodziA2Yy (26l NRa | OKAfRQa aidzR

LY uHamdpZ 2 S4&j the hainNhB@tidn comphn® & the Groumceived the Fair

YL 28SNJ 2F (GKS %t Nyalée wS3IAz2y 6 NRP ¢KS | 61 N
internal documentation, personnel conditions, forms of labour organisat@mymmunicating

with employees, healthcare, social care, personal development and education, caring for close

ones, familyfriendly activities, and social responsibilitylore than 30% percent of the CZUB

G2N)] F2NOS NS FSYFIHESd a2NB8 ((KFIy wmp L8BBOEYyG 27
Fo2@03Se® 2Salt ToNr22@1l | dad Aa adzoaSOd d2 F adl
and it has been overreaching this target in the long run.
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The risks presented herein have bedivided into categories based on their nature. These
OFS3aA2NRASa I NBY 06A0 wAaala NBfFGSR (G2 GKS DNZER dzLX
G2 GKS DNRdAzLIQEA FAYIFYOAILf &AGdzr A2y oAsmmdo [ STl
(v) Environmental, social and governance risks

Risks related to COVHD9 pandemic

The Group faces various risks related to the ongoing CQ¥lbealth crisis. The COVID

pandemic could retsict access to capital and result in a lobgym economic slowdown or
NEOSadarzy (GKIG O2dzZ R yS3ardargSte FFFSOG G(4KS DNER
0KS DNRdJzLIQa Yl ydzFF OQGdzNAy3I FFOAfAGASE 2Nd 2y Al
limitations for its suppliers, and restrictions or disruptions of transportation, port closures and
AYONBI SR 02NRSN O2yiNRfa 2N Of 2adz2NBax O2dz R
demand and have a material adverse effect on its financial comitcash flows and results

of operations. The Group has experienced interruptions to its supply chain and if these or

other interruptions are longasting or spread to a wider supplier base, this could cause
shortages in certain materials, parts and laboardzLJLJ A Sa (GKF&G | NS 1Se@
O2YYSNOALI € 2LISNY GA2ya |yYyR GKSNBTF2NEXS YIOGSNRIf €
results. More information on COVAB 'y R AdG& SFFSOG 2y DNRdAzLIOA
Chaptera LY F2NXIF A2y QBY®OSNYyAy3a [/ h+lL5

Economic, social and political risks

¢KS DNRdzLIQa LISNF2NXIyYyOS Aa AYyFfdzSYOSR o0& SO2y?2
uncertain economic conditions causing consumers to lack confidence in the general economic
outlook and to reduce their disctmnary spending can significantly reduce sales of the

DNR dzLJQa LINPRdAzOG&d {dzadGlF AySR dzy OSNIFAyYy 2N ySat .
significant changes in market liquidity conditions. Economic conditions also affect
governmental, political ad budgetary policies as when facing the prospects of an economic
downturn, governments often elect to adopt austerity measures aimed, among other things,

at reducing government spending and as government support packages to address the
economic consequeres of COVIEL9 will significantly increase government debt,
governments may need to implement austerity measures in the future to reduce the debt
burden. Austerity measures tend to affect especially discretionary spending, which, in
peacetime, would veryikely include defence spending.
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¢KS DNRJzZLIQ&A AYRdzZAGNER Aa KAIKEeEe O2YLISGAGABSITI +y
on its ability to compete effectively

¢KS DNRdAzLIQA AYRdzZAGNER A& KAIKE& O2YLISGAGAGBSET |y
2y Al0&a lFoAfAGe (2 O2YLISGS SFFSOlA@Sted ¢KS DN
AYONBI&aSa Ay O2YLISGAGA2Yy Ay GKS TFTANBIFNYa AyRdz
sell its products, its market share, its revenue and profitabilityd altimately the success of

its business.

¢ KS DNERdzLIQ & Colbnjagzhvdlkelnddiighal 2isks, increased costs and may not be
successful

al y3SySyid o0StASoSa GKIG GKS AYyadSNylLdGazylt SEI
acquisitions presentsignificant opportunities for further growth. On 11 February 2021; CZ

Ly 1 2f RAY 3a{z IL3/TORPA yoTdbenaed diréct sadsididryf o¥F CZG, as buyer, CZ
Acquisition Il, LLC, a subsidiary ofl@& Holdings entered into a agreement and plan of merge

6a/ 2tld ! ANBSYSylidao F2NJ GKS SYyGANB akKlINB OF LIAGLH
YFEydzFFE QG dzNBEN) / 2t GQa al ydzFF OddzNAy3 [/ 2YLIlye [/
Corporation. Through this acquisition, the Group plans to establishlstantial production
LINSaSy oS Ay GKS | yAGSR {dFrdSa IyR G2 I OljdzA N& /
no assurance that the Group will receive all necessary approvals of the completion of the
transaction from the relevant U.S. and Canadianhauities, including (i) an unconditional

approval of the transaction by the U.S. Committee on Foreign Investment, (ii) a clearance in
respect of the Investment Canada Act, (iii) an approval of the U.S. International Traffic in Arms
Regulations, and (iv) aapproval under the U.S. HaBcottRodino Antitrust improvements

Act. If these conditions are not satisfied or waived on or before 30 June 2021, either party may
terminate the Colt Agreement. Further, there is no assurance that the Group will be able to
sdzOO0SaaFdzZ e AYydSaANIGS /2ft0Qa 2LISNIGA2ya Aydz2z 0
to production of CZ designed products and that the acquisition of Colt will overall be
4dz00S&aaFdz & ¢KAA Yl & | faz2 | ROS N&sBdtedicpgrodudtiod i (KS
and sales goals, especially on the U.S. market.

In addition, based on its due diligence of the target, the Group expects that the acquisition of

/I 2t0 o6Atft Ay@2ft@0S adzoaidlyaalrt Ay@SailYiésyaada Ay 2
R&D activities in order to produce reliable and state of the art products and satisfy market
demand. However, the Group cannot currently predict all of these costs, which may therefore

be higher than the Group expects, thus adversely affecting Gaca | a @Sttt & Of
NE@SydzS YR LINPFAGIOATAGE FYR dzf GAYIFIGSfe& GKS D

The Group may also face extra costs related to the U.S. National Labor Relations Act of 1935,
under which Colt has a legal duty to bargain with its es&tdd labour unions with respect to

SYLX 28SSaQ ¢F3Sax ¢2NJ] K2dzZNBA FyR 20KSNJ O2y RAGA
bargaining agreement is set to expire in March 2022 and the Group cannot predict the terms

of the new agreement. Colt and the Gnous therefore exposed to the risk of extensive
RSYFYyRa o6& /2ft0Qa 1 02dzNJ dzyAz2yax 6KAOK YI& AyO
its results of operations.

CdNI KSNE / 2f(0Q& odzaAySaa A& SELZa&SEmHBuginesd N 2 dzi
relationships and its customer base, in particular:
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w Colt Canada Corporation, a subsidiary of Colt, has a major business partnership with the
Canadian Government, which generated in the years 2019 and 2020 more than 70 % of the
& dzo & A RA | NENbtwithstEndidyyhde EaltdCanada Corporation represents a minority

2F /2t0Qa G20l f NE@SydzSas AdG KIFLa oSSy | ail

therefore, termination of this relationship or any deterioration of could substantially affect
financial performance of the subsidiary and Colt overall;

w Colt requires export permit licences from the relevant U.S. regulatory bodies. As the
majority of its revenues in 2019 were generated outside the U. S., the denial or revocation
of export licenses may cae Colt to be unable to enter into new contracts, prevent it from
performing under existing contracts or require it to cease selling its products to certain
customers or into certain countries entirely; and

w Colt builds and develops business relationshigth global military and law enforcement
agencies. In addition, significant portion of revenues has been historically generated by
contracts with the U.S. government agencies and forces. Therefore, any deterioration of
those relationships in future, could dzo & G I ydA Lt & T FFSOG /2t GQa

These risks as well as other risks, currently unknown to the Group or during the due diligence
undiscovered, may result in the acquisition of Colt not closing or the potential cost and
revenue synergies asurrently estimated by management not materialising. All of these risks
YF® NBadzZ & Ay I RRAGAZ2YIE O2ada 2F (GKS DNERdzLJ
business, financial condition, results of operations and/or cash flows.

TA

Fy

Theldt  YY SR O2yaidNHzOGA2Y 2F (KS DNRAZLIQ&E yS6 LINE R

further delayed, not completed as currently planned or at all or not produce the benefits
expected

Through the Little Rock Project, the Group has planned to establmlbatantial production

LINS&SyO0S Ay GKS !'yvAGSR {GFriSad ¢KS DNRdAzZLIQA YI Yy

will allow the Group to produce firearms for certain market segments it cannot serve
effectively at the moment, due to its production beimgredominantly based in the Czech
Republic. This relates to, namely, U.S. federal, state or local governments and agencies, which
are to a large extent, rirfenced by the Buy American Laws, and also to concealed carry
firearms for the United States civihamarket. In addition, the Group expects that the Little
Rock Project will provide significant marketing benefits in the United States.

As of date of this Report, the Group has all the necessary internal approvals to start
construction of the Little Rockr&ject. However, the Board of Directors of the Group decided
in December 2020 to further postpone the process as the potential acquisition of Colt can
potentially present a suitable mediwterm substitute to the Little Rock Project and could
provide the Goup with the needed additional production capacity in the US. Therefore,
depending on the completion of the acquisition and integration of Colt, the Group will review
its strategy of establishing production presence in the U.S. The Group currently essiinaie

the Colt acquisition could result in the Little Rock being postponed by approximately three to
five years. This may result in, among other things,-offfecosts related to the suspension Little

Rock Project, an increase of costs required for thé fitS w2 O1 t NB2SOG Q& 7T dzd dzN

and a potential write down of the investments already incurred in the Little Rock Project and

L2 GSYGAFE FdzidzNS NBFtt20F0A2y 2F O2ada FT2N/ 2¢f

However, the implementatiorof the Little Rock Project is associated with a variety of risks
typical for such projects. These include, in particular, delays in obtaining, or conditions
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imposed by, regulatory approvals and licenses including approvals from federal, state or local
authorities; plant design errors; environmental pollution; n@erformance by third party
contractors; increases in materials or labour costs; and major incidents and/or catastrophic
events such as fires, floods, explosions, earthquakes or storms, as wellea€Q@VIEL9
pandemic. These risks, individually or in combination, have and may further delay or prevent
the completion of the Little Rock Project and/or cause significantly higher costs than
budgeted. The Group continuously monitors the development angkpbtal impacts of COVID

19 on the Little Rock Project, and although no modification of the Little Rock Project has been
made other than the postponement in connection with the potential acquisition of COLT,
various developments, such as shidwns of theproject site or the unavailability of workforce

or financing, would require modifications of the plan, which could significantly influence the
implementation of the project.

Furthermore, the Group can provide no certainty that the Little Rock Project, dfen
completed, will enable the Group to realize all intended strategic goals, such as to successfully

sell firearms to the U.S. federal agencies in compliance with the Buy American Laws, due to

the heavy competition, and also to efficiently produce conegatarry firearms for the civilian

market, due to the higher costs in the United States, potential lack of skilled labour, different
structure and quality of the United States supply chain and other factors which are essential

to the successful operationfahe Little Rock Project. The project is regularly evaluated by the
YIFyF3aSYSyid G2 FraaSaa K2g GKSasS NRala akKz2dz R oS
The Group is exposed to the risk of rising protectionism in international trade

The Group ddawves a substantial portion of its revenues from exports outside of the Czech
Republic. 8®H 22 2F (GKS DNRdzLIQ&d NB @Sy dzSa AY Hnun 6SNB
Republic, 66> 2 F G KS DNRdzLJQad NBEGFSydzSa 6SNBE ISYSNI GS|
GKSasS NBtFGS G2 LINRPRdzOG& LINRRAzZOSR Ay FyR SELR
performance may therefore be adversely affected by factors that adversely affect
internationd trade, including the level of tariffs and trade barriers or othmotectionist

measures such as Buy American Laws.

Since the beginning of 2018, the United States has announced a series of international trade
measures, which individually or in aggregateuld have a material adverse impact on the
global economy, international trade or industries and markets where the Group operates. The
United States has imposed tariffs and threatened to impose further tariffs on a variety of
products and materials impoed from various foreign countries. For example, in January 2018,

the United States began to impose tariffs on certain products, which were later expanded to
include a 25 % tariff on imports of steel and a 10 % tariff on imports of aluminium. Retaliatory
taNAFFa KI @S 0SSy lyy2dzyOSR o6& Ylye 2F GKS ! yAl
the United Kingdom, Canada, India and the EU. In 2019, the Czech Republic proposed a 7 %
digital tax, which was reduced to a proposed 5 % digital tax in 2020, tpaie by large
companies that do not have a registered office or branch in the Czech Republic, but do
business through the digital economy. Activities such as targeted advertising campaigns, the
use of versatile digital interface and the sale of user datauld become taxed digital services.
Then, on 24 January 2020, the United States filed an official protest and indicated that it could
impose a retaliatory countemeasure should the proposed digital tax become law in the Czech
Republic. On 5 June 2020, tlaffice of the United States Trade Representative initiated
investigations with respect to digital services taxes adopted or under consideration by Austria,
Brazil, the Czech Republic, the EU, India, Indonesia, Italy, Spain, Turkey, and the United
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Kingdomand is seeking public comments in connection with these investigations. On 12 June

2020, the United States left talks with the Organisation for Economiepg&ration and
Development on a new global tax framework for technology companies. These and any
addilt A2yt OKIFy3Sa Ay GKS ! yAGSR {GFGSaqQ GNX RS Lk
by affected countries, resultingin 0l f f SR WiNI RS 461 NAEQX AYyONBI aSR
into the United States, which may reduce customer demand for th@sslucts if the parties

having to pay those tariffs increase their prices, or in trading partners limiting their trade with

the United States.

Given the proportion of exports into the United States, the Group is particularly exposed to

the risk of the Unigéd States increasing or imposing tariffs or other barriers, including
protectionist measures, on imports of firearms. Any introduction or increase of import tariffs

on firearms by the United States and other countries into which the Group exports its pr®du

Y& AYyONXIasS G4KS LINAROS 2F (KS DNPRdAzLJQa LINR RdzOG &
0KS O2YLISIAGAOGSYySaa 2F (KS DNRdAzLIQa LINRRdzOGa |y
FYRk2NJ RSONXI 4S8 (KS DNEPdzLJQa NI @&tfasSch countriRs. LINR F A
Any introduction or increase of other protectionist measures by the United States against

China and/or other countries or by other countries into which the Group exports its products

may result in trade war escalation and retaliati@nd can make it difficult or impossible to

aStt GKS DNRdJzLIQA LINRPRdzOG& Ay (2 &adzOK O2dzy i NASa:z
AKFNE Ay &adzOK YIFINJSGaz IyR RSONBIAS (KS DNERdz
countries and, consequently, 88S | AA3IAYAFAOIYyG | ROSNES STFSOGH =2
of operation and financial position.

¢tKS AYGNRRdAzOGAZ2Y 2F ySg (SOKy2f23ASa YlIe& OKLFYy:
landscape

The introduction of new technologies may change the nat&rd G KS DNR dzLJQ&a O2Y
landscape. The Group is exposed to the risk of insufficient resources for research and
development in the future as well as the risk of errors or defects in new versions of its products

or the risk that the Group may be unable timely anticipate new technological trends, each

2T GKAOK YlI& RSflFe GKS DNRdAzLIQA | 0Af A 8saléds2 O NRY
commitments, the costs of which the Group may not be able to recover. Further, despite these

efforts and coss$, there can be no assurance that the Group will be able to adapt new
technological trends, that its research and development activities will result in viable products

or that these products will meet market expectations. If these risks materialize, tbajdc
FROSNBESf@ IFFSOG GKS DNRdJzLIQa NBGSydzS FyR LINRT.
products and brands.

The Group primarily depends on a single production facility

¢ KS DNRAzLIQ&A LINAYOA LIt LINRRdAzOGAZ2Y TFrhitiCahto héi e Ay !
DNE dzLJQ & 2THé Gibup prizngrily depends on a single production facility. Any failure,
breakdown, outage or other event causing disruption of the operation of this facility for even

a short period of time may materially adversely afé ( KS DNR dzLJQ& | oAt A (@&
AGa FANBINYa YyR G2 LINPYARS aSNWAOS G2 AdGa O
insurance may be insufficient to compensate the Group for losses that may occur.

[N

¢CKS O22LISNY GA2Yy 27F (KSpuBui dald franfewdkk agraementvork9 b # |
technology transfer cooperation may not produce the benefits expected and enforcement of
the agreement may be timeonsuming and difficult
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¢tKS O22LISNIGA2Y 2F GKS DNRdzLI 6AGK | anedbywthd b #[ %I
state of Hungary, pursuant to a framework agreement on technology transfer cooperation,
GKAOK LISNXYAGE Ia ! wwnob#[ “NIP (2 YIydzFl OO0 dzZNB X
GKS DNRdzLIQa FANSINY Y2RSf a I yR hanSiNBuhgary, mBySt | (i SF
not produce the benefits expected by the Group and any enforcement of the agreement may

be time-consuming and difficult.

An increase in firearms and accessories sales to military and law enforcement customers
couldresultinincreasedyi OSNIi F Aydeé Ay GKS GAYAyYy3d 2F (KS DNR
competition from more established producers of firearms

¢tKS DNRdzLIQ& YATAGIENR FYyR fFg SyF2NOSYSyid Odz
governments and agencies which are generally reggiito purchase equipment by way of
international or national tendering procedures. The share of sales to military and law
enforcement customers fluctuates over the years, but according to management estimates, in
20182020, it represented up to 15 to 35 &b consolidated revenues during the period. As the

Group intends to increase its focus on sales to these customers, it expects that an increasing
LISNOSy i3S 2F GKS DNRdAzLIQa NB@GSydzS oAttt 0SS adze
contract negotiatiy 8 ® ¢ KA a GNBYR O2dzZ R Ol dzaS GKS DNEP dzLIQa
and uncertain with respect to the timing of orders as contracts with military and law
enforcement customers are often large in size and a single large contract can represent a
relatively large share of annual sales for the Group, with delivery concentrated in a relatively

short timeframe, which creates pressure on the production flexibility and brings potential
revenue volatility. Revenue is not recognized until delivery of the poodur service has

occurred and title and risk of loss have passed to the customer. This may extend the period
during which inventory is carried and may result in uneven distribution of revenue from these
contracts between periods. Therefore, the timingahighvolume order could have a material

impact on revenue for the financial period in which it is made and make pedoegeriod

O2YLI NRazya 2F (GKS DNRdzLJQa NBadz da 2F 2LISNI GA2
and volume of contract salesfui A YI 6Sf & RSLISYR 2y FIFOG2NAR GKI
control. There are many competing factors that influence how federal, state or local
governments and agencies allocate their budgets. These factors include both internal fiscal
concerns and externalidcal, political and economic factors, including specific security
situations in customer localities. The Group cannot be certain that contract orders will
continue at consistent levels or at all. Fluctuations in the timing and volume of contract sales

coi R I ROSNESte& F¥FFSO0 GKS DNRdJzLJQa odzaiySaa | yR
results.

CdzNI KSNIY2NBX (GKS DNRdzLJQa oAtAdGe G2 O02YLISGS Ay
the effectiveness and innovation of its research and developmehtYeX G KS DN dzLJQa |
2FFSNI 0SGGSNI O2y(NX OG LISNF2NXIyOS GKIFIy AdGa 02
capacity with respect to facilities, equipment and personnel to undertake the contracts for
GKAOK Al O2YLISGSad { 2Y Sare2stibsididtié&s ofadde dpicpOratior ary LIS { A
government organizations and may have financial and other resources that are substantially
greater than those available to the Group. In addition, these competitors may have a greater

ability to lobby governmentdo ensure that they receive a portion of limited government

defence budgets, which may reduce the amount that governments can spend on small firearms
lyRE o6& SEGSyaArzysr GKS Fyvyzdzyid (GkKkSe Oly dzas (2
also subject torisks associated with the substantial expense, time and effort required to
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prepare bids and proposals for competitively awarded contracts that may ultimately not be
awarded to the Group. Even if successfully awarded, the Group cannot exclude the paossibilit
that a competitor may challenge such award, or that such challenge may ultimately be
4dz00S&aaFdzx 2N GKIFdG d €SFad RdzNAYy3I GKS GAYS
operations under substantial uncertainties and incur additional costs.

The GralzLJQa &4dz00Saa RSLISYRa Ay fFNBS LI NG 2y AdGa
at competitive wage levels

¢KS DNRdAzLIQa YIAYy LINBPRdAzOGAZ2Y FFOAfAGE Ay | KSNE
inhabitants, is situated in a rural region. The Grasipxposed to the risk that a large employer

gAft 0S3IAY (2 O02YLISGHS 4A0GK GKS DNRdzL) F2NJ f | 02 dz
0§KS DNRdzLIQa FlLOAfAGASE NS t20FGSRZ AYyONBSIaSR
relocating to larger ¢ies, changes in attitude towards firearms or change in work habits in

general could disrupt the labour conditions and result in decreased productivity or increased

labour costs for the Group. Moreover, if tl@OLDE O2y G SYLJX I G§ SR | OtljedzA & A G A ;
Group could be exposed to a similar risk in respect of @@LNa 2 NJ] F2 NOS f 201 i €
Hartford, Connecticut, which is traditionally highly unionised under the U.S. International

Union United Auto Workers, competing steadily for a new workforce.

In addition, the Group plans in case of commencement of the Little Rock Project to employ up

to 300 workers in the planned production facility in Little Rock, Arkansas, United States over

the first five years of its operation and may employ additional vesskin its other production

locations. The City of Little Rock has around 200,000 inhabitants. However, the area has only
limited manufacturing history and a low number of companies operating in the area of
manufacturing and (more importantly) machininchi$ could therefore pose a significant risk

for the Group to find enough skilled workers for its operations. In addition, the Group may not
FAYR a Fl @2dzN>o6fS f1F062dzNJ O2yRAGA2y A Ay [AGGE S
Brod, both becaus of higher wage levels and the lack of a skilled workforce and, as a result,

may face, among other things, higher cost of in job training, competition for skilled labour,
higher labour costs or shortages of skilled employees, which could adversely@fife@ D NP dzLJQ &
ability to successfully implement the Little Rock Project or its growth strategy in general.

Financial risks of the Company are discussed in the Notes to the Consolidated Financial
Statements.

TKS DNRdzLIQ&d FoAfAGe (2 SELRNI Ad&a LINRRdzOGA A&
products.

The Group identifies developing markets as one of the potential growth areas for its future
firearms and accessories sales. Due to the generally highertcrigHdiin those markets, the
Group often seeks trade finance products such as letters of credit and bank guarantees in
order to mitigate such risks and facilitate the foreign trade in general. However, the possibility
to carry out the export is not depenai just on obtaining an export license by the Group but
also on how the particular trade is viewed by financiers. The banks often apply additional
requirements to finance firearms trade because the banks might be discouraged by their
customers, regulatorspther stakeholders or the general public from financing exports of
firearms to specific countries or territories or from facilitating firearms trade in general. In
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addition, political developments also affect the ability of the Group to obtain expornfiireg

for exports to politically sensitive countries. Consequently, even if the requisite export license
has been granted and all legal requirements have been complied with, the trade financing for
any individual export case may be unavailable. The Groay Ime unable to obtain trade
financing at reasonable terms or at all and consequently, the Group would not be able to carry
out the export in a particular country.

The inability of the Group to obtain trade financing in time and on reasonable terms mag cau

the Group to postpone or decline entering into new contracts, prevent it from performing

under existing contracts or require it to cease selling its products to certain customers or into
certain countries entirely, which would have in the future a maatradverse effect on the

DNR dzLJQa NB @GSy dzS: FAYFEYOAlLIf O2yRAGAZ2Y | YR NXadz

I £ FNBS LR2NIA2Y 2F (GKS DNRdJzLIQa NX@PSydzS RSLISYRA

&dliSeB. S yediSay, denial

I £ NBS LR2NIA2Y 2depeidsd omaiihgax]ie lic
aSa O2dzZ R KI @S |

2N NBg20FGA2y 2F SELIRNI A0Sy
financial condition and results of operations.

¢ KS DNRdAzLJQa 2LISNI GA2y & RS LISli(dhses and eanitdnkcgssafyd | Y R
for the operation of its business.

In the Czech Republic, the Group conducts its business operations under the Trade License
issued by the Czech Trade Licensing Office and the Arms License issued by the Czech police.
Althoughboth licenses have been issued for an indefinite period of time, each of them can be
revoked if the Group fails to comply with humerous applicable laws and regulations. Both of
the aforementioned licenses require compliance with extensive statutory reouénts,
regarding, for example, the integrity of responsible persons and the members of the executive
bodies of the relevant entities, the maintenance of an evidence of firearms, the security
measures ensuring the maintenance of proper conditions for siegufirearms or ammunition

against abuse, loss or theft and other statutory requirements. Furthermore, Act No. 119/2002

[ 2Tt 2y FANBEFNYA YR FYYdzyAlGA2y> a | YSYRSR
an arms license is revoked on grounds of @ation of the act, a new arms license may only

be obtained five years after the revocation. A license revocation would therefore have severe
impacts on the Group and its ability to continue its operations and, consequently, its financial
position. A failue by the Group to comply with applicable laws and regulations may also result

in fines.

The Group also produces firearms in the United States and is therefore also subject to
numerous federal, state and local laws and regulations in the United Statdading the rules

and regulations of the United States Bureau of Alcohol, Tobacco, Firearms and Explosives (the
G! ¢Cé0d LT GKS DNRdzL) FLFLAfa (2 O2YLIX & gA0GK ! ¢C
2y (KS DNRdzLIZT 2 NJ f A YA @ Unitdd StatBs\NIp ddditoa, the Gribdp @il i A S &
have to apply for relevant licenses for the Little Rock Project and it cannot provide any
assurance that all needed licenses will be obtained in time or at all.

Compliance with all applicable laws and regulasas costly and time consuming. Violation of
any of these laws, regulations, and protocols could cause the Group to incur fines and penalties
FYyR YIFe Ffaz2 €SIFIR (42 NBaAaGNROGA2ya 2y (GKS DNERdzL
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which could signifiantly influence its financial performance and financial position. In addition,
these laws, and regulations as well as their interpretation by regulatory authorities, may
change at any time. There can be no assurance that such changes to the laws andioagula
or to their interpretations will not adversely affect our business.

¢t KS DNRdAzLIQ& LISNF2NXYIyOS A& AyTFfdzSyOSR o& | Oidz
legislation.

Most countries in the world allow civilians to purchase and possess firearmeaubjvarious
constraints and regulations imposed by firearm control legislation. Firearm control legislation
regulates various activities relating to firearms and ammunition, such as selling firearms and
ammunition by or through licensed dealers, as wasl acquiring, possessing, owning, using,
carrying, handling, trading, repairing, manufacturing, distributing, transporting, importing and
exporting, training with, storing, collecting, and disposing of such firearms and ammunition.
Firearm control legiskdon in different countries greatly differ in the degree of restrictiveness,
but a major distinction between different national regimes is whether civilian gun ownership
is seen as a right (permissive regime) or a privilege (restrictive regime).

(04

ChangesifF ANK I N O2y iNRf fS3AratlidAzy YlIe FROSNRESCT
the types of firearms products that the Group can produce and/or sell, making it more difficult
2NJ OdzYoSNE2YS F2NJ RAAGNROdzO 2 NAE 2 N) SodRctsdeé S NE (i
imposing additional costs on the Group or its customers including additional administrative
hurdles such as psychological tests, and ewmfblperiods in connection with the production

and/or sale of its firearms products. For example, in N2&®20, Canada announced a ban on
assaultstyle weapons.

Federal and state legislatures in the U.S. frequently consider legislation relating to the
regulation of firearm, including amendment or repeal of existing legislation. Existing laws may
also be affectd by future judicial rulings and interpretations. These possible changes to
existing legislation or the enactment of new legislation may seek to restrict the mpkef a
firearm, including limitations on magazine capacity; mandate the use of certaimtdobies

in a firearm; remove existing legal defences in lawsuits; or ban the sale and, in some cases,
the ownership of various types of firearms and accessories. If such restrictive changes to
legislation develop, the Group could find it difficult, expasmsor even impossible to comply

with them, impeding new product development and distribution of existing products. In
addition, gunrcontrol activists may succeed in imposing restrictions or an outright ban on
private gun ownership in the United States.c8Burestrictions could have a material adverse
STFSOU 2y (GKS DNRdAzLIQa o0dzaAySaaszr 2LISNI GAy3I NBadz

In addition, speculation surrounding increased gun control in the U.S. at the federal, state and

local level (prompted by the U.S. pidential, congressional, and state elections, such as the

2020 U.S. presidential election or other developments) and heightened fears of terrorism and
ONRYS Oy | FFSOUG Odzad2YSNI RSYFYR F2N) 0KS DNZER dzLJ
increase innearterm consumer demand and subsequent softening of demand when such
concerns subside. Inventory levels in excess of customer demand may adversely impact
operating results.

In 2017, the EU adopted Directive (EU) 2017/853 of the European Parliament aitie of

/| 2dzyaSt 2F wmT1 alé Hwnanmt O60KS daDdzy . Iy 5ANBOGAGSE
for criminal purposes and terrorist acts. In particular, the Gun Ban Directive broadens the
category of prohibited weapons and obliges competent authosti® regularly monitor
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holders of authorizations to possess weapons. The Czech Republic has not yet implemented
the Gun Ban Directive despite the fact that the deadline for its implementation expired in
September 2018. However, pressure from the EU on @zech Republic and other member
states which have not yet implemented the Gun Ban Directive is rising, and in July 2019, the
European Commission issued a reasoned opinion urging the Czech Republic and other member
states which failed to transpose the GumamBDirective into their respective national laws to

do so as soon as possible. On 3 December 2019, the European Court of Justice dismissed a
lawsuit the Czech Republic had filed against the Gun Ban Directive. As a result, the Ministry of
Interior of the Cech Republic has commenced the preparatory works on a new Czech weapons
act that should also implement the Gun Ban Directive. The new law is expected to enter into
force in 2022. The new law will likely increase gun control in the Czech Republic in queplia

with the relevant EU directives, but its impact on the firearms industry is not yet clear as the
draft legislation is still in the preparatory phase and has not yet been introduced in the Czech
Parliament for approval. The Group and its customers wéVe to comply with the new
legislation, and this could impact its firearms and accessories sales in the European civilian
YFEN] SG YR GKSNBEF2NBE AyFfdzSyO0S GKS DNRdAzZLIQEA FAY

The Group may be unable to protect its infelctual property or may unintentionally infringe

intellectual property rights of third parties

¢KS DNRdJzLIQa &dzOO0S&aa FyR FoAfAdGe (2 O02YLISGS RS
property. Particularly the brands @ZSA, Dan Wesson, Brno RiflesdadM SYSTEMS,

GNF RSYI NJ &) {a/¢vse 4 .aWwO¥%b ¢ = a5! b 29{{hbé¢ I YR d&a¥%. wl
related trademarks and the designs of the BREN and SCORPION model firearms adg CZ P

FYR {1 !'5h2 Y2RSftf LAadz2ta I NS ONUHzOWOAEA HRRAR GOA & 21
for the marketing and sales efforts. The Group relies on a combination of patents, copyrights,

trade secrets, trademarks, confidentiality agreements and other contractual provisions to

protect its intellectual property, but these measuresay provide only limited protection.

| 26 SOSNE (KS DNRdJzLIQa Ay dSfttSOlGdzk £ LINRPLISNIG & NR 3
O2dzf R OANOdzY@Syid (GKS DNRdAzLIQA Ay (St SOGdzZ £ LINE LI
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Furthermore, given the increasing complexity of production technologies and the importance
of fast product innovation, thee is a risk that Group may unintentionally infringe intellectual
property rights, in particular patents, trademarks and design rights, of third parties. In the
case of such infringement, the Group may be liable for damages as well as litigation costs and
may have to withdraw products already produced from the market or purchase a license to
use such rights, and such license may not be available on reasonable terms, if at all.

¢KS DNRdzLJIQa FlLAfdzZNE (G2 SyF2NOS | yRunmw®iandOdG A G a
AYFNRYISYSyld 2F AyiaStfSOGdzrf LINPLISNI & NARIKGaA 2
and accessories sales, erode margins or damage its reputation.

The Group is exposed to risks from product liability

The Group is exposed to risk®m product liability, in particular from lawsuits by customers
alleging defective product design, defective manufacture and/or failure to provide adequate
warnings and seeking punitive as well as compensatory damages.
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Ly LJ NI AOdz I NE (it & monNG&ingldealopiMdntg in S ohGoing U.S. case
related to a different firearms manufacturer. In November 2019, the U.S. Supreme Court
declined to review a case related to the Protection of Lawful Commerce in Arms Act (the
at[ /! 1 év Syl Oi.SCGongress in(dctber! 20d5, which protects firearms
manufacturers and dealers from liability when their legally manufactured and lawfully sold
products are later used in criminal acts, subject to certain exceptions. The U.S. Supreme
/| 2dzNJi Q& RS e fankilg siembdrst o2 vicims of gun violence to move forward with
their suit against a gun manufacturer for damages and could ultimately erode the protections
of the PLCAA. Though the Group still believes that the likelihood of success of an action for
monetary damages against the Group in the United States significantly decreased after the
U.S. Congress enacted the PLCAA, there can be no assurance that plaintiffs will not seek
damages from the Group in the United States or elsewhere.

Even if the Group isltimately successful in defending against any such claims, it may incur
significant defence costs. Also, there can be no assurance that the PLCAA will not be repealed,
amended or reinterpreted in the future.

Because the nature and extent of liability leas on the production or sale of allegedly
RSTSOGADS LINPRdzOG& A& dzy OSNIIFAY X LI NIAOdz I NX &
adequate to cover future product liability and product related occurrences, cases or claims, in

the aggregate, andsucb 8Sa FyR Of I AY&a YIeé KFE@S F YIFOGSNRI €
reputation and financial condition. Though certain Group entities maintain product liability
insurance, for example, for liability to third parties caused by a faulty product, thoseansa

policies have limits and a large part of the costs of a complete recall of a product from the
market would not be covered by the relevant product liability insurance.

¢KS yIFGdz2NE 2F GKS DNRdJzLIQa oawdiuptidrs &raud dr dtheK A I K @
improper activities

¢KS DNRdAzLIQA 2LISNY GA2ya YR Ada LINIAOALIGAZ2Y A
highly susceptible to corruption and its management, employees or agents may engage in
misconduct, fraud or other iproper activities. The Group is exposed to the risk that
management, employees or agents, including foreign sales representatives cause export of
defence articles or technical data without an export license, pay bribes in order to obtain
business, fail tocomply with applicable government procurement regulations, violate the
government requirements concerning the protection of classified information and
misappropriation of government or thirgarty property and information, which would result

Ay G KS sispddgiahJor debarment from contracting with the governments, as well as
0KS AYLRaAaAlAz2y 2F FAySa |yR LISylfiArASar 6KAOK
business and its reputation. The Group has implemented programs, controls and code of
conduct that should limit the risk of corruption, fraud or other improper activities that may

have adverse impact on the Group.

The Group only recently became a public company and may be adversely affected by this
transition or a failure by theGroupto comply with the additional requirements

CZG became a public company in October 2020. This transition involved, in particular, changes
Ay GKS [/ 2YLI yeaQa O2NL2NIY ( SinaBcalrEpNdfng yeurémersA y I y O A
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as well as the implementatio of an internal compliance framework and function. Following

GKS [ RYAAdaArAzy 2F GKS /2YLIl yeQa akKkENXa 2y GKS t
for the first time subject to the legal requirements of a company listed on the regulated market

of the Prgue Stock Exchange. This is still a new situation for the Company and the Company

has needed to develop the expertise necessary to comply with the numerous regulatory and

other requirements applicable to public companies, including requirements relating to
corporate governance, listing standards, more detailed finanaral nonfinancial disclosure
requirements (for example with respect to the timely publication of financial results or inside
information), and securities and potential investor relationsuiss, which require significant
YIEYyF3ASYSyd FGdSydAz2y FyR NBadzZ G Ay AYyONBIASR (
had to evaluate the internal control system independently with new materiality thresholds,

and to implement necessary changes to its &l control system. Failure to respond to these
additional requirements without difficulties or inefficiencies and compliance violations could

result in sanctions imposed by regulatory authorities as well as cause the Group to incur
significant additionatosts and expose the Company to civil litigation and penalties. The Group

has implemented procedures and controls that should address compliance with reporting
requirements for publicly listed companies.

The Group is exposed to disruptions in its informah technology and to cybeattacks

The Group depends on its information technology and data processing systems for the efficient
operation of its business, and a significant malfunction or disruption in the operation of the
systems could disrupt the Gro@a odzaAySaad . NSIF{R2éya |yR Ayl
information technology systems could jeopardize their operation, causing errors in the
execution of transactions, inefficient processes, loss of customers and other business
interruptions.

The Groupuses its information technology systems to collect and store confidential and
aSyaAriAdsS RIEGEFTET AyOfdzRAY3I AYTF2NNIFGAZ2Y | o2dzi GK
The remote communication features used by the Group are sensitive to both wilful and
unintentional security breaches. In the event of a security breach that allows third parties to

access such confidential information, the Group could be subject to lawsuits, fines and other
means of regulatory enforcement.

¢ KS DNRdzLIQ& | 8aSG&a NS SELRASR G2 GKS Nmnaly 27 C
which are increasing in terms of sophistication and frequency, with the consequence that such
cyberincidents may remain undetected for long periods of tinfdie Group has experienced

a malware attack and an occurrence of invoice fraud in the past and, while these have not had

a material impact on the Group, there can be no assurance that similar incidents will not occur

again in the future and that they wiy 2 & KIF &S | YIFIGSNAIFf | ROSNBRS
reputation, business, financial condition, liquidity or results of operations. The measures taken

by the Group may not prevent all instances of cyagtacks. In case of a severe cyhkastack,

0 KS D N{edaidfsicoull be temporarily disrupted, which could have a material adverse
STFSOU 2y (GKS DNRdAzLIQa NBLJzil GA2y>X odzaiAySaas
2LISNY GA2yad ¢KS DNRdAzLIQa YIFylF3ISYSy(d LI eteenKAIK |
continuously implementingrocedures and controls that should limit the cyber risk.

Environmental, social and governance risks
¢KS DNRdzLIQa LISNF2NXI yOS Aa aSyardragsS (G2 az2o0Arlt
nature of firearms. Despite e#fNJia 2F (GKS DNRdzLJ G2 O2dzy G SNJ |y
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firearms, there can be no assurance that future incidents involving an illicit trade in, or use of,
firearms produced by the Group or related allegations or investigations would not have an
adve@ S STFSOG 2y GKS DNRdzLIQa NBLIziF GA2y > GAf
results of operations, financial condition, cash flows and prospects, as a result of social or
political pressure or otherwise.

Internal risk management system

The Compan applies strict monitoring in both the selection and subsequent cooperation with
adzLILJX ASNE® { dzLJLJt ASNAR FNB |a1SR G2 |O00OSLIW IyR
Compliance with the Code of Conduct is monitored and assessed regularly arabngliarce

results in the severing of cooperation with the n@ompliant supplier/customer. The Group

and its subsidiaries apply strict verification procedures to suppliers as well as wholesale and
retail customers.

The Company also extended its activities in #rea of monitoring final products and their
condition to include product audits at assembly. The Company implemented the PFMEA risk
analysis for new products in order to eliminate errors in both manufacturing processes and
processing of design and technglical documentation. The Company maintains its focus on
process stability in implementing new technologies and machinery by applying statistical
process contral

Cybersecurity, as desribed above, is one the key priorities of CZG. Within the Group,
cybersedzNA & O2YSa dzyRSNJ 6KS NBYAG 2F 28ai1t 1T oNRae;
on implementing shared solutions, the core objectives of which include data protection and
adzLILI2 NI F2N) GKS DNRdzLJQa odzaAySaa | OatibrddfiASao
technologies across the Group, definition of shared best practices, implementation of a unified
document management system, and monitoring and integration of data from machinery and
equipment for purposes of increasing efficiency. CZG has alsdéeimgmted a guideline

governing the processing and protection of personal data.

LY wHnunX (KS DRRtirnd fo2 2odopedtonofli kr&egic defewe industry
companiesof the CzectRepublic and the stake> g KA OK ¢l &4 ONBI SR o6& GK
Defence. The goal of the Platform is to strengthen the resilience of strategic defence industry
companies against hybrid threats, including cyber threats, via consultations, education and
exercises.

Internal control and risk management related to financlaccounting and reporting process

The Group uses various technical and governance measures in order to maintiraitsial
statements. These measures ensure compliance with the relevant accousitamglards and
provide users of the financiatatements with a true and fair view of thignancial position,
equity position, cash flows and profitability of the Group.

¢tKSaS YSIFadzaNSa O2YLINRAS AyiSNylt 3I2ae6uNtid y OS>
policies, and process sefp. This means muHevel controls ovetransactions being recorded,
and maximum attention being paid to the automation lmdoking accounting entries.

Pursuant to Act No. 563/1991 Coll., on accounting, as amended, the Company présents
consolidated financial statements accordance with IFRS. The Company andhlesidiaries
prepare their separate financial statements in accordance with lacabunting standards and
are subject to the IFRS consolidation on the Group level.
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The subsidiaries use different accounting scadte to keep their books, the maisubsidiaries
use SAP/3 and Infor/Syteline. For the consolidation process, the Gueap MS Excel which
has several controls embedded to verify the completeness atwliracy of data inputs.

Governance and process sep measures control the circulation of documendgspporting the
journal entries. As a rule, any accounting record may only be postati@basis of the multi
level approval process. This rule excludes any possibility sihgle employee having more
than one ole in the hierarchy. Approval takes plaoaline through the approval process in
{1t wkoQa | 002dzyiAy3d aeaidsSyvyo

Only users with appropriate rights have access to the accounting system. Accesdaighis
system are granted by means of a software applimatand are subject t@pproval by the
AdzLISNA 2N ! 00Saa A& LINPOGARSR | Odn@ ieRewgdIon 8 2 G KS
regular basis. Only employees of the relevant department hdghts for active operations
(postings) in the accounting systemhél accountingd & & (m@iNtains an audit trail which
allows for the identification of the user that createdhanged or reversed any accounting
record.

The system of monthly reconciliation of the accounts is set up, however this ifonotally
documented.The documentation of accounts reconciliation is documentedtbe annual
basis. Moreover, the management review of monthly accounts compareprior year and
also budgeted figures is performed in a thorough way.

In addition, annual financial statementseaaudited by an external auditor who carries out the
audit of separate and consolidated financial statements as at the balance sheet date, i.e. 31
December of a given year. Apart from the annual audit, the external auditor also performed
limited review ofthe interim consolidated financial statements prepard for six months ended
30 June 2020.
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Legal Names-------=--=-nmnmmmmmmmemen €zG2Sait ToNr22@1l DNRdzL) {9

Legal forms=----=--scmeeeoceccnnnan-- EuropeanCompany(Societas EuropaeaSE)
Address=------=m-sm-mmmmmemeeeeeeeee -h L)X Sl ft2@0F MHynkoTX b2@S aSaidz2:
Registered at:------------------------ Prague Municipal Court, Division H, Insert 962

R 291 51 961

Y T CZ29151961

I 3157000990GR61YDGF96

telephone:------------mmmmmmmmmeo - +420 222 814617

email: ----------m info@czg.cz

Date of incorporation=-------------- 2013

According to article 2 o€Z® & | NI A Of Sa 2F | aaz2O0Al xcampany G KS & (
includes: a) management of its own assets; b) manufacturing, trade and services other than

those listed in Annex 1 throug3 of the Act No. 455/1991 Coll., on trade licensing, as amended

and c) accounting consulting, bookkeeping, tax accounting.
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9. Organizational Chart
and Groups Entities

The following chart shows the Group structure as of December 31, 2020.
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The description below provides certain information with respect to the selected key
operational and/or material companies of the Group:

29{Y# %.whWhzY! | ®{®d 0h/ % . bo

/ %! . L{ ¢19 allLb ht9ow!¢LbD /hat!b, hC ¢19 Dwh!t I b5 L{

CZUSA INC. ("CISA")

CZUSA IS A FULDYWNELCSUBSIDIARY OFRGZ HOLDINGS, INC. BASED IN KANSAS CITY, KANSAS, UNITED STATES.
CZUSA MAINLY IMPORTS ITS PRODUCTS FROM THE GROUP'S PRODUCTION FACILITY IN THE CZECH REPUBLIC,
ALSO IMPORTS SHOTGUNS FROM TURKEREVGHSA HAS A LONSTANDING RELATIONSHIP WITH TWO

LARGE MANUFACTURERS WHICH ARE NOT PART OF THE GROUP.

DUE TO UNITED STATES REGULATIONSACOES NOT SELL DIRECTLY TO THE END CUSTOMERS BUT RATHER
SELLS ITS PRODUCT THROUGH WHOLESALERS AND OTAERSVMIERCH

CZ EXPORT PRAHA, S.R.O. ("CZ EXPORT")

/% 9-thwe¢ L{ ! C![[. hzb9s5 {!.{L5L!w, hC ¢19 /hat!b, .1
COMPANY SPECIALIZES IN THE INTERNATIONAL TRADE OF MILITARY EQUIPMENT AND MATERIAL. IT ALS
PROVIDES SERVICES INFTEED OF FINANCING, TRAINING AND SUPPORT THROUGHOUT THE ENTIRE LIFECYCLE
OF THE DELIVERED PRODUCTS AND TECHNOLOGIES.

VIBROM SPOL. S R.O. ("VIBROM")

+L.wha L{ ! {¢w!¢9DL/ O9v!L¢, Lb+9{¢a9b¢ hC ¢19 Dwh!t .1
REPUBLIC. IT SPECIALIZES IN POWDER INJECTION MOULDING (PIM), WHICH IS A MODERN TECHNOLOGY TH
COMBINES PLASTICS AND A CONVENTIONAL POWDER METHOD, ALLOWING FERFBEHICDSERIES
PRODUCTION OF DURABLE PRECISION MIM (METAL) OR CERAMIC POWDERONIEBING (CIM) PARTS.

THE COMPANY UTILIZES MODERN AND INNOVATIVE TECHNOLOGY AND A SYSTEM OF 100% QUALITY CONTR
(3D MEASUREMENT, DEFECTOSCOPY STATION) AND IS A HOLDER OF AN ISO 9001 CERTIFICATE. THE IMPORTA
OF VIBROM FOR THE GROUP LIES IN THE ONRBNIGTOWARDS AN INCREASING NUMBER OF MIM PARTS IN

THE FIREARMS AND THE RESULTING NEED TO SECURE CLOSE COOPERATION BETWEEN PRODUCTION AND
UNITS. THE SHAREHOLDING IN VIBROM ENABLES THE GROUP TO HAVE CLOSE COOPERATION WITH A M
SPECIALIST WITHOUT H&VTI® INVEST IN DEVELOPING ITS OWN MIM TECHNOLOGY AND EXPERTISE.

CARDAM s.r.o. ("CARDAM")

/tws5la L{ ! tlwe¢L![[, h2zb95 {!.{L5L!'w, hC /%!. .1{95 Lb
OWNING 33% OF CARDAM'S SHARE CAPITAL. BESIDES CZUB, THE FOUNRENGNREB#BREHOLDERS OF
/tw5la !'w9 ¢19 Lb{¢L¢!¢9 hC tI {L/{ hC ¢19 /%9/1 1/159a,

THE SHAREHOLDING GRANTS THE GROUP ACCESS TO RESEARCH CONDUCTED AT THE INSTITUTE OF PHYSI
THE CZECH ACADEMY OF SCIENCES AS WHN-HBUSE RESEARCH AND DEVELOPMENT PLATFORM. CARDAM
SERVES AS THE GROUP'S CENTRE OF RESEARCH AND DEVELOPMENT FOR ADDITIVE MANUFACTURING .
ADVANCED SURFACE TREATMENT.

ZBROJOVKA BRNO, s.r.o. ("Zbrojovka Brno")

ZBROJOVKA BRNO IS A FULLY OWNED SUBSIMZABE BASED IN BRNO, CZECH REPUBLIC. ZBROJOVKA BRNO
USED TO BE AN INDEPENDENT FIREARM PRODUCER WITH ITS OWN RICH PRODUCTION HISTORY. IT WAS ACQUI
BY THE GROUP IN 2004. ZBROJOVKA BRNO CURRENTLY PRODUCES MAINLY HUNTING RIFLES AND PROVII
CUSTOMIZED SOLONBS FOR THE GROUP CUSTOMERS. CZUB INTENDS TO USE ZBROJOVKA BRNO AS THE
CUSTOMIZATION CENTRE FOR ITS ONLINE FIREARMS CONFIGURATOR
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4M SYSTEMS a.s. ("4M SYSTEMS")

4M SYSTEMS IS A 100% OWNED SUBSIDIARY OF EHC 4M, SE BASED IN PRAGUE, CZECH REPUREC. THE REMAIT
45.74% SHARE WAS ACQUIRED BY EHC 4M, SE IN SEPTEMBER 2020 FROM THE MINORITY SHAREHOLDERS FOR
3.3 MILLION. THE GROUP IS IN DISCUSSIONS WITH ITS FINANCING BANK REGARDING A POTENTIAI
RECAPITALISATION OF 4M SYSTEMS IN ORDER TO PREPARE 4M SY STAAMSHECCREBMMERCIAL POTENTIAL

OF CERTAIN MILITARY AND LAW ENFORCEMENT CONTRACTS. 4M SYSTEMS OPERATIONS INCLUDE THE DES
PRODUCTION AND SALE OF TACTICAL EQUIPMENT FOR ARMED FORCES SUCH AS THE MILITARY, POLICE, CUST
PRISON SERVICE, BORDER GUARD&VESYSTEMS ENHANCES THE ABILITY OF THE GROUP TO OFFER ITS
CUSTOMERS A BROADER SCOPE OF PRODUCTS IN COMPLEX ORDERS SUCH AS REARMAMENTS.

SPUHR | DALBY AB ("SPUHR")

THE SWEDISH MANUFACTURER OF OPTICAL MOUNTING SOLUTIONS FOR WEAPONS SPUHR IS A 25.0% OWN
SUBE5L!w, [h/!1¢95 Lb [m559YmtLbD93 {2959bd ¢19 {¢! YO 21
PORTFOLIO CONSISTS OF OPTICAL MOUNTS, ACCESSORIES AND UPGRADE KITS FOR WEAPONS, MAKING IT HI
/hat[9a9b¢! w, ¢h 29{Y# %. whWh=Y! Q{ ANDWECESSORIEB ARE{USEDBY 9 { t
MANY MILITARY AND LAW ENFORCEMENT UNITS AROUND THE WORLD. SPUHR ALSO OFFERS A POPULAR HUNT
SERIES OF PRODUCTS.

EGCZ ACADEMY ("ACADEMY")

ACADEMY IS A PARTIALLY OWNED SUBSIDIARY2QF{CY& Y2. wh Wh = Y ! Dwh |t .BASEDO wb! ¢ Lh
IN QUIMPER, FRANCE. @Z&{ Y# %. wh Wh £Y! Dwh | t Lbe¢9wb! ¢Lhb! [ { pwdh o ¥t
ACADEMY. IN JULY 2020, THE REGISTERED CAPITAL OF ACADEMY WAS INCREASED FROM EUR 5,000 TO E
500,000. ACADEMY WAS FOUNDED IN COOPERATION WITH ERIQ GRMUREYENME WORLD IPSC
CHAMPION. ACADEMY AIMS TO PROVIDE A NEW EXPERIENCE IN INDOOR SHOOTING. IT OPERATES A MODEI
TRAINING FACILITY PROVIDING ITS MEMBERS (FROM SPORT SHOOTERS TO GOVERNMENT BODIES) WITH ACC
TO ALL TYPES OF MODERN SHOOTING DE&IRJADEMY SERVES AS A MARKETING TOOL FOR THE GROUP
AND ITS IMPORTANCE LIES MAINLY IN ITS IMPACT ON INCREASING BRAND AND PRODUCT AWARENESS Al
LOYALTY.
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a. Business and Value Creation Model

/| »DO& GAraA2Y Ad (2 06502YS Ity AYyRdAAGNE SI RSNE

premium brand. The Group strives to play a key role in the expected consolidation of the
firearms industry while acting responsibly and giving back to socigyyfollowing abusiness
model built upon three value creation phases, knowledgs constantly transformed into
sustainable and innovative solutions, creating added value for saédlkeholders This
comprehensive approach tealue creation is embodied in the brand valu@soduct People

and Strategyand communicated transparently all stakeholders.

PEOPLE STRATEGY
PRODUCT
CONTINUE TO OUTPERFORM
FOCUS ON TECHNOLOGY GROW BOTH ORGANICALLY
UNIQUE VALUE OFFERING, R A AND VIA M&A
RESPOND TO CUSTOMERS
STABLE MOVE TOWARDS INCREASE PRESENCE
HIGH END POSITIONING UNIQUEREGUIREMENTS IN MILITARY AND LAW
FOR ITS PRODUCTS
ENFORECEMENT SEGMENT

I %D O &terin afud creation model is based on the balanced effort to achieve efficiency and
growth through utilization of resources as well as capital efficiency improvement. We create
value by:

w Fuelling growth through continuous innovation and R&D,

w¢KS DNRIzLIQAa YI ydzFl Ol dzNAy 3 F20dza$
G fdzS YR I KAIK LINRLR2NIA2Y 27F

a LINAYI NRAT e
KS DNZRdzLIQa

w Improving production efficiency and sales effort,

w CZG is one of the largest exporters in the Czech Repul@id(@lace by export volumes in
2019 and 2020)

w Allocating resources and capital with discipline and clear strategic priorities, also through
acquisitions,

w Leveraging the expertise and enhanoerporate social responsibility as a voluntary
commitment to pursie D N2 dhu¥Xinéss in a way that is heedful of both the environment
and the society in whickthe Companyperates
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DEVELOP PRODUCE BOOST LEVERAGE
AND SELL THE OFFER THE EXPERTISE
® Research and development ¢  Manufacturing, R&D, design, * Design, manufacture and sale ®  Shooting academy

partnership
with the Institute of Physics
of the czech Academy

of Science

® Strategic investments into
companies
to develop and produce com-

ponents and materials

tender and other facilities and

departments

Production facilities in Europe
and USA

150 disributors in approximately
100 countries

of tactical gear for military and law

®  Marketing tool to increase
enforcement
brand loyalty

* Defence materiel trade
*  Financing, training and

®  Strategic investments into optics support for buyers
to develop first in class products

for most demanding clients

Center of Applied
Research and Development
for Additive Manufacturing

.
VIBROM

®cCcz

® Ccz-usA

o Wi

DAN WESSON FIREARMS »

BRNO RIFLES
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As 0f31 December 2020the / Y Ddbare capital was CZK 3,263,800 and was fully paid up. It
was divided into 32,638,000 ordinary registered besrkiry shares with nominal value of CZK
0.10 each.The Company has not issued preferred shares, rights, convertible bonds or any
other equity orequity-linked securities All shares bear equal rights. The Company has no
authorised but unissued capital. Thbaresof the Companyear no redemption oconversion
rights. No capital of any member of the Group is under option nor is it agreed condityooa
unconditionallyto be put under option.Each shareholder of the Company has equal rights,
including equal voting righténe vote per one sharesubject tocertain exceptions set out in

the Czech Companies Aétccording to the Articles of Associan, each share of th€ompany
entitles to one vote at the General Meeting

With effect from 1 June 2020, the shares of CZ@ Sa {1t T oNR22 @1 DN dzLJ
admitted to tradingon the Prime Market of the Prague Stock Exchange in the formaaf a

called technical listing without a prigrublic offering of the shares. During September 2020,

the Group finalized its IPO and as of 2 October 20@&hares are traded on the Prime Market

of the Prague Stock Exchange with a free float .@4%.

In Odober 2020,CZGcompleted the underwriting of its shares in a public offering, resulting
Ay 3dANR&aa LINRPOSSRa G /%Y ywmuHInnn GK2dzaAlyR
addition to the primaryO2 YLI2y Sy > (GKS DNRdJzLIQa aKISSR f R
granted an ovefallotment option to selladditional up to 280,000 shares in the amount up to
CZK 81,20000, this option was finally utilized in themount of 215,859 shares
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Market PSE, Prime Market

No. of issued shas (pieces) 32 638 000

Market Capitalization

(31 December 2020) SRR,

Ticker CzG

BIC BAACZGCE

ISIN CZ0009008942

Bloomberg ticker CZG CP Equity

Reuters ticker CZG.PR

Indices PX, P>XGLOB, PXR, PXITRnet

CZG share price developmentin 2020 (in CZK)
300

295 4 WY . Y S

20 &£ ¥ 1%

285

280

275
02.10 07.10. 12.10. 17.10. 22.10. 27.10. 01.11. ©06.11. 11.11 16.11. 2111, 26.11. 0112, 06.12. 11.12. 16.12. 21.12. 26.12. 31.12

Source: Bloomberg

As of 31 December 2020the majority shareholder othe Companywas?2 S a 1 t ToNR22O
Partners SE, incorporated as a European Company (Societas Europaea) in the Czech Republic,
60 KS dal 22 NJ, ywho haldS 80278cRfSiNEshares and voting rights i@ZG while

the remaining 9.28%60f / % DdBares are in fredloat. The majority shareholder of thelajor
ShareholderhA & 9 dzNR LISIyYy | 2f RAy 3 [/ 2Y LI %& the h@recapitd | / € 0«
and wting rights in the Major Shareholder. EHCI30%2 6 Y SR YR O2y G NRf f SR

| 2 f S®h® temaining 12 F GKS al 22NJ { KI NBK2f RSNQRa &KIF NS
5%0& aNX [ dzo2 YNNI Y2 JC2@GNBpard ofDikdctbrBldhbPyesidei ofiihé S

Group, (i) 2.3 0& aNX wSysS | 2f SAEEsupervisdiyBoardrebuyfingadnF G K S
aNX» wSyS 12tS6S1Qa G20l t RtheN®AganyingllinghithfdughNS Ol &
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holdings in the Major Shareholder, of &% % of share capital and voting rights of the
company, and (iii) 2.3%. by Mr. Jan Drahota, vieehairman ofCZ®& Board of Directors and
Group head of finance.

In the period since the KB, CZGhas focused on developing research coage for the
Company, developing relationships with analysts and setting up investor relations
communications according to the best market standarispresent, theCompany hasaround

5 sellside analysts, who publish research on the company, and a nuoefb@her commenting
analysts CZGs dedicated to open and practive communication with its shareholders and
has implemented a schedule of investor communications events, all of which is fully compliant
with market standards for listed companies.

a. Information aboutSharesHeld by theKey
Management andMembers ofthe Board
of Directors and Supervisory Board

As of the date of this Annual Report, following members of the statutory bodies and
management of the Company held shares either directly or irdtlyein the Company:

Direct shareholdings:

As of 31 December 2020, one member of the Boafdirectorsheld 1,033 shares issued by
CZGThe shares were acquired prior to his appointment to the Board of Directors of CZG.

As of 31 December 2020, members Supervisory Board did not hold any shares issued by CZG.
Indirect shareholdings:

¢KS YI22N aKFENBK2ftRSNJ 2F (G(KS /2YLlyezr 2S8Sait+ 1
shares and voting rights in CZG. The majority sharedrotd the major shareholder is EHC

which holds 90 % of the share capital and voting rights in the major shareholder. EHC is 100%
26YySR IyR O2yuUNRftSR o6& aNX® wSyS | 2f{S6S{1{® ¢KS
share capital is held as follows: @5 0& aNJX [ dzo2 YNNI Y2 nN]1Z OKIFAN
5ANSOG2NAE YR t NBaAaARSYy(dl 2F (GKS DNRdzLIT O0AAU0L HODp
{ dzZLJISNIPA &2NEB . 21 NR ONXadzt GAy3a Ay aN¥d wSysS | 2f Sé¢
the Companyincluding through holdings in the major shareholder, of 83.95 % of share capital

and voting rights of the company), and (iii) 2.5 %. by Mr. Jan DrahotaQviké A NX' Iy 2 F [ %
Board of Directors and Group head of finance.

Accordingly, themajor shareholder directly exercises ultimate control over t@empany The
control of the major shareholder over theCompanyis based on its ownership of 90.P6 of
the share capital and voting rights.
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b. Other Legal Requirements

This simmary is based on the requirements set forth in Section 118(5)(a) through (k) of the
Capital Markets Act.

'a 2F om 5SOSYO6SNI HnuwnZ GKS /%DO& &aKIFNS OF LG
was divided into 32,638,000 ordinary registered besrkiry shares with nominal value of CZK

0.10 each. The Company has not issued preferred shares, rights, convertible bonds or any
other equity or equitylinked securities. All shares bear equal rights. The Company has no
authorised but unissued capital. The skarof the Company bear no redemption or conversion

rights. No capital of any member of the Group is under option nor is it agreed conditionally or
unconditionally to be put under option. Each shareholder of the Company has equal rights,
including equal vdhg rights (one vote per one share), subject to certain exceptions set out in

the Czech Companies Act. According to the Articles of Association, each share of the Company
entitles to one vote at the General Meeting

¢tKS (NI} yaTFTSNI oAf Atréstri@el. / DO& &KI NSa Aa y2

Information on significant direct and indirect sharesholdings is described in the Chapter 5.a.
Information about shares held by the key management and members of Board of Directors and
Supervisory Board

No special rights are attached to agy¥ / %D0O&a &Kl NSa®
¢KS @2GAy3 NARIKGa GGl OKSR (2 / »DO& &Kl NBa | NB

CZG is not aware of any agreements between its shareholders that might restrict or limit the
transferability of its shares or voting rights.

The Articles of Association provitleat the Board of Directors consists of seven members that
are elected and recalled by the Supervisory Board. A member of the Board of Directors is
appointed for a period of five years and may be reappointed. The Supervisory Board may recall
a member of he Board of Directors at any time. The Board of Directors appoints its Chairman
and two Deputy Chairmen from amongst its members. The Articles of Association may be
amended by a decision of the General Meeting. Apart from standard legal provisions, no
spedal rules are in place for the election of and recalling of members of the Board of Directors
and for adoption of the amendments of the Articles of Association.

¢KS /%DQa .2FNR 2F 5ANBOG2NE Kla y2 aLSOALt Lk

The Company has not entered into signifitaontracts that will become effective, change, or
expire if control over the Company changes as a result of a takeover bid.

The Company has not entered into any contracts with members of its Board members or its
employees in which the Company would undske to provide a performance in case their
service or employment is terminated in relation to a takeover bid.
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CZUB Management Shareholding Plan

In the years 2014 to 2019, CZUB had a management shareholding plan in pl2aé20lntwo
current members of ZUBH Board of Directors own Class B book entrggistered shares,
representing in total 0.8 % of CZU® equity. The remainingnembers of CZUB board of
directors had sold their shareholdings to the Compang2049. CZUB has a call option on those
Class B shares at a pdefined strike price whichepresents a proportionate increase of equity
over a certain period of time (over theourse of holding period). CZUB or the Group have
already exercised this call optiagight several times, most recentip October 2019.

Employee Share Option Plan

The Company is currently evaluating the implementation of an employee equityhare
options plan for the management and key employees of the Group in orddurthier align
interests of management, employeesié shareholders. The contemplatedumber of shares
to be allocated for such a plan is not expected to exceed 10 % o€tmpany equity, and
the Company considers a 3 to 5 year horizon for vestingh#re options as an optimal
minimum. Such a plan is toe implemented in 2021.

c. Important agreements concerning shares

The major shareholder directly exercises ultimate control over t®mpany The control of

the major shareholder over theCompanyis based on its ownership of 90.26 of the share

capital and voting rights. Themajor shareholder is a Czech holding company with the
shareholding in theCompanybeing its only material assetCZGuses standard statutory
mechanisms to prevent thenajorsKk NS K2t RSNXQa LR ISyidAlrf YAadzasS 2
over the Company including the statutory instrument of the report on relations between the

related entities. Management of thEompanyis not aware of any arrangements, the operation

of which could result in a change in control

d. Material contracts

On 11 February 2021, €¥S Holdings, a whoHgwned direct subsidiary of the Company, as

buyer, CZ Acquisition Il, LLC, a subsidiary otUEZHoldings, into a sale and purchase
agreement for the entire share capital of COLT, the recti owner of the U.S. firearms
YFEydzFFE QG dzNBNJ / 2Tt GQa al ydzFF OGdzNAy3 [/ 2YLIye [[/
Corporation.

Subject to the terms and conditions of the COLT Acquisition Agreement, the Group shall
acquire the entire share capital ofOLT for an upfront purchase price of USD 220 million in
cash and 1,098,620 newly issued ordinary shares of the Company. The purchase price may be
further increased in case certain paefined EBITDA performance criteria of the Group for the
years 2021, 202 and 2023 are reached. This eawat part would consist of approximately up
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to 1,098,620 newly issued shares of the Company. The agreement includes customary
warranties and interim period covenants. The Company currently intends to finance
approximately D 150 million excluding interest, of the purchase price from the net proceeds
FNRY (GKS AdadzS 2F (GKS 02yRaz (GKS NBYFAYyAy3 LI
AyOf dzZRAy3d (GKS LINRPOSSRa FTNRY GKS / »%DQa AYyAGALf

On 6 March 2018, the Group, acting through CZ EXPORT, entered into a framework agreement

2y (GSOKy2f238 (NI yaFSN O22LISNY GA2y 6AGK | a ! w¥
the Hungarian state. ThEramework Agreement sets out a legal framework for the conclusion

of four separate production. Contracts, all of which have been executed between the parties,
SIOK F2NJ GKS GNIyaFfFSNE aasSvyofte yR LINRPRdAzOGAZ2Y
firearm units of (i) CZ-B7, (ii) CZ @9, (iii) CZ Scorpion EVO 3 Al, and (iv) CZ BREN 2, with an
expected total value of more than EUR 100 million.

tKS tNRRdAzOGAZ2Y /2y (iNXOGa SadlrofAiak GKS fS3lI¢
operation a sufficieny equipped own factory in Hungary suitable for the serial production of

the abovementioned firearms and to manufacture several components related to the
production of the production firearms. According to the Framework Agreement, the main
commercialpurg &S 2F GKS UGNl yalOGAazy F2Nlla ! wuob#[ A
Hungarian armed forces and law enforcement agencies with the production firearms produced

08 la !w%9b#[ dzaAy3d (GKS DNRdAzLIQa GSOKyz2t23&d | a
to third parties either pursuant to agreements made on a government to government basis or
GAGK (GKS DNRdzZLIQA LINA2NJ gNRGGSY | LIIINR G ® ¢KS
military and law enforcement market for small arms from its portfolio.

Puraiant to the production contracts, the cooperation between the parties consists of two
consecutive stages. The first stage has already been finished. During the first stage, the parties
aimed to sufficiently equip and put into operation the factoryand tédlt Ay | a ! w¥%9 b # |
G2NJ] SNEP® 5dzZNAYy3I GKS FANBG adr3asS la ! wwnOb#[ | f
production firearms, first exclusively from the components supplied by the Group and, after

the factory is equipped with the necessary equipmentsaalpartly from the components
YIydzFF OGdzNSR Ay GKS FIFOG2NER o0& la ! w®w%ob#[ ® ¢KS
of the production firearms, was scheduled to begin after the successful completion of the first

stage.

c

The production contracts haveelen concluded for a fixed term of five years with an automatic
extension for an additional period of five years unless the parties agree on its termination.

The first stage had already been finished and the second stage has been put in motion. The
factoryK a 06SSy o6dzAifd FyR SldZALIISR ¢6AGK (GKS ySOSa
have already mastered the gun assembly of the production firearms from components
adzLILX ASR 0@ GKS DNRdzLI FyR |l a ! w¥%9b#[ Aa LINBLI N

In April 2020, the Czech Ministry of Defence and CZUB have entered into a framework
agreement for the supply of up to 39,000 small arms. The deal is worth up to CZK 2.35 billion
(exclusive of valuadded tax) and covers the period until 2025. The final price will depend on

ANNUAL REPORT 2020

@ CZcroup




the number of the weapons the ministry will order within narrower purchase order contracts

AY | OO2NRIYyOS gAGK GKS YAfAGI NBEQA ySSRifles, LG Ay
21,280 CZ RO pistols, 1,646 CZ 805 G1 grenade launchers and 94 Scorpion carbines. As of the

date of this Report, the Ministry of Defence placed four orders under the Czech Army
Framework Agreement in the total amount of CZK 381.99 million (inetudalueadded tax),

which shall be delivered in the second half of 2021.

In 2016, CZUB issued CZK 1.5 billion floating rate bonds due January 2022, followed by a second
tranche in the amount of CZK 750.0 million issued in January 2017 andosoiglestors in

2018 (with corresponding impact in the financial statements), increasing the total nominal
FY2dzyd G2 /%Y Houp O0AfEA2Y O60GKS da/ »! . . 2yRa¢ L
2021 at par and bear interest at a floating rate of 6M PRIBQR margin in the amount of

1.70 per cent. per annum. The CZUB Bonds are listed on the Regulated Market of the PSE.

The terms and conditions of the CZUB Bonds impose certain restrictions on CZUB regarding
the disposal of its assets, incurrence of finacindebtedness, pledging, mortgaging or
otherwise encumbering its property, carrying out transactions with related parties and
payment of dividends or other distributions to its shareholders. In particular, CZUB is
prohibited from declaring or paying diknd, make any other distribution of profit, return
capital, provide loan or credit, and/or repay any debt, in each case to any of its shareholders,
AT | % . Qa 02y a-»iEBRRIATSIRwollSE dxce®IBD(as a result of any such
payment or transaton. Because dividends from CZUB represent an important source of
revenues for the Company, the ability of the Company to pay dividends to its shareholders
would depend also on the level of consolidated indebtedness of CZUB. Apart of the-above
described mdebtedness covenant, the terms and conditions of the CZUB Bonds contain a
change of control clause, subject to which CZUB must give notice of a change of control event
6adzOK 'y S@Syid o60SAy3 4G adzOK GAYS |4 awnNm wSysS
least 51 per cent. of CZUB or otherwise loses control over CZUB) and all holders of the CZUB
Bonds shall have the option to request redemption of their CZUB Bonds within 45 days after
the change of control notification.

e. Dividend Policy

On 17September 2020, the Board of Directors of CZG adopted a dividend policy pursuant to
which, as from the financial year ended 31 December 2020 onwards and subject to (i) the
availability of sufficient distributable cash; and (ii) shareholder approval, thregaoy intends

to target an annual distribution of 33 % of its consolidated net profit for the year based on its
consolidated annual financial statements.

The AGM in 2020 was held on 8 June 2020 as a resolution of the sole shareBo&iar]
zbrojovka Partners SE. The sole shareholder approved the annual audited financial statements
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of the Company for the year 2019 and decided on the distribution of the Company's profit for
2019 as follows:

Profit for 2019 in the amount of CZK 1,002,06844.46 is divided as follows:

Dividend CZK 328,218,000.00 (or CZK 11 per share)
Transfer to retained earnings of previous CZK 673,846,644.46
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a. Corporate Governance Code

The corporate governance structure of the Company complies with the applicable laws,
including the Czech Companies Act. Under Czech law, the Company is not required to comply
with any corporate governance code. The Company intends to comply with the Czech
companies corporate governance code issued by the Czech Institute of Directors in September
2018 (the "CG Code") based on a "comply or explain” principle which means that the Company
either complies with the CG Code or explains why it does not complyaeittain rules of the

CG Code. The Company currently complies with the CG Code, except for certain principles as
follow:

w The Articles of Association allow for the per rollam voting at the General Meeting as one
of the measures implemented during the COMI® pandemic;

w Mr. Aquilar holds several external advisory board member positions in the U.S. The
Company does not consider such positions conflicting.

waNBP® wWAOAG61 20t K2ftR&a aSOSNIt o062FNR Ll2airdAizya
| 2f S6S1 = | revoldagdafRB &t & Kb NR 2 2 @almajortshaneliold& N { 9
/| »Dd aNB® waOA6120t AyiSyRa (2 S+ @dS &adzOK LJ2a

w Only one member of the audit committee (out of three members) is currently
a member of the Supervisory Board and the (amy finds this sufficient at the moment,
but the Company is actively looking for an addition to the Audit Committee with strong
accounting and/or audit credentails and independent status in order to further
strengthen the position of the Audit Committee.

b. Compliance and AnBribery policy

CZG established a comprehensive compliance management system in order to prevent any
violation of the relevant legislation or of CZG's internal policies. The compliance system also
includes an antbribery policy, Cde of Ethics and Code of CondtfctPolicy priorities of the
compliance system are set by the board of directors of CZG.

Under its compliance system, CZG's board of directors appoints an employee of the Group as
a compliance officer. The compliance offiae obliged to, in particular, (i) oversee the proper
functioning of the compliance system, (ii) revise internal policies of CZUB, (iii) implement
systems to obtain relevant information related to compliance, and (iv) deliver relevant
information relatedto compliance and the compliance system to the Board of Directors of

14 For further information and documents ségtps://www.czg.cz/aboutus/#compliance
program

@CZGROUP ‘ ANNUAL REPORT 2020


https://www.czg.cz/about-us/#compliance-program
https://www.czg.cz/about-us/#compliance-program

CZG. CZG also implemented acstled 'whistleblowing' system for the notification of
information relevant for the compliance system by CZUB's employees or any other third party.

The Coe of Ethics of CZG sets out the fundamental ethical obligations for employees of the
Group, in particular, the obligation to (i) act in line with applicable law, (ii) avoid any acts
which may be related to bribery, (iii) avoid any conflicts of interest &m) protect the good
standing of CZG.

The antibribery policy of CZG sets the main course of behaviour of Groups's employees in
relation to corruption activities. Its fundamental principles include:

w The Group does not tolerate any acts related to prawgd offering, promising, accepting
or requesting unauthorized benefits in the form of money, gifts or other advantages in
connection with business or wonlelated activities of the respective individual in order to
obtain or keep benefits for oneself orthird party;

w The management of CZG actively acts against any manner of corruption and prevents any
suspicious activities which could be labelled as corruption;

w¢KS DNRdAzLJOa SYLX 2e8SSa NS 26tA3IFGSR (G2 | @2
conff AOGa 2F AyuSNBad GKIFIG €tAS Ay GKS LI NIAO
relations of the Group on the side of the suppliers or purchasers which would result in
unfair personal benefit;

R

A
A LI

w Accepting or offering of gifts or any similar advargagexceeding the relevant thresholds
is forbidden (except for sponsorship and charity activities).

Similar compliance management system has been in place at CZUB, a key operating company
of the Group.
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The general meeting is the highest corporate body of the Company. The exclusive powers of
the General Meeting under the Czech Companies Act and the Articles of Association include in
particular:

w

w

decisions on amendments to the Articles of Association;

resdving on the increase or decrease of the registered share capital (or the authorisation
of the Board of Directors to increase registered share capital);

w resolving on the possibility to set off a monetary receivable against issue price for shares;

w decisionson the increase of the registered share capital by means ofmametary

deposits;

w decisions on the issuance of preferred and convertible bonds

w decisions on the acquisition of the Company's own shares in such cases as set out in the

€ & &€ €& & €

€

applicable law;

resohing on the windingup of the Company and liquidation, including the appointment
and removal of the liquidator and approval of the liquidation balance distribution;

decisions on the exclusion or restriction of the pgmptive right to an acquisition of
preferred or convertible bonds or on exclusion or limitation of the qgmptive right to a
subscription of new shares;

decisions on changing the class or type of shares and on changes to the rights vested in
specific share classes;

election and recall of membye of the Supervisory Board;
election and recall of members of the Audit Committee;
decisions on the Company's transformation;

approving the listing or delisting of the Company's shares;

approval of the service contracts for members of tBepervisory Board, and decisions on
any other payments;

appointment of the auditor who is to audit the Company's financial statements and other
documents if required by law;

w granting of prior approval to provide financial assistance;

w approval of annual, dxaordinary or consolidated financial statements and, in cases

stipulated by the law, interim financial statements, as well as decisions on the distribution
of profit or coverage of loss, and the determination of the profit share for the members of
the Conpany's bodies; and

approving a transfer of or creation of security over an enterprise of the Company or its
part which would lead to significant change in structure of the enterprise, or business
objectives or activities of the Company.
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The General Meeting takes place at least once each accounting period and must be called by
the Board of Directors so that it convenes within six months after the end of the Company's
previous accounting period (on or before 30 Jurid)e Board oDirectors may call the General
Meeting whenever it deems it necessary. The Board of Directors must call the General Meeting
if:

w the Board of Directors receives a request from the Supervisory Board in accordance with
the Czech Companies Act or a requesinfrthe Qualified Shareholders;

w the accumulated losses of the Company based on its financial statements, after having
been reduced by expending all of the Company's disposable resources, equal or exceed
(or may reasonably be expected to equal or exceed) 50%he Company's registered
share capital; or

w there is another material reason.

The General Meeting may be called by the Supervisory Board if required by the Company's
interests or if the Company has no Board of Directors or if the elected Board of driseltas
neglected its obligations for a long period and the General Meeting has not been called.

The invitation to the General Meeting must be published at the Company's website at least 30
days prior to theGeneral Meeting. The provisions of the Czech Companies Act governing the
formal requirements for the convening of the General Meeting may be waived if so agreed by
all shareholders of the Company.

If shareholdersrequest that the General Meeting be callethe invitation to the General
Meeting must be given at least 15 days before the date of the General Meeting. If a substitute
General Meeting is called, the invitation to the General Meeting must be given by the fifteenth
calendar day from the previouslyckeduled date of the General Meeting at the latest; the
General Meeting shall in such a case be held within six weeks from the same date. The
invitation shall contain all information required by law and the Articles of Association. If the
agenda of the Gegral Meeting calls for a change of the Articles of Association, the Company
shall permit each shareholder to review the proposed change in the period prescribed by the
invitation, free of charge.

Matters which are not on the proposed agenda of the Gendfakting may only be discussed

or approved with the consent of all shareholders. The General Meeting shall be cancelled or
postponed only in accordance with the Czech Companies Act. If the General Meeting is
convened at the request of the Qualified Shardéder, then it may only be cancelled or
postponed with the consent of the respective Qualified Shareholder.

All notices of General Meetings must be published on the Company's website www.czg.cz and
in the CommerciaBulletin
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Under the Articles ofAssociation, resolution may be adopted at the General Meeting only if
shareholders are present (either in person or by proxy) whose shares have a total nominal
value amounting to more than 50 per cent of the share capital of the company as of the
respective Record Date (as defined below). However, a substitute General Meeting may adopt
resolutions irrespective of the number of the Company's shareholders present.

Resolutions of the General Meeting generally require the approval of a majority of the votes
of the Company's shareholders present at the General Meeting.

The following decisions of the General Meeting require a majority of at least two thirds of the
votes of the Company's shareholders present at the General Meeting: an amendment to the
Articles of Asociation or resolutions that indirectly amend the Articles of Association (for
example, a resolution on an increase or decrease in the Company's registered capital);

w authorization of the Board of Directors to decide on an increase of the Company's
regidered capital;

w windingup of the Company and distributing the Company's liquidation balance;

w approving a transfer of or creation of security over an enterprise of the Company or its
part which would lead to significant change in structure of the enterprise, or business
objectives or activities of the Company;

w resolving on the possibility to sefffoa monetary receivable against issue price for shares;
and

w decisions on the issuance of preferred or convertible bonds by the Company.

The decision of the General Meeting approving an agreement for the settlement of loss
incurred by the Company as a rdsof a breach of the duty of due care by a member of the
Company's corporate body requires a majority of at least two thirds of the votes of all
shareholders.

The following decisions of the General Meeting require a majority of at least three quarters of
the votes of the Company's shareholders present at the General Meeting:

w restriction or limitation of the shareholders' preferred right to subscribe for a pro rata
portion of new shares or for preferred or convertible bonds of the Company;

w increase of theCompany's registered share capital bykimd contributions; and
w distribution of the Company's profit to a person who is not a shareholder of the Company.

Resolutions passed at the General Meeting with a majority of at least three quarters of the
votes ofthe Company's shareholders present at the General Meeting by shareholders holding
the class of the Shares affected by such resolutions are required for (i) a change of a class of
the Shares; (ii) a change of rights attached to the Shares; (iii) a coonerkregistered Shares

to bearer Shares and vice versa; (iv) a delisting of the Shares; and (v) approving restrictions or
limitations of the Shares' transferability.

A merger or demerger of the Company must be approved by a resolution passed at the {Genera
Meeting with a majority of at least three quarters of the votes of the Company's shareholders
present at the General Meeting by shareholders holding each class of Shares. A transfer of all
of the Company's assets to its shareholder must be approved msalution passed at the
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General Meeting with a majority of at least ninety per cent of the votes of all shareholders of
the Company.

In certain cases, set out in the Czech Companies Act, the resolution of the General Meeting
must take the form of aotarial deed.

At the General Meeting, each shareholder of the Company has equal rights, including equal
voting rights, subject to certain exceptions set out in the Czech Companies Act. According to
the Articles of Association, each share of the Company entitles to one vote at the General
Meeting.

Only shareholders registered in the CSD as a shareholder of the Company on the seventh
calendar day before the General Meeting ("Record Date") may attend@beeral Meeting.
The Board of Directors shall obtain the shareholder's ledger extract as of the Record Date.

Under the Czech Companies Act, a shareholder of the Company may not exercise voting rights
at the General Meeting if, inter alia:

w the shareholdehas not paid the subscription price for the shareholder's Shares when
due;

w the General Meeting is voting whether the Company's registered share capital will be
increased by this shareholder's-kind contribution; and

w the general meeting is to decide on efther the shareholder or a person acting in concert
with the shareholder should be relieved of the fulfilment of an obligation, and/or whether
the shareholder should be recalled from office as a member of a company body for
violating an obligation in thegrformance of his or her office.

At the General Meeting, each of the Company's shareholders may be represented by: (i) a
proxy on the basis of power of attorney; or (ii) an administrator engaged by a shareholder and
registered in thedepository systenas aperson authorized to execute the shareholder's rights.

A power of attorney for the proxy must be in writing with official verified signatures. A form
of the power of attorney will be published by the Company prior to each General Meeting on
its website wwv.czg.cz and will be available at the registered office of the Company.

Voting at the General Meeting shall take place by means of electronic device, ballot cards or
by other suitable manner as decided by the person who called@eneral Meeting. Also, the
Articles of Association allow for per rollam voting which entails exercise of voting and other
shareholder rights in writing without the personal participation of shareholders at the General
meeting. Per rollam decisiemakingconsists of three steps: (i) distribution of the proposed
decisions together with the relevant supporting documents to the shareholders; (ii) delivery
of the shareholders' opinion, subject to time limit 2® days. If the shareholder fails to deliver

his consent on the proposed decisions, he is deemed to have not agreed with the proposed
decisions; and (iii) announcement of the voting results and the date of adoption of the relevant
shareholders' decisions.
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In the case that the shareholders or their repesegatives participate and vote on the General
Meeting via technical means, the shareholders are required to provide the Company with the
electronic copies of the abovementioned identification documents, together with a copy of
the ID or passport of such areholder or representative.

The Articles of Association also allow to participate and vote on the General Meeting via direct
two-way remote transmission enabling reme communication between the General
Meeting and the shareholders not physically presat the General Meeting, subject to certain
limitations arising out of technical aspects of such manner of holding the meeting (e.g.,
impossibility to verify the General Meeting's decision by a notary if required by law).
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The Company has a twieer board system consisting of the Board of Directors and the
Supervisory Board. The Board of Directors represents the Company in all matters and is
charged with its dajto-day business management, while tBeipervisory Board is responsible

F2NJ 0KS &adzLJSN@WAaAz2zy 2F (GKS /2YLIl yeQa I OGABAG
management of the Company and resolves on matters defined in the Czech Corporations Act

and the Articles of Association, particularly treas with material impact on the value of the

ownership interests in the Company. Under the Czech Corporations Act, the Supervisory Board

may not make management decisions.

The Supervisory Board may form committees from among its members and delegattoteci
YFE1TAYy3 LI2eSN G2 ye adzOK O2YYAGGSSa a LISN¥VAGOH
authorizations and processes are determined by the Supervisory Board. As provided for by the

{ dzZLISNWA a2NEB . 21 NRQA NXMz Sa 27 |Ldmid&SrBauNgsakion i KS  { «
committee, an acquisition committee and a regulatory and ethical matters committee.
Pursuant to the Articles of Association, the Company formed an Audit Committee members of

which are elected by the General Meeting.

The Board of Directrs represents the Company in all matters, unless such matter is specifically
entrusted to the Supervisory Board or the General Meeting, and is responsible for the
/I 2YLI yeQa YIyl SRSy I2LIR RA2ya YR | 0Ga 2y GKS
busined@ F RRNX&aa 2F SIOK YSYOoOSNI 2F (GKS . 2FNR 2F 5
aSad2z mmn nan tN¥3IdzS mz GKS /1T SOK wSLlzotA0o

The Articles of Association provide that the Board of Directors consists of seven members that
are elected and recalled by the Sanvisory Board. A member of the Board of Directors is
appointed for a period of five years and may be reappointed. The Supervisory Board may recall
a member of the Board of Directors at any time. The Board of Directors appoints its Chairman
and two DeputyChairmen from amongst its members.

The Board of Directors constitutes a quorum if a majority of its members is present or
otherwise takes part in a meeting. The Board of Directors adopts a decision by a majority vote
of all its members. In case of a tieteo the vote of the Chairman decides. Members of the
Board of Directors may participate in the meetings through telephone or other remote means.
When necessary, a decision may be made by the Board of Directors without holding a meeting.

In accordance witlihe Articles of Association, meetings of the Board of Directors are called
by the Chairman or a Deputy Chairman of the Board of Directors or, in their absence, by any
member of the Board of Directors, at least once a month. The Board of Directors shadireon
upon the request of any member of the Board of Directors or the Chairman of the Supervisory
Board.
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The following table sets out the name and principal position of each member of the Board of
Directors.

Name Position on the Commencement Date of Expiration
Board ofDirectors / of Current Term of Current Term
Position in senior of Office of Office
management

Chairman of the
[ dz6 2 Y NNJ Y 2 Board of Directors/ 17 January 2020 17 January 2025
President
ViceChairman of the
Board of Directors /
Jan Drahota 17 January 2020 17 January 2025
Group Head of
Finance
ViceChairman of the

l £f AOS t 2f dBoard of Directors/ 17 January 2020 17 January 2025

CEO of GUSA
Andrej Member of the
Chrzanowsk# Board ofDirectors ' January 2020 17 January 2025

Member of the
Board of Directors
Member of the
Wl y I w& OA 6 Board of Directors/ 17 January 2020 17 January 2025
Corporate Secretary
[} RA&C g . Memberofthe 17 January 2020 24 November 2020
Board of Directors
Member of the

L 1/ |- e
Wl y %I 2NO Board of Directors 24 November 2020 24 January 2025

David Aguilar 17 January 2020 17 January 2025

[} . haNw Yhz! yNY
Chairman of the Board of Directors, President of the Group

aNXP Y2@FnN] 3INI RdzI Fo@&KkUnweidtyrandh dlsb taimplétdd a IMAsker of
Business Administration degree at Sheffield University. He began his career as a pilot in the

Army of the Czech Republic, where he reached the rank of major before he retired from the
military in the mid19908. He began his civilian career in 1995 as manager in the company

ldzft Adad ! FGSNI I 8SFENE KS 22AYSR ~12RI t N}»KF | a |
to the position of Chief Executive Officer. He later worked for Eltodo EG and Mavel. From 2006

to 2017, he served as Chief Executive Officer of CZUB. Since 2018, he has been President and
Chairman of the board of directors of the Major Shareholder.

aNXP Y2@FnN] Aad LINAYEFENREE NBSaALR2YyaaotsS F2N G6KS DI
commercial efforts in the areas of military and law enforcement and public affairs.

15 Andrej Qirzanowski resigned from his position in the Board of Directors with the effect of
31 March 2021. For more information see the Subsequent Events
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JAN RAHDTA
ViceChairman of the Board of Directors, Group Head of Finance

Mr. Drahota studied Finance at the University of Economics, Prague and holds a Master of
Business Admistration degree from the University of Chicago, Booth School of Business.
Before joining the Group at the level of the Major Shareholder in 2014, Mr. Drahota worked

for about 15 years in the financial markets and investment banking field, spending mbi of

OF NBSNJ AYy {20ASGS DSYSNYXfS DNRdAzLJT Y2aid NBOSydilf
Eastern Europe, based in Paris. From 2014 to 2015, he served as a senior advisor to the Deputy
Minister of Finance of the Czech Republic, he also servedhasdaisor to the Minister for

Health with regards to corporate governance of publicly held hospitals and institutions. Mr.
Drahota has broad noexecutive director experience and is currently actiiger alia, as a
representative of the Ministry o€ A y I YOS 2y GKS & dzLISNWA&a2NEB 02 NR
energy transmission grid owner and operator).

aNX 5NFK2GlF Aa LINAYFNREE NBaLRyaArAotS T2N FAYLlLY
AYLIE SYSyGl GdAzy 27F (KS DN&gerlamizacqaisitiigd ititdtdés> Ay Of dzR

ANDREJ CHRZANOWSKI
Member of the Board of Directors, Group Head of R&D and Technical Functions

Mr. Chrzanowski graduated fronthe Mechanical Engineering department at the Czech
Technical University in Praguie 2002. From2002 to 2006, he held technical and managerial
positions in the research and development centre of Ingersoll Rand in the Czech Republic.
From 2006 to 2013, he was the Technical Director of the Czech company Wikov. From 2013 to
2015, he was the TechnicalirBctor at CZUB. Since 2016 to 2019, he served as the Chief
Executive Officer of CARDAM, and since 2018 he has been a member of the supervisory board
of the Major Shareholder anthember of the Academy Assembly of the Czech Academy of
Sciences.

Mr. Chrzanowki is primarily responsible for R&D and technical functions across the Group.

W! b %! WN/
Member of the Board of Directors

WEYy %l 2NO 3IANIRdzF iSR Ay 902y2YA0&a |yR alyl 3SySy
of Mendel University in Brno. Prior to joignCZUB, he held various managerial positions in
industrial companies in the Czech Republic and abroad. He started his career in Fatra, the
plastic producer based in Napajedla, then in the Continental Barum plants in Otrokovice and

t gOK2@sx { f 2 @brtidemtab Grauwp, hé Ked various positions in the financial
management and controlling at the production plant in Kuala Lumpur, Malaysia, and
ddzoaSljdzsSyidte 4G GKS O2YLIl yeQa KSIRIljdzZ- NISNAR Ay
working at CZUB as is chi@iancial officer since 201%ince November 2020, he has served

as chief executive officer and chairman of tBeard of Directors of CZUB.

aNX %I 2a2NO NBLINSaSyda /% .32 GKS (Se& 2LISNYiGAy3 S

[ L/9 th[!/I|hz#

ViceChairman of théBoard of Directors
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aNBE® t2fdzOK2@t KIFa | aladSNRa RSAINBSS Ay al yl 38
' YABSNBERAGES YINWBAYytS /1 SOK wSLlzmt A0 { KS 22Ay S|
as the Export Sales Manager in the CzRelpublic. She relocated to the United States in 1998

and became the Vice President and Treasurer of the newly establishéd#iSBZIn 2004 she

was appointed to the positions of President and Chief Executive Officer €§S2Z Mrs.

t 2f dzOK2 @t K| &ntabif Be/ growtfi HFICHISZY, which has helped transform the

Group into a sizeable player in the small arms market. She has established a strong team that

Ad O2yiliAydzzdzateée ANRogAYy3I (KS DNRAzLIQa LINBaSyosS |

aNBh o t 2f pESés dhe NMNB American activities in the Board of Directors of the
Group.

DAVID AGUILAR
Member of the Board of Directors

aNX ! 3dzAf I NI NSGANBR FNRY KAa OFNBSNI Ay GKS ! of
he served 35 years with U.S. Custommsl 88order Protection and the United States Border

Patrol, acquiring a wealth of knowledge and experience in border law enforcement and
administration, domestic and international policing, strategy, tactics, and policy development.

He served the last threand a half years of his career as the Acting Commissioner of U.S.
Customs and Border Protection, the higheanhking career officer in the U.S. largest federal

law enforcement organization.

aNX ! Jdzaf I NRa €SI RSNAKALIZ LINE BRdlanse2h@ve fearnkd/ (i S 3 NA
KAY ydzYSNRdza |61 NRaAaX AyOfdzRAy3d GKS tNSaARSyGA
Excellence Award in 2005, the Department of Homeland Security Distinguished Service Medal,

the Washington Homeland Security Roundtable Lifetime éodinent Award, and the Institute

for Defence and Government Advancement Lifetime Achievement Award. Currently, besides

his role in the Group, David is a Principal at Global Security and Innovative Strategies, where

he advises clients on a broad range otinaal homeland and international security matters

including border security and logistics, global trade and commerce, supply chain management

and security, risk management, viability assessments, and strategic planning and
implementation. Mr. Aguilar focses on tailoring global risk management solutions related to

supply chain security, customs compliance, and all issues related to border protection at and
between international ports of entry.

Mr. Aguilar acts as an independent, nemecutive member of th&oard of Directors.

W! b ! w®¢L2Yht#
Member of the Board of Directors

aNAE®d wadOA6120t INFRdzFk iSR FNRY G(GKS ! yAgSNmAGe 2
in several companies which belong to the portfolio of the EHC (majority shareholder of the

Major Shareholder) since 1996 and the Group specifically, since 1997. She acts as the key
economics expert and is responsible for audit, accounting, tax and legal matters of the Group.

She specializes in corporate restructuring and M&A transactions. She is éenemh the
supervisory boards and boards of directors of several companies within the Group.
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Name Position held

[ dzo 2 Y NNJ
Y2 @I nN1

N
w
Qx
—
(@]

NE 2 2qg@halmart of thelbgaki NEdire€t@s

1+ 1 0 NER 2 2d@rierbertoftiébhoar diHiredtoss

1+ 1 06 NER 2 2¢@hairmars db thedogatiidirdctors

{ E mdmtbedi abthe supervisory board

2 9t { Emdmiped abthe audit committee

DCF Partners, s.r.gexecutive

hypo360.cz, SEmember of the board of directors

Zero Emissions Debt Finance, g.statutory director

Zero Emissions DeBinance, a.g; chairman of the administrative board

(@]}

Jan Drahota

N NN

o W

— Qx Qx
(@]

Andrej 2Sal1t 1 oNER22g@ipervisory hedrd/nsenBer { 9

Chrzanowski YY2FE Nt nalée LINBupedvsdry bgaid NBnihgiAi OS | & @
Moran Investment, a.s; supervisory board member
NadaceRUDOLE administrative board member
CZSKD Solutions asSupervisory Board member

WI y %I 2 N ITeuro, a.s¢ chairman of the supervisory board
It A0S t 2f None

David Aguilar U.S. Border Patrol Foundatiarboard of directors member
Global Securitand Innovative Strategiesprincipal
Homeland Security Dialogugorum advisory board member
University of Houstomr Borders, Trade, and Immigration Institute External Advisory
Board member
Drone Aviation Holding Coighairman of the board
SAP NSadvisory board member
Aviation Holding Corpoard of directors member

WI y I wéa OA AUTQGCZ International a.smember of the supervisory board
Minezit SE sole member of the board of directors
RAIL CARGO a.sole member of the board afirectors
CZ AGRO Servis amember of the supervisory board
M&H Management a.s.statutory director
Kykulin Trade a.ssole member of the board of directors
Silesia Invest SEsole member of the board of directors
IT eCompany Management a-snember of the supervisory board

aNX» WIy %lF2a2NOx ¢gK2 Aa |faz2z (GKS [/ KFEANYIY 27F (K
ddz0 aARAI NB 2S&altarBolNR82¢gPw NEYaAaORI a$O0GKS DNER dzL
with effect from November 24, 2020. In the Group's Board of Directors, he replaced Ladislav

NAGEzH 1] 6K2 NBaA3IySR FTNHawe. GKAA LlRaAdAzy Fa I
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The Supervisory Board is an inpdent body of theCompanythat primarily oversees the

Board of Directors. The Supervisory Board may not, under the Czech Corporations Act and the
Articles of Association make management decisions. However, certain key decisions of the
Board of Directorsire subject to prior approval of the Supervisory Board. The business address

2T SIFOK YSYOSNI 2F (GKS { dzZLJISNWA&A2NER . 2FNR A& Fd h
1, the Czech Republic.

The Articles of Association provide that the Supervisory Boarsists of three members that

are elected and recalled by the General Meeting. A member of the Supervisory Board is
appointed for a period of five years. A member of the Supervisory Board may be reappointed.
The General Meeting may recall a member of thep&visory Board at any time. The
Supervisory Board appoints its Chairman from amongst its members. Members of the
Supervisory Board cannot simultaneously be a member of the Board of Directors.

The Supervisory Board constitutes a quorum if a majority ef ritembers is present or
otherwise takes part in a meeting. The Supervisory Board adopts a decision by a majority vote
of all its members. Members of the Supervisory Board may participate in the Supervisory Board
meetings through telephone or other remotegans. When necessary a decision may be made
by the Supervisory Board without holding a meeting.

In accordance with the Articles of Association, meetings of the Supervisory Board are called
by the Chairman of the Supervisory Board. Members of the SupegvBoard are required to
attend General Meetings.

Date of
Commencement Expiration of
Name Position of Current Term P
. Current Term
of Office

of Office

Chairman of the Supervisory

wsSys |2t Board

17 January 2020 17 January 2025

Member of the Supervisory

£ FRAYNDN -

17 January 2020 17 January 2025

17 January 2020 17 January 2025
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wObhb;h[ 929Y
Chairman of the Supervisory Board

aNXP | 2t S6S17 3INYRdzr SR FNRY 5SLINIYSYyild 2F 902y?2
¢ SOKYAOLt ! yYAPGSNEAGE AY hadNr Q@I o LY mphnz KS a
banka and Pragobanka in vario8sE S Odzi A S L2 aAliAz2yad {AyOS mdobopnz
SYUNBLINSYSdzNJ ' YR AYRdAzZAGNRAIfAald Ay@Sadz2N® |S 4l
OStSTtNye FyR aAyO0S (KSy KS KFra odaAafd Fy 2dziad
business partner at the time, he bought CZUB when it was on the verge of bankruptcy and
managed to turn around the business to become one of the leading small arms manufacturers
worldwide. Since 2014, he controls the vast majority of @empan2d & Kl NB & ¢

VLADIMMNwW 5[ h) I ©
Member of the Supervisory Board

aNXp 5f2dzké A& | 3INIRdzZr 4SS 2F GKS | yASGSNAAGE 27
Master of Business Administration degree at the Catholic University of Louvain, Belgium in
1978 and pursued postgraduateuslies in mathematical statistics and probability at Charles
University in Prague.

aNXp 5f2dzké 0S3IlYy KAa LINRPFSaarazylrf OFNBSNIIa |
Academy of Sciences as a researcher and later became Deputy Director of #eastarg
LyadAdadziSe LYy wmdopyd> aNP 5f2dzKé g a -canyiidisi SR 0 @
government and until 1992 he served as the Minister of Economy of Czechoslovakia. After the

split of the country, he served as Minister of Industry andderaf the Czech Republic until

June 1997. Simultaneously, he was a member of the Czech Parliament anchaicman of

Civic Democratic Alliance, which was part of the governing coalition.

In 1997, he announced his departure from politics and currentlwsgras an International
Advisor for Central and Eastern Europe at Goldman Sachs. Between 1997 and 2010, he served
as a Senior Advisor to ABB Group, covering Central Europe and later the Czech Republic
exclusively. He also served as a rexecutive directoy for KSK Power Ventur, Hyderabad,
India. Currently, he is also a member of the Advisory Board for Meridiam Infrastructure, Paris,
France, and of the Supervisory Board of Kooperativa, Prague, Czech Republic. Since 2014, he
has been the president of the Ca#e Chamber of Commerce.

aNX» 5ft2dzké Aa Ffaz2 Iy 1'3a20AF0S tNRFS&aa2N 2F a
University in Prague. Between 2000 and 2011, he was a member the Board of International
Overseers at the lllinois Institute of Technology,idakyo, USA. He is also a member of the
Trilateral Commission and in the past he was a Deputy Chairman of its European Group. From
2009 to 2012, he was a member of the European Advisory Group to the Managing Director of

the International Monetary Fund.

aNX 5f2dKé Aa Iy FdziK2N 2F ydzySNRdza Lidzot A OF A2

+={[!'x! tLO9D¥%hzx#
Member of the Supervisory Board

GKS +~.

LY MopTyX aNB® tAS3IT 20+ 3INI Rdzl GS Y ‘
a I S WLIAE S

902y2YA0ad CNRBY mpry (2 mdbpcs
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initially, as a member of the accounting and reporting department and later became a leader

of the team responsible for the implementation of the financial and controlling systems. In
1996, she was appointed as chief financial offiodrVesuvius CR, a producer of isostatic
pressed refractory for steel industry. At the same time, she began an MBA programme at the
Ostrava branch of the Open University of London and eventually completed her degree at
Newport International University. Ineam aKS NBUGdz2NYy SR (42 ¢yLb9/ Y;
Director for Strategy of Moravia Steel and also a member of the management board. From
2005 to 2006, she also served as the General Manager of Barrandov Studios, which also
0St2y3ISR (2 (KStwhyLEb /oY ad, ANR dzLJP CNRY HnanTtT G2

OKAST FAYIYOALE 2FFAOSNIFYR OKFANNIY 2F GKS o
former shipo dzA f RAy 3 O2YLIl yeéd ¢KSYy AY HanmnX &akKS oSOt
a.s., alsoa shipodzAf RAy3 O2YLIl yeé&ad Ly HnanmoX aNBR® tAS3

officer and later became the Viee K| AN Iy 2F Al&a o02FNR 2F RANBOIU
became a member of the Supervisory Board.

Name Position held

wSysS 1 2t8685] RAIL CARGO a;ssupervisory board member
TRX, s.r.a; executive
Minezit SE, supervisory board member
Silesia Invets SEsupervisory board member
EHGQ; supervisory board member
2Sal1t 1 oNER 22q@pervisory hadrg/nsenBer { 9
28a1t 1 0NE 2 2¢@pervisbrgbb8d/n@dBbe{ 9
BAZADO s.r.@.partner
+f F RAYNNJ 5f 2 dzk Goldman SachsInternational Advisor for Central Eastern Europe
Czech Chamber of CommergPresident
Meridiam Infrastructureg Advisory Board member
Y22 LISNI GA @I LI22A OU2 @ydugervisoly BoArd | |

member
Nadace BOHEMIAE, in liquidatipmember of the Administrative Board
+él 1dzvye gaidl @ LINE ddgmbérofthey N | )

Administrative Board
Nadace Academia Medica Pragensisditor, Tatra Aerospace, a.
member of the Board of Directors

+Saftl @l tAS3AT 2 CZAUTOSYSTEMS agssupervisory board member

The majority of members of the Audit Committee are required to be independent and
professionally qualified pursuant to applicable provisions of the Czech Act No. 93/2009 Coll.,
on Auditors, as amendk and at least one member of the Audit Committee is required to be

a current or former statutory auditor or a person whose knowledge and previous experience
in the area of accounting entail the presumption and proper performance of the functions of
a memier of the Audit Committee, with respect to the business of @@mpany The chairman

of the Audit Committee is required to be independent pursuant to applicable provisions of the
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Czech Act on Auditors. The business address of each member of the Audit G@enimiat
hiLd SGFt 208 mMmHynkoTI b2@S aSadz2z mmn nn t NF 3dzS

The Articles of Association provide that the Audit Committee consists of three members that
are appointed for a period of five years. A member of the Audit Committee may be
reapponted. No member of the Audit Committee may be a member of the Board of Directors.
The powers, responsibilities and decisinpraking process of the Audit Committee are defined
by the Articles of Association, the Czech Act on Auditors and the rules of proc@duhe
Audit Committee.

Key responsibilities and powers of the Audit Committee includéer alia, monitoring the
effectiveness of theCompan@a Ay G SNY I f O2y i NP f YR NRafi \
effectiveness of theCompan@2a Ay G SNy I f | igRundiional yhdepeBdercdziik y 3
process of preparation of theCompanpa O2y a2 f A Ricdn®Rlated yfimancigl 2 y
statements; and the statutory audit process.

Commencement Date of Expiration

Name Position of Current Term of Current Term
of Office of Office
£S5t 1 gLt jchairmanofthe Audit 17 January 2020 17 January 2025

Committee

fox - Member of the Audit
5F AR hyR?D Committee 17 Januar020 17 January 2025

Member of the Audit

¢2Yt O al OF Committee

17 January 2020 17 January 2025

5!/+L5 hb5wh} ~9Y
Member of the Audit Committee

aNX» hyRNRdzOS]1 662NJ SR F2N Y2NB GKIFy (GSy &SI Na A
10 monthsinthé hh5 g [/ 2YLIl y& CAYylIyOS 5SLINIYSYyd FyR A
¢2YNS6S] 9 tINIySNA GFE 2FFA0Sad aNXP hyRNRAzOS| 7
of the Czech Republic and a member of the international professional organization Agsocia

of Chartered Certified Accountants. In addition to providing audit services, he focuses
primarily on IFRS and transfer pricing advice.

R
S
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¢cha#~ al! /1] 2!

Member of the Audit Committee

aNX¥ al OKdz6l 3INF Rdzk iSR FTNRY (KS CBriddit 2083 a8dF [ | 6
TNRY (KS ClLOdzidGe 2F alyl3asSySyid FyR 902y2YA0a

After his studies at Faculty of Law, he started his career as a company lawyer at CZUB. He
currently holds the position of Head of the Legal Depamiand also acts as corporate
secretary. In addition, he is responsible for corporate compliance and the protection of
personal data at CZUB.

As of the date of thisReport the members of the Audit Committee did not perform any
principal activities outside theCompanywhere these are significant with respect to the
Compang 6AGK GKS SEOSWGIA2Y 2F +Satl gl tAsS3T 2l

Remuneration Committee

The key function of the &muneration Committee is to ensure integrity and fairness of the
remuneration system for senior management of the Group.

Committee for the Assessment of Strategic Investments

The key task of the Committee for the Assessment of Strateyiestments is to approve and
review proposals of the senior management for potential M&A transactions and/or joint
venture initiatives in order to ensure the industrial logic and desired financial benefits for the
Group.

Regulatory and Ethics Committee

The Regulatory and Ethics Committee is responsible for implementing the Code of Ethics and
the Code of Conduct within the Group and for overseeing compliance with the Code of Ethics
and the Code of Conduct.

Conflicts of Interest

There are no conflicts of ietest between the duties of the members of the Board of Directors,
Supervisory Board Members, Audit Committee Members and other senior managers to the
Companyand their private interests or other duties.
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REPORT OF EHBOARD OF DIRECTORS OF £28G{ Y # %. wh Wh *
2L¢l1 L¢{ w9DL{¢OwW95 hCCL/9 !¢ ht[9
COMPANY ID: 291 Si61

Y ! Dwh;t {9Z
¢! [ hz! MHYNK

ON RELATIONS BETWEEN RELATED PARTIES FOR THE YEAR 2020

According to Section 82 of Act No. 90/2018lIC On Business Corporations, the Board of
Directorsof CZG2 Sa 1t T oNRB22@1 1 DNRBdzL) {9 O6KSNXAYyLl FiSN |
Ala NBIAAGSNBR 2FFAOS |G hLXSGrf20F MHynkoTX b
961, acting with due managial care, took all possible steps to identify the controlling entities

and entities controlled by the controlling entity with the following result:

¢tKS . 2FNR 2F 5ANSOG2NER aidlddSa GKIF{G &éRatneRANBOG
{9 6AGK Ad&a NBIAAGSNBR 2FFAOS 4G hLXSGlIE20F w™
ID: 058 51 777.

2Sa1t ToNR22@ 1l tIFNIYSNR {9 2¢6ya Y2NB (KIy wmm:

2Sa1t ToNR22@1 1 t I NISEINE 1 {0NPGBRidNER itDI0RIgatdhts
at the General Meeting of the Company.

¢tKS RANBOUG O2yiNRfttAy3a Syidrade 2F 2S5Sait ToNr220
GKAOK LISNF2NYA& AyTFtdzSSyOS 20SNJ GKS / 2YLI ye (KNP
The role ofcontrolled entity within the holding entity:

Czx2S&a1t ToNRr22@1l DNRdzL) {9 Aa | LI NI 2F K2f RAYy

and sale of firearms and tactical accessories for military and law enforcement, personal
defence, hunting, sportleoting and other civilian uses.

Method and Means of Control

28541t ToNRe22@1l tIFINIYySNBR {9 la | YIlI2ZRK&d't akKl N
zbrojovka Group SE through the General Meeting of Shareholders, it is has one representative
in the Syervisory Board and O representative in the audit committee.

Overview of mutual relations with the controlling entity:
In 2020, the following transactions took place between GZGS a {t [T oNR22 @1 | DNER.
2Sait ToNre22@ 1l tIFINIySNAR {9Y

On 31 January 2020, an Agreement on the provision of services was concluded with effect from

1 February 2020, on the basis of which the2 YLJ y& LINP@PARSa 2S&a1t 1 0NE
with accounting serviceCZzG 2 Sa {1t T oNR22@1}+ DNRdzLJ {9 LI AR Yy
for the year 2019.
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2Sa1t ToNR22@1 1l Ftax gAGK Ada NBIAAGSNRKE 2FFAO
company ID: 463 4965

/| % 9ELIZNI tNFKIT aPNWD2T gAGK Ada NBIAZAGSNBR 27
company ID: 494 5961

EHGnaz {92 gAGK AGa NBXIAZAGSNBR 2FFAOS G hLX Sit
company ID: 037 9798

/| D +L. aAPOND2dPT gAOGK AGa&a NBEIAAZGSNBR 2FFAO0S |
company ID 072 05 520

czG2Sait ToNRr22@1l DNRdAzLJ LYGSNYIFGAZ2YlE adNWD2dX
MHYNKOTY b2@S aSaidiz2> vwmor20802t NI 3dzS mX O2YLI ye

CZUS HOLDINGS, INC., a company incorporated and existing under the laws of the United
States of America, with its registered office at State of Kansas, 750 Commerce Plaza II, 7400
West 110th Street, City of Overland Park, County of JohnpState of Kansas, 66210, No. G 83
2954264.

Overview of mutual relations with subsidiaries:

29{Y# %Y. whWh=zY! I o{ @

LY Wwnunz 2S8Sait ToNR22@1F F®dad LI AR GKS | LILNR @GS
On 31 October 2019, two agreements on the assignmentemfeivables were concluded
0SGisSSy 2Sait T oNR22J1 | daod Fa GKS Faairdayz2Nl |
on 30 June 2020. The liability was paid by the Company on 20 April 2020.

On 26 November 2019, an Agreement on the provision of serwi@sconcluded with effect
FNRY ™M WFydzZZ NE HnuwnI 2y GKS olaira 2F gKAOK (GKS
zbrojovka a.s.

On 24 November 2020, a Contract on the sublease of a vehicle for a definite period until 31
December 2020 was concluded.

On 30.12.2020, a Contract on the sublease of the vehicle for a definite period until 31 October
2021 wasconcluded.

CZ EXPORT PRAHA, S.R.O.

On 31 December 2019, an Agreement on the provision of services was concluded with effect
from 1 January 2020, on ¢hbasis of which the Company provides consulting services to CZ
Export Praha, s.r.o.

The company CZ Export Praha, s.r.o. paid the approved dividend for 2019 in 2020.
EHGAM, SE

On 31 January 2020, a Service Agreement was concluded with effect from 1laReBAR0, on
the basis of which the Company provides accounting services ted8HGE.

On 29 July 2020, a loan was provided to E®C SE based on a Loan Agreement due on
December 31, 2025.
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On 31 August 2020, a loan was provided to EA; SE based onlaoan Agreement due on 31
December 2025.

On 14 September 2020, a loan was provided to BMNC SE based on a Loan Agreement due
on 31 December 2025.

On 19 October 2020, a loan was provided to EHMC SE based on a Loan Agreement due on
31 December 2025.

CZG VIB S.R.O.

On 31 January 2020, an Agreement on the provision of services was concluded with effect from
1 February 2020, on the basis of which the Company provides accounting services to CZG VIB
S.r.o.

CzZG29{ Y# %.whWh+Y! Dwh'!t Lb¢9wb! ¢Lhb![ { ®owdhod

On31 January 2020, an Agreement on the provision of services was concluded with effect from
1 February 2020, on the basis of which the Company provides accounting services-to CZG
2S4a1t ToNR22@ 1l DNRAzLI LYGSNYIFGA2YyFf &ADNWDP2OD

On 6 May 2020, an Agreement on theluntary additional equity contribution was concluded.
On 7 July 2020, an Agreement on the voluntary additional equity contribution was concluded.

On 31 December 2020, a loan was providedtoQZ&a 1+ | oNR22 @1 DNRdzL] Ly
on the basis of &oan Agreement due on 31 December 2025.

CZUS HOLDINGS, INC.

On 9 March 2020, a loan was provided to-l@Z HOLDINGS, INC based on the Loan Agreement
due on 31 December 2025.

On 7 December 2020, a loan was provided toUWXZ HOLDINGS, INC based on thanLo
Agreement due on 31 December 2025.

On 29 December 2020, a loan was provided toUZ HOLDINGS, INC based on a Loan
Agreement due on 31 December 2025.

4M SYSTEMS A.S.

On 31 December 2019, an Agreement on the provision of services was concluded with effect
from 1 January 2020, on the basis of which the Company provides consulting services to 4M
SYSTEMS a.s.

On 31 January 2020, an Agreement on the provision of serviaesancluded with effect from
1 February 2020 on the basis of which the Company provides accounting services to 4M
SYSTEMS a.s.
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On 31 January 2020, an Agreement on the provision of services was concluded with effect from
1Febdzt NB HnunX 2y GKS o0lara 2F BKAOK GKS /2YLIl Yy
zbrojovka Defense SE.

AUTOCZ INTERNATIONAL A.S.

On 31 January 2020, an Agreement on the provision of services was concluded with effect from
1 February 2020, on the basid which the Company the Company provides accounting
services to AUT@Z International a.s.

EUROPEAN HOLDING COMPANY, SE

On 31 January 2020, a Service Agreement was concluded with effect from 1 February 2020, on
the basis of which the Company provides acebuog services to European Holding Company,
SE.

Other relations between the controlling entity and the entities controlled by the controlling
entity are not known to the Board of Directors.

No other agreements were concluded between the companies in ttauf, except for those
relating to the transactions listed above.

In addition to the above, there were no acts committed in the last accounting period which
were initiated or in the interest of the controlling entity or its controlled entities, if such
conduct concerned assets exceeding 10% of the controlled entity's equity as determined in
the last financial statements.

Assessment of advantages and disadvantages arising from the relations between related
parties

CzG2Sait 1 oNER 2 pandfits franNER delatiofsbetween related parties as a result

of the significant transactions mentioned abovighe controlled has advantages from relations

with related parties arising mainly from various synergies and benefits concerning the ability

to use processes and access to financial knowledge, customer information and technical
knowledge of the individualgrties. The Board of Directors of CZ@ S& 1+t T oNR 2231+ DI
is not aware of any disadvantages arising from relations between related parties. The
Company's Board of Directors is also not aware of any risks for the Company that would result

from theserelations.

Assessment of Detriment arising from the relations between related parties

The Board of Directors of CZ&2 Sa {1t 1T oNR22@1 | DNRdzLJ {9 0SSt ASG
detriment resulting from the relations between related parties.
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In Prague on @ March 2021

WEyYylL waOAas] 2 ot

Member of the Board of Directors

11/
b~

f

Jan Drahota

ViceChairman of the Board of Directors

@ CZcroup | ANNUAL REPORT 2020



Tothe best of our knowledge,we believethat this consolidatedfinancialreport givesa fair
and true view of the D N2 dZlnKhéial position, businessactivities and results for the year
ended 31 December 202@&nd outlook for the developmentof D NB dilnihéid situation,
businessactivitiesandresults.

Prague,30 April 2021

Signedon behalfof the Boardof Directors:

-

[ dzo 2 Y N NJ/Y2 Gt N1
Chairman of t?f’e Board of Directors

A
V.
f}

}f

7/

Jan Drahilota

Vice-Chairman of the Board of Directors
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16. Standalone Financial Statemés for the
Year Ended
31 December 2020
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STATEMENT OF FINANCIAL POSITION AS OF 31 DECEMBER 2020

B.
B.III.

B.III.1.

B.III.2.

C.

C.IL
C.I.1.
C..1.2.
C.I.1.5.
Cl.15.4
C.l.2.
C.l.2.1.
C.l.2.4.
C.l.2.4.3
Cll.2.4.4
C.l.2.4.6
C.l.2.
C.IVv.
C.Iv.1.
C.lv.2.
D.

D.1.

A.

Al
ALl
Al
Alll.1.
Alll.2.
All.2.1.
A.lV.
A.lV.1.
AV.
B.+C.
B.

B.IV.

C.

C.IlL
C.l.4.
C.I.6.
C.IL8.
C.I1.8.3.
C.1.8.4.
C.I1.8.5.
C.I.8.7.
D.

D.1.
D.2.

TOTAL ASSETS

Fixed assets

Norrcurrent financial assets
Equity investments controlled or
controlling entity

Loans and borrowingscontrolled or
controlling entity

Current assets

Receivables

Longterm receivables

State- tax payables and subsidies
Receivablesother

. Sundry receivables

Shortterm receivables
Trade receivables
Receivablesother
. State- tax receivables
. Shortterm prepayments made
. Sundry receivables
Other current financial assets
Cash
Cash on hand
Cash at bank
Other assets

Deferred expenses

TOTAL LIABILITIES & EQUITY

Equity

Share capital

Share capital

Share premium and capital funds
Share premium

Capital funds

Other capital funds

Retained earnings (+})

Accumulated profits or losses brought forward-j+/
Profit or loss for the current period (+/
Liabilities

Reserves

Other reserves

Payables

Shortterm payables

Trade payables

Payables controlled or controlling entity
Other payables

Payables to employees

Social security andealth insurance payables
State- tax payables and subsidies
Sundry payables

Other liabilities

Accrued expenses

Deferred income
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31 Dec 2020
| %Y | %Y

Brutto Netto
3987 620 3987 620
3207 432 3207 432
3207 432 3207 432
3030773 3030773
176 659 176 659
779 682 779 682
28 160 28 160
21914 21914
21914 21914
21914 21914

6 246 6 246
4989 4989
1257 1257
1187 1187

70 70

751 522 751 522
53 53

751 469 751 469
506 506

506 506
31 Dec 202(

| LY

3987 620
3947 746

3264

3264
2 340 455
811 720
1528 735
1528 735
1141099
1141 099
462 928

16 147

4 807

4 807
11 340
11 340

7 008

4332

2 426

895

1011
23727
23727

2 Jan 202(
| %Y
Netto
3075634
2995174
2995174

2934 097

61 077

80 460
57 637
31 449
8 000
23449
23 449
26 188
3

26 185

26 185

22 823
2
22 821

2 Jan 202C
| %Y
3075634
3001 036
2984
2984
1528735
1528 735
1528735
1469 317
1469 317

74 594

74 594
74 594

1474
14 373
58 747

1019
57728



STATEMENT OF PROFIT OR LOSS FORARIENDED 31 DECEMBER 2020

Period from Period from
1 Feb 202C 1 Feb 201¢
to 31 Dec 202C to 31 Dec 201¢
[ %Y | %Y
l. Sales of products and services 40 396 -
A Purchased consumables and services 84 727 18 234
A2 Consumed material and energy 1275 -
A.3. Services 83 452 18 234
D. Staff costs 33100 -
D.1. Payroll costs 26 264 -
D.2. Social security and health insurance costs and other charges 6 836 -
D.2.1. Social security and health insurance costs 6836 -
E. Adjustments to values in operating activities - -7 400
E.3. Adjustments to values of receivables - -7 400
F. Other operating expenses 4 968 7
F.3. Taxes and charges 7 2
Fa Reserves relating to operating activities and compleferred 4807 i
expenses
F.5. Sundry operating expenses 154 5
* Operating profit or loss (+) -82 399 -10 841
V. Income from norcurrent financial assetsequity investments 612 669 1049 564
IvV.1. Income from equity investmentscontrolled or controlling entity 612 669 1049 564
G. Costs of equity investments sold - 42 336
VI. Interest income and similar income 1762 6973
VI.2. Other interest income and similar income 1762 6 973
VII. Other financial income 1224 2461
K. Other financial expenses 70 328 2393
* Social security and health insurance payables 545 327 1014 269
* State- tax payables and subsidies 462 928 1003 428
L. Income tax - 1363
L.1. Due income tax - 1363
* Profit or loss net of tax (+) 462 928 1 002 065
*kk Profit or loss for the current period (+) 462 928 1 002 065
* Net turnover for the current period 656 051 1 058 998
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2020

Sharepremium

Accumulated
profits or

Profit or loss

Share capital and capital losses for the current E?J’.?_‘I\'
funds brought period
forward
| Y | Y | Y | Y | Y
Balance at 1 February 2019 2984 1755961 1026905 349 2786199
Distribution of profit or loss - - 347 -349 -2
Profit shares paid - - -560 000 - -560 000
Profit or loss for the current period - - - 1002065 1002 065
Balance at 31 December 2019 2984 1755961 467 252 1002065 3228262
Distribution of profit or loss - - 1 002 065 -1 002065 -
Balance at 1 January 2020 2984 1755961 1469 317 - 3228 262
Effect of transformgtlorl; demerger by i 297 296 ) ) 297 296
spinofffamalgamation
Balance at 2 January 2020 2984 1528735 1469 317 - 3001036
Changg in share capitapublic 280 811 720 ) ) 812 000
subscription of shares
Profit shares paid - - -328 218 - -328 218
Profit or loss for the current period - - - 462928 462 928
Balance at 31 December 2020 3264 2 340 455 1141 099 462 928 3947 746
103
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2020

Q)

Al

A1l
A13
Al4
A15
A1.6

A2

A2l
A2.4
A2.5
A.2.6
A.2.9
A.2.10

A3

(B)
B.1
B.2
B.3

©
Cc1.2
c21

c.22
C.23.

Period from 2 Jan 202! Period from 01 Feb 201

to 31 Dec 202( to 31 Dec 201¢
| %Y | %Y

Balance of cash at periodeginning- before merger 22 823 881 849
Cash acquired through merger - 493
Balance of cash at period beginning 22 822 882 342
Cash flows from operating activities
Operating income + 660 743 114 666
Sales of products argkrvices + 36 715 -
Interest income + 662 5925
Profit shares received + 612 669 107 208
VAT received + 7734 -
Other operating income + 2 963 1533
Operating expenses - -175 418 -19 017
Costs of material antangible fixed assets - -1 654 -16
Costs of services - -78 278 -18 460
Staff costs - -24 809 -
Taxes and charges paid - -6 405 -541
VAT paid - -7 912 -
Other operating expenses - -56 360 -
CE;(rcrI;?lr;?ees rate gains arldsses on revaluation of foreigr - 1645 1219
Net operating cash flows + 483 680 96 868
Cash flows from investing activities
Provided loans and borrowings - -111 885 -61 077
Proceeds from financi@hvestments sold + - 563
Costs of acquisition of financial investments - -88 014 -210 873
Net investment cash flows - -199 899 -271 387
Cash flows from financial activities
Instalment of a received loan or borrowing - - -125 000
Impact of changes in equity on cash + 812 000 -
Profit shares paid - -328 218 -560 000
Other financial expenses - -38 864 -
Net financial cash flows - 444 918 -685 000
Net increase/decrease in cash 728 699 -859 519
Balance of cash at period end 751 522 22 823
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NOTES TO THE FINANCIAL STATEMENTS AS AT 31 DECEMBER 2020

Company name: CzG2Sait ToNr22@1l DNRdzLI {9

Registered office: hiLd SGFf 2@ MHynkoTX b2@0S aSaizx wmw
Legalform: European society

ID: 291 51961
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1. GENERAL INFORMATION
1.1. Establishmenand characteristics of the company

CzG-2S&a1t T oNR22@1 1l DNRdzLJ {9 OKSNBAYIF FGESNI N
established as a European company by registration in the Commercial Register of the
Municipal Court in Prague on 10 January 2013. The subjettte Company's business is
production, trade and services not listed in Appendices 1 to 3 to the Trade Licensing Act.
5S0AaA@BS AyFfdzSyOSYy 2Sait ToNR22@1F t I NIySNE
MHYNKOTSY b2@S aSaiz23 mavashaeml0i7éi%.3dzS mI g KA OK

The financial statements have been prepared as of the balance sheet date of 31
December 2020.

1.2. Changes and amendments in the Commercial Register in the past accounting period

During 2020, the following changes took place in tleen@hercial Register:

!4 2F MT WIFEYydzZzENE HAnHANZ aNB® |yl . Ff2dzy2 0t
of the Board of Directors

!4 2F MT WIHYydzENE HAaHnZ Ly3ad [dzo2YNNI Y23 n
Board of Directors,

1 As of 17 January 2020, Mdan Drahota was newly elected Vickairman of the
Board of Directors

f14& 2F MT WEydztr NB WAawnX Ly3daod WLyl waOAG61 23t
of Directors

1 As of 17 January 2020, Ing. Andrej Chrzanowski was newly elected member of the
Board of Diretors

f!'a4 2F MT WFEydzENBE HAHAX Ly3ad [FRA&AEFG . NRGI
of Directors

g91a 2F MT WFydzE NB HanHunX aNB® !-Ehaihsn of tBef dzOK 2 @
Board of Directors

1 As of 17 January 2020, David Aguilar was nexideted member of the Board of
Directors

f1a 2F MT WEydzENE wnHnX Ly3aod wSysS 1 2fS68]
Supervisory Board

g1a 2F M1 WHydzZENE HauwnX Ly3ad £t RAYANI 5f 2c
Supervisory Board

f As of 17 January 2020, Ing.Saft I g+ t AS3IT 20t ¢+ a ySsgte St
Supervisory Board

f!'a4 2F Hn b2@OSYOSNI HAHWANY Ly3ad [RAATFG . NRG
Directors

f1a 2F Hn b2@SYOSNI HAHANE Ly3Id WY %l 2NO g1 2
Directors.

As of6 October 2020, the registered capital was increased by subscribing 3,015,859 new
shares with a nominal value of CZK 0.10, to a final value of CZK 3,263,800. The share
premium per newly subscribed share amounted to CZK 289.90 per share, i.e. a total of
CZK811,720,000; see equity movements.

ANNUAL REPORT 2020

@ CZcroup




Function

Name

Board of Directors

Chairman of the Board
Vice Chairmarmwf the Board
Member of the Board
Member of the Board

Ly3d [ dzo 2 YNNJ
Jan Drahota

Ly3ad Wyl wac
Ing. Andrej Chrzanowski

1.3.

@ CZcroup

Vice Chairmamf the Board lf A0S t 2f dzOK:

Member of the Board David Aguilar

Member of the Board Lyao WLy %I 2)
Supervisory Board Chairman of the Supervisory BoardL y 3 ® wSy S | 2f

Member of theSupervisory Board Ly 3® =+f | RAYNI

Member of the SupervisoryBoard Ly 3® +Saf | g}

Group identification

European Holding Company, SE is the entity that prepares the consolidated financial
statements of the group. The cookdated financial statements of the Group can be
obtained at the registered office of this company.

CzG-2Sat ToNR22@ | DNRdzLJ {9 I faz2 LINSLI NSa
according to the International Financial Reporting Standards (IFRS), aseddmop the
EU.

ACCOUNTING METHODS

The Company's accounts are kept and the financial statements have been prepared in
accordance with Act No. 563/1991 Coll. on Accounting, as amended, Decree No.
500/2002 Coll., which implements certain provisions of A. 563/1991 Coll. on
Accounting, for accounting entities that are entrepreneurs accounting in the doeuble
entry bookkeeping system, as amended, and Czech Accounting Standards for
Entrepreneurs, as amended.

The accounting records are kept in compliance wgdneral accounting principles, in
particular the principle of valuing assets at historical cost (unless stated otherwise
below), the principle of material and temporal accounting, the principle of prudence and
the assumption of the entity's ability to céimue as a going concern.

The company's financial statements have been prepared as of the balance sheet date of
31 December 2020 for the period from 2 January 2020 to 31 December 2020.

As a result of the demerging process of CZ&S &1t 1 0 NR 22 @ithlits D NB dzLJ

NEIAAGSNBR 2FFAOS G hLX SGFf20F MHynkoTX b2(¢
51 961, registered in the Commercial Register kept by the Municipal Court in Prague, file
number H 962, as a demerging company, in the form of a demerger lmyospiwvith

subsequent amalgamation, part of the assets of GZ&S a { t fToNR22017 | DN

specified in the project of a demerger by sgiff with subsequent amalgamation dated

28 February 2020, was transferred to AUTQ@ International a.s., with its regesed

2FFAOS G hLX SGFt20 MHynkoTX b2@S aSadazz wmi
registered in the Commercial Register kept by the Municipal Court in Prague, file number

B 24727, as a successor company.
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2.1.

2.2.

2.3.

2.4,

2.5.

Comparable data in the statements represerdtd from the opening balance sheet of
CzG2Sat ToNR22@1+ DNRdzL) {9 O2YLAEtSR +a 27
and data from the profit and loss account and cash flow statement for the period of 11
months from 1 February 2019 to 31 December 20E9r this reason, the data in the
income statement and cash flow statement are not fully comparable.

The financial statements have been prepared in Czech crowns.
Revaluation ohon-currentfinancial assets

Fixed financial assets are valued at cost, adjusted for any provisions. Asset disposals are
valued using the FIFO method (the first cost for valuing an asset addition is used as
the first cost for the valuation of a disposal of the asset).

Receivable

Receivables are valued at nominal value upon origination, purchased receivables are
valued at cost

Conversion of data in foreign currencies into Czech currency

Accounting operations in foreign currencies performed during the year are accounted
for at the exchange rate of the Czech National Bank valid on the date of the accounting
event.

As of the balance sheet date, foreign currency assets and liabilities are translated at the
CNB exchange rate in force on the balance sheet date

Changes in aotinting policies compared to the previous accounting period
There were no changes in accounting methods in 2020.
Cash flow statement

The cash flow statement was prepared using the direct method. Cash equivalents are
short-term liquid assets that cabe easily and promptly converted to a known amount
of cash and for which no significant changes in value are expected in time.

(data in thousands of CZK)
31.Dec2020 2.Jan2020

Cash in hand andash in transit 53 2
Cash at bank 751 46¢ 22 821
Total cash and cash equivalents 751 522 22 82:%

Cash flows from operating, investment or financing activities presented in the cash flow
statement are not offset
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3. ADDITIONAL INFORMATION

3.1. Intangible fixed assets (IFA)
None

3.2. Tangible fixed assets (TFA)
None

3.3. Non-current financial assets

Shares controlled entity

bHdcmz G 2851t ToNR22@ 1+ | daod

Date of acquisition: 21 October 2013, 13 March 2014,
21 December 2018, 31 October 2019,
14 January 2020

Nominal value: CZK 700

Number of shares: 634,729 pcs
Acquisiton price as of 31 December 201®ZK 2,384,857,687.80
Acquisition price as of 31 December 20€@K 2,182,666,343.00

Date Share movement Total share% Share balance

31 Dec 2019 92.33% 2 384 857687.80
01 Jan 2020  -225 225867.80* 2159631820.00
14 Jan 2020 14410 392.00 92.64%** 2174042212.00
01 April 2020 14 410 392.00 92.64%** 2182666343.00

FF ¢CKS AKFENXS Ay (GKS NXSIAZGSNBSR OFLAGIE 6AGK2dzi 26y akKl NSa
* Change onCZAUTO SYSTEMS spiff

100% in EH@GM, SE

Date of acquisition: 17 December 2015, 20 June 2016
Nominal value: 3,480 CZK

Number of shares: 1,000 pcs

Purchase price: CZK 2,700,000
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100% in CUS HOLDINGS, INC.

Date of acquisition: 28 December 2018
Investment of CAUSA: 30 August 2019
Investment amount: CZK 564,892,000

100% in CZ Export Praha s.r.o.

Date of acquisition: 17 June 2019

Purchase price: CZK 185,069,000

100%inCz@S&1t T OoNRP22@1 1+ DNRdzL) LYGSNYFGA2Y I ao
Dae of acquisition: 17 June 2019

Purchase price: CZK 266,000

Additional equity contribution  CZK 73,641,320

100% in CZG VIB s.r.o.

Date of acquisition: 17 June 2019
Purchase price: CZK 21,538,000

Loans and creditscontrolled or controlling entity

Loanto CZUS HOLDINGS, INC.

Principal: USD 6,820,000 (CzZK 145,859,340) USD 2,700,000 as
of 2 January 2020

loantoCZ@ Sa1t T oNR22@] Il DNPRPdAzLJ LYGSNYylFGA2y I &ao

Principal: CZK 1,000,000 (CZK 0 as of 2 January 2020)

Loan to EH&4M, SE

Principal: CZK29,800,000 (CZK 8,000,000 as of 2 January 2020 reported on
the line C.11.1.2. Receivablesontrolled or controlling entity)
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Financial leaseContract for the leasing of a movable propeyyperational vehicle
leasing

Pledged noncurrent financial assets:

Czx2Sa1t ToNR22@1+ DNRdzLI {9 KI & -4Nf SERE®R Al &
basis of the Contract for the Pledge of Shares in iGeate Form concluded on 29 June

Hamc AY FlL @2dzNJ 2F 2Sait aLRnAdaStylrs oad I a
2F F /I NBRAG [AYyS 2F u al& uwHnmc O2yOf dzZRSR 0Si
s.r.o. (subsidiary of EH@M, SE). On 12 Jul2018, CZz& 2S&a1t T oNR22@1 | DI
02y Ot dzZRSR I O2yiGNX Ol 6AGK 2S5a1t aLRZnAaidsStylrx

between the guarantor and the bank, no. RD/372/16/LCD.

Non-current assets, the valuation of which is significantly higher thanviluation in
accountingg none.

Revaluation of londerm financial assetsnone

3.4. Long- term receivables

Longterm receivables from related parties, other than from provided loans

None.

Other longterm receivables

CzG2Sai1t 1 oNE 22 dmids thftlBwdaglodgdrm NeBedables:

Share transfer agreements dated 31 July 2019, receivables arising from the purchase
price and related interest and fees in the total amount of CZK 21,914 thousand (CZK
23,449 thousand as of 2 January 2020), dued6nlune 2024.

The receivables relate to CZUB Management Shareholding Plan. In the years 2014 to
2019, CZUB had a management shareholding plan in place. Two current members of
CZUB's board of directors own Class B book entry registered shares, represarntigg

0.68% of CZUB's equity. The remaining members of CZUB's board of directors had sold
their shareholdings to the Company before 30 June 2020. CZG has a call option on those
Class B shares at a pdefined strike price which represents a proportioeaincrease of
equity over a certain period (over the course of holding period).

3.5. Short-term receivables

Overdue receivablesnone.

Receivables with a maturity of more than 5 yearsone.

Receivables covered bypdedge- none

Shortterm receivables from loansnone.

Other short- term receivables

CzG2Sai1t ToNR22@1 | DNERdzLI { GermN&EEEINGR in thé 618l T2 2
amount CZK 0 thousand (CZK 26,185 thousand as of 2 January 2020) arising from the
following contracts:
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A share transfer agreement dated 15 July 2019, receivable arising from the purchase
price and related interest and fees in the amount of CZK 0 thousand (CZK 11,734
thousand as of 2 January 2020) due on 30 June 2024.

Contracts for assignment of a receivablated 31 October 2019 in the total amount CZK
0 thousand (CZK 14,450 thousand as of 2 January 2020) due on 30 June 2020

3.6. Equity

Changes in equity

Changes in equity are included in the statement of changes in equity.

Opening Closing

Item in thousand CZK balance Change balance
Registered capital 2 984 280 3 264
Share premium 0 811 720 811 720
Other capital funds 1528 735 0 1528735
Retainedearnings 1 469 317 673847 1141099
Profit or loss from the previous period 0 -1 002 065 0
Profit orloss for the current period 462 928 462 928
Equity 3 001 036 946 710 3947746

The Board of Directors of CZ&2 S&a1t T oNR22@1 I DNRdzLJ {9 LINE L.

profit for the accounting period ending 31 December 2020 by partial payment of
dividends to shareholders, in accordance with the Company's dividend policy and to
transfer the remaining profit to the retained earnings account of previous years.

3.7. Subsidies, investment instruments, reserves, research and development

Reserve other reserve for annual remuneration resulting from employment contracts
of employees in the tal amount of CZK 4,807K as at 31 December 2020 (CZK 0 K to
2 January 2020).

3.8. Short- term payables

Overdue payablesnone.

Payables with a maturity of more than 5 yeansone.

Payables covered by a pledgaone.

Payables and remuneration sfatutory bodies

Social security contributions before maturity: CZK 440 thousand (CZK 0 thousand as of 2
January 2020)

Health insurance payables before maturity: CZK 4 556 thousand (CZK 0 thousand as of 2
January 2020)

State- tax payables and subsidiegfore maturity: CZK 1 011 thousand (CZK 0 thousand
as of 2 January 2020)
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Other shortterm payables

Company CZ& Sal1t T oNR22@1 | DNER dzLJ -tpreh pdydded dathd NB O2
total amount CZK 0 thousand (CZK 57,728 thousand as of 2 January 2020)thede
Share Transfer Agreement dated on 31 October 2019 due on 30 June 2020.

3.9. Accured expenses

As of 31 December 2020, accrued expenses are related to the payment of fees to banks
associated with the implementation of the IPO. As of 2 January 2020e thiee no such
items.

3.10. Revenues from ordinary activities

The company had revenues mainly from:

w sales of servies- provision of specialized consulting services within a wider group
w interest on bank accounts
wRAGARSYRaA FTNRY 2S3aiBxpoiteratig,d3.2ad]1 | | ®ad yR /[ %

The costs arose mainly from:

w purchased economic and legal services
w salaries of employees and the statutory hied
w other financial expenses

In 2020,the Company completed the subscription of its shares as part of a public
offering. Theimplementationof share subscription was associated with costs of services,

fees to banks and extraordinary remuneration to employees, company management and
statutory bodies

3.11. Employees, management and statutory bodies

As of 31 December 2020, thentity has19 employees (12 as of 2 January 2020).

Remuneration to members of statutory bodies was granted

in thousand 31 Dec2020 31 Dec2019
Total number Of which Total Of which statutory
CzZK statutory number of
of employees body
body employees
Number of employees 19 9 0 0
Salaries andewz_ards 26 264 17 540 0 0
to statutory bodies
Social ;ecurlty and 6 836 4 305 0 0
health insurance
Social costs 0 0 0 0
Total-staff costs 33100 21 845 0 0

Loans, guarantees and other benefitsrteembers of the company's bodies, incl. former,
were not provided.
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3.12. Related party transactions and relationships

Long- term receivables from related parties

As at 31 December 2020, the company records teergn receivables from subsidiaries
from granted loans and advances in the total amount of CZK 176,659K (January 2, 2020:
CZK 69,076K).

Provided loans provided in the amount of CZK 29,800 thousand arend8& December 2025.
Provided loans provided in the amount of CZK 145,859 thousand are due on 31 December 2025.
The provided loan in the amount of CZK 1,000 thousand is due on 31 December 2025.

Short- term liabilities to related parties

The company CZ&2S a1t T oNR22 @1 | D NRrazliabifities iMNtBeQaNR & & K ;
amount of CZK 0 (January 2, 2020: CZK 14,373K).

3.13. Events that occurred after the balance sheet date

By issuing shares on the public market, the Company became a public interest company
on 6 October 2020. As such, it is obliged to keep accounts in accordance with
International Accounting Standards (IFRS) as adopted by the EU with effect from 1
January 202 in accordance with Section 19a of Act 563/1991 Coll., on accounting.

On 11 January 2021, the subsidiary companyUSZHOLDINGS, INC., signed the final
agreement to acquire a 100% stake in Colt Holding Company LLC (Colt), the parent
company of Americaarms manufacturer Colt's Manufacturing Company LLC, as well as

its subsidiary Colt Canada Corporation. The acquisition will be financed from the existing
cash resources of CZ&2 S&a 1t T oNR22@1 | DNRdAzLJZ Ay Of dzZRAyYy 3
initial publicoffering (IPO) and the issue of bonds. The entire transaction is subject to
regulatory approval and settlement is expected in the first half of 2021.

On 16 February 2021, the Company provided to the subsidiafty EKHOLDINGS, INC. a
loan of USD 5 millian

On 2 May 2016, the Company provided a guarantee for a loan to 4M SYSTEMS a.s., the
guarantee was extended on 24 February 2021.

On 23 March 2021, CZG issued 500,000 pcs of bonds in nominal value CZK 10,000, with
floating rate of 6M PRIBOR + 1.80% p.a. mdhticipated aggregate nominal amount of

CZK 5,000,000,000 due on 23 March 2027. The issue price was set at 100% of the nominal
value of the bonds. The public offering was finalized on 10 March 2021. The bonds were
admitted to trading on the regulated mket of the Prague Stock Exchange.

Mr. Andrej Chrzanowski, member of the Board of Directors of CZG, resigned from his
position as of 31 March 2021.

The General Meeting adopted decisions outside its meeting (decision per rollam) to
AYONXBLI &S5 (i K Sgisteredychflital ®yQaamon&ary contribution by up to CZK
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109,862 from the current amount of registered capital of CZK 3,263,800 to the total
amount of CZK 3,373,662.

In line with the adopted dividend policy to distribute one third of its consolidated net
profit for the year, the Company will propose a dividend payment of CZK 7.5 per share
from the consolidated net profit for 2020. The dividend proposal is subject to approval
of the General Meeting of Shareholders.

COVIEL9

Since 1 January 2020, there has been a spread of the new coronavirus, which causes
COVIB19, and it is expected to have a significant impact on the global economy. This
situation has caused considerable volatility in international financial markets. Folgow

the outbreak of this epidemic, governments around the world have begun to take swift
actions changing over time, including regulations on social distancing, mandatory
closures for a limited period of time, and restrictions on movement between countries
which have a very significant impact on various industries.

The Company carefully assesses the effect of the pandemic on all key stakeholders and
strives for adequate risk management, especially with regards to employees, the supply
chain and customersAfter initial substantial uncertainty during March and April 2020,
the situation has stabilized and the Company is achieving the results forecasted as
before the coronavirus expansion. However, the current COMDpandemic has a
significant impact on thglobal economy, and although the Company's current economic
performance in 2020 is not adversely affected by the coronavirus pandemic, it is not
possible to estimate all potential effects of the global economic downturn on the
Company.

After consideringall available information and measures taken up to the date of issue
of these financial statements, the Company has concluded that it has sufficient resources
to continue as a going concern in the foreseeable future.

There were no events after the balansbeet date, other than those listed in the notes
to financial statements, that would be significant to the fulfilment of the purpose of the
annual report.
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“THE REPORT BELOW REPRESENTS THE AUDITOR’S
REPORT THAT RELATES SOLELY AND EXCLUSIVELY TO
THE OFFICIAL ANNUAL REPORT PREPARED IN THE
XHTML FORMAT.“

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of
CZG - Ceska zbrojovka Group SE

Having its registered office at: Opletalova 1284/37, Nové Mésto, 110 00 Prague 1

Opinion on the Financial Statements and Consclidated Financial Statements

We have audited the accompanying financial statements of C2G - Ceskad zbrojovka Group SE (hereinafter also
the “Company”} prepared on the basis of accounting regulations applicable in the Czech Republic, which comprise
the balance sheet as of 31 December 2020, and the profit and loss account, statement of changes in equity and cash
flow statement for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information,

We have audited the accompanying consclidated financial statements of the CZG - {eska zbrojovka Group SE
consolidation group (hereinafter also the “Group”} prepared on the basis of International Financial Reporting Standards
as adopted by the EU, which comprise the consolidated balance sheet as of 31 December 2020, and the consolidated
profit and loss account, consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended, and notes to the Consolidated Financial Statements, including a summary of significant accounting policies
and other explanatary infermation.

In our opinion:

The accompanying financial statements give a true and fair view of the financial position of CZ6 - {eska zbrojovka Group
SE as of 31 Pecember 2020, and of its financial performance and its cash flows for the year then ended in accordance
with accounting regulations applicable in the Czech Republic.

The accompanying consolidated financial statements give a true and fair view of the consolidated financial position
of the CZG - Ceska zbrojovka Group SE consolidation group as of 31 December 2020, and of its consolidated financial
performance and its consclidated cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the EU.

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors and Auditing Standards of the Chamber of Auditors
ofthe Czech Republic, which are Internaticnal Standards on Auditing (ISAs), as amended by the related application
guidelines. Qur responsibilities under this law and regulation are further described in the Auditor's Responsibilities for
the Audit of the Financial Staternents and the Consolidated Financial Statements section of our report. We are
independent of the Company in accordance with the Act on Auditors and the Code of Ethics adopted by the Chamber
of Auditors of the Czech Republic and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Celaitte refers to one or more cf Deloitte Touche Tobnatsy - mited CDTTLT, [ts ghebal network of member firms, ard ther relaled encities, OTTL (glsa
referred (o as *Deloitee Slobal") and each of its mamber firms are lega ly separate and independart entities. DTTL does rot provide services ta clients.
Please see www.deloitie comiabaut ta learn more,
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Key Audit Matters

Key audit matters are those maiters that, in our professional judgment, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit
of the financial statements as a2 whole, and in forming our opinion thereon, and we do not provide a separate apinion

on these matters.

Key Audit Matter

How it was addressed

Revenue related to the sale of firearms

As of 31 December 2020, sales of firearms amounted to
CZK 6,695 million of the total revenue of CZK 6,820 million
{Note 5.1 to the consolidated financial statements).
These sales form the most significant part of sales
of products and sales of goods.

Revenue is one of the key indicators to assess
the Company’s performance. Revenue is accounted for
when the Company meets its contractual obligaticn to
the customer, e.g. the final supply is ready to be
dispatched to the customer taking into consideration
the terms of delivery. In most cases, the Company applies
the EXW (Ex Works) and FCA (Free Carrier) incoterms.
One of the key requirerments for revenue recognition is
an approved order between the Company and its
customer, In case of export, receipt of necessary export
permissions is important,

Based on the above, we consider meeting the conditions
for revenue recognition and accounting for revenue at
the turn of the reporting period to be a significant risk and
the key audit matter.

In addressing this key audit matter, we performed
substantive testing.

Substantive testing

We performed a detailed test using a statement
of completed supplies, independent of accounting
records, to select a sample of items for which we
reviewed their approved order, packing list or shipping
note, issued invoice and correctness of accounting.

We aiso performed  testing  focused on
the determination whether an invoice and the related
revenue were recognised in the correct reporting period
and whether revenue was not misstated by recognition
in an incarrect peried. We selected a sample of invoices
accounted for at the turn of the reporting period and
based on the underlying cocuments related to
the invoices, we assessed whether the revenue had been
recoghised in the correct reporting perfod.

We also applied a confirmation procedure to selected

related customers.

Emphasis of Matter

Woe draw attention to Note 2 to the financial statements which describes the fact that the comparative information in
the financial statements represents information from the opening balance sheet of CZG - Ceskd zbrojovka Group SE
prepared as of 2 January 2020 in the case of the balance sheet, and information from the profit and loss account and
cash flow statement for the period of 11 months from 1 February 2019 to 31 December 2019, For this reasen,
the information in the profit and loss account and in the cash flow statement is not fully comparable. Qur apinion is not
medified n respect of this matter.

Other Information in the Annual Report

In complignce with Section 2{b) of the Act on Auditors, the other information comprises the information included in
the Annual Report other than the financial statements, the consolidated financial statements and auditor’s report
thereon. The Board of Directors is responsible for the other information.

Our opinion on the financial statements and the conselidated financial statements does not cover the other information.
In connection with our audit of the financial statements and the consolidated financial statements, our respensibility is
to read the other information and, in doing so, consider whether the other information is materially inconsistent with
the financial staternents and the consolidated financial statements or our knowledge obtained in the audit
of the financial staterments and the consolidated financial statements ar otherwise appears to be materially misstated.
In addition, we assess whether the other information has been prepared, in all material respects, in accordance with
applicable law or regulation, in particular, whether the other information complies with law or regulation in terms
of formal requirements and procedure for preparing the other information in the context of materiality, i.e. whether
any non-compliance with these requirements could influence judgments made on the basis of the other information.
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Based on the procedures performed, to the extent we are able to assess it, wa report that:

» The other information describing the facts that are also presented in the financial statements and the consolidated
financial statements is, in all material respects, consistent with the financial statements and the consolidated
financial statements; and

» The other information is prepared in compliance with applicable law or regulation.

In addition, our responsibility is to report, based on the knowledge and understanding of the Company obtained in
the audit, on whether the other information contains any material misstatement of fact. Based on the procedures we
have performed on the other information obtained, we have not identified any material misstatement of fact.

Responsibilities of the Company’s Board of Directors and Supervisory Board for the Financial Statements and
the Consolidated Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of the financial statements and
the consolidated financial statements in accordance with accounting regulations applicabie in the Czech Republic
{the financial statements} and in accordance with International Financial Reporting Standards as adopted by the EU
(the conselidated financial statements) and for such internal control as the Board of Directors determines is necessary
to enable the preparation of financial statements and consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements and the consolidated financial statements, the Board of Directors is responsible
for assessing the Company’s ability to continue as a geing concern, disciosing, as applicable, matters related to going
concern and using the going concern hasis of accaunting unless the Board of Directors either intends to liguidate
the Company or to cease operations, or has no realistic alternative but to do so.

The Supervisory Board is responsible for averseeing the Company's financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements and the Consclidated Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements and the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not 8 guarantee that an audit
cenducted in accordance with 1SAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements and the consolidated
financial statements.

As part of an audit in accordance with the above law or regulation, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

+ [dentify and assess the risks of material misstatement of the financial statements and the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate te provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resufting from error, as fraud may invalve
collusion, fargery, intentional omissions, misrepresentations, or the override of internat control.

* Obtain an understanding of internal contral relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s/Group’s internal control.

s Evaluate the appropriateness of accounting palicies used and the reasonableness of accounting estimates and
related disclosures made by the Board of Directors.

o Conclude on the appropriateness of the Board of Directars” use of the going concern hasis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s/Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to tha related disclosures in the financial
statements and the consclidated financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company/Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements and the consalidated financial
statements, including the disclosures, and whether the financial statements and the consolidated financial
statements represent the underlying transactions and events in a manner that achieves fair presentation.

@ CZcroup | ANNUAL REPORT 2020



e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the tonsolidated financial statements. We are responsible for
the direction, supervision and performance of the Group audit. We remain solely responsible for gur audit opinion.

We communicate with the Board of Directors, the Supervisory Beard and the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence, and o communicate with it all relationships and other matters that may reasonably be thought
ta bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, the Supervisory Board and the Audit Committee, we
determine those matters that were of most significance in the audit of the financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Reguirements

In compliance with Article 10 {2) of Regulation (EU) Na. 537/2014 of the European Parliament and the Council, we
provide the following infermation in our independent auditor’s report, which is required in addition to the regurirements
of International Standards on Auditing:

Appointment of the Auditor and the Period of Engagement

We were appointed as the auditors of the Company by the General Meeting of Shareholders on 28 July 2020 and our
uninterrupted engagement has lasted for 7 vears.

Consistence with the Additional Report to the Audit Committee

We confirm that our audit opinion on the financial statements and the consolidated financial statements expressed
herein is consistent with the additional report to the Audit Committee of the Company, which we issued on 27 April 2021
in accordance with Article 11 of Regulation (EU) No. 537/2014 of the European Parliament and the Council.

Provision of Non-audit Services

We declare that no prohibited non-audit services referred to in Article 5 of Regulation (EU) No. 537/2014
of the European Parliament and the Council were provided. In addition, there are no other non-audit services which
were provided by us to the Company and its contrelled undertakings and which have not been disclosed in the financial
statemnents.

Report on Compliance with the ESEF Regulation

We have conducted a reasonable assurance engagement on the verification of compliance of the financial statements
and the consolidated financial statements included in the consalidated annual report with the provisions of Commission
Delegated Regulation (EU) 2019/815 on the European Single Reporting Format that apply to the financial statements
(the “ESEF Regulation™).

Responsibilities of the Board of Directors

The Company’s Board of Directors is responsible for the preparation of the financial statements and the consolidated
financial statements in compliance with the ESEF Regulation. Inter alia, the Company’s Board of Directors is responsible
for:

= The design, implementation and maintenance of the internal controls relevant for the application
of the requirements of the ESEF Regulation;

¢ The preparation of the financial statements and the consolidated financial statements included in the consolidated
annual report in the valid XHTML format; and

» The selection and use of XBRL mark-ups in line with the requirements of the ESEF Regulation.
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