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Message from the chairman of the supervisory board 
 
 
 
 
Dear investors and partners, 
 
The year 2009 was one of the most complicated one in the entire 18 years of history of Arco Vara AS, which is also 
reflected in the Group�s annual report. In spite of everything we managed to overcome the difficulties, and this is the most 
important thing. 
 
Looking back at the last year, and in spite of the recession, we can recall some favourable instances as well. The collapse 
of the myths created by the property boom has brought market participants back to the reality, has caused them to make 
more effort, and to search for new and efficient solutions. Property prices have indeed dropped, but at the same time the 
market has cleaned itself, and is becoming increasingly a business place for serious operators. This benefits both those 
who develop the living environment, as well as those who will be subsequently enjoying these fruits.  
 
The key issue is to use difficult times for learning, analysing and drawing conclusions. Arco Vara AS has done all this, and 
� compared with the same time last year � has become considerably stronger, wiser and more united. We have refinanced 
several major loans, disposed of holdings in companies, which were not completely under our control, have developed a 
future strategy, reorganised the management of the Group to match the current times, and have found new strong partners 
for competitive development projects.  
 
In spite of complicated times the Group has not abandoned charity. The Group supports the football club �Nõmme kalju�, 

the Russian Theatre, and the Estonian Academy of Arts, paying monthly scholarship to the best postgraduate majoring in 
architecture. 
 
Arco Vara AS is optimistic about the future and is prepared for new challenges. Recently we executed a co-operation 
contract with AS Merko Ehitus on developing the next stage of the Kodukolde residential area in Tallinn, we intend to start 
building of the Tivoli seaside residential complex in Kadriorg, and will complete in the nearest future the largest 
development project in the history of Arco Vara situated in Sofia, Bulgaria. We have confidence in ourselves, our partners 
and investors and we are doing everything in our power to ensure that the current financial year is considerably more 
successful for the Group than the previous one.  
  
 
 
Richard Tomingas 
Arco Vara AS 
Chairman of the supervisory board 
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Management Report 

GENERAL INFORMATION 
 
Arco Vara AS and other companies of its Group (hereinafter Group) are engaged in various aspects of the real estate 
development that can be divided into three business lines: Service, Development and Construction division.  
 
The performance of all divisions of the Group is subject to seasonal fluctuations. The transaction volumes of the Service 
Division are usually higher in autumn and spring than in summer and winter, while the turnover of the Construction Division 
and the investment volumes of the Development Division subside in the winter.  
 
The principal activity of the Service Division is real estate brokerage, valuation, management, consulting and short-term 
investment in residential real estate.  
 
The principal activity of the Development Division is developing integrated residential environments and commercial real 
estate. Fully developed housing solutions are sold to end-consumers. Commercial properties are developed until they start 
generating cash flow after which they are sold to a real estate fund or another developer. The Group holds some 
completed commercial properties that are yielding income from rent, but have not been sold yet as they have not been 
developed to their final potential. 
 
The principal activity of the Construction division is offering general and subcontracting service and carrying out 
environmental engineering works.  
 
At the end of 2009, Arco Vara AS Group comprised 26 subsidiaries (2008: 29), 8 joint ventures (2008: 17) and one 
associate (2008: 1). 
 
Group�s operations doesn�t result major negative environmental or social effect. 
 
Domestic markets of the Group are Estonia, Latvia and Bulgaria. 
 
Mission, objective and common values 
 
The mission of Arco Vara is to be a valued provider of comprehensive real estate solutions. 
 
The objective of Arco Vara is to become a symbol of real estate. 
 
Core values of Arco Vara: 
 
 Partnership � our client is our partner 

 Reliability � we are reliable, open and honest 

 Professionalism � we deliver quality 

 Respect � we respect our client�s personality 

 Responsibility � we keep our promises 
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Management and Supervisory Board Members of Arco Vara AS 
 
Manager Lembit Tampere  
Lembit Tampere graduated the Concordia International University in international business administration in 1997, and has 
studied further at the Lakeland College Wisconsins, USA.  
Lembit Tampere worked from 1997-2004 at the Union Bank of Estonia as Project Manager in the Corporate Finance 
Division. Starting from 2003, he was a Member of the Board in ECE Capital OÜ, and the Director of Corporative Banking at 

SBM Pank AS. Starting from 2008, Lembit Tampere is the Chairman of the Board of Arco Vara. 
 
Chairman of the Supervisory Board Richard Tomingas 
Richard Tomingas studied civil engineering at Tallinn Polytechnical Institute from 1987-1990, and graduated the Estonian 
Business School in business administration in 2005.  
Richard Tomingas is one of the major shareholders of Arco Vara and has worked for the company since 1992. From 1992 
to 1993 he was the Manager of the Arco Vara AS Kuressaare office. Since 1997, Richard Tomingas is a Member of the 
Supervisory Board of Arco Vara AS and since 2006, the Chair of the Supervisory Board of Arco Vara AS. 
 
Member of the Supervisory Board Hillar-Peeter Luitsalu 
Hillar-Peeter Luitsalu studied sports sciences at the Tallinn Pedagogical Institute from 1978-1979, and graduated the 
University of Tartu in law in 1995.  
Hillar-Peeter Luitsalu is one of the major shareholders of Arco Vara. From 1996 to 2005, he was a Member of the 
Supervisory Board of Arco Vara Kinnisvarabüroo, from 1999-2004, a Member of the Board of Arco Vara AS, and since 
2004, a Member of the Supervisory Board of Arco Vara AS. 
 
Member of the Supervisory Board Aare Tark 
Aare Tark has graduated the University  of Tartu in law in 1983.  
Since 1991, Aare Tark is the senior partner in the law office Tark&Co. In 1994, 1995 and 1998-2001, he was the Chairman 
of the Estonian Bar Association. Starting from 2003, Aare Tark is a Member of the Legal Ethics and Practice Committee  of 
the Estonian Bar Association. Since 2007, he is a Member of the Supervisory Board of Arco Vara AS. 
 
Member of the Supervisory Board Kalev Tanner 
Kalev Tanner has graduated the Tallinn University of Technology in 1984, the University of Vermont in 1990, and  the J. L. 
Kellog Graduate School of Management in MBA in 1994.  
From 1994�1998 Mr Tanner worked as investment banker in Goldman Sachs' branches in New York and London, from 
1998-2001 as Director General in AS Cresco and as a Member of the Supervisory Board in AS Tallinna Börs. Since 2003, 

he has served as a Senior Adviser of the private equity company BaltCap, and is the founder and CEO of OÜ Sparkling 

Group, company operating in luxury hotels and restaurants, and OÜ IG Partners, a venture capital and advisory services 
company.  Since 2007, Mr Tanner is the Chairman of the Supervisory Council of insurance company IIZI 
Kindlustusmaakler AS and since the same year, a Member of the Supervisory Board of Arco Vara AS. 
 
Member of the Supervisory Board Ragnar Meitern 
Ragnar Meitern has graduated the State University of New Jersey  in 1996.   
Since 1996, Mr Meitern has been working in the team of the Citygroup investment banking. From 1998-2000, he served as 
an investment  manager at the investment fund Stanton Capital Corporation, New York Starting from 2006, he has been 
working at the Citigroup investment bank in Dubai. Since 2008, he is a Member of the Supervisory Board of Arco Vara AS. 
 
 
STRUCTURE OF THE GROUP 
      
    Group�s ownership interest   

Company Domicile   31.12.2009 31.12.2008 

%          

Service segment        

  Subsidiaries        

  Arco Real Estate EOOD Bulgaria  100 100 

  Arco Real Estate AS Estonia  100 100 

  Arco Ukraina Valdused OÜ
1 Estonia  sold 75 

  Arco Vara Kinnisvarabüroo
1 Estonia  100 100 

  Adepto SIA1 Latvia  80 80 

  Arco Real Estate SIA1 Latvia  80 80 

  Arco Neruhomist TOV1 Ukraine  sold 75 
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Group�s ownership interest  

Company Domicile   31.12.2009 31.12.2008 

%          

Development segment        

  Subsidiaries        

  Arco Invest EOOD1 Bulgaria  100 100 

  Arco Facility Management EOOD1 Bulgaria  80 - 

  Arco Project  EOOD1 Bulgaria  100 100 

  Arco Bulgaaria OÜ
1 Estonia  100 100 

  Arco Investeeringute AS Estonia  100 100 

  Arco Vara Kinnistute AS1 Estonia  merged 100 

  Arco Vara Puukool OÜ
1 Estonia  sold 100 

  Arco Vara Riia Valdused OÜ
1 Estonia  100 100 

  Kerberon OÜ
1 Estonia  100 100 

  Kolde AS1 Estonia  100 100 

  Pärnu Turg OÜ
1 Estonia  100 100 

  Waldrop Investments OÜ
1 Estonia  100 100 

  Wilson Kinnisvara OÜ
1 Estonia  100 100 

  AD Saulkrasti SIA1 Latvia  63 63 

  Arco Development SIA1 Latvia  99.9 80 

  Ulmana Gatves Nami SIA1 Latvia  99.9 80 

  Arco Invest UAB1 Lithuania  100 100 

  Arco Development UAB1 Lithuania  100 100 

  Arco Capital SRL1 Romania  100 100 

  Arco Investments TOV Ukraine  75 75 

  Jointly controlled entities        

  Arco HCE OÜ
1 Estonia  50 50 

  Arco Vara Arenduse OÜ
1 Estonia  50 50 

  Arco Vara Saare Kinnistud OÜ
1 Estonia  50 50 

  Arco Ärikeskus OÜ
1 Estonia  sold 50 

  Chalwell OÜ
1 Estonia  merged 50 

  Koduküla OÜ
1 Estonia  50 50 

  Noland Grupp OÜ
1 Estonia  merged 50 

  Pärnu Elumaja OÜ Estonia  50 50 

  Redman Invest OÜ
1 Estonia  merged 50 

  Steadman OÜ
1 Estonia  merged 50 

  Tallinna Olümpiapurjespordikeskus AS1 Estonia  sold 50 

  Varamaad Kinnisvara OÜ
1 Estonia  33.4 33.4 

  Bi�umui�as Nami SIA
1 Latvia  49.83 40 

  Sporting Riga SIA1 Latvia  49.83 40 

  Associate        

  
Gilmor Grupp OÜ (in the process of 

liquidation)1 Estonia  closing 20 

  Jüri Arendus OÜ
1 Estonia  20 20 

Construction segment        

  Subsidiaries        

  Arco Ehitus OÜ Estonia  100 100 

 Arco Construction SIA1 Latvia  sold 55 

  Tempera Ehitus OÜ Estonia  bankrupted 55 
1  Shareholding through subsidiaries. 
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CHANGES IN THE GROUP STRUCTURE 
 
On January 16th 2009, Arco Investeeringute AS, a subsidiary of Arco Vara AS (shareholding of Arco Vara AS 100%) 
established the company Arco Facility Management EOOD, a subsidiary in Bulgaria that will provide complex property 
management services on the Bulgarian market. 
 
Floriston OÜ, a 50 % subsidiary of Arco Vara AS, has merged with its 100 % subsidiaries Chalwell OÜ, Noland Grupp OÜ, 

Redman Invest OÜ and Steadman OÜ. 
 
On 26.02.2009 OÜ Tempera Ehitus OÜ was declared bankrupt by a decision of the Harju County Court. Tempera Ehitus 

OÜ is not consolidated.  
 
On 15.04.2009, Arco Investeeringute AS, a 100 % subsidiary of Arco Vara AS merged its 100 % subsidiary Arco Vara 
Kinnistute AS. As a result of merger, Arco Vara Kinnistute AS dissolved and Arco Investeeringute AS became its legal 
successor. 
 
On 22.05.2009, Arco Investeeringute AS, a subsidiary of Arco Vara AS, increased its share capital in the joint company 
Bi�umui�a Nami SIA from 40% to 49.38%. The share capital was increased by non-monetary contribution. After the 
transaction, the 50.0% owner of Bi�umui�a Nami SIA is SIA Linstow Baltic, owner of 49.38 % shares is Arco 
Investeeringute AS, and owner of 0.62% shares is SIA Mazais Baltezers. As a result of the transaction SIA Mazais 
Baltezers has a termless option to buy from Arco Investeeringute AS a  9.38% share capital at nominal price.  
 
On 21.07.2009, Arco Investeeringute AS, a subsidiary of Arco Vara AS increased its share capital in the Latvian subsidiary 
Arco Development SIA  from 80 % to 99.99 %. The share capital was increased by non-monetary contribution. 

On 18.08.2009 the division of Arco Vara Puukool OÜ, a 100 % subsidiary of Arco Vara, by separation entered into force. 

This transaction separated the principal business of Arco Vara from its ancillary activities, i.e. property development from 
production of forestry plants. The newly separated entity, Arco Vara Ärikinnistute OÜ, being a 100 % subsidiary of Arco 

Vara AS was filed with the commercial registry. Arco Vara Ärikinnistute OÜ owns in the city of Tartu one-half of the 
property situated in Tartu at Turu 34a.   

On 18.09.2009, Arco Vara AS transferred its 100 % holding in Arco Vara Puukool OÜ (a 100% Arco Vara AS subsidiary), 

with a holding of 0.04 million kroons (0.003 million euros),  see also Note 7 and 35. 

On 21.10.2009, Arco Vara transferred 100% of its holdings in Tallinna Olümpiapurjespordikeskuse AS and Arco 

Ärikeskuse OÜ, which made up 50% of the holding or share capital of both companies, and 75% of its holding in Floriston 

Grupp OÜ, which made up 37.5% of the holding of the company. Arco Vara will maintain a 12.5% holding in Floriston 
Grupp OÜ. The holding was transferred to enterprises related to  Marcel Vichmann and Olav Miil.  

On 08.12.2009, Arco Vara AS transferred 75 % of its holding in Arco Ukraina Valduste OÜ with a net book value 0,15 
million kroons (0,009 million euros), see also Note 7 and 35. 

On 29.12.2009, Arco Ehitus OÜ, a subsidiary of Arco Vara AS, transferred 55% of its holding in Arco Construction SIA with 

a holding of 0.08 million kroons (0.005 million euros), see also Note 7 and 35. 

Changes in the Group structure after the balance sheet date: 
 

Arco Investeeringute AS, a 100% subsidiary of Arco Vara AS, transferred its holding in Arco Vara Saare Kinnistute OÜ (a 

50% associate of Arco Investeeringute AS) with a holding of 0.2 million kroons (0.01 million euros) in book value. The 
transaction is based on the strategic goal to exit from an activity where no full control and management is possible. Sale 
price was 6 million kroons (0.4 million euros).  
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Key Financials 
 

 Revenue and other income for the year totalled 541.6 million kroons (34.6 million euros), 21.5 % down year-over-

year. 

 Operating loss was 137.1 million kroons (8.8 million euros), 87.0 % down year-over-year. 

 Net loss was 324.4 million kroons (20.7 million euros), 72.0 % down year-over-year. 

 Equity ratio was 27.8 % (2008: 36.1 %) of the balance sheet total. ROE was negative (2008: negative). ROIC was 

negative (2008: negative). 

 In the construction division, new agreements in the amount of 171.0 million kroons (10.9 million euros)  were 

concluded, 2008: 299.0 million kroons (19 million euros).   

 Group�s order backlog in the construction business stood at 80 million kroons (5.1 million euros) against 185.0 

million kroons (11.8 million euros) last year. 

 During the year, 82 apartments and plots were sold under Arco Vara projects (2008: 98 apartments and plots).  

 
 

    EEK  EUR 

    2009 2008 2007 2006 2005 2004  2009 2008 2007 2006 2005 2004 

In millions                            
Revenue and other 
income   405 660 727 484 476 350  26 42 46 31 30 22 

Gross profit   -92 -351 185 135 118 109  -6 -22 12 9 8 7 

EBIT   -137 -1 050 103 260 154 130  -9 -67 7 17 10 8 

Profit before tax   -325 -1 151 250 227 121 109  -21 -74 16 15 8 7 

Profit for the year   -324 -1 160 236 217 116 107  -21 -74 15 14 7 7 

Gross margin, %   neg neg 25% 28% 25% 31%  neg neg 25% 28% 25% 31% 

Operating margin, %   neg neg 14% 54% 32% 37%  neg neg 14% 54% 32% 37% 

Net margin, %   neg neg 32% 45% 24% 30%  neg neg 32% 45% 24% 30% 
Net revaluation 
gains/losses   -110 -1 086 77 375 104 58  -7 -69 5 24 7 4 

Net loans   738 842 517 1 143 578 555  47 54 33 73 37 35 

Weighted average 
loan term (in years)   0.9 2.5 2.2 2.7 n/a n/a  0.9 2.5 2.2 2.7 n/a n/a 
Weighted average 
loan interest at the 
end of period (%)   5.3% 7.0% 6.7% 5.6% n/a n/a  5.3% 7.0% 6.7% 5.6% n/a n/a 

ROE, %   neg neg 14% 32% 27% n/a  neg neg 14% 32% 27% n/a 

ROA, %   neg neg 8% 12% 9% n/a  neg neg 8% 12% 9% n/a 

ROIC, %   neg neg 10% 16% 12% n/a  neg neg 10% 16% 12% n/a 

Quick Ratio   0.3  0.9 1.1 0.2 0.5 0.2  0.3 0.9 1.1 0.2 0.5 0.2 

Current Ratio   1.3  2.5 2.2 0.6 0.8 0.8  1.3 2.5 2.2 0.6 0.8 0.8 

EPS, in kroons   -3.4  -12.2 2.8 3.1 1.6 1.6  -0.2 -0.8 0.2 0.2 0.1 0,1 

Lowest share price, 
in kroons    0.9  2.4 20.5 n/a n/a n/a   0.1 0.2 1.3 n/a n/a n/a  
Highest share price, 
in kroons    5.9  23.2 38.8 n/a n/a n/a   0.4 1.5 2.5 n/a n/a n/a  

Number of staff   163 396 664 478 280 220  163 396 664 478 280 220 
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Comments by the CEO  
 
In 2009, 82 apartments or plots were sold under Group projects. In Latvia, 12 Bi�umui�a apartments and 11 residential 

plots in the project near the Mazais Baltezers lake. In Estonia, 44 Kodukolle apartments and 16 Merivälja plots were sold. 

In the Boulevard Residence Madrid project in Sofia, a 30-year rental agreement was concluded with the Austrian 
supermarket chain Billa, by which the supermarket will rent approx. 900 m2 of the ground floor sales space of the building. 
A long-term lease agreement was concluded with a financial intermediary company that will lease 4,700 m² office space.  
 
Despite of the difficult situation on capital markets and in the economies of countries, the strategy of Group�s development 

division is to finish the unfinished apartments in the Bi�umui�a-1 project in Riga, the apartments and business areas in the 
Boulevard Residence Madrid and Manastirski projects in Sofia and last phase of Kodukolde project in Tallinn, due to more 
favourable construction prices. In autumn, the construction of the Kodukolde 3rd stage and Merivälja projects in Tallinn was 

completed. The finished residential areas help to release invested equity and reduce the liabilities of the Group. In order to 
stay in competition and accelerate sales pace, we reduced plot and apartment prices in all Arco Vara projects in the first 
half-year. 
 
The restructuring of the service division has considerably reduced our administration costs, and the operating loss from 
ordinary operations of the quarter has reduced to 1.0 million kroons (0.063 million euros). Reduction of the number of 
employees has stopped and the staff makes up 47 % on year-over-year basis. Within the year, the division has sold most 
of its real estate objects acquired for short-term investments This has helped the division to manage by itself. The work 
organisation of some smaller offices outside the capital city was changed by giving up the classical office-based work 
organisation and applying the home office system by maintaining our full service selection at the same time. In other 
offices, more cost effective work organisation solutions are being implemented in cooperation with employees. The aim of 
the service division is to continue implementing the partially applied and in the current market situation justified work 
organisation also in foreign markets. This allows increasing service provision with limited means in these countries, with a 
future focus on Estonia, Latvia and Bulgaria.  
 
During the quarter, the construction division has concluded new contracts in the amount of 171 million (10.9 million euros). 
After the balance sheet date, Arco Ehitus OÜ has been announced as best tenderer either alone or in a consortium or as 
sub-contractor in tenders with a total value of 129.9 million kroons (8.3 million euros). 
 
In summary: The overall result of 2009 was most influenced by fair value adjustments and disposals of interest in three 
jointly controlled entities. The gross profit without revaluation was 49.7 million kroons (3.2 million euros). The net profit 
without revaluation of inventory, property investment,  financial assets, and goodwill, and without the loss of transfer of 
holdings and assets amounted to -58.7 million kroons (-3.7 million euros).  
 
The savings in fixed costs on the year-over-year basis has exceeded the original expectations of the management two 
times. The Group considers the relation between construction prices and sales perspective good enough to start the last 
stage of the Kodukolde (96 apartments) and Tivoli (approx. 150 apartments) developments. After the balance sheet date, a 
construction and construction financing agreement has been concluded with AS Merko Ehitus for the Kodukolde project. 
The company is carrying on negotiations with potential partners and banks in order to find a favourable financing structure 
for the Tivoli project in Tallinn. 
 
In order to improve liquidity, the Group has, on a current basis, sold smaller property investments and holdings in three 
joint ventures where the working capital was not under the full control of the Group. By selling the holdings, the company 
improved its liquidity position by 55 million kroons (3.5 million euros). Due to adapting the Arco Vara AS management 
structure to the reduced operations and cost saving policy, the number of Members of the Board was reduced to one. As 
manager of Arco Vara, Mr. Lembit Tampere continues his work. 
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REVENUE AND PROFIT 

  

EEK 

  

  EUR 

  
 

2009 2008 2009 2008 

In millions          

Revenue and other income           

Service  38.0 104.1 2.4 6.7 

Development  266.6 246.4 17.0 15.7 

Construction  277.2 416.8 17.7 26.6 

Eliminations  -40.3 -76.8 -2.6 -4.9 

Total revenue and other income  541.6 690.4 34.6 44.1 

           

Operating profit          

Service  -16.6 -47.9 -1.1 -3.1 

Development  -80.3 -985.1 -5.1 -63.0 

Construction  -10.1 6.3 -0.6 0.4 

Eliminations  -10.5 -2.6 -0.7 -0.2 

Unallocated expenses  -19.6 -20.4 -1.3 -1.2 

Total operating profit  -137.2 -1 049.7 -8.8 -67.1 

           

Interest income and expense  -32.8 5.1 -2.1 0.3 

Net other financial items  -155.3 -106.7 -9.9 -6.8 

Income tax expense  0.9 -8.8 0.1 -0.6 

Profit for the year  -324.4 -1 160.1 -20.7 -74.2 

 
The overall result of the year was most influenced by fair value adjustments. The net fair value adjustments totalled to -110 
million kroons (-7.0 million euros), which is 90% less than a year ago. As a single transaction, the loss was increased by 
transfer of holdings in three important jointly controlled entities. As a result of the transaction, a financial expense of 138.9 
million kroons (8.9 million euros) was recognised. See additional information in Notes 4, 18 and 20. 
 
Main cost cuttings have been made and striving towards reduced costs has become a routine practice in all of our 
business units: we are aiming at saving fixed costs additionally by 15.6 million kroons (1.0 million euros) on an annual 
basis. The main focus is now set on increasing the turnover, completing the Madrid project, and improving the liquidity 
through the sales of projects and stock-in-trade. The results of operations in 2010 are mostly influenced by completing the 
Madrid project where the sales of reservations will be recognised as turnover and according to the sales, the loan burden 
is reduced.  
 
The claim against AS Ühendatud Kapital with the new book value of 32.6 million kroons (2.1 million euros) was additionally 

written down. Construction division EBIT without assets and goodwill write down was 3.3 million kroons (0.3 million euros), 
i.e. 60% down year-over-year. The same indicator for th service division was -11.3 million kroons(0.7 million euros), i.e. 
down 69% year-over-year. For 2010, a positive operating profit is forecasted for both divisions. 
 
The biggest write up of the year was made in Latvia where the right of superficies under inventory was reclassified to 
investment property as in the near future, no development activities are planned and buyers for the development projects 
are searched for. It is a residential plot project with an area of 86 ha, located at the Mazais Baltezers lake near Riga. 
According to the detailed plan, a total of 189 plots for houses with a total gross enclosed area of 172,380 m2 can be built. 
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CASH FLOWS 

  

EEK 

  

  EUR 

  
 

2009 2008 2009 2008 

In millions          

Cash flows from operating activities  -26.6 -127.6 -1.7 -8.2 

Cash flows from investing activities  95.5 -62.6 6.1 -4.0 

Cash flows from financing activities  -170.4 -402.2 -10.9 -25.7 

Net cash flow  -101,5 -592,4 -6,5 -37,9 

           

Cash and cash equivalents at beginning of period  172.6 765.0 11.0 48.9 

Effect of exchange rate fluctuations  0.3 0.0 0.0 0.0 

Cash and cash equivalents at end of period  71.4 172.6 4.5 11.0 

 
 
In January 2009, 40 million kroons from the loan principals related to the Tivoli and Laeva projects were paid back to AS 
SEB Pank on an extraordinary basis, by releasing the Group from the obligation to keep liquid assets in an amount of 150 
million kroons (9.6 million euros) in AS SEB Pank. On an extraordinary basis, smaller loans and principal amounts have 
been paid back, too. In order to improve cash position, holdings in three joint ventures were sold, that generated positive 
net cash flow ca 55 million kroons (3.5 million euros)  by the end of the year. 
. 
 
We have extended and restructured a half of our  commercial papers in the amount of 26 million kroons (1.6 million euros), 
whereof approx. 8 million kroons (0.5 million euros) have been paid as a result of the sales of security assets.  
 
Major short-term liabilities during the next 12 months: 

 the Ahtri project loan of 94.3 million kroons (6.0 million euros),  

 �Tivoli� and �Laeva2� project loans in the total amount of 105.5 million kroons (6.7 million euros), 

 �Kodukolde� project loan in the amount of 46.0 million kroons (2.9 million euros), 

 The loan for the Bi�umui�a-1 (BM-1) development project in Riga in the amount of 48.2  million kroons (3.1 million 

euros), 

 Calculated principal returns from the sales of booked spaces in the �Boulevard Residance Madrid� project on 

Sofia as the house will be finished by the 1st half-year 2010 at the latest, in an amount of 120.7 million kroons (7.7 

million euros), 

 Commercial papers in the amount of 18 million kroons (1.2 million euros). 

On a current basis, loans have been redeemed in the �Kodukolde� and Merivälja 2 projects in Tallinn and the �Bi�umui�a-
1� in Riga as well as in cash flow projects. Most of the liabilities are in euros. 
 
 
SERVICE DIVISION 
 
Cost and business model optimisation has had good results but is still not sufficient for earning net profit on a current 
basis. By cash flow, the revenues and expenses of the division were in balance during the year and do not need any 
subsidy from parent company. By setting the cash position of the division as a priority, the division sold objects acquired 
for short-term investments.  Due to the market situation, the prices have sometimes been under the cost price. Division 
total EBIT was amounted to -16.6 million kroons (-1.1 million euros), whereof property and goodwill adjustments made up -
5.3 million kroons (-0.3 million euros). Optimisation of the cost structure and preparation of the business model and 
processes for the improvement of the market situation is going on in the division. 
 
The number of brokerage transactions of the Group for the year has decreased by 41 %, but the fall has stabilized 
recently. The number of valuation reports has decreased on year-over-year basis by 51%, but has demonstrated a slight 
increase starting from the 2nd quarter.  As at the end of the year the division employed 66 people ( 2008: 139 persons). 
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  2009 2008 change, % 

Number of brokered objects  986 1 674 -41 % 

Projects being sold, pcs.  151 282 -47 % 

Number of valuation reports  3 350 6 816 -51 % 

Number of appraisers*  34 38 -11 % 

Number of real estate brokers*  79 114 -31 % 

Average number of staff  66 139 -53 % 

* Includes authorisation agreements 

CONSTRUCTION DIVISION 
 
The construction division has won tenders of 
environmental and infrastructure engineering. The 
average volume of the tenders has decreased and the 
contractor is the state institutions or local 
governments.  During the year 2009, the construction 
division has concluded new contracts in the amount of 
171 million (10.9 million euros). After the balance 
sheet date, Arco Ehitus OÜ has been announced as 
best tenderer either alone or in a consortium or as 
sub-contractor in tenders with a total value of 129.9 
million kroons (8.3 million euros). 
 
The amount of revenue of the division totalled 274.7 
million kroons (17.6 million euros) in 2009, which is 
32.54% less than in 2008 (407.3 million kroons or 26 
million euros). The turnover decreased first of all due 
to the increase of the turnover in the Latvian subsidiary, which was caused by a steep fall in the Latvian construction 
market as well as by a decrease in internal turnover. The net loss of the division amounted to 17.9 million kroons (1.1 
million euros). The corresponding figure for 2008 was 2.3 million kroons (0.2 million euros). The results of the year were 
mostly influenced by fair value adjustments, the total adjustment amounted to 13.4 million kroons (0.9 million euros). 
Thereof, property investments were adjusted by 1.6 million kroons (0.1 million euros), property, plant and equipment was 
adjusted by 0.9 million kroons (0.06 million euros), and the goodwill adjustment was 10.9 million kroons (0.7 million euros). 
As at the end of the year the division employed 59 people ( 2008: 191 persons). On 29.12.2009, the holding in Arco 
Construction SIA was sold, as a result of which the number of employees in the Construction Division reduced by about 80 
persons.  
 
Biggest objects in 2009: 

Estonia 
Civil engineering  
1. construction of Helme 7a and 7b apartment houses 
2. reconstruction and extension of Rõuge kindergarten 
3. construction of six family houses and one hobby house for the Pärnu Children�s Home 
4. renovation of Tartu Hiie school 
5. designing and construction of the new part for the Aravete High School 
6.  reconstruction of Kõpu kindergarten-library 
Environmental engineering 
1. designing and construction works of the water and sewerage project in the Matsalu sub-basin part 1 and part 3 
2. reconstruction of water and sewerage constructions in the Emajõe-Võhandu sub-basin in the towns of Võru and 

Antsla. Parts 4, 5, 6, 10. 
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3. construction woks of sewage disposal devices in Türi parish  
4. reconstruction of water and sewerage systems in Aste village, Kaarma parish 
5. water management project of the Emajõe and Võhandu river basin; Emaje subproject, designing and construction 

works of water treatment plants part 2 
6. water management project of the Emajõe-Võhandu river basin, designing and construction of water and sewerage 

drains part 5 
7. reconstruction works of the sewage system of the town of Haapsalu 
8. designing and construction subcontracting in water and sewerage constructions in Eastern Saaremaa (Orissaare, 

Muhu, Pöide). parts: 1, 3, 4, 5 
9. designing and construction subcontracting in the water and sewerage system in Northern and Eastern Saaremaa 

(Mustjala village) 
10. reconstruction works of the Kiviõli sewerage network 
11. water management project of the Emajõe and Võhandu river basin; Emajõe subproject, designing and construction 

works of drinking water plants 
Latvia 
1. construction of the pedestrian tunnel for the Stockmann department house 
2. construction of five apartment houses in Bi�umui�a 
3. construction of the Lic Gotus shopping centre 

 
DEVELOPMENT DIVISION 
 
Within 12 months, 82 apartments or plots were sold 
under Arco Vara projects. Under the Boulevard 
Residence Madrid project in Sofia, a long-term rental 
agreement with the Austrian supermarket chain Billa was 
concluded for approx. 900 m2, and a long-term lease 
agreement with a financial intermediary company for 
4,700 m2 office space. Additionally, the trial on the 
establishment of the detailed plan of the Tivoli 
project was disposed and the Tallinn Administrative 
Court decision annulled. Based on the decision, the 
original detailed plan will remain into force without 
changes. 
 
The main risk factor for the development division is the 
refinancing of loans of plots in Estonia. We consider it to be sensible to finish the unfinished projects thanks to more 
favourable construction prices in order to satisfy the demand with ready to be sold stock as well as improve the security 
assets of loans. 
 
The most important goal is to finish the Madrid project in Sofia where the relevant development loans were extended after 
the balance sheet date. On a current basis, preparations are made for starting the construction works of the last stage in 
the Tallinn Kodukolde project and in the Tivoli project. After the balance sheet date, a subcontracting and financing 
contract was concluded with AS Merko Ehitus to build the last 96 apartments in Kodukolde project in Tallinn. The selection 
of partners for starting the 1st stage in the Tivoli project in Tallinn is ongoing. An increasing sales pace will cause a minimal 
stock-in-trade in the near future. In order to create turnover, building of new apartments is planned to be started.  
 
In order to manage the liquidity risk, the prices in current projects in the Baltic as well as in Sofia were decreased in the 
first half of 2009 in order to improve sales. Also, holdings in three important jointly controlled entities were sold. For some 
employees, salaries and working times have been optimized. As of 31 December 2009, the division employed 23 people  
(2008: 44 persons).  
 
Additional information on projects is available at www.arcorealestate.com/arendus   
 
SUMMARY TABLE OF MAJOR PROJECTS 
 
Type Name Location Holding Building rights according to 

business plan Current state Classification in the 
balance sheet 

Commercial Ahtri 3 Estonia, 
Tallinn 50 % approx. 44.500m2 

The old plan and building 
permit are in effect. 
Establishing the detailed plan 
for increasing the building 
rights is in the end phase. In 
the new plan, above-ground 
building rights are 51.100 m2 

Investment property 

Commercial Laeva 2 Estonia, 
Tallinn 100 % 7.776 m2 

Detailed plan approved. 
Building permit for the building 
part acquired. Negotiations 
with potential tenants. 

Investment property 

Commercial Paldiski 80 Estonia, 
Tallinn 100 % 24.000 m2 Detailed plan established. Investment property  

Type Name Location Holding Building rights according to 
business plan Current state Classification in the 

balance sheet 
Cash flow Enerpoint Estonia, 

Kuressaare 100 % 3.326 m2 Building rights in place. 
Generates cash flow. Investment property  

http://www.arcorealestate.com/arendus
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Cash flow Kaarli 2 Estonia, 
Tallinn 33 % Plot 4.791 m2 

Café with a total area of 242 

m2 and the parking area are 
producing cash flow. 

Investment property  

Cash flow Kerberon Estonia, 
Tallinn 100 % 15.750 m2 

Building rights in place, 
building rights.. Generates 
cash flow. 

Investment property  

Cash flow Pärnu turg Estonia, 
Pärnu 100 % 2.529 m2 Building rights in place. 

Generates cash flow. Investment property  

Cash flow Raekoja 10 Estonia, 
Kuressaare 50 % 1.493 m2 Generates cash flow. Investment property  

Cash flow Rüütli Str. 16 

/ 18 
Estonia, 
Tallinn 50 % 980 m2 Building rights in place. 

Generates cash flow. Investment property  

Type Name Location Holding Building rights according to 
business plan Current state Classification in the 

balance sheet 

Apartments Bi�umui�a 1 Latvia, Riia 100 % Unsold/unreserved building rights 
17.825 m2 

Sales of the apartments in 
progress. In 2010, the 
completion of the second-
phase apartments will be 
started. 

Inventories 

Apartments Bi�umui�a 2 Latvia, Riia 49,4 % 87.770 m2 Designing has been 
postponed. Inventories 

Apartments Hills Lithuania, 
Vilnius 100 % 6.500 m2 Building rights acquired. 

Project is on sale. Inventories 

Apartments Kolde Estonia, 
Tallinn 100 % Unsold building rights 12.504 m2. 

Right of superficies, building 
rights acquired. Apartments 
are on sale. Designing of the 
two last stages ongoing. 

Inventories 

Apartments Madrid Bulgaria, 
Sofia 100 % Unsold/unreserved building rights 

12.150 m2 
Building rights. Construction 
and sale of apartments are 
under way. 

Inventories 

Apartments Manastirski Bulgaria, 
Sofia 100 % Unsold/unreserved building rights 

23.593 m2 
Building rights. Construction 
and sale of apartments are 
under way. 

Inventories 

Apartments Tivoli Estonia, 
Tallinn 100 % 58.470 m2 Detailed plan established. Inventories 

Plots Baltezers-2 Latvia, Riia 100 % Plots for one-family dwellings 
All plots sold. Sales of one plot 
is reflected in the turnover of 
January 2010. 

Investment property  

Plots Baltezers-3 Latvia, Riia 100 % 172.380 m2, total land 861.900 m2 
Rights of superficies. 189 
plots. 1st stage of infrastructure 
in preparation(1st stage 
includes 3 plots). 

Investment property  

Plots Baltezers-5 Latvia, Riia 100 % 41 plots unsold 
Building rights acquired. 
Construction finished, sales 
ongoing. 

Inventories 

Plots Merivälja 2 Estonia, 
Merivälja 100 % Unsold/unbooked 41.451 m2, 35 

plots 
Construction of roads and 
utility lines finished, sales of 
plots ongoing. 

Inventories 

Plots Pärtli Estonia, 
Saue 50 % 84 plots, average plot 1.500 m2 

No building rights. Adoption of 
a detail plan suspended until 
improvement in market 
situation. 

Investment property  

Plots Tooma Estonia, 
Saue 50 % 107 plots, average plot 1.802 m2 

No building rights. Adoption of 
a detail plan suspended until 
improvement in market 
situation. 

Inventories 

Plots Vahi Estonia, 
Vääna 100 % 21 plots, average plot 3.363 m2 

Building rights and building 
design in place, suspended 
until improvement in market 
situation. 

Inventories 

Note: The development and success of the Group�s development projects depend largely on external factors. Their 
success is the adoption of plans and the issuance of building permits by the local government and the planning authorities. 
The information presented in the tables, such as building rights according to business plan, current state, project type and 
classification of the project in the balance sheet, has been recorded based on management�s intentions and best judgment 

and may change in line with changes in the planning process. Expectations of the projects� realisation may also change 
over time according to changes in the market and in competition. Management estimates the value of the project portfolio 
on an ongoing basis and is prepared to sell any project or part of a project at any time, depending on the results of the 
cost-benefit analysis. 
 
The projects presented in the summary table account for the following portions of the Group�s assets:  

Balance 
Sheet Item 

EEK EUR 
Balance 

sheet item at 

31.12.2009 

Book values of 
projects 

presented in the 
summary table at 

31.12.2009. 

Balance sheet 
item at 

31.12.2009 

Book values of 
projects presented 

in the summary 
table at 

31.12.2009. 

In millions       

Total assets 1 379.2 1 063.8 88.1 68.0 

Inventories 776.6 749.2 49.6 47.9 

Investment 
property 329.0 314.6 21.0 20.1 
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Property, 
plant and 
equipment 10.5 0.0 0.7 0.0 

 
SIGNIFICANT CHANGES IN DETAIL PLANS IN 2009: 
 
Tivoli:  a detailed plan was established by the Tallinn City Council on 17 April 2008. The building rights set out by the 
detailed plan were as follows: the gross enclosed area of up to five-storey apartment houses is 51.400 m2, the area of  
business areas 7,000 m2, additionally, the detailed plan provides for up to 780 (21,150 m2) underground parking places.  
 
A resident of the neighbouring residential district contested the detailed plan in court and the court of first instance has 
annulled the decision of establishing the detailed plan. The City of Tallinn and Arco Investeeringute AS as interested party 
appealed the decision. The session of the court of second instance was held at the end of October 2009 and resulted in 
disposal of the trial and annulment of the Tallinn Administrative Court decision. Based on the decision, the original detailed 
plan will remain into force without changes.  
 
Ahtri: The property has a valid detailed plan and building rights. Due to a new architectural solution and a change in the 
intended purpose, an application was submitted on 21 August 2008 to the Tallinn City Planning Department for initiating 
drafting of a new detailed plan. A new detailed plan was initiated on 7 May 2008 and it provides for ground based building 
rights 51,110 m2 gross enclosed area. The detailed plan was adopted on 16 September 2009. The detailed plan was 
displayed to public from 21.10-04.112009 during which one remark was submitted by AS Tallinna Sadam. AS Tallinna 
Sadam wants to achieve an agreement on the fee for the use of a street land property with a size of 600 m2 that has been 
established in the valid detailed plan. Negotiations will be started at the beginning of 2010. As long as there is no new 
detailed plan, the building rights of the previous plan are in force.  
 
PM80:  The detailed plan was adopted at a session of Tallinn City Administration on 13 May 2009. After the adoption, the 
detailed plan was displayed to public from 2 June to 16 June, during which no objections or suggestions were received. 
The detailed plan was adopted by the Harju county governor and was established by the Tallinn City Council on 26 
November 2009.  The valid detailed plan changed the effective Tallinn comprehensive plan with regard to storeys. 
 
 
STAFF 
 
The Group considers professional and committed employees as the biggest value and a clear intention of the Group 
management in 2010 is to contribute into the development of employees and work environment more than in the previous 
year.  
 
The Group employed 163 people at the end of 2009, while in 2008 the number of employees was 396 persons. Payroll 
including associated taxes totalled 73.9 million kroons (4.7 million euros) against 129.3 million kroons (8.3 million euros) in 
2008. Payroll, including taxes has decreased 42.9  % on annual basis.  
 
The remuneration of the Group�s management board for the 12 month of 2009, including associated taxes, totalled 5.3 

million kroons (0.3 million euros). In 2008, the same indicator amounted to 21.9 million kroons (1.4 million euros).  
 
The remuneration paid to members of the supervisory board, including the associated taxes amounted to 0.6 million 
kroons (0.04 million euros). The corresponding figure for 2008 was 0.6 million kroons (0.04 million euros). 
 
Starting from 5 September 2009, the Group has one board member � Mr. Lembit Tampere. 
 
As at 31.12.2009 the distribution of the employees by regions and areas of activity was as follows: 
 

2009    Estonia   Latvia Ukraine Bulgaria TOTAL 

Service 39 15 0 12 66 

Development 11 4 0 8 23 

Construction 59 0 0 0 59 

General management 15  0 0 0 15 

TOTAL 124 19 0 20 163 

2008    Estonia   Latvia Ukraine Bulgaria TOTAL 

Service 58 35 29 17 139 

Development 27 7 0 10 44 

Construction 63 128 0 0 191 

General management 22  0 0 0 22 

TOTAL 170 170 29 27 396 

 
The year 2009 continued to be tense on the whole European real estate market and therefore, the volumes of real estate 
transactions were not increased compared to previous years. As a result of this, the number of employees in all 
subsidiaries of the Group decreased considerably due to smaller workload. As a result of centralising the internal services 
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of the company and streamlining the management structures, a high-quality service has been ensured with smaller 
workforce in all activity fields of the Group.  
 
On 08.12.2009, the holding in Arco Ukraina Valduste OÜ and on 29.12.2009, the holding in Arco Construction SIA was 

sold, as a result of which the number of employees in the Service Division was reduced by about 29 persons and in the 
Construction Division by about 80 persons. 
 
58  % of all employees of the Group have higher education or higher education with additional post-graduate training. This 
proves the high professionalism, broad conception of the world and ability to develop. 28 % of Group's employees have 
vocational education according to their position. 

 
34 % of employees have worked in the Group for 1 � 3 years and 32 % of employees 3�6 years, thereby 7 % of 
employees have a job experience under 1 year. 93 % of Group's employees have worked with the Group over 1 year, thus 
mostly started working with the Group before the start of the global economic downturn and real estate crisis. This is a 
proof of employees' loyalty, commitment and belief in the Group's sustainable development. 
 
 

 
Starting from 2008, an employee motivation system has been developed in the Group and was unconditionally 
implemented in 2009. The Group management contributed into the development of team relations and into integration of 
employees of the different structural units of the Group. In 2009, the traditions of national information days, summer days 
and Christmas party continued, also the best employees of the Group in 2009 were elected.   
 
Although in 2009, the Group mostly organised for employees essential trainings required for the immediate fulfilment of 
work tasks, considerably more is planned to be contributed in 2010 into a broad-based development of sales skills of 
employees in the Service Division.  
 
Starting from 2008, the Group Sports Club consisting of employees of the Group is operating. The purpose of the sports 
club is to create preconditions and possibilities for doing collective sports and contribute into physical strengthening of 
employees. In 2009, members of the sports club participated in numerous summer and winter sports competitions and 
have concluded cooperation agreements with various sports clubs for doing indoor sports. The Group management has 
supported regular health checkups of employees and concluded relevant cooperation agreements with medical institutions, 
also possibilities have been created for vaccinating employees against viral infections.  
 
In 2010, the Group plans cooperation with Estonian Unemployment Insurance Fund in order to provide job practice for job 
seekers.  
 
CHARITY AND SOCIAL RESPONSIBILITY 
 
In spite of complicated times the Group has not abandoned charity. The Group supports the �Nõmme kalju� football club, 

the Russian Theatre, and the Estonian Academy of Arts. Furthermore, the company participates in a number of social 
projects, including co-operation with the Labour Market Board. Through this co-operation the Group has provided broker 



Arco Vara AS  Annual report  2009 ( Translation of the Estonian Original ) 

 

  Page 17

training as well as work and practical training opportunities to several people who have lost their jobs, thus contributing 
directly into reduction of unemployment in the country. 
 
Through charity the Group has also assumed certain social responsibilities for influencing processes occurring in the 
society. By supporting the �Nõmme kalju� football team the Group not only promotes the development of Estonian sport, 

but also fosters purposeful leisure activities of youth, thus reducing the risk of going astray. 
 
By sponsoring the Russian Theatre the company promotes both cultural development as well as successful integration 
processes at the nationwide level. 
 
Through the architecture scholarship of the Estonian Academy of Arts the Group supports the academic education system 
as well as young and talented architects and architectural historians. This is how we hope to improve the professional level 
of architecture and property development in Estonia. Both this as well as different co-operation and support projects are 
initiated with a view to the future in order to support harmonious development of the Republic of Estonia and her people. 
 
 
SHARE AND SHAREHOLDERS 
 
The total number of outstanding shares of the company is 95,284,150. As of end of 31.12.2009, the company has 2,444 
shareholders and the share price was closed at 2.66 kroons (0.17 euros) level, staying at the same level of 31.12.2008. 
The company holds 450 000 of its own shares with the average acquisition value of 8.87 kroons (0.57 euros). 
 
In order to reduce the volatility of share price and to provide opportunities for more effective pricing of the shares, the 
special general meeting decided on 11.12.2009 to reduce the share capital of Arco Vara AS by 20 times (Note 17). As a 
result of the decision, the consolidated assets, liabilities and the equity did not change. Theoretically, the market value of 
Group's equity should not change either. After the cancellation of shares, 4,741,707 shares will remain. New share capital 
was registered after the balance sheet date on 16.03.2010. 
 
Furthermore, the Commercial Code of the Republic of Estonia provides that the equity of a company has to make up at 
least a half of the nominal value of the share capital. Cancelling of shares has enabled us to meet this requirement. 
 
Diagrams of share price changes of the shares of Arco Vara AS, and changes of transaction volumes during 2009:   
In Estonian kroons (EEK). 
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In euros (EUR) 

 
Change in share price compared to the reference index OMX Tallinn within 2009: 

 
 

Index/share 01.01.2009 31.12.2009 +/-
 % 

OMX Tallinn 274,83 404,58 47,21 

ARC1T 0.17 EUR 0.17 EUR 0 

 
Bigger shareholders on 31.12.2009 Number of shares Shareholding  % 
FREIER PROJEKT OÜ 22 358 584  23.5 % 
OÜ TOLETUM 20 757 258  21.8 % 
HM INVESTEERINGUD OÜ 20 722 383  21.7 % 
GAMMA HOLDING OÜ 5 040 022 5.3 % 
SEB Ab Clients 4 633 048 4.9 % 
Central Securities Depository of Lithuania 3 104 166 3.3 % 
SEB PANK AS KAUPLEMINE 1 169 000 1.2 % 
LOKOTAR INVEST OÜ 680 001 0.7 % 
Other 16 819 688 17.6 % 
TOTAL 95 284 150  100.0 % 
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Share price and other relevant indicators' statistics within the last three years: 
 
EEK 2009 2008 2007 

Share price, at year end 2.66 2.66 22.69 

Share price, lowest 0.94 2.35 20.50 

Share price, highest 5.95 23.16 38.16 

Share price, average 2.58 10,29 28.14 

Traded shares 60 708 002 65 497 405 41 457 570 

Turnover, million 182.97 575.63 1 254.04 

Market value, million 253.45 253.45 2 161.77 

Earnings per share (EPS) -3.42 -12.18 2.76 

Dividends per share n/a 0.39 0.26 

Dividends / net profit n/a -0.03 0.09 

P/E -0.78 -0.22 8.23 

P/BV 0.66 0.35 0.97 

     
    

EUR 2009 2008 2007 

Share price, at year end 0.17 0.17 1.45 

Share price, lowest 0.06 0.15 1.31 

Share price, highest 0.38 1.48 2.44 

Share price, average 0.16 0.66 1.80 

Traded shares 60 708 002 65 497 405 41 457 570 

Turnover, million 11.69 36.79 80.15 

Market value, million 16.20 16.20 138.16 

Earnings per share (EPS) -0.22 -0.78 0.18 

Dividends per share n/a 0.02 0.02 

Dividends / net profit n/a -0.03 0.09 

P/E -0.78 -0.22 8.23 

P/BV 0.66 0.35 0.97 

    
P/E - share price at year end / earnings per share 
P/PV - share price at year end / equity per share 

 
Share positions of the members of the management board and the supervisory board 

Share positions of the members of the 
management board and the supervisory 
board  Position 

Number of 
shares Shareholding  % 

Lembit Tampere 
Member of the 

Management Board 0 0.00 % 

Richard Tomingas (Toletum OÜ) 
Chairman of the 

Supervisory Board 20 757 258  21.8 % 

Hillar-Peeter Luitsalu (HM Investeeringud OÜ, 

related person) 

Member of the 
Supervisory Board 

20 884 710 21.9 % 

Aare Tark 
Member of the 

Supervisory Board 0 0.00 % 

Kalev Tanner 
Member of the 

Supervisory Board 0 0.00 % 

Ragnar Meitern 
Member of the 

Supervisory Board 0 0.00 % 

Total 
 

41 641 968 43.70 % 

 
Dividend Policy 

Historically,  the Group has announced dividends in the amount of up to 15 % of the consolidated net profit. Nevertheless 
the Group cannot warrant that dividend payments will be continuing at the same rate in the future, because the exact sum 
of dividends depends on the results of the latest financial year of the Group and the estimated liquidity position in the 
medium run. 
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DESCRIPTION OF MAIN RISKS  
 
Credit risks 
Credit risk is most apparent in the construction division of the Group. We are continuously monitoring the payment 
behaviour of our contract partners. Within 2009, we have noticed some worsening in payment behaviour. 
 
Liquidity risks 
Cash balance is kept in biggest Estonian banks as overnight deposits or fixed rate short-term time deposits. The lengths of 
time deposits are usually one week. Management of cash flows is tense due to the high refunding risk. The cash and cash 
equivalents balance of the Group is permanently lower than the loan balances needing refunding within the next 12 
months. The weighted average length of interest bearing liabilities is as of 31.12.2009 0.9 years, which means that on 
average, all loans need refunding each year. Although the consolidated cash and cash equivalents balance of the Group at 
the end of 2009 is 71.4 million kroons (4.6 million euros), 33.9 million kroons (2.2 million euros) of it are under the direct 
control of the company, while the rest is on the accounts of joint companies or project companies where payments to other 
group companies or parent company require an approval by the partner or the bank. These resources can be used by 
relevant companies for their daily operations and investments. The liquidity risk will certainly be the most serious risk for 
the next twelve months.  
 
Interest risks 
Most of the Group loan agreements have been concluded in euros and the base interest is the 3-month and 6-month 
EURIBOR. Thus, the Group is open to what is happening on international capital markets. At present, the long-term 
interest risk is not covered. The interest bearing liabilities of the Group have decreased within the year by 249.2 million 
kroons (15.9 million euros). As of 31.12.2009, the interest bearing liabilities of the Group amount to 802.2 million kroons 
(51.3 million euros). Actually paid interest expenses in 2009 amounted to 47.3 million. kroons (3.0 million euros).  
Compared to 2008, the weighted average interest cost has reduced from 7.0 % to 5.3 %. 
 
Currency risks 
Sales agreements are usually concluded in local currencies: Estonian kroons (EEK), Latvian lats (LVL) and Bulgarian levis 
(LEV). A claim with a book value of 32.6 million kroons (2.1 million euros; 3.0 million dollars) has been concluded in US 
dollars. The currency risk of this claim has not been managed as the Group is not protected against devaluation of 
currencies. Most of the liquid resources are kept in short-term deposits in Estonian kroons. 
 
An overview of the financial risks management policy and the risk positions as at 31.12.2009 has been provided in Note 32 
to the financial statements of the consolidation group. 
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FORMULAS  
 
Invested capital = current interest-bearing liabilities + long-term liabilities + all equity 
Net debt = current interest-bearing liabilities at the end of period + long-term liabilities at the end of period -  
cash and cash equivalents at the end of period - short-term investments in highly liquid securities 
Equity to assets ratio = equity at the end of period / total assets at the end of period 
Average equity = the past 4 quarters� closing equity / 4 
ROE = net profit for the period/ the period�s average equity 
ROA = net profit for the period/ the period�s average total assets 
ROIC = the sum of pre-tax profit and interest expenses for the last 4 quarters / average invested capital for 4 
last quarters 
EPS = net profit attributable to equity holders of the parent / (weighted average number of ordinary 
outstanding shares of the period � own shares) 
Current Ratio = current assets at the end of period / current liabilities at the end of period 
Quick Ratio = (current assets at the end of period � inventory and biological asset balance at the end of 
period) / current liabilities at the end of period 
Gross Margin = Gross profit / Net sales 
Operating Margin = Operating profit / Net sales 
Net Margin = Net profit / Net sales 
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Corporate Governance Code (CGC) 

 
The shares of Arco Vara AS were listed in the main list of the Tallinn Stock Exchange on 21 June 2007.  
Being a publicly traded company Arco Vara AS is governed in its operations by the legislation effective in the Republic of 
Estonia, the requirements, rules and guidelines established by the Tallinn Stock Exchange, and the company�s core 

values.  
 Partnership � our client is our partner  
 Reliability � we are reliable, open and honest  
 Professionalism � we deliver quality  
 Respect � we respect our client�s personality  
 Responsibility � we keep our promises 

 
Along with the annual report Arco Vara AS also submits its Corporate Governance Code (CGC) report, in which the 
management of the company confirms the adherence to the CGC requirements, and explains the reasons of any failure to 
do so.  
The annual report has been prepared in compliance with the CGC guidelines. This CGC report is a separate chapter of the 
management report constituting a part of the annual report. 
 
 
I General Meeting of Shareholders 
 
The highest directing body of a company is the general meeting of shareholders.  
The competence of the general meeting, the procedure for calling a meeting and passing of decisions is set forth in the 
articles of association of the company. 
 
In 2009 the company held one annual and two special general meeting of shareholders.  
The annual general meeting took place on 22.05.2009. in Tallinn at Viru väljak 3, but as less than a half of votes 

represented by shares were present, the general meeting did not have a quorum and the Management Board called a new 
general meeting with the same agenda. The new annual general meeting took place on 04.06.2009 in Tallinn at Narva mnt 
7C. The notice on calling the meeting was published on 23.05.2009 in the newspaper Postimees and on the company�s 

website. The notice contained information on the location where the shareholders were given the possibility to review all 
the essential data and materials of the general meeting, and where to submit their questions, as well as a direct link to the 
company's website with the information and documents mentioned in the meeting's agenda. The contract executed with 
the auditor was not published to shareholders, because according to the pre-contractual negotiations the contents of the 
contract was not subject to disclosure At the same time, as the auditing company Ernst & Young Baltic AS was re-elected, 
the previous auditing agreement was extended. 
This information was provided to the shareholders both in Estonian as well as in English. Before the general meeting, no 
written questions were submitted on the items on agenda.  
Before the general meeting, the Supervisory Board did not separately publish its proposals regarding the topics on the 
agenda of the meeting, because the supervisory board did not have additional suggestions of any relevance, instead, they 
were published in the summons to the general meeting. 
The meeting was chaired by sworn advocate Hannes Vallikivi, who is not the chair of the Supervisory Board of the 
meeting, nor a member of the Management Board. The agenda of the meeting included approval of the annual report, 
division of profit, election of auditors. The distribution of profit was discussed at the meeting as a separate topic, and a 
separate decision was taken in respect to the same. The general meeting of shareholders was held in the Estonian 
language and the chair of the meeting ensured smooth running of the meeting. All the members of the management board, 
the Chair of the Supervisory Board (Richard Tomingas), one member of the Supervisory Board (Hillar-Peeter Luitsalu) and 
a sworn auditor from Ernst & Young Baltic AS (Hanno Lindpere) attended the meeting. The rest of the members of the 
Supervisory Board (Aare Tark, Kalev Tanner and Ragnar Meitern) were unable to attend the meeting due to their duties in 
other companies.  
 
The first special general meeting of shareholders was held on 27.08.2009 in Tallinn at Narva mnt. 7c. The notice on calling 
the meeting was published on 19.08.2009 in the newspaper Postimees and on the company�s website. The notice 

contained information on the reason for calling a special meeting, the location where the shareholders were given the 
possibility to review all the essential data and materials of the general meeting, and where to submit their questions, as 
well as a direct link to the company's website with the information and documents mentioned in the meeting's agenda. This 
information was provided to the shareholders both in Estonian as well as in English. Before the general meeting, no written 
questions were submitted on the items on agenda.  
 
The meeting was chaired by Rainer Osanik, who is not the chair of the supervisory board of the meeting, nor a member of 
the management board. Amending company's Articles of Association in a way where the company's Management Board 
could consist of one to five members instead of the current three to five members was on the agenda. The special general 
meeting of shareholders was held in the Estonian language and the chair of the meeting ensured smooth running of the 
meeting. All the members of the management board, the chair of the supervisory board (Richard Tomingas) and one 
member of the supervisory board (Hillar-Peeter Luitsalu) attended the meeting. The rest of the members of the supervisory 
board (Aare Tark, Kalev Tanner and Ragnar Meitern) and the auditor  didn�t attend the meeting.  
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The second special general meeting of shareholders was held on 17.12.2009 in Tallinn at Narva mnt. 7C. The notice on 
calling the meeting was published on 19.11.2009 in the newspaper Postimees and on the company�s website. The notice 
contained information on the reason for calling a special meeting, the location where the shareholders were given the 
possibility to review all the essential data and materials of the general meeting, and where to submit their questions, as 
well as a direct link to the company's website with the information and documents mentioned in the meeting's agenda.  
This information was provided to the shareholders both in Estonian as well as in English. Before the general meeting, no 
written questions were submitted on the items on agenda.  
The meeting was chaired by sworn advocate Hannes Vallikivi, who is not a Chair of company's Supervisory Board or a 
Member of the Board. Extension of the powers of the members of the company's Supervisory Board, remuneration of 
members of the Supervisory Board, amendment of the Articles of Association, and reduction of share capital were on the 
agenda. The special general meeting of shareholders was held in the Estonian language and the chair of the meeting 
ensured smooth running of the meeting. All the members of the management board, the chair of the supervisory board 
(Richard Tomingas), one member of the supervisory board (Hillar-Peeter Luitsalu) and a notary (Merle Saar-Johanson) 
attended the meeting. The rest of the members of the supervisory board (Aare Tark, Kalev Tanner and Ragnar Meitern) 
and the auditor didn�t attend the meeting.  
 
The company did not consider it possible to monitor and attend the general meetings by means of communication, 
because there are no reliable solutions for identifying the shareholders and ensuring the privacy of attending shareholders.  
 
Information pertaining to the agendas of the annual and special general meetings of shareholders, as well as the questions 
posed by shareholders before the meetings, and the responses given are displayed on company's web page until the 
notice on calling the next general meeting of shareholders is published. 
 
 
II Management Board 
 
Since 04.09.2009 and at present the Management Board of Arco Vara AS includes 1 member: 

 Lembit Tampere � manager, who organises the work of the company; 
 
From 16.10.2008 till 03.09.2009 the management board included 3 members: Lembit Tampere (chair of the management 
board), Heigo Metsoja (member of the management board, financial manager) and Veiko Taevere (member of the 
management board, head of the development division). 
 
Reducing the number of members of the management board to one was deemed necessary for the purpose of better 
organisation in companies business, ensuring management efficiency, and restructuration of its activities. The relevant 
changes were adopted by the special general meeting on 27.08.2009 when the Articles of Association were amended 
respectively.  
 
Upon assuming the office every member of the management board has executed a service contract with the company 
governing the service assignments of that member. Contracts with members of the management board have been (were) 
entered into for the term of three years. None of the members of the management board is concurrently a member of 
management boards of more than two issuers, a chair of the supervisory board of another issuer, nor a chair of the 
supervisory board of an issuer of the company�s group.  
 
The member of the management board has executed a contract of a member of the management board with the company, 
which specifies the rights, obligations and liability of the member of the management board, and lays down the provisions 
governing payment of principal remuneration. The amount of the remuneration was agreed upon in line with the service 
assignments and activities entrusted to the member of the management board, the current state of the business, and the 
future trends. Upon removal of the member of the management board from the office without a good reason, the member 
of the management board is paid a severance pay in the amount of four months principal remuneration of the member of 
the management board. 
 
The contracts of service for board members concluded with Heigo Metsoja, Veiko Taevere and Lembit Tampere did not 
include the procedure for paying bonuses and the Supervisory Board of the company has not approved any other similar 
procedure.   
 
In 2009, the remuneration paid to the Members of the Board totalled 1.9 million kroons (0,1 million euros). No bonuses or 
severance pay were paid.  
 
The members of the management board have informed the company of their participation in other business entities, which 
are not members of the Group, or management bodies thereof. 

 Lembit Tampere � member of the management board of OÜ Alasniidu, OÜ Overseas and OÜ Harku 

Projektijuhtimine and the sole shareholder and member of the management board of OÜ Remmelga Aiand; 
 
Certain interest held by the members in management board, and their participation in managing bodies does not constitute 
a breach of the prohibition on competition. Moreover the members of the management board have assumed the obligation 
to refrain from any breach of the non-competition obligation under their respective agreements. Furthermore, the internal 
work procedure rules of the company stipulate that no member of the management board or any employee shall demand 
or accept in their own personal interest any moneys or other benefits from any third persons in connection with their job, 
nor grant any third persons unlawful or unreasonable favours. 
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The members of the management board have not concluded any transactions with themselves, any persons connected 
with or related with themselves, nor taken any decisions based on their personal interests.  
 
 
III Supervisory Board 
 
The task of the supervisory board is to plan the operations of the company, organise the business and carry out 
supervision over the activities of the management board. The members of the supervision of Arco Vara AS are elected by 
the general meeting of shareholders. 
 
In line with the CGC one-half of the members of the management board of the issuer have to be independent. If the 
supervisory board includes an uneven number of members the number of independent members may be less by 1. 
 
The supervisory board of the company consists of 5 members. For the whole financial year, the members of the 
supervisory board were Richard Tomingas (chair of the supervisory board), Hillar-Peeter Luitsalu, Aare Tark, Kalev Tanner 
and Ragnar Meitern.  
 
Since 16.05.2008 the independent members of the supervisory board, in line with the definition provided by CGC, are Aare 
Tark, Kalev Tanner and Ragnar Meitern. The members of the supervisory board Hillar-Peeter Luitsalu and Richard 
Tomingas cannot be deemed independent members, because within the last three years they have been members of the 
management of a number of business entities of the issuer�s group, and have business relationships via the business 

entities OÜ HM Investeeringud and OÜ Toletum in which they hold interest.   
Therefore the supervisory board of the company includes 3 independent and 2 dependent members, which meets the 
CGC�s requirement according to which, in the case that the supervisory board has an uneven number of members, the 

number of independent members may be one less than the number of dependent members. Such composition of the 
supervisory board ensures efficient management and is the best option for the company and the shareholders.  
 
The members of the supervisory board elect from among themselves the chair of the supervisory board. 
Starting from 21.01.2008 and at present, the Chair of the Supervisory Board is Richard Tomingas. 
 
The remuneration for the Members of Supervisory Board was from 31.05.2007 until 17.12.2009 per member 7,500 kroons 
(gross amount). On 17.12.2009 the general meeting approved as a new remuneration of Supervisory Board members 
15,000 (959 euros) per month (net amount). No additional remuneration is paid to the members of the supervisory board, 
and no special remuneration is paid to the chair of the supervisory board. No severance pay is paid to resigning members 
of the supervisory board.  
Hillar-Peeter Luitsalu and Richard Tomingas who are also active members of supervisory boards of companies controlled 
by the issuer, have been granted the use of cars, computers and mobile telephone, and according to the resolution of the 
general meeting the expenses connected with the same are borne by the issuer. 
 
The supervisory board has formed no committees. 
 
Altogether 8 meetings of the supervisory board were held in 2009. In 2009 most members of the supervisory board of the 
issuer participated in more than one-half of the meetings of the supervisory board held during their term of office. Ragnar 
Meitern was not able to participate in more than a half of Supervisory Board meetings due to being abroad.  
 
No conflict of interest has emerged in 2009 with respect to any members of the supervisory board. 
 
 
IV Co-operation of Management Board and Supervisory Board 
 
In line with the articles of association of the issuer, and the established routine of work the management board and the 
supervisory board work in close co-operation. 
The members of the supervisory board Hillar-Peeter Luitsalu and Richard Tomingas are actively involved in the 
supervisory boards of all the parent companies of all the three key areas of activity (Arco Ehitus OÜ, Arco Investeeringute 

AS and Arco Real Estate AS); in addition, Richard Tomingas is a Supervisory Board Member of Arco Development SIA. 
The management board and the supervisory board hold joint meetings when matters concerning the company�s strategy 

are discussed, and the parties continuously exchange information pertaining to the strategic development of the issuer. 
Furthermore, at such meetings the management board informs the supervisory board of any deviations from the 
company�s plans and targets and the reasons thereof.  
When needed meetings of the chair of the supervisory board and the chair of the management board are held to exchange 
information. With respect to exchange of information the internal rules governing the keeping, disclosure of internal 
information, as well as transactions with the shares of Arco Vara As are applied.  
 
On 18.08.2009, the Supervisory Board decided to remove Members of the Board Heigo Metsoja and Veiko Taevere 
starting from approving the amendments to the Articles of Association by the general meeting. Reducing the number of 
members of the management board to one was deemed necessary for the purpose better organisation of the business of 
the company, ensuring management efficiency, and restructuration of its activities.  
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V Disclosure of Information 
 
Since listing of the shares Arco Vara AS on the Tallinn Stock Exchange the company has been adhering to the information 
disclosure requirements laid down by Tallinn Stock Exchange and in compliance with the objective of applying equal 
treatment to all its shareholders. 
 
The website of Arco Vara AS can be found at the address www.arcorealestate.com  and the information targeted at 
shareholders is available at the easily found section http://www.arcorealestate.com/en/investor-info/general where it is 
available both in Estonian as well as in English. The issuer has disclosed on its website all the facts and assessment 
pertaining to the issuer, which have been disclosed to financial analysts or other persons. Moreover, the website of the 
issuer discloses information about meetings held with analysts, presentations made to analysts or investors, as well as the 
time and place of presentations and press conferences intended for institutional investors, and general directions of the 
issuer�s strategy. The issuer did not draw up a so-called financial calendar at the beginning of the financial year, inasmuch 
as the issuer has published all the information subject to disclosure by the deadlines set forth in the relevant legislation. 
 
On company's web page (www.arcorealestate.com) the following information is available to shareholders: Corporate 
Governance Practices (CGC) report, dates, locations, agendas and other relevant information of general meetings, Articles 
of Association, composition of the Management Board and the Supervisory Board; information on auditor, annual and 
interim reports. On company's web page no agreements on concerted exercise of rights between shareholders are 
presented because no such agreements have been concluded. The general directions of the issuer�s strategy approved by 

the Supervisory Board have previously been accessible to shareholders on company's web page, but not at present, 
because the strategy documents are being updated.  
 
The company has not arranged presentations to investors or analysts directly before publishing the financial reporting and 
has never published company's internal information or unpublished financial information at meetings with analysts or 
investors.  
 
VI Financial Reporting and Auditing 
 
The consolidated financial reports of Arco Vara AS have been prepared in accordance with the International Financial 
Reporting Standards (IFRS) as adopted by the European Union.  
The financial reports have been prepared and submitted for approval in conformity with the requirements and liabilities set 
out in the Estonian Accounting Act, the stock exchange rules, the Commercial Code and other legislation. 
 
The company publishes its annual audited accounts once a year and unaudited interim reports during the financial year; all 
reports are available to shareholders on company's web page.  
 
The meeting of the supervisory board, which discussed the auditing results, was attended by the auditor. The auditor 
submitted his report, the members of the management board were not present when the results were reviewed. Minutes 
were taken at the relevant meeting of the Supervisory Board.  
 
In the notice for calling the company's annual general meeting the candidate for auditor was published, however, no 
information on the candidate or the fact that the same auditor's association continues was not published. Since 2009 the 
audit team works under the supervision of Ivar Kiigemägi. As the auditor has been auditing the financial results of the 
company for past years, and inasmuch the supervisory board had no negative comments regarding the auditor�s activities 

the supervisory board deemed unnecessary to have a separate report on the auditor�s activities be presented to the 

general meeting.  
 
Prior to signing, the draft agreement with the auditor was submitted by the Management Board to the Supervisory Board 
for approval. In the mentioned agreement, the tasks, the time schedule and the remuneration of the auditor were set out 
above all. The company did not disclose the amount of the fee paid to the auditor, inasmuch as, in the opinion of the 
issuer, the non-disclosure thereof does not affect the reliability of the auditor�s report prepared following the auditing.  
 
In order to better assess the company's risks and for better management, most relevant companies of the Group prepare a 
budget for the next financial year, which will be approved by the Supervisory Boards or the general meetings of the 
relevant subsidiary. Company's own budget and the consolidated budget will be approved by the Supervisory Board. The 
company employs a controller for adhering to approved budgets and if necessary, additional internal audit services are 
ordered from relevant experts. 
 
The total internal and external audit costs of the company in 2009 were 1.7 million kroons (0.1 million euros). The 
corresponding figure for 2008 was 2.3 million kroons (0.2 million euros).   
 
 
 
 
 
  

http://www.arcorealestate.com
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