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ADDRESS BY THE CHAIRMAN OF THE SUPERVISORY BOARD

In 2012 the net sales of the Group continued tavgiide production of electrical equipment in Estoni
exceeded the level of the pre-crisis year 2008. Aragnwork of engineers and good sales skills have
helped to increase the sales outside of Estonia.3@ioup has entered into new markets all over the
world: Australia, North America, the Far East amavrcountries in Europe.

We have started to think “green”. We use solar pde@roduce electricity for all our production pta

in Estonia, Finland and Lithuania. In Finland we #re market leaders for producing car pre-heating
panels for parking lots. The Group is planningtertsalso the production of “smart” loading paniels
electric cars.

No doubt that the annual intra-group innovation petition for developing new products and solutions
has had a positive effect on the development ofGheup, as well as on the motivation of engineers
working here. By addressing the subject of inn@rathe Group has ensured a higher technical Idvel o
the company's products, increased productivityfandd new customers.

2012 was a kind of anniversary year for the Grd(p.years ago Harju Elekter founded such joint
enterprises as ABB Harju Elekter (15 SeptembergkBiKeila Cables (14 December) and Glamox HE
(15 December). All of them have become strong amttessful companies operating in the Keila
Industrial Park. The vehicle wiring plant, PKC Ee&iunded by the Group has been recognised as the
most successful company in Estonia. Ten year ag&eptember 19, we bought our Finnish subsidiary,
Satmatic Oy. In autumn 2013 forty five years wilisg since the beginning of the production of
electrical equipment in Keila. This could justifiplibe considered as the foundation of the Group. We
are proud that thanks to our persistent work weel@@en able to create in Keila more than 2,000 jobs
that altogether turn out production for value trateeds 300 million euros.

Harju Elekter belongs among these large enterpwbese continuous development and stability ensure
high levels of employment. As a large enterprise fe@ that it is our responsibility to ensure the
sustainable development of the Group in order totrdmute to the reinforcement of the country's
economy.

Stock prices on the Estonian security market stadancrease last year and so did the prices afesh

of AS Harju Elekter increasing within a year by8%. up to 2.64 euros. During unstable times the fact
that our shares are stock dividend shares is ewwr important than the fluctuation in the prices of

shares. AS Harju Elekter has been one of the faMighy traded companies who have paid dividend to

its shareholders all the time it has been listedthan stock exchange. The list of shareholders that
increases year by year shows that a lot of peoplaevhighly the trustworthiness and the stable
dividend policy of the company.

The successful operation of AS Harju Elekter asnéernational Group and manufacturing enterprise
has been noticed and recognised. The Harju couwntgrgor awarded AS Harju Elekter with the title
“Company of the year” and gave the manager of timepany the honorary decoration of the county.

On behalf of the Supervisory Board | would likethank all our customers, partners, shareholders and
employees.

[signaturé

Endel Palla
Chairman of the Supervisory Board
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ADDRESS BY THE MANAGING DIRECTOR/CEO

The world’s diverse and unstable economic situatias accustomed us with the idea of the so called
“new reality”. Although some regions in the worldve shown a swinging growth, it is not a general
phenomenon. Most of the specialists are of theiopithat it is difficult to determine trends or iesate
possible developments in Europe i.e. on the mattait is still extremely important to the world’'s
economy as well as for Estonia. However, perspestseem quite good and the solutions for these
problems are mainly in our own hands. Maybe ih&siew reality that we have to get used to anchlear
to deal with, as well as find new opportunitiesnird.

The year 2012 was successful for the Harju Ele&@up. The net sales of the Group were the second
best of all times increasing by 13% and amounting§2.8 million euros. The operating profit that was
influenced by the instability of markets, as wallaustomers’ decisions driven by the tough comipatit
remained at the same level as in the previous y&awever, we were able to increase our consolidated
net sales by 22% to 3.6 million euros. The netipp#r share increased from 0.17 euros to 0.21seuro
The Group observed and managed cash flows carefody therefore, by the end of the year we were
practically free of debts. We only used short-teredits to support our operation.

While seeking growth and new business opportunitiehave focused more on Scandinavian markets.
Thanks to several successful projects we have @gteand intensified our geographical scope. Ukraine
and Switzerland were entered as new markets. Thi@drs was most successful in Sweden, Germany
and Belorussia. Our home market remained stable.

The year 2012 was eventful as all other years bdftat. The Group participated in the constructibn
the largest integrated biogas plant in the worlthwhe capacity of 140 MW opened in Finland last
year. The Group increased substantially its pradacand sales in the area of renewable and green
energy equipment. More electricity for self-constmmp was produced on the basis of solar energy
which may be moderate in terms of the whole congiomgbut is still important as a benchmark. The
total capacity of the relevant equipment used i@ @roup amounted to 100 kW. The electrical
engineering development carried out in the Keiladpction centre was consolidated into the
Development Centre. This gives a good opportumitiotus more on customer service and innovation
activates. In autumn we will celebrate several it events - the i5anniversary of AS Harju
Elekter being listed on the Tallinn Stock Exchaagd the 18 anniversary of the merger of the Finnish
subsidiary, Satmatic Oy, with the Group. The Groupeased its share in its Lithuanian subsidiary to
63%.

Harju Elekter has supported technical higher anchtional education for years. In order to promote
professions related to electricity and to impradve professional knowledge and skills of our persbnn

we have been a long-term sponsor and co-operationgy of the Development Fund of the Tallinn
University of Technology and we participate actwveh the work of professional and business
associations.

The year 2013 is the #5/ear of operation of Harju Elekter Group. All teegears we have been a

direction indicator in the area of production ofdtical installations and materials offering its

customers the best technical solutions, uncompingiguality and the development supporting their
activities. We have learnt a lot from our customensl partners. Constant learning, know-how and
continually accumulating experience will ensure suecess in the future.

I would like to thank our customers and partnerstifi@ co-operation that has been successful for all
parties. | would also like to acknowledge and thalllour employees in every company of the Group.
My gratitude also goes to the shareholders of AguHalekter for their trust and continuous support

and | hope that our co-operation continues to lbeessful also in the forthcoming years.

[signaturé

Andres Allikméae
Managing Director/CEO
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MANAGEMENT REPORT

MISSION

To be one of the leading manufacturers of eledtagaipment and materials in the Baltic Sea regipn
responding to the clients’ needs without delay witimpetence and quality and by offering added value
and reliability to partners in co-operation progect

GOAL

To be successful over a long period of time, tadase the company’s capital and generate revemue fo
the owners, as well as the partners, and to prowndtivating work, income and development
opportunities for the employees.

AS Harju Elekter have been manufacturing electicplipment since 1968. The Group’s main income
comes from energy distribution equipment (substatiocable distribution and fuse boxes) and
automatic control boards for the energy sectorystny and infrastructure. 66.4% of the products are
marketed outside Estonia.

HARJU ELEKTER GROUP’S ORGANISATIONAL CHART

AS HARJU ELEKTER

: ) ( | ) ( -
SUBSIDIARIES ASSOCIATED COMPANY STRATEGICAL
INVESTMENTS
AS HARJU ELEKTER AS DRAKA KEILA CABLES SIA ENERGOKOMFLEKSS
ELEKTROTEHNIKA Producer of power cabels, MV/LV equipment sales
Manufacturer of electrical located in Kela organisation in Riga

equipment for energy distribution,
industrial and construction -'—m
sectors, located in Keila
AS HARJU ELEKTER PKC GROUP 0y
TELETEENIKA Manufacturer of wiring systems

Manufecturer of telecom and fibre
optic products, located in Keila

SATMATIC OY
Manufacturer cf industrial

control and autormation devices,
located in Ulvila and in Kerava

<=

HARJU ELEKTER AB
MV/LV electrica. equipment

representative and sales office
in Slockholm

RIFAS UAB
Manufacturer of automatic
equipment, control and
distribution units, located
in PaneveZys

Automatikos Iranga 51%
A company which deals
with design
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OVERVIEW OF THE ECONOMIC ENVIRONMENT

Global economy

The world’'s economic growth slowed down in the sethalf of 2012. However, the changes were
uneven by region. While the economic situation detated in Europe and Japan, the American and
Chinese economies seemed to be gaining strengéhovérall uncertainty caused by such events as the
euro crisis, the budgetary policy problems in tH&AJthe changes in the administration of China and
the situation in the Far East had quite a strongaich The global weakness had its impact also en th
economies of Nordic countries. Consumers were doted, on one hand, by high employment rate
and, on the other hand, by relatively high inflatiof 3.5%. The dollar exchange rate and the world
market fuel prices remained stable but the pri¢esadals and agricultural products increased. Téwsr y
2012 was successful for financial markets. Nealtlynajor asset classes and markets show a positive
productivity with the only exception of the assketss of raw materials.

Euro-area

The year ended with optimistic feelings for thecemone — the stories about the sudden collapdeeof t
euro faded away, several institutional achievemest® made and a cornerstone for the banking union
was laid. Despite the continuation of the slowdafithe economic growth in Europe and the highest
unemployment rate ever in Southern Europe the dentie in the economy started to increase in the
end of the year thanks to successful measures t@keasolve the EU debt crisis. Several factors
referred to the positive effect of the rescue pgeka— euro exchange rate increased and the interest
rates of bonds issued by Southern European cosirdtifering from economic difficulties declined.
The crisis resolution policy of the European CdnBank that was based on the cheap money offer
reduced the 6 months Euribor rate within a yeamftlo62 to 0.32 percent. The economic recovery has
been estimated for Nordic countries and also ferrést of Europe during the second half of the next
year but this is preconditioned by the graduallgsm of the depth crisis. According to the prahary
data of the European Central Bank the economic tijrofvthe euro zone in 2012 was 1.5-1.7%.

Latvia, Lithuania, Russia

Bank analysts are of the opinion that the econagnisvth of more than 3% in the Baltic states is a
pleasant surprise within the context of overalwslown characteristic of Europe and Scandinavian
countries. The economies of Scandinavian countves® hindered by the brittle external demand and
weaker domestic economy. The problems were madsewoy the pressure to the labour costs. The
continuation of the overall economic situation e tEU and euro zone deteriorates the economic
conditions of our main trade partners — Nordic ¢oas — even more. One positive aspect is that in
August 2012 Russia become a member of the WorldeT@rganisation (WTO) which will hopefully
make the trade with Russia more open, better peddlecand more stable. Another important change for
the whole economic region is that Latvia will be@ra member of the euro zone in 2013 after
complying with all conditions for full membership.

Estonia

Compared with the previous years the economic drawtEstonia showed signs of slowing down in
2012. However, according to the preliminary datads still the highest in the euro zone amounting t
3.2%. High investment activity, intensive intereahsumption and export were the main drivers of the
economy. Processing industry contributed a lothm ¢conomic growth although the production was
limited by insufficient demand and the decline mers. According to the data of the Statisticali€aff
exports increased by 4.5% compared with 2011 aede¥port capacity amounted to the all-time 12.6
billion euros. Imports increased by 8.5% a yearwamiag to 13.8 billion euros.

The economic growth was encouraged by the incrieatbe income of population which contributed to
the increase in consumption expenditures and edstive stable internal demand. Insofar as the
unemployment rate in Estonia is more or less stabtethe wages are growing little by little it dae
estimated that internal demand will keep the ecgngaoing. The further economic growth will still be
dependent on the recovery of the external dematiteivest and its continuation in the east.
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YEAR 2012

In November AS Harju Elekter Elektrotehnika operied Development Centre which pools all the
engineers from product development and technigadudments. The new unit consists of 19 employees.
The Development Centre will be an incubator thdlt pvbvide sales units with innovative products and
solutions and offer technical support to productinits. The Development Centre includes a laboyator
for the development of new prototypes and introdgcamples.

In addition to the exciting 51% of shares of itshuianian subsidiary, UAB Rifas, AS Harju Elekter
acquired another 11.7% of its shares increasinghiéée up to 62.7%. The contract was concluded on
30.11.2012 and the transaction was closed on £12.2

In September 10 years passed since Satmatic Ogdidglee Harju Elekter Group. On 19.09.2002 AS
Harju Elekter and Siemens Oy signed a contrachl& By which Harju Elekter acquired 100% of the
shares of the subsidiary of Siemens Oy. Duringpthst 10 years the net sales of Satmatic Oy have
increased from 7 million to 21 million euros ané tiumber of employees from 52 to 88.

In September 15 years had passed since the IstiA®& Harju Elekter on the Tallinn Stock Exchange.
During the 15 years as a publicly traded compaeyGhoup has become a leading producer of electrical
installations and materials in the Baltic Sea amincreased its volume of sale and operatingtgrpf

10 times. The market value and the share prick@itbmpany have increased more than three times.
AS Harju Elekter has been one of the few publicgéd companies who has every year paid dividend
to its shareholders since being listed on the firmlBtock Exchange.

In 2012 the largest integrated biogas plant inwleld with the capacity of 140 MW was built in
Finland, Vaskiluoto. The plant was built by Metsg &nd our Finnish subsidiary Satmatic Oy supplied
it as a subcontractor with the relevant solutioms astallations. The Estonian subsidiary of theupr

AS Harju Elekter Elektrotehnika, was involved ire tbame project producing prefabricated distribution
substations and control panels for the biogas plEm¢ construction of this kind of environmentally
friendly power stations will be a growing trendtie near future.

After successful audits, the Lithuanian subsidid®Ryfas UAB, was recognised as an official co-
operation partner and supplier of such internatioongporations as ABB and GE Energy.

The Finnish subsidiary Satmatic Oy increased thessa solar energy equipment and solutions. This i
supported, on one hand, by the 25% price drop laf g@mnels and other renewable energy equipment
that has substantially expanded the clientele ofi gwoducts, and on the other hand, by the increase
efficiency of such equipment and the entry intocéoof rules governing the energy performance of
buildings. The production segment of pre-heatirgjeays of cars for parking lots and loading parnais f
electric cars where Satmatic Oy has occupied tiséipo of the Finnish market leader is also showing
substantial growth.

In 2012 a solar power station with the capacitt@kW was taken into use in Keila production usfi.
solar panels were added to the station operatitigeirfFinnish subsidiary. Together with the previpus
implemented solar power stations in Finland (30 kgl Lithuania (50 kW) the total capacity of the
renewable power stations installed in the companfi¢se Group amount now to approx. 100 kW. Most
of the produced electrify is used for self-constimmptand the excessive energy is channelled into the
state energy network.

AS Harju Elekter Elektrotehnika organised a seoieseminars for the employees of the operationdl an
development units of our customers. During the sarmsi mutually beneficial developments were
introduced, important subjects were addressed aastigns were answered. A total of 10 training days
with approx. 200 participants were organised.

The companies of the Group participated in speddlifairs held in Estonia and Finland, as wellnas i
the composition of the Estonian stand in the Eumopkeading electrical engineering fair held in
Germany.
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The Harju county governor awarded AS Harju Elektéh the title “Company of the year” and gave
the manager of the company, Andres Allikmé&e, theohary decoration of the county. The chairman of
the Supervisory Board and the development mandgbea@ompany, Endel Palla, was merited with the
Grand Entrepreneur Award at the Year's EntrepreGala.

BUSINESS RESULTS

5 years statistical summary

Group 2012 2011 2010 2009 2008
Statement of comprehensive incoménillion EUR)

Net sales 52.8 46.7 40.9 40.4 55.7
Operating profit 2.0 2.0 15 1.8 3.2
Profit attributable to owners of the Company 35 28 2.2 1.2 2.5
Statement of financial position at the end of theear (million EUR)

Total current assets 165 154 14.4 12.0 15.9
Total fixed assets 43.1 375 40.7 27.5 22.5
Total assets 59.6 52.9 55.1 39.5 38.5
Equity attributable to owners of the Company 48.8 40.3 44.0 30.7 25.4
Equity ratio (%) 81.8 76.2 79.8 77.7 66.0
Rates of growth(%)

Net sales growth 13.1 14.2 11 -27.4 19.1
Operating profit growth -2.7 33.3 -16.1 -43.4 -2.8
Profit attributable to owners of the Company growth 26.8 27.6 76.9 -50.1 -54.3
Assets growth 12.7 -4.0 39.5 2.7 -16.4
Equity attributable to owners of the Company growth 21.1 -8.3 43.1 20.9 -25.5
Performance indicators (%)

Operating margin 3.7 4.3 3.7 4.5 5.7
Net margin 6.8 6.3 5.6 3.4 4.4
Return of assets (ROA) 6.3 5.1 3.2 3.2 5.8
Return of equity (ROE) 7.9 6.6 4.4 4.4 8.3
Shares (EUR)

Average number of shares (1000 pc) 17,0986, 800 16,800 16,800 16,800
Equity per share 2.61 2.51 2.22 1.67 1.51
The closing price 2.64 2.28 3.02 2.07 0.99
EPS 0.21 0.17 0.13 0.07 0.15

P/E
Dividend per share
Liquidity ratio

1257 1341 2339 28.14 6.76
p.09 0.07 0.06 0.05 0.06

Current ratio 1.8 1.8 1.8 1.6 1.6
Quick ratio 1.1 1.0 1.1 0.9 0.8
Personnel and remuneration

Number of employees at the end of the period 452 427 424 452 501

Average number of employees
Wages and salaries (million euros)

478 457 440 464 515

9.1 7.7 7.0 7.3

8.5

Operating margin

Net margin

Equity per share
Return of assets (ROA)
Return of equity (ROE)
Current ratio

= Operating profit/Net sales *100
= Profit attributable to owners of thentpany /Net sales *100
= Average equity attributablewmers of the Company /Average number of shares
= Profit attributable to evenof the Company /Average total assets *100
= Profit attributable terters of the Company /Average owner’s equity *100
= Average current assets/ Averageeatitiabilities

EPS = Profit attributable to owners of the Company Efage number of shares

P/E = Share price/EPS

Equity ratio = Average equity attributable to owsmef the Company/Average total assets *100
Quick ratio = Average liquid assets (current assetsentories)/ Average current liabilities

m Management proposal
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In the 2012 annual report the financial indicatofsAS Harju Elekter (consolidating entity) and its
subsidiaries, AS Harju Elekter Elektrotehnika, A@rjd Elekter Teletehnika, Satmatic Oy, Harju
Elekter AB and Rifas UAB with its subsidiary Autotikas Iranga UAB (altogether referred to as the
Group) have been consolidated line by line andréselts of the related company, AS Draka Keila
Cables, have been consolidated using the extergiéty enethod.

AS Harju Elekter holds 6.4% of the Finnish comp&§C Group Oyj. The shares of the company are
listed on the Helsinki Stock Exchange and are prtesein the statement of financial positiantheir
market price. The changes in the market price efstrares can have a substantial effect on the whlue
the assets and the owners’ equity in the Group.

Sales revenue, net and operating profits

sales revenue profits

million euros million euros
60 6
50 — -5
40 -4
30 s | ' -3
20 L2
10 - II -1
0 - T T T T T T T T T - 0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

I Sales revenue = QOperating profit Net profit
Earnings and margins

In 2012 the consolidated net sales of the Groupeased by 13.1% compared with the previous year
amounting to 52.8 million euros. The share of Hstorcompanies in the total consolidated sales
revenues was 45% (2011: 47%), Finnish company iboméd 40% (2011: 40%), Lithuanian company
14% (2010: 13%) and Swedish company 1%.

The main area of activities of the Group is thedpiction and marketing of electric power distribatio
and transfer equipment and activities related émthThese activities contributed, as usual, thgektr
part of the consolidated net sales i.e. 90% (2@0P5). The real estate segment and other non-
segmented activities gave equally 5% of the satkgne of the Group in 2011 and 2012.

As for the markets, once again the Group’s homeketar(Estonia, Lithuania, Sweden and Finland)
were dominant in 2012 giving 90% (2011: 94%) of tbesolidated net sales. Sales volume in the home
markets of the Group increased by 8.3% amountirgj/té million euros. Sales volume grew most of
all in the Finnish (20%) and Swedish (more than thtes) markets. The net sales in the Estonian
market remained basically at the level of 2011. $akes in the Lithuanian market decreased by 29%.
However, the sales revenue of the Lithuanian segrmeneased during the financial year by 19%
amounting to 7 million euros out of which the satethe home market amounted to 41% (2011: 67%).

During the year the share of other markets in thresglidated net sales has increased by 4 percentage
point amounting to 10%. The sales to other Europggdmion countries increased around two and half
times and one and a half times outside the Europeion. Germany where an active partner with great
potential was found is a fast developing and caomatiy growing market for the Group. During 12
month products and services were sold for 1.8 onileuros more than a year before in Germany. This
year new markets were entered in Ukraine and Swklatzé where the sales of Group’s products
amounted to one million euros. Deliveries to Russi Belorussia increased by 0.4 million euros
amounting to 0.8 million.
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The recovery of the economy has been accompanisdrg increase in the demand in the main target
markets of the Group. At the same time the compatibecame tougher in these markets. This, on the
other hand, increased the pressure on prices dindrgedates.

Revenue by business area Revenue by market

204 19%4% 1% . B Electrical 5%
2% 83% equipment
B Sheet metal

2% | . M Estonia
: products/services
E Telekom M Finland
products/services . .
m Sales of electrical ® Lithuania
components
B Intermediate sale W Sweden
W Other EU
W Real estate rent
m Others

Other services

The operating costs of the Group increased duliag/éar by a total of 14% amounting to 50.8 million
euros, outracing the rate of increase in net $ale€s9 percentage points. The marketing costs asem
more (18%) than any other cost. The rate of gratipeneral administrative expenses exceeded that of
the net sales by 2.5 percentage points. The wtedase in operating costs during the accountingge
was 0.9 million euros amounting to 6.7 million exiice. 12.6% (2011: 12.3%) of the consolidated net
sales.

The increase in production and sales volumes iaraéeonsecutive years (2011: 14.2%; 2012: 13.1%)
has led to the growth in the number of people eygalan the Group. By the end of the accounting
period 478 people were employed by the Group wisi@1 persons more than a year earlier. Compared
with the previous year the average number of eng@syincreased during the year by 25 employees
amounting to 452. The labour costs increased byuf%o 11.9 million euros, accounting for 22.5%
(2011: 23.3%) of the consolidated net sales.

During the year the amount of 86 (2011: 2) thousaumds of receivables was written down and charged
off. The cost of the markdown of reserves was 38112 30) thousand euros. Depreciation and
amortisation during the period amounted to 1.47212@.35) million euros

In 2012 the consolidated operating profit beforprdeiation was 3.44 (2011: 3.38) million euros. The
operating profit was 1.97 million euros which was@O0 euros less than in the previous year. The
return on sales before depreciation was 6.5% (20226) and the net return on sales was 3.7% which
is 0.6 percentage points less than the year before.

In 2012 the Group earned 854 (2011: 795) thousaruseof dividend profit. The financial income from
the sales of 15.4 thousand shares amounted 175ahdwuros. During that period no other profit was
made on financial investments. As a whole, the @sdinancial income amounted to 1.04 million euros
which was 0.24 million more than the year before.

The Group consolidated 1.1 (2011: 0.5) million eunb profit from its affiliated company.
In 2012 the income tax costs amounted to 482 (2818) thousand euros.

The consolidated net profit for 2012 was 3.6 millieuros which was 22.2% more than in 2011. The
share of the owners of the parent company of thiogie net profit accounted for 3.5 million euros,
increasing by 26.8% compared to 2011. The nettgpefi share was 0.21 (2011: 0.17) euros.

10



AS HARJU ELEKTER ANNUAL REPORZD12

Other comprehensive income

The market price of a share of PKC Group Oyj onHedsinki Stock Exchange decreased during the
period of 12 moths by 4.00 euros and closed at31&u4os. During the reporting period 5.54 (2014slo
5.52) million euros of profit was earned from tlewaluation of financial assets and 0.16 millionosur
of revaluation profit was earned from the salesfiofncial assets. The revaluation reserve in the
owner's equity increased by 5.38 million euros. f&inces in the exchange rate emerging in
recalculation of figures of a foreign company (Sishdsubsidiary Harju Elekter AB) formed an
insignificant part of other comprehensive income.

Financial position

The amount of the consolidated balance sheet oGtieep as of 31 December 2012 was 59.6 million
euros, increasing by 6.7 million euros during teary

By the end of the year business claims and prepatgramounted to 6.7 million euros, decreasing by
1.2 million euros during the year and inventory amted to 6.4 million euros, decreasing by 0.3 wnilli
euros a year. At the same time the Group’s debssippliers and other debts and payables remained at
the same level. In 2012 the quick ratio increasge@.th points up to the level of 1.1, while the ewmtr
ratio (1.8) remained at the level of the previoaary

In 2012 the amount of the balance sheet increasénlyrdue to the change in the market price of the
PKC Group Oyj shares on the Helsinki Stock Exchabgging the accounting year the Group invested
0.7 million euros in fixed assets compared with3tEemillion euros of the previous year. All in,dte
book value of fixed assets increased by 5.7 milkonos amounting to 43.1 million euros during the
period of 12 months.

By the end of the year interest-bearing debt obiga amounted to 2.4 million euros, decreasing. gy
million euros during the period of 12 months, imthg the decrease in short-term liabilities by 1.2
million euros (2011: 771 thousand euros). During 12 month period the total amount of capital rent
payments made by the Group amounted to 282 (20):tRousand euros.

The net debt (interest-bearing debt obligationashand bank accounts) of the Group has decregsed b
4.0 million euros amounting by the end of yearld®-million euros. The ratio of net debt to owners’
equity was -2.0% (2011: 6.7%).

During the period of one year the owner's equitytioé Group increased by 8.1 million euros,
amounting to 50.1 million euros by the end of teary

By the end of the reporting period current assetsuated to 28% (2011: 29%) and non-current assets
to 72% (2011:71%), on the other hand, foreign ehpitcounting for 16% (2011: 21%) and owner’s
equity for 84% (2011: 79%) of total assets.

In 2012 the net cash from operating activities Wabs (2011: 1.2) million euros and net cash used in
investing activities was 58 thousand euros (2012:n2illion euros). Proceeds from the issue of share
capital was 0.66 million euros. The Group paid divids of 1.2 (2011: 1.1) million euros and finance
lease liabilities of 0.28 (2011: 0.27) million eardrhe net cash used in financing activities wés 2.

(2011: 0.6) million euros. Cash and cash equivalémtreased, during a year, by 2.5 million euros
amounting to 3.4 million euros. In the previous rgeshey had decreased by 1.6 million euros
amounting to 0.8 million euros.
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BUSINESS SEGMENTS

As of 31 December 2012 the Group was
active in two fields — production and real

estate — where the accompanying risks and
rewards were very different and both fields of
activity had enough weight to form a separate
segment. The share of the trading group
operating within the parent company and, of
Harju Elekter AB, has during the last four

years (including 2012) remained below the
essential 10% and, therefore, it was
recognised as within the composition of other
fields of activities.

Revenue by business segment
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PRODUCTION Revenue by company

The production segment includes electrical
equipment factories in Estonia (AS Harju Elekter 6%
Elektrotehnika), Finland (Satmatic Oy) and 14%
Lithuania (Rifas UAB) which produce mainly

electric power distribution equipment

(substations, cable distribution and fuse boxes)
and automatic and control boards for the energy
sector, industry and infrastructure. AS Harju
Elekter  Teletehnika in  Estonia  which

manufactures products for the data and
telecommunication sector as well as electro-
technical sector, also belongs in this segment.

40%  WASHarju Elekter
Elektrotehnika

MW Satmatic Oy

Rifas UAB

W AS Harju Elekter
Teletehnika

40%

In 2012 production gave 90.4% (2011: 89.6%) of

the consolidated sales revenue. The segment’s
volume of sales increased within a year by 14.1%
amountina to 7.7 million euros

AS Harju Elekter Elektrotehnika

AS Harju Elekter Elektrotehnika, which is fully oea by the Group, is a leading manufacturer and
distributor of MV/LV distribution units in Baltic@untries. The headquarters and plant of Harju Efekt

Elektrotehnika are located in Keila comprising 7% 7t of production, warehouse and office premises.
The average number of employees is 190, incl.3Bavh working in sales and production development.
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The year 2012 can be considered as a total sufmeAS Harju Elekter Elektrotehnika. In October the
sales figures of 2011 were outpaced and only a Waek the all-time turnover record of the company
was achieved. In the beginning of December the biaag estimation of 20 million euros was achieved.
All in all the sales revenue of AS Harju ElektereBfrotehnika increased within the year by 15%
amounting to 21.2 (2011: 18.4) million euros, ofieth42% (2011: 33.5%) was from sales outside
Estonia. Such growth was achieved mainly becausieedincrease in sales volumes in foreign markets,
but also thanks to the increase in the net saleselbe the companies belonging to the Group. The
company sold its products in Finland and Sweden, tanough its partners also in Germany, the
Netherlands, Spain, USA, the United Arab EmiraRgssia and Belorussia. The sales in the domestic
market remained stable.
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The majority (93.1%) of sale revenues was earnethéysales of various electrical installations (201
92.5%). In 2012 the company got a lot of orderssreral new MV and LV products that were sold in
foreign markets. The product groups of energy ithstion and control engineering are showing
intensive growth but prefabricated and distributBubstations for the energy sector still formed the
largest product group of the company. As a redudffective marketing the share of products with a
higher added value in its product portfolio was stahtially increased. The number of orders on
products involving special solutions tailor-made thg company such as distribution substations and
feeder points for wind parks and substations fort@ioer cranes used in ports also had a remarkable
increase. The provision of the world's largestgraged biogas plant in Finland with prefabricatéghh
capacity distribution substations is another imgatriandmark for the company. The developments in
the Swedish, Norwegian and Russian markets shéaddoa seen as a success.

In the end of the 2012 AS Harju Elekter Elektroikhnopened in Keila Industrial Park a new

engineering and development unit — the Developr@emtre — which pools the engineers from product
development and technical departments. The newcongists of 19 employees and in 2013 it will be
complemented by sales engineers. The DevelopmariteOeill be an incubator that will provide sales

units with innovative products and solutions andeoftechnical support to production units. The

Development Centre includes a laboratory for dgymlent of new prototypes and for testing and
introducing samples.

According to the requirements of quality standai®® 9001 and ISO 14001 the recertification of
management systems was carried out in the enceofaar and in January 2013 certificates for the nex
three years were issued. In 2012 the company alsiospveral supplier audits carried out by custemer

Following the principles of quality management aedvironmental policy AS Harju Elekter
Elektrotehnika continually focused on optimisingpimntant processes in the company and on the
efficient use of materials and products in orderréduce the resultant waste to a minimum. The
introduction of the management system 5S continMdhin the framework of the co-operation
contract on engineering studies and research cdedlbetween AS Harju Elekter Elektrotehnika and
Tallinn University of Technology the co-operatioontinued within doctoral studies to develop “smart
grid” solutions, including “Optimising the performee of an energy system in order to balance variabl
load”.

In order to ensure the development and growth ef acbmpany active export marketing will be
continued in 2013 focusing on finding new marketd austomers. In order to enhance competitiveness
the activities related to increasing the effecte@nof the main processes in the company and inmgrov
the organisation of work and the environment ptiwacwill be carefully observed. Additional
opportunities are created by reinforcing the corafen between the companies belonging to the
Group.

Revenue by product group Revenue by market
o 1% 3% 2%
7% ’ M Equipment for 3% pum—
energy/power .
distribution mEtonia
N Equipement for Wkt
industry sector M Russia

m Switzerland
Equipment for
building sector

m Sweden

W Others

B Others
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AS Harju Elekter Teletehnika

The main activities of AS Harju Elekter Teletehnikehich is fully owned by the Group, include the
manufacture and marketing of data and telecommtiaichoxes and other equipment and accessories
and fibre optical cables for the telecom sectoradiition, a range of customer-based sheet metal
products and semi-manufactured articles are prabufmr the electrical engineering sector,
subcontracting works are carried out and servieaslared in the area of sheet metal processing and
finishing. The company also comprises a mecharnipakion, which executes special orders for
companies in Keila Industrial Park, and holds lm@nfor designing, installing and maintaining fred
security systems. The factory is located in Keild the company employs 64 people.

In 2012 sales revenues of AS Harju Elekter Telgkehamounted to 2.96 million euros, increasing by
3.3% compared with the previous year. In the firalf of the year the main target markets of the
company in Nordic countries recovered but the cditipe also got tougher, especially in Finland were
the surplus of the production resources of shegtlnrereased and that put a strong pressure oBri
and delivery dates. In 2012, domestic sale dectdelagel 2% and sales outside of Estonia increased by
22.5%. Sales outside of Estonia accounted for 542041: 44.5%) of sales revenues. Finland was the
main export market accounting for 87.6% of the wehekport turnover, followed by Germany with
5.6%, Sweden with 2.2%, Lithuania with 2.1%, Norweith 1.3% and Latvia with 1.2%. Cabinets for
data communication networks and their fittings wiaiemain export articles.

In the beginning of the year the number of ordeaged to increase and in the end of the first bithe
year the continuation of the increase until the ehthe year was estimated. The increase in sass w
mainly due to customers related to the telecomnatioic sector who, despite the unfavourable
economic environment continued to make plannedsimrents. The instability prevailing in Europe
caused the reduction of sales revenue and lesgpthaned profit from sales in other customer groups
Many customers postponed their large-scale progmtsconfined themselves to essential investment.
The number of small-scale and short-term ordeneased complicating the organisation and planning
of production. In the second half of the year theet metal and telecommunication markets in Nordic
countries shirked making companies to implement-saging programmes. As a result the volume of
orders to the company decreased.
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The year 2012 is also characterised by enteringmavkets and getting acquainted with the needs of
new customers. In 2012 AS Harju Elekter Teletehnilaale the first steps towards entering the German
market where our rack products found, thanks to gartners, their way to the networks of leading
telecommunication operators in Germany. We alsoemiq@ first contacts for delivering our rack
products to Norway. Developments in Sweden were pdsitive as the number of orders filed by our
partner company was constantly increasing. Finiangtill the main export market for the company.
The focus there is on better service of key custerard improving the security of provision.

15



AS HARJU ELEKTER ANNUAL REPORZD12

The company has been working on increasing itsumtbdty for several years and these endeavours
continued in 2012 when the production process awdyttion chain was actively developed. The
performance and efficiency of working processes masitored by different indicators and as a result
the security of provision improved and the produttiime shortened. Noticeable achievements were
made in the introduction of Lean production primespand reducing the misuse of resources. 5S audits
and Lean principles have become an integral paheoproduction process of the company.

During the renewal of the strategy of AS Harju EekTeletehnika the development plan of the
company for the years 2012-2017 was prepared. dde that team work is the basis for a smooth
performance of production processes was repeatedifrmed. In connection with the team work the
improvement of intra-group co-operation, such a® tto-operation with AS Harju Elekter
Elektrotehnika in manufacturing casings for powgstem control centres and substations and with
Satmatic Oy in manufacturing high IP level casisigsuld be mentioned.

The growth of sales turnover and the profit throtigh increase of efficiency and improvement of the
organisation of work will be the key-words for ASaitl Elekter Teletehnika in the near future. The
company also aims to increase the share of produitiisa higher level of integration and added value
and the reduction of simple products allowing onéwm operations. This is supported by the increase
in competence and skills of our employees.

Revenue by product group Revenue by market
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Satmatic OY

Satmatic Oy, a fully owned subsidiary of AS Harjlelger, is a leading producer of automation
equipment for the industrial sector and of eleghdever distribution and transfer equipment in Fiala
The product range of the company covers the nekdastomers from the development of products,
programmes and projects to full maintenance ser@agmatic Oy is also an importer and retailethef t
products of the companies belonging to the Groupimand. The headquarters and the factory of the
company are located in Ulvila near Pori. The comparao has a sales representation in Kerava irr orde
to better service businesses and other customeétslginki-area. The company hires 88 employees.

Despite the volatile economic environment in thebeaone in 2012 Satmatic Oy was able to increase it
sales revenue by 14.5% up to 21.3 million euro® 3&les outside Finland either directly or through
dealers amounted to 60% of the total sales.

Satmatic Oy operates mainly in three sectors: im@isector, energy production and distributiontee

and infrastructure. According to the type of supplyo different production models can be
differentiated: contract manufacturing and projeased product/solution. However, such orders from
customer groups orientated to exports create wingrtaccompanied by risk that such orders may be
easily moved from Finland to some other country nehthe production costs are substantially lower
and/or the final customer is closer. The energydpetion and energy distribution sector including
different renewable energy solutions and investsi@nnuclear power stations where orders are either
made in the domestic market or the closest neigiipoountries show a remarkable increase.
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The activities of the company are based on longr-tmstomer relations where great attention is fiaid
developing first-rate and professional solutionsva#i as to mutually offered added value. In 2042 t
first products and solutions manufactured by immeting Sivacon S8 working principles were
completed. As to project products the moderateceme continued in 2012 and several automation and
control cabinets and installations were handed tiveustomers. One of the most important projetts o
the year was the development of electric solutams their provision to the world’s largest biogéenp

in Vaskiluoto. The sales of car heating switchbeadd charging stations also increased. Theséeartic
were mainly sold through retail sellers. In 2012 ffirst charging cabinets provided with portable
charging device were sold to customers.

For years Satmatic Oy has consistently investethéeting quality requirements and environmental
management standards. In 2012 more attention wastpaguality assurance, while environmental
issues were dealt mostly in connection with eveyydark routine and the administration of the
production units of the plant. In autumn the ratiedation of management systems according to gualit
standards ISO 9001 and ISO 14001 was carried owd passed successfully and SGS Fimko issued
to the company a relevant certificate for the pkrid the next three years. In addition to that, the
production processes of the company were alsoetuty UL Inspection Centre who recognised the
production procedures of switchboards and finaldpots as suitable for USA and the rest of the
American region.

In 2012 the introduction of Lean 5S principles wsarted in order to make the organisation of
production more efficient and the development mj@OSI 2013 with the aim to reduce the
unnecessary waiting time was started. As a reguting-time efforts all sales orders of the company
are now processed electronically and as to purabraiees the needs of providers can be observed.
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In 2013, Satmatic Oy will focus on finding new ausers and more efficient involvement of
wholesaler and retail traders in the sales of stibsis, distribution and transfer equipment, ad al

on increasing on-line sales. The organisation ofdpction will focus on shortening of the delivery
period by implementing the development project TQ813 and on the increase of productivity by
implementing 5S production principles. In orderinorease the sales of renewable products, heating
switchboards for car parks and charging systemsptioducts will be made even more customer
friendly.

Rifas Group

Rifas UAB is a Lithuanian subsidiary of Harju Elektocated in Panevezys. AS Harju Elekter owns
62.7% of its shares. The main area of activitieshef company is the production and marketing of
industrial automation equipment and electric powistribution and transfer equipment. The Rifas
Group (hereinafter “Rifas”) comprises the Lithuaniaanufacturing enterprise, Rifas UAB, and its
subsidiary, Automatikos Iranga UAB, which speckdisn design. The company hires 89 employees.

In 2012 the sales revenues of Rifas increased §%d&mounting to 7.2 million euros. The sales

outside Lithuania accounted for 58% (2011: 32%jphef net sales. Although the sales in the domestic
market decreased by a quarter the company wast@liherease its sales volume in foreign markets.

Sweden and Germany were entered as new marketheuatter became the largest export market for
the company. Supplies to Norway and Belorussiaitoetl, Switzerland and Ukraine were added as
new markets. Sales outside the European Unioneased within a year by 30% and amounted to 1.2
million euros.
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Almost two thirds of the sales revenues were eafn@uh the sales of project based products and
services, one fourth from the management of contahgrojects and a small part from the retail of
electric components. Control switchboard formed ldogest share of product selection. They were
followed by different management systems and paaslsvell as energy distribution products.

The year was characterised by active marketingg&iting new orders and projects, as well as by
numerous meetings and negotiations with currentpanential customers for establishing new business
opportunities on the existing and new markets. Beatde developments took place on the Norwegian
market where the co-operation with the local parimas expanded in order to increase the sales of
distribution panels and control panels for freqyecenverters. After years of hard work and sucegssf
audits, the Lithuanian subsidiary, Rifas UAB, wasagnised as an official co-operation partner and
supplier of such international corporations as AB®B GE Energy.
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Revenue by product group Revenue by market
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In addition to finding new customers and marketsdbmpany also focused on the organisation of the
company in 2012. Changes were made in the managesiece January 1, 2013 Aidas Setikas is the

chairman of the Management Board of Rifas UAB aedesal departments got new managers. As a
result of these changes the administration of trapany was supplemented by several experienced
specialists and the competence of managing thenaltprocesses and improving the efficiency of the

company increased substantially.

In 2012 standards of environmental management, 1&@1, occupational health and safety, OHSAS
18001, and the international quality standards, 8901, were introduced in the management of the
company. In 2012, the recertification of the mamaget systems according to quality standards 1ISO
9001 was passed successfully and BVQI issued thpaoy a relevant certificate for the period of the
next three years. Company's other investments amelapments were mainly connected with acquiring
software licences and creating and developing afanodocument management system, as well as with
preparations for the introduction of the systemnfi@asuring the performance of providers (KPI).

For the further development of the company the nfiagus will be put on the reinforcement of the
strategic relationship with existing co-operatioartpers and on active marketing for finding new
customers and projects. Internally the main focilisbe on the improvement of business processes and
the qualification of the personnel, especially tagabilities of engineers and the instruction afhhi
quality documentation system.
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REAL ESTATE HOLDING AND OTHER ACTIVITIES

Revenue by activity
The sales revenues of the real estate segment
(parent company) and other non-segmented
activities (parent company and Harju Elekter AB) 430,
totalled 9.6% (2011: 10.4%) of the consolidated
sales revenue, out of which intermediary sale of
products formed 50.6%, rental income 43.0% and
income from mediation and rendering of services
formed 6.4%.

6%

51%

o Intermediary sale of
products

M Rental income

Income from
mediation of services

Real estate holding

The sales revenues of the segment were 2.4 malimos, keeping the level of the previous year. &ent
income increased by 5.6% amounting to 2.2 milliaros, accounting for 91.0% (2011: 86.2%) of the
profit of the segment. Due to the opening of thergn market, part of the clients started to buy
electricity on the open market, which was the nmaason for the sales revenues from selling of sesvi
to decrease more than 100 thousand euros. Rengiirlig and other services gave 9% (2011: 13.8%)
of the sales revenue of the segment.

Other activities

During the reporting period, the sales revenuestiér non-segmented activities increased by 9.7%
amounting to 2.7 million euros and forming 5.1%X205.2%) of the Group's sales revenues. The main
revenue source was the intermediary sale of prediRevenue from the sales of other services was 31
(2011: 18) thousand euros.

AS Harju Elekter

AS Harju Elekter is the parent company of the Grdigpactivities are divided into two segmentReal
estateand Other activities.Unallocated activities include the coordinationcofoperation within the
Group, management of subsidiaries and related coiegpahrough their supervisory and management
boards, management of the finances and investroéthe Group and management of development and
expansion activities as well as managing of persbrii and communication services and guaranteeing
the professional operation of the corporate stdsésies located in Tallinn, Tartu and Keila selthbo
products of the Group and related companies aret gitods necessary for electrical installation work
mainly to retail customers and small and mediuracgsizectrical installation companies.

The business activity of the Parent company givé$68(2011:10%) from the consolidated sales
revenues.

Harju Elekter AB

In 2010, the Group founded a representation are$ saljanisation, Harju Elekter AB, in Sweden. AS
Harju Elekter has a share of 90% in the subsidvenjle AS Vallin Baltic holds 10% of the share
capital. The main activity of the company is thieimediary sale of products. With the establishnoént
the subsidiary, Harju Elekter AB, the Group incexh#ts presence in the Swedish market and created
new opportunities for increasing sales by offerswgstomers a wide selection of products, namely
electro-technical products, manufactured by thepaores of the Harju Elekter Group.

During the first years of activity, Harju ElekteiBfhas focused on the mapping of the market; finding
out the needs and demands of the customers; bgirthim products and solutions of the Group in
conformity with local requirements; drawing up adiging materials for products and services; and
distributing informationThe work has been fruitful and in 2012 the sharthefSwedish market in the
sales revenue of the Group increased up to 2.4%1(2ZD6%).
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RELATED COMPANY
AS Draka Keila Cables

AS Draka Keila Cables is the largest cable manufactin the Baltic States. The company's share
capital is divided between cable manufacturer Pigsrroup (66%) and AS Harju Elekter (34%). The
Keila factory specialises mainly in the producti@haluminium power cables. In addition to its own
products the company, as the representative dPtyemian Group in the Baltics, markets a wide range
of Prysmian Group products. The company hires 98 @yeres.

The customers of the company include power netwodksl constructors of power and
telecommunication networks. The company sellsntglpcts via wholesalers of electric goods, as well
as through the retail shops of AS Harju Elekteditrg group. A remarkable part of the net saledef t
company consists of the sales to other companidseotroup who market the production of the Keila
plant in their home markets. The production of &® Draka Keila Cables is mainly marketed in
Estonia, Latvia, Lithuania and Scandinavian coestend to lesser extent in other EU countries,edls w
as outside of Europe.

The year 2012 was very successful for AS Drakaak€idbles. The company's security of provision
exceeded 95%. Surplus spending on materials decteagstantially and the turnover in the Baltic
countries and, thanks to the inter-group salexy aisother markets increased. The sales revenue
increased by 14% amounting to 51.8 million euros.

In 2012, AS Harju Elekter consolidated a profitnfraelated company in amount of 1.1 (2011: 0.5)
million euros. The economic results of the relatethpany are presented in the consolidated financial
statement using the equity method.
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In the field of production, all the efficiency imditors of the company improved: surplus spending on
materials continued to decrease and security gblgwas well as productivity per employee improved.
In 2012 the company made investments in the anmfub®1,000 euros. It invested in the improvement
of the efficiency of the plant and the reliabilif the machinery as well as in the reduction ophkig
spending of materials. In the field of developihg guality system, significant progress was made in
reducing incompliance in the production, the numifedefective products and claim reports related to
service.

In 2013, focus is going to be still on the reductmf surplus spending on materials, improvement in
production efficiency and the increase of productiapacity through the improvement of the existing
machinery.
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OTHER FINANCIAL INVESTMENTS

SIA Energokomplekss

SIA Energokomplekss is a sales organisation, fodnoke 2006. At the beginning the Group’s
participation in the Latvian company SIA Energokdekgs was 10% and it was increased to 14% in
2009. Holding in SIA Energokomplekss makes it pgalesto participate together in invitations-to-
tender for MV and LV equipment in Latvia. In 201Be company paid dividends and AS Harju Elekter
received dividend profit in the amount of 23.4 (2024.6) thousand euros.

PKC Group Oyj

PKC Group Oyj (hereinafter PKC) is a Finnish pullitaded company, which manufactures cable
insulation for the automobile, telecommunicatiorl &bectronics industries. In 2012, sales revenue of
PKC was 928.2 million euros and the Group employi€ethousand people.

PKC shares are quoted on the Helsinki Stock ExahafA§ Harju Elekter is one of top-10 holders of
PKC shares with a stake of 6.4% as at Decembe2®IR2. The market price of the shares decreased in
2012 by 4 euros and on the last day of tradingptie of a share on the Helsinki Stock Exchange was
15.43 (2011: 11.43) euros. PKC shares are valutittibalance sheet according to market price asd th
change in the market price of the shares has atdifduence on the Group’s assets. During theqgkri

of 12 months the fair (i.e. market) value of finEh@ssets increased by 5.3 million euros up td 21.
million euros.
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For the financial year of 2011, PKC paid a dividexid.60 euros per share which is a total of 0.83
million euros, compared to 0.55 euros per shag9i0, totalling 0.77 million euros. In 2012, theoGp
sold 15,400 PKC shares, the nonrecurring profitsfoich amounted to 175,000 euros.

Share of PKC Group Oyj in 2010-2012

2010 2011 2012
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PERSONNEL

In 2012 the development of the labour market witthie region of operation of the Group has been
favourable, employment has been steadily increasimbthe unemployment rate has been continually
decreasing. However, the entering of new peopl¢hen labour market is slower that before. The
importance of the lack of labour force and the tieddy high structural unemployment as factors
hindering production has also grown. The wage léwelhis branch of activity and the outflow of
gualified specialists from the country (especidittyn Estonia and Lithuania) also makes it diffictat
find highly qualified labour. The lack of highly glified labour has again spotlighted the subject of
raising wages.
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As at the balance day on 31 December, there wet¢201.1: 457) people working in the Group and the
average number of employees was 452 (2011:427)ldyewp wages and salaries totalled 9.1 (2011:
7.7) million euros in the year 2012. The averaggasgper employee per month have increased by 12%
amounted 1,684 euros. The biggest increases taae ph Finland. It is important to note, that the
average wage in Finland and Sweden exceed thd&&gtamia and Lithuania by almost triple.

The majority of the Group’s employees — 299 peepl@orked in Estonia, including 45 people who
worked in the parent company. At the end of the,yéere were 88 people working in Finland, 89 in
Lithuania and 2 in Sweden. From 478 employees wgrki the Group 376 of them were men and 102
women, 100 of whom have higher education, 328 medplve secondary or vocational secondary
education and 50 have basic education. In ordenpoove the skills and qualifications of employees
joint in-service training courses have been startedco-operation with higher and vocational
educational institutions.

Harju Elekter Group is characterised by is itsdoliganisational culture. The high percentage oo
term employees motivates newcomers to preservedanelop this culture. 54.3% of employees have
worked in the Group for over five years

The average age of the Group’s employees has rethatable, and was 40.3 years in the accounting
year. To find new competent employees, Harju Elekteoperates with universities and vocational
schools which in summer use the companies of tloeigseither as their basis for vocational training o
in the framework of in-service training or retraigi programmes. For over ten years now, AS Harju
Elekter has had close co-operative relations wahifin Technical University, since 2010 as Golden
Sponsor. Over the years, altogether 41 Bachalodaster's degree students have participatedein th
scholarship programme and six young engineers amertly employed by the Group. Also Harju
Elekter carries out several co-operation programmiis the Tallinn Vocational Education Centre,
Tallinn Polytechnic School, TTK University of Appli Sciences, and other schools. Finnish subsidiary
continues a close co-operation with Satakunta Usityeof Applied Sciences and Tampere Technical
University.
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Employees by country Length of service

B up to 5 years

H 6-10 years
M Estonia
. 93
H Finland 11-20 years
Lithuania
H Sweden M 21-30 years

® more than 31
years

109

During the reporting period, companies in the Groaptinued to focus on optimising costs and making
their operation more efficient. Field exercises draining organised for employees at companies
located in Estonia were aimed at improving profassi skills and qualifications and raising the

efficiency and reducing spending surplus matefigismplementing the 5S-model. Besides that, first
aid courses are organised after every three yewrsspecial courses introducing the most important
amendments to the relevant laws are offered to wgrnvironment representatives. All employees are
constantly briefed about waste handling and thargsation of the waste sorting in the company.

The Group has many possibilities for motivatingoggsonnel:
a bonus system linked to operating profit. The sehénvolves all employees. Bonuses dependent
on profit motivate employees to always consideraheome of their work for the company as a
whole;
share-option schemes, aiming at involving membegtiseodirecting bodies and employees of
companies of the Group as well as members of thedsmf related companies as shareholders to
motivate them acting in the best interest of theupr
the cross company as well as cross-border emplya®ange programmes, promote the rapid
development of knowledge and skills within the Gra@und offer rotation opportunities.

Harju Elekter is a responsible and caring emplmfézring its employees contemporary working and
recreation conditions. The Group is involved in stouctive co-operation with the Keila IndustrialrlPa
trade union, one of the main outcomes of whichallective labour agreement. The stability, social
guarantees and motivation scheme offered by Hdgkt& promote trust between the company and its
employees and prevent the disruption of work.
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INVESTMENTS AND DEVELOPMENT

In 2012, the Group investments to real estate,ilbénfixed assets and intangible fixed assets lintal
0.7(2011: 3.1) million euros.

Investments and development

investments R&D

million euros million euros
3,5 2,0
3,0 -

2,5

2,0
1,5

1,0

0,5

0,0 | | | - 0,0

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

I |nvestments =—R&D costs

As a whole the investments can be divided into tategories: half of them aimed to support and
ensure the Group’s further development and ther dthk includes renewable investment that is made
to ensure that production premises and technologykapt up-to-date and comply with the quality
requirements.

The development of the AX2009 production managenssmd accounting software programme in
Estonian companies of the Group was continued.o@gh the largest investments related to it were
made during the period from 2009-2011, the compaontinued the identification, adjustment and
introduction of new modules and additional optiols.2012 the modules for the management and
analysis of security of provision and internal miss were introduced. Investments in the developmen
of the economic software made during the accounyiegr amounted to a total of 74 (2011: 57)
thousand euros, while investments in informatiochit®logy equipment amounted to 18 (2011: 59)
thousand euros.

In 2012 new website based on free software comuedll Estonian companies of the Group was
created.

Work involving grants from the European Union stanal funds in the development projects of the
Group continued. The projects were mainly aimeddexeloping key activities of the companies,
preparing strategies and training the personneprrrement in qualifications, team work training).
With assigned technology grants the production lo#ipa will continue to be enhanced through
improving the technology which resulted in the ioyed quality and security of supply necessary for
successful export activities as well as shortedpetion cycles. In 2012, assigned grants were vedei
for acquiring machinery and equipment in the amafnt4 (2011: 59) thousand euros, for personnel
training in the amount of 4 (2011: 21) thousandswand for development in the amount of 11 (2011:
19) thousand euros, totalling 29 (2011: 99) thodsauros.

According to the development principles of the GrowHarju Elekter aims at the continuous
modernising and development of new products to nieetneeds of its customers and to improve
production technology. In 2012 the developments;astcost price, of the Group amounted to a tiftal
0.56 (2011: 0.47) million euros, accounting for%.af the Group’s sales volume.

The main product development resources of the Gaveponcentrated in the Estonian subsidiary, AS
Harju Elekter Elektrotehnika.; Satmatic Oy and RifdAB specialise in industrial products and the
development of renewable energy solutions.
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The year 2012 was diverse and interesting for gterttan product development team. In the end of the
year the company opened in Keila Industrial Parkesv engineering and development unit — the
Development Centre — which pools the engineers fpomduct development and technical departments
of AS Harju Elekter Elektrotehnika. The new uninsts of 19 employees and in 2013 it will be
complemented by sales engineers. The DevelopmariteOeill be an incubator that will provide sales
units with innovative products and solutions andemoftechnical support to production units. The
Development Centre includes a laboratory for dgyakent, building and testing of new prototypes and
for introducing new product samples.

Due to the market demand AS Harju Elekter Elekinoilea had to develop special solutions for several
standard products. The range of basic productshén product portfolio of the company and the
professional skills of engineers working in the Bleypment Centre are adequate for such solutions
while flexibility and customer orientated approaadds value to the whole sales procedure. In additio
to the development of standard HEKA type substatseveral special orders were executed such as a
substation with a green roof and a substation dealiwith concrete pillars and park benches for the
Swedish market. A feeder point with rustproof cgsimas specially developed for the Norwegian
regions were extreme weather conditions prevail. tB& basis of the needs of a customer the
development team created substations for contarares that have already conquered most of the
world’s ports in America, Australia, Spain, the Netiands and the United Arab Emirates. The product
has been well accepted by customers, as well ggdducers. In 2012 the development of universal
products was continued by the addition of the kptainovative substation casing with a modular
structure. As to large HEJA type substations, thgept of Vaskiluoto biogas plant that probably
exceeded all the previous projects for its compyeaind capacity should be mentioned. Several new
switchboards tailored specially to meet the neewkraquirements of co-operation partners or certain
markets were developed for the market of smalless&lndard switchboards.

In 2012 a substantial part of the product develagmesources of the Keila Development Centre was
used to prepare the tender for the state procurtemaslished by the Estonian network operator,
Elektrilevi. The outcome of the procurement will fpgblished in the first half of 2013.

Subsidiaries in Finland and Lithuania focused ovettigoment projects related to renewable energy and
offering suitable solutions related to them. In 204 solar power station with the capacity of 50kMs
installed on the roof of the Rifas UAB productiatesand a solar power station with the capacity of
30kW on the Finnish production unit. In 2012 tharfsh solar power station was supplemented with
another 30 panels and another solar power statithrtiee capacity of 20kW was built on the roof loét
Keila production centre. Satmatic Oy increasedstiles of solar energy installations and solutidihe:
development of heating boards for car parks andgahg cabinets continued and resulted with the
solution for remote control system for heating logdior car parks. Remarkable step forward was also
made in the development of charging cabinets fectdt cars where a slow as well as medium-fast
charging system for means of transport was cregitédte request of a customer.

The companies of Harju Elekter Group participatedgecialised fairs presenting their productiorgean
related to energy distribution networks. In Febyulve company participated in the largest energy
sector fair in Finland held in Tampere, and in Agn the composition of the Estonian joint staid,
the electrical engineering fair in Hannover. Iniéidd to that several smaller regional fairs wergted
such as the construction fair in Pori, the subemting fair in Tampere and SLO electricity fairs in
Kuressaare and Tallinn.
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QUALITY MANAGEMENT AND ENVIRONMENTAL POLICY

A high quality business and management model isafrtbe assets of the Harju Elekter Group. The
objective is to develop business processes, pesctiod systems based on the principle of continuous
improvement and in accordance with the custome¥eta and expectations. Quality development is a
continuous process where every employee has aateol to play. The Group particularly emphasises
the handling of customer feedback so that the sacgsnformation reaches the relevant employees
with minimum delay and that corrective and prewantiction can be effectively implemented.

The production processes of AS Harju Elekter do Im@te a significant negative impact on the
environment. Nevertheless, the companies of theu@nmmonitor and measure their environmental
impact according to the environmental policy, oiganhazardous waste collection and transfers to
waste handling companies. Taking care of the enmemnt is part of the daily routine of all the Grtaup
companies. The companies of the Group follow aesysddeveloped for the collection of packages and
packaging waste and for the recovery of packagiagtevin accordance with the requirements of the
Packaging Act. The Group is a contractual partfi¢ne non-profit association, Estonian Pack Cycling
The stores of the AS Harju Elekter commerce grogamise the collection, recycling and disposal of
unusable electronic devices (boilers) in accordavitethe Waste Act.

During the reporting year subsidiaries past seva&rpplier audits carried out by customers. Foll@wvin
the principles of quality management and envirortalepolicy the company continually focused on
optimising important processes and on the efficiegsg of materials in order to reduce the resultant
waste to a minimum. Fire safety training was orgeadifor workers which consisted of a theoretical pa
as well as a field exercise. Estonian and Finnighsisliaries continued the introduction of 5S
production principles in order to increase the painyity. The Finnish subsidiary also started the
development project TOSI 2013 with the aim to redilne delivery period.

According to the requirements of quality standal®® 9001 and ISO 14001 the recertification of
management systems was carried out in the subsifliaiHarju Elekter Elektrotehnika and in January
2013 certificates for the next three years wereeds The recertification of management systems
according to the quality standard ISO 9001 was eisded out in subsidiaries Satmatic Oy and Rifas
UAB and the relevant certificates were issued tnttor the next three years. Regular annual audits
were carried out in AS Harju Elekter TeletehnikheThext recertification will be carried out in 2014
Consequently, the organisation of production irtta#l companies of the Group meets the requirements
of the international quality and environmental ngaraent systems, 1ISO 9001 and ISO 14001.

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

. 1S09001;1S014001 up to
HE Elektrotehnika (since 2000) 1/2013
HE Teletehnika 1S09001;1S014001 up to
(since 2002) 1/2014

: 1S09001 up to

Rifas 1SO14001 | 155015
OHSAS 18001
Satmatic 1S09001 1SO14001 1072‘)0t105
Draka Keila 1SO9001;1S014001 up to
Cables (since 2000) 3/2015
- recertification
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SOCIAL RESPONSIBILITY AND CHARITY

The environment around us creates, as well assliraiir opportunities to act. During its almost half
century history of operation Harju Elekter has beemne of the largest and most successful companies
in Keila and in the region around it and we feel ha&ve to take responsibility for the general
development of the society, as well as the wellpedt the local community. For us, social
responsibility means daily considerations how tetibute to making life better in Estonia.

We have always supported financially and in othaysvmany initiatives that we strongly believe in.
We value highly the long-term co-operation that esakhe support more efficient. We continue
supporting good ideas also in the future. Overyears four major areas of sponsorship have evolved
within the Group.

Bearing of social responsibility

Harju Elekter as a local large-scale enterpriseoisscious of a certain responsibility for the gaher
development of the region and the well-being ofldwal community focusing mainly on children and
youth by supporting their educational efforts apeérgling their leisure time in good surroundings.
Therefore, the Group has concluded long-term sgshgnagreements with the Keila School as well as
kindergartens, sport and hobby clubs in Keila.

Supporting the education of engineers in Estonia

The company works in close co-operation with Estor@ducational institutions in order to promote and
develop the educating of engineers. Harju Elelgea golden sponsor of Tallinn Technical University

granting every year up to three scholarships fahBor's as well as Master’'s degree students in the
field of electricity and mechanics. The Group atswories out several co-operation programs with the
Tallinn Vocational Education Centre, Tallinn Polgtt@ic School and the Tallinn Construction School.

Finnish subsidiary had a close co-operation wittal8ata University of Applied Sciences and Tampere
Technical University.

Supporting and inspiring young sportsmen

The company has, above all, supported youth spéotaising on long-term and constant sponsorship
and taking into account the popularity of the spdfor several years the company has sponsored the
young skiers and athletes of Nordic countries comtbiwith the Estonian Ski Association. As from the
season 2008/2009 the company has also supportgduhg skiers, Algo Karp and Kein Einaste. The
youth projects of the Estonian Ski Associationas® aimed at the future focusing on the Winter
Olympics in Sochi in 2014.

Promoting recreational sport among the employees

In co-operation with the Harju KEK Athletic Club va® everything we can to facilitate an active and
sporting lifestyle for our employees. Healthy waskefull of energy, represent a priceless valuth&o
company.

Total amount of different support programmes in2@fnounted to 19.8 (2011: 15.1) thousand euros.
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CORPORATE TARGET FOR 2013

The key to the development of the Group is contlgua finding new markets and new customers, as
well as in increasing the sales of the Group’s potsl outside of Estonia, especially in neighbouring
countries, in other European Union countries amthéu. In 2013 the Group will focus on finding new
projects and involving customers and co-operatiartngrs in Scandinavian countries, especially in
Sweden.

The Group’s expansion from product centred saldbdcarea of developing software programmes for
controlling technological processes and power suppll continue. The goal is to offer clients
comprehensive solutions which include electricaligapent, as well as programmes for their control.
High quality customer relations have a criticakrbere.

The Group directs more and more resources intoélelopment of products meant for end customers,
in which lie long-term success and greater profitgb As regards the range of products and sesvice
the future aim is to offer a comprehensive servitarting with the development and production &f th
product and ending with the provision of guarant®s maintenance services.

The Group continually needs to focus on optimisingts and making the operation of the organisation
more efficient. Subsidiaries continue to increase &fficiency by following the Lean production
principles and implementing the 5S-model.

Today, consumers are more and more oriented dicgmbased on renewable energy that offer energy
efficient, individualised metering and monitoringgsibilities. The targets and tasks of product
development of the Group for the next few yearsehéieen drawn up bearing in mind these

developments. Finding novel solutions and recoggisiew opportunities are the priorities of the

development and the most important task for theneeging personnel of the Group's companies.

Companies of the Group continue to construct gudaver stations and using the energy produced for
self-consumption. However, in countries where ftassible the excess energy will be directed tdipub
energy networks. By producing and selling or corisgnsuch energy a substantial amount of resources
can be saved.

In order to increase the competitiveness of theu@rihe co-operation between its subsidiaries gets
closer year by year. The Estonian companies belgnigi the Group use the same trade mark and co-
operate also in marketing, e.g. use the same imfthom channels and presentation material. Closer co
operation between the companies of the Group ay éeeel offers additional opportunities for making
flexible use of the Group's resources.

The Group has systematically reinforced its knowrHy concluding license agreements, contributing
to the improvement of qualifications and profesaloskills of its employees, etc. Investment in
personnel is manly targeted to the improvement rofgssional further education and raising their
gualifications.
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SHARE AND SHAREHOLDERS

The shares of Harju Elekter were first listed oa Wallinn Stock Exchange on September 30, 1997.
Tallinn Stock Exchange is part of the largegsthange company in the world, the NASDAQ OMX
Group, which was formed in 2008 after the mergahefBaltic and Nordic stock exchange group OMX
and theNASDAQ Stock Market. It delivers trading, excharigehnology and public company services
across six continents, with over 3,900 listed camgss

The share capital of AS Harju Elekter is 12.18 imilleuros which is divided into equal ordinary gsar
The symbol of a AS Harju Elekter share in NASDAQ ®Ns HAELT. ISIN: EE3100004250. The
nominal value of a share is 0.70 euros. All sharesfreely negotiable on the stock exchange anld eac
share confers an equal right to vaiad to receive a dividendll the shareholders of the company are
equal and there are no separate restrictions eeagmts concerning the right to vote. Accordinth®
information available to AS Harju Elekter the agneamts concluded with the shareholders do not
include any restrictions related to the transfesludres; neither do they include any spegibever of
audit.

In 2012, the NASDAQ OMX Tallinn index OMXT increasdy 38.2% to 734.2 points lifting the
Tallinn Stock Exchange among the first ten in tlwldd This was an anticipated recovery of the marke
after the downfall caused by uncertainty that aéidcEuropean financial markets in 2011. The
companies listed in the Tallinn Stock Exchangewddd, their economic results improved and this was
reflected in the rise in prices of their sharese MX Baltic Benchmark Cap Gl increased by 21.8%
during the year. However, the turnover of stockhexme transactions has fell to 136 million euros
which is even less than in the first year of operaof the Tallinn Stock Exchange i.e. in 1996 witles
actual trading lasted only 7 months. In 2012 therage daily turnover of the stock exchange was 0.54
(2011: 0.74) million euros and the average tramsactolume was 2,603 (2011: 2,239) euros. The
large-scale transaction with Tallink shares and uhsuccessful IPO of Pro Kapital were the most
outstanding events of the year in the stock exohang

Key share data

EUR 2012 2011 2010 2009 2008
Number of shares (in thousand) 17,093,443 16,800,000 16,800,000 16,800,000 16,800,000
Nominal value 0.70 0.70 0.64 0.64 0.64
Closing price 2.64 2.28 3.02 2.07 0.99
Market value (in million) 45.94 38.30 50.74 34.78 16.63
Earnings per share, EPS 0.21 0.17 0.13 0.07 0.15
P/E 12.57 13.41 23.39 28.14 6.76
Dividend per share *0.09 0.07 0.06 0.05 0.06
Dividend yield (%) 3.4 3.1 2.0 2.5 6.5
Dividend payout ratio (%) 445 42.4 46.5 69.9 43.6

* Proposal of the Management Board

The share price of AS Harju Elekter increased ih2By 15.8% amounting to 2.64 euros and, as of
December 31, the market value of the Group was dfillfbn euros. The total amount of transactions
was moderate but the number of shares traded seulea 760 thousand shares were involved in
transactions. The list of shareholders also ineadt the end of 2012, AS Harju Elekter had 1,507
shareholders.
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EUR 2012 2011 2010 2009 2008
Highest price 2.80 3.54 3.14 2.99 3.45
Lowest price 2.30 2.19 2.02 0.67 0.95
Closing price 2.64 2.28 3.02 2.07 0.99
Change (%) 15.8 -23.8 45.9 107.0 -70.9
Traded shares (pc) 759,869 663,917 2,039,910 1,559,830 4,634,592
Turnover (in million) 1.88 1.88 5.40 2.14 11.39

Share of AS Harju Elekter in Tallinn Stock Exchange 2010-2012
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Shareholders structure

At the end of 2012, AS Harju Elekter had 1,507 shalders. The number of shareholders increased
during the year by 65 persons. The largest shatehaf AS Harju Elekter is AS Harju KEK, a
company based on local capital which as at Dece®be?012 held 31.70% of AS Harju Elekter share
capital. Members of the supervisory and managetneatd and persons or companies associated with
them hold 7.97% of the shares. The comprehensveflishareholders is available at the websitéef t
Estonian Central Register of Securities (Www.estegieg.
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Shareholder structure by size of holding at 31 December 2012

Holding No of shareholders % of all shareholders % of voteséid
> 10% 2 0.13% 42.61%
1.0-10.0% 7 0.46% 27.11%
0.1-1.0% 53 3.52% 15.75%
<0.1% 1,445 95.89% 14.53%
Total 1,507 100.0% 100.0%

Shareholders by country > 5% shareholders

1%1% 6%

59 2% 8%

11% 80% B AS Harju KEK

B Estonia

H Luxemburg
W USA

| Sweden

M Finland

W Others

Dividends

11%

32%

m ING Luxembourg S.A.

= Mr Lembit Kirsme

m Mr Endel Palla

43% m Others

According to the dividend policy of the Group ohird of the financial year’s net profit is paid cag
dividends. In addition the Group has an establigivadtice of paying out dividends on gains fromeoth
financial investments. The actual ratio will be etetined based on the Group’s cash flows,
development prospects and funding needs.

As a result of strong capitalisation the ManagenBadrd proposes to pay a dividend of 0.09 euros per
share, totally 1.57 (2011: 1.18) million euros fbe financial year 2012. This is 44.5% (2011: 42%)
from total net profit.

Dividends history
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CORPORATE GOVERNANCE

Corporate Governance Report 2012

As a company Harju Elekter follows the ArticlesAdsociation of the company, the relevant legistatio
of the countries in which it operates and as aiputadmpany, Harju Elekter also observes the rufes o
the Tallinn Stock Exchange, the Principles of tleepgbrate Governance Code and the requirements to
treat investors and shareholders equally. Accoldirtgarju Elekter complies, in all material respect
with the provisions of CGC. Explanations for depees from CGC are provided below. In addition, our
corporate governance report contains information tb@ annual general meeting of 2012, the
supervisory board, the management board and egpldarju Elekter's governance structure and
processes.

CGC Article 1.3.3

An issuer shall make attendance and participatiothe general meeting possible by means of
communication equipment (e.g. the Internet) iftdehinical equipment is available and where doing so
is not too cost prohibitive for the issuer.

Since Harju Elekter does not have the requirednieehequipment and acquisition of such equipment
would be costly, currently attendance and parttaypain general meetings is not possible by medns o
communication equipment.

CGC Article 2.2.1

The Chairman of the Supervisory Board concludesomtract of service with the member of the
Management Board on the fulfilment of his or hetietu

The Management Board of the company has just omeb®ie Managing director/CEO is responsible
for the performance of company’s strategic are@saldo concludes the contract.

CGC Article 2.2.7

The basic salary, performance pay, severance pagr @ayable benefits and reward systems of each
member of the Management Board, as well as theitifiant characteristics are presented in a clear
and unambiguous form on the issuer's website andhen CGC report. The presented data are
considered clear and unambiguous if they directiyress the extent of the expenses to the issubeor
extent of the likely expenses as of the day ofodisie.

The pay of a member of the Management Board isngiweManaging Director/CEOQ. The rate of pay of
a member of the Management Board and the sevepaycis set out in the contract of service and shall
not be disclosed to the public under an agreemetwden the parties. The manager is entitled to
receive a severance payment in the amount of 10thwomemuneration of a member of the
Management Board.

Performance pay is paid to the members of the Mamagt Board on an equal basis with the parent
company’s administrative. The performance pay $rifiuted according to the basic salary and work
performance and the performance pay of the mentddfettse Management Board is approved by the
Chairman of the Supervisory Board. 80% of the peréonce pay is paid by quarter; the remaining 20%
is paid after the results of the financial yearénheen determined.

Management, incl. Managing Director/CEO is paidaammual bonus of 0.3% of the consolidated net
profit (belonging to the owners of the parent comypan total. The annual bonus is approved by the
chairman of the Supervisory Board and is paid dftergroup’s annual statement has been audited.

Additional remuneration for the length of employres paid to all permanent employees (incl.
Managing Director/CEO) on the basis of their lengtlemployment, including permanent employment
in the Harju Elekter Group. The rate of additioreahuneration is up to 10% of the basic salary.

CGC Article 2.3.2

The supervisory council shall approve transactitimst are significant to the issuer and are entered
into between the issuer and a member of its manegeboard, or another person connected or close
to them, and shall determine the terms of suchstiations. Transactions approved by the supervisory
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council between the issuer and a member of the geanant board, or a person connected or close to
them, shall be published in the issuer’'s Corpofaternance Report.
In 2012 no such transactions were performed.

CGC Article 3.1.3

The Supervisory Board shall regularly assess thévities of the Management Board and its
implementation of the Issuer’s strategy, financahdition, risk management system, the lawfulnéss o
the Management Board activities and whether esslemtiormation concerning the Issuer has been
communicated to the Supervisory Board and the pua$ required. Upon the establishment of
committees (audit committee, remuneration commiéteg by the Supervisory Board, the Issuer shall
publish on its website their existence, duties, begship and position in the organization. Upon
change of the committee structures, the Issuet phalish the content of such changes and the gerio
during which the procedures are in effect.

In June 2010 the Supervisory Board of AS Harju tlekormed the Audit Committee of the company
following the relevant requirement provided forthye Authorised Public Accountants Act, affirmed its
Statutes. In 2012, members of the Supervisory BodrtHlarju Elekter, Triinu Tombak and Andres
Toome act as members of the Committee. The Audii@ittee has the following tasks: observe and
analyse the processing of financial informatiore #ificiency of risk management and internal audit;
the process of audit control of annual accountscamgolidated accounts; the independence of thié aud
company and the auditor who represents the firmuadfitors on the basis of law; as well as to submit
proposals and recommendations to the Supervisoon€loin issues provided by law. Details of the
Audit Committee and its position in the organisatiull be available on the company’s website.

CGC Article 3.2.5

The rate of the member of the Supervisory Boardaral/ the payment procedure established by the
general meeting shall be presented in the issUBGE report, separately pointing out the basic sglar
and additional remuneration (including severancyg pad other payable benefits).

The shareholders’ general meeting of Harju Elektas the competence to elect and approve the
membership of the Supervisory Board and the ternitsofappointment. The shareholders’ general
meeting which was held on 3 May 2012 appointedntieenbership of the Supervisory Board for the
following 5 years, setting 750 euros a month agterate for a member of the Supervisory Board and
1,600 euros a month for the Chairman of the SuperyiBoard, while the Chairman of the Supervisory
Board working in company’s management shall beesttbjo the reward system used in AS Harju
Elekter (see also CGC explanation for CGC Articl2.2). No severance pay is allotted to members of
the Supervisory Board.

CGC Article 3.2.6

If a member of the Supervisory Board has attendsd than half of the meeting of the Supervisory
Board, this shall be indicated separately in thegeoate Governance Recommendations Report.
During the reporting year, there was only one memby® attended less than half of the meetings.

CGC Article 3.3.2

A member of the supervisory council shall promptfgrm the chairman of the supervisory council and
the management board of any business offer relatatie business activity of the issuer made to the
member of the supervisory council or a person claseonnected to the member of the supervisory
council. All conflicts of interests that have arisduring the reporting year shall be disclosed he t
Corporate Governance Report along with their reiols.

Members of the Supervisory Board must avoid anyfliobrof interest and follow the requirements of
prohibition on competition. The Supervisory Boamidahe Management Board work in close co-
operation, acting according to the Articles of Agation and in the best interests of the compard/ an
its shareholders. In 2012 no conflicts of interestsurred.

CGC Article 5.3

Among other things, the issuer’'s general strategic trerapproved by the Supervisory Board are
available for shareholders on the issuer’s website.

The company’s Management Board believes that giyagea business secret and should not be made
public. However, the general trends and significengtics have been included in the Management
Board’s management report published as a mandatmgx to the annual report.
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CGC Article 5.6

The issuer discloses the times and places of ngsetirith analysts and of presentations and press
conferences for analysts and investors or instihdl investors on the issuer’'s website. The issuer
enables shareholders to participate in these evants makes presentations available on its website.
The issuer shall not hold meetings with analystpresentations for investors immediately before the
dates of disclosure of financial reporting.

The company's activities are always based on thacipie of fair treatment of shareholders.
Mandatory, significant and price sensitive informoatis first disclosed in the system of the Tallinn
Stock Exchange and then on the company’'s websitadtition, each shareholder has the right to
request additional information from the companpédtessary and to arrange meetings. The company’s
Management Board does not consider it importaketp a time and agenda schedule of meetings with
different shareholders. This rule applies to alletimys, including those immediately preceding the
disclosure of financial reporting.

CGC Article 6.2

Electing the auditor and auditing the annual acasun

The general meeting of the shareholders of HarpgktEl of 3 May 2012 elected an auditor for the
company for the period 2012-2014; the elected audt the auditing company KPMG Baltics OU.
Information on the auditor is available at the camgs website on the Internet. The auditor will
receive remuneration according to a contract andathount of the remuneration will not be disclosed
under an agreement between the parties. Pursuatitetguidelines of the Financial Supervision
Authority from 24.9.2003 — “On the rotation of tlauditors of certain subjects of state financial
supervision” — the company arranges rotation ofaheitor, ensuring the independence of the auditor
by changing the executive auditor at least onavary five years.

Governance principles and additional information
A public limited company’'s AS Harju Elekter govengibodies are the shareholders’ general meeting,
the Supervisory and the Management Boards.

General meeting

The general meeting is the company’s highest gavgrnody who have competence for amending the
Articles of Association and approving new ones,ngiiag the amount of share capital, removal of
members from the Supervisory Board and the terioinadf the activities of the company, making
decisions on the division, merging and transforamatf the company with the precondition that astea
2/3 of the shareholders represented at the genexating approve such decisiorGeneral meetings
may be annual or extraordinary. The annual gemaegdting convenes once a year within six months
after the end of the company’s financial year. Adraordinary general meeting is called by the
management board when the company’s net assetsdhalimed below the level required by the law or
when calling of a meeting is demanded by the supany council, the auditor, or shareholders whose
voting power represents at least one tenth of timepany’s share capitah general meeting may adopt
resolutions when more than half of the votes repres] by shares are present. The set of sharetolder
entitled to participate in a general meeting isedained 7 days before at the date of the general
meeting.

The annual general meeting of 2012 was held on @ &&eskvéljak 12 in Keila, Estonia. A total of
76.11% of the voting stock were represented. Tineiggd meeting approved the 2011 annual report and
profit distribution, elected and appointed a newweswisory board of five members for the next five-
year term and approved the procedure for remunerati the supervisory board. The general meeting
also appointed KPMG Baltics OU as an auditor of teenpany for 2012-2014, and approved the
implementation of the private share issue prograrfopgon programme) adopted at a general meeting
of shareholders on 23 April 2009. The sixth itemtba agenda of the general meeting included the
planning of a share option programme for 2012-2fik5the members of the directing bodies, key
specialists and engineers of the Group’'s compaagesvell as to members of directing bodies of
associate companies of AS Harju Elekter, for ini@vthem as shareholders of the company, for the
purposes of motivating them to act towards achgpvhre better financial performance of AS Harju
Elekter. Within the planned private placement, wp@0,000 new registered shares will be issued in
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2015. The decision on organising the share issak Isth made by the general meeting of shareholders
in 2015, provided that the market price of the sletceeds that of the issue price. Presentatiors we
made by the chairman of the management board nchaiof the supervisory board and auditor.

Supervisory Board

The supervisory board plans the activities of thmgany, organises the management of the company
and supervises the activities of the managementbdée supervisory board meets according to need
but not less frequently than once every three noomihmeeting of the supervisory board has a quorum
when more than half of the members participate2dh2, the supervisory board met nine times. All
members of the supervisory board attended all ostrobthe meetings. According to the Articles of
Association, Harju Elekter's supervisory board 1388 members. The members are elected by the
general meeting for a period of five years.

In connection with the expiration of the authorisatdeadline of the Supervisory Board of AS Harju
Elekter, the AGM assigned a five-member SupervisBoard for the next five-year period, at its
meeting on 3 May 2012. The present members of badEndel Palla (chairman), Ain Kabal, Madis
Talgre, Triinu Tombak and Andres Toome. The Superyi Board has the following membership:
Endel Palla (Chairman and R&D manager of AS Haltgkter) and members Ain Kabal (Viru Keemia
Grupp AS, Head of Legal Department), Madis Talgbdirman of the Management Board, AS Harju
KEK), Triinu Tombak (financial consultant) and ArdrToome (consultant).

Mr Palla has been working in Harju Elekter sincé€94.91985 -1999 as managing director) and keeps
today company’s R&D manager position. Mr Kabal éati of legal department of Viru Keemia Group
AS and a lawyer, who has long-term experience wisaty Group’s companies on legal issues. Mr
Talgre is a chairman of AS Harju KEK, the biggdsareholder of Harju Elekter (holding 31.7% of the
shares of the company on 31.12.2012). Since 200Tddme (chairman of OU Tradematic) has been a
member of the supervisory board. He complement8taed with investment experience. In 2012 was
appointed a member of the Supervisory Board Trliombak, to include more financial knowledge and
experience to the Board. Two of the five membershef Supervisory Board — Triinu Tombak and
Andres Toome - are independent.

The Group does not give the members of the SumeywBoard any benefits related to pension, more
than provided by the law. At 31 December 2012, ttembers of the Supervisory Board owned in
accordance with their direct and indirect ownershaggally 6.8% (2011: 15.7%) of Harju Elekter stsare
(note 23).

Management Board

The management board is a governing body whichesgmts and manages the company in its daily
activity in accordance with the law and the Articlef Association. The Management Board has to act
in the best economic interests of the company. Ating to the Articles of Association, Harju EleKger
Management Board may have 1-5 members who areedlégt the Supervisory Board for a period of
three years. The Supervisory Board appoint alscchiarman and the members as well as remove a
member of the Management Board. Every member ofMla@agement Board may represent the
company in all legal acts.

In connection with the expiration of the authoii@atdeadline of the Management Board of AS Harju
Elekter, the Supervisory Board assigned a one-meritasmagement Board for the next three-year
period, at its meeting on 4 May 2011, and appoimtedres Allikmae, the former Chairman of the
Management Board, as its Chairman. At the sameingg¢he Supervisory Board also removed Lembit
Libe and Karin Padjus from their positions as Meral# the Management Board. The competence and
authority of the Management Board are listed inAhticles of Association and there are no speaéait
nor agreements concluded which state otherwise.

The everyday business activities of the Group aareaged by the Managing Director/CEO. Outside of
Estonia compliance with good corporate governamscernisured by the local managements of the
companies.
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At 31 December 2012, the members of the ManageBeatd owned in accordance with their direct
and indirect ownerships totally 1.1% of Harju Elkshares (note 23).

More specific information about the education armdeer of the members of the management and
supervisory boards, as well as their membershithénmanagement bodies of companies and their
shareholdings, have been published on the homegialje company at www.harjuelekter.ee.

Additional management bodies and special committees

Bearing in mind that the top management of the @mypgs relatively small in number the need for
forming special committees or any other additiom@Elnagement bodies has not yet occurred. The
necessary procedures are regulated by rules. Rter besk management of the Group an internal
auditor has been established which regularly repmrtthe management of the Group. In 2010 the
Supervisory Board of AS Harju Elekter following threlevant requirement provided for by the
Authorised Public Accountants Act formed the Auddmmittee of the company. The Audit Committee
has the following tasks: observe and analyse tbegssing of financial information; the efficiencly o
risk management and internal audit; the processudit control of annual accounts and consolidated
accounts; the independence of the audit companyrenduditor who represents the firm of auditors on
the basis of law; as well as to submit proposatsranommendations to the Supervisory Board in ssue
provided by law. In 2012, the members of the Supery Board of Harju Elekter — Triinu Tombak and
Andres Toome - were appointed as members of then@bee.

Information management

As a publicly traded company AS Harju Elekter fal®the principles of openness and equal treatment
of investors. The information requested by thes@erd regulations of the stock exchange is puldlishe
regularly on the due dates. Harju Elekter therefolews the principle of not publishing estimatag
communicates and comments only information conogravents which have actually happened.

In order to keep investors and the public inforntéarju Elekter administers a home page which
includes all stock exchange notices, business tep@ord an overview of the company’s background,
products and other important issues. All subsidsadf the Group also have home pages.

Auditors

According to the decision of the general meetinghef shareholders (3.5.2012) the audits of AS Harju
Elekter for the years 2012—2014 are carried ouKBWIG Baltics OU. Audits in subsidiaries outside of
Estonia are carried out by Baltijos Auditas UABRLithuania and KPMG Oy in Finland.
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CONSOLIDATED FINANCIAL STATEMENTS

EUR’000 As at 31 December
Note 2012 2011

Current assets

Cash and cash equivalents 7 3,352 815
Trade and other receivables 8 6,493 7,848
Prepayments 9 232 104
Prepaid income tax 9, 20 0 20
Inventories 10 6,395 6,658
Total current assets 16,472 15,445
Non-current assets

Deferred income tax assets 26 5 35
Investment in associate 11 2,295 1,177
Other long-term financial investments 12 21,386 16,023
Investmeniproperty 13 10,454 10,833
Property, plant and equipment 14 8,546 8,985
Intangible assets 16 451 422
Total non-current assets 43,137 37,475
TOTAL ASSETS 59,609 52,920
Liabilities

Interest-bearing loans and borrowings 17 1,075 2,245
Trade and other payables 19 5,902 6,268
Other current tax liabilities 20 1,049 758
Income tax liability 20 75 29
Short-term provisions 21 23 17
Total current liabilities 8,124 9,317
Interest-bearing loans and borrowings 17 1,306 1,569
Other liabilities 43 0
Total non-current liabilities 1,349 1,569
Total liabilities 9,473 10,886
Equity

Share capital 23 12,180 11,760
Share premium 23 240 0
Reserves 21,354 15,881
Retained earnings 15,008 12,672
Equity attributable to owners of the Company 48,782 40,313
Non-controlling interests 1,354 1,721
Total equity 50,136 42,034
TOTAL LIABILITIES AND EQUITY 59,609 52,920

The notes on pages 40 to 81 are an integral pat@iconsolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

EUR’000 For the year ended 31 December
Note 2012 2011
Revenue 24,25 52,801 46,674
Cost of sales 25 -44,148 -38,888
Gross profit 8,653 7,786
Distribution costs 25 -2,801 -2,373
Administrative expenses 25 -3,876 -3,352
Other income 25 49 16
Other expenses 25 -55 -52
Operating profit 1,970 2,025
Finance income 25 1,042 806
Finance costs 25 -45 -62
Share of profit of associate 11 1,118 497
Profit before tax 4,085 3,266
Income tax expense 26 -482 -318
Profit for the year 3,603 2,948

Other comprehensive income
Gain/loss on change in fair value of availablegate

financial assets 12 5,538 -5,516

Gain/loss on sale of financial assets -162 0

Foreign currency translation differences — foreign

operations -6 1
Total other comprehensive income for the year 5,370 -5,515
Total comprehensive income for the year 8,973 -2,567

Profit attributable to:

Owners of the Company 3,517 2,773

Non-controlling interests 86 175
Profit for the year 3,603 2,948
Total comprehensive income attributable to:

Owners of the Company 8,887 -2,742

Non-controlling interests 86 175
Total comprehensive income for the year 8,973 -2,567

Earnings per share
Basic earnings per share (EUR) 27 0.21 0.17
Diluted earnings per share (EUR) 27 0.21 0.16

The notes on pages 40 to 81 are an integral patti@itonsolidated financial statements.

39




AS HARJU ELEKTER ANNUAL REPORT 2012

CONSOLIDATED STATEMENT OF CASH FLOWS

EUR’000 For the year ended 31 December
Note 2012 2011

Cash flows from operating activities
Operating profit 1,970 2,025
Adjustments for:

Depreciation and amortisation 13,14,16 ,25 1,469 1,353

Gain on sale of property, plant and equipment 25 -6 -1

Share-based payments 30 85 106
Change in trade and other receivables 1,226 -1,351
Change in inventories 263 -1,247
Change in trade and other payables 1 784
Corporate income tax paid 29 -388 -362
Interest paid 29 -46 -59
Net cash from operating activities 4,574 1,248

Cash flows from investing activities

Acquisition of investment property 29 -100 -2,460
Acquisition of property, plant and equipment 29 463 -489
Acquisition of intangible assets 29 -168 -73
Acquisition of a subsidiary -391 0
Proceeds from sale of property, plant and equipment 29 12 2
Proceeds from sale of other financial investments 2 1 189 0
Interest received 25 9 11
Dividends received 25 854 795
Net cash used in investing activities -58 -2,214

Cash flows from financing activities

Proceeds from issue of shares 660 0
Proceeds from other long-term liabilities 43 0
Changes in overdraft balances 17 -1,179 771
Repayment of loans 17 0 -65
Payment of finance lease principal 17 -282 -272
Dividends paid -1,225 -1,051
Net cash used in financing activities -1,983 -617
Net cash flow 2,533 -1,583
Cash and cash equivalents at beginning of year 815 2,400

Increase / decrease in cash and cash equiivale 2,533 -1,583

Effect of exchange rate fluctuations on daslal 4 -2
Cash and cash equivalents at end of year 7 3,352 815

The notes on pages 40 to 81 are an integral patti@itonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to owners of the Company

Non-
Share Share Capital Fair value Translation Retained controlling TOTAL

EUR’000 capital premium reserve reserve reserve earnings TOTAL interests EQUITY

At 31 December 2010 10,737 384 1,073 20,316 7 11,440 43,957 1,589 45,546
Profit for the year 0 0 0 0 0 2,773 2,773 175 2,948
Other comprehensive income 0 0 0 -5,516 1 0 -5,515 0 -5,515
Total comprehensive income 0 0 0 -5,516 1 2,773 -2,742 175 -2,567
Increase of share capital 1,0 -384 0 0 0 -639 0 0 0
Share-based payments 0 0 0 0 106 106 0 106
Dividends 0 0 0 0 0 -1,008 -1,008 -43 -1,051
At 31 December 2011 11,760 0 1,073 14,800 8 12,672 40,313 1,721 42,034
Profit for the year ( 0 0 0 0 3,517 3,517 86 3,603
Other comprehensive income 0 0 5,376 -6 0 5,370 0 5,370
Total comprehensive income 0 0 5,376 -6 3,517 8,887 86 8,973
Contribution to share capital 4; 240 0 0 0 0 660 0 660
Share-based payments 0 0 0 0 85 85 0 85
Increase of capital reserve 0 0 103 0 0 -103 0 0 0
Dividends 0 0 0 0 0 -1,176 -1,176 -49 -1,225
Acquisition of non-controlling interests 0 0 0 0 13 13 -404 -391
At 31 December 2012 12,180 240 1,176 20,176 2 15,008 48,782 1,354 50,136

Further information on share capital is presenteabite 23.

The notes on pages 40 to 81 are an integral patti@itonsolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 General information

AS Harju Elekter &ddress: Paldiski mnt 31, Keila, Estonia)a company registered in Estonia
(registry number 10029524). These consolidatedntiiz statements as at and for the year
ended 31 December 2012 comprise AS Harju Elelter‘Rarent company’ or the ‘Company’)
and its subsidiaries (together referred to as tBeup’) and the Group’s interest in the
associate AS Draka Keila Cables (Estonia, 34%ester

Subsidiaries of AS Harju Elekter Domicile  Core business  Ownership and voting right$%

As at 31 December 2012 2011
AS Harju Elekter Teletehnika Estonia  Manufacturing 100 100
AS Harju Elekter Elektrotehnika Estonia  Manutairig 100 100
Satmatic OY Finland  Manufacturing 100 100
Harju Elekter AB Sweden  Retail- and wholesale 90 90
Rifas UAB Lithuania Manufacturing 62.7 51
Subsidiary of Rifas UAB

Automatikos Iranga UAB Lithuania Design 51 51

AS Harju Elekter has been listed on the Tallinnct&xchange since 30 September 1997; 31.7% of the
Company’s shares are held by AS Harju KEK, a compagistered in Estonia.

The management board authorised these consolifiatettial statements as at and for the year ended
31 December 2012 for issue on 4 April 2013. Acaagdio the Commercial Code of the Republic of
Estonia, final approval of the annual report inaghgdthe consolidated financial statements, whickeha

been prepared by the management board and appbyvéte supervisory board, takes place at the
annual general meeting.

The Group’s core business is the production anel @apower distribution and control equipment for

the energy, construction and manufacturing secine. Group’s activities are described in detail in
note 24 “Segment reporting”.

2 Basis of preparation

Under the Estonian Accounting Act, the Parent comjsaseparate primary financial statements (the
statement of financial position, statement of cazhpnsive income, statement of cash flows and
statement of changes in equity) are to be discloséake notes to the consolidated financial statgme
The separate primary financial statements of ASjiH&tekter are disclosed in note 32 “Primary
financial statements of the Parent”. The separdtaapy financial statements are prepared using the
same accounting policies and measurement baskesesdpplied on the preparation of the consolidated
financial statements, except that in the Parerd{sasate primary financial statements investments in
subsidiaries and associates are accounted for ti@ngpst method.

2.1. Statement of compliance

The consolidated financial statements of AS Hairgktr and its subsidiaries have been prepared in

accordance with International Financial Reportingn8ards as adopted by the European Union (IFRS
EUV).
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2.2. Basis of measurement

The consolidated financial statements have beepaped on the historical cost basis, except that
available-for-sale financial assets are measuréaratalue.

2.3. Functional and presentation currency

From 1 January 2011, the functional currency of B&iju Elekter is the euro. The consolidated
financial statements for 2012 are presented inssuro

Group entities keep their books and records inctimeency of the primary economic environment in
which they operate. Estonian and Finnish Grougiestuse the euro (EUR), the Swedish entity uses th
Swedish krona (SEK) and Lithuanian entities useltitlieuanian litas (LTL). The Lithuanian litas is
pegged to the euro at a rate of LTL 3.4528 to EUR 1

The consolidated financial statements are preséntedros, which is the Parent company’s functional
and presentation currency. Numerical data is ptedein thousands, rounded to the nearest thousand,
unless indicated otherwise. The abbreviation EUBR’§i&nds for a thousand euros.

2.4. Use of estimates and judgements

The preparation of financial statements in confoymiith IFRSs EU requires management to make
judgements, estimates and assumptions that affecapplication of policies and reported amounts of
assets and liabilities, income and expenses. Ttmages and associated assumptions are based on
historical experience and various other factorst thee believed to be reasonable under the
circumstances, the results of which form the basimaking judgments about the carrying values of
assets and liabilities that are not readily appaftemn other sources. Actual results may diffemfro
these estimates.

Estimates and underlying assumptions are revieweahoongoing basis. The effect of a change in an
accountingestimate is recognised in the period of the changk any future periods affected by the
change. Areas involving a higher degree of judgneentomplexity, or areas where assumptions and
estimates are significant to the consolidated irarstatements are disclosed in note 4.

The main accounting policies applied in the prejamaof these consolidated financial statements are
set out below. The policies have been applied imsickeration of the principles of consistency and
comparability. The substance and effects of chamgesgasurements are explained in relevant ndtes. |
the presentation or method of classification official statement line items is changed, comparative
prior period figures are reclassified accordingly.

2.5. Changes in accounting policies

In preparing these consolidated financial statemehie Group applied amendments to International
Financial Reporting Standards as adopted by thev#iith are effective for annual periods beginning
on or after 1 January 2012. The amendments dithane a significant effect on the Group’s financial
statements.

A number of new standards and amendments to s@sdad interpretations are effective for annual
periods beginning on or after 1 January 2013, wiiheh Group has not adopted early. According to
management’s estimates it is not expected thabhthese will have a significant effect on the Grtsu
financial statements.
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3 Significant accounting policies

The accounting policies set out below have beetiezbponsistently to all periods presented in these
consolidated financial statements, and have beglredpconsistently by all Group entities.

3.1. Basis of consolidation

(a) Business combinations

Business combinations are accounted for usingdhaisition method as at the acquisition date, which
is the date on which control is transferred to@meup. Control is the power to govern the finaneiadi
operating policies of an entity so as to obtaindfiémfrom its activities.

In assessing control, the Group takes into consier potential voting rights that are currently
exercisable.

For acquisitions, the Group measures goodwill attquisition date as:
¢ the fair value of the consideration transferredspl

e the recognised amount of any non-controlling irderden the acquire, plus, if the business
combination is achieved in stages, the fair valuithe existing equity interest in the acquree,
less

e the net recognised amount (generally at fair valofe}he identifiable assets acquired and
liabilities assumed.

When the excess is negative, a bargain purchasesgacognised immediately in profit or loss.

Costs related to the acquisition, other than ttess®ciated with the issue of debt or equity seesyit
that the Group incurs in connection with a busiressbination are expensed as incurred.

Any contingent consideration payable is recognatefdir value at the acquisition date. If the cogént
consideration is classified as equity, it is noheasured and settlement is accounted for withiityequ
Subsequent changes to the fair value of the caetingpnsideration are recognised in profit or loss.

(b) Subsidiaries

Subsidiaries are entities over which the Group thaspower to govern the financial and operating
policies so as to obtain benefits from their atgg. The consolidated financial statements coraghe
financial statements of AS Harju Elekter and itdbsdiaries. The financial statements of the
subsidiaries are prepared for the same periodesdhsolidated financial statements. If a subsjdiar
uses accounting policies other than those adoptetthd consolidated financial statements for like
transactions and events in similar circumstancppropriate adjustments are made to its financial
statements in preparing the consolidated finarstetements. Subsidiaries are fully consolidatechfro
the date on which control is transferred to theuproThey are de-consolidated from the date that
control ceases.

Non-controlling interest is the portion of equity & subsidiary not attributable to the Group. la th
consolidated statement of comprehensive incomefitpoo loss and each component of other
comprehensive income are attributed to ownersePirent and to the non-controlling interests. Non-
controlling interests are presented in the conatdid statement of financial position within equity,
separately from equity attributable to equity hoddef the Parent.

(c) Associates

Associates are entities over which the Group hgsif@ant influence but not control, generally
accompanying a shareholding of 20% to 50% of thengorights. Investments in associates are
accounted for using the equity method and arealhitrecognised at cost. The Group’s investments in
associates include goodwill identified on acqusitinet of any accumulated impairment loss.
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The Group’s share of its associates’ post-acqorsipirofits or losses is recognised in profit orsldsr
the year, and its share of post-acquisition movesém reserves is recognised in reserves. The
cumulative post-acquisition movements are adjuatgdnst the carrying amount of the investment.

When the Group’s share of losses in an associatele@r exceeds its interest in the associate, the
Group does not recognise further losses, unldsasitincurred obligations or made payments on behalf
of the associate.

(d) Transactions eliminated on consolidation

Intra-group transactions, balances and unrealis@sgon transactions between Group companies are
eliminated in preparing the consolidated finanstatements. Unrealised losses are also eliminated b
only to the extent that there is no indicationropairment.

Unrealised gains on transactions between the Gaadpts associate are eliminated to the extertief t
Group’s interest in the associate. Unrealised Bsse also eliminated unless the transaction pesvid
evidence of impairment of the asset transferredhdf accounting policies of associates are difteren
from those of the Group, the financial statemeffitassociates are adjusted to ensure consistenhy wit
the policies adopted by the Group.

3.2. Foreign currency translation

(a) Transactions and balances

Foreign currency transactions are translated mmtgorentation currency using the exchange ratdeeat
dates of the transactions. Foreign exchange gaitidosses resulting from the settlement of monetary
items and from the translation of monetary asseddiabilities denominated in foreign currencieshe
closing exchange rates are recognised in profiiss.

(b) Financial statements of foreign operations

The results and financial positions of all Groupitezs that have a functional currency differerdanfr
the Group’s presentation currency are translatexdtire presentation currency. The assets anditiabil
of foreign operations are translated into eurdsraign exchange rates ruling at the reporting.date

The income and expenses of the Lithuanian entsitiedranslated into euros using a fixed exchange ra
(EUR 1 =LTL 3.4528). Since the Lithuanian litagpegged to the euro, the translation into the sou
presentation currency does not give rise to angigarexchange differences. The income and expenses
of the Swedish company are translated into eurasxelhange rates at the dates of the transactions.
Foreign exchange differences are recognised inr athrmprehensive income and presented within the
translation reserve in equity.

When a foreign operation is sold or control is |estchange differences that were recorded in eguéy
recognised in profit or loss.

Goodwill and fair value adjustments arising on #uuisition of a foreign operation are treated as
assets and liabilities of the foreign operation areltranslated into euros at the closing exchaaigs.

3.3. Financial assets

The Group classifies its financial assets into tbowing categories: loans and receivables and
available-for-sale financial assets. The clasdificadepends on the purpose for which the financial
assets were acquired. Management determines tlssifidation of its financial assets on initial
recognition.

(a) Loans and receivables

Loans and receivables are non-derivative finaresakets with fixed or determinable payments that are
not quoted in an active market. Loans and recedghble classified current assets, except where the
maturity date is more than 12 months after thenempdate. These are classified as non-curremsiss
The Group’s loans and receivables comprise tradeotrer receivables and cash and cash equivalents.
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e Cash and cash equivaleriteludes cash on hand, demand deposits, and sitbet-term highly
liquid investments with original maturities of tleremonths or less that are subject to an
insignificant risk of changes in value. In the staént of cash flows, cash flows from operating
activities are reported using the indirect method.

e Trade receivablesare recognised initially at fair value and are saguently measured at
amortised cost using the effective interest method.

(b) Available-for-sale financial assets

Available-for-sale financial assets are non-denwatfinancial assets that are designated to this
category. They are included in non-current asseless management intends to dispose of the
investment within 12 months after the reportingedat

Purchases and sales of financial assets are regagat the trade date — the date on which the Group
commits to purchase or sell the asset. Investrragtsnitially recognised at cost plus any attrilblga
transaction costs.

The Group’s investments in equities are classifeed available-for-sale financial assets and are
measured at fair value, with any arising gain @slérom a change in fair value recognised in other
comprehensive income, except for impairment los$ée fair value of available-for-sale financial
assets is their quoted bid price at the reportiate.dWhen available-for-sale financial assets are
derecognised, any cumulative gain or loss prevjorestognised in equity is reclassified to profilass

for the year.

Other financial assets that do not have an actimeket and whose fair value cannot be measured
reliably are measured using the amortised costadeth

Impairment testing for trade receivables is desctiim note 3.9.
3.4. Inventories

Inventories are measured at the lower of cost agtdrealisable value. The cost of inventories is
assigned using the weighted average cost formuilae cost of finished goods and work in progress
comprises the costs of design, raw materials, diedaour, other direct costs and related production
overheads (based on normal operating capacitygkeltides borrowing costs. Net realisable value is
the estimated selling price in the ordinary cowfsbusiness, less the estimated costs necessargke
the sale.

3.5. Investment property

Investment property is property held by the Groagle owner or the lessee under a finance lease to
earn rentals or for capital appreciation or botivestment property is measured using the cost model
I.e. investment property is carried at cost legsamtumulated depreciation and any impairment Bsse

Investment property is depreciated using the saspeediation rates and useful lives as those agsigne
to similar items of property, plant and equipmesatg( 3.6.¢).

3.6. Property, plant and equipment

(a) Recognition and measurement

Items of property, plant and equipment are cardédost less accumulated depreciation and any
impairment losses. The cost of self-constructe@tasacludes the cost of materials, direct labaur,
appropriate proportion of production overheads, dairowing costs related to the acquisition,
construction or production of qualifying assets.

Where an item of property, plant and equipment ists®f significant parts that have different usefu
lives, the parts are accounted for as separates itdrproperty, plant and equipment and are assigned
depreciation rates that correspond to their udiies.
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(b) Subsequent costs

Parts of some items of property, plant and equigmequire replacement or renovation at regular
intervals. The costs of such replacements and egiums are recognised in the carrying amount of an
item of property, plant and equipment if it is pabke that future economic benefits associated thigth
parts will flow to the Group and their cost canrbeasured reliably. The carrying amount of a pat th
is replaced is derecognised.

Under the recognition principle provided in thevpoeis paragraph, the costs of the day-to-day sexyic
of an item are not recognised in the carrying arhadirthe item. Instead, such costs are expensed as
incurred.

(c) Depreciation

Depreciation is charged to expenses on a straightdasis over the estimated useful life of eaemit
and significant part of an item of property, pland equipment. Land and construction in progress ar
not depreciated. Group entities use, in all mateespects, uniform depreciation rates. The folluyvi
estimated useful lives are applied:

Asset class Useful life

Buildings and structures 10 - 33 years
Production plant and equipment 625 .10 years
Other machinery and equipment 4 - 6°/; years
Vehicles 5 - 6%, years
Other equipment and fixtures 3-6%;years

Estimated useful lives, residual values and depicanethods are reviewed annually. The effect of
any resulting changes is recognised in the cuaedtsubsequent periods.

3.7. Intangible assets

Intangible assets (except goodwill) are amortisadacstraight-line basis over their estimated useful
lives. Intangible assets are tested for impairm&henever there is any indication of impairment
similarly to items of property, plant and equipment

(a) Research and development expenditures

Development expenditure is expenditure incurrednugiee application of research findings to the

development of new products and services. Expearedibn research activities undertaken with the
prospect of gaining new scientific or technical witedge and understanding is recognised as an
expense as incurred.

Development expenditure is capitalised, i.e. res®ghas an asset only if earlier research findargs
applied to a plan or design for the production ohew or substantially improved product or
manufacturing process that is both technically emtimercially feasible and the Group has sufficient
resources to complete the development project.t@legid expenditure includes the cost of materials,
direct labour and an appropriate proportion of prtihn overheads. Other development expenditure is
recognised as an expense as incurred. Capitalsetlapment expenditure is measured at cost less any
accumulated amortisation and impairment losseseDpment expenditure is charged to expenses on a
straight-line basis over its estimated usefultiifat does not exceed 5 years.

(b) Other intangible assets

Other intangible assets comprise licenses and aodtwAcquired licences are recognised at cost.
Acquired computer software licences are capitalisedhe basis of the costs incurred to acquire the
software and prepare it for use. Other acquireghigible assets are carried at cost less any acatedul
amortisation and any impairment losses. Other gitd@ assets are charged to expenses on a straight-
line basis over their estimated useful lives tlahdt exceed 5 years.
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3.8. Non-current assets held for sale

Non-current assets held for sale are items of ptppplant and equipment or intangible assets whose
sale in the next 12 months is highly probable,management is actively marketing the asset far @@l
a price that is reasonable in relation to its autrfair value.

Non-current assets held for sale are classifiecba®nt assets and their depreciation or amornisas
discontinued as of the date they are classifiethedd for sale. A non-current asset held for sale is
measured at the lower of its carrying amount aird/édue less costs to sell.

3.9. Impairment

At each reporting date the Group assesses whdtheg ts any indication that an asset other than an
item of inventory or a deferred tax asset may hgained. If such indication exists, the asset igetkfor
impairment by estimating its recoverable amount.

A trade receivable is considered to be impairednihes reasonable to assume that the Group will no
be able to recover the entire amount in accordarktethe originally agreed terms and conditionseTh
difference between carrying amount and the estin&uéure cash flows discounted at the original
effective interest rate is recognised as an impaitntioss within distribution costs in the statemeit
comprehensive income. When a trade receivable proweollectible, it is written off against the
impairment allowance for trade receivables. Subsetguecoveries of amounts previously written off
are recognised by reducing distribution costs ie #tatement of comprehensive income. The
recoverable amount of receivables measured at m@dntost is calculated as the present value of the
estimated future cash flows, discounted at theiraligeffective interest rate. Short-term receivatdee
not discounted.

An impairment loss is recognised whenever the agagrgmount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment logseseaognised in profit or loss.

Impairment losses recognised in respect of cashrgéng units are allocated first to reduce the
carrying amount of any goodwill allocated to cagmerating units (groups of units) and then, to cedu
the carrying amounts of the other assets in thie(groups of units) on a pro rata basis.

When a decline in the fair value of an availabledale financial asset has been recognised directly
equity and there is objective evidence that thetasspermanently impaired, the cumulative loss tha
had been recognised directly in equity is recoghineprofit or loss even though the financial adsset
not been derecognised. The amount of the cumul&is® that is recognised in profit or loss is the
difference between the acquisition cost and curfi@nivalue, less any impairment loss on that feian
asset previously recognised in profit or loss.

The recoverable amount of other assets is theegreatheir fair value less costs to sell and vatue
use. In assessing value in use, the estimatecefaagh flows are discounted to their present vadirey

a pre-tax discount rate that reflects current maskeessments of the time value of money and $ke ri
specific to the asset. For an asset that does eoérgte largely independent cash inflows, the
recoverable amount is determined for the cash-géingrunit to which the asset belongs.

An impairment loss in respect of a receivable edrrat amortised cost is reversed and the item’s
carrying amount is increased if the subsequeneas® in recoverable amount can be objectivelyestlat
to an event occurring after the impairment loss reasgnised.

An impairment loss recognised for an investmerdanrequity instrument classified as available foe sa
is not reversed through profit or loss. If the faatue of a debt instrument classified as availétesale
increases and the increase can be objectivelyetetatan event occurring after the impairment teas
recognised in profit or loss, the impairment lassaversed, with the amount of the reversal recaghi
in profit or loss.
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In respect of other assets, an impairment lossviersed if there is an indication that the impairtmeo
longer exists and there has been a change in tineaéss used to determine the recoverable amoumt. A
impairment loss is reversed only to the extent that asset’s carrying amount does not exceed the
carrying amount that would have been determinetdpih@epreciation or amortisation, if no impairment
loss had been recognised.

3.10. Leases

A lease that transfers substantially all the resikd rewards of ownership to the lessee is recog@sa
finance lease. Other leases are treated as opeladises.

(@)The Group as a lessor

Assets leased out under finance leases are reedgas a receivable at an amount equal to the net
investment in the lease. Lease payments receiablelivided into principal repayments and finance
income. Finance income is recognised over the lggiseusing the effective interest rate method.

Assets leased out under operating leases are pegddarthe statement of financial position accogdin

the nature of the asset, similarly to other itefngroperty, plant and equipment which are carriethe
statement of financial position. Operating leasgnments are recognised as income on a straight-line
basis over the lease term.

(b) The Group as a lessee

Finance leases are recognised as assets andiéabdt amounts equal to the fair value of theddas
property or, if lower, the present value of the iminm lease payments at the inception of the lease.
Lease payments are apportioned between the finename and the reduction of the outstanding
liability. The finance charge is allocated to tkade term so as to produce a constant periodiofate
interest on the remaining balance of the liabiliperating lease payments are recognised as ansxpe
on a straight-line basis over the lease term.

3.11. Financial liabilities

Liabilities that are due to be settled within mtinan one year after the reporting date are claskds
non-current liabilities. Liabilities that are duetie settled within 12 months after the reportiatgdare
classified as current liabilities.

(a) Loans and borrowings

Loans and borrowings are recognised initially at faalue, net of transaction costs. After initial
recognition, loans and borrowings are measurednattiésed cost; any difference between the proceeds
(net of transaction costs) and the redemption veuexpensed over the loan term using the effective
interest method, except borrowing costs that agébé for capitalisation.

(b) Trade payables
Trade payables are recognised initially at faiueahnd subsequently measured at amortised cosgt usin
the effective interest method.

3.12. Income tax and deferred tax

(a) Corporate income tax

According to the Estonian Income Tax Act that teflect on 1 January 2000, corporate income tax is
not levied on profits earned but dividends distidol The income tax calculated on dividends is
recognised as a liability and an expense when iidemd is declared. The income tax payable on
dividends is recognised as an expense in the pariaghich the dividends are declared irrespective o

the period for which they are declared or in whtody are distributed.

No provision is recognised for income tax payalieaodividend distribution before the dividend has
been declared but information on the contingertillist is disclosed in the notes to the consolidate
financial statements.
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The consolidated statement of comprehensive incimciades the Swedish, Lithuanian and Finnish
subsidiaries’ current corporate income tax (catealaon profits earned), changes in deferred tagtass
and liabilities and the dividend tax expense offEs&nian Group entities.

(b) Deferred tax

Under the effective Estonian Income Tax Act, thare no differences between the tax bases and
carrying amounts of the assets and liabilities hef Estonian Group entities that could give rise to
deferred tax assets or liabilities. The profitsted Finnish, Swedish and Lithuanian Group entities
adjusted for temporary differences and taxed im@tance with the laws of their domiciles (see bglow

(c) Income tax at the Group’s foreign operations
Income tax comprises current and deferred tax.nhectax is recognised in profit or loss except ® th
extent that it relates to items recognised direictlgquity, in which case it is recognised in eguit

Current tax is the expected tax payable or recévab the taxable income for the year, using tégsra
enacted or substantively enacted at the reportitg, dind any adjustment to tax payable in resgdect o
previous years.

Deferred tax is recognised using the liability noethproviding for temporary differences between the
carrying amounts of assets and liabilities for ficial reporting purposes and the amounts used for
taxation purposes. Deferred tax is not recogniseteinporary differences arising from:

¢ the initial recognition of goodwill,
e the initial recognition of assets or liabilitiesatraffect neither accounting nor taxable profit,

e temporary differences related to investments irsglidries to the extent that they will probably
not reverse in the foreseeable future.

The amount of deferred tax provided for is basetherexpected manner of realisation or settlemént o
the carrying amount of assets and liabilities, gidiax rates enacted or substantively enacted at the
reporting date.

Deferred tax is measured at the tax rates thaexpected to be applied to the temporary differences
when they reverse, based on the laws that have dregsted or substantively enacted by the reporting
date. Deferred tax assets and liabilities are bffabere is a legally enforceable right for tlaisd they
relate to income taxes levied by the same authoritghe same taxable entity, or on different tagabl
entities, but it is intended to settle current liakilities and assets on a net basis or the tartasand
liabilities will be realised simultaneously.

3.13. Employee benefits

(a) Profit-sharing and bonus plans

The Group recognises a liability and an expensédouses and profit-sharing, based on a formula tha
takes into consideration the profit attributableite Company’s shareholders after certain adjussnen
The Group recognises a provision where contragtwddliged or where there is a past practice that ha
created a constructive obligation.

(b) Termination benefits

Termination benefits are payable when employmernteiginated by the Group before the normal
retirement date, or whenever an employee accejistaoy redundancy in exchange for these benefits.
The Group recognises termination benefits whes dleimonstrably committed to either: terminating the
employment of current employees according to allddtéormal plan without possibility of withdrawal,
or providing termination benefits as a result of @ffer made to encourage voluntary redundancy.
Benefits falling due more than 12 months afterrtmorting date are discounted to their presentevalu
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3.14. Provisions

Provisions are recognised when: the Group hassepréegal or constructive obligation as a resuét o
past event, it is probable that an outflow of reéses will be required to settle the obligation, dhe
amount can be estimated reliably. Provisions ateéaamgnised for future operating losses.

Where there are a number of similar obligations, likelihood that an outflow will be required in
settlement is determined by considering the cléssbligations as a whole. A provision is recognised
even if the likelihood of an outflow with respea &ny one item included in the same class of
obligations may be small.

Provisions are measured at the present value oéxpenditures expected to be required to settle the
obligation using a pre-tax discount rate that mfléhe current market assessments of the time alu
money and the risks specific to the obligation. T@ease in the provision due to passage of tane i
recognised as interest expense.

A financial guarantee contract is initially recoggdl at fair value and is subsequently measureaeat t
higher of (a) the best estimate of the expenditeduired to settle the financial obligation at the
reporting date and (b) the amount initially recegui less, when appropriate, cumulative amortisation

3.15. Contingent liabilities

Significant commitments and other obligations whidly transform into a liability subject to the
occurrence of some uncertain future events ardodisgd in the notes to the consolidated financial
statements as contingent liabilities. Contingeattilities are not recognised on the statementnaintial
position.

3.16. Share capital

Ordinary shares are classified as equity. Increat@aists directly attributable to the issue of relares
or options are shown in equity as a deduction filoenproceeds.

Where any Group entity repurchases the companylgityegnstruments (treasury shares), the
consideration paid, including any directly attrisbie incremental costs (net of income taxes) is
deducted from equity attributable to the Parentgamy’s equity holders until the shares are cangelle
or reissued. Where such shares are subsequestyedi, any consideration received, net of anytiirec
attributable incremental transaction costs andr#élated income tax effects, is included in equity
attributable to the Parent company’s equity holders

3.17. Share-based payments

The Group has equity-settled share-based paymans ghote 30)The fair value of services received
from the Group’s employees in return for sharesersognised as an expense and within retained
earnings in equity during the vesting period (frime grant date of the option until the vesting Hate
The fair value of services received is determingddberence to the fair value of the equity insteunts
granted to the employees at the grant date. The saogived in exchange for issue of shares minus
direct transaction costs are shown within sharéalaand share premium in equity.

3.18. Segment reporting

An operating segment is a component of the Groap ¢éhgages in business activities from which it
may earn revenues and incur expenses, for whidnetésfinancial information is available, and whose
results are regularly reviewed by the Group’s chigérating decision makers to make decisions about
resources to be allocated to the segment and éssaigs performance.
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Segment reporting is in compliance with interngdaring submitted to the Group’s chief operating
decision makers. Operating segments are deternoimédde basis of how the chief decision makers use
the internal reports to assess the performanceghents and to make decisions about allocation of
resources.

3.19. Revenue

Revenue comprises the fair value of the consideraticeived or receivable for the sale of goods and
services in the ordinary course of the Group’svés. Revenue is shown net of value added tax,
returns, rebates and discounts and after elimigatina-Group sales.

(a) Sale of goods — wholesale and retail

The Group manufactures and sells electrical digioln systems and control panels and various metal
products. Sale of goods is recognised when a Geatity has delivered products to the buyer, thesbuy
has full discretion over the products and thereasunfulfilled obligation that could affect the s
acceptance of the products. Revenue is not recgnimitil all significant risks and rewards of
ownership have been transferred to the buyer atigbrethe buyer has accepted the products in
accordance with the terms of the sales contraettithe period for rejection has elapsed, or theu@ro
has objective evidence that all criteria for acaape have been satisfied. Sales are recorded based
the prices specified in the sales contracts.

The Group operates a chain of retail outlets fectgical appliances. Sales of goods are recognised
when a Group entity sells a product to the customRetail sales are usually settled in cash or thitde
or credit card.

(b) Rendering of services

Revenue from the rendering of services is recognigben the service has been rendered or, if the
service is rendered over an extended period, leyerte to the stage of completion of the transaetio
the reporting date.

(c) Rental income
Rentals earned on investment property are recagjmseevenue on a straight-line basis over theeleas
term. Lease incentives granted are recognised adegral part of the total rental income.

(d) Interest income

Interest income is recognised on a time-proporbasis using the effective interest method. When a
receivable becomes impaired, the Group reducesaitying amount to its recoverable amount, being
the estimated future cash flow discounted at tigiral effective interest rate of the instrumenterest
income on impaired loans is recognised using thgnal effective interest rate.

(e) Dividend income
Dividend income is recognised when the right tenez payment is established.

3.20. Government grants

The Group uses the net method to account for gawemh grants. Grants related to income are
recognised using the matching principle, i.e. ttengis recognised as income over the period napess
to match it with the related costs that it is imted to compensate. The costs related to a govetnmen
grant are recognised on an accrual basis, i.e. whemninderlying transaction affects the Group’s net
assets. The sums received are recognised as dioadafcthe costs they are intended to compensate.

An asset acquired with a government grant is reisegnat cost less the amount of government grant
received for its acquisition. The cost of an acegliasset is depreciated, i.e. recognised as am&xpe
over its estimated useful life.
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3.21. Earnings per share

Basic earnings per share are calculated by divithegrofit or loss attributable to equity holdefghe
Parent company by the weighted average number afeshoutstanding during the period. Diluted
earnings per share are calculated by dividing tbéitpr loss attributable to equity holders of tarent
company by the weighted average number of sharetaoding during the period, considering the
effects of all dilutive potential shares.

3.22. Dividend distribution

A dividend distribution to the Company’'s sharehoddés recognised as a liability in the Group’s
financial statements in the period in which thdabwds are approved by the Company’s shareholders.

3.23. Related parties

For the purposes of these consolidated finanaatistents, related parties include:
e AS Harju KEK that owns 31.7% of the shares of ASjti&lekter;
members of the Parent company’s management andviaqrg boards;
close family members of the above;
companies controlled by members of the managenmehs@pervisory boards; and
associates.
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4 Accounting estimates and judgments

The preparation of financial statements in confeynwith IFRS EU requires use of accounting
estimates. It also requires management to exeatsiggdgment in the process of selecting and apglyi
accounting policies.

Estimates and judgments reviewed on an ongoing laawsl they are based on historical experience and
other factors including expectations of future dsgethat are believed to be reasonable under the
circumstances.

(a) Receivables (note 8)

Management measurgeceivablesand assesses them for impairment based on itskbestledge,
taking into consideration historical experiengereceivable is considered impaired and written alow
when it is reasonable to assume that the Groupnetlbe able to collect all amounts due according t
the originally agreed terms. Indications of impainh include the debtor's significant financial
difficulty, it being probable that the debtor wi#inter bankruptcy or financial reorganisation, and
settlement defaults or delays.

(b) Inventory (note 10)

Management measures inventory based on its bestlédge, taking into consideration historical
experience, general background information andnag8ans concerning potential future events. In
determining the need for writing down inventoriegnagement considers the following factors: in the
case of finished goods and merchandise purchasecdkdale, their sales potential and net realisable
value; in the case of raw and other materials thglity in the manufacture of finished goods and
generating income; and in the case of work in msgytheir stage of completion that can be measured
reliably.

(c) Deferred income tax assets (note 26)

Deferred income tax assets are recognised for thesad prior period tax losses of subsidiaries
operating in foreign markets to the extent thas probable that future taxable profits will be dalale
against which the losses can be utilised. Managepstimates future taxable profits and the poténtia
utilisation of deferred tax assets based on assangppfnd forecasts regarding the development and
performance of the market involved. Generation raoffipassumes attainment of the Group’s strategic
goals. At 31 December 2012, the carrying amountedérred income tax assets measured using the net
method amounted to 5 thousand euros (31 Decemiiér 36 thousand euros).

(d) Useful lives of investment property and propgptant and equipment (notes 3.5, 3.6, 13 and 14)
Management estimates the useful lives of investipesperty and property, plant and equipment based
on production volumes and conditions, historicgexience and future prospeddepreciation rates are
increased if the useful life of an asset provestshdhan originally estimated. Technically obselet
assets are either written down or written off.

(e) Contingent liabilities (notes 3.15 and 22)

Management estimates the probability of realisatafn contingent liabilities based on its best
knowledge, considering historical experience, ganbackground information and assumptions and
conditions concerning the potential future events.

(f) Warranty provisions (note 21)

Under its sales contracts, the Group provides ayeae warranty to products sold by which it
undertakes to either repair or replace substanafaddfective products during that period free airge.
Management estimates the expenditure requirecetding the obligations based on historical waryant
expenses for similar products and services.
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5 Financial risk management
5.1. Financial risk factors

In its everyday activities, the Group faces differasks. Management of those risks is an imporaauot
inherent part of its business activity. The Grougapability to identify, measure and control difet
risks is an important input for its profitabilitythe Group’s management defines risk as a possible
negative deviation from the expected financial ikedthe main risk factors are market risk (incluglin
currency risk, price risk and interest rate brigkgdit risk, liquidity risk, operational risk archpital

risk.

The Group’s risk management is based on the regaimes and guidelines of the Tallinn Stock
Exchange, the Financial Supervision Authority atfieo regulatory bodies, compliance with generally
accepted accounting and reporting standards aedara best practice, and internal regulations &hd r
management policies. At a general level, risk manant includes identification, assessment and
control of risks. The Parent company’s managemeatrd has the key role in managing risks and
approving risk procedures. The Parent company’srsigory board monitors the measures taken by the
management board for mitigating risks.

5.2 Market risk

(a) Currency risk
The Group operates in Estonia (currency EUR), Rohlgcurrency EUR), Sweden (currency SEK), and
Lithuania (currency LTL). The Lithuanian litas iegged to the euro.

To mitigate currency risks, the Group concludesrajor foreign contracts in euros. The Group does
not have any material receivables (note 8) or pagatlenominated in foreign currencies that are not
pegged to the euro. All existing long-term loan &indnce lease contracts (note 17) have been nmade i
euros or the functional currency of the relevanvupr entity. Therefore, they are treated as liaédit
without currency risk.

EUR’000 Note EUR LTL SEK TOTAL
Cash and cash equivalents 7 2,826 435 91 3,352
Trade receivables 8 5,292 1,081 120 6,493
Available-forsale financial assets 12 21,386 0 0 21,386
TOTAL 29,504 1,516 211 31,231
Current portion of interest-bearing

loans and borrowings 17 -1,063 -12 0 -1,075
Trade payables 19 -2,430 -955 -83 -3,468
Other short-term liabilities 19 -1,931 -489 -14 -2,434
Non-current portion of interest-

bearing loans and borrowings 17 -1,296 -10 0 -1,306
TOTAL -6,720 -1,466 -97 -8,283
Net exposure 22,784 50 114 22,948

Based on the above, the Group is not materiallyogsg to currency risks and, therefore, did not use
separate instruments to hedge its currency risk®12 or 2011. Information on foreign exchange gain
and losses is disclosed in note 25.
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(b) Price risk

The Group is exposed to equity price risk througtirivestments in equity instruments. Fluctuations
the market value of shares in PKC Group Oyj, which accounted for as other long-term financial
investments, may have a significant impact on thleies of the Group’s assets. The market price of a
share in PKC Group Oyj increased by 4.00 euroir?2and decreased by 3.94 euros in 2011. In 2012
the value of the investment increased by 5.5 miléaros and in 2011 it decreased by 5.5 milliogur
Gain/loss on change in fair value was recogniseathier comprehensive income. Further information
on shares in PKC Group Oyj is presented in note 12.

(c) Interest rate risk
As the Group has no significant interest-bearingetss the Group’s income and operating cash flows
are substantially independent of changes in mankexttest rates.

The Group’s interest rate risk arises from shamatend long-term loans and borrowings that have
floating interest rates. Loans and borrowings Vilibating interest rates expose the Group to cash fl
interest rate risk. Above all, the Group’s expostarénterest rate risk depends on changes in Euribo
(Euro Interbank Offered Rate). At 31 December 2@1€,Group’s long-term loans and borrowings had
floating interest rates linked to 3 month Euribadashort-term loans and borrowings had floating
interest rates linked to 1 month Euribor (note 17).

The interest rate profile of the Group’s interestding loans and borrowings is as follows:

As at 31 December Note 2012 2011
EUR'000

Floating rate loans and borrowings 17 2,381 3,814
Total 2,381 3,814

A change of one percentage point in interest ratkesat the reporting date would have increased
(decreased) profit or loss and equity by the ansshown below. This analysis assumes that all other
variables remain constant. The analysis was peddrom the same basis for 2011.

As at 31 December 2012 2011
EUR'000

One percentage point increase -24 -38
One percentage point decrease 24 38

5.3. Credit risk

Credit risk arises from cash and cash equivalel@gosits with banks and financial institutionsyasl

as from credit provided to customers, includingstariding receivables and committed transactions.
Credit risk is the risk that one party will causBrancial loss for the other party by failing tscharge

an obligation.

Exposure to credit risk is mitigated by monitoritige customers’ settlement behaviour and ability to
meet commitments on an ongoing basis. Customersear@adividual risk limits based on internal and
external ratings. Use of and adherence to of chiediifs is regularly monitored. Sales to retail mmers

are settled in cash or by debit or credit cardsedsby recognised banks. Therefore, sales to retail
customers do not involve credit risk. The Group ésimblished rules, which set out the circumstances
in which litigation proceedings should be initiaiacbrder to achieve debt recovery.
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The maximum credit risk exposure is the valudratie receivables, less write-downs for impairment
and deposits with banks and financial institutions.

As at 31 December Note 2012 2011
EUR'000

Cash and cash equivalents 7 3,352 815
Trade receivables 8 6,281 7,655
Total 9,633 8,470

At the reporting date, the Group’s credit risk esypre was 9.6 million euros (31 December 2011: 8.5
million euros). Although settlement of receivables may be infleghdy various economic factors,
management is of the opinion thitie Group does not have any significant risk of Itisat would
exceed the impairment allowance already recognised.

5.4. Liquidity risk

Liquidity risk is the risk that the Group will benable to cover its costs and investments due to a
shortfall in cash flow. Management monitors caslwfforecasts on an ongoing basis, reviewing the
availability and sufficiency of financial resource=quired to meet the Group’s commitments and to
finance the Group’s strategic objectives.

Liquidity risk is mitigated with different finandianstruments such as loans and finance leasetheAt
reporting date the Group’s free cash totalled 3ikiam euros and loans and borrowings totalled 2.4
million euros (note 17).

5.5. Capital management

In capital management, the main objective is tauensustainable development of the Group so as to
ensure return for shareholders and benefits foero$takeholders and to maintain an optimal capital
structure to reduce the cost of capital.

In order to maintain or adjust the capital struetuhe Group may adjust the amount of dividendd pai
to shareholders, return capital to shareholdesagisew shares or sell assets to reduce debt.

According to established practice, the Group mesiits capital through debt to capital ratio andigqg
ratio. Debt to capital ratio is the ratio of nebteo total capital. Net debt is found by deductagh and
cash equivalents from total debt (short-term amg{eerm interest bearing liabilities in the condated
statement of financial position). Total capital si@ts of equity recognised in the consolidatedeatant
of financial position plus net debt. Equity ratiofound by dividing total equity by total assets.

Debt to capital ratio and equity ratio

As at 31 December Note 2012 2011
EUR'000

Interest-bearing loans and borrowings 17 2,381 3,814
Cash and cash equivalents 7 -3,352 -815
Net debt -971 2,999
Total equity 50,136 42,034
Total capital 49,165 45,033
Debt to capital ratio -2.0% 6.7%
Total assets 59,609 52,920
Equity ratio 84% 79%

The laws of the Parent company’s domicile set omimum requirements to the equity of companies.
In line with the law, the equity of a limited compadefined as company has to amount to at leakt hal
of its share capital and no less than 25 thousamdse In the reporting period, the Group was in
compliance with all legal and prudential requiretsdn equity.
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5.6. Determination of fair value (note 6)

The fair values of cash, receivables, payables stratt-term loans and borrowings do not differ
significantly from their carrying amounts becausese amounts will be settled within 12 months after
the reporting date. The fair values of long-terran® and borrowings do not differ significantly from

their carrying amounts because their interest matesegularly re-priced to market rates.

The carrying values of trade receivables and t@ad@bles less any impairment losses are assumed to
approximate their fair values. The fair value afaincial liabilities is estimated for disclosure pases

by discounting the future contractual cash flowthatcurrent market interest rate that is availablde
Group for similar financial instruments.

The fair value of financial instruments traded ativ'e markets (such as available-for-sale secasijiiie
based on their quoted market prices at the reppditie.

6 Financial instruments

6.1. Financial instruments in the statement of finacial position

As at 31 December Note 2012 2011
EUR‘000

Financial assets

Cash and cash equivalents 7 3,352 815
Trade and other receivables 8 6,493 7,848
Available-for-sale financial assets 12 21,386 16,023
Total 31,231 24,686
Financial liabilities

Interest-bearing loans and borrowings 17 2,381 3,814
Trade and other payables 19 5,902 6,268
Total 8,283 10,082

6.2. Fair values of financial instruments by categy

Other
Loans and Available financial Carrying Fair

EUR'000 Note receivables -for-sale liabilities amount value

At 31 December 2012

Cash and cash equivalents 7 3,352 0 0 3,352 3,352
Trade and other receivables 8 6,493 0 0 6,493 6,493
Available-for-sale financial assets 12 0 21,386 0 21,386 21,386
Total 9,845 21,386 0 31,231 31,231
Interest-bearing loans and borrowings 17 0 0 -2,381 -2,381 -2,381
Trade and other payables 19 0 0 -5902 -5902 -5,902
Total 0 0 -8,283 -8,283  -8,283
At 31 December 2011

Cash and cash equivalents 7 815 0 0 815 815
Trade receivables and other receivables8 7,848 0 0 7,848 7,848
Available-for-sale financial assets 12 0 16,023 0 16,023 16,023
Total 8,663 16,023 0 24,686 24,686
Interest-bearing loans and borrowings 17 0 0 -3,814 -3,814 -3,814
Trade and other payables 19 0 0 -6,268 -6,268 -6,268
Total 0 0 -10,082 -10,082 -10,082
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6.3. Credit quality of financial assets

Ageing of trade receivables

As at 31 December EUR’000 2012 2011
Not past due 5,405 7,065
Up to 3 months past due 568 390
3 to 6 months past due 70 67
Over 6 months past due 300 194
Total 6,343 7,716
7 Cash and cash equivalents

As at 31 December EUR’000 2012 2011
Cash on hand 6 5
Current accounts 2,946 807
Short-term deposit 400 3
Cash and cash equivalents 3,352 815
Cash and cash equivalents by currency:

As at 31 December EUR’000 2012 2011
EUR 2,826 571
LTL 435 141
SEK 91 103
Total 3,352 815
8 Trade and other receivables

As at 31 December EUR’000 Note 2012 2011
Trade receivables

Trade receivables 6,343 7,716
Allowance for impairment -62 -61
Trade receivables net of impairment allowance 6,281 7,655
Receivables from associates 30 209 132
Miscellaneous receivables 0 2
Other accrued income 3 59
Total receivables 6,493 7,848
Carrying amounts of the Group’s trade and othegivables by currency

As at 31 December EUR’000 2012 2011
EUR 5,292 6,408
LTL 1,081 1,433
SEK 120 7
Total 6,493 7,848
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A receivable is written down when it is reasonablassume that the Group will not be able to recove
the entire amount in accordance with the originayreed terms and conditionkdications of
impairment of a receivable include the debtor'sidigant financial difficulty, it being probable & the
debtor will enter bankruptcy, and settlement defaoit delays (receivable is over 180 days past due)

Movements in allowance for impairment of receivable

For the year ended 31 December EUR’000 2012 2011
At 1 January -61 -61
ltems expensed as doubtful -86 -2
Recovery of doubtful items 0 2
Doubtful items written off as irrecoverable 85 0
At 31 December -62 -61

Expenses from impairment of receivables are reseghin other distribution costs in the statement of
comprehensive income (note 25).

Other classes within trade and other receivablesoticontain impaired items.

9 Prepayments

As at 31 December EUR’000 Note 2012 2011
Prepaid taxes 20 78 29
Prepaid expenses 154 95
Total prepayments 232 124

10 Inventories

As at 31 December EUR’000 2012 2011
Raw and other materials 3,271 3,480
Work in progress 1,460 1,783
Finished goods 1,184 992
Merchandise purchased for resale 480 403
Total 6,395 6,658
Items written down to net realisable value 262 204
Expenses from write-down of inventories during year 38 30
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11 Investment in associate

Company’s name Core business Domicile
Draka Keila Cables AS Manufacture and wholesaleable Estonia
Draka Keila Cables AS share 2012 2011
Number of the shares 884 884
Ownership (%) 34.0 34.0
Par value of a share at 31 December (EUR) 639 639
EUR’000 2012 2011
Cost at 31 December 565 565
Carrying amount at 1 January 1,177 680
Share of profit under the equity method 1,118 497
Carrying amount at 31 December 2,295 1,177
Associate’s equity at the end of year 6,752 3,466
Investor’s share in equity 2,296 1,178
Unrealised gain -1 -1
Financial information on the associate
Assets at 31 December 11,478 13,296
Liabilities at 31 December 4,726 9,830

Revenue for the year ended 31 December
Profit for the year ended 31 December

51,74645,404

3,286

1,464

The associate’s shares are not listed on the stxaikange
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12 Other long-term financial investments

EUR’000 At 31 December
2012 2011
Available-for-sale equity securities 21,365 16,002
Other shares 21 21
Total 21,386 16,023
1. Available-for-sale equity securities
Carrying amount at 1 January 16,002 21,518
Sale of shares at sales price -189 0
Sales gain 14 0
Gain on change in fair value 5,538 -5,516
Carrying amount at 31 December 21,365 16,002
2. Other shares
Carrying amount at 1 January 21 21
Carrying amount at 31 December 21 21
Total carrying amount at 31 December 21,386 16,023
PKC Group OY] share 2012 2011
Number of the shares (1000) 1,385 1,400
Ownership (%) 6.4 6.6
Market price at 31 December (EUR) 1543 11.43

PKC Group Oyj's shares are listed on the Helsirtkck Exchange. The shares have been classified as
available-for-sale financial assets and are theee$tated in the statement of financial positiofiaat
value (note 3.3.b). The fair value of the shareth&r market value. Gains and losses arising from
changes in the fair value of financial assets acegnised in other comprehensive income. Changes in
the market value of shares may significantly infice the value of the Group’s assets and equity.
Information on PKQGroup Oyj's shares pledged as loan collateralgsldsed in note 18. In 2012, PKC
Group Oyj paid dividends of 0.60 euros per sha@4120.55 euros per share).

As the fair value of other shares cannot be medset@bly, they are measured at cost.
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13 Investment property

EUR’000 Land Buildings Total
At 31 December 2010

Cost 568 10,868 11,436
Accumulated depreciation 0 -2,733 -2,733
Carrying amount 568 8,135 8,703
Construction in progress 0 8 8
Total 568 8,143 8,711

Movements in 2011

Additions 253 2,252 2,505
Depreciation charge 0 -383 -383
Total 253 1,869 2,122

At 31 December 2011

Cost 821 13,034 13,855
Accumulated depreciation 0 -3,022 -3,022
Carrying amount 821 10,012 10,833

Movements in 2012

Additions 0 61 61
Depreciation charge 0 -440 -440
Total 0 -379 -379

At 31 December 2012

Cost 821 13,095 13,916
Accumulated depreciation 0 -3,462 -3,462
Carrying amount 821 9,633 10,454

The Group's investment properties are of a speeidlinature, comprising production and office
buildings in Keila and Haapsalu (Estonia), whesnsactions with similar properties are irregular or
there are no similar properties. Due to this amdléinge number of the properties, determinatiothef
fair value of the investment properties would bestiyo and might not produce reliable results.
Therefore, the Group has not commissioned valustitom independent experts. According to
management’s estimates, at 31 December 2012 thealaie of the Group's investment properties was
12.5 million euros.

In 2012, direct property maintenance and repaitsctigalled 0.24 million euros (2011: 0.22 million
euros). Information on rental income is disclosedate 15.
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14 Property, plant and equipment

14.1. Movements in property, plant and equipment

Plantand  Other
EUR’000 Land Buildings equipment items Total
At 31 December 2010
Cost 208 7,547 7,186 832 15,773
Accumulated depreciation 0 -1,159 -4,817 -527 -6,503
Carrying amount 208 6,388 2,369 305 9,270
Construction in progress 0 0 79 1 80
Total 208 6,388 2,448 306 9,350
Movements in 2011
Additions 0 39 372 96 507
Depreciation charge for the year 0 -287 -505 -79 -871
Disposals 0 0 0 -1 -1
Reclassification 0 -5 83 -78 0
Total 0 -253 -50 -62 -365
At 31 December 2011
Cost 208 7,574 7,669 808 16,259
Accumulated depreciation 0 -1,439 -5,277 -564 -7,280
Carrying amount 208 6,135 2,392 244 8,979
Construction in progress 0 0 6 0 6
Total 208 6,135 2,398 244 8,985
Movements in 2012
Additions 0 177 134 175 486
Depreciation charge for the year 0 -284 -521 -114 -919
Disposals 0 0 -6 0 -6
Reclassification 0 0 -5 5 0
Total 0 -107 -398 66 -439
At 31 December 2012
Cost 208 7,896 6,617 895 15,616
Accumulated depreciation 0 -1,906 -4,619 -585 -7,110
Carrying amount 208 5,990 1,998 310 8,506
Construction in progress 0 38 2 0 40
Total 208 6,028 2,000 310 8,546

At 31 December 2012, the total cost of the Grouply depreciated items of property, plant and
equipment that were still in use was 2,609 thousamds (31 December 2011: 2,207 thousand euros).
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14.2. Property, plant and equipment acquired with ihance lease

Carrying
EUR’000 Cost  Depreciation amount
At 31 December 2010 2,663 -207 2,456
Additions 13 0 13
Depreciation 0 -145 -145
Lease discontinued -74 54 -20
At 31 December 2011 2,602 -298 2,304
Additions 28 0 28
Depreciation 0 -121 -121
Lease discontinued -15 17 2
At 31 December 2012 2,615 -402 2,213
Information on finance lease liabilities and letesens is disclosed in note 17.
14.3. Property, plant and equipment leased out undeperating leases
EUR’000 At 31 December
2012 2011
Plant and equipment
Cost of items leased out 17 19
Accumulated depreciation -7 -6
Carrying amount at end of period 10 13
The Group has leased out production plant and etgrip under operating leases.
15 Operating leases
EUR’000 For the year ended 31 Decemb
Note 2012 2011
Lease income
- on investment property 2,178 2,062
- on plant and equipment 2 2
Total 25 2,180 2,064
Lease expense
Land 35 32
Office, commercial and production premises 74 62
Vehicles 113 87
Other 4 4
Total 226 185

In the statement of comprehensive income, leasamiacis recognised in revenue; the expenses and
depreciation related to assets that have beerdeagere recognised in the cost of sales.
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Future lease payments under non-cancellable operat) leases

As at 31 December EUR’000 2012 2011
Lease income
<1 year 2,160 2,126
1-5 years 3,482 4,035
> 5 years 2,958 3,097
Total lease income 8,600 9,258

Lease expenses

<1 year 87 100
1-5 years 156 215
Total lease expenses 243 315

16 Intangible assets

Development
EUR’000 expenditure Licenses Other  TOTAL
At 31 December 2010
Cost 145 691 0 836
Accumulated amortisation 91  -324 0 -415
Carrying amount 54 367 0 421
Movements in 2011
Additions 20 36 44 100
Amortisation charge for the year -15 -76 -8 -99
Total 5 -40 36 1
At 31 December 2011
Cost 166 719 44 929
Accumulated amortisation -107  -392 -8 -507
Carrying amount 59 327 36 422
Movements in 2012
Additions 5 135 0 140
Amortisation charge for the year -33 -70 -7 -110
Effect of movements in foreign exchange rates 0 -0 -1 -1
Total -28 65 -8 29
At 31 December 2012
Cost 170 848 43 1,061
Accumulated amortisation -139  -456 -15 -610
Carrying amount 31 392 28 451

Development expenditure comprises direct costsaehm the production and testing of products. Othe
intangible assets include mainly product manufémgulicences and software.
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17 Interest-bearing loans and borrowings

17.1. Interest-bearing loans and borrowings at 31 &ember

EUR’000 2012 2011
Current interest-bearing loans and borrowings
Short-term bank loans 796 1,975
Current portion of lease liabilities 279 270
Total current interest-bearing loans and borrowings 1,075 2,245
Non-current portion of lease liabilities 1,306 1,569
Total non-current interest-bearing loans and borrowngs 1,306 1,569
Total interest-bearing loans and borrowings 2,381 3,814
Interest-bearing loans and borrowings at beginningf the year 3,814 3,367
Changes during the year
Increase (+)/decrease (-) in short-term loans 174 771
Settlement of long-term bank loan 0 -65
Acquisition of new finance lease liabilities 28 13
Settlement of non-current finance lease liabsit -282 -272
Interest-bearing loans and borrowings at end of therear 2,381 3,814

17.2. Details of short-term bank loans

At 31 December

Base currencyLoan limit in base currency Interest rate

2012 2011 2012 2011 2012 2011
EUR’000 600 600 1 month euribor+0.5% +0.5% 275 544
EUR’000 1,200 1,200 1 month euribor+0.4% +0.4% 521 1,085
EUR’000 33 33 Nordea base rate +1.75%+1.75% 0 0
EUR’000 500 500 1 month euribor+0.4% +0.4% 0 346
Total short-term bank loans 796 1,975

Information on assets pledged as loan collategalasented in note 18.
17.3. Finance lease liabilities

Present value of lease payments

EUR’000 Original cost Settlement Present value
At 31 December 2010 2,515 -417 2,098
Acquisition of new lease liabilities 13 0 13
Finance lease payments made 0 -251 -251
Lease discontinued -38 17 -21
At 31 December 2011 2,490 -651 1,839
Acquisition of new lease liabilities 28 0 28
Finance lease payments made 0 -282 -282
At 31 December 2012 2,518 -933 1,585

In most lease contracts the base currency is the & 31 December 2012, finance lease liabilities
whose base currency was the Lithuanian litas, ateduto 22 thousand euros, (31 December 2011: 12

thousand euros).
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At 31 December 2012, the interest rates of findease contracts were in the range of 1.4% to 33P6 (
December 2011: 1.4% to 9.9%). In 2012, the weiglatesrage effective interest rate of finance lease
liabilities was 1.7 % (2011: 1.6 %).

17.4. Finance lease liabilities by maturities

EUR’000 <l year 1-5years > 5 years Total
At 31 December 2011
Minimum amount of lease payments 303 1,082 597 1,982
Future finance charges -33 -85 -25 -143
Present value of lease payments 270 997 572 1,839
At 31 December 2012
Minimum amount of lease payments 308 1,003 407 1,718
Future finance charges -29 -78 -26 -133
Present value of lease payments 279 925 381 1,585

Lease payments are made monthly.

18 Loan collateral and pledged assets

Pledged assets As at 31 December Overdraft limit
Shares in PKC Groupyj EUR’000 2012 2011
830,638 shares 1,134 1,100

At 31 December 2012, the carrying amount of shpledged as loan collateral amounted to 12.8 million
euros. The shares are pledged to the bank untibkdijations to the bank have been fully settled.
According to the pledge agreement, the Group hasothligation to immediately pledge additional
shares, if the market value of the pledged shaeesedses and does not exceed the outstanding loan
principal by at least 50%. Further information dPGroup Qyj's shares can be found in note 12.

19 Trade and other payables

As at 31 December EUR’000 2012 2011
Trade payables 3,411 4,271
Accrued expenses

Payables to employees 1,378 1,519
Interest payable 1 2
Other 143 157
Total 1,522 1,678
Advances from customers 858 216
Payables to associates (for goods and services) 56 1
Miscellaneous payables 55 102
Total 5,902 6,268
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Trade payables

As at 31 December EUR’000 2012 2011
Trade payables

Payable for goods and services 3,405 4,194
Payable for property, plant and equipment 0 5
Payable for investment property 6 45
Payable fointangible assets 0 27
Total 3,411 4,271
20 Taxes

As at 31 December EUR’000 2012 2011
Prepaid taxes

Value added tax 76 9
Prepaid income tax 0 20
Social security tax 2 0
Total 78 29
Tax liabilities

Value added tax 556 263
Income tax liability 75 29
Personal income tax 183 178
Social security tax 285 292
Other taxes 25 25
Total 1,124 787
21 Provisions

Warranties provision Other provisions TOTAL

EUR’000 2012 2011 2012 2011 2012 2011
At 1 January 5 89 12 0 17 89
Provisions made during the year 34 18 15 12 49 30
Provisions used during the year -31 -102 -12 0 -43  -102
At 31 December 8 5 15 12 23 17

Warranties provisions are recognised to cover grplevarranty expenses. Under the sales agreements,

the Group grants products sold a one-year warm@umtyig which it has to repair or replace substathdar

and defective products free of charge.
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22 Contingent liabilities

22.1. Corporate income tax

As at 31 December EUR’000 2012 2011
Consolidated retained earnings 15,008 12,672
Maximum possible dividend 11,856 10,011
Income tax payable on the maximum possible dividend 3,152 2,661

The maximum possible income tax liability has beatculated under the assumption that the net
dividend and the related income tax liability cahexceed retained earnings as at 31 December 2012.

The contingent income tax liability has been calted based using the tax rate effective from lagnu
2012 (2011: from 1 January 2010). If the annualegeinmeeting approves the management board’'s
proposal to distribute a dividend of 1,566 thousaunrbs, there will arise an income tax liability44f6
thousand euros.

23 Capital and reserves

23.1. Share capital and share premium

As at 31 December Unit 2012 2011
Share capital EUR’000 12,180 11,760
Par value of a share EUR 0.70 0.70
Number of shares issued (fully paid) '000 17,400 16,800
Share premium EUR’000 240 0

The annual general meeting that convened on 3 N)ag 2ecided to implement the option programme
approved by the annual general meeting on 23 A®@9 for members of the governing bodies and
employees of companies belonging to AS Harju Ele@®up and members of the management board
of the associate.

The shares could be subscribed for from 1 Juné ttuthe 2012 by all those that had previously signed
share subscription agreement. All 600 thousandeshaith a 0.70 euro par value each that were to be
issued were subscribed for. The shares were paicbfcurrently with subscription. The issue priée o
the shares was 1.10 euros. By 15 June 2012, theo&ugmhad received for the shares 660 thousand
euros including share premium of 240 thousand euklier the share issue, the share capital of AS
Harju Elekter amounts to 12,180 thousand euros ianthade up of 17.4 million ordinary shares.
According to the articles of association, the maximauthorised number of shares is 20 million. The
shares that were subscribed for in June entitl&dhders to dividends from 2012.

The increase in share capital was entered in tlmen@ocial Registry on 6 July 2012.

23.2. Dividend per share

Based on the profit allocation proposal, in 201& @ompany paid for 2011 a dividend of 0.07 euras pe
share, i.e. 1,176 thousand euros in aggregate.diM@ends were paid out on 22 May 2012. In the
previous year, the Company paid for 2010 a dividein@.06 euros per share, i.e. 1,008 thousand euros
in aggregate.

According to the profit allocation proposal, thenguany will pay for 2012 a dividend of 0.09 euros pe
share, i.e. 1,566 thousarelrosin aggregate. The dividend will be recognised wltlea profit
allocation proposal has been approved by the argamaral meeting.
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23.3. Shareholders holding over 5% of the votes d&imined by shares

As at 31 December 2012 2011
AS Harju KEK 31.70% 32.14%
ING Luxembourg S.A 10.92% 11.31%
Lembit Kirsme 8.10% 8.33%
Endel Palla 6.06% 6.11%
CITIBANK(LONDON)/POHJOLA BANK PLC 4.54% 5.10%
Others 38.68% 37.01%

23.4. Interests of members of the management andmervisory boards of AS Harju Elekter

Number of Direct Indirect

shares ownership ownership
Palla, Endel Chairman of the supervisory board 3,888 6.06% 0.34%
Talgre, Madis Member of the supervisory board 30,00 0.18% 0.00%
Kabal, Ain Member of the supervisory board 13,660 0.08% 0.00%
Toome, Andres Member of the supervisory board 1D,00 0.06% 0.06%
Tombak, Triinu Member of the supervisory board 00,0 0.06% 0.00%
Allikmée, Andres  Managing director/CEO 196,800 1.13% 0.00%
Total 1,315,288 7.57% 0.40%

The number of shares held by shareholders and @venership interests were determined on 31
December 2012 at 11:59 p.m. In accordance withiules of the Tallinn Stock Exchange, an issuer has
to disclose in the annual report the number of ifiseler's shares that are held by members of its
management and supervisory boards (direct inteagst)people connected to them (indirect interest) a
at the end of the financial year. Voting power beiog to a company controlled by a shareholder is
also treated as indirect interest. People connedotstiareholders include their spouses, minor amld
and people sharing the household with them.

24 Segment reporting

The management board of the Group’s Parent comp@eiyjarju Elekter, reviews the Group’s internal
reports to assess the Group’s performance and ke mhacisions about allocation of resources. The
management board has determined the Group’s opgisggments on the basis of these reports.

Two segments — manufacturing and real estate —destenguished in the consolidated financial
statements.

Manufacturing -The segment is involved in the manufacture and afgb@wer distribution and control
equipment and systems as well as associated sgivitThe entities of this segment are AS Harju
Elekter Elektrotehnika, AS Harju Elekter TeletetmiklAB Rifas and Satmatic Oy.

Real estate- The segment is involved in real estate developmmaintenance and rental, services
related to managing real estate and productionoctizgzand intermediation of services. Real edtase
been identified as a reportable segment becausathe of its assets exceeds the aggregate valie of
assets of all segments by 10%.
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Other activities— The segment is involved in selling productshef Group and companies related to the
Group as well as other goods necessary for elatinstallation works mainly to retail customersian
small- and medium-sized electrical installation pamies and in providing management services. Other
activities are less significant for the Group aonda& of them constitutes a separate reporting segmen

Manu- Real Other Elimi- Consoli-
2012 EUR’000 Note facturing estate activities nations dated
Revenue from external customers 25 47,7282,395 2,678 0 52,801
Inter-segment revenue 464 1,003 300 -1,767 0
Total revenue 48,192 3,398 2,978 -1,767 52,801
Operating profit 1,280 1,140 -367 -83 1,970
Segment assets 22,402 10,886 3,303 -812 35,779
Unallocated assets 23,830
Total assets 59,609
Segment liabilities 9,330 179 423 -812 9,120
Unallocated liabilities 353
Total liabilities 9,473
Capital expenditure 13, 14, 16 461 61 165 0 687
Depreciation charge for the year 13, 14, 16 887 440 143 -1 1,469
2011
Revenue from external customers 25 41,8332,400 2,441 0 46,674
Inter-segment revenue 484 951 269 -1,704 0
Total revenue 42,317 3,351 2,710 -1,704 46,674
Operating profit 1,245 1,827 -941 -106 2,025
Segment assets 24,043 11,107 2,132 -385 36,897
Unallocated assets 16,023
Total assets 52,920
Segment liabilities 10,052 136 455 -385 10,258
Unallocated liabilities 628
Total liabilities 10,886
Capital expenditure 13,14, 16 497 2,505 110 0 3,112
Depreciation charge for the year 13, 14, 16 845 383 126 -1 1,353

The Group assesses the performance of its opersgéiggnents on the basis of revenue and operating
profit. In external reporting, the management boalsb uses the EBITDA margin. Based on the

assessment of the Parent company’s management, lat@dsegment transactions are carried out on
ordinary market terms that do not differ substdigtiom the terms agreed in transactions conducted
with third parties.
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The assets of the Manufacturing segment includditleet assets of the segment and those allocated t
it. The assets of the Real estate segment and Qittenities segment consist mainly of trade
receivables, inventories and non-current assetsllddated assets comprise the Parent company’s
(Estonia) cash, other receivables, prepayment®#ned financial investments.

The liabilities of the Manufacturing segment in@uthe direct liabilities of the segment and those
allocated to it. The liabilities of the Real estatgyment and Other activities segment consist gnaiinl
payables for goods, services and non-current assdated to these activities, advances from custeme
and deferred income. Unallocated liabilities conefsthe Parent company’s (Estonia) interest-begrin
loans and borrowings, tax liabilities and accruepleases.

Capital expenditure comprises acquisitions of itmesit properties (note 13), property, plant and
equipment (note 14) and intangible assets (note 16)

For the year ended 31 December EUR’000 Note 2012 2011
REVENUE BY MARKET

Estonia 17,744 17,997
Finland 25,525 21,347
Lithuania 3,024 4,283
Sweden 1,246 270
Other EU countries 2,639 1,060
Non-EU countries 2,623 1,717
Total 25 52,801 46,674

25 Further information on income statement line itens

For the year ended 31 December EUR’000 Note 2012 2011
REVENUE BY BUSINESS ACTIVITY

Electrical equipment 44,079 37,887
Sheet metal products and services 1,143 1,251
Telecom products and services 1,057 868
Intermediary sale of electrical products and congmis 3,586 3,916
Commerce and mediation of services 372 406
Rental income 15 018 2,064
Other services 384 282
Total 24 52,801 46,674
COST OF SALES

Goods and materials -32,933 -29,160
Services -1,730 -1,725
Personnel expenses (see below) -7,583 -7,155
Depreciation and amortisation -1,172 -1,102
Other costs -711 -288
Change in work in progress and finished goods itoréas -19 542
Total -44,148 -38,888
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For the year ended 31 December 2012 2011
DISTRIBUTION COSTS
Services purchased -482 -333
Personnel expenses (see below) -1,916 -1,594
Depreciation and amortisation -33 -36
Other -370 -410
Total -2,801 -2,373
ADMINISTRATIVE EXPENSES
Services purchased -546 -329
Personnel expenses (see below) -2,362 -2,143
Depreciation and amortisation -264 -215
Other -704 -665
Total -3,876 -3,352
- Of which development costs -556 -470
Personnel expenses allocated to cost of sales,
distribution costs and administrative expenses:
Salaries and other remuneration -9,142 -7,699
Social security and other taxes on salaries aner odmuneration -2,557  -2,398
Share-based payments -85 -106
Accruals =77 -689
Total -11,861 -10,892
OTHER INCOME
Gains on sale of property, plant and equipment 1
Interest on arrears and penalty payments received 6 10
Other 37 5
Total 49 16
OTHER EXPENSES
Interest on arrears, penalty payments and sintdars paid -11 -7
Gifts and donations made -28 -26
Other -16 -19
Total -55 -52
FINANCE INCOME
Interest income 9 11
Dividend income 854 795
Net income from foreign exchange differences 4 0
Income from sale of financial assets 175 0
Total 1,042 806
FINANCE COSTS
Interest expense -45 -60
Net loss from foreign exchange differences 0 -2
Total -45 -62
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26 Income tax and deferred tax

Income tax expense

EUR’000 2012 2011
Income tax expense 454 353
Deferred income tax expense/income 28 -35
Income tax expense in the statement of comprehensiincome 482 318

Theoretical income tax calculated on the GrouptHipdiffers from actual income tax expense for the
reasons explained in the following table.

Income tax by regions for the year ended at 31 Deader 2012

EUR ‘000 Estonia Finland Lithuania Sweden Total
Profit (loss) before income tax 3,522 405 264 -106 4,085
Income tax rate 0% 24.5% 15% 26.3%

Theoretical income tax expense 0 99 40 -28 111
Income tax expense on dividends 274 0 0 0 274
Utilisation of tax losses carried forward 0 0 0 28 28
Effect of tax exempt income 0 0 -10 0 -10
Effect of non-deductible expenses 0 28 19 0 47
Change in recognised deferred tax assets 0 -1 0 33 32
Income tax expense 274 126 49 33 482
Change in unrecognised deferred tax assets 0 O 0 61 61

Income tax by regions for the year ended at 31 Deader 2011

EUR ‘000 Estonia Finland Lithuania Sweden  Total
Profit (loss) before income tax 2,674 338 357 -103 3,266
Income tax rate 0% 26% 15% 26.3%

Theoretical income tax expense 0 88 53 -27 114
Income tax expense on dividends 231 0 0 0 231
Utilisation of tax losses carried forward 0 0 -6 0 -6
Effect of tax exempt income 0 0 -46 0 -46
Effect of non-deductible expenses 0 27 6 0 33
Change in recognised deferred tax assets 0 -3 0 -5 -8
Income tax expense 231 112 7 -32 318

The change in deferred tax assets in 2012 resoitstly from a change in the estimate of the exttent
which the assets can be utilised in the future.
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Deferred income tax assets at 31 December 2012

EUR ‘000 Lithuania Finland Sweden Total
Non-current portion of deferred tax assets 4 1 0 5
Of which on property, plant and equipment 0 1 0 1
Of which on tax loss carry-forwards 4 0 0 4

Deferred income tax assets at 31 December 2011

EUR ‘000 Lithuania Finland Sweden Total
Non-current portion of deferred tax asset 0o 3 32 35
Of which on property, plant and equipment 0 3 0 3
Of which on tax loss carry-forwards 0 0 32 32

The recovery of the deferred income tax assetsngrisom tax loss carry-forwards depends on the
subsidiaries’ future taxable profits which at tleparting date exceed the existing losses to beedarr
forward. An analysis of the subsidiaries’ expectatiire profits was carried out on preparing the
financial statements. Generation of profit assumainment of each subsidiary’s strategic targets.
Deferred tax assets were recognised to the exbeutitt is probable that they can be utilised in the
future.

The Group does not recognise deferred tax asséts thiousand euros (31 December 2011: nil euros) in
its statement of financial position. The deferraxl asset resulted from tax losses of 220 thousaras e
that can be carried forward and used to reducedutx liabilities. Tax losses of 220 thousand tteat

be carried forward will expire within ten yearseafthe reporting date.

27 Basic and diluted earnings per share

Basic earnings per sham@e calculated by dividing the net profit for theay by the weighted average
number of shares outstanding during the period.

Diluted earnings per sharare calculated by considering the effects of diltilie potential shares. As

at the reporting date the Group had 434.96 thoupatehtial ordinary shares. In accordance with the
decision of the annual general meeting that conrveme3 May 2012, the price of a share was fixed at
2.36 euros. In the case of share-based paymeniish ate regulated by IFRS 2, the subscription price
of the shares also includes the cost of servicesivable from the employees for the share-based
payments. An independent expert determined thav#éhee of the services was 0.50 euros per each
share to be issued. Thus, within the meaning ofSIRthe subscription price per each share is 2.86
(2.36+0.50) euros and the potential shares wilbbezdilutive only after their average market pifice

the period exceeds 2.86 euros.

The average market price of the share was 2.4&@ur2012 and 2.84 euros in the comparative period.
Hence, the potential shares did not have a dilffect.

Unit 2012 2011
Profit attributable to owners of the Parent EUROCO00O 3,517 2,773
Average number of shares during the period '000 17,093 16,800
Basic earnings per share for owners of the Parent URE 0.21 0.17
Adjusted number of shares during the period '000 ,093 17,042
Diluted earnings per share EUR 0.21 0.16
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28 Government grants

EUR’000 2012 2011
Government grants related to assets 14 59
Of which for acquisition of plant and equiprhen 14 59
Government grants related to income 14 40
Of which for covering training costs 4 21
Of which for covering development costs 10 19
Total 28 99

Assets acquired with a grant are recognised atlesstthe amount of the government grant received i
support of their acquisition. Grants related tcome are recognised as a reduction of the costsattgey
intended to compensate (note 3.20).

29 Further information on line items in the statemat of cash flows

For the year ended 31 December EUR’000 Note 2012 2011
Corporate income tax paid

Income tax expense in the statement of comprehemnstome 26 -482 -318
Decrease (+)/increase (-) in prepayment and deziedisicrease

(+) in liability 20 66 -10
Deferred income tax expense/income 28 -34
Corporate income tax paid -388 -362
Interest paid

Interest expense in the statement of comprehemsteene 25 -45 -60
Decrease (-)/increase (+) in interest liabilities 91 -1 1
Interest paid -46 -59
Paid for investment property

Acquisitions 13 -61 -2,505
Decrease (-)/increase (+) in acquisition-relatadility 19 -39 45
Paid for investment property -100 -2,460
Paid for property, plant and equipment

Acquisitions of property, plant and equipment 14 864 -507
Acquired with finance lease 14 28 13
Decrease (-)/increase (+) in acquisition-relataHility 19 -5 5
Paid for property, plant and equipment -463 -489
Proceeds from sale oproperty, plant and equipment

Carrying amount of property, plant and equipmeld so 14 6 1
Gain on sale of property, plant and equipment 6 1
Proceeds from sale oproperty, plant and equipment 12 2
Paid for intangible assets

Acquisitions of intangible assets 16 -140 -100
Decrease (-)/increase (+) in acquisition-relatadility 19 -27 27
Effect of movements in exchange rates -1 0
Paid for intangible assets -168 -73
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30 Related parties

The related parties of AS Harju Elekter are assediaompany AS Draka Keila Cables, members of the
Group’s management and their close family membend, AS Harju KEK which owns 31.7% of the
shares in AS Harju Elekter. The Group’s managencenmiprises members of the Parent company’s
supervisory and management boards. The managemand has one member and the supervisory
board has five members.

Transactions with related parties

For the year ended 31 December EUR’000 2012 2011
Purchase of goods and services from related parties

- from the associate 474 436

- from Harju KEK 67 343
Total 541 779
Of which:

- goods and materials 474 436

- lease of property plant and equipment 65 65

- other services 2 3

- purchase of non-current assets 0 275
Sale of goods and services to related parties:

- to the associate 722 765

- to Harju KEK 5 3
Total 727 768
Of which:

- goods and materials 18 43

- lease of property plant and equipment 680 685

- other services 29 40
Balances with related parties
Receivables from the associate for goods and ssrvic 209 132
Payables to the associates for goods and services 56 1
Remuneration of the management and supervisory bods

- salaries, bonuses, additional remuneration 2 19 198

- fringe benefits 15 11
Total 207 209
Share-based payments

- to management of the associate 1 2

- to management of Harju KEK 3 7

- to members of the management and superviszagds of

AS Harju Elekter 17 15

Total 21 24

The managing director/CEO is not entitled to anypspen benefits from the Group. The managing
director/CEO is entitled to termination benefitattimay extend to his 10-fold monthly board member
remuneration.

During the option programme implemented in June220dach member of the management and
supervisory boards of AS Harju Elekter (except®dimu Tombak) subscribed for 10 thousand shares,
i.e. 50 thousand shares in aggregate. The annuedragemeeting that convened on 3 May 2012
announced a new option programme for the years 8)2P15. Each member of the management and
supervisory boards was issued an option for thescsigsion of up to 20 thousand shares, i.e. 120
thousand shares in aggregate.
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Share-based payments

The annual general meeting that convened on 23 2pf9 decided to arrange a share issue (direct
offering) for the Group’s employees and memberthefgoverning bodies of the Group and companies
related to the Group during the period 1 June tdurfe 2012. During the issue, the Group issued 600
thousand new registered shares with a par valU@76f euros. The issue price of the shares was the
average price of the AS Harju Elekter share onTiddénn Stock Exchange during the period 4 May to
29 May 2009 measured in euros (EUR) plus ten pereei%) of that price. Accordingly, the issue
price of a share was 1.10 euros. The subscripiiginisr were recognised in accordance with the
principles of IFRS 2. The Group measured the valuthe services received from the employees in
return for the shares based on the fair value ef dhbscription rights at the date the preliminary
agreements were signed. An independent expertndieied that the value was 0.55 euros per right to
subscribe for one share. In 2012 the expense oédiesed payments recognised as personnel expenses
amounted to 49 thousand euros.

The annual general meeting that convened on 3 Mdy,2decided to arrange a share issue (direct
offering) for the Group’s employees and memberthefgoverning bodies of the Group and companies
related to the Group in 2015. Participants may &tils for the shares provided they have signed a
preliminary agreement and have an effective empéror service relationship during the subscription
period until the date of subscription of the shafieslusive). During the signature of preliminary
agreements (18 June to 29 June 2012) subscripglots were registered in respect of 434,960 shares.

The issue price of the shares was the average @irite2e AS Harju Elekter share on the Tallinn Stock
Exchange during the period 1 June to 15 June 2@&sumed in euros (EUR). Accordingly, the issue
price of a share was 2.36 euros.

The subscription rights were recognised in accardawith the principles of IFRS 2. The Group
measured the value of the services received frenemhployees in return for the shares based orathe f
value of the subscription right at the date thdimieary agreements were signed. An independent
expert determined that the value was 0.50 eurosgigrto subscribe for one share. In 2012 the pgpe

of share-based payments recognised as personrehseg amounted to 36 thousand euros. Together
with the 2009 option programme concluded in Jur228hare-based payments for the year totalled 85
thousand euros (2011: 106 thousand euros).

Fair value was determined using the Black-Scholesng model. The variables used included the
weighted average market price of the share (2.86sguthe expected volatility of the share (35%¢ t
risk-free interest rate (1%), the expected dividand the length of time between the conclusiorhef t
preliminary agreements and the planned date ofcsiptisn (3 years).

31 Acquisition of an additional stake in the subsiry UAB Rifas

In accordance with an agreement signed3@hNovember 202, AS Harju Elekteracquired an
additionalll.®so stake in the subsidiakJAB Rifas for 391 thousand eurdsgreasing its ownership
interest t062.26. The carrying amount of the non-controlling ietrwas 404 thousand euros. The
difference between cost and carrying amount of Hiisgand euros was recognised in equity, as an
increase in retained earnings.

If certain conditions specified in the agreementise in 2013 and 2014, the Parent company may have
to pay an additional 84 thousand euros in 2014 201h, which will be recognised in equity as a
reduction of retained earnings. Management corsitler probability of realisation of the obligation
remote.

UAB Rifas was established in 1991 and its core rigss is the manufacture and distribution of
industrial automation equipment and electricitytritisition and transmission equipment. UAB Rifas has
a 51% interest in a subsidiary, Automatikos IrablgdB, engaged in the provision of design services.
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32 Primary financial statements of the Parent

In accordance with the Estonian Accounting Act, rtbies to the consolidated financial statementg hav
to include the Parent company’'s separate primamgnitial statements (i.e. statement of financial
position, statement of comprehensive income, seerof cash flows and statement of changes in
equity) (note 2).

PARENT COMPANY’'S STATEMENT OF FINANCIAL POSITION

As at 31 December

EUR’000 2012 2011
Cash and cash equivalents 850 203
Trade receivables 412 406
Receivables from related parties 1,190 589
Other receivables and prepayments 53 45
Inventories 333 338
Total current assets 2,838 1,581
Investments in subsidiaries 3,326 2,935
Investments in associates 565 565
Other long-term financial investments 21,386 16,023
Investment property 13,021 13,383
Property, plant and equipment 411 389
Intangible assets 300 278
Total non-current assets 39,009 33,573
TOTAL ASSETS 41,847 35,154
Liabilities

Loans and borrowings 0 346
Trade payables 345 399
Payables to related parties 107 0

Tax liabilities 117 78

Other payables and advances received 197 206
Total current liabilities 766 1,029
Other long-term liabilities 44 0

Total liabilities 810 1,029
Equity

Share capital 12,180 11,760
Share premium 240 0

Reserves 21,353 15,874
Retained earnings 7,264 6,491
Total equity 41,037 34,125
TOTAL LIABILITIES AND EQUITY 41,847 35,154
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PARENT COMPANY’'S STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December

EUR’000 2012 2011
Revenue 5,845 5,899
Cost of sales -3,370 -3,498
Gross profit 2,475 2,401
Other income 6 4
Distribution costs -352 -358
Administrative expenses -1,215 -1,023
Other expenses -33 -33
Operating profit 881 991
Income from subsidiaries 344 274
Income from available-for-sale financial assets

-Dividend income 854 795

-Income from sale of investments 175 0
Interest income 13 11
Interest expense -2 -2
Foreign exchange gain 8 0
Profit before tax 2,273 2,069
Income tax expense -221 -188
Profit for the year 2,052 1,881
Other comprehensive income
Net change in fair value of available-for-sale
financial assets 5,376 -5,516
Total comprehensive income for the year 7,428 -3,635

81




AS HARJU ELEKTER

ANNUAL REPORT 2012

PARENT COMPANY’'S STATEMENT OF CASH FLOWS

EUR’000 2012 2011
Cash flows from operating activities
Operating profit 881 991
Adjustments for
Depreciation, amortisation and impairment lgsse 703 632
Gain on sale of property, plant and equipment -4 0
Change in receivables -116 234
Change in inventories 5 -69
Change in payables 69 -12
Corporate income tax paid -221 -188
Interest paid -2 -2
Net cash from operating activities 1,315 1,586
Cash flows from investing activities
Acquisition of property, plant and equipment aningible assets -431 -2,561
Acquisition of a subsidiary -391 0
Proceeds from sale of financial assets 189 0
Proceeds from sale of property, plant and equipment 6 0
Loans provided -431 -308
Interest received 11 9
Dividends received 1,198 1,069
Net cash from/used in investing activities 151 -1,791
Cash flows from financing activities
Proceeds from issue of share capital 660 0
Other long-term liabilities 43 0
Proceeds from borrowings 0 346
Repayment of loans received -346 0
Dividends paid -1,176 -1,008
Net cash used in financing activities -819 -662
Net cash flows 647 -867
Cash and cash equivalents at beginning of year 203 1,070
Increase/decrease in cash and cash equivalents 647 -867
Cash and cash equivalents at end of year 850 203
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PARENT COMPANY’'S STATEMENT OF CHANGES IN EQUITY

Fair
Share Share Capital  value Retained
capital premium reserve reserve earnings TOTAL

EUR000
At 31 December 2010 10,737 383 1,073 20,317 6,258 38,768
Profit for the year 0 0 0 0 1,881 1,881
Other comprehensive income 0 0 0 -5,516 0 -5,516
Total comprehensive income 0 0 0 -5,516 1,881 -3,635
Increase of share capital 1,0 -383 0 0 -640 0
Dividends 0 0 0 0 -1,008 -1,008
At 31 December 2011 11,760 0 1,073 14,801 6,491 34,125
Profit for the year 0 0 0 0 2,052 2,052
Other comprehensive income 0 0 5,376 0 5,376
Total comprehensive income 0 0 5,376 2,052 7,428
Contribution to share capital 420 240 0 0 0 660
Increase of capital reserve 0 0 103 0 -103 0
Dividends 0 0 0 0 -1,176 -1,176
At 31 December 2012 12,180 240 1,176 20,177 7,264 41,037
EUR’000 2012 2011
Adjusted unconsolidated equity at 31 December 41,03 34,125
Interests under control and significant influence:

- Carrying amount -3,891 -3,500

- Carrying amount under the equity method 11,636 9,688
Adjusted unconsolidated equity at 31 December 482 40,313

According to the Estonian Accounting Act, the amowhich can be distributed to the shareholders is
calculated as follows: adjusted unconsolidatedtgdess share capital, share premium and reserves.
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MANAGEMENT BOARD’S CONFIRMATION OF THE CONSOLIDATED  ANNUAL
REPORT

The Management Board confirms that managementtregaet out on pages 5-37 gives a true and fair
view of the key events occurred in the reportingqeeand their impact on the financial statements
contains a description of key risks and uncertesmbf the remaining period of the financial yead an
provides an overview of important transactions whih related parties.

The Management Board confirms the correctness ampleteness of AS Harju Elekter consolidated
financial statements for the year 2012 as set oyages 38-83 and that:

e the accounting policies used in preparing the fif@nstatements are in compliance with
International Financial Reporting Standard as agbbpt the European Union;

e the financial statements give a true and fair viwthe financial position, the results of the
operations and the cash flows of the Parent anGtbap;

e Tallinna Kaubamaja AS and its subsidiaries are@ooncerns.

Andres Allikmae Managing Director/CEO [signature/ UApril 2013

SIGNATURES TO THE ANNUAL REPORT OF 2012

The management board has prepared the activitytrapd the annual financial statements of AS Harju
Elekter and the Group for 2012.

Andres Allikmae Managing Director/CEO [signature/ "April 2013
The supervisory board has reviewed the annual repepared by the management board (pp. 5-83)

including an activity report and annual financitdtements and has approved its presentation to the
general meeting of the shareholders.

Endel Palla Chairman of the Supervisory /digredt 16 April 2013
Ain Kabal Member of the Supervisory Board [sigme/ 16 April 2013
Madis Talgre Member of the Supervisory Board /signature/ foapril 2013
Triinu Tombak Member of the Supervisory Board /signature/ foapril 2013
Andres Toome Member of the Supervisory Board  signature/ foApril 2013
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Independent Auditors’ Report

(Translation from the Estonian original)

To the shareholders of AS Harju Elekter

We have audited the accompanying financial statements of AS Harju Elekter (“the Company”), which
comprise the statement of financial position as at 31 December 2012, the statements of comprehensive
income, changes in equity and cash flows for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information, as set out on pages 38 to 83.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union, and
for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (Estonia). Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion

In our opinion, the financial statements present fairly, in all material respects the financial position of
the Company as at 31 December 2012, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards as adopted by the European
Union.

Tallinn, 4 April 2013

/Signature/ /Signature/
Andris Jegers Indrek Alliksaar
Authorized Public Accountant, Licence No 171 Authorized Public Accountant, Licence No 446

KPMG Baltics QU
Licence No 17
Narva mnt 5
Tallinn 10117

KPMG Baitics OU, an Estonian kimited lability company and 3
meamber firm of the KPMG network of indepandent member firms
affiiated with KPMG International Cooperatve (KPMG
International’), a Swiss entity. Reg no 10036082
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PROFIT ALLOCATION PROPOSAL

Profits attributable to equity holders of AS HaElekter:

EUR ‘000
Retained earnings of prior periods 11,491
Profit for 2012 3,517
Total distributable profits at 31 December 2012 15,008

The management board proposes that profits beasédld@as follows:

Dividend distribution (EUR 0.09 per share) 1,566
Transfer to capital reserve 42
Retained earnings after allocations 13,400

[/signature/

Andres Allikméae
Managing Director/CEO

4 April 2012
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