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Letter from Member of the Management Board

Significant changes that occurred in the globaheoay in 2008 also had a notable effect on the lassin
of Olympic Entertainment Group, which operatesighestates.

At the end of the first quarter of 2008, Olympict&mainment Group bravely began implementing an
optimisation program, allowing us to adapt quickdy changes in the economy. During the year ten
casinos with negative cash flow were closed, leatiB83 casinos operating by the end of the yeathét
same time, the Group decreased the number of eegsdyy 7%, reducing staff by the end of the year to
3924 people in eight states.

Quick reaction to economic changes was one of tiditianal competitive advantages of Olympic
Entertainment Group in 2008. The Group grew fastan average in rising markets and operated more
efficiently than its competition in markets withraitg general downward trends, which resulted in the
increase of market share for all the enterprise3lginpic Entertainment Group.

The business profit of Olympic Entertainment Gragupw 11.5% in year 2008, earning a total of 2 806.1
million kroons. Despite the results of 130.9 miflikroons operating profit, the year ended with tlogs

of 454.6 million kroons, caused by one-time expends related to the implementation of an optinsat
program, revaluation of assets at the end of tl&, Jlesses related to the abrupt drop in the value
various foreign currencies (Ukrainian grivna, Polidoty, Romanian leu) and non-capitalized investme
expenditures.

The implementation of an optimisation program thedgan in 2008 continues in 2009 as well, making the
operations of the Group even more efficient. A dase in the number of gambling machines in 2000 wil
result in a decrease in fixed costs proceeding fitmengambling tax. Also the rent expenses of Olgmpi
Entertainment Group will decrease due to closingengasinos and lower rent prices for existing aasin
space.

As a result of all those changes, at the end oB2@ympic Entertainment Group began preparing a
concept change in its casinos, and as a resulthdynd quarter of 2009, all Olympic Entertainment
Group casinos will reflect the fresh Olympic Casihounge concept. Casino-lounges offer more
opportunities for spending time, providing custosneith pleasant resting areas and in addition toega
and entertainment, a significantly increased vaiiiedrinks and snacks.

Despite a very challenging year, Olympic EntertantGroup, which celebrated its 15nth year in
operation, continued as a socially responsiblerirgdion by supporting weaker members of our sggiet
sports and cultural events as well. In additionotber projects, half a million kroons were given in
support for the construction of a new Estonian kdus intellectually challenged youth in Maarjaldde
and the organization of the charity concerts sefi@sula palun!” A sponsorship agreement with the
Estonian Olympic Committee enabled Estonian athl&deachieve good results in the Beijing Olympics
and to bring home gold and silver. We continued support for the Olympic Movement in Poland and
also in other markets.

In 2008, Olympic Casino Estonia was recognized atomian Business Award night as the most
competitive service enterprise, awarded yearly by Development Agency of Enterprise Estonia,
Estonian Chamber of Commerce and Industry and #tenian Confederation of Employers. Also, the
enterprise attained occupational health and safatyficate OHSAS 18001:2007, which is one of the f

of such control system certificates among the casimterprises in the region.

For Olympic Entertainment Group, 2008 was the yaaen we started casino operations in Slovakia. The
State's first Olympic Casino with 61 gambling maels and 11 gambling tables was opened in the
Radisson SAS Carlton hotel in the centre of Bratial Also we began preparations for opening thg onl

casino in the town of Trnava in January 2009. Dutime previous year, Olympic Entertainment Group

also opened two wholly new casinos in Poland, fiasinos in Ukraine, one in Belarus and four new
casinos in Estonia.
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Although the number of investments in the year 2@@9be a lot more moderate than in previous ygars
Olympic Entertainment Group monitors the marketrkgend the Group is still interested in investment
opportunities that have a high likelihood for ptofdlympic Entertainment Group has also finished &n

about to finish several important projects — theagest being the completion of casino representatio
Bucharest, the capitol of Romania.

Andri Avila
Olympic Entertainment Group
Member of the Management Board
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Management'’s discussion and analysis

Corporate profile

Olympic Entertainment Group AS (hereinafter ,Grous the leading provider of gambling services in
Estonia, Latvia and Lithuania, and operates casmbkraine, Belarus, Poland, Romania and Slovakia.

Olympic Entertainment Group AS is the Group’s ulite holding company, organizing the strategic @dntr
and financing of the Group. The operations of locasinos are controlled by local subsidiaries which
include Olympic Casino Estonia AS in Estonia, Olyen@asino Latvia SIA in Latvia, Olympic Casino
Group Baltija UAB in Lithuania, Olympic Casino Ukna TOV in Ukraine, Olympic Casino Bel IP in
Belarus, Casino Polonia-Wroclaw Sp. Z O.0. in PdJadlympic Casino Bucharest S.R.L. in Romania and
Olympic Entertainment Slovakia S.R.O in SlovakidaeTGroup’s non-core activities, such as managing
casino bars in Estonia, Latvia, Lithuania, Romamad Slovakia and managing hotel in Tallinn, are
separated from casino operations and performeabgsponding specialized legal persons. The eisiaifl
Group enterprises is provided in note 8 to the cligated financial statements.

Group operates slot and table casinos, also casirsat most of its gaming facilities. At 31 DecemB008,

a total of 133 casinos belonged to the Group -n3Bstonia, 33 in Latvia, 16 In Lithuania, 24 in dkre, 5

in Belarus, 9 in Poland, 9 in Romania, 1 in Slogakéroup employed 3 924 employees in 8 countries.
Most of the Group’s casino properties operate unikdertrademark of Olympic Casino. In Estonia, Latvi
and Lithuania, Olympic Casinos operate in confoymiith the international quality management staddar
ISO 9001 (in Estonia since 1998, in Latvia and Withia since 2004).

The shares of Olympic Entertainment Group AS atdi on Tallinn and Warsaw Stock Exchange (OMX:
OEGL1T / WSE: OEG).

Group structure

The Group’s structure at 31 December 2008:
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Key performance indicators

2008 2007 2006
Income statement and balance sheet indicators
Revenues (in millions of kroons) 2 .,806.1 2517.4 1,668.8
Increase in revenues 11.5% 50.9% 90.8%
EBITDA (in millions of kroons) 391.7 688.3 630.4
Operating / loss (in millions of kroons) -194.0 143 444.4
Net profit /loss (in millions of kroons) -454.6 G 404.3
EBITDA margin 14.0% 27.3% 37.8%
Operating margin -6.9% 17.1% 26.6%
Net margin -16.2% 15.1% 24.2%
Equity ratio 76.7% 86.4% 89.8%
ROA -17.8% 15.2% 24.8%
ROE -21.7% 17.2% 30.3%
Cash flows
Cash flows from operating activities
(in millions of kroons) 182.2 655.7 655.3
Cash flows from investing activities
(in millions of kroons) -522.2 -1,234.3 -453.8
Cash flows from financing activities
(in millions of kroons) 179.7 -151.1 849.0
Other indicators
Number of casinos at end of year 133 122 79
Casino area (m?) at end of year 38,877 33,828 M@ ,3
Number of employees at end of year 3,924 4,004 2,34

Underlying formulas:

o EBITDA = earnings before financial expenses, $axepreciation and amortisation and impairmersdss
o Operating profit = profit before financial expessand taxes

o Net profit = net profit for the period less miitgiinterests

o EBITDA margin = EBITDA / revenue

o Operating margin = operating profit / revenue

o Net margin = net profit / revenue

o Equity ratio = equity / total assets

o0 ROA = net profit / total average assets

o ROE = net profit / total average equity

Overview of the business environment

The Group's economic results for year 2008 weleeénted by heavy economic downward trends on alkets
of activity. The economic environment in Baltic ®@&in 2008 showed symptoms of cooling, which cargd
during the whole year, and by the end of the yisar GDP values in Baltic States were -9.7% in Ha{c10.3%
in Latvia and in Lithuania -1.3% compared to thet lguarter of 2007. As for Group's other marketagtivity,
Slovakia and Poland showed continuously positivePGBlues in 2008.

Changes in economy also change the habits of thmers of casino entertainment, the results othiaire
shown in Group indicators of 2008. In 2008, Estonjmming market decreased up to 17%, and Latvian an
Lithuanian market 12% compared to year 2007.

Additionally, the operations and economic resultshe Group were influenced by additional admirigtre

measures implemented on gaming operators. In 20@8king bans entered into force, in Estonian casino
June and in Lithuanian casinos in July. The regfistn requirement for all casino clients entere ffiorce in

Lithuania in June 2008, in Estonia correspondaguirement came to force on 1 January 2009.



Olympic Entertainment Group AS
Annual report 2008

Overview of Significant Events in the Group
During the first half of year 2008, Group continutdinvestments and expansion in all markets.

During year 2008, Group opened a total of 21 nesinas, including the first casino in Radisson SAfsehin
Bratislava, capital of Slovakia. Group renovatedh&® casinos — 4 former Kristiine Kasiino casinog&stonia,
6 former Baltic Gaming casinos in Latvia, 4 forni#gdorado casinos in Ukraine and 1 casino in Poland.

In 2008, Group carried out a large-scale optimaa&nd restructuring program. Group closed 10 oaswith
negative cash flow, by the end of year 2008 Groapamged the operations of 133 casinos in eight cesnt

In order to adapt to economic changes and imprimandial results and efficiency, the Group has péghon
year 2009 and implemented by the time this reodsued, following business changes:

e On the first quarter of 2009, the Group decreasdatiss by 20%.
In first four months of year 2009, the Group closeftlitional 24 casinos with negative cash flow; in
addition to that, the profitability of several othEasinos is observed closely. On said period Graup
also decreased the number of employees by 356tled br 9%.

e Group performs significant modifications in its itas entertainment concept, transforming most of
operated casinos into casino-lounges. As a re$uhiat, the area, where visitors can spend thek fr
time without engaging in casino games, is expandégh the variety of goods offered in casino bars
will be increased significantly — food selectionllwbie added to current considerable variety of
beverages. The first casinos meeting the requirtsradfrthis new casino-lounge were completed at the
beginning of the second quarter of 2009.

e Based on decreased demand, and also to carry eutethi concept, the number of slot machines was
reduced in most casinos in th& duarter of 2009, which resulted in decrease iadigosts proceeding
from Gaming Tax. Also, the business hours of sdvesiainos were decreased (all Olympic casinos
were previously open 24h a day).

e The rent costs of the Group were decreased dtmiag™ quarter of 2009 as a result of closing several
casinos, and also because the rent prices of mxisiisinos were lowered — new agreements reached
with the owners of various rent spaces had a peséffect on the cost structure of the Group stgrti
from the 2% quarter of 2009.

Consolidated financial results
Revenues, expenses and profit

External revenue by segments

(In thousands of kroons) 2008 Change 2007 Change 2006 Change
Estonia 741,824 -14.3% 865, 977 29.0% 671,535 2%4.
Latvia 655, 053 -5.4% 692,758 35.5% 511,211 3z0.1
Lithuania 415,392 -11.7% 470, 480 20.8% 389,467 9.3%
Ukraine 338, 240 80.3% 187, 639 97.8% 94,882 P29.3
Belarus 34,364 172.4% 12,617 652.8% 1,676 -
Poland 548,972 102.7% 270,839 - - -
Romania 39,341 129.9% 17,114 - - -
Slovakia 32, 888 - - - - -
Total 2,806,073 11.5% 2,517,424 50.9% 1,668,770 89.7%

Consolidated sales revenues of the Group in 2008ew2,789.2 (2007: 2,487.3) million kroons, total
consolidated revenues were 2,806.0 (2007: 2,5h7illdpn kroons, which is 11.5% more than total coligated
revenues earned in 2007. Gaming operations and otbeme accounted for 94% and 6% of consolidated
revenue respectively (2007: 92% and 8%). The neeemf 2008 were positively influenced by the iasein
revenues outside of Baltic States markets, thaxisting casinos, as well as increase in revenvesepding
from casinos opened during 2008.
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At the end of year 2008, the Group had 133 casinith, a total area of 38,877 m2. At the end of 20e
number of casinos in group was 122, and their tateh was 33,828 m2. The number of operated casinos
increased in year 2008 by 11 (2007: 43) casinogeoed to previous period.

Number of casinos by segments 2008 2007 2006
Estonia 36 35 22
Latvia 33 38 38
Lithuania 16 15 10
Ukraine 24 19 8
Belarus 5 4 1
Poland 9 8 -
Romania 9 3 -
Slovakia 1 - -
Total 133 122 79

Consolidated operating loss amounted 194.0 (20Gmbess profit: 431.5) million kroons and net logst 4
(2007 net profit: 380.7) million kroons.

Operating profit of 2008 was influenced by seve@h-recurring items: non-capitalizable investmemtgenses
104.4 (2007: 52.0) million kroons, expenses relai@dstructure optimization and closing of casinds71
(2007: 0), million kroons, impairments for casirtosbe closed in the®lquarter of 2009 in sum of 84.2 million
kroons, goodwill impairment 98.4 (2007: 0) milli@oons and impairment in investment propery 142 0)
million kroons. In connection to overall economituation and worsening market conditions, the manaant
has conducted the evaluation of assets, whichddtieé negative value adjustment of 193.1 (2007milljon
kroons. Management decisions and evaluations @aedban historical experience and prognosis of eveinthe
future periods, including development of overath®omic environment.

The consolidated operating expenses grew 43.8% adpto year 2007, and constituted for 3,000.1 7200
2,085.9) million kroons. The largest expense itamese personnel expenses including social chargeshwh
amounted to 853.8 (2007: 651.9) million kroons, legt in size were depreciation and impairment asps of
585.8 (2007: 257.2) million kroons, followed by gamtax expenses of 483.4 (2007: 330.0) milliondxs,
marketing expenses including jackpot costs of 2480®7: 233.8) million kroons and buildings rergapenses
of 313.8 (2007: 171.0) million kroons.

In absolute numbers, the largest growth occurretkpreciation and impairment expnses, which i grew by
328.6 (2007: 71.2) million kroons or 127.8% (2088:2%), and personnel expenses which increase®by 2
(2007: 269.9) million kroons or 31.0% (2007: 70.7%paming tax expenses increased in 2008 by 46.9%/(2
127.2%) or 153.4 (2007: 184.7) million kroons anddings rental expenses by 83.6% (2007: 92.49)4%.8
(2007: 82.1) million kroons.

Consolidated net loss of 2008 was affected by 278007: -31.2) million kroons by exchange diffazes,
caused by the fluctuations of Ukrainian grivna, @essian rouble, Polish zloty and Romanian leu wooE
Exchange rate differences have been recogniselleinntome statement iRoreign exchange loss Behind
accounted foreign exchange rate losses were intvagdoan agreements.

10
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Overview by markets

Revenue by segments

2008 2007 2006
Estonia 26.4% 34.4% 40.2%
Latvia 23.3% 27.5% 30.6%
Lithuania 14.8% 18.7% 23.3%
Ukraine 12.1% 7.5% 5.8%
Belarus 1.2% 0.5% 0.1%
Poland 19.6% 10.8% -
Romania 1.4% 0.6% -
Slovakia 1.2% - -
Total 100.0% 100.0% 100.0%

Estonian segment

Due to the Group’s expansion in 2006-2008, the ritatosegment’s contribution to consolidated revehag
declined from 40.2% to 26.4%. In 2008, the segnseeitternal revenue amounted to 741.8 (2007: 8&&l0pn
kroons including gaming revenue of 681.6 (2007:.Zpmillion kroons. In 2008, the segment’s extemealenue
declined by -14.3% (2007: +29.0%), at the same timemarket share of the Group in Estonian gamiagket
increased from 42% to 45%. Decrease in revenudésctefon the development in Estonian gaming market
according to the Estonian Gaming Operators Associain 2008 the turnover of the Estonian gamingket
declined by 17%. In addition to macro-economictdes; gaming revenues are also negatively affebyed
smoking ban in casinos effective from June.

Within the year 2008, Group opened 4 new casinasaiso closed 4 casinos in Estonia. During the fiedf
year, 4 former casinos of Kristiine Kasiino wereaeated. At the end of 2008, there were 36 Olyneaisinos
operating in Estonia with a total of 1,415 slotcmaes and 22 gaming tables.

The operating profit of Estonian segment decre&sed2.2% in 2008, compared with last year, andheddo
59.0 (2007: 212.5) million kroons. Decline in pta§ mainly caused by the deceleration in reventibs. effect
of non-reccurring items to profit was 31.5 (2007:8) million kroons in total. The non-recurringriie include
non-capitalizable expenses related to the operfimgginos, costs related to closing of casinoscmstis related
to impairment of assets.

In October, 2008, new Gambling Act was approvedEstonia, enforcing greater restrictions on gaming
operators. Most relevant changes were stricterimeaents for gaming inventory and the minimum numdife
gaming machines increased from previous eight entyw New act entered into force on 1 January 200@.
management board of the Group considers the efiedaw amendments as positive for OCE business,
predicting the possibility of market consolidatiand proceeding increase in efficiency.

Revenues of Kungla Investeeringute AS in 2008 desgré by -10.4% (2007: +8.9%) to 64.7 (2007: 72.3)
million kroons, of which the sales of hotel serdceonstituted for 41.3 (2007: 50.4) million kroorihe
operating profit of Kungla Investeeringute AS f&08 was 2.7 (2007: 4.9) million kroons.

In 2007, four new hotels with 1,581 beds were odéneTallinn, wchich was also the reason for a $enguest
guota and average pice of all hotels.The averagstgguota of Tallinn hotels dropped by 2.82 % ara$ w
53.03% on 2008 (2007: 55.85%), the average guextdor Reval Park Hotell & Casino was 46.1 % o080
(2007: 57.5%), drop was 11.4%. Economic crises ydwatfect the target markets and people selecttizaca
locations among their neighbouring countries. Tiigell illustrated by visitors nationalities' stditcs of 2008.
Tourists from Finland, Germany, Sweden, Great Brijtdlorway, Russia and Latvia made up for 50% fottee
foreign visitors (2007: 46%). The highest propartaf tourists came from Finland 16% (2007: 13%).

In 2008, changes had occurred in seasons of Esthioiel economy. Season-based tourism has decreasgd
during summer months (June-August) visitors’ quetes still about 10% higher than rest of the yead tne
trend shows that the gap decreases. For our loutelpf the reasons for decrease in season-baseshtonas
the organization of international poker tournamgwtsich bring clients all year long.

11
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Latvian segment

Latvian segment’s contribution to consolidated rexe has declined from 30.6% to 23.3% in 2006-2008.
2008, the external revenues of Latvian segment @&l (2007: 692.8) million kroons in total, of iah
gaming revenues constituted for 603.7 (2007: §3fillion kroons and other revenues 51.4 (2007:1p3.
million kroons. External revenue decreased by -5(2007: +35.5%) compared to last year.

The Latvian segment’s external operating profit amed to the 29.5 (2007: 104.1) million kroons, e¥hivas
71.7% down from 2007. The non-capitalizable expsmekted to the opening of casinos, expense®etatthe
closing of casinos and impairment of assets aftettie profit negatively in total amount of 37.0 lioih kroons.

Within the year 2008, 6 former Baltic Gaming casiveere renovated and 5 closed. At the end of Deegmb
Latvian segment operated 33 casinos, with a tétdl,d12 slot machines and 36 gaming tables.

Lithuanian segment

Lithuanian segment’s contribution to consolidatedenue was 14.8% (2007: 18.7%). External reventfies o
Lithuanian segment went through -11.7% drop in 2(@®7: +20.8%) compared with the last year ar th
external revenues of Lithuanian segment amountedl1t4 (2007: 470.5) million kroons in total. Gamin
revenues were 393.5 (2007: 421.2) million kroond ather revenues 21.9 (2007: 49.3) million krocDther
income of 2007 included non-recurring items of 2&Blion kroons — compensation of 8.6 million kra@on
received for delays in the renovation of the hatad the protracted closure of the casino in Kaamasgains of
20.3 million kroons resulting from changes in the f/alue of investment property.

The operating profit of Lithuanian segment was 2{2007: 138.6) million kroons, which is -84.4%
(2007: +59.2%) from the same period on the last.yEae revenues and operating profit of Lithuarsagment
were negatively influenced by the requirement fasigo clients registration, valid from June and kimg
prohibition in casinos, valid from July. The norcuering non-capitalizable expenses related to fhenimg of
casinos, expenses related to the closing of casamoks impairment of assets affected the operatirggitpr
negatively in total amount of 26.3 million kroons.

At the end of the year, 16 casinos operated uridetrademark of Olympic Casino in Lithuania, withogal of
640 slot machines and 74 gaming tables.

Ukrainian segment

Ukrainian segment was one of the the Group’s fagieswing segments in 2008. The segment’'s external
revenues grew by 80.3% (2007: 97.8%) in comparisith the last year. Ukrainian segment’s contributio
consolidated revenues grew up to 12.1% in 2008 {20(%). The segment’s external revenue amourted t
338.2 (2007: 187.6) million kroons, including gamirevenue of 312.7 (2007: 177.5) million kroons atiter
revenue of 25.5 (2007: 10.1) million kroons.

The Ukrainian segment’s operating loss for 2008 @amed to -78.4 (2007: 20.5) million kroons. The non
recurring non-capitalizable expenses related toogpening of casinos and impairment of assets &ifiethe
operating profit negatively in total amount of 1®@nillion kroons.

Within the year 2008, 5 new casinos were openddkiaine and 3 former Eldorado casinos were renewbd.
companies of Ukrainian segment were operating 2#oa with a total of 1,138 slot machines and 2%igg
tables as at the end of December.

Belarussian segment

At the end of the year, Olympic Casino Bel IP wagrating five casinos with a total of 261 slot maek in
Minsk Fifth Olympic Casino in Belarus was openedity of 2008 at Aleksandrov Passazh mall in Minsk.

The Belarusian segment accounts for 1.2% of thes®soconsolidated revenue. In 2008, revenue inecay

172.4% in comparison with the last year and amaltde34.4 (2007: 12.6) million kroons. The opergtioss of
2008 was -16.9 (2007: -23.7) million kroons.
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Polish segment

The external revenues of Polish segment in 200& 8d9.0 (2007: 270.8) million kroons, constitutifay
19.6% (2007: 10.8%) of consolidated revenues. Coetpto the same period of previous year, the resgnu
have been doubled. The increase in revenues teddia the opening of Olympic Casino Sunrise irehblilton

at the end of the second quarter of the last year.

During the year, one former Casino Polonia casias vebranded and two new Olympic casinos were apene
and related expenses affected the profit negatibglyL6.6 million kroons. The total operating lofsRmolish
segment was -49.1 (2007: 3.1) million kroons. Tresult was influenced by increased depreciatioreleses in
relation with bringing into compliance with the acoting policies of the Group.

At the end of the year, the Group operated 391rstathines and 61 gaming tables in 9 casinos imBola
Romanian segment

Romanian segment finished the year 2008 with eateavenues of 39.3 (2007: 17.1) million kroonsribg the
year 2008, 7 new casinos were opened in RomanigitatBucharest. The preparation works, start-ugsehof
opened casinos and impairment of assets causedseqeas a result of which the operating loss exheh34.9
(2007: -22.9) million kroons. Expenses relatedhte impairment tangible and intangible assets cstl for
78.8 (2007: 0) million kroons and other non-requgrexpenses for 10.6 (2007: 0) million kroons.

At the end of the year, the Group operated 344rshathines in 9 casinos in Romania along with trséncain
Sofitel hotel that was closed for renovation. Thsigo in Sofitel hotel has been closed due to ratow since
June, reopening is planned for May of 2009.

Slovakian segment

In the end of June 2008 the Group opened itsdasino in Slovakia, Radisson SAS Carlton hotehin ¢entre
of Bratislava, equipped with 61 slot machines ahdydming tables. In January 2009, second casi&towakia,
in Trnava was opened.

Slovakian segment finished the year 2008 with estierevenues in amount of 32.9 million kroons apdrating
loss of 24.9 million kroons. Expenses related t® ¢ipening of casinos influenced the result by 8illiom
kroons.

Balance sheet

At 31 December 2008, the consolidated balance sbfe@lympic Entertainment Group AS totalled 2,403.6
(31 December 2007: 2,703.9) million kroons, a 11déérease year-over-year.

Current assets accounted for 458.6 (31 December: BXB.5) million kroons or 19.1% (31 December 200
22.9%) of total assets and non-current assets,8#419 (31 December 2007: 2,085.4) million kroon8®.9%
(31 December 2007: 77.1%) of total assets. Intdagibsets accounted for 508.5 million kroons oA 26(31
December 2007: 690.4 million kroons or 33.1%) oficorrrent assets. The carrying amount of intangilsteets
has decreased on account of goodwill impairme@iBod (2007: 26.1) million kroons.

At 31 December, consolidated liabilities totalle893 (31 December 2007: 368.8) million kroons and
consolidated equity amounted to 1,844.4 (31 Decer@db@7: 2,335.1) million kroons. The largest iteins
liabilities were loans and borrowings of 277.8 3&cember 2007: 29.5) million kroons, tax commitrseoit
88.4 (31 December 2007: 84.5) million kroons aradiér payables of 70.1 (31 December 2007: 125.7)omill
kroons.

Investments
In 2008, the Group’s expenditures on property, {péamd equipment totalled 685.4 (2007: 680.7) millidoons
including investment in gaming equipment of 40928Q7: 441.2) million kroons, renovation of casirfos

215.2 (2007: 206.5) million kroons and acquisitiohother items of property, plant and equipment6afl
(2007: 33.0) million kroons. Expenditures on intidohg assets totalled 4.0 (2007: 8.7) million kroons
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The largest investments in 2008 were flagship casirBratislava, capital of Slovakia with the totalst of the
project in amount of 74.2 million kroons, Janki afidece casinos opened in Poland with the totat cdshe
projects amounting 76.1 million kroons and the agbling projects of former Eldorado casinos in Uhkeain the
total amount of 73.0 million kroons.

Cash flows
In 2008, the Group’s operating cash flows were 282007: 655.7) million kroons.

Cash outflow from investing activities decline by.3% from -1,234.3 million kroons to -552.2 mitidkroons.
Acquisitions of property, plant and equipment anthmgible assets accounted for 582.4 (2007: 6646illipn
kroons, from sales of tangible and intangible asaatl other financial investments was received @2087: 2.4)
million kroons and 6.6 (2007: 25.8) million kroomsre interests received.

Cashflows from financing activities amounted to Z7@007 -151.1) million. Proceeds from loans w¢88.4
(2007:0) million kroons, repayments of loans tiet@lto -234.7 (2007: 0) million kroons, the paymehfinance
lease liabilities amounted to -3.5 (2007: -2.3)lionl kroons and the distribution of dividends réedlin an
outflow of -75.5 (2007: -150.8) million kroons.

Dividends

Olympic Entertainment Group AS does not have affiabligation to pay its shareholders regular diuie The
management board makes profit allocation propdsaded on the Company’s financial results, workiagital
requirements, investment needs and strategic cenagidns.

In 2008 Olympic Entertainment Group AS distributéd.5 (2007: 150.8) million kroons in dividends. The
management board proposes that in 2009 the compidimpot distribute dividends.

People

At 31 December 2008, the Group employed 3,924 @e(gl December 2007: 4,004): 752 in Estonia, 780 in
Latvia, 794 in Lithuania, 704 in Ukraine, 98 inl&®is, 543 in Poland, 157 in Romania and 96 in &t@au

Employee remuneration expenses including relevaaoiak charges amounted to 853.8 (2007: 651.9) onilli
kroons. The remuneration and benefits of the GgXecutive and higher management including retevan
social charges totalled to 10.0 (2007: 8.25) millkvoons.

In 2007 share options were granted to members ®fntlanagement and supervisory boards of Olympic
Entertainment Group AS and the Group’s key persomezording to the agreements, a member of thedoa
may subscribe a total of 333.624 shares and aXeguéive a total of 133,446 shares in Olympic Baiament
Group AS during the period of 2008-2010. The exashber of the shares that may be subscribed wiéede

on the attainment of the Group’s financial targatsl the individual performance of the member of the
management board or the key executive. The optitas be exercised every year from 2008 to 2010 risée
27).

Social responsibility

Recognising its responsibility to the society, tBeoup supports sports, health and culture throughanous
charities and sponsoring programmes. The Groupshpported the Estonian Olympic Committee, the Balti
Basketball League, the Estonian Academy of Musi¢ @heatre, and various foundations establishedHer
treatment of diseases and the support of childnehealucation. We have been operating a social nsgptity
programme for years and are committed to contmigutd the communities in which we operate alsohia t
future.

The most important objectives for year 2009
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The main objective of the Group in 2009 is to ad#ptoperations to rapidly changing market situatio
maintaining the market share and improving thecifficy in core activity.

OEG share

Olympic Entertainment Group AS is listed on mast bf Tallinn Stock Exchange from 2®f October 2006,

the enterprise has issued 151.0 million ordinare with nominal value of 10 kroons. Starting fradf of
September 2007, Olympic Entertainment Group ASeshare traded on Warsaw Stock Exchange.

ISIN code EE3100084021
Short name of the security OEG1T
Market BALTIC MAIN LIST
Nominal value 10.00EEK
Number of securities issu 151 000 00
Number of listed securiti 151 000 00
Listing date 23.10.2006

Movements in Olympic Entertainment Group AS’ shaméce (in kroons) and traded volume (number of
securities) in 2008:

B0.00
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100000.0
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At the end of 2008, Olympic Entertainment Group il 3,113 (31 December 2007: 2,497) sharehold¢i31 A
December 2008, the ten largest shareholders were:

Ownership

Number of shares interest (%)

1. Hansa Assets OU 82,114,990 54.38
2. Hendaya Invest OU 34,534,910 22.87
3. Nordea Bank Finland PLC/ non-resident legaltiesti 4,586,700 3.04
4. Central Securities Depository of Lithuania 47421 2.92
5. ING Luxembourg S.A. 1,883,912 1.25
6. Firebird Avrora Fund, LTD. 1,800,100 1.19
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State Sreet Bank and Trust Omnibus Aaccounina FRo
OoMO01
Hansabankas clients

The Northern Trust Company/ RBS as trustee pitdiu
Emerging European Opportunities Fund
SEB Pank AS clients
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1,591,746
1,397,568
1,117,100

1,088,500

1.05

0.93

0.74

0.72
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Corporate governance report

Olympic Entertainment Group AS (the “Company”) alyes applicable legislation, the rules of the Tuali
Stock Exchange, and the Corporate Governance Reeodations (CGR) promulgated by the Tallinn Stock
Exchange. The principles of the CGR which the Camyp#oes not comply with are explained bel@mvitalics)
together with references to relevant articles ef @GR.

General meeting

The Company’s highest governing body is the shddeihs' general meeting. Every shareholder of Olyampi
Entertainment Group AS may attend the general mgathere he or she may speak on any agenda iteyn, ma
ask questions and may make proposals. The Compaey gotice of a general meeting on the websitthef
Tallinn Stock Exchange, on its own website at wwympic-casino.com, and in at least one nationalydai
newspaper. General meetings may be attended bghsilders and their duly appointed proxies holdingppr
letters of authorisation.

The Company’s management and supervisory boardgdershareholders with all relevant informationuiegd

for making decisions at the general meeting andenmmkailable to shareholders all materials relevarthe
agenda items. The agenda of a general meetinghiisped in the notice of the general meeting, oa th
Company’s website and on the website of the Talfitock Exchange. Shareholders can review the patpos
made and the arguments and explanations provideédebgupervisory board before the general meetithe
Company’s website and on the website of the Talltack Exchange. In addition, shareholders may send
guestions about the agenda items by emailft@@ocqg.ee

The Company does not make observing and attendingrgl meetings possible through electronic chasnel
because there is no explicit need for it and it iddae costly (CGR 1.3.3.).

The annual general meeting of 2008 convened on 2@iMthe Main Conference Hall of the National labr at
TOnismagi 2 in Tallinn. The meeting began at 11.aamd ended at 11.50 a.m. The meeting was attelngled
members of the Company’s management board Armim,Kandri Avila and Mart Relve and members of the
Company’s supervisory board Jaan Korpusov and An@eifvensjo.

The annual general meeting of 20 May 2008 was ttehded by the members of the supervisory board Kai
Karu, Liina Linsi and Peep Vain and by the Comparstditor as their presence of was not necessaGR
1.3.2).

The annual general meeting was attended by 80.7#8%eovotes represented by shares. Under the Astiof
Association of Olympic Entertainment Group AS, teneral meeting has a quorum when more than héffeof
votes represented by shares are present. Accoyditigt meeting had the quorum required for passing
resolutions.

There was one extraordinary general meeting ofe$twdders in 2008. The extraordinary general meebihg
shareholders took place on 14 of August 2008, énltication of Olympic Entertainment Group AS at ks

19, Tallinn. The meeting began at 11 a.m. and eatl@éd.28 a.m.. The meeting was attended by menati¢ing
Company’s management board Armin Karu, Andri Avdlad Mart Relve and chairman of the Company’s
supervisory board Jaan Korpusov. The minutes oéstiordinary general meeting were attested by Bkagi,

a notary public in Tallinn.

The extraordinary general meeting of 14 August&0@s not attended by the members of the supeyvisor
board Kaia Karu, Liina Linsi, Peep Vain and And@&alfvensjo as their presence of was not neceq&BR
1.3.2).

The extraordinary general meeting was attended %9786 of the votes represented by shares. Under the
Articles of Association of Olympic Entertainmentdap AS, the general meeting has a quorum when thare

half of the votes represented by shares are presenbrdingly, the meeting had the quorum requifed
passing resolutions
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Management board

The management board is completely independentaiitens concerning the daily management of the Cosnpa
and acts in the best interests of all shareholdmmsuring the sustainable development of the Comnpan
accordance with set objectives and adopted stestegmd the implementation and execution of appatgri
internal control and risk management procedures.

In 2008 until 25 August 2008, the management bbad three members - Armin Karu, Andri Avila and Mar
Relve. On the extraordinary general meeting ofsin@reholders hel on 14 August 2008, Armin Karu isizat
Relve were elected to the supervisory board. Tapagement board continued with one member — AndtaA
The supervisory board appoints members of the neamagt board for three years. On 17 December 2008
supervisory board decided to prolong the managerheatd contract with current board member until 31
December 2011.

The principles of remunerating members of the mamamnt board are decided by the supervisory board in
conformity with the requirements of CGR. The mamaget board’s bonus systems are based on board
members’ responsibilities and the attainment ot#ige comparable and previously set targets. Tlengany

has granted share options to the member of the geament board (for further information, please refethe
Peoplesection oManagement’s discussion and analysis

The Company does not disclose the benefits, imgubasic remuneration, performance pay, and tertiona
and other benefits, paid to each member of the g@mant board because this constitutes sensitiveopat
information and its disclosure is not imperative &valuating the Company’s performance and managéme
(CGR 2.2.7.)The aggregate amount of the benefits paid to mesntiethe management board is presented in
the Peoplesection ofManagement’s discussion and analysis

Members of the management board avoid confliciatefest and observe the prohibition on competition
Supervisory board

Jaan Korpusov, Kaia Karu, Liina Linsi and Peep Maere elected as members of the supervisory boateb
general meeting which convened on 12 September.200&5 April 2007, the general meeting electead als
Anders Galfvensjo as a member of the supervisoaychdOn 14 August 2008, the extraordinary genegsting
elected Armin Karu and Mart Relve as additionahhers of the supervisory board, at the same tima Karu
was recalled from supervisory board.

The supervisory board is elected for a term of fiears. The terms of office of Jaan Korpusov, Liimasi and
Peep Vain expire on 11 September 2011. The teroffioE of Anders Galfvensjo expires on 24 April 20The
term of office of Armin Karu expires on 13 Augu€d13B and the term of office of Mart Relve expires X
August 2013 .

The chairman of the supervisory board is Armin Kdndependent members of the board are Liina Lamsi
Peep Vain. All members of the supervisory boardehne knowledge and experience required for peifaym
their duties and act in accordance with effectegidlation and the Corporate Governance Recommiendat
The supervisory board supervises the activitiethefmanagement board and participates in the amopfiall
significant decisions, acting in the best interedtsall shareholders. The supervisory board meetsrding to
need but not less frequently than once in threetihhsodhe supervisory board approves the Compairrgtegy,
activity plans, risk management policies, annualdais and investment plans and performs othersiuésted

in the supervisory board. The supervisory boardiustas the performance of the management board in
implementing the Company’s strategy on a regularsbd he supervisory board has not formed any cdioes.

In 2008, more than half of the meetings of the suipery board were attended by all members of the
supervisory board, excluding Anders Galfvensj6. Ghalfvensjo was out of the country at the time luése
meetings. Members of the supervisory board avoidfliots of interest, act in the best interests df a
shareholders and observe the prohibition on competiThe supervisory and management boards cotpera
closely for better development of the Company, nactin conformity with the Company’s Articles of
Association. In data exchange and communicatidnmaimbers of the supervisory and management boards
follow the confidentiality protocol. The managemédidard ensures that the confidentiality protocohliso
observed by the Company’s employees who have atzgsie sensitive information.
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The Company does not disclose the benefits, imgudiasic remuneration, additional remuneration, and
termination and other benefits, paid to each mendfehe supervisory board because this constitasitive
personal information and its disclosure is not imgive for evaluating the Company’s performance and
management (CGR 3.2.9.he aggregate amount of the benefits paid to thmlmes of the supervisory board is
presented in thBeoplesection oManagement’s discussion and analysis

Disclosure of information, financial reporting and auditing

The Company follows all information disclosure reegments provided in the CGR and treats all shddehs
equally. All due information and financial staterteemre made available on the Company’s websitetlhad
website on the Tallinn Stock Exchange in Estoniad & English and on the website of the Warsaw IStoc
Exchange in English and in Polish.

Data exchange with the media and analysts is osgdnwith due consideration and care and without
jeopardizing the independence of the parties. Thengiany did not have press conferences in 2008. The
Company will publish the time and location of itéure press conferences and the content of iteptasons on

its corporate website (CGR 5.6.).

The Company publishes annual and interim repott® Management board prepares the consolidated lannua
financial statements which are reviewed by the suipery board and audited by the auditor. The ahreort
is presented to the shareholders together witlsupervisory board’s written report on the annupbrée

Transactions performed with related parties arelaied in the notes to the consolidated annualniah
statements.

On giving notice of the annual general meeting, sheervisory board will make available to sharebd
information on the candidate for the Company’s tardiln making its decision, the Company obsenfes t
auditors’ rotation requirement. Before signing thalit services contract, the management boardswilimit a
draft of the contract for approval to the supermydmoard.

The Company’s supervisory board approved the aeditices provided by AS KPMG Baltics in 2008. The
auditor is remunerated in accordance with the aselivices contract signed with KPMG Baltics AS whic
provides, among other things, the auditor’s obiayet and responsibilities in auditing the Compakwgcording

to the Company’s information, the auditor has penfed all its contractual obligations and has penfet the
audit in accordance with International Standard#éoditing.

The Company does not disclose the amount of thé fael because its non-disclosure does not affeet t
reliability of the audit services provided by thed#tor (CGR 6.2.1.).
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Confirmation by the management board

The management board confirms that to the bedsdénowledge, information and belief the directaeport
presented on pages 6 to 19 of the annual repa@ilyfipic Entertainment Group AS for 2008 under ftitle t
Management’'s discussion and analysss an integral part of the annual report and prsdairly the
development, performance and financial positiothefGroup, providing also an overview of the méasks and
uncertainties.

22 April 2009

Andri Avila
Member of the Management Board
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Consolidated financial statements

Statement of management’s responsibility

The management board of Olympic Entertainment Grdéup acknowledges its responsibility for the
preparation, integrity and fair presentation of temsolidated financial statements of Olympic BEafement
Group AS and its subsidiaries (the “Group”) for trear ended 31 December 2008 presented on pages62l
of this report and confirms that to the best okitewledge, information and belief:

o the policies applied in the preparation of the cfidated financial statements comply with
International Financial Reporting Standards as stbpy the European Union;

« the consolidated financial statements give a tme fair view of the financial position of the Group
and of the results of its operations and its chshs,

« Olympic Entertainment Group AS and its subsidiades going concerns (except for Jokker-Pokker
OU and Casinova OU which are in liquidation).

22 April 2009

Andri Avila
Member of the Management Board
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ASSETS
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In thousands of Estonian kroons Note 2008 2007

Current assets

Cash and cash equivalents 2 315,919 501,800
Other investments 3 0 10,929

Trade receivables 4 6,507 14,309

Other receivables and prepayments 5 86,174 68,461
Prepaid income tax 20,464 2,567

Inventories 6 29,576 20,441
Total current assets 458,640 618,507
Non-current assets

Deferred tax assets 7 16,847 3,575

Other investments 3 15,930 7,248

Other long-term receivables 9 45,292 11,955
Investment property 10 45,330 52,924
Property, plant and equipment 11 1,313,076 1,319,338
Intangible assets 13 508,459 690,379
Total non-current assets 1,944,934 2,085,419
TOTAL ASSETS 2,403,574 2,703,926
LIABILITIES AND EQUITY

(In thousands of Estonian kroons) 2008 2007

LIABILITIES

Current liabilities

Interest-bearing loans and borrowings 14 82,802 4,682

Customer advances 16,041 12,600

Trade payables 70,101 125,749
Other payables 9,273 9,293

Income tax payable 1,249 13,617

Other taxes payable 15 87,156 70,870
Accrued expenses 16 73,879 73,662
Provisions 17 12,797 15,297
Total current liabilities 353,298 325,770
Non-current liabilities

Deferred tax liability 7 10,924 18,280

Interest-bearing loans and borrowings 14 194,968 24,787
Total non-current liabilities 205,892 43,067

Total liabilities 559,190 368,837
EQUITY

Share capital 1,510,000 1,510,000
Share premium 227,273 227,273
Statutory capital reserve 37,759 19,444

Translation reserve 35,407 -1,343

Retained earnings -31,989 518,394

Total equity attributable to equity holders of farent 1,778,450 2,273,768
Minority interest 65,934 61,321

Total equity 18 1,844,384 2,335,089
TOTAL LIABILITIES AND EQUITY 2,403,574 2,703,926
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Consolidated income statement

In thousands of Estonian kroons Note 2008 2007
Revenue
Sales revenue 20 2,789,245 2,487,298
Other income 21 16,828 30,125
Total revenue 2,806,073 2,517,424
Expenses
Cost of materials, goods and services used 22 -65,643 -60,289
Other operating expenses 22 -1,452,765 -1,103,019
Personnel expenses 22 -853,834 -651,911
Depreciation, amortisation and impairment 10;11;13 -585,789 -257,154
including impairment of investment property -13,032 0
including impairment of goodwill -98,365 0
Other expenses 23 -42,036 -13,558
Total expenses -3,000,067 -2,085,931
Operating profit (loss) -193,99: 431,49!

Financial income and expenses

Gain on investments in associates 0 11

Interest income 11,202 27,791
Interest expense -10,601 -604
Foreign exchange loss -263,206 -34,289
Other financial income 193 0

Net financing items 25 -262,412 -7,091
Profit (loss) from operations -456,406 424,403
Income tax expense 24 1,792 -43,752
NET PROFIT (LOSS) FOR THE PERIOD -454,614 380,651
Attributable to minority interest 4,613 14,356
Attributable to equity holders of the parent -459,227 366,295
Basic earnings per share (in kroons) 26 -3.04 2.43
Diluted earnings per share (in kroons) 26 -3.04 2.42
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In thousands of Estonian kroons Note 2008 2007
Cash flows from operating activities
Net profit for the period -454,614 380,651
Adjustments for
Depreciation and amortisation 11,13 474,391 256,804
Impairment losses on goodwill 13 98,365 0
Changes in the fair value of investment propert 10 13,032 -21,105
Losses on disposal of property, plant and egeiut
and intangible assets 21,23 17,676 8,440
Gain from associates 8 0 -11
Net other financing items 262,412 7,102
Change in receivables and prepayments -107,434 -14,317
Change in inventories -9,135 7,973
Change in payables and advances -47,875 75,423
Interest paid -9,218 -599
Corporate income tax paid -55,420 -44,712
Net cash from operating activities 182,180 655,650
Cash flows from investing activities
Acquisition of property, plant and equipment andigibles -582,363 -660,682
Proceeds from sale of property, plant and equip ment
and intangible assets 15,787 2,436
Proceeds from sale of financial investments 6,643 0
Acquisition of subsidiaries 1,227 -524,232
Proceeds from sale of associates 8 0 11
Loans granted 9 0 -77,685
Repayment of loans given 0 2
Interest received 6,553 25,840
Net cash used in investing activities -552,153 -1,234,310
Cash flows from financing activities
Proceeds from issue of share capital 18 0 2,000
Proceeds from loans received 14 493,412 0
Repayment of loans received 14 -234,699 0
Payment of finance lease principal 14 -3,476 -2,295
Dividends paid 18 -75,500 -150,800
Net cash usedin / from financing activities 179,737 -151,095
NET CASH FLOW -190,234 729,755
Decrease / increase in cash and cash equivalents -190,234 -729,755
Cash and cash equivalents at beginning of period 501,800 1,234,658
Effect of exchange rate fluctuations 4,353 -3,103
Cash and cash equivalents at end of period 315,919 501,800
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Equity attributable to equity holders of the parent
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Statutory Translatior Retaine( Minority

Note Share capital Share premiunapital reserve reserve earnings Total interest Total
At 31 December 200 754,00( 968,80( 4 -2,213 315,30¢ 2,035,89! 37,11¢ 2,073,01:
Net profit for the period 0 0 0 0 366,295 366,294 14,356 380,651
Effect of changes in exchange rates 0 0 872 0 872 0 872
Total recognised income and expense 0 0 872 366,295 367 14,356 381,523
Issue of ordinary shares:
- bonus issue 754,000 -754,000 0 0 0 0 0 0
- issued in business combinations 2,000 12,473 0 0 0 14,473 0 14,473
Transfer to capital reserve 0 0 19,440 0 -19,440 0 0 0
Dividend distribution 0 0 0 0 -150,800 -150,80( 0 -150,80(
Share options 27 0 0 0 0 7,032 7,032 0 7,032
Addition from business combinations 0 0 0 0 0 0 9,847 9,847
At 31 December 200 1,510,001 227,27 19,44« -1,34% 518,39: 2,273,76! 61,32! 2,335,08!
Net profit for the period 0 0 0 0 -459,227 -459,227 4,613  -454,614
Effect of changes in exchange rates 0 0 36,750 0 36,750 0 36,750
Total recognised income and expense 0 0 36,750 -459,22  -422,477 4,613 -417,864
Transfer to capital reserve 0 0 18,315 0 -18,315 0 0 0
Dividend distribution 18 0 0 0 0 -75,500 -75,50( 0 -75,50(
Share options 27 0 0 0 0 2,659 2,65¢ 0 2,65¢
At 31 December 200 1,510,001 227,27: 37,75¢ 35,40% -31,98¢ 1,778,45I 65,93¢ 1,844,38

25



Olympic Entertainment Group AS
Annual report 2008

Notes to the consolidated financial statements
Note 1. Significant accounting policies

Olympic Entertainment Group AS (the “Company” orEQ”) is a company registered in Estonia on 15

November 1999. The consolidated financial statemeftthe Company as at and for the year ended
31 December 2007 comprise the Company and its diabieis (together referred to as the “Group”). The

Group provides gaming services in the Baltic cdestr(Estonia, Latvia and Lithuania) and Ukraine,

Belarus, Poland, Romania and Slovakia.

The financial statements were authorised for i¢sgutihe management board on 22 April 2009. The dnnua
report is reviewed by the supervisory board and@ama by the general meeting of the shareholddre. T
general meeting may make amendments to the ansj@dtr

Statement of compliance
The consolidated financial statements have beepaped in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the Earopnion.

Basis of preparation
The consolidated financial statements have beepaped on the historical cost basis excépt the
following:

derivative financial instruments are measured iatvfue

financial instruments at fair value through prafitloss are measured at fair value
available-for-sale financial assets are measuréairatalue

investment properties are measured at fair value.

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

These consolidated financial statements are predeim Estonian kroons, which is the Company’s
functional currency. Financial information is pret in thousands of Estonian kroons, rounded ¢o th
nearest thousand.

Use of estimates and judgements

The preparation of financial statements in conftymiith IFRSs requires management to make
judgements, estimates and assumptions that affiecapplication of policies and reported amounts of
assets and liabilities, income and expenses. Thmaes and associated assumptions are based on
historical experience and various other factors dna believed to be reasonable under the circunossa

the results of which form the basis of making thdgements about the carrying values of assets and
liabilities that are not readily apparent from atheurces. Actual results may differ from thesénesstes.

The estimates and underlying assumptions are redesn an ongoing basis. Revisions to accounting
estimates are recognised in the period in whichestemate is revised if the revision affects orfiatt
period or in the period of the revision and futperiods if the revision affects both current anturfe
periods.

In particular, information about significant areaf estimation uncertainty and critical judgements i
applying IFRS that have the most significant effectthe amounts recognised in the financial statésne
is included in the following notes:

e Note 3 — other investments

Note 7 — deferred tax assets and liabilities

Note 10 — investment property

Note 11 — tangible assets

Note 12 — leased assets

Note 13- intangible assets

Note 17 — provisions

Note 27 — share-based payments

Note 29 — financial instruments

Note 30 — accounting estimates and judgements
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Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by Olympic éttinment Group AS. Control exists when the
Company holds over 50% of the voting power in atitygnor when the Company has the power, directly
or indirectly, to govern the financial and opergtpolicies of an entity under a statute or an agezd or
when the Company has the power to appoint or rertfeerénajority of an entity’s executive management
or the highest governing body so as to obtain lisniedm the entity’s activities. The financial &eents

of subsidiaries are included in the consolidatedricial statements from the date that control conves

to the date that control ceases.

Associates

Associates are those entities in which the Group $ignificant influence, but not control, over the
financial and operating policies. Significant irdhce is presumed to exist when the investor holds,
directly or indirectly (e.g. through subsidiariesyer 20% of the voting power of the investee.

In the consolidated financial statements, investsiém associates are accounted for using the equity
method. The cost of interest acquired is the failug of the consideration paid plus any directly
attributable acquisition costs.

Consolidation

In preparing the consolidated financial statemetits, financial statements of the Company and all
subsidiaries controlled by the Company are combimetiby line. Intra-group balances and transastion
are eliminated. All Group companies are independéatities. On consolidation, the financial statetaen
of foreign subsidiaries are translated to the Gi®ppesentation currency (the Estonian kroon) devis:

a) Assets and liabilities are translated to Estorkieoons at foreign exchange rates ruling at the
balance sheet date.
b) Revenues and expenses and other changes iy egaitranslated to Estonian kroons using the

weighted average exchange rates of the period.

Unrealised exchange differences from the transiadiothe financial statements of foreign operatians
recognised in the translation reserve in equity.

In the consolidated financial statements, minaintgrests in the results and equity of entitiestcaled
by the Company are presented on a separate line.

In the Company’s unconsolidated financial statemerttich are presented in the notes to the congdetida
financial statements, investments in subsidianies@asured at their fair values.

Financial instruments

Financial assets and liabilities

Financial assets and liabilities comprise cash aeash equivalents, investments in equity and debt
securities, trade and other receivables, loanshandwings, trade and other payables and accruedria
and expenses.

Financial instruments are recognised initially @it f7alue plus, for instruments not at fair valheough
profit or loss, any directly attributable transaaticosts.

Cash and cash equivalents comprise cash balamegsssn money market funds and term deposits avith
short maturity.

Other financial assets are classified based opuhgose of their acquisition to the flowing categer

Financial assets at fair value through profit osk

An instrument is classified at fair value througioffi or loss if it is held for trading or is desigted as
such upon initial recognition. After initial recagion, the Group measures financial assets atviaie
through profit or loss at their fair values withauty deduction for the transaction costs it mayiinen
sale or other disposal. The fair value of listecusiéies is their quoted bid price at the reportitege. If the
market for a financial asset is not active, failueais established using valuation techniques. &t&n
techniques include using recent arm’s length matikatsactions, reference to the current fair valtie
another instrument that is substantially the satisgounted cash flow analysis and option pricinglets.
Where the value of an equity instrument cannot basured reliably, the instrument is carried at.cost
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Held-to-maturity investments
Held-to-maturity investments are non-derivativeafinial assets with fixed or determinable payments a
fixed maturity that the Group has the positive mtien and ability to hold to maturity. Held-to-maity
investments are measured at their amortised casg Wilse effective interest rate method (the cagyin
amount of an investment is determined by reducogg by any impairment losses).

Available-for-sale financial assets

Available-for-sale financial assets are those nerivdtive financial assets that are designatedrasadle

for sale or are not classified to any of the otbategories. After initial recognition, available-fsale
financial assets are measured at their fair valdasunrealised gain or loss arising from a changthée

fair value of an available-for-sale financial asgetecognised directly in equity except for impaént
losses and foreign exchange gains and losses oretamgnitems such as debt securities. When an
available-for-sale financial asset is sold or itdue decreases, the cumulative gain or loss preljiou
recognised in equity is recognised in profit orslog/here an available-for-sale financial assentisrest-
bearing, the interest calculated using the effedtiterest rate method is recognised in profibss|

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thahate
guoted in an active market, other than those tieGroup intends to sell immediately or in the rieam,
those that the Group upon initial recognition deaigs as at fair value through profit or loss or as
available for sale, and those for which the Growgy mot recover substantially all of its initial Bstment.
Loans and receivables are measured at their amartisst using the effective interest rate methbd (t
carrying amount of an item is determined by redg@ast by any impairment losses).

Financial liabilities
After initial recognition, all financial liabilitie are measured at amortised cost using the eféertierest
rate method.

As a rule, the amortised cost of current finantabilities is equal to their nominal value, whichwhy
current financial liabilities are stated at the ammopayable. The amortised cost of non-currentnfire
liabilities is determined using the effective irgst rate method.

Borrowing costs are not capitalised but are reczgghas an expense as incurred.

Purchases of financial instruments are recogniseéleatrade date, i.e., at the date the Group cosnimi
purchase the financial asset. A financial instrumelerecognised when the Group’s contractualsigt
the cash flows from the financial instrument exmirewhen it transfers the financial instrument thge
with all significant risks and rewards of ownership

Derivative financial instruments

Derivatives are recognised initially at their faiue. Attributable transaction costs are recoghiseprofit

or loss when incurred. Subsequent to initial redimm derivatives are measured at fair value.rimsents
with a positive value are recognised as assetsir@tdiments with a negative value are recognised as
liabilities. Any changes in the fair value of dexfive financial instruments are recognised in prafiloss.

Inventories

Materials and goods purchased for resale arellgiti@cognised at cost. The cost of inventories poses
all costs of purchase and other costs incurredrimging the inventories to their present locatiord a
condition. In the balance sheet, inventories arasueed at the lower of cost and net realisableevalbe
net realisable value of inventories is their estadaselling price in the ordinary course of business the
estimated costs necessary to make the sale. Thefcmwentories is assigned using the first-imstfiout
(FIFO) formula (see note 6).

Investment property

Investment property is property (land, buildings)ieth the Group holds as the owner or under finance
lease to earn rentals or for capital appreciatiorbath rather than for use in the ordinary cour§e o
business. Investment property is initially recogdisit cost, which includes any transaction changesh

are directly attributable to the acquisition of theperty. Subsequent to initial recognition, irtwesnt
property is accounted for using the fair value madgereby investment property is measured at faine

at each balance sheet date. The fair value of imezg property is determined by professional ajgerai
Gains and losses arising from a change in thesdire of investment property are recognised inpirgod

in which they arise in other income and other egpsmrespectively.
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Property, plant and equipment

Iltems of property, plant and equipment are iniaktcognised at cost. The cost of property, plaxt a
equipment comprises all costs of purchase and astg directly attributable to bringing the assethe
location and condition necessary for it to be cépalb operating in the intended manner. Subseqtgent
initial recognition, items of property, plant andugpment are carried at cost less any accumulated
depreciation and any impairment losses.

Where parts of an item of property, plant and eqpgipt have different useful lives, they are accaifibe
as separate items of property, plant and equiparehtassigned depreciation rates that correspotieeio
useful lives.

Depreciation is charged to the income statemerd straight-line basis over the estimateeful lives of
each part of an item of property, plant and equiptmiEhe estimated useful lives are as follows.

Asset group Useful life
Buildings and structures 20 years
Improvements 4-10 years
as a rule, over the lease term
Plant and equipment 2.5-10 years
Vehicles 3-5 years
Other equipment and fixtures 2.5-5 years

Subsequent expenditure that improves economic tetiedt can be expected from an asset is addiad to
cost of the asset. Expenditure that is aimed antai@ing an asset’s level of performance is recagphias
an expense in the period in which it is incurred.

Intangible assets

Goodwill

Gooduwill (negative goodwill) arises on the acquisitof subsidiaries and associates. Goodwill regares

the excess of the cost of the acquisition overGheup’s interest in the net fair value of the idiible
assets, liabilities and contingent liabilities dfet acquiree. When the excess is negative (negative
goodwill), it is recognised immediately in profit toss. Positive goodwill is recognised in the baka
sheet and measured at cost less any accumulated ingmt losses.

Other intangible assets

Other intangible assets that are acquired by theugrare initially recognised at cost. The cost of
intangible assets comprises the purchase priceaapdosts directly attributable to the acquisitafrthe
asset. In the balance sheet, other intangible saasetmeasured at cost less any accumulated aatiortis
and any impairment losses. Other intangible assetamortised over their estimated useful liveagithe
straight-line method. The Group’s current intangiaksets other than goodwill are amortised atateeaf
20% per year.

Impairment

Financial assets

The Group assesses at each reporting date whatreris any objective evidence that a financiadaiss
impaired. A financial asset is considered to beaimgul if objective evidence indicates that one oren
events have had a negative effect on the estimtienle cash flows of that asset. If evidence of
impairment exists, the recoverable amount of aetassestimated and compared to the asset’s carryin
amount.

An impairment loss in respect of a financial asseaisured at amortised cost is calculated as tferefite
between its carrying amount and the present valubeoestimated future cash flows discounted at the
financial asset’s original effective interest red&ort-term receivables are not discounted.

When a change in the fair value of an availablestde financial asset has been recognised diractly
equity and there is objective evidence that theetass impaired, the cumulative loss that had been
recognised directly in equity is removed from eguand recognised in profit or loss even though the
financial asset has not been derecognised. Ther@mbthe cumulative loss that is removed from gqui
and recognised in profit or loss is the differebetween the acquisition cost and current fair valess
any impairment loss on that financial asset presliptecognised in profit or loss.
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An impairment loss recognised for a receivableiedrat amortised cost is reversed only if the recable
amount of the receivable increases and the incre@msde objectively related to an event occurriftgra
the impairment loss was recognised.

Impairment losses recognised for an investmenhieguity instrument classified as available foesale
not reversed through profit or loss but throughitgquf the fair value of a debt instrument clagsif as
available for sale increases and the increase eaabfectively related to an event occurring aftes t
impairment loss was recognised, the impairment lesseversed, with the amount of the reversal
recognised in profit or loss.

Other assets

The carrying amounts of the Group’s non-financededs other than investment property and defeared t
assets are reviewed at each reporting date tondiemwvhether there is any indication of impairmdfit.
any such indication exists, the asset's recoverableunt is estimated. For goodwill, the recoverable
amount is estimated at each reporting date.

The recoverable amount of an asset or cash-gemgnatit is the greater of its value in use and V¥alue

less costs to sell. In assessing value in usegstimated future cash flows are discounted to fvaisent
value using a pre-tax discount rate that refleatsemt market assessments of the time value of ynand

the risks specific to the asset. For the purposenpairment testing, assets are grouped togethertiie
smallest group of assets that generates cash mftbat are largely independent of the cash inflofvs
other assets or groups of assets (the “cash-germgmatit”). For the purpose of impairment testirige
goodwill acquired in a business combination is adled to cash-generating units that are expected to
benefit from the synergies of the combination.

An impairment loss is recognised if the carryingoammt of an asset or its cash-generating unit excésd
recoverable amount. Impairment losses are recadjimisgrofit or loss.

An impairment loss in respect of goodwill is noveesed. In respect of other assets, impairmenesoss
recognised in prior periods are assessed at eaurtirgy date for any indications that the loss has
decreased or no longer exists. An impairment Isggversed if there has been a change in the ésima
used to determine the recoverable amount. An impait loss is reversed only to the extent that the
asset’s carrying amount does not exceed the cagrgmount that would have been determined, net of
depreciation or amortisation, if no impairment lbsgl been recognised.

Leases
Leases that transfers all significant risks andarels of ownership to the lessee are recognisemhasce
leases (see note 12). Other leases are classifiepdesating leases.

The Group as a lessor
Assets leased out under operating lease are carritite balance sheet analogously to owned assets.
Operating lease payments are recognised as incorasstwaight-line basis over the lease term.

The Group as a lessee

Finance leases are recognised as assets andtiabdt amounts equal to the fair value of theddas
property. Lease payments are apportioned betweefindnce charge and the reduction of the outstandi
liability. The finance charge is allocated to epehmiod during the lease term so as to produce ataoh
periodic rate of interest on the remaining balaofcine liability.

Operating lease payments are recognised as an sxjpena straight-line basis over the lease term (se
note 12).

Provisions and contingent liabilities
Provisions are established for liabilities of unagr timing and amount. The amount and timing of
provisions is determined on the basis of estimatade by management or independent experts.

A provision is recognised when the Group has agmtelegal or constructive obligation as a resultof
past event, it is probable (over 50%) that an outfbf resources embodying economic benefits will be
required to settle the obligation, and a relialsiétneate can be made of the amount of the obligation

Provisions are estimated and reviewed at each ¢mlsimeet date. If it is probable that a provisicoud
be settled within more than a year, the provis®reported at its discounted present value. Theodig
rate is a pre-tax rate that reflects current marketest rates assigned to similar liabilities.
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Contingent liabilities are liabilities whose settient probability is less than 50% or which cannet b
measured reliably. Contingent liabilities are acted for off the balance sheet.

Corporate income tax

In accordance with the effective Income Tax Aabnfirl January 2000 in Estonia corporate incomegax i
not levied on profits earned but dividends distiilall The tax rate is 21/79 of the amount distribte the
net dividend (until 31 December 2007 the tax rass ®2/78). The income tax payable on the distidouti
of dividends is calculated by taking into accoum tlividends received by the parent company frem it
foreign subsidiaries, which have been distributednfprofit taxed with income tax.

The income tax payable on dividends is recognisetha income tax expense of the period in which the
dividends are declared irrespective of the permdwhich the dividends are declared or the period i
which they are paid.

The contingent income tax liability which would seiif the unrestricted equity of the Group’s Esaoni
entities were distributed as dividends is not reised in the balance sheet. The maximum income tax
liability which could arise on a dividend distrilimn is disclosed in note 30.

The consolidated financial statements include trparate income tax calculated on the profits eatne
the Group’s foreign subsidiaries, the deferredassets and liabilities of the Group’s foreign sdiasies,
and the dividend tax of the Group’s Estonian esiti

Deferred income tax

Under the effective Income Tax Act, there are rftedénces between the tax bases and carrying asmount
of the assets and liabilities of Estonian Group panies which could give rise to deferred tax assets
liabilities. The profits of Latvian, Lithuanian, Wkinian, Belarusian, Romanian, Polish and Slovakian
Group companies are adjusted for permanent andot@ampdifferences and taxed in accordance with the
laws of their domicile.

Income tax paid by foreign subsidiaries

In accordance with the Lithuanian, Latvian, UkramiBelarusian, Polish, Romanian and Slovak tas,|aw
corporate income tax is levied on profits earneke Tax rates enacted, or substantially enactetieat t
balance sheet date are as follows: Lithuania 158%yid 15%, Ukraine 25%, Belarus 24%, Poland 19%,
Romania 16% and Slovakia 19%. The current incomeptyable by the Group’s Lithuanian, Latvian,
Ukrainian, Belarusian, Polish, Romanian and Slosatities is recognised as income tax expense and an
income tax liability as incurred.

Deferred tax is recognised using the balance dia®lity method, providing for temporarglifferences
between the carrying amounts of assets and liakilior financial reporting purposes and the an®used
for taxation purposes. Deferred tax is not recaghfer the following temporary differences:

e the initial recognition of assets or liabilities antransaction that is not a business combinatimhtlaat
affects neither accounting nor taxable profit; and

e (differences relating to investments in subsidiaigethe extent that it is probable that they wit reverse
in the foreseeable future.

The amount of deferred tax recognised is baset@mtpected manner of realisation or settlemetiteofax
assets and liabilities, using tax rates enactadilostantively enacted at the balance sheet date.

A deferred tax asset is recognised to the exteatt ithis probable that future taxable profits wik
available against which the asset can be utiliBederred tax assets are reduced to the extentttisaho
longer probable that the related tax benefit wéllrbalised.

Foreign currency

Transactions in foreign currencies are transladguthe Eesti Pank (Bank of Estonia) exchangesrate
quoted at the dates of the transactions. Monet&sgta and liabilities denominated in foreign curies at
the balance sheet date, and non-monetary assetmhbitities denominated in foreign currencies thag
measured at fair value are re-translated to Egtokiaons using the Eesti Pank exchange rates raling
the balance sheet date. Foreign exchange diffesesiiging on translation are recognised in thernmeo
statement.

In preparing the consolidated financial statemehtsfollowing exchange rates were applied:
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Currency Exchange rate

31 December 2008 31 December 2007
Euro 15.646600 15.646600
Lithuanian litas 4.531570 4.531570
Latvian lats 22.097700 22.450500
Belarusian ruble 0.005046 0.004933
Polish zloty 3.747880 4.366070
Ukrainian grivna 1.405950 2.106570
Romanian leu 3.903950 4.363210
Slovakian koruna 0.519055 0.465647
Revenue

Revenue from the rendering of services and saipofls is recognised on the delivery of the sereicen
the sale of the goods. If a service is rendered aneextended period, revenue is recognised imttame
statement in proportion to the stage of completibthe transaction at the balance sheet date.

Gaming revenue comprises:

- revenue from slot machines

- revenue from game tables

Gaming revenue is the difference between bets and. Weaming revenue is recognised on an accrual
basis.

Interest income and dividend income are recognisbdn it is probable that the economic benefits
associated with the transaction will flow to theoGp and the amount of the revenue can be measured
reliably. Interest income is recognised in the meostatement as it accrues using the effectiveeisite
method except when collection of payment is ungeiitawhich case interest income is recognised on a
cash basis. Dividend income is recognised in tlcerite statement when the right to receive payment is
established.

Earnings per share

Basic earnings per share are calculated by divittiegorofit or loss attributable to ordinary equityiders

of the Company by the weighted average numberdihary shares outstanding during the period. Fer th
purpose of calculating diluted earnings per shée profit or loss attributable to ordinary equitylders

of the Company and the weighted average numbeharkes outstanding are adjusted for the effectdl of a
dilutive potential ordinary shares.

Employee benefits

Termination benefits

The Group recognises termination benefits as ailitiaband an expense only when the Group is
demonstrably committed to terminate an employee’'s group of employees’ employment before the
normal retirement date, or to provide terminatiendfits as a result of an offer made to encourage
voluntary redundancy. Termination benefits for vaary redundancies are recognised as an expetise if
Group has made an offer encouraging voluntary rédney, it is probable that the offer will be acespt
and the number of acceptances can be estimatablyeli

Share-based payments
The share options granted to the Group’s key peedasre recognised as equity-settled considerdtion
services rendered to the Group.

Owing to the complexity of determining the fair wal of services received, the fair of the services
rendered by the key personnel is measured by refer® the fair value of the equity instrumentangd.
The fair value of such equity instruments is meedat their grant date by an independent appraiser.

The cost of equity-settled share-based paymentsadions is recognised as an expense with a
corresponding increase in equity over the periodtiich the employees become unconditionally ertitle
to the payment (the vesting period). The cumulatérauneration expense from equity-settled shareebas
payment transactions arisen during the vestingogaepresents the amortisation of the vesting peaia

the Group’s best estimate of the number of equistruments expected to vest. Any change in the
cumulative remuneration expense is recogniseddfitfor loss.
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The grant of share options is conditional on theleyee remaining at the Company’s employ until the
end of the vesting period and satisfying certaifggenance conditions. Vesting conditions, otherntha
market conditions, are not taken into account westimating the fair value of the share optionshat t
measurement date. Instead, vesting conditionsakentinto account by adjusting the number of equity
instruments included in the measurement of thestetion so that, ultimately, the amount recognised
services received as consideration for the equisyruments granted is based on the number of equity
instruments that eventually vest. Hence, on a cativel basis, no amount is recognised for services
received if the equity instruments granted do restt\because of the failure to satisfy a vestinglitmm,

e.g. when the counterparty fails to complete aifipdcservice period or a performance conditiomag
satisfied.

Payables to employees

Payables to employees include the performance psglype to employees on the basis of employment
contracts which is calculated by reference to th®u@'s financial results and satisfaction of the
employees’ individual performance conditions.

Performance pay is recognised as an expense asyhblp to employees when the disbursement will take
place during the next reporting period. The perfomoe pay liability includes both the performancyg pa
and related social tax and unemployment insurahaeges.

In addition, payables to employees include vacapay liabilities calculated at the reporting date i
accordance with effective employment contracts apglicable legislation. The vacation pay liabiktie
include both the direct vacation pay liability aadsociated social tax and unemployment insurance
charges.

Statement of cash flows

The statement of cash flows is prepared usingrttgact method — cash flows from operating actgti
are found by adjusting net profit by eliminating téffect of non-cash transactions and changesrierdu
assets and current liabilities related to operadictiyity.

Segment reporting

A segment is a distinguishable component of theu@Gtthat is engaged in providing products or sesvice
(business segment) or in providing products withirparticular economic environment (geographical
segment) which is subject to risks and rewards #mnat different from those of other segments. The
Group’s primary segment reporting format is geobiegl segments and secondary segment reporting
format is business segments. The Group’s geograpbégments are determined based on the customer’s
geographical location. The Group’s business segmimiude the gaming services segment and other
services segment.

Segment revenue, expense, assets and liabilitiesdatermined before intra-Group balances and
transactions are eliminated as part of the constatid process except to the extent that such @Bt@aip
balances and transactions are between Group sniitikin a single segment.

Segment assets and liabilities include items diredtributable to a segment as well as those ¢hatbe
allocated to it on a reasonable basis. Unallocasseéts and liabilities comprise assets and liegsilivhich
cannot be allocated to any segment on a reasohabie. Unallocated assets comprise interest rdueiva
tax assets, and loan receivables. Unallocateditiabicomprise corporate income tax liabilitiesdidang-
term loans and borrowings.

Fair value

The fair values of cash, trade and other receigalsleort-term loans and borrowings and trade aherot
payables do not differ significantly from their pang amounts because they are expected to bedettl
within twelve months after the balance sheet dete fair values of long-term loans and borrowings d
not differ from their carrying amounts becausertigerest rates correspond to the market intestst of
comparable instruments.

It is assumed that the carrying amount of receasbind payables related to operating activitypheny
impairment allowances, is approximate to their f@tue. The fair values of financial liabilitiesyeabeen
determined for disclosure purposes based on theeptrevalues of their future contractual principatl a
interest cash flows, discounted at the market odteterest at the reporting date. The market aite
interest is determined by reference to similarriial instruments.
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The fair value of financial instruments which araded on an active market (available-for-sale fomgn
assets) is determined by reference to their quaitb@rice at the reporting date.

Subsequent events

The annual financial statements reflect all sigaifit events affecting the valuation of assets mtulities

that became evident between the balance sheetiddtthe date on which the financial statements were
authorised for issue but are related to the repgur prior periods.

Subsequent events that are indicative of condittbas arose after the balance sheet date but whith
have a significant effect on the result of the nindncial year are disclosed in the notes to theual
financial statements.

New International Financial Reporting Standards and Interpretations of the Financial Reporting
Interpretations Committee (IFRIC)

e Amendment to IFRS 2 Share-based Payment (effdotivennual periods beginning on or after 1
January 2009)

The amendments to the Standard clarify the dedimitf vesting conditions and introduce the conadpt
non-vesting conditions. Non-vesting conditions &rdoe reflected at grant-date fair value and failio
meet non-vesting conditions will generally resaoltreatment as a cancellation.

The Group has not yet completed its analysis ofrtipact of the revised standard.

e Revised IFRS 3 Business Combinations (effectivarfoual periods beginning on or after 1 July

2009)

The scope of the revised Standard has been amamdethe definition of a business has been expanded.
The revised Standard also includes a number of gititentially significant changes including:

e All items of consideration transferred by the acguare recognised and measured at fair value as

of the acquisition date, including contingent cdesation.

e Subsequent change in contingent consideratiorbillecognised in profit or loss.

e Transaction costs, other than share and debt issuasts, will be expensed as incurred.
The acquirer can elect to measure any non-comigolliterest at fair value at the acquisition d&tsl (
goodwill), or at its proportionate interest in tfar value of the identifiable assets and liakgktiof the
acquiree, on a transaction-by-transaction basis.
As the revised Standard should not be applied sinkess combinations prior to the date of adoptibe,
revised Standard is expected to have no impacthenfihancial statements with respect to business
combinations that occur before the date of adopifahe revised Standard.

e |FRS 8 Operating Segments (effective for annuabgsrbeginning on or after 1 January 2009)

The Standard introduces the “management approagh%egment reporting and requires segment
disclosure based on the components of the entitly ttanagement monitors in making decisions about
operating matters. Operating segments are comporanan entity about which separate financial
information is available that is evaluated regyldry the Group’s management in deciding how tocaite
resources and in assessing performance.

The Standard will have no effect on the Group’sificial result or equity. The Group estimates tleat n
standard will affect the presentation and disclesafrsegment reporting.
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e Revised IAS 1 Presentation of Financial Statem@fsctive for annual periods beginning on or after
1 January 2009)

The revised Standard requires information in finainstatements to be aggregated on the basis oédgha
characteristics and introduces a statement of celngmsive income. Items of income and expense and
components of other comprehensive income may beepted either in a single statement of
comprehensive income (effectively combining theome statement and all non-owner changes in equity
in a single statement), or in two separate staté&sr@nseparate income statement followed by arstate

of comprehensive income).

The Group is currently evaluating whether to présesingle statement of comprehensive income, or tw
separate statements.

e Revised IAS 23 Borrowing Costs (effective for ahpaaods beginning on or after 1 January 2009)

The revised Standard removes the option to expbas®wing costs and requires the capitalization of
borrowing costs that relate to qualifying assdiege that take a substantial period of time taggdy for
use or sale).

The Group has not yet completed its analysis ofrttpact of the revised standard.

e Amendments to IAS 27, Consolidated and SeparasnEiml Statements (effective for annual periods
beginning on or after 1 January 2009)

The amendments remove the definition of “cost m#thtourrently set out in IAS 27, and instead require
all dividends from a subsidiary, jointly controlleshtity or associate to be recognised as inconthdn
separate financial statements of the investor whemight to receive the dividend is established.

In addition, the amendments provide guidance wihenré¢ceipt of dividend income is deemed to be an
indicator of impairment.

Amendments to IAS 27 are not relevant as theséhareonsolidated financial statements of the Group.

e Revised IAS 27 Consolidated and Separate FinanStatements (effective for annual periods
beginning on or after 1 July 2009)

In the revised Standard the term minority intetreess been replaced by non-controlling interest, iand
defined as "the equity in a subsidiary not attréitle, directly or indirectly, to a parent". Thevised
Standard also amends the accounting for non-cdinfydhterest, the loss of control of a subsidiaapd
the allocation of profit or loss and other comprediee income between the controlling and non-
controlling interest.

The Group has not yet completed its analysis ofrtipact of the revised standard.

¢ Amendments to IAS Fnancial Instruments: Presentatipmnd IAS 1,Presentation of Financial
Statementgeffective for annual periods beginning on or aftetanuary 2009)

The amendments introduce an exemption to the piacitherwise applied in IAS 32 for the classifioat
of instruments as equity, and allow certain pugdbstruments issued by an entity that would nolynizd
classified as liabilities to be classified as egjifithey meet certain conditions.

The amendments are not relevant to the Group’sifiah statements as none of the Group entities lmave
the past issued puttable instruments that wouldffeeted by the amendments.
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e Amendment to IAS 39, Financial Instruments: Redmmmiand Measurement (effective for annual
periods beginning on or after 1 July 2009)

The amended Standard clarifies the applicatiorxistiag principles that determine whether spedifiks
or portions of cash flows are eligible for desigmatin a hedging relationship. In designating ddieg
relationship the risks or portions must be sepbradentifiable and reliably measurable; howevdtaition
cannot be designated, except in limited circumstanc

The Group has not yet completed its analysis ofrtipact of the revised standard.

e |FRIC 13 Customer Loyalty Programmes (effectivedonual periods beginning on or after 1 July

2008)

The Interpretation explains how entities that gtaghlty award credits to customers who buy othewds

or services should account for their obligationptovide free or discounted goods or services (fda/a

to customers who redeem those award credits. &niiies are required to allocate some of the mdse

of the initial sale to the award credits and redsgrthese proceeds as revenue only when they have
fulfilled their obligations.

According to management’s assessment, the Intatmetwill not have any impact on the Group’s
consolidated financial statements.

e |FRIC 15 Agreements for the Construction of Redates(effective for annual periods beginning on
or after 1 January 2009)

IFRIC 15 clarifies that revenue arising from agreeis for the construction of real estate is recseghby
reference to the stage of completion of the cohtxatvity in the following cases:

1. the agreement meets the definition of a constmucontract in accordance with 1AS 11.3;

2. the agreement is only for the rendering of s&wiin accordance with IAS 18 (e.g., the entitpas
required to supply construction materials); and

3. the agreement is for the sale of goods but #wenue recognition criteria of IAS 18.14 are met
continuously as construction progresses.

In all other cases, revenue is recognised whewfalhe revenue recognition criteria of IAS 18.14 ar
satisfied (e.g. upon completion of constructiompon delivery).

IFRIC 15 is not relevant to the Group’s financigdtsments as the Group does not provide real estate
construction services or develop real estate fier sa

e |FRIC 16 Hedges of a Net Investment in a Foreiger@tion (effective for annual periods beginning
on or after 1 October 2008)

The Interpretation explains the type of exposued thay be hedged, where in the group the hedged ite
may be held, whether the method of consolidatidiectd hedge effectiveness, the form the hedged
instrument may take and which amounts are recladsifom equity to profit or loss on disposal oéth
foreign operation.

IFRIC 16 is not relevant to the Group’s financi@tements as the Group has not designated any $iefige
a net investment in a foreign operation.

e |FRIC 17 Distributions of Non-cash Assets to Owngfective prospectively for annual periods
beginning on or after 15 July 2009)

The Interpretation applies to non-reciprocal disttions of non-cash assets to owners acting irr thei
capacity as owners. In accordance with the Inggpion a liability to pay a dividend shall be rgosed
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when the dividend is appropriately authorised andd longer at the discretion of the entity andldba
measured at the fair value of the assets to betiistd. The carrying amount of the dividend pagadiall
be remeasured at each reporting date, with anygesaim the carrying amount recognised in equity as
adjustments to the amount of the distribution. Wtkee dividend payable is settled the differentany,
between the carrying amount of the assets distribaind the carrying amount of the dividend payable
shall be recognised in profit or loss.

As the Interpretation is applicable only from tretedof application, it will have no impact on tleafcial
statements for periods prior to the date of adoptibthe Interpretation. Further, since it relae$uture
dividends that will be at the discretion of the mgement board/shareholders it is not possible to
determine the effects of application in advance.
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Note 2. Cash and cash equivalents

In thousands of Estonian kroons, at 31 December 2008 2007
Cash on hand and at gaming halls 77,279 83,085
Call deposits 135,359 168,023
Term deposits 84,035 231,701
Cash in transit 19,246 18,991
Total 315,919 501,800

At 31 December 2008, term deposits included depaxit6,663 (31.12.2007: 12,767) thousand kroons
made for the acquisition of the Eldorado subsid&riguarantee deposits of 5,666 (31.12.2007: 48,379
thousand kroons made for rented premises and gtiemantee deposits of 71,706 (31.12.2007: 11,000)
thousand kroons.

At the end of the reporting period, call depostmprised the balances on current accounts and ighern
deposits. The effective interest rates of overnigyosits ranged from 3.9% to 5.5% (2007: from 3t&%
5.9%) and the effective interest rates of term dépand fund units ranged from 1.7% to 7.3% (2007:
1.7% to 4.32%). The maturities of term depositgeafrom one month to three years. Term deposits are
cancellable. In 2008, the Group’s interest incometerm deposits amounted to 10,497 (2007: 24,874)
thousand kroons.

Note 3. Other investments

Held-to-maturity investments

In thousands of Estonian kroons, at 31 December 2008 2007
Lithuanian government bonds
Current portion 0 10,929
Non-current portion 15,871 7,248
Other long-term financial investments 59 0
Total 15,930 18,177
Parvalueil  Interst
Description Issue number Quantity LTL rate  Acquisition date Redemption date
Bond LT0000607046 3,900 390,000 5.1% 4 April 2003 11 February 2010
Bond LT0000610040 11,366 1,136,600 6%. 13 October 2004 24 January 2013
Bond LT0163880502 627 2,164,906 4.5% 2 DBcember 2008 5 March 2013
Total 15,893 3,691,506

In accordance with the Lithuanian gaming legiskatia gaming organiser has to put up collateral by
investing part of its capital in government bondsmaking a deposit. The law prescribes the ratebef
collateral.

Effective rates of collateral are as follows:
- 40,000 litas / 181,263 kroons per game table
- 25,000 litas / 113,289 kroons per slot machine

The bonds are classified as held-to-maturity inmesits. In 2008, interest income on the bonds amount
to 700 (2007: 534) thousand kroons.
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In thousands of Estonian kroons, at 31 December 2008 2007
Trade receivables 12,147 14,503
Allowance for impairment -5,640 -194
Total 6,507 14,309
In thousands of Estonian kroons 2008 2007
Allowance for impairment

at beginning of year -194 -207
Items considered impaired -5,746 -127
Items considered irrecovera 30C 14C
Allowance for impairment at end of yeal -5,64( -194

Impairment losses on items written down and comsidi@recoverable are recogniseddther expenseis

the income statement.

Note 5. Other receivables and prepayments

In thousands of Estonian kroons, at 31 December 2008 2007
Prepaid taxe:

Gaming tax 22,681 23,767
Value added tax 9,737 6,074
Other taxes 1,456 7,508
Total prepaid taxes 33,874 37,349
Prepayments for service

Lease of premises 20,370 11,935
Licences 6,172 2,560
Software and equipment maintenance 1,032 0
Other prepayments 8,832 4,991
Total prepayments for services 36,406 19,486
Other receivable:

Loans to employees 295 61
Other receivables from employees 621 2,910
Interest receivable 6,015 2,094
Miscellaneous receivables 8,963 6,561
Total other receivables 15,894 11,626
Total other receivables and prepayments 86,174 68,461
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Note 6. Inventories

In thousands of Estonian kroons, at 31 December 2008 2007
Gaming equipment 9,324 2,866
Jackpot prizes 1,007 1,005
Spare parts for slot machines 8,493 758
Other materials 2,099 9,030
Goods purchased for resale 8,241 6,782
Non-current assets held for sale 412 0
Total 29,576 20,441

Note 7. Deferred tax assets and liabilities

Tax assets Tax liabilities Net
In thousands of Estonian kroons 2008 2007 2008 2007 2008 2007
Inventories 60 509 0 0 60 509
Employee benefits 1,481 18 0 0 1,481 18
Property, plant and equipment 13,813 1,233 -14,482 790, -669 -19,559
Investment property 0 0 -1412 -1,412
Provisions 460 2,744 0 0 460 2,744
Tax value of loss carry-forwards 951 430 0 0 951 430
Other 5,052 1,153 0 0 5,052 1,153
Total tax assets / liabilitie: 21,817 6,087 -15,89¢ -20,79:  5,92: -14,70¢
Set-off of deferred tax assets and liabilities -0,97 -2,512 4970 2,512 0 0
Net deferred tax assets / liabilitie 16,847 3,57 -10,92¢ -18,28(  5,92: -14,70¢
Deferred tax assets / liabilities at beginning of
year 3,575 3,204 -18,280 -12,182 -14,705 -8,978
Deferred tax assets / liabilities at end of year 16,847 3,575 -10,924 -18,280 5,923 -14,705
Recognised in income / expense during the
year (see note 24) 13,272 371 7,356 -6,098 20,628 -5,727
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At 31 December Domicile 2008 2007 Core activity Shardépl

Olympic Casino Eesti AS Estonia 95% 95% Organisatiogamhing OEG

Nordic Gaming AS Estonia 100% 100% In liquidation OEG

Kungla Investeeringu AS Estonia 100% 100% Hotel sesyicatering OEG

Vikings Services OU Estonia 0% 100% In liquidation Nar@aming

Fortuna Travel OU Estonia 95% 95% Casino tourism Olyn@asino Eesti
Kasiino.ee OU Estonia 100% 100% Internet solutions OEG

Jokker-Pokker OU Estonia 95% 95% Bar services Olympisif€eEesti
Casinova OU Estonia 95% 95% Trademark, brand managemelympic Casino Eesti
Kesklinna Hotelli OU Estonia 97.5%  97.5% Hotel services OEG

Olympic Casino Latvia SIA Latvia 100% 36.5% Organisataf gaming OEG

Olympic Casino Latvia SIA Latvia 0% 63.5% Organisatirgaming Olympic Casino Group Baltic
Ahti SIA Latvia 100% 100% Bar services OEG

Faraons SIA Latvia 0% 100% Bar services OEG

Olympic Casino Group Baltic SIA  Latvia 0% 100% Holdiagtivities OEG

Olympic Casino Group Baltija UAB  Lithuania 100% 100%g@nisation of gaming OEG

Mecom Grupp UAB Lithuania 100% 100% Bar services OEG

Olympic Casino Bel IP Belarus 100% 100% Organisatiogashing OEG

Olympic Casino Ukraine TOV Ukraine 100% 100% Organ@aif gaming OEG

Alea Private Company Ukraine 100% 100% Organisatioganfing Olympic Casino Ukraine
Eldorado Leisure Company Ukraine 100% 100% Organisatf@aming Olympic Casino Ukraine
Ukraine Leisure Company Ukraine 100% 100% Organisatfayaming Olympic Casino Ukraine
Silber Investments Sp. Z 0.0. Poland 100% 100% Holdirtyities OEG

Baina Investments Sp. Z 0.0. Poland 100% 100% Holdatigities OEG

Casino-Polonia Wroclaw Sp.Z.0.0.  Poland 33.33%  33.33Yafisation of gaming OEG

Casino-Polonia Wroclaw Sp.Z.0.0.  Poland 33.33%  33.33Yadisation of gaming Silber Investments
Casino-Polonia Wroclaw Sp.Z.0.0.  Poland 13.33%  13.33Yafsation of gaming Baina Investments
Olympic Casino Bucharest S.r.I. Romania 100% 100% Qsgdion of gaming OEG

Muntenia Food Beverage S.r.| Romania 90% 90% Bar ssvic OEG

Muntenia Food Beverage S.r.| Romania 10% 10% Bar sesvic Olympic Casino Bucharest
Olympic Exchange S.r.| Romania 90% 90% Currency exchang OEG

Olympic Exchange S.r.| Romania 10% 10% Currency exchang Olympic Casino Bucharest
Olympic Entertainment Slovakia Slovakia 100% 0% Orgatiim of gaming OEG

Olympic FjaB S.r.o. Slovakia 100% 0% Bar services OEG

Acquisition of subsidiaries

In February OEG set up a subsidiary in Slovakiae Tritorporated company is named Olympic F&B
S.r.o. and its area of activity will be provisioh lmar services for Olympic Entertainment Slovakia &

and for its customers.

Transformation of subsidiaries

In January 2008 was decided juridical re-establehinof activities of Estonian subsidiary Nordic Gam

AS, changes in court register were made in May.

In the first quarter of 2008 subsidiaries Olympasho Latvia SIA and Olympic Casino Group Balti&SI
merged. The balance sheet date of the merger wasudary 2008. The juridical merger was finished in
March, as a result Olympic Casino Group Baltic 8l&s dissolved from Latvian enterprise register.
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In March 2008 was decided juridical merger of Latvisubsidiaries Faraons SIA and Ahti SIA . The
juridical merger was completed on August 12th, agslt of which Faraons SIA was dissolved from
Latvian enterprise register.

In May 2008 was decided liquidation of Estonian sdiaries Jokker-Pokker OU and Casinova OU.

Casinova OU was dissolved from Estonian enterpegester on 16 February 2009 and Jokker-Pokker OU
was dissolved from Estonian enterprise registet®mfebruary 2009.

Note 9. Other long-term receivables

In thousands of Estonian kroons, at 31 December 2008 2007
Long-term loans 0 99

Prepaid lease rentals 14,186 11,856
Prepayments for shares in Casino Polonia 31,106 0
Total 45,292 11,955

Note 10. Investment property

In thousands of Estonian kroons Land Buildings Total

At 31 December 2006 29,169 2,650 31,819
Revaluation 21,455 -350 21,105
At 31 December 2007 50,624 2,300 52,924
Acquisitions 5,438 0 5,438
Revaluation -12,432 -600 -13,032
At 31 December 2008 43,630 1,700 45,330

Investment properties are measured at their fairega

Land includes forest land acquired for capital apfation and building rights to a property acquifed
real estate development in Vilnius. Buildings ir#uan apartment acquired to earn rentals and fitata
appreciation.

Investment property was revalued using the assistaha professional real estate appraiser TikE&iS
UAB in Lithuania and Real Estate Agency Uus Maa Biedsatervenduse OU in Estonia.

In 2008, rental income from investment property amed to 288 (2007: 109) thousand kroons. Operating
expenses on investment property (utility, securitgurance, and land tax charges) totalled 44 (228Y
thousand kroons.
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Note 11. Property, plant and equipment

Landand Renovation Plantand Other  Assets under

In thousands of Estonian kroons buildings  expenditures equipment items  construction Total
Carrying amount at 31

December 2006 20,699 227,619 470,506 34,416 17,231 770,471
Cost at 31 December 2006 24,028 318,487 712,883 58,875 17,231 1,131,504
Additions 0 132,604 441,147 33,045 73,872 680,668
Acquisitions through business combinations 0 70,064 64,839 3,347 834 139,084
Reclassification -133 12,314 2,314 1,340 -15,835 0
Disposals -2,026 -8,484 -37,295 -3,294 288 -50,811
Effect of movements in exchange rates 9 706 -15,553 447 -1,176 -15,567
Cost at 31 December 2007 21,878 525,691 1,168,335 93,76 75,214 1,884,878
Accumulated depreciation at 31

December 2006 -3,329 -90,868 -242,377  -24,459 0 -361,033
Depreciation charge for the year -1,237 -52,746 -186,947 -5,675 0 -246,605
Reclassification 7 0 98 -105 0 0
Disposals 0 2,631 36,373 1,227 0 40,231
Effect of movements in exchange rates -5 144 1,809 -81 0 1,867
Accumulated depreciation at 31

December 2007 -4,564 -140,839 -391,044  -29,093 0 -565,540
Carrying amount at 3

December 2007 17,314 384,852 777,291 64,667 75,214 1,319,338
Additions 17 111,258 409,138 61,139 103,849 685,402
Reclassification 1,289 25,390 67,229 9,325 -103,233 0
Reclassification between tangible and

intangible assets 0 0 2,979 -95 -46 2,838
Disposals -9,633 -18,131 -102,333 579 -495 -130,013
Effect of movements in exchange rates 483 -39,536 -76,616 1,505 -32,453 -146,617
Cost at 31 December 2008 14,034 604,672 1,468,732  186,2 42,837 2,296,488
Depreciation charge for the year -658 -88,051 -256,622 -29,139 0 -374,470
Impairment 0 -55,797 -24,418 0 0 -80,215
Reclasifications -287 264 148 -125 0 0
Reclassification between tangible ¢

intangible assets 0 20,660 -12,617 -8,164 0 -121
Disposals 1,537 5,488 69,812 6,907 0 83,744
Effect of movements in exchange rates -383 -4,927 -24,130 -17,370 0 -46,810
Accumulated depreciation at 31

December 2008 -4,355 -263,202 -638,871  -76,984 0 -983,412
Carrying amount at 31

December 2008 9,679 341,470 829,861 89,229 42,837 1,313,076

Information on leased assets is presented in ndtd dase payments made and lease liabilities are
disclosed in note 14.

Assets under construction include expendituresrieduin connection with assets constructed for the
Group’s own use. Upon completion, the assets wéll ttansferred to the appropriate category of
property, plant and equipment. No items of propephant and equipment have been pledged as
collateral and the Group has no obligation to ihuegroperty, plant and equipment.

In 2008, impairment of tangible assets in total amoof 80,215 (2007:0) thousand kroons was
recognised. The impairment of renovation expendguelated to planned closings of casinos in Eafoni
Latvia, Lithuania, Ukraine and Romania in the fitgtarter of 2009 amounted to 55,797 (2007: 0)
thousand kroons. The impairment of plant and egeignin amount of 24,418 (2007: 0) thousand
kroons has been recognised as a result of impairtests. The recoverable amount of plant and
equipment was identified by reference to their gdluuse. Value in use was determined using ddtaile
pre-tax operating cash flow estimates for five gear
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In thousands of Estonian kroons

Cost at 31 December 2006 1,052
Accumulated depreciation at 31 December 2006 -790
Carrying amount at 31 December 2006 262
Additions 25,390
Depreciation charge for the year -2,774
Effect of movements in exchange rates -423
Cost at 31 December 2007 26,019
Accumulated depreciation at 31 December 2007 -3,564
Carrying amount at 31 December 2007 22,455
Additions 8,816
Depreciation charge for the year -6,153
Effect of movements in exchange rates -305
Cost at 31 December 2008 34,426
Accumulated depreciation at 31 December 2008 -9,614
Carrying amount at 31 December 2008 24,812

Assets held under operating lease

Operating lease payments made in 2008 totalledld232007: 170,977) thousand kroons.

Non-cancellable operating lease payables have ta&lenlated on the basis of amounts due for the non-

cancellable portions of the leases.

In thousands of Estonian kroons 200¢ 2007
Operating lease payments made during the period 9896, 34,226
Operating lease rentals payable
Less than 1 year 253,840 56,082
Between 1 and 5 years 737,956 233,260
Over 5 yea 300,28( 663,21¢

The Group leases out premises under the termseshtipg lease. No non-cancellable lease contrasts h
been concluded. In 2008 operating lease income ateduo 10,884 (2007: 2,180) thousand kroons.

Operating lease rentals receivable in subsequeittdse

In thousands of Estonian kroons 200¢ 2007
Less than 1 year 9,762 5,363
Between 1 and 5 years 22,458 19,311
Over 5 yea 2,15( 50,06
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Lease  Software and Pre-
In thousands of Estonian kroons Goodwill  contracts licences payments Total
Carrying amount at 31 December 2006 124,486 0 17,720 0 421206
Cost at 31 December 2006 154,390 0 28,096 0 182,486
Additions 0 0 8,743 0 8,743
Acquisitions through business combinations 510,161 32,009 18,114 0 560,284
Disposals -659 0 -497 0 -1,156
Effect of movements in exchange rates -9,284 0 -396 0 -9,680
Cost at 31 December 2007 654,608 32,009 54,060 0 740,67
Impairment of goodwill at 31 December 2007 -26,141 0 0 0 -26,14.
Accumulated amortisation at 31 December 2006 -3,764 0 -10,423 0 -14,187
Amortisation charge for the year 0 -2,752 -7,447 0 -10,199
Disposals 0 0 40 0 40
Effect of movements in exchange rates 0 0 188 0 188
Accumulated amortisation at 31 December 2007 -3,764 2952 -17,642 0 -24,158
Carrying amount at 31 December 2007 624,703 29,257 368 0 690,379
Additions 0 0 3,390 594 3,984
Reclassification 0 0 66 -66 0
Reclassification between tangible and intangibtets 0 0 -2,838 0 -2,838
Disposals -1,873 0 -32 - -1,912
Effect of movements in exchange rates -63,343 0 -5,099 0] -68,442
Cost at 31 December 2008 563,251 32,009 49,547 521  645,32¢
Impairment of goodwill at 31 December 2008 -98,365 0 0 0 -98,36¢
Amortisation charge for the year 0 -4,118 -13,186 0 -17,304
Reclassification between tangible and intangibets 0 0 121 0 121
Disposals 0 0 28 0 28
Effect of movements in exchange rates 0 0 2,809 0 2,809
Accumulated amortisation at 31 December 2008 -3,764 6,870 -27,870 0 -38,504
Carrying amount at 31 December 2008 461,122 25,139 a17 521 508,459

In 2008, impairment of goodwill in total amount 88,365 (2007:0) thousand kroons was recognised,
goodwill decreased by 954 (2007: 0) thousand krdonsonnection with the commencement of the
liquidation of the subsidiaries Jokker-Pokker Ol @basinova OU and by 919 thousand kroons in
connection with the decrease in purchase prichetldorado companies. In 2007, goodwill decreased
by 659 thousand kroons in connection with the deitgation of the final purchase price of the Baltic

Gaming companies.

Management tested goodwill for impairment as oC@&tember 2008. The cash-generating units to which
goodwill has been allocated include Olympic Cadiesti AS, Olympic Casino Latvia SIA, Kesklinna
Hotelli OU, Eldorado Leisure Company, Alea Priva&empany, Ukraine Leisure Company, Casino-
Polonia Wroclaw Sp. Z.0.0. and Olympic Casino BuekaS.R.L. The Group regards legal persons as

cash-generating units.

At the end of the reporting period, goodwill brak@wn between legal persons as follows:

In thousands of Estonian kroons, at 31 December 2008 2007
Olympic Casino Eesti AS (Kristiine Kasiino AS) 20248 203,838
Olympic Casino Latvia SIA (Baltic Gaming AS) 113,144 115,085
Casino Polonia Wroclaw Sp. Z.0.0. 113,082 124,630
Olympic Casino Bucharest s.r.1. 0 53,812
Kesklinna Hotelli OU 11 11
Eldorado Leisure Company 11,520 43,801
Ukraine Leisure Company 20,481 80,599
Alea Private Company 0 2,928
Total 461,122 624,703
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The recoverable amount of the cash-generating anidsgoodwill was identified by reference to thésin
value in use. Value in use was determined usirtgildd pre-tax operating cash flow estimates foe fi
years. The following key assumptions were applied:

- Cash flows for 2009-2013 were projected based erbthigets and business plan prepared by the
management board according to which in the forepasbd revenue will change at the rate of
-1% to +350% and expenses will change at the fatE286 to +70% per year.

- Free cash flow was discounted by applying a distoate estimated based on the weighted
average cost of capital, which was projected toabd4.3% to 28.1% per year based on the
industry indicators of the regions involved.

- Terminal value was projected by applying a 3% lterga perpetuity growth rate.

- The values assigned to the key assumptions refres@magement’s historical experience and
assessment of future growth rates in the regiormad.

The tests performed indicated that the recoverabb@unts of goodwill items do not exceed their
carrying amounts in subsidiaries of Ukrainian angim@nian region. Therefore, impairment loss in

amount of 52,797 (2007: 0) thousand kroons in Wiaa region and in amount of 45,386 (2007: 0)
thousand kroons in Romanian region was recognised.

Note 14. Interest-bearing loans and borrowings

Finance lease liabilities

In thousands of Estonian kroons, at 31 December 2008 2007
Finance lease liabilities at beginning of year 22,857 193
Addition 0 24,959
Principal payments made -3,476 -2,295
Effect of movements in exchange rates -330 0
Finance lease liabilities at end of year 19,051 22,857
Current portion 4,569 4,682
Non-current portion (payable within 3 years) 48P 18,175
Finance charge for the yi 93: 58¢
Average interest ra 4.8% 6.5%

The base currency of all finance lease liabiliteethe euro.

Bank loans

In thousands of Estonian kroons, at 31 December 2008 2007

Loan liabilities at beginning of year 0 0

Addition 493,412 0

Repayments made -234,699 0

Loan liabilities at end of year 258,713 0
Non-current portion (payable in up to 5 years) 78,233 0
Non-current portion (payable in up to 5 years) 180,480

Interest expense of the year 6,495 0

Average interest ra 6 months' EURIBOR + 3.75%

The loan shall be guaranteed by a pledge to bélessted in favour of AS Hansapank in the form of
financial collateral on OEG’s subsidiaries shareBstonia, Latvia, Lithuania, Poland and Ukraind an
the form of guarantee from OEG subsidiaries in BedlaRomania and Slovakia.

At 31 December 2008 the available amount of facititbe utilised in 2009 was 132,452 thousand ksoon
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Other loans and borrowings

In thousands of Estonian kroons, at 31 December 2008 2007
Other non-current loans and borrowings 6 6,612
Total 6 6,612

Total interest-bearing loans and borrowing:

In thousands of Estonian kroons, at 31 December 2008 2007
Current portion 82,802 4,682
Non-current portion 194,968 24,787
Total 277,770 29,469

Note 15. Tax liabilities

In thousands of Estonian kroons, at 31 December 2008 2007
Gaming tax 25,628 23,004
Value added tax 16,517 14,294
Personal income tax 10,395 11,782
Social tax 18,415 18,935
Excise duty 13,743 0
Income tax on gifts and fringe benefits 1,128 1,395
Other tax liabilities 1,330 1,460
Total 87,156 70,870

a7



Effective tax rates in 2008

Olympic Entertainment Group AS
Annual report 2008

Tax Estonia Latvia Lithuania Belarus Ukraine Poland Romania Slovakia
Gaming tax (per month)
Rate per game table EEK 20,000 LVL 800/ LTL 4,000/ Up to 10 tables EL UAH 12,000, 45% of ne 1000 USD 27% of ne
EUR 1,27¢ EUR 1,14( EUR 1,15¢ 3,500, over 10 table EUR 1,80¢ income income
EUR 4,00(
EEK 20,000 LVL 800/ LTL 4,000/ UAH 16,000, 29% of ne
Rate for roulette EUR 1,27¢ EUR 1,14( EUR 1,15¢ EUR 2,411 5% income
EEK 7,000 LVL 140/ LTL 600 / BYR 259,300 UAH 350/ 45% of ne SKK 45,000
Rate per slot machine EUR 447 EUR 200 EUR 174 EUR 10C EUR 53 income 10% EUR 1,341
Value added tax 18% 18% 18% 18% 20% 22% 19% 19%
Personal income tax 21% 25% 24% 9%-30% 15%+30% 19%-40% 33% 19%
Funded pension contributions 2% - - - - - - 14%
Social tax 33% 24.09% + 9% 34% 35% + 1% 2%+33.2% 22.7% 28.55% 35%
Social security contributions - - - - 1%+1.5% - - -
Unemployment insurance LVL 0.25/
contributions * 0.6%+0.3% EUR 0.3¢ 0.2% - 0.5%+1.3% - - 1%+0.25%
per employee
Accident insurance - - - 0.2% 0.76% - - -
Corporate income tax 21% 15% 15% 24% 25% 19% 16% 19%

* Cover tax in Lithuania
Business venture tax in Latvia
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Note 16. Accrued expenses

In thousands of Estonian kroons, at 31 December 2008 2007
Payables to employees, including 69,189 66,654

Salaries payable 32,142 30,456

Vacation pay liabilities 37,047 36,198
Dividends payable 1,731 2,182
Interest payable 495 0
Other accrued payables 2,464 4,826
Total 73,879 73,662

Note 17. Provisions

In thousands of Estonian kroons 2008 2007
Provisions for winnings

At beginning of the year 9,610 8,528
Provisions made during the year 55,285 81,182
Provisions used during the year -56,207 -80,100
Provisions for winnings at end of the year 8,689 9,610
Provision for expenses

At beginning of the year 5,687 7,685
Provisions made during the year 4,108 7,416
Provisions used during the year -5,687 -9,413
Provision for expenses at end of the year 4,108 5,687
Total provisions 12,797 15,297

Provisions for winnings include the amounts caltedaby electronic jackpot systems. Winnings readise
random at intervals established by the system.

The provision for expenses is created for expenslased to terminating the premises rental agre¢men
Viiking Kasiino in Tallinn.

Note 18. Equity

Share capital

OEG's share capital amounts to 1,510,000 thousesmhk. The par value of a share is 10 kroons. Each
ordinary share entitles the holder to a dividersddeclared from time to time, and carries one abigeneral
meetings of the Company. In 2008 the number of GEBares and amount of share capital did not change
All shares which have been issued have been paid fo

Number of shares at 31 December 2006 75,400,000
Shares issued in 2007 75,600,000
Number of shares at 31 December 2007 151,000,000
Shares issued in 2008 0
Number of shares at 31 December 2008 151,000,000
Dividends

On 20 May 2008, the annual general meeting dedidetistribute a dividend of 0.5 kroons per share, i
75,500 thousand kroons in aggregate. The dividewade paid out in June 2008.

In 2007, the Company distributed dividends of 180,8housand kroons. Dividends were distributed from

the profits earned by non-resident subsidiariescivldire subject to corporate income tax. Thereftre,
distributions did not give rise to any tax consews in Estonia in either year.
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Shares held by the members of the supervisory andanagement boards and their close family
members at 31 December 2008

Armin Karu 2,900 0.0019%
Andri Avila 3,958 0.0026%
Mart Relve 1,450 0.0010%
Jaan Korpusov 36,900 0.0244%
Kaia Karu 2,900 0.0019%
Karl Anders Galfvensj 14,30( 0.0095%

At 31 December 2008, close family members of Arianu held 5,400 shares.

Shareholders whose ownership interest exceeded 1%31 December 2008

Name Number of shares Ownership interest
OU HansaAssets (shareholder Armin Karu) 82,114,990 .388%

OU Hendaya Invest (shareholder Jaan Korpusov) 340384 22.8708%
Nordea Bank Finland Plc 4,586,700 3.0375%
Central Securities Depository of Lithuania 4,407,721 2.9190%
ING Luxembourg S.A. 1,883,912 1.2476%
Firebird Avrora Fund Ltd. 1,800,100 1.1921%
State Street Bank and Trust 1,591,746 1.0541%

Statutory capital reserve

The statutory capital reserve is established irm@ance with the requirements of the CommercialeCod
According to the Articles of Association, the capiteserve has to amount to at least one tentthafes
capital. Each year, at least one twentieth of nefitpfor the period has to be transferred to tlpital
reserve. When the capital reserve reaches the $peeified in the Articles of Association, transfevill be
terminated. Subject to a decision by the generaltimg, the capital reserve may be used for covddages

if the latter cannot be covered with unrestrictegdi®y or for increasing share capital. The capiederve
may not be used for making distributions to shaldgrs.

Translation reserve
The translation reserve comprises all foreign emgbhadifferences arising from the translation of the
financial statements of the Group’s foreign sulzsids.

Capital requirements

The Estonian gaming legislation imposes the rdgirichat the share capital of a gaming servicesiger
has to amount to at least 2 million kroons. In iatthe share capital of a gaming services provider to
amount to at least 1 million lats (22,451 thousa&mdons). In Slovakia, the minimum share capital
requirement for a gaming services provider is 50,B®usand Slovak korunas (23,282 thousand kroéms).
Lithuania, a gaming services provider has to inirestithuanian government bonds based on the number
game tables and slot machines operated. In Beltresshare capital of a gaming services providertha
amount to 20,000 US dollars (213 thousand kroons).

Note 19. Segment reporting

At 31 December 2008, the Group was operating irEtftenian, Latvian, Lithuanian, Ukrainian, Belagusi
Romanian, Polish, and Slovak markets. The risksrangrds of each market differ significantly frohose
of others and each market represents a sufficidatlye proportion of the Group’s operations to foam
separate segment. Assets are allocated to segh@ssd on the geographical location of the custamers

At 31 December 2008, the Group was engaged in ttnégion of gaming services and other services (bar
and related services and, in Estonia, hotel sesyic€he risks and rewards of either business differ
significantly and both represent a sufficientlygarmproportion of the Group’s operations to formepaate
segment.

The Group’s primary segment reporting format isggaphical segments which are based on the custbmers
geographical location. The secondary reporting &rim business segments which are based on business
activities performed.

According to the Group’s management, inter-segmeéning is determined on an arm’s length basis.
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In thousands of Estonian kroons Estonia Latvia Lithuania Ukraine Belarus Poland Romania Sloavkia Eliminations Consolidated

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 8 200 2007 2008 2007 2008 2007 2008 2007
External sales revenue 736,304 861,234 653,519 689,793 414,037 449,231 334,974 7,62B 34,180 12,125 546,042 270,261 37,761 17,028 32,428 0 0 0 2,789,245 2,487,299
Other external income 5,520 4,743 1,534 2,965 1,355 21,249 3,266 12 184 492 2,930 8 57 1,580 86 460 0 0 0 16,828 30,125
Inter-segment revenue and income 13,080 13,285 2,880 2,670 169 220 0 0 0 0 0 0 0 0 0 0 -16,129 -96,17 0 0
Total revenue 754,904 879,262 657,933 695,428 415,561 470,700 338,240 7,638 34,363 12,617 548,972 270,839 39,341 17,114 32,888 0 16,129 -16,175 2,806,073 2,517,424
External expenses -682,777 -653,476  -625,531 -588,650 -393,777 -331,860 6,647 -167,136 -51,298 -36,285 -598,064 -267,720 -174,19910,047 -57,744 -757 0 0 -3,000,067  -2,085,931
Inter-segment expenses -560 -302 -4,438 -3,394 -1,609 -3,130 -3,667 -1,903 -488 4-67 -3,595 -3,392 -4,464 -3,372 -702 -2 19,522 16,169 0 0
Total expenses -683,337 -653,778  -629,968 -592,044 -395,386 -334,990 0,42 -169,039 -51,786  -36,959 -601,659 -271,112 -178,66313,419 -58,446 -759 19,522 16,169 -3,000,067 -2,085,931
Operating profit 72,719 225,484 27,965 103,384 20,175 135,710 -82,104 08,60 -17,423  -24,342 -52,687 -273 -139,322  -26,305 -25,558 9-75 2,241 -6 -193,994 431,493
Net financial items -262,412 -7,091
Income tax expense 1,792 -43,752
Net profit for the period -454,614 380,651
Segment assets 2,255,947 1,865,636 496,148 620,484 304,719 359,194  232,9 398,006 68,445 76,693 363,230 320,384 147,037 116,464 9,234 30,982 -1,667,411  -1,092,153 2,360,321 2,695,690
Unallocated assets 43,254 8,236
Total assets 2,403,575 2,703,926
Segment liabilities 50,345 72,150 183,410 298,812 197,471 166,745 501,670 8364, 133,077 116,689 422,170 272,378 360,647 150,102 199,718,613 -1,689,745  -1,103,400 268,759 336,940
Unallocated liabilities 290,432 31,897
Total liabilities 559,191 368,837
Acquisition of property,plant and
equipment and intangible assets 62,637 438,705 53,322 193,405 40,285 72,519 161,456 299,77 3,609 67,903 179,350 207,141 121,372 108,934 67,355 393 0 0 689,386 1,388,779
Acquisition of investment property 0 0 0 0 5,438 0 0 0 0 0 0 0 0 0 0 0 0 0 5,438 0
Total capital expenditures 694,824 1,388,779
Depreciation and amortisation included in
operating profit 88,493 71,126 109,587 84,639 46,431 45,339 60,646 29,776 3224 9,762 45,319 10,515 15,672 933 5,356 4 5,948 4,710 B91,7 256,804
Impairment losses included in operating
profit 12,279 350 17,504 0 27,428 0 58,065 0 0 0 0 0 78,739 0 0 0 0 0 194,01 350
Total depreciation, amortisation and
impairment losses 100,772 71,476 127,091 84,639 73,859 45,339 118,711 29,776 14,322 9,762 45,319 10,515 94,411 933 5,356 4 5,948 4,710 , 7885 257,154
Gains on changes in fair value of
investment proper -398 1,128 0 0 -12,634 20,327 0 0 0 0 0 0 0 0 0 0 0 0 -13,032 21,455
Losses on disposal of propery, plant and
equipment -6,571 -5,630 -6,449 -2,216 118 -992 -256 0 -9 0 -5,151 0 2,61 0 0 0 0 0 -19,930 -8,838
Total other significant non-cash income
and expenses -6,969 -4,502 -6,449 -2,216 -12,516 19,335 -256 0 -9 0 -5,151 0 -1,612 0 0 0 0 0 -32,962 12,617
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In thousands of Estonian kroons Sales revenue Assets Capital expenditures
2008 2007 31 Dec 2008 31 Dec 2007 2007 2007

Gaming services 2,693,562 2,364,798 2,279,591 2,050,099 691,856 1,079,790
Other services 179,381 230,412 1,970,102 1,415,777 5,36523,277
Eliminations -83,698 -107,912 -1,889,372 -767,587 -2,397185,712
Unallocated assets 0 0 43,254 5,637 0 0
Total 2,789,245 2,487,298 2,403,575 2,703,926 694,824 1,388,77
Note 20. Sales revenue

In thousands of Estonian kroons 2008 2007
Gaming revenue 2,634,073 2,319,723
Hotel service revenue 25,741 35,715
Bar service revenue 103,334 93,797
Other revenue 26,097 38,063
Total 2,789,245 2,487,298
Note 21. Other income

In thousands of Estonian kroons 2008 2007
Gains on currency exchange services 6,254 4,290
Change in the fair value of investment property 1,448 21,455
Gains on sale of property, plant and equipment 812 398
Miscellaneous income 8,314 3,982
Total 16,828 30,125
Note 22. Expenses

In thousands of Estonian kroons 2008 2007
Cost of materials, goods and services us

Direct catering, accommodation and bar service esge -65,472 -59,162
Other services -171 -1,127
Total cost of materials, goods and services used ;683 -60,289
Other operating expense

Gaming tax and operating licences -483,385 -330,007
Marketing expenses -246,536 -233,813
Rental expenses -313,839 -170,977
Maintenance expenses (equipment and premises) am7,6 -145,927
IT expenses -26,474 -18,407
Other expenses -194,863 -203,888
Total other operating expenses -1,452,765 -1,103,019
Personnel expenst

Salaries -643,487 -509,694
Social charges -210,347 -142,218
Total personnel expenses -853,834 -651,912
Total -2,372,242 -1,815,220
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Note 23. Other expenses

In thousands of Estonian kroons 2008 2007
Losses on disposal of property, plant and equipment -20,742 -8,838
Foreign exchange losses on settlements with supplie -4,200 -3,054
Impairment losses on receivables -300 -127
Miscellaneous expenses -16,794 -1,889
Total -42,036 -13,908

Note 24. Income tax expense

In thousands of Estonian kroons 2008 2007
Profit from operations -456,406 424,403
Current tax expense based on the tax rate appditatthe parent company
(0%) 0 0
Effect of tax rates in foreign jurisdictions
Lithuania -7,862 -23,465
Latvia -9,744 -13,591
Ukraine -643 -969
Romania -587 0
Adjustments from origination and reversal of tengggrdifferences 20,628 -5,727
Income tax expense in the income statement 1,792 -43,752

Note 25. Financial income and expenses

In thousands of Estonian kroons 2008 2007
Interest income on term deposits 6,431 13,341
Interest income on overnight deposits 4,067 11,533
Other interest income 704 2,917
Financial income and expense on investments ircetss 0 11

Interest expense -10,601 -604
Foreign exchange profit/loss (net) -263,206 -34,289
Other financial income and expenses 193 -34,289
Total -262,412 -7,091

Foreign exchange profit/loss (net) is related tovements in exchange rates of Ukrainian grivna, mBekian
rouble, Polish zloty and Romanian leu toEuro. Bdhancounted foreign exchange rate losses were@rwap
loan agreements.
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Note 26. Earnings per share

2008 2007
Net profit attributable to equity holders of thega (in thousands of kroons) -459,227 366,295
Weighted average number of shares outstandingpdinsands) 151,000 150,917
Basic earnings per share (in kroons) -3.04 2.43
Net profit attributable to equity holders of thergrat (in thousands of kroons) -459,227 366,295
Weighted average number of shares outstandingidinsands) 151,000 150,917
Dilutive effect of share options (in thousands) 0 166
Diluted earnings per share (in kroons) -3.04 2.42
Contractual price of a share option (in kroons) 34.46 40.15
Fair value of a share option (weighted averag&raons) 7.44 7.24
Total exercise price of a share option (in kroons) 41.89 47.39
Average market price of a share in 2007 (in krgons 31.41 82.07
Exercisable share options (in thousands) 599 392
Dilutive effect of share options (in thousands) 0 166

Basic earnings per share have been calculatedvildirdj the net profit attributable to equity holdesf the
parent of -459,277 (2007: 366,295) thousand krdmnghe weighted average number of ordinary shares

outstanding during the period, i.e., by 151,000,@D7: 150,916,667).

Diluted earnings per share have been calculatecbhgidering the effect of share options grantedeuie
employee share option programme, which were exalgsat the end of the reporting period. The eftdct
series 2009 and 2010 share options cannot be éstinh@cause their exercise price depends on theefut

market price of the share.
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Note 27. Share-based payments

In 2007, the management and supervisory board menidfeOlympic Entertainment Group AS and the
Group’s key personnel were granted share options.

Based on their vesting periods, the options haem lokvided into three portions — series 2008, 2809 2010
which allow acquiring a maximum of 3,770,000 shairesOlympic Entertainment Group AS. The exact
number of the shares which may be subscribed bgaadbmember or employee depends on an effective
employment relationship and the achievement offitmencial targets of the Group and the department o
business line the board member or employee is nsdge for or involved in. The exercise price o theries
2008 options is the IPO price of the share plus 16% series 2009 and 2010, the exercise pricéds t
weighted average trading price of the share o #iénn Stock Exchange during the periods 1 Jan@dags —

31 December 2008 and 1 January 2009 — 31 Decerfib8rr2spectively plus 10%.

The share options granted to board members anétethgpersonnel are accounted for as consideration fo
services rendered to the Group. The fair value esfises rendered is measured at the fair valuehef t
instruments granted at grant date. The fair valuth® share options is determined using the Blacthefs

option pricing model.

Management and supervisory board members Key personnel
Fair value of an option (weighted average privekrisons) 5.78 7.99
Share price (weighted average, in kroons) 74.21 82.32
Exercise price (weighted average, in kroons) 69.15 74.92
Expected volatility 20% 20%
Expected dividends 1% 1%
Interest rate 6% 6%
In thousands of Estonian kroons 2008 2007
Total expense recognised in personnel expenses 2,659 7,032
Maximum number Contractual life
Series Grant date of options Vesting conditions of options
Effective employment relationship, achievementaif s
2008 January 2007 1089 928 financial and business targets 4 years
Effective employment relationship, achievementaif s
2009 January 2008 1340036 financial and business targets 3 years
Effective employment relationship, achievementatf s
2010 January 2009 1340036 financial and business targets 2 years
Exercisable share options (in thousands) 2008 2007
Share options outstanding at beginning of year 392 0
Share options granted during the year 1,340 1,090
Effect of non-satisfaction of vesting conditions -741 -698
Share options non-exercised -392 0
Exercisable share options at end of year 599 392
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Note 28. Transactions with related parties

For the purposes of these consolidated financétstents, related parties include:

a. shareholders with significant influence

b. members of the executive and higher management;

C. close family members of and companies relatébde@bove; and
d. associated companies.

In the preparation of the consolidated financiatesnents, all intra-group receivables and liabgitand all intra-
group revenues, expenses and unrealised gain@ssekIwere eliminated, except where the lossekag$rom
impairment.

During the reporting period, Group entities perfethpurchase and sales transactions with relatéggan the
following volumes and year-end balances with relgtarties were the following:

In thousands of Estonian kroons 2008 2007
Related party Transaction Purchases Purchases
Mother company Lease of business premises 1,110 1,110
Compgny related to the chairman of the Purchase of goods 75 0
supervisory board board

Compgny related to a member of the Training services 198 0
supervisory board board

Total 1,383 1,110
In thousands of Estonian kroons 200¢ 2007
Related party Transaction Sales Sales
Mother company Sale of services 1 0
Total 1 0

In thousands of Estonian kroons, at 31 December 200¢ 2007
Related party Transaction Receivable Receivable
Minority shareholder in Casino Polonia ~ Sales 0 6,368
Total 0 6,368

In 2007, the remuneration of the Group’s executimé higher management including relevant sociatggsa
totalled 10,050 (2007: 8,250) thousand kroons.
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Note 29. Financial instruments

Financial assets at 31 December 2008

Held-to-maturity Loans and
In thousands of Estonian kroons investments receivables Total
Cash and cash equivalents 0 315,919 315,919
Long-term financial investments 15.930 0 15,930
Trade receivables 0 6,507 6,507
Other short-term receivables 0 15271 15.271
Other long-term receivables 0 31.106 31,106
Total 15,930 368,803 384,733
Financial libalities

Financial
liabilities at fair
In thousands of Estonian kroons value Total
Loans and borrowings 277,770 277,770
Trade payables 70,101 70,101
Other liabilities 83,151 83,151
Total 431,022 431,022
Financial assets at 31 December 2007
In thousands of Estonian Held-to-maturity Loans and
kroons investments receivables Total
Cash and cash equivalents 0 501,800 501,800
Investments 18,176 0 18,176
Trade receivables 0 14,309 14,309
Other receivables 0 29,723 29,723
Total 18,176 545,833 564,008
Financial libalities
Financial

In thousands of Estonian liabilities at
kroons fair value Total
Loans and borrowings 29,470 29,470
Trade payables 125,749 125,749
Other liabilities 114,852 114,852
Total 270,071 270,071

Currency risk

The Group earns revenue in Estonian kroons, Latlagsy Lithuanian litas, Ukrainian grivhas, Beldams
roubles, Polish zloty, and Romanian leus. Moshef@roup’s expenses are incurred in the same aieerhe
purchases of goods and services which are perfoimddreign currency are mostly performed in eulro.
addition, the Group has liabilities denominatectimo to which the Estonian kroon has been peggedfiaed
exchange rate. The Group’s results are affectethéyluctuation of the Latvian lats, the Ukrainigrivha, the
Belarusian ruble, the Polish zloty and the Romarteanagainst the Estonian kroon. At present theu@moes
not consider hedging its currency risks with hedgimstruments practicable because changes in egehates
are hard to anticipate and the pricing of releviastruments is not favourable. The actual currepagition
changes in 2008 are considered to be the bestftat currency position changes in 2009.
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Exposure to currency risk
At 31 December 2008
In thousands of Estonian kroons
EEK EUR usbD BYR LVL LTL UAH PLN RON GBP Total

Cash and cash equivalents 73,090 19,798 67 2,820 78,098,128 8,211 37,563 10,154 0
Trade receivables 1,721 1,189 0 0 1,681 131 38 1,746 0 0
Other short-term receivables 274 31 0 8 530 4,923 610 453 8,440 0
Long-term financial

investments 0 0 0 0 0 15,930 0 0 0

Other long-term receivables 0 18,167 0 0] 0 0 0 0 12,939

Total 75,085 39,185 67 2,828 80,304 107,106 8,859 39,762 53, 0

Current portion of

loans and borrowings 0 -82,802 0 0 0 0 0 0] 0 0
Trade payables -8,533  -16,986 -67 0 -5679 -5506 -2,0132,856 -18,333 -129
Other current

liabilities -15,104 -8,496 0 91 -20,507 -16,658 -4993 8&F -1444 0
Non-current portion of

loans and borrowings 0 -194,968 0 0 0 0 0 0 0 0
Total -23,637 -303,252 -67 91 -26,186 -22,164 -7,006 -287 -19,777 -129
Net exposure 51,448 -264,067 0 2,737 54,118 84,942 1,853 ,0501 11,756  -129

Real positive change in

currency position, % - - -4% -2% -2% - -33% -14% -11%  -24%

Real negative change in

currency position, % - - 4% 2% 2% - 33% 14% 11% 24%

Effect on profit(loss) and

equity - - 0 -55  -1,082 - 611  -1547  -1,293 31 -4558
Effect on profit(loss) and

equity - - 0 55 1,082 - 611 1,547 1,293 -31 4,558
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Exposure to currency risk
At 31 December 2007
In thousands of Estonian kroons
EEK EUR USD BYR LVL LTL UAH PLN RON SKK  Total

Cash and cash equivalents 229,573 8,860 396 2,643 67,7520,448 17,438 43,200 11,414 30,002
Trade receivables 2,705 193 0 0 4,267 2,221 161 4,160 90 512
Other financial assets 6,966 0 12,766 7,500 6,749 35,524,702 8,429 1,988 111
Total 239,244 9,053 13,162 10,143 78,768 128,193 42,301 78%b, 13,492 30,625

Current portion of

loans and borrowings 0 -4,682 0 0 0 0] 0 0 0 0
Trade payables -19,257  -8,735 -281  -1,842 -36,281 227,201 -11,311  -11,217 -172
Other current

liabilities -64,277 -17,539 0 -995 -52,780  -19,768 -10,1728,453 -7,030 0
Non-current portion of

loans and borrowings 0 -18,175 -6,612 0 0 0 0 0 0 0
Total -83,534 -49,131 -6,893 -2,837 -89,061 -22,044 -4837-39,764 -18,247 -172
Net exposure 155,710 -40,078 6,269 7,306 -10,293 106,142,077 16,025 -4,755 30,453

Real positive change in

currency position, % - - -15%  -15% -3% - -15% 9%  -12% -5%
Real negative change in

currency position, % - - 15% 15% 3% - 15% 9% 12% 5%

Effect on profit(loss) and

equity - - -940  -1,096 309 - 312 -1,442 571 -1,523 -3,810
Effect on profit(loss) and

equity - - 940 1,096 -309 - -312 1,442 571 1523 3,810
Credit risk

Credit risk is the risk that a business partnel fail to discharge an obligation and will cause tBroup to incur
a financial loss. According to management’s asseasithe Group does not have any major credit hgkause
the majority of settlements are performed immedjatéher in cash or using debt or credit cards.

In thousands of Estonian kroons

At 31 December 2008 2007
Cash and cash equivalents 315,919 501,800
Debt securities 15,930 18,176
Trade receivables 6,507 14,309
Other short-term receivables 5,271 12,099
Other long-term receivables 31,106 15,530

Interest rate risk

The Group has a facility for financial activities well as financial lease for equipment to a sragiént, which
poses an interest risk. The interest rate of th#itfais the 6 month EURIBOR +3.75%. The Groupsposits
(excluding overnight deposits) have fixed intemedes. When a deposit matures, a new interestgatgreed
with the bank. Changes in the interest rates obsi¢paffect the Group’s investment yields.

The Group’s exposure to interest rate risk:

In thousands of Estonian kroons, at 31 December 2008 2007
Interest-bearing receivables 34,038 18,176
Interest-bearing liabilities -277,770 -22,857
Net exposure -243,732 -4,681
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Fair value

According to the assessment of the Group’s managentiee carrying amounts of the Group’s assets and
liabilities do not differ significantly from theifair values. The fair values of assets and lidbgithave been
determined using discounted cash flow analysis.

Liquidity risk

Liquidity risk is the risk that the Group will enaoter difficulty in meeting obligations associateith financial
liabilities.

The Group’s working capital is positive. At 31 Dedser 2008 working capital stood at 105,341 thodsan
kroons and at 31 December 2007 at 292,737 thoukayahs. The decrease in working capital resultsnfro
expansion of operations and an increase in invagsne

The following are the contractual maturities of Geup’s financial liabilities:

Financial liabilities

In thousands of Estonian kroons, at 31 December 2008 2007
Up to 1 year 236,054 297,873
Over 1 year 194,968 43,067
Total 431,022 340,940

The Group’s management manages the Group’s cagitaiture in accordance with changes in the ecomomi
environment and the risks related to the assetsndiatain or adjust the capital structure, the @rmay adjust
the dividends payable to shareholders, resell sh&@gue new shares, or sell assets in order toliak#ities.

Note 30. Accounting estimates and judgements

The preparation of financial statements in conftyrmith IFRSs requires management to make judgesnent
estimates and assumptions that affect the apgitati accounting policies and reported amounts.

The estimates and underlying assumptions are rediem an ongoing basis. The estimates and assuratie
based on historical experience and various othetoffs, including projections of future events, whiare
believed to be reasonable under the circumstances.

Property, plant and equipment and other intangibleassets
Management determines the useful lives of propetant and equipment and other intangible asseth@basis
of historical experience and assessment of futereds and prospects.

Goodwill
The assumptions used in measuring goodwill andsasggits recoverability are explained in note 1.

Contingent liabilities
In assessing the probability that a contingentilitgtwill result in a present obligation, managemheelies on its
best judgement, historical experience, generaldrackd information and indications of possible fatevents.

Note 31. Subsequent events

In first four months of year 2009, the Group closélditional 24 casinos with negative cash flow dadreased
the number of employees by 356 job titles, or 9f6E&tonia 11 casinos, in Latvia 6 casinos, in lathia 2
casinos, in Ukraine 2 casinos and in Romania dhoasivere closed. Due to significant changes invtiiemes
of gaming markets, it is not possible to assessatfieal influence of closing casinos to the revenokthe
Group. The expected decline in cost basis reladeddsing of casinos in 2009 is expected to to&8,%29
thousand kroons.
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Note 32. Parent company’s unconsolidated primary fiancial statements

Pursuant to the Accounting Act of the Republic stdhia, the unconsolidated primary financial staets of
the consolidating entity (parent company) have #odisclosed in the notes to the consolidated filwnc
statements. In preparing the primary financialestants of the parent company, the same accountiligjgs
have been applied as in preparing the consolidatadcial statements.

In the parent company’s unconsolidated financiateshents, investments in subsidiaries are accouoteds
financial assets at fair value through profit agdoThe fair value of investments in subsidiargegétermined
using the discounted cash flow method excludingeffect of potential business combinations.

Unconsolidated balance sheet of Olympic Entertainnmé Group AS

As at 31 December

ASSETS

In thousands of Estonian kroons 2008 2007

Current assets

Cash and cash equivalents 29,523 24,439
Receivables from group companies 162,297 76,392
Other receivables and prepayments 1,490 7,045

Total current assets 193,310 107,876
Non-current assets

Investments in subsidiaries 4,893,431 6,109,123
Long-term receivables from group companies 1,491,203 1,014,584
Investment property 5,420 5,218

Property, plant and equipment 8,677 10,732

Intangible assets 6,634 8,479

Total non-current assets 6,405,365 7,148,136
TOTAL ASSETS 6,598,675 7,256,012

LIABILITIES AND EQUITY

In thousands of Estonian kroons 2008 2007

LIABILITIES

Current liabilities

Current portion of long-term debt 78,233 0

Trade payables 355 2,016

Payables to group companies 93,766 58,352
Tax liabilities 1,537 1,709

Accrued expenses 2,644 1,833

Provisions 0 3,215

Total current liabilities 176,535 67,125
Non-current liabilities

Long-term debt 180,480 0

Non-current liabilities to group companies 703,413 422,550
Total non-current liabilities 883,893 422,550
Total liabilities 1,060,428 489,675
EQUITY

Share capital 1,510,000 1,510,000
Share premium 227,273 227,273
Statutory capital reserve 37,759 19,444
Retained earnings 3,763,215 5,009,620
Total equity 5,538,247 6,766,337
TOTAL LIABILITIES AND EQUITY 6,598,675 7,256,012
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Unconsolidated income statement of Olympic Entertaiment Group AS

In thousands of Estonian kroons 2008 2007
Revenue

Sales revenue 21,369 22,888
Other income 202 1,128
Total revenue 21,571 24,016
Expenses

Cost of materials, goods and services used -12,387 -6,036
Other operating expenses -22,373 -57,795
Personnel expenses -30,649 -23,828
Depreciation and amortisation -4,655 -4,581
Other expenses 0 -31

Total expenses -70,064 -92,271
Operating profit -48,49! -68,25¢

Financial income and expenses

Financial income and expenses on investments isidiabes -1,146,270 724,110
Interest income 82,276 51,303
Interest expense -44,318 -13,031
Foreign exchange gain (loss) 1,556 -3,814
Net financing items -1,106,756 758,568
NET PROFIT FOR THE PERIOD -1,155,249 690,313
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Unconsolidated statement of cash flows of Olympicriertainment Group AS

In thousands of Estonian kroons 2008 2007

Cash flows from operating activities

Net profit for the period -1,155,249 690,313
Adjustments for:
Depreciation and amortisation 4,655 4,581
Changes in the fair value of investment propert -202 -1,128
Gain (loss) on investments in subsidiaries 1,146,270 -724,110
Net other financial income and expenses -37,231 -34,459
Change in receivables and prepayments -42,965 -23,957
Change in payables and advances 39,965 6,837
Interest paid -6,001 -2
Net cash used in operating activities -50,75¢ -81,92¢

Cash flows from investing activities

Acquisition of property, plant and equipment anngible assets -755 -392

Acquisition of other investments 0 -287,908
Proceeds from sale of investments 0 100,381
Acquisition of subsidiaries -5,104 -56,991
Loans granted -581,748 -744,822
Repayment of loans granted 105,591 43,520
Interest received 1,008 12,491
Dividends received 75,677 151,182
Net cash used in investing activities -405,33: -782,53¢

Cash flows from financing activities

Proceeds from issue of share capital 0 2,000
Proceeds from loans received 790,544 250,400
Repayment of loans received -254,652 0
Dividends paid -75,500 -150,800
Net cash from financing activities 460,39: 101,60(
NET CASH FLOW 4,302 -762,86:
Decrease / increase in cash and cash equivalents 4,30z -762,86:
Cash and cash equivalents at beginning of period 24,439 788,129
Effect of exchange rate fluctuations 781 -826
Cash and cash equivalents at end of period 29,523 24,439
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Unconsolidated statement of changes in equity of @hpic Entertainment Group AS

Share Statuton Retainec

In thousands of Estonian kroons Share capital premium capital reserve earnings Total
Adjusted unconsolidated equity at 31 December 2006 2,065,320
Net profit for the period 0 0 0 690,313 690,313
Transfer to capital reserve 19,440 -19,440
Issue of ordinary shares 756,000  -741,527 0 0 14,473
Share options 0 0 0 7,031 7,031
Dividend distribution 0 0 0 -150,800 -150,800
At 31 December 2007 1,510,000 227,273 19,444 5,009,620 6,766,337
Interests in companies under control or signifigafitence:

Carrying amount under the fair value method -6,109,123

Carrying amount under the equity method 1,624,367
Adjusted unconsolidated equity at 31 December 2007 2,281,581
Net profit for the period 0 0 0 -1,155,249  -1,155,249
Transfer to capital reserve 0 0 18,315 -18,315 0
Share options 0 0 0 2,659 2,659
Dividend distribution 0 0 0 -75,500 -75,500
At 31 December 2008 1,510,000 227,273 37,759 3,763,215 5,538,247
Interests in companies under control or signifigafitence:

Carrying amount under the fair value method -4,893,431

Carrying amount under the equity method 1,105,064
Adjusted unconsolidated equity at 31 December 2008 1,749,880
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The management board has prepared the directgsttrealledManagement’s discussion and analygise
consolidated financial statements and the profication proposal of Olympic Entertainment Group &8
2008.

22 April 2009

Andri Avila
Member of the Management Board

The supervisory board has reviewed the annual tgpepared by the management board and has appitsved
presentation to the general meeting of the shadehsl

24 April 2009

Armin Karu Jaan Korpusov Liina Linsi
Chairman of the Member of the Member of the
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Member of the Member of the Member of the
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KPMG Baltics AS Telephone +372 6 268 700
Narva mnt 5 Fax +372 6 268 777
Tallinn 10117 Internet www.kpmg.ee

Estonia

INDEPENDENT AUDITOR'S REPORT
(translation from the Estonian original)

To the shareholders of Olympic Entertainment Group AS

We have audited the accompanying consolidated financial statements of Olympic Entertainment Group AS, which comprise
the consolidated balance sheet as at 31 December 2008, and the consolidated income statement, consolidated statement of
changes in equity and consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes, as set out on pages 21 to 64.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance
with International Financial Reporting Standards as adopted by the European Union. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance 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 the auditor's 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, the auditor
considers 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 consolidated financial statements present fairly, in all material respects, the consolidated financial
position of Olympic Entertainment Group AS as of 31 December 2008, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted

by the European Union.

Tallinn, 22 April 2009

KPMG Baltics AS

(signature) (signature)

Taivo Epner Krista Rosenberg

Authorized Public Accountant Authorized Public Accountant
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Profit allocation proposal

In Estonian kroons
Retained earnings of prior periods
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Net loss for 2008
Total distributable profits at 31 December 200

427,238,440
-459,227,177

22 April 2009

Andri Avila
Member of the Management Board

-31,988,73
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List of fields of activity

Activity fields of the reporting period 2008
Advisory services (70221) 13,116
Equipment rental (77399) 8,253
Total 21,369

Planned fields of activity for 2009

Advisory services (70221)
Equipment rental (77399)
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