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I LISTED SHARES



	Share type:						common share

	number of shares listed: 					13 200 000

	Nominal value of the share:				10 Estonian kroons

	Proportion of shares to be listed in total share capital:	100%

	Shares are registered in:					Estonian Central Depository of

Securities

	Date when listing in the main list of 

   Tallinn Stock Exchange will start:			05.08.1997

	Confidant:						Hansapank





II Common stock and shareholders





Obligations and rights derived from share ownership 



All shares have equal voting rights of one vote per share. All shares are freely transferable and have equal rights with respect to dividends. Allocation of net income for the financial year to reserves and other funds specified by law, as well as the size of dividends to shareholders are decided by the general meeting of shareholders annually according to the financial results of AS Norma. 



Every shareholder has the right to:

Get a share of the distributable net income of the enterprise, i.e. receive dividends according to the number of shares owned based on the decision of the general meeting; 

Participate on the general meetings of shareholders either in person or through authorised persons; 

Choose members of management as well as to be chosen as a member of management by the resolution of the general meeting; 

Receive from the executive board all the necessary information regarding issues discussed on the general meeting, incl. annual financial reports. The board may deny releasing information if it would significantly hinder the enterprise’s economic well-being or would release business secrets;

Subscribe to new shares in proportion with the participation in the share capital. Pre-emptive rights may be foreclosed by the resolution of the general meeting if it is approved by at least 2/3 of votes present on the meeting; 

In case of liquidation receive a part of shareholders’ equity according to the approved liquidation plan in proportion with the participation in the share capital in compliance with the existing legislation. 



According to the Estonian Income Tax Law an enterprise must withhold income tax of 26% on dividends paid to shareholders. The resident-shareholders have to declare received dividends as tax-exempt income. The capital income – difference between the sales income and purchase cost --  received from the sale of shares has to be declared by resident-shareholders and will be taxed at the rate of 26%. 





Documents available to the investor



AS Norma Articles have been attached to this listing prospectus. It is possible to obtain a copy of the company’s Articles and financial statements and auditors’ statements from AS Norma at Laki 14, Tallinn. It is possible to receive a copy of this prospectus from AS Hansapank, Hansabank Markets, at Liivalaia 8, Tallinn EE0001.





Share capital



AS Norma minimum share capital is 132 000 000 kroons, maximum share capital– 528 000 000 kroons. In between those limits the company can increase or decrease its share capital without changing the Articles by the resolution of the general meeting of shareholders. As of today, the registered share capital of AS Norma is 132 000 000 kroons, which is divided into 13 200 000 nominal shares with a nominal value of 10 Estonian kroons.



The share book of AS Norma is held by the Board of Directors. The share book and associated information is registered and kept with the Central Register of Securities of Estonia. The share book is kept in an electronical form with the Estonian  Central Depository of Securities. Shares are also registered with the Estonian Inspection of Securities. 





Changes in the share capital 



The nominal value of AS Norma’s share was changed from 100 Estonian kroons to 10 Estonian kroons on the general shareholders’ meeting of AS Norma held on 19.04.1996. The change was registered with the ruling of the city government of Tallinn with the form No. 1094-K  from 26.04.1996. No new shares have been issued within the past three years. The number of shares in AS Norma’s share capital increased from 1 320 000 shares to 13 200 000 shares; the share capital was unchanged, i.e. 132 000 000 million kroons.





Shareholders



As of 09.05.1997 the following AS Norma shareholders owned more than 1% of the aggregate number of shares. 



Shareholder�Number of shares owned�Holding %��Norma Grupp AS�8 174 982�61.9%��Merita Bank Ltd Clients’ Accounts�

646 000�

4.9%��Hüvitusfond Väärtpaberikonto�

638 158�

4.8%��Beta Global Emerging Markets�

298 000�

2.3%��Pictet & Cie�241 200�1.8%��Foreksi Väärtpaberite AS�206 565�1.6%��Eesti Maapank AS Pandikonto�

194 126�

1.5%��Skandinaviska Enskilda Banken Clients’ Accounts�

180 000�

1.4%��Hoiupanga Investeerimisfond�

164 000�

1.2%��Talinvesti Aktsiafond �151 150�1.1%��Balti Kasvufond Laenuarve�130 000�1.0%��Shareholders with less than 1% ownership�

2 175 819�

16.5%��Total number of shares�13 200 000�100%��

As of 09.05.1997 AS Norma had 2056 shareholders, among which the management of the enterprise owned directly 15 705 shares and indirectly – through the ownership in AS Norma Grupp, 5 599 863, i.e. 42.5%, in AS Norma. (The ownership of the shares in AS Norma Grupp by the management of AS Norma is shown in the table below.) The shares owned by the public, (i.e.  the shares not owned by the strategic party and members of the supervisory board or the board of management) numbered 5 009 313, or 38% of AS Norma’s share capital. AS Norma owned no treasury shares as of 09.05.1997.











The ownerships of AS Norma Grupp shares by the members of the supervisory board and the board of directors of AS Norma 

Shareholder�Holding %��Andres Järving�16.07%��Jüri Käo�16.01%��Indrek Vanaselja�15.79%��Enn Kunila�15.76%��Monica Pihlak�3.89%��Raimund Liiv�0.55%��Peep Siimon�0.46%��

�

III OVERVIEW OF THE OPERATIONS AND ORGANISATION OF AS NORMA 





General information



AS Norma is registered in the register of enterprises of the Republic of Estonia since 18.11.1994 with the register number of 01004365. AS Norma was registered in the business register on 17.07.1996 under code 10043950. 



AS Norma’s legal address and location is Laki 14, EE0006, Tallinn, the Republic of Estonia. The business year of AS Norma is the calendar year starting on January 1 and ending on December 31. AS Price Waterhouse has been the auditor of AS Norma since 1994. AS Price Waterhouse is located at Narva mnt. 9, Tallinn. The main banks of AS Norma are Tallinna Pank, located at Roosikrantsi 2, and Hansapank, located at Liivalaia 8. Legal advice has been given to AS Norma since 1997 by the attorney’s office Teder & Rask, located at Rävala pst. 8. 



The new reduction of the Articles of AS Norma was adopted by the annual general meeting on 09.05.1997. The Articles have been attached to this prospectus. The application to register the change in the Articles of AS Norma has been given to the business register. Official news of AS Norma are distributed mainly through BNS and Tallinna Stock Exchange. 



AS Norma belongs to the holding company AS Norma Grupp; the latter owns 61.9% of AS Norma shares. The main operating fields of AS Norma Grupp are investment management, administration of the holding company, and real estate management. In the end of 1996, net sales of AS Norma form 79.8% of the net sales of AS Norma Grupp.



The main fields of activities of AS Norma are:

- production, purchase/sale, and intermediation of safety systems and parts for cars, and rendering of services to facilitate the latter; 

- production, purchase/sale, and intermediation of consumer goods and technical goods used in manufacturing, and rendering of services to facilitate the latter; 

- treatment of metal, mechanics, galvanics (for services and ancillary production for main production), sale of heat energy; 

- engineering and designing in the fields of activities of the enterprise, as well as carrying out scientific research and consulting in the fields associated with the main activities of the enterprise. 



In addition to the above-mentioned activities, AS Norma has rights to operate in the following fields according to the Articles of the company: 

- real estate management;

- investment management, lending financed by shareholders’ equity;

- renting and leasing transport vehicles;

- whole- and retail sale (incl. export and import);

- offering transport services within borders of the Republic of Estonia;

- organising conferences, fairs, exhibitions, and exhibition sales.



AS Norma consists of a group of enterprises the overview of which is given in the subsection The structure of AS Norma. 



In the past AS Norma has consistently increased is sales by expanding into new markets. The following table gives an overview of the main economic indicators of the company. 

















In thousands of kroons�1994�1995�1996�I q 1997��Net sales�363 694�366 380�406 697�122 074��Operating profit�137 847�57 650�88 269�40 079��Net income�111 935�35 066�63 336�24 462��Total assets�303 952�338 398�348 615�350 870��Current assets�198 343�211 240�227 302�230 766��Current liabilities�33 037�51 201�99 634�68 331��Share capital�132 000�132 000�132 000�132 000��Shareholders’ equity�149 014�176 345�242 117�275 675��Number of employees (average)�

1725�

1549�

1123�

1 046��

History



The history of AS Norma goes back 100 years when on December 26, 1891 Paulus Michelson established a tinsmith’s workshop employing 4 people, where several metal-sheet operations were performed. In 1931 the enterprise was called Norma. Norma’s growth started in 1945 based on the merger of several artels of the days. 



Over the years the original assortment of goods expanded to include electromechanical and plastic toys, as well as electrical conductors and photo-impulse lamps. Large increase in production volume took place in 1973 when Norma launched the production of safety belts. At the present moment Norma is producing ca 2.2 million safety belts per year, which forms about 86% of total net sales of the company. 



In April 1991, the state-owned company Norma was reorganised into a ‘people’s company’ Norma. Although the new legal status was advanced for the time allowing the company more independence, its several disadvantages started to show with the development of economy and legislature, for instance the obscurity of ownership, collective management, uncertainty of international partners to undertake co-operation. 



According to the ruling of the government of the republic as of 13.07.1994 No. 257 the people’s enterprise ‘Norma’ was to be reorganised. On 8.11.1994 a stock-company AS Norma was founded. The limited company Norma Liikmete AS formed from the former employees of the company received according to the agreement 66% of the shares of AS Norma. 



The people’s enterprise ‘Norma’ was reorganised according to the ruling of the government of the republic as of 13.07.1994 No. 257. The ruling designed the division of assets in the company and gave the guidelines for the formation of the stock company AS Norma. On 8.11.1994 the charters of AS Norma were signed. According to the agreement Norma Liikmete AS – a stock company formed from the ex-employers of the people’s enterprise on 16.08.1994 -- received 66% of the shares of AS Norma. The remainder 34% stayed with the Republic of Estonia represented by the Ministry of Finances. The form of payment for the shares of AS Norma was done by Norma Liikmete AS with the shares  of the people’s enterprise ‘Norma’ and cash. The holding of the state in AS Norma was privatised by the Estonian Privatization Agency in a public offering in November for Privatization vouchers. Norma Liikmete AS changed its name to AS Norma Grupp according to the change of Articles from 23.05.1996. (The Supplements to the prospectus include ‘Excerpt on the change of the Articles of Norma Liikmete AS on the change of business name,’ ‘Registration certificate of transferring the shares of AS Norma into the business register,’ ‘Explanatory remarks on reorganisation of the people’s enterprise.‘)



Structure of AS Norma, AS Norma’s subsidiaries and holdings in other companies 



In the beginning of 1996, the main organisational changes to form a holding company from AS Norma were completed. Presently AS Norma has of 6 daughter and 2 affiliated companies. The changes made in the structure of AS Norma to conform it with the holding company reflected the application of market economy principles. Establishment of daughter companies allowed the enterprise to specialise its activities technologically thereby reducing business risks. The aggregate net sales of daughter companies in 1996 reached 88.8 million kroons from which 47.7 million kroons were intra-company sales.



In December 1996 economic activities were finished in AS Bavaria; liquidation procedures are completed. The main activities of AS Bavaria were catering of the employees of the company. 

 

The joint ownership company established in Russia in 1994 -- AS Norma-Start – is in the process of liquidation due to low efficiency and lack of prospects. This enterprise was substituted by AS Norma-Osvar formed in the same year which is closer to auto production by its production profile. 



The following table shows the structure of AS Norma, the field of activities, location, size of holding, share capital, net sales, net income, and the number of people employed by the mother, daughter and affiliated companies belonging to the structure as of 31.12.1996. 



.

Legal name and address of the enterprise�Field of operations�holding�share-capital

mil EEK�net sales

mil EEK�net income

th EEK�employees��mother company��������AS Norma, Laki 14, Tallinn�production of safety belts and other auto parts made of plastics and metal ��132.0�406.7��1070��daughter companies��������AS Metaprint

Pae 8, Tallinn�lithography of tin sheet, production of tin sheet products and toys �100%�12.91�30.1�-�72��Eksamo Automaatika AS,

Jahu 12, Tallinn�metalwork, production of machinery and equipment for AS Norma �100%�1.07�4.8�3.1�43��AS Tööriistavabrik,

Jahu 12, Tallinn�production of regular and precision dies, moulds �100%�8.05�15.3�340.3�104��AS Norma Maja,

Laki 14, Tallinn�real estate management �100%�16.9�23.5�2331.7�137��AS Norma-Osvar,

Zeleznodor 13, Vjazniki, Venemaa�production and sale of safety belts in Russia �75%�4.6�12.5�358.7�18��AS Balance Sport,

Laki 14, Tallinn�renting and offering services of sporting facilities �81%�0.4�0.7�-8.5�7��affiliated enterprises��������AS Anika Norma,

Nehru Place 96, Dehli, India�production of safety belts in India �50%�0.2�1.2�-182.5�8��ÜE Norsafe,

Kopli 40, Tallinn�production of multi-purpose lashing systems and slings for transport vehicles �50%�1.027�22.4 �7.2�29��







	Short overview of daughter and affiliated companies of AS Norma 



Daughter companies��AS Metaprint produces packaging, household consumer goods from lithometal sheets, and toys. A modern technology for the production of crown bottle caps. The main goal of AS Metaprint is to increase the market share in the Baltic markets. 

��Eksamo Automaatika AS was established on the basis of the automatisation department of Norma. In addition of unique machinery, Eksamo Automaatika AS produces various metal goods for the use in construction based on market demand. 

��AS Tööriistavabrik grew out of the tools department of AS Norma. The quality press-moulds and cutting instruments of the tools’ factory form the basis of AS Norma’s success. The implementation of modern technology – production of tools by programmed machines according to 3-dimension mathematical models, allow precise treatment of sophisticated surfaces.   

��AS Norma Maja manages real estate of AS Norma. The main goal of activities is to keep the real estate of AS Norma in optimal condition and increasing profitability through more efficient management of real estate. 

��AS Norma-Osvar started its activities in February 1997 and is supposed to produce safety belts for the Russian market in the future. Presently, the company serves the function of intermediary warehouse. The whole assembly of safety belts will not yet be transferred to Russia by the end of the year, however at least 20% of safety belts sold on the Russian market should be completed in this subsidiary located in Russia. The present production capacity in Russia is 10 000 safety belts per month.

��AS Balance Sport is managing the sporting facilities of AS Norma. The increase of the market demand for healthy activities and sporting services allow to expect payback of investments made. 

��Affiliated companies��AS Anika Norma was established for the production of safety belts designed by AS Norma for the Indian market. The growth in the company’s production volumes has been modest so far due to little experience with foreign partners as well as local markets. However, Indian car industry is growing fast and AS Norma has promised to pay more attention to this subsidiary in future. Present production volume there is 5000 safety belts per month.  

��ÜE Norsafe produces lashing equipment for transport vehicles from details made by AS Norma and other Scandinavian companies mostly for European wholesale chains. Sales up to now are below expectations. 

��



�Assets and liabilities



The company’s assets as of 01.06.1997 were:



Thousands of kroons���Material assets���Buildings�2 516 ��  Metal garage, Laki 14, 18 m2�35 ��  Industrial facility, Hobujaama  6/4, 1494 m2�4 ��  Administrative building 1, Kopli 40, 445 m2�1 440 ��  Administrative building 2, Kopli 40, 959 m2�1 029 ��  Storage for skis, Marjamägi, Pühajärve, 15 m2�7��  Basement of a building, Otepää, 25 m2�1��Machinery and equipment�122 305 ��Other inventory�1 135 ��Unfinished construction�5 617 ��Prepayments for material assets�2 516 ��Total material assets at acquisition cost�134 089 ��- Depreciation�-72 800 ��Total material assets, net depreciation�61 289 �����Immaterial assets�1 174 �����Long-term financial investments���Investments into subsidiaries �53 956 ��Investments into affiliated companies �1 998 ��Other investments into shares�41 ��Other long-term claims�6 426 ��Total long-term investments�62 421 ��

Total fixed assets�

124 884��

Most of the buildings, and land used I production of AS Norma are recorded in the balance sheet of AS Norma Maja. 



Buildings owned by AS Norma Maja �m2��

Laki 14���1. “A” building - canteen	 �6.644,6��2. Galvanisation plant	�6.342,6��3. Plastics plant	�4.854,7��4. Safety belt plant	�4.244,9��5. Repair-shop	�2.906,1��6. Metal processing plant	�5.191,3��7. Toy plant	�2.429,4��8. Storage for finished goods	�1.278,2��TOTAL 	�33.891,8��9.”B” building		�1.100,0��TOTAL Laki 14	�34.991,8��

Pae 8���1. Metaprint	�5.403,2��

Vana Kalamaja 34 - Jahu 12���1. Tööriistavabrik	�3.874,0��2. Eksamo Automaatika	�1.528,0��TOTAL	�5.402,0��Paldiski mnt. 247���Central storage	�3.788,0��



Land owned by AS Norma or its daughter or affiliated companies�m2�Notes��

AS Norma����Tallinn����Hobujaama 4	 �1.416�owned��Kopli 40	 �830�rented��Harjumaa����Harku v. Laabi village�22.900�rented��Pärnumaa����Varbla holiday home�3.000�rented��TOTAL:�28.154���incl. owned�1.416 ���rented

�26.738���AS NORMA MAJA����Laki 14�59.210�owned��Pae 9�4.168�owned��Laki 14A�1.669�rented��Paldiski mnt. 247�35.031�rented��Vana-Kalamaja 34�4.854�rented��TOTAL:�104.932���incl. owned�63.378���rented�41.554���

As of 01.06.1997 the company had short-term liabilities for 75.915 million kroons (incl. amounts owed to suppliers for 22.505 million kroons); long-term liabilities did not exist. 





Market position



AS Norma’s core product – safety belt, has lost its monopoly position on the CIS market. At the same time, the clients’ growing production volumes have guaranteed AS Norma’s success on traditional Eastern markets. The instability of foreign policies of Russia and the poor financial condition of Russian auto plants has forced AS Norma to look at alternative Western markets, although even the latter are exposed to economic cycles. In order to guarantee stability, AS Norma has increased investments into R&D, training, and marketing to establish strong relations with new clients. The main competitors in safety belt production are four international holding companies – Autoliv, TRW Repa, Allied Signal, and Takata. Market share of AS Norma in CIS states is estimated at 94%. The following tables describe AS Norma’s market position on world and CIS safety belt markets.



Market*�Number of cars produced�Number of safety belts produced��World market�51.1 mil�160 mil��     incl. Russian market �1.01 mil�3 mil��AS Norma’s market share in Russia ��2.8 mil��* Source AS Norma



Largest contracts

Contractor�Contract maturity*�Contract size��AUTOVAZ�1 year, negotiations underway to sign a 5-year contract �USD 25.7 mil��GAZ�1 year�DEM 6.9 mil��SAAB�1 year�-��* Cancellation of contracts before maturity is possible only due to  force majeur’.





The market for AS Metaprint’s tin sheet packaging and crown bottle caps is stabilising. The main purchasers for the latter are the Baltic chemical and food industry. Main competitors in the field are Italian and Scandinavian tin sheet factories.



The toys of AS Metaprint are at the moment neither competitive with the cheap Far-Eastern nor with high-quality Western counterparts. 





Structure of sales



The main production item of AS Norma is safety belt, which is produced in about 100 different types, all of them satisfying European standards. Safety belts make up about 86% of AS Norma’s total net sales. Sales and development department have made big efforts to find new markets and expand the scale of products. The success of those endeavours is to be seen in the nearest future. Safety belt production is the operation with the highest profit margin in AS Norma. 



The second most important operation field of AS Norma is the production of metal and plastic parts for subcontracting orders, mostly for auto industry. 10% of all subcontracting production is exported to Western countries. 



% of net sales�1994�1995�1996��safety belts�87.5�86.9�86.1��subcontracting�4.8�5.0�4.3��tin sheet products and crown bottle caps�

0.8�

3.1�

0.1��toys�4.5�1.2�0.7��other�2.3�3.8�8.8��



Exports formed 98% of net sales in 1996. 86% of production was exported to Russia, 10% to the West, the remainder were sold in Estonia, Latvia, and Lithuania. In the East, AS Norma’s largest clients were Russian auto plants such as AO AvtoVAZ in Togliatti and AO GAZ in Nižni-Novgorod. At the same time the sales to the West increased constantly reaching 40 million kroons by the end of 1996. Largest client in the West is SAAB AUTOMOBILE AB in Sweden to which 35 different auto parts are presently produced. Contracts with clients are signed annually. 



% of net sales�1995�1996��Russia�80.9�85.6��Estonia, Latvia, Lithuania�6.7�4.3��Poland��4.8��Sweden��2.1��other�12.4�3.2��



Licences, patents and trademarks 



One of the goals of the management of AS Norma is to identify the name of Norma in the eyes of the consumer with quality. Since autumn 1992, the company started developing a quality system meeting the international standard of 9000. Today about 65 different standards covering various procedures have been implemented. Norwegian certifying company Det Norske Veritas certified the quality system of AS Norma to be in accordance to the international ISO 9002 requirements in May 1997..

 

AS Norma has also made large investments into CAD/CAM technology development. 



In May 1997, AS Norma received the European E certificate on its children’s safety seat. AS Norma makes about 1000-3000 children’s safety seats per year mainly for the Baltic market. 

All safety belts of AS Norma have European certificates. 









As of 12.06.1997 AS Norma had received or had applied for the following patents: 



Patents held in Russia and Ukraine:



No�No of patent �priority�authors�company�name of the product��1.�SUP 981048�20.05.83�Teder

Merelaine�TK Norma�fastening equipment of the safety belt’s lock ��2.�SUP 1271777�03.10.83�L. Teder

T.Org

V. Lauri

A. Aas�TK Norma�fast operating lock for OR��3. �SUP 1283137�07.08.85�L. Teder

T.Org

L. Vainu�TK Norma�diagonal belt ��4.�SUP 1294666�11.04.85�L. Teder

L. Vainu

I. Aas�TK Norma�regulator��5.�SUP 1382694�03.09.86�Nikonov

M. Saks�TK Norma�retraction equipment (K1)��6.�SUP 1461661�13.02.87�Merelaine

A. Krõlov

L. Komin

A. Jõe

B. Tshahmanov�TK Norma�regulator for the upper fastening point ��7.�SUP 1482837�17.11.87�L. Teder

T.Org

V. Lauri

A. Aas�T:K Norma�regulator for the length of the belt��8.�SUP 1532377�28.03.88�L. Teder

T.Org

V. Lauri

A. Aas�TK Norma�safety belt��9.�UAP 4872�07.08.85�L. Teder

T.Org�TK Norma�diagonal belt��10.�UAP 4874�03.09.86�Nikonov

M. Saks�TK Norma�retraction equipment (K1)��11.�UAP 4876�28.03.88�Merelaine

V. Lauri

L. Vinu

A. Ots�TK Norma�safety belt��12.�UAP 4877�11.04.85�L. Teder

L. Vainu

I. Aas�TK Norma�regulator��13.�UAP 4911�03.10.83�L. Teder

T.Org

V. Lauri

A. Aas�TK Norma�fast operating lock for OR��14.�UAP 5995�17.11.87�L. Teder

T.Org�TK Norma�regulator for the length of the belt���

Applications for patents in Russia, for Europatent; applications given and received patents in Germany.



No/

country�No of application 

�Patent No/ 

priority�authors�company�name/class��1. DE�P4206944.0-23

05.03.92�P4206944

pr. 03.04.91 SU No. 4924751�L.Teder

A.Ots

L.Vainu�RaE

Norma�(E11)

A44B11/14��2 DE�P4329771.4-23

03.09.93�P4329771

pr. 07.09.92 SU

No. 5061648�L.Teder

A.Ots

L.Vainu�RaE

Norma�(E11)

A44B11/14

B60R 22/18; B60R 22/ 30��3 DE�P4429301.1

18.08.94�pr.18.08.94�L.Teder

�RaE

Norma�Gurtstrammer

(EP-2 dempferiga)

B60R 22/46

B60R 22/18;A62B 35/00 ��4 EP�94102751.8

24.02.94�P0669232

given

22.05.96�L.Teder

A.Ots

R.Vahtra

M.Raidaru�RaE

Norma�Gurtstrammer…..

(EP 2)

B60R 22/18

��5 RU�94020745/11

09.06.94�pr.09.06.94�L.Teder

R.Rusinov�AS Norma�Lock…

B60R 22/30

A44B 11/00��6 RU�95113301

15.08.95�pr.15.08.95

�L.Teder�AS Norma�(EP3-1)��7 RU� 95102144

13.02.95�

pr.24.02.94

EP No. 94102751.8�L.Teder

A.Ots

R.Vahtra

M.Raidaru�AS Norma�Gurtstrammer…..

(EP 2)

B60R 22/18

��8 RU�95120409

14.12.95�pr.14.12.95�L.Teder

M.Raidaru

V.Siimpoeg

A.Ots

L.Komin�AS

Norma�(EP3-2)��9 RU�96108849

16.05.96�pr.16.05.96�L.Teder�AS

Norma�Lock….

A44B 11/00��10RU�97101765/20

12.02.97�



pr.12.02.1997�L.Teder

P.Mili�nikov

A.Ots�AS

Norma�(PE1)��

Presently AS Norma has registered one trademark – the logo of AS Norma.



Suppliers



AS Norma is using mostly Russian (85%) and German (15%) steal, black and white tin sheet, Turkish (50%) and German (50%) synthetic belt and thread, Russian and West-European plastics. The proportion of Western origin raw materials is constantly increasing as the demands on the quality of final goods increase and the price advantage of Eastern origin raw materials disappears. Altogether the share of Western origin raw materials formed ca 47% in 1997, while the one from CIS countries was 40% and from Estonia 13%. Orders for raw materials are usually signed for a period of one year. 













Employees 



The average number of people employed by AS Norma was 1123 in 1996, out of which  868 were blue collar workers. The number of employees fell by 169 persons over the year or 15%. Thereby the share of employee expenses in operating expenses fell from 26%l to  21%. In 1995 AS Norma employed on average 1549 employees, in 1994 -- 1725.





Management structure



The management structure of AS Norma consists of three levels– general meeting, supervisory board and the board of directors. 





General meeting

The highest management body of the company is the shareholders’ general meeting. Regular general meeting takes place once a year within six months after the end of the business year of the company. Extraordinary shareholders’ meeting can be called if the legislature requires or need occurs. All shareholders who have been registered in the share register by 9.00 AM on the day of the general meeting have the right to participate in the general meeting; the decision power of the shareholders is represented in the form of voting. The resolution of the general meeting is adopted if at least one half of the votes represented on the general meeting vote for it, unless the legislature or the Articles of the company require higher representation. 





Supervisory board

The second level of the management of AS Norma is the supervisory board which was formed in 1996. The supervisory board represents the strategic interests of shareholders. The supervisory board plans the activities of the company, organises the management of the company and carries out the supervision of the board of directors. The approval of the supervisory board is necessary for transactions which go beyond the scope of daily operating activities, i.e. making transactions involving gaining of liquidating ownership in other enterprises or banks, establishing or liquidating subsidiaries, branches, or acquisition or sale of fixed assets beyond approved budget and investment budget. 



The supervisory board consists of six members who are chosen by the general meeting for a period of one year. As of 09.05.1997 AS Norma supervisory board had the following members: 



name�position�business or private address �education�jobs held during the past 3 years��shares or options owned on the emitent company �important business interests (10%)��Jüri Käo�chairman of the board�Laki 14, EE0006 Tallinn�higher�AS Norma Grupp, chairman of the board

AS Norma Grupp, managing director

AS Norma head director�since 28.05.1997

since 06.05.1996

till 05.05.1996�-�16.01% in AS Norma Grupp��Andres Järving�member of the board�Laki 14, EE0006 Tallinn�higher�AS Norma Grupp, deputy director

AS Norma financial director�since 06.05.1996

till 05.05.1996�-�16.07% in AS Norma Grupp��Rein Volt�member of the board�Endla 4, EE0001 Tallinn�higher�AS Tawest, auditor�since 02.01.1991�-�-��Enn Kunila�member of the board�Laki 14, EE0006 Tallinn�high�AS Norma Grupp, deputy director

AS Norma, purchasing director�since 06.05.1996

till 05.05.1996�-�15.76% in AS Norma Grupp��Raivo Erik�member of the board�Rävala 8, EE0001 Tallinn�higher�Eesti Forekspank, financial director�since 1994�-�-��Indrek Vanaselja�member of the board�Laki 14, EE0006 Tallinn�higher�AS Norma Grupp, deputy director

AS Norma, marketing director�since 06.05.1996

till 05.05.1996�-�15.79% in AS Norma Grupp��

The meetings of the Supervisory Board are held when necessary but not less frequently than twice every three months. The meetings are called by the chairman of the supervisory board or his substitute. The meeting of the supervisory board has a quorum if more than one-half of the members of the supervisory board participate. Resolutions of the supervisory board are adopted by a simple majority of votes. The supervisory board has the right to pass resolutions without calling a meeting if all of the members of the supervisory board agree. 



Board of directors

The third level of the management of AS Norma is  formed by the board of directors led by the chairman of the board. The board of directors is in charge of directing the strategical and short-term planning of the company, i.e. representing and managing AS Norma. The board of directors consists of six members and is elected by the supervisory board for a term of two years. As of 09.05.1997 the board of directors of AS Norma had the following members:



name�position�business or private address �education�jobs held during the past 3 years��shares or options owned on the emitent company �important business interests (10%)��Peep Aaviksoo�chairman of the board�Laki 14, EE0006, Tallinn�higher�AS Norma

managing director

RAS Eesti Loto

development-marketing director

AS Paraprint

managing director�since 06.05.1997



01.12.1993- 01.05.1996





09.03.1993- 30.11.1993�14 000�-��Peep Pihotalo�financial director�Laki 14, EE0006, Tallinn�higher�AS Norma

finance director

AS HTM Sport Eesti

chief accountant

RAS Salvo

deputy chief accountant �since 05.11.1996

01.08.1993- 04.11.1996

 

05.07.1993-

up to reorganisation�0�-��Peeter Tibbo�development director�Laki 14, EE0006, Tallinn�higher�AS Norma

development director

Saab Automobile AB

representative in Estonia 



�since 17.02.1997



18.12.1992-

14.02.1997�1500�-��Monica Pihlak�legal director�Laki 14, EE0006, Tallinn�higher�AS Norma 

legal advisor

head of investments 

legal advisor



AS Balance Club Eesti

vice-president�since 05.09.1994

since 01.03.1995

since

01.02.1996

11.02.1994-

04.09.1994�0�-��Ivar Aas�production director�Laki 14, EE0006, Tallinn�higher�AS Norma

quality director

production director�since 

17.05.1994

since

20.05.1996�0�-��Peep Siimon�marketing director�Laki 14, EE0006, Tallinn�higher�AS Norma



sales director



marketing director, 1. deputy of managing director �since 24.07.1989

since 01.10.1994

since

20.05.1996�0�-��



Management board

The members of the management board of AS Norma are shown in the following table: 



name�position�business or private address �education�shares or options owned on the emitent company ��Peep Aaviksoo�managing director �Laki 14, EE0006, Tallinn�higher�14 000��Peeter Tibbo�development director�Laki 14, EE0006, Tallinn�higher�1 500��Peep Siimon�marketing director, the first deputy of managing director �Laki 14, EE0006, Tallinn�higher�-��Ivar Aas�production director�Laki 14, EE0006, Tallinn�higher�-��Peep Pihotalo�financial director�Laki 14, EE0006, Tallinn�higher�-��Monica Pihlak�legal director�Laki 14, EE0006, Tallinn�higher�-��Raivo Harand�controller�Laki 14, EE0006, Tallinn�higher�-��Raivo Nüüd�purchasing director�Laki 14, EE0006, Tallinn�higher�-��Garri Krieger�quality director�Laki 14, EE0006, Tallinn�higher�205��Sven Aulik�marketing leader�Laki 14, EE0006, Tallinn�higher�-��Vaike Jakobson�personnel director�Laki 14, EE0006, Tallinn�higher�-��

The members of the supervisory board and the board of directors of AS Norma received 535 812 kroons as compensation for the work done in the supervisory board and the board of directors in 1996. The compensation for the management board for the work done in 1996 was 1 544 420 kroons.

Arbitrage and legal proceedings 



The board of directors is not aware of any potential arbitrage of legal proceeding that could affect significantly the economic activities of the company. As of 01.06.1997 AS Norma had started 12 litigations for the total sum of 4 095 849 kroons. Most of the litigations made are started in order to recollect debts from purchasers. As of 01.06.1997 AS Norma had been taken against 3 legal proceedings for the total sum of 6 714 197 kroons, one of them for the collection of fees due on the rental of tare -- 6 648 599 kroons, is being resolved presently. Realisation of the litigation is seen unlikely. (See ‘Comments of the board on the realisation of losses from the litigation with AO AvtoVAZ’) Other cases for the total sum of 65 598 kroons were lost. 





�IV AS NORMA FINANCIAL INFORMATION 





AS Norma balance sheet as of 31.12.1994, 31.12.1995, 31.12.1996, 31.03.1997 

� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\bilanss.xls" "" \a \p ���

* Shares and other securities include in 1997 short-term investments into the shares of Hansabank’s  Money Market Fund.

� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\bilanss1.xls" "" \a \p ���

�AS Norma annual income statement as of 31.12.1994, 31.12.1995, 31.12.1996, and quarterly income statement as of 31.03.1997 



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\kasum.xls" "" \a \p ���



�AS Norma cash flow statement for the year ending at 31.12.1995, 31.12.1996



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\voog.xls" "" \a \p ���



�Supplementary financial information



Consolidation principles



AS Norma’s financial statements are consolidated according to the equity method following the principles of the Estonian Accounting Law.



Key financial indicators



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\suhtarvud.xls" "" \a \p ���

annualised





Gross margin = Operating margin /Net sales;

Profit margin = Net income /Net sales;

Return of share holders’ equity = Net income /Shareholders’ equity (average for the period);

Return of assets = Net income /Total assets (average for the period);

Current ratio = Current assets /Current liabilities;

Quick ratio = Liquid assets /Current liabilities;

Inventory turnover = Operating income /Inventory.



The notes to the annual reports of AS Norma with the auditors’ report on the financial condition for the years 1994, 1995, and 1996 are given in the supplements to this prospectus. 





Description of financial condition in 1995-1996 

The main share of net income in 1995 and 1996 came from the increase in net sales. Net sales rose in . 1995 by 0.74% or 2.7 millions kroons, and in 1996 by 11.0% or by 40.3 million kroons. Due to better utilisation of production capacities, the company succeeded in raising profit margins from 15.6% in 1996 to 20.0% by the end of 1996. Growth margin growth is significantly affected by the reduction in inventories in materials and goods – 28% within 1996. The inventories for finished goods are considered to be optimal at the end of 1996. 



Relatively small annual turnover of inventories is explained by the non-compliance of payment schedules by clients from Eastern regions (debts are generally paid in 79 days). Trade receivables increased in 1996 by 32.2% while net sales rose only by 11%. Problem receivables are handled actively: by the end of 1996 the quick ratio had fallen to  1.75 as opposed to 2.70 at the end of 1995. The current ratio had improved over the same time period correspondingly from 2.28 to 4.13.



The specifics of AS Norma’s client base have resulted in a relatively high share of uncollectable accounts in all accounts, at the end of 1996 4.4% of net sales, and at the end of the first quarter of 6.2% of net sales. The average instalment period is 30 days, which is used by 90% of clients. Advance payments are almost non-existent. Hard work is done with clients to reduce uncollectable payments. 



Breakdown of payments due by markets and periods 16.07.1997 (in millions of kroons)

�Total�Over 90 days �Up to 90�Up to 60 �Up to 30 �Within contract maturity ��Eastern region�143.3�30.2�8.7�25.5�35.1�43.7��Western region�8.5�1.3�0.0�0.0�0.6�0.7��Baltic region�1.0�1.0�0.0�0.0�0.0�0.0��Estonian region*�14.1�9.2�0.4�0.8�0.6�3.1��Total�166.9�41.7�9.1�26.3�36.3�47.5�� incl. Allowances for uncollectable accounts�-23.7�������* The clients in the Estonian region are ca 100% AS Norma’s daughter and affiliated companies, who have been extended  revolving credit.



AS Norma has gradually reduced its dependence on loan financing. At the beginning of 1995 shareholders’ equity formed 52% of total assets, in the end of 1996 - 79%. Optimal capital structure is hoped to be reached by the end of 1997 when the loan from AS Norma Grupp will have been repaid. The ratio of shareholders’ equity to total assets should rise to 90%. It is not planned to increase the loan liabilities of AS Norma in 1997. 





Breakdown of the production price by cost items 



�1996�1995��raw materials�44%�47%��salaries and social taxes�21%�26%��rent�6%�-��amortisation�6%�8%��R&D�3%�2%��maintenance�3%�3%��energy�5%�2%��other�12%�12%��





Investment policies



Investments planned and investments done in the past three years 

Success in auto security systems is guaranteed only by the ownership of modern and patented technical solutions. Therefore the company’s strategy foresees increasing investments into product R&D; in some case purchasing of licenses is also considered. The investments in 1996 were mostly associated with the introduction of ISO 9002 standard, which was received in spring, 1997. The certificate obtained creates better opportunities for concluding subcontracting agreements with the Western auto industry. 



Real investments are usually aimed at securing the production capacities and continuance of production processes. A new online-program to communicate with SAAB has also been installed. The investments done in the past years and the ones planned for 1997 are described in the following table. 











Real investments (million kroons)�1994�1995�1996�1997 budget��Purchase of machinery and equipment �24.4�22.3�10.9�26.1��R&D�1.9�2.1�8.7�16.4��Info system development�2.6�3.5�0.9 �3.0��Other�2.3�1.7�0.6�0.2��Total�31.2�29.6�21.1�45.7��������Accumulated investments into subsidiaries and affiliated companies�

2.1�

5.6�

56.0�

-��

Largest real investments done in 1996 (in millions of kroons):	

galvanisation equipment�1.8��machinery for SAAB project �

0.9��eccentric presses�2.3��metal cutting presses�0.4��

Largest real investments done in 1995 were the following (in millions of kroons):

galvanisation equipment�11.2��crown cork equipment�4.4��eccentric presses�2.0��casting equipment for plastic �

1.8��

Future Developments 

Present AS Norma strategy is based on maintaining the present human, technological and financial resources while trying to succeed in new markets in order to reduce the large marketing risk of the enterprise. The investments made in the past couple of years as well as licences obtained and to be obtained allow Norma to participate in different international bids for contracts, and better succeed on the Western markets. The present production capacities allow the company to increase its production volumes by about 25% without making significant additional investments. Co-operation with SAAB factory belonging into General Motors’ holding company was started in 1994. Within this time period the list of auto parts made for General Motors has increased from five to 35; the sales volume with the latter has tripled in the past three years. This is supplemented by the annual General Motors’  quality award. A pre-contract for the delivery of 120 000 safety belts was signed with OPEL Astra plant to be opened in Poland in the beginning of 1997. Negotiations are presently taking place with FSO - Daewoo-Poland to start producing safety belts for Polonez’ and other newer models of Daewoo. Potential future clients are seen in European bus producers, as a safety belt requirement for tourist buses should be implemented soon in the European Union. In 1997 16.4 million kroons are budgeted for R&D.



The production price of AS Norma products has plenty of room for reduction via making the production process more efficient. It is possible to reduce the number of people employed, rent some space to cut the average square meter of floor space per employee. 



The condition of Russian auto industry has started stabilising in 1996. The new supply contract signed with AvtoVAZ in April, 1997, is - 20% larger than the previous contract. It embraces the production of more than 2 million safety belts. 



The first half-year net income of AS Norma was 59.4 million kroons and net sales 241.1 million kroons. The management plans an annual net income of  97.1 million kroons and net sales 486.8 million kroons for 1997. 













Debt liabilities as of 30.06.1997



Liabilities as of 30.06.1997

Liability�mil kroons��Prepayments of purchasers for goods �1.7��Amounts owed to suppliers�18.0��Off-budget expenses�1.3��Tax liabilities�2.2��Accruals�7.1��Debt liabilities�19.9��Total�50.2��

Loans as of 01.06.1997



Lender�Size of credit�Unused credit limit�Type of credit�Annual interest %�Maturity date�Collateral��AS Norma-Osvar�EEK 4.6 mil��unpaid share capital�basis interest rate of the Central bank of Russia ����AS Norma Grupp�EEK 15.3 mil�-�short-term loan�12.00%

(Hansabank’s basis interest rate)�31.12.97�AS Norma assets��

Leasing contracts

AS Norma is presently not connected with any leasing contracts.



Securities issued -- secured or unsecured, and swaps 

AS Norma is presently financing its operations neither by secured or unsecured securities nor by swaps. 



Off-balance sheet liabilities

AS Norma does not presently have off-balance sheet liabilities. 





�V MOTHER COMPANY AS Norma Grupp





Structure of AS Norma Grupp 



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\NG_STR96ingl.xls" "" \a \p ���





Members of the supervisory board and the board of directors of AS Norma Grupp, their participations in AS Norma Grupp



Members of the supervisory board 

1. Jüri Käo	chairman of the supervisory board	participation in AS Norma Grupp 16.01%

2. Gunnar Kraft	member of the supervisory board	participation in AS Norma Grupp           -

3. Vello Volt	member of the supervisory board	participation in AS Norma Grupp           -



Members of the board of directors 

1. Andres Järving     chairman of the board of directors     participation in AS Norma Grupp 16.07%

2. Enn Kunila	     member of the board of directors      participation in AS Norma Grupp 15.76%

3. Raimund Liiv	     member of the board of directors      participation in AS Norma Grupp   0.55%

4. Monica Pihlak	     member of the board of directors      participation in AS Norma Grupp   3.89%

5. Peep Siimon	     member of the board of directors      participation in AS Norma Grupp   0.46%

6. Indrek Vanaselja   member of the board of directors      participation in AS Norma Grupp 15.79%





Economic relations between AS Norma Grupp and AS Norma 



There are significant economic relations between AS Norma Grupp and AS Norma. The sales of AS Norma form about 79.8% of the net sales of  AS Norma Grupp. AS Norma Grupp is the largest shareholder of AS Norma with the ownership share of 61.9%.  In addition to the abovementioned facts, AS Norma Grupp has signed a loan contract with AS Norma. Interest expense on the loan is based on Hansabank’s basis interest rate, i.e. at the present moment 12% annually. The loan account of AS Norma as of 01.07.1997 was 15.285 million kroons. AS Norma has promised that the loan should be paid back by the end of the year. 





�Financial information on AS Norma Grupp 



   AS Norma Grupp balance sheet as of 31.12.1994, 31.12.1995, 31.12.1996 



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\bilansskons.xls" "" \a \p ���

� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\bilanss1kons.xls" "" \a \p ���











�AS Norma Grupp income statement for the year 31.12.1994, 31.12.1995, 31.12.1996 



� LINK Excel.Sheet.5 "\\\\FTSRV\\GATRY$\\EESTI\\NORMA\\fin (2)\\kasumkons.xls" "" \a \p ���



�VI RISK FACTORS



The present and potential shareholders of AS Norma have to consider several risks resulting form the general character of share investments and the developments of markets and the company. 





Economical-political risk



The foreign policies concerning economics of the Republic of Estonia and of the states to which the company is exporting its products could directly influence the company’s abilities to distribute its production. The value of the shares of AS Norma can be affected by inflation, changes in interest rates and foreign exchange rates, changes in the tax law, as well as many other economic, social, and political factors which do not fall under the company’s control. Presently, the largest politico-economical risk for AS Norma is the unfavourable export-import policy of Russia towards Estonia. Namely, Russia has established punitive export tariffs on goods imported to Russia. It is possible that the export terms could further worsen. This risk is reduced up to some extent by transferring part of production to Russia and India through subsidiaries of AS Norma-Osvar and AS Anika Norma. 





Market risk



As the greater majority (ca 86%) of the production of AS Norma is sold to Russia, and even then mostly to a single client -- AS AvtoVAZ, the net sales of AS Norma depend heavily on the counterparty risk. The production in AS AvtoVAZ has repeatedly been stopped and bankruptcy proceedings have been started. The company’s debt burden is about 2 billion USA dollars, out of which 25% are tax liabilities. Therefore, AS Norma is exposed to large liquidity risk as average payment periods are about 90 days. However, up to now the bankruptcy has been avoided fearing the social stress that could break out in the area – the company employs 114 000 people whereby it is the fifth largest employer in the country. It is also likely that AS AvtoVAZ could be restructured through a strategic ownership of a foreign auto concern, whereby AS Norma’s supplies could potentially be replaced by the present partners of the new strategic investor. 



Russian auto industry is also significantly affected by political and social problems. For instance, Russia has at the moment imposed customs tariffs on imported cars to protect the local car industry. Thereby, Russia is still guaranteeing AS Norma growth in orders. As AS Norma’s production is mainly oriented towards large clients, dropping of this protection policy or some of the orders would significantly affect financial results of AS Norma. 



The management and sales unit of AS Norma have identified the goal to diversify markets in the Western Europe, America, and India. They expect 5% net sales growth on new markets. 





Competition



When compared to the Western producers AS Norma can produce safety belts cheaper due to cheaper costs on labour and energy. In addition, the long-term economical relations with raw material suppliers allow the company to purchase cheaper raw materials from Russia and other CIS states. This, however, is connected with unstable deliveries in time and quality which forces the company to keep higher inventories than optimal as well as use current assets inefficiently. The inflation occurring in Russia and CIS states has annually increased the expenses related to raw materials. Raw material expenses have risen on average 15-20% annually. The trend is expected to continue into the future. This as well as the higher tariff on Estonian exports to Russia reduces the cost advantage of the safety belts produced in AS Norma. At the same time the investments made towards increasing the quality of products allow to secure competitiveness with alternative suppliers. 



The competition in safety belts in Russia is gradually rising. The world’s largest safety belt producers are making their first steps in Russia. The largest competitors on the Russian market today are TRW, Autoliv, Allied Signal. Present gross margins are high enough to beat the competing bids if necessary. So far, margins have not declined. Continuing growth in net sales might be able to balance the possible decline in margins. 





Company-specific risk 



As the company signs contracts for a period of one year at a time, the utility rate of capacity and price paid are open to counterparty risk. Partly such risk is covered by a credit line guarantee with Credit Lyonnaise on 14.5 million kroons. Planning of cash flows could be complicated by the incompliance of Russian enterprises to the payment schedules. In addition, due to the international nature of AS Norma’s business the company is exposed to notable foreign exchange risk. Namely a large share of payments to Russia are made in USA dollar.



Monthly sales could fluctuate about 20% due to unstable production volumes of Russian clients. At the same time the average sales volume has shown a healthy upward trend. In 1995, the whole Russian auto industry raised its production volumes by 4%, including AvtoVAZ – 11%, GAZ – 4.6%. In 1997, AvtoVAZ is planning to produce 716 000 cars. 



An additional risk for the operations of AS Norma could result from the ageing machinery of the company; th average age of the machinery and equipment is estimated at 5 years. 





Environmental risk



The production technology of AS Norma contains many electro-chemical glazes which could form residuals damaging to the environment. Solid wastage includes nickel, chrome, zinc, etc., which would be harmful for nature if exposed to ground. AS Norma is responsible that the waste products in the waste water do not exceed the regulatory limits. Fines will follow if the set limits are exceeded. Such fines could significantly affect the company’s financial results. More investments in water cleaning systems and counteracting wastes will follow if environmental regulations were made more strict





Investment risk



The price of shares can change according to demand and supply, which in their turn are affected by factors like the profitability of the company, competition, dividends paid, general economic climate in Estonia and abroad, the amount of transactions done with clients as well as the general market judgement of the quality of the company as an investment vehicle. Based on all of the above-mentioned factors the value of the shares can either increase of decrease. 





Liquidity risk



Although the listing o the company’s shares on Tallinn Stock Exchange will improve the tradability of the company’s shares, it is not guaranteed that trades of big blocks could be carried out with desired price at any time. �CONFIRMATION ON THE CORRECTNESS OF DATA IN THIS PROSPECTUS 



			



Herewith the undersigned will take a responsibility on the correctness and completeness of all data included in this listing prospectus. The undersigned confirms that he has taken all necessary steps to check for the correctness and completeness of the information in this prospectus as well as that the presented information does not miss either deliberately or liberately any information that would affect the understanding of the information presented in this prospectus. 





















                                                                                 Peep Aaviksoo

Chairman of the Board of Director

AS Norma

Laki 14, Tallinn EE0001

�VIII SUPPLEMENTS TO THE PROSPECTUS

	

�ARTICLES OF AS NORMA





�ANNUAL REPORT FOR THE YEAR 1996 WITH SUPPLEMENTS AND SUMMARY OF THE AUDITOR’S REPORT 





Summary of the auditor’s report 

Balance sheet of AS Norma for 1996 

Income statement of AS Norma for the period 01.01.1996 - 31.12.1996 

Supplements 1,2,3,4,5,6

Significant accounting principles, changes in accounting policies, inventory, shareholders’ equity, income tax, long-term liabilities 

Supplement 7 Long-term loans extended 

Supplement 8 Collaterals for loans 

Supplement 9 Shares and securities (current and fixed assets) 

Supplement 10 Receivables (losses in receivables ) 

Supplement 11 Net sales 

Supplement 12 Fixed assets 

Supplement 13 Real investments (in the past and budgeted) 

Supplement 14 Income from subsidiaries and affiliated companies consolidated by equity method in 1996

Supplement 15 Related party transactions 

Cash flow statement 

Operating activities of AS Norma in 1996 

Resolution on profit allocation 

<!DOCTYPE HTML PUBLIC "-//IETF//DTD HTML//EN">�Summary of the auditor’s report

To the shareholders of AS Norma 

We have audited the annual financial statements of AS Norma as of December 31, 1996 which have been presented on pages 1-16. These financial statements are the responsibility of the company’s management. Our responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with the Estonian Accounting Law. Those principles require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on test basis, evidence supporting the amounts and disclosures in the financial statements made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

We refer your attention to Supplement No. 10 on the part describing the liability to OAO GAZ. This is not a notice. 

In our opinion, the financial statements, prepared in accordance with the Estonian Accounting Law, give a true and fair view of the financial position of AS Norma as of December 31, 1996 and results of its operations for the year then ended. 







Urmas Kaarlep

AS Price Waterhouse

March 31, 1997
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�<!DOCTYPE HTML PUBLIC "-//IETF//DTD HTML//EN">SUPPLEMENT 1

Significant accounting principles

The annual financial statements have been prepared in accordance with the Estonian Accounting Law. 



SUPPLEMENT 2 

Changes in accounting policies

The income tax liability resulting from the difference of accounting rules for tax and accounting purposes was recognised on accrued basis in 1996 for a total sum of 8 355,7 thousand kroons.  Based on independent expert estimates the building at Kopli 40 was reassessed in 1996 and reassessment reserve was formed for a total sum 2 436,5 thousand kroons.



SUPPLEMENT 3

Inventory

Inventory is carried in the balance sheet at the lower of cost or market value. The valuation of assets follows the method of average acquisition cost. Materials that have become obsolete, exceed their realisation term, or are of inferior quality have been provisioned for the total sum of 1 935,4 thousand kroons. Materials no longer good for production or for resale have been provisioned for the total sum of 244,1 thousand kroons.



SUPPLEMENT 4

Shareholders’ equity

Common stock stands at 132,0 million kroons, and is divided into 13 200 000 shares with a nominal value of  �10 kroons per share. In 1996, AS Norma did not pay any dividends. Reserves in the total sum of 13,2 million kroons were formed from net income earned in1995. 



SUPPLEMENT 5

Income tax

Income tax for a total sum of 17 866,8 thousand kroons has been accounted for. The actual payments total 8 160,0 thousand kroons.



SUPPLEMENT 6

AS NORMA long-term liabilities

Loan from AS Norma Grupp to AS Norma was on 62 329,0 thousand kroons as of 31.12.1996. In 1997,  62 329,0 thousand kroons of this loan comes due.�Interests in the total sum of 14 072,1 thousand kroons were paid on this loan based on Hansapank’s basis interest rate: for the period 01.01.1996 - 21.08.1996 at 15,5 % in the total sum of 10 523,9 thousand kroons and for the period  22.08.1996 - 31.12.1996 at 14 % in the total sum of  3 548,1 thousand kroons. 
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�Operating activities of AS Norma 1996

In 1996 some important changes took place in the management and structure of AS Norma. According to the commercial code a new board of directors and new board of management were elected in the middle of the year. The changes made by the board of directors led to the formation of one-level management structure meeting the needs of AS Norma. 

The net sales of AS Norma in 1996 were 406,7 million kroons. Main fields of operation of the company in 1996 were the production of auto safety belts, other auto parts, toys, and subcontracting orders. The planned sales volumes were surpassed by 40,7 million kroons because of good market conditions had increased orders for safety belts in the second half of the year. 

Exports formed 98 % of total net sales. 86 % of the production of AS Norma was exported to Russia, 10 % to the West, and the remainder to Estonia and the Baltic region. The largest purchasers in the East are Russian auto plants AVTOVAZ and GAZ. The company’s sales to the West rose significantly, reaching 40,0 million kroons.
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By the beginning of 1996 the major restructuring plans to form a holding company had been completed, in the last business year six subsidiaries and two affiliated companies operated in the composition of AS Norma. The subsidiaries were formed in order to specialise technological activities and reduce business risks. The net sales of subsidiaries were 88,8 million kroons, including intra-holding company sales of 47,7 million kroons. Largest net sales were made by the following subsidiaries -- AS Metaprint -- 30,1 million kroons, AS Norma Maja -- 23,5 million kroons, AS Tööriistavabrik --15,3 million kroons and AS Norma-Osvar in Russia -- 12,5 million kroons. The consolidated net sales of AS Norma holding company were 446,0 million kroons. The net income of the holding company for the year was 63,3 million kroons which is 80 % more than a year before. 

The net income before taxes of AS Norma was 85,9 million kroons, which was by 26,5 million kroons larger than expected. The plans were surpassed because of higher sales volumes achieved. The company achieved also efficiencies on the administrative cost side. While the sales increased by 40,2 million kroons, the operating expenses increased only by 11,6 million kroons, including administrative cost decline by 1,6 million kroons. The fixed expenses associated with the running of production were reduced by 9,2 million kroons in 1996 by the means of optimising on the production capacities of production facilities. 

21,1 million kroons were used for real investments in order to secure production capacities and the continuation of production processes. This included 10,9 million kroons for the purchase of equipment and machinery, 8,7 million kroons for devices used in R&D, and 0,9 million kroons for the development of information systems.

The average number of employees�import  \d "Image7.gif"��

The average number of employees working with the company was 1123 in 1996, 868 of them were blue-collar workers. The number of employees declined by 169 persons or 15,0% over the year. Employee expenses and social taxes paid on salaries were 64,3 million kroons, whereby the share of employee associated expenses in operating expenses was 21 %.

The annual compensation of the members of the management of AS Norma was 175 812 kroons. The member of the management board received 284 076 kroons.
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Resolution on profit allocation

The net income of AS Norma in 1996 was 63 336 096 kroons whereby the retained earnings from previous years as of  31.12.1996 were 94 480 744 kroons.

It is proposed to pay from the retained earnings 13 200 000 kroons (thirteen million two hundred thousand kroons) as dividends to shareholders; this is 10 % of the common stock or 1 (one) kroon per share. 

The list of shareholders with rights on dividends to be fixed as of May 9 1996.at 9.00 AM. Payment of dividends to be taken place on May 30, 1996.  

 



  

�Notes to the annual report for AS Norma for the year 1996



Note 1:

To the Supplement 7

Largest individual borrowers 



Borrower�Purpose of loan�Maturity�Size of loan�Loan balance 01.07.1997�Interest rate��Laanemets, Agu�purchase of car�02.04.97-01.05.99�85000�77900�8��Tomson, Jüri�construction of house�30.08.94-01.10.99�120000�76000�12��Tääker, Juhan�renovation of house�04.03.97-01.04.00�80000�77320�13��Vaidlijaite, Inge�purchase of house�02.05.95-01.02.00�85000�50149�13

��Ots, Aidu�construction of house�31.08.95-01.09.00�100000�66600�13��Arunurm, Jüri�purchase of

apartment�02.07.96-01.08.99�80000�55470�13��Tamm, Väino�construction of house�02.12.96-01.12.01�170000�155830�13��Aas, Ivar�purchase of

apartment�17.05.95-01.09.00�300000�196420�13��Överus, Priit�purchase of

apartment�12.02.96-31.12.01�200000�160020�13��Jaansoo, Tarvo�purchase of car�07.04.97-01.05.00�70000�66100�13��Reinsalu, Juhan�construction of house�03.07.95-01.08.00�200000�168640�14��Nikitin, Sergei�purchase of

apartment�09.07.96-01.04.01�200000�186000�14��Krieger, Garri�construction of house�09.01.96-01.02.01�100000�70969�14��Tõniste, Peeter�construction of house�06.11.95-01.12.00�120000�81810�14��Arula, Ülo�purchase of

apartment�02.02.95-01.03.00�100000�46888�14��Pärn, Margus�purchase of

apartment�03.06.96-01.06.01�200000�180000�16��Talusaar, Rein�purchase of bus�30.06.96-30.05.98�260000�186738�20��Plum, Sirje�purchase of

apartment�06.02.97-01.03.02�70000�68834�15��



�Note 2:

To the Supplement 8

The correspondence of collaterals to loans described in Supplement 7 
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Note 3:

Other short-term  receivables (in thousands of kroons)

Short-term loans extended�3035.��Reporting entities�197 ��Other debtors�9424 ��Compensations�40 ��Total�12696 ��

Largest single item under ‘Other debtors’ is a receivable from Bank Julius Baer --  6 669 

thousand kroons. The sum represents the realisation value of the securities portfolio in the bank. The portfolio was liquidated as of 31.12.1996. The moneys were transferred in January. 







Note 4:

Other long-term investments (in thousands of kroons)

Loans to employees�5411 ��Construction loan from Hoiupank�2 ��Loans to legal entities�1273 ��Total�6686 ��





Note 5:

Payables to daughter- and mother company

AS Norma Grupp�62.3 �basis interest rate of Hansabank��AS Norma-Osvar�4.6 �basis interest rate of the Central Bank of Russia��AS Norma Maja�0.5 �business credit��AS Tööriistavabrik�2.8 �business credit��AS Bavaria�1.5 �business credit��Total�71.7 ���



Note 5:

Long-term appropriations



The balance sheet item long-term appropriations includes potential income tax in the sum of 6 864 541 kroons. 





Note 6:

To the Supplement 7



‘Long-term loans’ shown in Supplement 7 add up to 8 477 004 kroons. Here a classification error has occurred. In the balance sheet the sum divides between ‘Other long-term investments’ and ‘Other short-term receivables’ with respective sums of 6.7 million kroons and 1.7 million kroons.





Note 7:

To the Supplement 10



The receivables from GAZ were written off by 80%, or 24 million kroons, in 1996 from the original sum of. 30 million kroons. The remainder had been provisioned in previous years and is shown under the item ‘Provisions’ in the income statement as the sum of additional provisions.in 1995 and recoveries in 1996. 





Note 8:

To the Supplement 5



The income tax liability in the Supplement 5 shows income tax according to the rules of tax liability calculation and has to be paid. The balance sheet and income statement show in addition to this sum potential income tax liability. 





Note 9:

To the Supplement 10



‘Provisions’ in the total sum of – 18 113 thousand kroons, consist of 28 146 thousand kroons of ‘Additional provisions’ and 10 033 thousand kroons of ‘Recoveries’. 

Note 10:

Other income (in thousand of kroons)



Other sales income�4 766��Return transport expenses�1 531��Sales of machinery and equipment�72��Received fines for delay�106��Profit from foreign exchange�11 530��Total�18 005��



Note 11:

Other expenses (in thousands of kroons)

 

Fines paid�6��Membership fees�117��Foreign exchange spread�3 794��Other operating expenses�85��Other sales expenses�4 048��Liquidation of machinery and equipment �

552��Sale of machinery and equipment�

41��Liquidation of other investments�

3��Gifts�40��Sponsorship�815��Total�9 501��



Note 12:

Income tax liability in the future



According to the tax law of the Republic of AS Norma pays 26% income tax on its taxable income The company does not foresee a change in its accounting principles which could reduce tax liabilities in  future years. 





Note 13:

To the Supplement 15



Table is prepared in a cross-format, i.e. the sum of AS Norma’s purchases equals the sum of the sales of AS Norma’s daughter and affiliated enterprises, and the opposite. 





Note 14:

To the Supplement 9



The acquisition cost of the shares of AS Norma-Start is translated into Estonian kroon using the exchange rate from 14.03.1995.





Note 15:

To the Supplement 8



The loan to AS Rehaku of 1.5 million kroons is fully written off as an uncollectable loan (See Supplement 10). Therefore, the change in the market value of AS Rehaku’s temporary shares which are shown as a collateral in Supplement 8 does not affect the operations of the company. 

Note 16:

Receivables from daughter- and mother companies (in thousands of kroons)



��holding company accounts��Eksamo-Automatika  unpaid accounts�336�-��Balance-Sport*�50�143��Norma-Maja�6�-��Tööriistavabrik�24�-��Metaprint�8 089�896��Norma-Osvar**�4 834�-��Bavaria�-�345�� * A loan contract is being arranged on 112 thousand kroons of receivables from AS Balance-Sport.  

** 2 976 thousand kroons of expenses on  AS Norma-Osvar will most likely be off-set with the share capital injection to AS Norma-Osvar. 





Note 17:

Receivables from affiliated companies (in thousands of kroons)



2 947 thousand kroons under the item ‘Receivables from affiliated companies’ consist of unpaid accounts of AS Norsafe to AS Norma. 







�Annual report of AS Norma for the year 1995 with supplements and summary of the auditor’s report (not included)

Annual report of AS Norma for the year 1994 with supplements and summary of the auditor’s report (not included)

Annual report of AS Norma Grupp for the year 1996 with supplements and summary of the auditor’s report (not included)

Annual report of AS Norma Grupp for the year 1995 with supplements and summary of the auditor’s report (not included)

Annual report of AS Norma Grupp for the year 1994 with supplements and summary of the auditor’s report (not included)

Excerpt on the change of the Articles of Norma Liikmete AS on the change of business name (not included) 

Registration certificate of transferring the shares of AS Norma into the business register (not included) 

Resolution of the registration of AS Norma in the business register (not included) 

Comments of the board on the realisation of losses from the litigation with AO AvtoVAZ

�Explanatory remarks on reorganisation of the people’s enterprise ‘Norma’



According to the Articles of the people’s enterprise ‘Norma’ the highest representative of the company is the board of representatives (parallel to the general meeting of the stock company), which can make resolutions on the division of profits of the company, the assets owned by the peoples’ enterprise, reorganisation and liquidation of the operations of the company. 



The board of representatives of the people’s enterprise ‘Norma’ decided on its extraordinary meeting on 12.08.94:



Reorganise the people’s enterprise ‘Norma’ as a stock enterprise;



As the first step of reorganisation found a stock company Norma Liikmete AS 

according to the following principles:

a) All physical entities and employees of the people’s enterprise ‘Norma’ with permanent job contracts as of 01.01.1994 can subscribe to the shares of Norma Liikmete AS that is to be established. 

   b) All persons eligible to subscribe to the shares have equal rights on subscription. 



According to the division of assets between the state and the people’s enterprise, the assets owned by the people’s enterprise are transferred to the ownership of Norma Liikmete AS, which will make a non-cash payment into the share capital on the establishment of AS Norma.
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