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Management’s discussion and analysis

OUR MISSION

Our mission is to offer our customers complete peewalue adding construction and engineering
solutions.

We add value to the company by motivating our eyg#s and providing them with clear development
opportunities and a contemporary work environment.

VISION

Our goal is to become the fastest growing constmgroup on the Nordic and Baltic stock exchartges
2013 in terms of revenue growth.

SHARED VALUES

Reliability
We keep our promises and honour our agreementact\epenly and transparently. We consistently
support and promote the best construction practiesdo not take risks at the expense of our custem

Quality

We are professional builders — we apply appropaatteffective construction techniques and tectgieto
and observe generally accepted quality standardgpnwide our customers with integrated cost effiti
solutions. We are environmentally aware and opexagéainably. We value our employees by providing
them with a modern work environment that encouragestivity and a motivation system that fosters
initiative.

Innovation

We are innovative and creative engineers. We takdmum advantage of the benefits offered by
information technology. We inspire our employeegrmw through continuous training and balancederare
opportunities.
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Message from the chairman of the council
In many respect, 2008 was a year of new beginnings.

When we began devising our strategy for the pe2i@@9-2013 in spring 2008, our primary desire was to
continue streamlining Nordecon International intoedficient and competitive organisation. The Grsup
development through the growth of the constructi@rket and acquisition of interests in chosen corigza
had prompted a need for harmonising our operatioo#) across companies and the target marketst Afte
careful deliberation we have decided that in eacbuo target markets — Estonia, Latvia, Lithuanm a
Ukraine — we are going to focus separately on wor rhain business lines — the construction of boddi
and engineering. In addition, we are going to atlgm structure of our entities with our core skatsd will
adopt the single Noredcon brand.

On the other hand, it is clear that the constracti@arket of 2009 will not be the same as it wasnduthe
years of hectic growth. The construction businsskighly cyclical and responds to a positive ecoicom
environment with an upsurge that is times largantthe underlying economic growth, as it happemed i
Estonia. When the situation reverses and econonaiwth decelerates, the response of the construction
market is accordingly more acute. Our previous eayncentration on the efficiency of our site anffice
staff, both engineers and workers, was definit@ly anshort-term tactic. It stemmed from our fundarak
understanding of the construction business — iychaal field only those companies can achieve loergn
success and international competitiveness thaistensly invest in their efficiency and productiuit

The Group’s management and employees are facingudpe task of shaping Nordecon International into a
well-integrated and efficient construction orgati@a It is a change of a scale we were probabBbbleto
imagine some years ago but which in the currenbsin is inevitable if we wish to achieve the goél
becoming the fastest growing construction groughenNordic and Baltic stock exchanges by 2013.

Toomas Luman
Chairman of the Council
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Chief Executive’s statement

Over a number of years we are forced to admitttieyear that has ended was not the best for the
construction market. Despite the economic downtNirdecon International was able to sustain growth
and increase revenue. However, the profit figueisshort of expectations and the focus shifted
increasingly on maintaining the Group’s liquidi@n the positive side, we are pleased to reportdhiat
companies continued competing successfully alsminnstable environment, winning a number of large
contracts in various segments of the constructiarket, such as the construction of the M&o overtake
berth 8 at Virtsu Harbour and an extension to thenakeskus shopping centre in Tartu. Our year-eteko
backlog, which is substantial in view of the margigtiation, gives us confidence and an opportuinity
compete successfully also in future tenders.

On signing our annual report for the precedingrfoial year, we spoke about the need for improving
efficiency and set relevant objectives. At the tithe focus was on increasing intra-Group synergies
enhancing the internal systems. The danger siginaisemerged in the financial and construction reisrin
the last months of the past year required the hshges of the Nordecon companies to focus alsotloero
performance indicators. It has been necessary ke s@me difficult choices to vigorously reduce tost
base. To date, it is clear that the cost-cuttirgsitens already made have been apt. Our managéesns
will remain alert to market developments also ia finture.

For the executive management, one of the most itaptasks of the year was to develop a new corpora
strategy for the next five years. In retrospectanepleased to admit that the timing of the preteat
started in April 2008 was excellent for criticatlgviewing all our activities with their associatgdengths
and weaknesses, opportunities and threats. Oueptérn of the need for change, which would create a
foundation for future growth and development alyetaiay, increased in line with the downturn of the
construction market. You will find a detailed deption of the new strategy on the following pagéshis
report.

Nordecon International is an organisation with egiee experience — in February 2009 we completed ou
20" year of operation. We will be meeting the challesgf the next financial year in a changed
marketplace, with a new strategy and a new naineliéve in the choices we have made, in our sthengt
and our people. Therefore, | am confident that areimplement the first stages of our new strateifyimv

a year and that we will remain a competitive in&ional construction group.

Jaano Vink
Chairman of the Board
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Change in the Group’s business name

On 26 March 2009 the extraordinary general meaifrtfe shareholders of AS Eesti Ehitus changed the
company’s business name for AS Nordecon Internakidrne purpose of the name change was to replace a
name that had been chosen to target the Estonideetweith a more international one that would urpder

the Group’s foreign expansion strategy. The adopdicthe new brand will also allow harmonising the
names of the main subsidiaries both in the hom&ehand in selected foreign markets, which will
contribute to creating a more coherent and unifionage of the Group. As an exception, the Ukrainian
Group companies will currently maintain the Euroboand.

Preparations for the name change began severa ggar Among other things, it was necessary toreecu
complete intellectual property rights to the naiftee fact that the Nordecon name was previously bged

the Group’s ultimate controlling party (AS Nordio&ractors) helped introduce it to investors ansiress

associates and the construction and real estatdapenent sectors. By March 2009, the Group hadirdxa
all relevant approvals and confirmations regardisgights to the brand and there were no restristifor

its implementation by a listed company. The Noraeloand has been registered in the Baltic countries

Ukraine and Belarus. In addition, the Group hassteged the domain name www.nordecon.com

Changes in the names of Group companies in 2009
AS Eesti Ehitus»> AS Nordecon International

AS Linnaehitus— AS Nordecon Ehitus

AS Aspi— AS Nordecon Infra

SIA Abagars— SIA Nordecon Infra

UAB Eurocon LT— UAB Nordecon Statyba

The Group has prepared this annual report underdire of Nordecon International, because at the dat
the report is authorised for issue, the new narsebkan approved by the shareholders and registeedid
relevant registers. The former business name © aise=ferred to wherever necessary for legal reaso
clarity. New business names are also used in e absignificant subsidiaries that participateth@ name
change at the end of March 2009.

The Group’s strategy and objectives for 2009-2013

During the period 2005-2008 the revenue of Norddotgrnational Group grew, on average, by 30 pat ce
per year. Within the same time, the Group’s foreigarations expanded more than three-fold. At titec#
2008 foreign markets were generating already 2@@et of the Group’s revenue. In view of the chanige
the external environment and the fact that thaokségorous growth the Group has reached the emthef
stage of development, the Group’s management hasediea new development strategy for the period
2009-2013. The parent company’s council approvechtdw strategy on 12 March 2009.

The Group’s strategic basis and strengths
The growth of the Group has outlined particulaersgiths that underpin the new development strategy:

»= An organisation / shareholders oriented towardg-tenm profitable growth

= Organisationally separate engineering and congrubusinesses

= Aflexible, horizontally integrated business modetoss the Group

= Experienced management

» Professional and loyal employees

» Relative conservatism in risk-taking

= Centralised support services in combination witbrgl business organisations

» A balanced revenue base that is equally dividedidxen buildings construction and engineering
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The Group’s objectives for 2009-2013

The Group’s development strategy for 2009-2013igegned by two primary goals — to improve the
Group’s operating efficiency at all its entitiedan sustain the Group’s internationalisation. Thiave the
goals, management has allocated the desired olgscind the activities required for achieving them
specific time periods.

In 2009-2010 the objective of Nordecon Internationds to reinforce its positions in the home market
and to prepare for dynamic growth in foreign markets during the period 2011-2013. This assumes:

» Redesigning the corporate structure and divisioopafations and activities between Group entities

» Specifying the customer focus and transforming ftbensupplier of mass offerings into a proactive
seller — adjusting the services aimed at custoemments to customer needs and circumstances

» |dentifying and taking advantage of additional sgnes in enhancing the efficiency of the
subsidiaries’ sales, performance and purchasingatpes

» Reasonably centralising the support services $o iasprove their efficiency

= Developing a uniform organisational culture anchiitg

» Preparing a sufficient real estate platform in Bst@including Tallinn) in anticipation for future
growth

= Creating partnerships for the performance of PRBIligprivate partnership) projects

= Continuing the development of operating princighest correspond to projected growth in foreign
markets, and implementing and consolidating prazseasned at increasing the contribution of
foreign markets at the parent company

» Acquiring new companies and developing existing gamies in Latvia, Lithuania and Ukraine

By 2013 Nordecon International expects to have reigkd the potential created in 2009-2010 and to be
the fastest growing construction group listed on tb Nordic & Baltic stock exchanges. The objectives
are:

= To be the market leader in Estonia in both buildiognstruction and engineering

= To earn approximately 50 per cent of the revenu@®d.3 in foreign markets

» To have separate buildings construction and engirgesubsidiaries in both Latvia and Lithuania

» To penetrate the Ukrainian engineering marketo#fgible

» To be ready to penetrate the Belarusian constmuatiarket if there are adequate arguments for this

The Group’s structure by 2013

According to the development strategy, by 2013Gheup will be represented in all its four main &irg
markets in both the buildings construction and eegiing segments. In each country, the Group \aileha
company or a subgroup involved in buildings corgdtam (hamed as Nordecon “Construction” in local
language) and another engaged in engineering (nambBldrdecon “Infra”). All companies will focus on
their assigned core business and all or the mgjofitheir shares will be held by the Group’s paks
Nordecon International. The above corporate stradtas been selected in consideration of the falgw
factors:

» The construction business is local by nature arslitceed a company needs to be locally flexible
and focused on a particular business.

» The Group’s sustainable and coordinated developmett selected markets assumes assembling
all activities that could yield synergies, sucHinancing, development, etc under single
management.
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Nordecon International

UAB Nordecon

e

Note: Light colours indicate subgroups which currenityribt yet exist but reflect the Group’s
opportunities for future growth.

Changes in the Group’s management structure and opations in 2009
Changes in the Group’s management structure

The first steps for the implementation of the Greuggw development strategy were made in the first
quarter of 2009. The management structures of the3s parent and major subsidiaries were changed a
of 5 January 2009. The purpose was to prepardéadoption of a new management model where the
parent would deal with the Group’s strategic manag# and the expertise for managing the Group’s
anchor skills would be assembled to the largessididries, which would then focus on maintaining an
increasing their market shares in their separéarlg defined lines of business.

Management board of AS Nordecon International @s f6 January 2009

Jaano Vink, Chairman of the Board
Sulev Luiga, Member of the Board, Director of Fioan
Priit Tiru, Member of the Board, Buildings Consttioa Director

In the new structure, Jaano Vink and Sulev Luigagaing to focus on improving the efficiency of Gpe
wide centralised support services. Priit Tiru Wil responsible for the strategic management and
international expansion of the buildings constauttilivision. The strategic management and intevnati
expansion of the engineering division will be tesponsibility of the director of the relevant biess line —
Margus Vaim.

Changes in the management structures of the mbhsidiaries

Erkki Suurorg and Priit Pluutus who were memberthefboard of AS Nordecon International (at thestim
AS Eesti Ehitus) in 2008 will continue working fitre Group as the chairman and a member of the lodard
AS Nordecon Infra (formerly AS Aspi ) respectivelihe former chairman of the board of AS Aspi, Margu
Vaim has stepped up as the director of the engimgelivision at AS Nordecon International.

Avo Ambur who was also a member of the board ofNgBdecon International in 2008 will continue
working for the Group as a member of the board 8fMordecon Ehitus (formerly AS Linnaehitus). Sibce
January 2009, the chairman of the board of AS Nmdé-hitus has been Priit Jaagant who was previousl
the chairman of the board of Group company OU MBpojekt. The former chairman of the board of AS
Nordecon Ehitus Priit Tiru has stepped up as a neembthe board of the Group’s parent company.
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Changes in the Group’s business structure

One of the aims of the new development strategytavageamline the corporate structure and thesidini
of responsibilities between Group entities.

In the first stage of streamlining, the respongibs of Group companies were clearly defined asxigmed.
The Group’s strategic management and the manageshérg Group’s support processes will gradually
transfer to the parent company. After that, AS Meah International will become essentially a hajdin
company that has to ensure the development of tbepdn all the markets where it operates. Dedpite
AS Nordecon International will continue participegiin major domestic and international construction
tenders, where it expects to derive its competeidge from the possibility of combining the competes
of its subsidiaries. The most important objectiwethe parent is to ensure the Group’s internationa
expansion.

The Group’s core business will be conducted bynigsn subsidiaries. For structural streamlining,¢bee
competencies have been separated into two maipgrebuildings construction and engineering. Buggne
activities have been divided between the main siidrges on the same principle. This allows assemgbli
the Group’s best expertise in companies that candraploy it for improving operating efficiency and
effectiveness.

Along with the name change across the Group@emge in the Group’s business nam&lanagement’s
discussion and analy3ishusiness activities have been divided as follows

= In Estonia, the main buildings construction operagihave been assembled in AS Nordecon Ehitus
(formerly AS Linnaehitus) that is represented inrRern Estonia (Tallinn) and Southern Estonia
(Tartu). AS Eston Ehitus will continue as a regibnstrong buildings construction company in
Western Estonia. In the near future, AS NordecoituElwill be transformed into a subgroup
uniting all of the Group’s buildings constructiondadevelopment companies in Estonia.

= Engineering and infrastructure operations in Esttgive been assembled in the AS Nordecon Infra
subgroup (formerly AS Aspi), which also includessidiaries involved in road maintenance and
the sale and maintenance of construction equiparhtmachinery.

= Mapri Projekt OU, which is one of the largest caterworks companies in Estonia, will continue
as a subsidiary of AS Nordecon Infra, providingewhnecessary, its services also to intra-Group
buildings construction and engineering companies.

= The Latvian-based SIA Nordecon Infra (formerly S\Aagars) will continue operating in its
current segments. At the end of January 2009 tbegscompleted the acquisition of a new
subsidiary SIA LCB through which the Group will enthe Latvian road construction market. As a
result of intra-Group restructuring, in 2009 the@r’s parent will become the direct majority
shareholder of SIA Nordecon Infra.

= Asregards the operations of the Lithuanian-bas&B Nordecon Statyba (formerly UAB Eurocon
LT), the Group is considering two alternatives. éwtng to one, the company will continue
operating in its selected segment (buildings coetitsn). According to another, the Group’s current
action plan will be revised in the light of changeshe external environment and, if reasonable and
justified, in 2009 the company’s operation will teenporarily suspended. A decision to suspend
operations in the short term will not change theuprs strategic objectives in the Lithuanian
construction market and will not involve the satdiguidation of the company.

= No changes have been planned for the Group’s Ukrasnconstruction companies, which will
continue operating in their current segments andtions (primarily in Kiev and Lvov). Owing to
the situation in the real estate market, the Glmagsuspended the development of its two real
estate projects in Ukraine.
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The Group’s structure in 2008

The Group’s structure at 31 December 2008, inclyidtie parent company’s direct and indirect intarest
subsidiaries and associates*:

[ As noroECoN INTERNATIONAL |

AS NORDECON AS NORDECON INFRA 0OU MAPRI PROJEKT 0U EUROCON UAB NORDECON 0U EE RESSURSID ESTCON OY AS ESTON EHITUS
EHITUS 100% 52% 64% STATYBA 100% 100% 52%
100% 70%
AS Jarva Teed 0U Kastani Kinnisvara TOV Eurocon Ukraine 0U Sepavara
. 100% 50% 100% . 50%
0U Hiiu Teed TOV MP Ukraine 0U Kalda Kodu
= 100% 95% TOV Eurocon West TOV Bukovina Dev. H 44%
100% 1 99%
0U Kaurits 0U Crislivinca
L 66% TOV EA Reng Proekt TOV Technopolis-2 H 34%
51% — 50%
- AS E-Trading
OU DSN Ehitusmas. TOV V.I. Center TOV Passage Theatre - 12%
66% 44% 1
0U Infra Ehitus TOV MP Ukraine
100% 5% —
SIANORDECON 0U Instar Property
4 INFRA 100%
56%
SIA Vides Tikli P/S BKT TOV Instar Property
100% 50% Ukraine
100%

* The chart has been adjusted to reflect the ndraage that took place in 2009 (see Changke Group’s
business namie Management’s discussion and analysis

Major changes in the Group’s structure in 2008
AS Nordecon International

In February, the Group’s parent acquired a 2.5cpat stake in OU Eurocon from a minority shareholde
In April, a 4 per cent stake in OU Eurocon was gold minority shareholder by increasing the eftity
share capital. After the transactions, the parewsership interest in OU Eurocon is 64 per cent.

AS Nordecon Infra

In May, AS Nordecon Infra acquired a 56 per ceakstin the Latvian company SIA Nordecon Infra feg t
date of the transaction SIA Abagars) from its sdilasy OU Kaurits.

In May, AS Nordecon Infra acquired an additionalpb4 cent stake in OU Kaurits that raised the Gup
ownership interest in the entity to 66 per cent.

OU Eurocon

In February, OU Eurocon acquired a 4 per cent Stak&©V Eurocon Ukraine, raising its ownership
interest in the entity to 100%. In April the shasteter structure of OU Eurocon changed as the former
minority shareholder in TOV Eurocon Ukraine wagwatkd to acquire a 4 per cent stake in OU Eurocon.

TOV Eurocon Ukraine

In April, TOV Eurocon Ukraine sold its entire 50rment interest in the Ukrainian company TOV Baltic
Development.

In June, TOV Eurocon Ukraine divested its entirgpg&fcent investment in the Ukrainian company TOV
European House.

In September, TOV Eurocon Ukraine sold 8 per céitsanterest in the Ukrainian company TOV V.I.
Center.
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In 2008 TOV Eurocon Ukraine gradually divestedlite€87 per cent of its interest in TOV Passage
Theatre.

Significant changes in the Group’s structure afterthe balance sheet date

In December 2008, the Latvian subsidiary SIA Noofelnfra signed a contract by which it acquiredba 7
per cent interest in the Latvian company SIA LCBeTitle to the shares transferred in January 2008.
Group’s indirect interest in SIA LCB is 42 per cent

In January 2009, AS Nordecon International acquiréé per cent stake in the Estonian company OU
Kalda Kodu. The remaining 44 per cent of the elgtibapital was already held by AS Eston Ehitus malw
the Group’s interest is 52 per cent. Altogethemuigh its direct and indirect ownership intereAts,
Nordecon International currently has a 79 per stake in OU Kalda Kodu.

In February 2009, OU Kaurits acquired an additi@aper cent interest in OU DSN Ehitusmasinad,
becoming the entity’s sole shareholder. After taasaction, the Group’s indirect ownership inteneU
DSN Ehitusmasinad amounts to 66 per cent.

In March 2009, AS Nordecon Ehitus acquired a 50cget stake in the Estonian property developer OU
Unigate. In accordance with the shareholder agretnthe investment is an interest in a joint vesatu
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Financial review
Margins

Nordecon International Group ended 2008 with agypsfit of 357.8 million kroons (22.9 million ewgh a
28 per cent decrease from the 499.9 million krd@4s9 million euros) earned in 2007.

Consolidated net profit for the year was 171.3iomllkkroons (10.9 million euros). Compared with #89.8
million kroons (18.5 million euros) generated irDZ0net profit decreased by 41 per cent. The declin
results largely from a decline in the profitabildf construction contracts and an increase in irctar
expense (13 million kroons or 0.9 million eurosap2007), triggered by the record dividends distell in
2008 for strong performance in prior periods. Idiidn, net profit was adversely affected by losses
investments in the Ukrainian associates where #ekening of the local currency against the eurothed
Estonian kroon gave rise to additional exchangsel®®n liabilities denominated in foreign curreacie

The key profitability ratios monitored by the Grégimanagement weakened mostly on account of adverse
changes in the operating environment. As anticihateargins were severely impacted by the rapid
economic recession and the ensuing constructidnrssamp that hit the Group’s target markets. fian
sector-specific indicator of change was the inérepsxcess of construction capacities over the raurnb
projects on offer. Low demand that was insufficifemtmeeting the business needs of all market ptaye
triggered increasing pressure for lowering thegwidlthough the gross margin slipped from 13.3geeit

in 2007 to 9.3 per cent, it remained within a ratige is strong in the context of the industry #mel current
market situation. Owing to the above developmeantdyding growth in dividend tax expense), the pdis
operating and net margin also followed a downwegdd, dropping to 5.4 per cent and 4.4 per cent
respectively (2007: 8.2 per cent and 7.7 per aespeactively).

The Group has put a lot of effort in cutting itsefil costs and despite the growth of the Group
administrative expenses have not increased signific. At period end, the ratio of administrativgpenses
to revenue was 4.7 per cent (31 December 200pet.6ent). The Group’s management believes thitein
context of the industry the figure refers to effeetcost management that is instrumental in imprgvi
operating efficiency. The Group’s management insélodmnaintain the ratio of administrative experises
revenue at a similar level also in subsequent gerio

Cash flows

Compared with the previous year, the Group’s netating cash flow more than doubled, rising froni.B4
million kroons (9.4 million euros) to 305.0 millideroons (19.5 million euros).

The Group has been actively investing in new grovgportunities. Thus in 2008 a significant portafn
cash outflows from investing activities, i.e. 21in8lion kroons (13.5 million euros), was attribbla to the
acquisition of subsidiaries and the business coatigins of prior periods (the acquisition of AS Esto
Ehitus in the last quarter of 2007). Compared 2207 when investing activities resulted in a nébiv of
10.7 million kroons (0.7 million euros), in 2008/&stment activities heightened, giving rise to &a ne
outflow of 156.6 million kroons (10.0 million eunod he period’s inflows from investing activities
comprised mainly loan settlements and proceeds thendisposal of investments in associates.

The largest one-off outflow from financing actieisiwas related to the distribution of dividendsichtat
104.1 million kroons (6.7 million euros) were twmés larger than in the previous financial yeanalRcing
activities generated a net outflow of 88.3 millikmoons (5.6 million euros). In 2007, net financmgflow
was 77.9 million kroons (5.0 million euros). The amount of loans received and repaid in 2008 was
positive at 106.0 million kroons (6.8 million euy@gainst the also positive 61.6 million kroon®(&illion
euros) the year before.

In 2008, the Group’s cash and cash equivalente@sed by 60.1 million kroons (3.8 million euros); i
2007 the corresponding rise was 80.1 million kro@n$ million euros).

At 31 December 2008, the Group’s cash and caslvaguis stood at 296.2 million kroons (18.9 million
euros) against 236.1 million kroons (15.1 milliarras) at 31 December 2007. The growth in net ojperat
cash inflow and liquid funds attests to the quadityhe Group’s trade receivables and the Groupaiial
capability in subsequent periods.
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Figure / ratio 2008 2007 2006
Weighted average number of shares 30,756,728 30,756,728  30,756,72
Earnings per share (in kroons) 4.73 8.70 5.7¢
Earnings per share (in euros) 0.30 0.56 0.37
Revenue growth 3.1% 49.9% 49.5%
Average number of employees 1,232 1,10¢ 871
Revenue per employee (in thousands of kroons) 3,140 3,402 2,87t
Revenue per employee (in thousands of euros) 201 217 184
Personnel expenses to revenue, % 12.7% 12.3% 11.0%
Administrative expenses to revenue, % 4.7% 4.6% 5.0%
EBITDA (in thousands of kroons) 281,161 370,581 236,36°
EBITDA (in thousands of euros) 17,96¢ 23684 15,107
EBITDA margin, % 7.3% 9.9% 9.4%
Gross margin, % 9.3% 13.3% 12.2%
Operating margin, % 5.4% 8.2% 8.2%
Operating margin excluding gains on asset sales, % 5.3% 7.8% 7.0%
Net margin, % 4.4% 7.7% 7.6%
Return on invested capital, % 19.1% 32.7% 33.2%
Return on assets, % 9.1% 17.1% 17.3%
Return on equity, % 20.5% 44.1% 53.6%
Equity ratio, % 36.5% 36.9% 35.8%
Gearing, % 18.2% 13.5% 14.3%
Current ratio 1.33 1.30 1.32
As at 31 December 2008 2007 2006
Order backlog (in thousands of kroons) 2,220,748 2,526,652 2,453,419
Order backlog (in thousands of euros) 141,932 161,482 156,80:

* For comparability, the weighted average numbestaires is the number of shares after the bonussss

Earnings per share (EPS) = net profit attributalite
equity holders of the parent / weighted average
number of shares outstanding

Revenue per employee = revenue / average number &t margin = net profit for the period / revenue

employees

Personnel expenses to revenue = personnel expén
revenue

Administrative expenses to revenue = administrativ
expenses / revenue

EBITDA = earnings before interest, taxes,
depreciation and amortisation

EBITDA margin = EBITDA / revenue

Gross margin = gross profit / revenue

Operating margin = operating profit / revenue

Operating margin excluding gains on asset sales 5
(operating profit - gains on sale of property, plamd
equipment - gains on sale of real estate) / revenue

Return on invested capital = (profit before tax +
seisterest expense) / the period’'s average (interest-
bearing liabilities + equity)
e Return on assets = operating profit / the period’s
average total assets
Return on equity = net profit for the period /the
period’s average total equity
Equity ratio = total equity / total equity and lidiies
Gearing = (interest-bearing liabilities — cash and
cash equivalents) / (interest bearing liabilities +
equity)
Current ratio = total current assets / total curren
liabilities
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Investment

Growth in the Group’s nhon-current assets in 2008:

EEK '00C EUR '00C
2008 2007 2008 2007
Long-term investment 91¢ 57,52¢ 11¢F 3,67¢
Investment property -17,201 109,785 -1,099 7,017
Property, plant and equipment 41,547 -1,926 2,911 123 -
Intangible asse 31,96¢ 108,18° 2,04z 6,91¢

Major movements in 2008

= Loan and interest receivables from associatesasetby 50.5 million kroons (3.2 million euros).
Investments in associates decreased through digaswohinterests by 39.3 million kroons (2.5 mitlio
euros).

= Owing to the price decrease in the real estate eharkvestment properties were written down by 11.5
million kroons (0.7 million euros). In addition,glGroup changed the designated purpose of propertie
of 5.7 million kroons (0.4 million euros).

= In the class of property, plant and equipment, tamtti comprised mainly road construction equipment.
Altogether, the Group purchased machinery and eggrip of 68.0 million kroons (4.3 million euros).

= Intangible assets increased on account of goodWiB.1 million kroons (2.1 million euros) acquired
the acquisition of subsidiaries. The Group acqugreddwill both through business combinations ard th
acquisition of minority interests.

The Group’s investment strategy does not foresgerajor changes for the next financial year.
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Market review

In 2008 the Group expanded its operations mainbaivia and Lithuania. In percentage terms, the
Ukrainian revenues remained stable. Revenue disimib across different geographical segments is a
consistently deployed strategy aimed at mitigatiregrisks arising from undue reliance on a singheket.
In addition, increasing the proportion of revenaened outside Estonia is one of the Group’s strateg
objectives.

2008 2007 2006
Estonia 80.3% 87.9% 91.4%
Ukraine 11.4% 11.6% 8.6%
Latvia 5.9% 0% 0%
Lithuania 2.4% 0.5% 0%

In 2008, the Group earned 20 per cent of its regenuiside Estonia; in 2007 the proportion was aldLth
per cent.

Estonia

2008 was the first full year when the Group wasrsity represented in all regions of the countryoth,
South, East and West Estonia. AS Eston Ehitus,iwiis acquired in the last quarter of 2007,
strengthened the Group’s presence in Western Estdhe acquisition of the largest regional consionc
company in Western Estonia was one of the maincsesuor revenue growth in the domestic market in
2008 and contributed strongly to growth in the G¥eunarket share.

During the reporting period, the Group proved iha the market and competency leader in hydraulic
construction. In addition to completing projectg atlinn and Sillamé&e ports, the Group acquired tmajor
contracts at Paldiski and Virtsu ports. The Growgolssidiary AS Nordecon Infra completed the
construction of the Vaida-Aruvalla section of Tamad, a project performed together with partnans,
won a contract for the design and constructiorhefilao overtake on the same road. In the segment of
other engineering works, the Group participatetherehabilitation of Tallinn Airport airside areghe
largest buildings construction projects were penfed in Tallinn where the Group completed the head
office of Estonian Railways and the Marienthal certt Mustamée tee 16. The 23-storey apartment
building Tigutorn (Snail Tower), which was complgie Tartu, received recognition from both builders
and architects.

Due to various reasons, the Estonian constructiarken tumbled sharply in 2008. This heightened
competition between market players and changedisiiebution of demand. The decrease in publicaect
orders affected mainly buildings (including hougingnstruction, which plummeted in constant pricgs
17 per cent year-over-year. The engineering segweitiistood the slump better thanks to public
procurement contracts and projects supported bithstructural funds. At the year-end, the Estonian
construction market was characterised by fiercepadition that was exerting downward pressure on the
construction prices.

Ukraine

The Group’s operations in Ukraine were successiuildings construction, the Group completed the
O’KEY hypermarket in Kiev and the Aeroc building tedals factory in Kiev province. In addition,
preparations were made for the Group’s own devetopirproject — the Borsipol business complex (office
buildings and a hotel) near Kiev. However, at the ef the year the project was suspended due terselv
developments in the economic climate. Another $iicamt development project — the Passage Teatralnyi
shopping centre in Lvov in Western Ukraine reactihedcompletion phase.

The Group’s development operations progressed dicgpto plan. Several property holding compani@s th
had been acquired in previous years for developmemtoses were divested (e.g. European House and
Baltik Development). In addition, to exit from désement projects, the Group gradually reduced its
interests in projects where it acted also as albuilFor example, in line with the business plah the
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completion of the project the Group reduced itsipi@ation in the company involved in the constiostof
the Passage Teatralnyi shopping centre.

In the second half of 2008, the Ukrainian bankingd inancial systems ran into difficulty. In thesfi stage,
the financing capabilities of both local and forelzganks operating in Ukraine diminished owing ttebgl
financial crisis, which drained also financing stes for the Group’s Ukrainian development projecis
forced the Group to suspend them. In the secomye sthe national currency hryvna weakened steeply
against the euro and, accordingly, against thenizstdroon.

Owing to the above, the year 2009 will be hardli@r Ukrainian construction business. The Group will
focus on maintaining its current operating volurard managing its fixed costs so as to continueabiper
profitably. The Group remains interested in thedilkian construction market, believing that a mavkig
a population of 46 million has strong prospects.

Latvia

SIA Nordecon Infra, which upon its acquisition iBQZ was the Group’s associate, continued operating
successfully in the infrastructure segment, foaysin the construction of water and sewerage Sysheiths
the performance of earthworks. In 2008 the Grogpeised its interest in the company and in May SIA
Nordecon Infra (at the date of the transaction Bbagars) became the Group’s subsidiary.

In 2008, SIA Nordecon Infra was involved in two wraijnfrastructure projects in the Latvian capitéddr—
the rehabilitation of the drinking water mains, elhnbegan in 2007, and the extension of the waigr an
sewerage networks of the Sempeteris district (iivigtres), a project of 195 million kroons (12.3limn
euros) that was acquired through a joint tender.

In December, the Group entered the Latvian roadtecoction market by purchasing SIA LCB, a road
construction company operating in and around Dapitgythe largest city in the Latgale area in Nerth
Eastern Latvia. Since its establishment in 2005 ISI8B has been one of the fastest growing road
construction companies in the area.

Despite the challenging economic situation in Latthhe Group will seek to increase the market shaire
its Latvian subsidiaries. In 2009, the main soufoegrowth will be the EU-funded infrastructureojects.
However, opportunities can also be seized in rasdtcuction where the Latvian operations will béeab
tap the Group’s expertise and extensive experigaoed in the Estonian market.

Lithuania

For the Lithuanian subsidiary UAB Nordecon Statgloamerly Eurocon LT UAB), which was established
in 2007, the past financial year was the first fderating period. As any starting-up entity, tbenpany
directed a lot of its efforts at developing the @g@ment and operating processes and mapping thetmar

In its business activity, the subsidiary focuseguorject management, a service still relativelyammon
in the Lithuanian construction market. The servivese provided mostly in the capital Vilnius. Tlaedest
project amounted to 117 million kroons (7.5 milliearos) and involved the construction of an apamtme
building.

Since the Group entered the Lithuanian market tgbéishing a new company instead of acquiring an
operating one, it has not been easy to achievetgrawe subsidiary’s performance has also been
undermined by the overall economic recession taatdaused shrinkage of the local construction marke
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Business review

The core business of Nordecon International Grewgeneral contracting and project management in
buildings construction and civil engineering. Irddibn, the Group is involved in road constructimd
maintenance, environmental engineering, concret&éswand real estate development.

Consolidated revenue for 2008 was 3,867.9 millimohks (247.2 million euros), a 3 per cent incraase
the 3,752.0 million kroons (240 million euros) geated in 2007. Year-over-year revenue growth in a
situation where all of the Group’s target marketsenexperienced adverse developments undersceres th
success of prior-period acquisitions.

(In millions) 2008 2007 2006 2005
Revenue in EEK 3,868 3,752 2,504 1,547
Revenue in EUR 247 240 160 99
Growth 3% 50% 62% 5%

The Group tries to maintain the revenues genetatets business segments (residential and noneetal
and civil engineering) in balance as this helppelise risks and provides a more solid foundatiateun
stressed circumstances when one segment experghmigsage in operating volumes. In line with the
Group’s focus and strategy, the proportion of resichl development revenue is consistently maiethiat
a relatively low level (at or below 20 per cent).

In 2008, the residential and non-residential segroentributed 2,304.5 million kroons (147.3 million
euros) and the civil engineering segment 1,421llomikroons (90.8 million euros) of the total
construction contract revenue. The correspondigréis for 2007 were 1,952.3 million kroons and 2,77
million kroons (124.8 million euros and 113.3 naiflieuros) respectively. The year-over-year decri@ase
the revenue generated by the civil engineering segmesults mostly from the timing of major
environmental and port construction projects.

In 2008, revenue distribution between the primagnsents differed somewhat from that of the previous
years. The residential and non-residential segiemérated almost two thirds of total revenue whseirea
previous periods the contributions of the main segisiwere more even. The change results from the
timing (launch and completion) of major contraatsl éhe distribution of the order backlog at theibeimg
of the year when the proportion of the residergtial non-residential segment was significantly lafgee
Order backlog and major construction contracts gidrin 2008n Management’s discussion and analysis

Revenue distribution by business segments

2005
Business segment 2008 2007 2006
Residential and non-residential 63% 53% 54% 55%
Civil engineering 37% 47% 46% 45%

Management believes that because of the markettisitu(se€Economic environment and future outlaook
Management'’s discussion and analyams2009 the circumstances will reverse and tlopertion of
revenue generated by the civil engineering segmiincrease. The assessment is supported by the
Group’s order backlog as at 31 December 2008 wihereontracts of the civil engineering segment assp
those of the residential and non-residential segitseeOrder backlog and major construction contracts
signed in 2008n Management’s discussion and analysis

Within the residential and non-residential segmexitenue distribution remained similar to prioripds,
with commercial buildings accounting for over 50 pent of the segment’s revenue. Compared with the
previous year, revenue distribution within the segtrdid not change significantly.
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2005
Revenue distribution in the
residential and non-residential segment 2008 2007 2006
Commercial buildings 59% 61% 41% 37%
Industrial and warehouse facilit 16% 11% 24% 17%
Public buildings 14% 16% 18% 35%
Residential buildings 11% 12% 17% 11%

Within the civil engineering segment, most of theanue was generated by road construction and
maintenance. Compared with 2007, the contributiostlver engineering projects has increased mainly
thanks to growth in the Group’s Latvian operatiofise decline in port construction revenues islaitéble
to a major project that was almost fully perfornie@007 and did not continue in 2008.

Revenue distribution in the 2005*
civil engineering segment 2008 2007 2006

Road construction and maintenance 45% 41% 58% 56%
Port construction 24% 33% 15% -
Other engineering 25% 13% - 44%
Environmental engineering 6% 13% 27% -

* In 2005 the civil engineering segment was noidéd into as many sub-segments.

A selection of completed projects

Brief description of the project Performer Custome

Head office of Estonian Railways, 7 floors, grosfiding area AS Nordecon AS Arealis

10,339 M International

Mustamée tee 16, the Marienthal business build@rftpors, gross AS Nordecon AS Mustaméae tee 16

building area 21,879 m International

Western pier and berths at Sillamée Port, lengthepier 1,172m  AS Nordecon AS Sillemae Sadam
International

E263 Tallinn-Tartu-Voru-Luhamaa road, Vaida-Aruaadlection, AS Nordecon Infra Road

asphalting of main and side roads of 520,060 m as lead partner ~ Administration

Final cover for the Sillaméae waste disposal siée/gment of AS Nordecon AS OkosSil

520,000 rA, service roads of 12,000°'m Infra

Infantry training centre Kuperjanov Single InfanBgttalion, AS Nordecon Ministry of Defence

Construction Phase I, gross building area 13,515 m Ehitus of the Republic of

Estonia

Fama shopping centre in Narva, gross building 482800 ni AS Nordecon OU Fama Invest
Ehitus

Aeroc building materials factory in Berezan, Kiewyince, gross Eurocon Ukraine OOO Aeroc

building area 16,300 M LLC

Concrete works for the Nordea building in Tallignpss area OU Mapri Projekt  AS Nordecon

7,300 ni International

Laaksaare Port in Tartu County, berth with a tlatagith of 77m OU Mapri Projekt  AS Saarte Liinid
and piers of 167m

Maxima shopping centre in P&rnu, gross building 2000 rh AS Eston Ehitus OU Topone

Extension and renovation of the Salaspils watersaweerage SIA Abagars Ministry of the
networks of over 7 km Environment of the
Republic of Latvia
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Order backlog and major construction contracts siged in 2008

As at 31 December 2008 2007 2006
Order backlog, in thousands of kroons 2,220,748 B2 2,453,419
Order backlog, in thousands of euros 141,93 161,482 156, 80:

At 31 December 2008, the Group’s order backlog 2ya21 million kroons (142 million euros), a 12 per
cent decrease compared with the 2,527 million ksd@61 million euros) posted a year ago.

In the civil engineering segment, the order backiag been growing year-over-year since the firattgu
of 2008. At period-end, the backlog of the civibereering segment accounted for 59 per cent of the
Group'’s total backlog portfolio (31 December 200@:per cent), reflecting the situation in the camgion
market where the shrinkage in the residential amdnesidential segment surpasses growth in the civi
engineering segment. The growth in the Group’smpdeklog has been significantly undermined by the
construction prices, which are considerably lovanta year ago.

Major construction contracts signed in the repgrperiod are listed below.

Major construction contracts signed in 2008

Brief description of the contract Cost Country Expected
(EEK '000/EUR "000) delivery

Rehabilitation of the R6hu-Puhja section of )

national road no 92 92,336 / 5,901 Estonia August 2009

Construction of berths no 8 and 9 at Paldiski .

South Harbour 316,363/ 20,219 Estonia May 2009

Design and construction of the Science Centre )

AHHAA building 179,100/ 11,447 Estonia August 2010

Tarmeko KV interior decoration store in Tartu 63)001,026 Estonic October 2008

Vaike-Paala business building in Tallinn 101,5@0487 Estonia May 2009

Design and construction of the M&o overtake on )

the Tallinn-Tartu road 402,881/ 25,749 Estonia August 2010

Extension of water and sewerage networks in

the Sempeteris district in Riga 194,242 /12,414 Latvia December 2009

Extension of the Ldunakeskus shopping centre

in Tartu 284,270/ 18,168 Estonia September 2009

Construction of a leisure and shopping centre in

the Darnitski district in Kiev 112,398 /7,184 Ukraine May 2009

Stage one in the construction of the Koidula
railway border station (joint tender of AS
Nordecon International and Teede REV-2) 279,760,880 Estonia December 2010

Construction of berth no 8 at Virtsu Harbour 79,080049 Estonia October 2009
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People

Nordecon International believes that its most inguurassets are its people and that the valueeof th
company depends on the professionalism, motivatimhloyalty of its employees. Accordingly,
management is committed to creating a contempavari environment that fosters professional growth
and development both in terms of career opporesdnd the nature of the work.

People and personnel expenses

In 2008 the Group (including the parent and theskliiries) employed, on average, 1,232 people datu
more than 500 engineers. The proportion of engiaed technical personnel (ETP) has increasedtbger
past couple of years due to the growth of the Gamgbthe size of the contracts. Compared with 2087
number of staff has increased by approximatelyrh@ihly on account of the addition of the Latvian
company SIA Nordecon Infra to the list of the Graugubsidiaries. In December 2008, the numberadf st
began decreasing in connection with the first dezings conducted in connection with an anticipated
decrease in future revenues.

Number of the Group’s employees:

Year ETP Workers Total average
2008 511 721 1,232
2007 425 678 1,103
2006 329 542 871

The Group’s team is dynamic and energetic. Theameeage of Group companies’ board members is 41
and that of engineers and technical personnel BZ aVerage length of employment is six to severnsyea
and men and women account for 88 per cent and r1@epe of the staff respectively.

The Group’s personnel expenses for 2008, includsspciated taxes, totalled 489.6 million kroons331
million euros), a 6 per cent increase on the 46iildon kroons (29.5 million euros) incurred in Z00At

the same time, the number of staff has increase®lper cent. The growth in personnel expenses is
attributable to the acquisition of subsidiaries #meGroup’s remuneration policy (including the advaf
performance-related consideration). However, thie i personnel expenses to revenue has risenstipde
—from 12.3 per cent in 2007 to 12.7 per cent i6&0

In 2008, the remuneration of the members of thexcibof AS Nordecon International totalled 1,443
thousand kroons (92 thousand euros) compared vi80Xhousand kroons (69 thousand euros) in 2007.
The remuneration and benefits of the members odlaed of AS Nordecon International totalled 14,514
thousand kroons (928 thousand euros) comparediwi859 thousand kroons (936 thousand euros) in
2007. In 2008 the board had, on average, five mesnlkeereas in 2007 the number was four.

In 2009 several Group companies have had to laglpexf due to the economic situation and the rdoes
in the construction market. From the fourth quaofe2008 until the issuance of this report, the @rbas
reduced its staff by 80 people.

In addition, all subsidiaries have either reducegbleyee salaries or are preparing to do so. Tteisalof
engineers and technical personnel will be redugetbiper cent and those of workers by 30 per cent.

Employee training

The Group offers its people diverse training oppaittes, especially as regards teamwork enhanceameht
further professional training. In 2008, the staféaded more than 10,000 hours of training courses
approximately 8 hours per person.

The employees are interested in gathering perseferkences. This inspires project managers andstéam
undertake increasingly larger and more complicatejects and to seek more innovative and economical
solutions. The Group values teamwork and intra-@hamowledge sharing and recognises the contribution
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of its experienced staff. People who reach theirament age but are willing to continue sharingjth
expertise are offered individual solutions for edniting to the development of the Group.

Attraction of new specialists

The Group finds new specialists from Tallinn Unsigr of Technology, Tallinn College of Engineeriagd
Estonian University of Life Sciences. Systematmruément of young engineers began in 2003 when the
lack of qualified engineers and other technicatpenel was acute. In order to enhance its atteaotiss as
an employer, the Group has developed a scholapsbgramme that allows students working for the @rou
to dedicate themselves to their studies during terma and to acquire work experience on constraciites
during non-term time.

The Group offers diverse and flexible options fombining studies with industry training: a schoteps
remunerated professional training, part-time empieyt during the period of study, full-time employmhe
in the summer and remunerated study leave. In 20685roup employed approximately 80 students, a
third of them in the process of acquiring their taes degree. Altogether, 73 per cent of the EHf st
either have or are obtaining a university degree.

Our efforts are yielding results. The fact that@reup finds time and is willing to contribute toet
development of young engineers has made it attefir school leavers and university graduates: the
number of students and graduates wishing to pertoemn industry training or seeking part- or futae
employment with the Group has multiplied. Howewerthe next financial year the number of people the
Group can accept for industry training will decesdsie to the difficult situation in the constructimarket.

Promotion of a healthy lifestyle

In the reporting period the Group promoted a hgdlfhstyle by supporting the employees’ sports
activities. The Group created opportunities fonmesgports and used a special sports account that was
designed for more individual needs.

In autumn 2008, the Group conducted an extensiveadd AIDS awareness programme at all its
companies in partnership with the Healthy Estommiarielation. Among other activities, the campaign
entailed performance of thematic seminars for gsafpl0 to 20 people under the guidance of the
specialists of the Healthy Estonia Foundation.

Charitable activities and social responsibility

Every year the Group supports a number of chadtplbjects and organisations. In 2008, Nordecon
International supported various initiatives wittogal of 4.5 million kroons (0.3 million euros).

In the reporting period, the Group continued cdmiting to society through the coaliti@ompanies
against HI\ which was established in 2007 in partnership WithHealthy Estonia Foundation and other
responsible companies such as Swedbank, Stata8,HiNor and Hill & Knowlton. The purpose of the
coalition is to improve dissemination of informatiabout HIV and limiting the spread of the epidetnic
the involvement of private sector funds. On joinihg coalition, Nordecon International undertook to
disseminate information about HIV within the Graamd to support the performance of public notifati
programmes. Staff training began in the seconddf&008. Nordecon International has currently ¢oin
the coalition for three years.

The Group'’s priority is to support organisations amstitutions with a social focus such as the deih’s
Clinic of Tartu University Hospital Foundation (A®rdecon Ehitus), Healthy Estonia Foundation,
NO&mme Private School SA and the Estonian UniorClaitd Welfare (AS Nordecon International).

In addition, Group companies are active sponsospofts organisations such as the Junior Teaneof th
Estonian Ski Association (AS Nordecon Internatipnartu Ski Club (AS Nordecon Ehitus) and the
basketball club BC Kalev/Cramo (AS Nordecon Infia$ Eston Ehitus supports the world champion and
winner of the 2008 Beijing Olympics Gerd Kanter.
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Through long-term cooperation agreements, the Gsopports Tallinna Linnateater (Tallinn City Thedtr
Tallinn University of Technology and numerous ctdftand social establishments.

In 2008, the Group made the first major privateé@edonation since the restoration of independémce
Estonia. The donation of approximately 3 millioméns (0.2 million euros) was made to support the
acquisition of testing equipment for the FacultyGd¥il Engineering of Tallinn University of Techragy.
In addition to the donation, the Group signed apdrtant cooperation agreement aimed at enhancing
scientific research and development, supportingvation and technology transfers, and promotinghédr
academic and further professional education irfidieé of technology.
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Share and shareholders

Share information

ISIN code EE3100039496

Short name of the security NCNIT (until 3 Apida® EEH1T)
Nominal value 10.00 kroons / 0.64 euros

Total number of securities issued 30,756,728

Number of listed securities 30,756,728

Listing date 18 May 2006

The share capital of AS Nordecon International mie®f 30,756,728 ordinary shares with a par vafue
10 Estonian kroons each. Owners of ordinary shemeentitled to dividend as distributed from tiroe t
time. Each share carried one vote at general ng=etihAS Nordecon International.

Movements in the price and traded volume of the Natecon International share in 2008
In Estonian kroons (EEK)
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Summarised trading results
Share trading history (EEK)

Price 2008 2007 2006
Oper 7€.51 16¢€.64 97.01
High 76.51 224,53 187.76
Low 14.86 69.00 91.69

Last closing pric 15.96 76.67 16E£.38

Traced volume 6,447,28< 7,284,77¢ 5,025,787

Turnover, millions 313.68 845.09 563.6

Listed volume (31 December ), thousands 30,757 30,757 15,378

Market capitalisation (31 December ), millions fistin) 2,358.07 2,543.34

Share trading history (EUR)

Price 2008 2007 2006
Oper 4.8¢ 10.6¢ 6.2
High 4.89 14.35 12
Low 0.95 4.41 5.86

Last closing pric 1.0z 4.9 10.57

Traded volume 6,447,283 7,284,775 5,023,787

Turnover, millions 20.05 54.01 36.02

Listed volume (31 December ), thousands 30,757 30,757 15,378

Market capitalisation (31 December ), millions J. 150.71 162.55

P/E and P/B ratios

The price earnings ratio and the price to boolorasi at the end of the financial year:

2008 2007 2006
P/E ( marketprice per shar / earnings per shai) 34 8.8 14.8
P/B (market price per share / book value per share) 0.6 3.3 5.5

Shareholder structure

The largest shareholders of AS Nordecon Internatiah31 December 2008:

Aktsionar Number of shares Ownership interest
AS Nordic Contractors 18,807,464 61.15%
ING Luxembourg S.A. 1,111,853 3.62%
Ain Tromp 678,960 2.21%
ASM Investments OU 519,600 1.69%
JP Morgan Chase Bank/ Dekabank Deutche Girozentrale 500,000 1.63%
Skandinaviska Enskilda Banken Ab Clients 456,758 1.49%
Central Securities Depository of Lithuania 397,488 1.29%
State Street Bank & Trust Co. 355,199 1.15%
The Bank of New York Mellon 353,323 1.15%
Clearstream Banking Luxembourg S.A. Clients 339,910 1.11%
Aivo Kont 339,480 1.10%
Raul Rebane 316,104 1.03%
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Shareholder structure at 31 December 2008 accotdititgg Estonian Central Register of Securities:

Number of shareholders  Ownership interest

Shareholders with interest exceeding 5% 1 61.15%
Shareholders with interest between 1% and 5% 11 17.47%
Shareholders with interest below 1% 1,627 21.38%
Total 1,639 100.00%

Shares controlled by members of the council anddooBAS Nordecon International at 31 December 2008

Number of shares Ownership interest

Toomas Luman (AS Nordecon, OU Chairman of the Council 18,959,144 61.64%
Luman ja Pojad)*

Ain Tromp Member of the Counc 67€,96C 2.21%
Alar Kroodo (ASM Investments OU)* Member of the Council 519,600 1.69%
Andri H6bemagi Member of the Counc 34,00 0.11%
Tiina Mdis Member of the Council 0 0.00%
Meelis Milder Member of tle Counci 0 0.00%

* Companies controlled by the individual

During the preparation of the annual report (theoggeJanuary — March 2009), the number of sharibthe
OU Luman ja Pojad, a company controlled by therchain of the council Toomas Luman, increased by
20,000.

Number of shares Ownership interest

Jaano Vink Chairman of the Board 34,000 0.11%
Sulev Luiga Member of the Board 1,000 0.00%
Priit Tiru* Member of the Board 0 0.00%

* Priit Tiru has been a member of the board of A8d¢con International since 5 January 2009. The
holdings of members of the board did not changenduhe preparation of the annual report.

Members of the board and council of AS Nordecoartmtional and companies controlled by them do not
have any share options under which they could aeghiares in AS Nordecon International in subsetquen
periods.
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Description of the main risks

Business risks

To mitigate the risks arising from the seasonalireabf the construction business (primarily the tvee
conditions during the winter months), the Group &eguired road maintenance contracts that generate
year-round business. In addition, Group compamesanstantly seeking new technical solutions that
would allow working more efficiently under changkatveather conditions.

To manage their daily construction risks, Group pames purchase Contractors’ All Risks insurance.
Depending on the nature of the project, both gérfienme agreements and specially tailored project-
specific contracts are used. In addition, as g sulbcontractors are required to secure the pesgiocenof
their obligations with a bank guarantee issuedterbenefit of a Group company. To remedy builder-
caused deficiencies which may be detected duriegvdirranty period, all Group companies create
warranties provisions. At the end of 2008, the miows (including current and non-current onesjltetl
14.6 million kroons (0.93 million euros). The capending figure for 2007 was 16.8 million kroonsl(1
million euros).

Credit risks

For credit risk management, a potential custonsgtdement behaviour and creditworthiness are andly
already in the tendering stage. Subsequent tdghatsire of a contract, the customer’s settlement
behaviour is monitored on an ongoing basis frormtla&ing of an advance payment to adherence to the
contractual settlement schedule, which usually dépen the documentation of the delivery of work
performed. We believe that the system in placenallos to respond to customers’ settlement diffiesilt
with sufficient speed. As at the end of the repgyiperiod, our customers’ settlement practice veasigin
accordance with the Group’s accounting policids;esleivables that are more than 180 days overrhue a
recognised as an expense.

In 2008, income from the recovery of previously exged receivables surpassed losses from the write-
down of receivables by 9.0 million kroons (0.6 ioitl euros). In 2008 the Group has been consisteht a
effective in its debt recovery activities. As aulgsat 31 December 2008 items of 19.3 million kie¢1.2
million euros) that had been expensed in 2007 wlassified as recoverable.

Liquidity risks

Free funds are placed in overnight or fixed-intetesn deposits with the largest banks in Estoniéa.
ensure timely settlement of liabilities, approxistgattwo weeks’ working capital is kept in curretaunts
or overnight deposits. Where necessary, overdaatflities are usedit the reporting date, the Group’s
current assets exceeded its current liabilitie8-foBd (31 December 2007: 1.30) and available ¢atdiled
269.2 million kroons (18.9 million euros) (31 Deds#n 2007: 236.1 million kroons or 15.1 million esyo
Together with unused overdraft facilities, the chalances provide a sufficient liquidity buffer for
conducting operations in an economic environmerthvis more uncertain than in the previous year.

Interest rate risks

The loans taken by Group companies from banks tipgran Estonia, Latvia and Ukraine have mainly
fixed interest rates. Finance lease contracts flasng interest rates and are linked to EURIB@R2008
the Group’s interest-bearing loans and borrowimgseased by 154.9 million kroons (9.9 million egros
year-over-year to 554.5 million kroons (35.4 mitlieuros). Owing to the rise in loans and borrowings
interest expense grew by 20.2 million kroons (lilian euros) year-over-year to 37.9 million kroof¥s4
million euros) at the end of 2008.

Currency risks

As a rule, construction contracts and subcontracsarvice contracts are made in the currency ehtbst
country: in Estonia contracts are made in Estokianns (EEK), in Latvia in Latvian lats (LVL), in
Lithuania in Lithuanian litas (LTL) and in Ukraime Ukrainian hryvnas (UAH). A significant proporticf
services purchased from other countries are piitéte euro, which does not constitute a currerslyfor
the Group’s Estonian, Latvian and Lithuanian egsiti
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In the last quarter of 2008, the Ukrainian econ@ng its national currency (the Ukrainian hryvnadH)
were seriously hit by the global financial crisifie exchange rate of the local currency that was no
officially pegged to any international currency vageeply impacted by a decrease in exports andgiorei
investment and concerns about the general reliabilithe Ukrainian banking system. Despite counter
measures, the local central bank was unable totamaia stable exchange rate for the Ukrainian hayamd
by the reporting date the latter had weakened ag#ie US dollar and the euro by more than 30 eet.c

The Group has incurred substantial exchange |lassése euro-based loans granted to its Ukrainian

entities. Altogether, the Group’s foreign exchalagses for 2008 totalled 29.7 million kroons (1.@iom
euros) against 11.2 million kroons (0.7 million @sirin 2007. Exchange losses are also includeakein t
results of the Group’s equity-accounted associates.

The Group has adopted various measures to redsseslérom the weakening of the Ukrainian hryvna.
Where possible, the Group has fixed its receivablesiros or has agreed settlement terms thatinéixe
account possible changes in the exchange rat@dfrfivna against the euro and the US dollar condpare
with the date on which the right to demand payneestablished. As a result, the Group has beentabl
recognise exchange gains on the translation ofvaules (other operating income) of 37.2 millioméns
(2.4 million euros).

Economic environment and future outlook

Based on the information published Byrostatand the Ukrainian central bank, the actual antimimeary
figures for economic growth in the countries whitie Group operates are as follows:

2008
Preliminary 2007 2006 2005 2004
Estonia -3.6% 7.1% 11.2% 10.2% 8.3%
Latvia -4.6% 10.2% 11.9% 10.6% 8.7%
Lithuania 3.3% 8.8% 7.7% 7.9% 7.3%
Ukraine 2.1% 7.3% 7.3% 2.7% 12.1%

Rapid economic growth in 2004-2007 and the accoripgrupsurge in the demand for construction
services had a positive impact on the Group’s pevdmce — operating volumes increased, financiatipas
strengthened and, accordingly, the Group’s maré&sitions improved. The construction sector benefite
from the boom in housing development, the avaiigtof favourable financing options for private
companies and the increase in investments maadrasiructure and environmental projects followihg
Baltic countries’ accession to the European Union.

In the second half of 2008 a serious crisis emengdte global financial system and by the firshdar of
2009 its implications had spread also to the reahemies of many countries (including Central and
Eastern Europe and the Baltics). Sharp deceleratitre growth of sectors that rely on domestic deth
(such as real estate and construction) has triggezgative economic growth, a sudden upsurge in
unemployment and deterioration in the competitigsraf the countries and sectors involved. Financial
institutions (including central banks) remain imigachy the effects of the credit crunch. As a resul
companies are finding it impossible or hard to suptheir daily operations and make long-term
investments regardless of the favourable inteegssmprevailing on the international financial nesk

Considering that the current financial crisis dmel ¢nsuing economic recession are more extensi/e an
severe than most of the prior ones, developmentseimacroeconomic environment are currently hard t
predict. Forecasts regarding the global and regjigmeluding Central and Eastern Europe and thei&al
economic recovery and the revival of economic ghovary too much. Owing to the sensitivity of the
forecasts, the Group does not deem it practicabpedsent any projections of the economic growth or
contraction rates for subsequent periods.
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Outlooks of the geographical markets where the Grgu operates

Estonia

In 2009-2010 the Estonian construction market élicharacterised by the following features:

Total demand in the construction market will depbadvily on public procurement tenders and the
number and pricing of infrastructure, environmeiatad other projects launched with the support of
the European Union funds (the latter will be catig influenced by the administrative capabilities
of the central and local governments). Howeverng@ential growth in the engineering sector will
not be able to compensate for the shrinkage irdimgé construction. The Group’s management
estimates that by 2010 the total volumes of thesttantion market will have decreased 50 per cent
compared with 2008.

The number of development and buildings constraatmmpanies will decrease (market
consolidation). Buildings construction companiescltin 2008 began seeking opportunities to
penetrate other market segments such as infrasteusill continue to do so, heightening
competition in the segments involved. The contigslump will lead to mergers, takeovers and
bankruptcies also in other fields of construction.

Owing to the global financial crisis, the amountadney circulating in the economy has decreased
considerably. As a result, more and more privatéoseompanies will have difficulty in raising

debt to finance new construction projects. ThepstiExrease in demand may be somewhat
alleviated by a competition-induced decrease ioggtiwhich will render investment in construction
projects more attractive than it was during therbad 2006 and 2007.

Building materials manufacturers that significartigreased their output during the growth phase
of the market will be faced by shrinking demand,arwhsequently, greater strain in meeting the
obligations taken for increasing capacities.

Real estate development companies’ ability to seraind repay existing loans will weaken and
their creditworthiness will decrease. For compameslved in general contracting and project
management, this may mean an increase in doulsifLireecoverable receivables.

The importance of infrastructure projects will iease and, accordingly, critical success factors wil
include specialised engineering expertise and épaz as well as the availability of relevant
resources.

The deteriorating economic climate and fierce cditipe in the construction market along with
falling demand will cause unemployment for conginrcworkers. The ensuing increase in the
availability of labour will lower construction corapies’ personnel expenses although in the short
term the decrease will be lessened by the paynieationdancy benefits.

Construction projects’ financing schemes will chalfgustomers’ settlement terms will extend
significantly) and additional requirements to thmahcing provided by general contractors during
the construction period will impose pressure ontraators’ liquidity.

Nordecon International Group operates in accordaritteits long-term objectives that are adjusted fo
changes in the external environment. Relevantegfi@management is the responsibility of the Grsup’
board (sed’he Group’s strategy and objectives for 2009-2013

The Group has prepared for changes in the econemriconment by:

Reducing the fixed cost base by 30 per cent (inofudutting personnel expenses by downsizing
and lowering salaries and reducing the costs oflg@md services purchased)

Restructuring the Group for better management®btisiness lines (buildings construction and
engineering) and maintaining the competitive advges

Dispersing risks through portfolio design

Dispersing activities across geographical areas
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Latvia and Lithuania

Despite the difficulties in the Latvian politicahé monetary systems, the volumes of various imuagire
projects financed by the state and local governmhtthe support of EU funding will remain stalole
hopefully, will even increase (such as projectstifier rehabilitation of the water supply and centiedting
systems). Construction activities will be mainljeated by the situation of the financing instituiso a
significant decrease in private sector demand, iifihtion and stiff competition.

Recent economic developments in Lithuania are amhil the ones in the other Baltic countries. Rnesen
the state budget and national currency, slowdowmnvestment both in the public and private secaod
similar factors directly influence the constructimarket. The volumes of commercial and residential
construction (the Group as a general contractoam®veloper) are contracting visibly. Other refevisks
include the stability of banks, increasing compatitand the impact of inflation on the constructpites.

The Group’s management has suspended major decmimhremains alert to developments in Latvia and
Lithuania because similarly to Estonia, their whetenomy is in difficulty and this can also be falthe
construction sector. In the near future, the Griotgnds to continue activities aimed at achievirgpaic
growth in Latvia and Lithuania. This will be domedareful consideration of developments in thereste
environment. Significant growth in these markets caly be achieved through additional, carefully
selected investments. In Latvia the Group has dyrstarted the process by acquiring a new subgidibk
LCB (seeChanges in the Group’s structure in 20068Vlanagement’s discussion and analysis

In view of the situation in the Lithuanian constian market and the prospects of the Lithuaniamenuy,
the Group is also considering the alternative wisiag its current action plan in 2009, and doesrake out
the possibility of downscaling its Lithuanian op@sas temporarily should this prove reasonable and
justified.

The Group designs its activities in the Latvian artluanian construction markets in accordance vtgth
international expansion strategy (3¢® Group’s strategy and objectives for 2009-98 believes that
in the long-term perspective the two markets hanang potential.

Ukraine

In Ukraine, the Group will continue acting as a @y@h contractor and project manager in the construc
of commercial buildings and production facilitiesctivities on development projects that require onaj
investment have been suspended to lower the risfiistie situation in the Ukrainian and global firzdel
markets has become clearer.

The main risks in the Ukrainian market are conretéh the low administrative efficiency of the teal

and local government and the judicial system, fidtg and the availability of quality constructiamputs.
Since October 2008 the Ukrainian monetary and lmankystems have been under severe pressure. The
Ukrainian national currency hryvna (UAH) has weasignificantly against both the US dollar and the
euro, which is causing substantial foreign exchdongses for foreign companies operating in Ukraira

have not hedged their currency risk exposures.

Nevertheless, the Group is confident that the coosbn market of a country with a population of 46
million will offer attractive business opportungi@lso in the near future. The Group’s main sucfagers
result from operating in a niche where competitisiow (the Group offers project management under
Western European standards).
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Corporate governance report

AS Nordecon International has observed the Corpdgaivernance Recommendations (CGR) promulgated
by the NASDAQ OMX Tallinn Stock Exchange since flatation of its shares on the NASDAQ OMX
Tallinn Stock Exchange on 18 May 2006. This regmdvides an overview of the governance of AS
Nordecon International in 2008 and its complianét wthe requirements of CGR. It is recommended that
an issuer comply with the CGR or explain the déeiet in its corporate governance report. In 2008, A
Nordecon International observed the CGR except avimglicated otherwise in this report.

AS Nordecon International (until 26 March 2009 A&sk Ehitus, registration number 10099962) is a
public limited company domiciled in the RepublicEdtonia. The address of the company’s registered
office is Parnu mnt 158/1, 11317 Tallinn.

Share and share capital
Number of ordinary shares outstanc

At 1 January 200 30,756,72¢
At 31 December 2008 30,756,728

In 2008, the issuer’s share capital did not cha8here capital consists of ordinary registeredeshaf one
type and with a par value of 10 kroons (0.64 eurgath share carries one vote at meetings of timpaoy
and entitles the holder to a proportionate shadiviflends as declared from time to time.

The shares of AS Nordecon International are ligtetle main equity list of the NASDAQ OMX Tallinn
Stock Exchange (Baltic Main List) under the tickgmbol NCN1T (until 3 April 2009 EEH1T). The share
register is maintained by the Estonian Central ®egiof Securities in electronic format. AS Nordeco
International has approximately 1,600 shareholdadsthe number changes constantly. The majority
shareholder is AS Nordic Contractors with an appnaxely 61 per cent interest. The members of the
governing bodies of AS Nordecon International asgubsidiaries hold an additional 8 per cent ef th
shares.

General meeting
Exercise of shareholder rights

The general meeting of the shareholders is theekigloverning body of AS Nordecon International.
General meetings are annual and extraordinarypoters of the general meeting are provided in the
Commercial Code of the Republic of Estonia andAttesles of Association of AS Nordecon Internatibna
Under the Articles of Association, shares of déf@rtype do not carry rights which might resultimequal
treatment of shareholders upon voting. The gemaealting has the power to approve the annual report,
decide the allocation of profits, amend the Arsabé Association, appoint the auditors, and eleet t
members of the council. A shareholder may atteedyineral meeting and vote in person or through a
proxy carrying relevant written authorisation

In the reporting period, the issuer allowed shal@grs to submit questions regarding the agendasitde
before the date of the general meeting by disadipisirthe notice of the general meeting the e-nddress
to which shareholders could send their enquiries.

The annual general meeting AS Nordecon Interndti@iahe date of the meeting AS Eesti Ehitus) was
held on 14 May 2008 at 12.00 in the Conference i€aftReval Hotel Olimpia.

The issuer was represented at the meeting by #ientdin of the board Jaano Vink who attended the
meeting and was available throughout the meeting.

The general meeting adopted the following resohsio

» To approve the annual report of AS Eesti Ehitudlieryear ended 31 December 2007 and the
council’s written report on the annual report.
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» To allocate the profit of AS Eesti Ehitus as follawhe company’s net profit for 2007 amounts to
267,481,851 kroons (17,095,206 euros) and thenedagarnings of prior periods amount to
130,327,891 kroons (8,329,470 euros). To distribudévidend of 92,270,184 kroons (5,897,140
euros) or 3 kroons (0.19 euros) per share frorméfigrofit for 2007. To transfer 13,374,093
kroons (854,760 euros) to the capital reserve etaim the rest of the net profit for 2007 and the
profits of prior periods. After allocations, thenspany’s retained earnings amount to 292,165,465
kroons (18,672,777 euros).

» To appoint KPMG Baltics AS as the auditor of thenpany’s consolidated financial statements for
the years ending on 31 December 2008, 31 Decen@i®r &hd 31 December 2010 and to
remunerate the auditor in accordance with the aaditices agreement signed with the auditor. To
sign the agreement with the auditor for three yé2088, 2009 and 2010).

» To remove Mait Schmidt from the council before #éx@iry of his term of office and to appoint
Andri Hbemagi as a new member of the council ofE2&Sti Ehitus. The new member of the
council will be remunerated on the same basisagpitévious one.

All shares issued by AS Eesti Ehitus are registerdthary shares. A shareholder may not demanadmnes
of a share certificate for a registered ordinagrehA shareholder may not demand that a registdrack
be exchanged for a bearer share. The shares alg ti@nsferable and may be pledged. The boardsof A
Nordecon International is not aware of any shadgrohgreements that restrict the transfer of theesh
Upon the death of a shareholder, the share trangféhe shareholder’s heir. From the point of vidwAS
Nordecon International, a share is considered fearesl when the acquirer has been entered in tre sh
register.

No takeover bids corresponding to the definitioovided in Chapter 19 of the Securities Market Afdthe
Republic of Estonia have been made for the shar&SiNordecon International.

In 2008 AS Nordecon International complied with@ibvisions of the CGR concerning the exercise of
shareholder rights.

Calling of a general meeting and disclosure of infonation

Notice of a general meeting is given by the bodrd® Nordecon International. A notice of an annual
general meeting is published in a national dailysmaper at least three weeks in advance and aeraften
extraordinary general meeting is published in gonat daily newspaper at least one week in advanice.
notice includes information on where the annuabrepas been or will be made available to the
shareholders. The annual report is made availatdésast two weeks before the general meeting.

The notice of the annual general meeting of 2008k(place on 14 May 2008) was published in national
newspapers and via the information system of th&DNAQ OMX Tallinn Stock Exchange on 16 April
2008.

The annual report of AS Eesti Ehitus and the cdisnaritten report on the company’s annual repogrev
made available as from 25 April 2008 on the issueebsite ahttp://www.eestiehitus.eahd on workdays
from 9 a.m. to 5 p.m. in the company’s registerfiit® at Akadeemia tee 15b, Tallinn. Questions reg
agenda items could be submitted by e-maddstiehitus@eestiehitus.€guestions, answers, resolutions
adopted and statements made at the general maetnegdisclosed on the company’s corporate website.

In 2008 AS Nordecon International complied with@ibvisions of the CGR concerning the calling of a
general meeting and disclosure of information.

Conduct of a general meeting

In most cases, the general meeting has a quorum mibee than 50 per cent of the votes represented by
shares are present. Generally, a resolution wildmpted when more than half of the votes repredeare
in favour. In compliance the Commercial Code arelAlticles of Association, for the adoptions of gom
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resolutions such as the amendment of the Artididsssociation; increase or reduction of share edpihe
merger, transformation, separation and dissolwifdhe company; and removal of the members of the
council before the expiry of their term of offic,least two thirds of the votes represented attbeting
have to be in favour.

The working language of the annual general meetirP08 was Estonian. The general meeting was not
chaired by the chairman of the council or a menatbé¢he board. The general meeting was conductdurwit
the planned timeframe. The general meeting waedgteby all members of the issuer’s board, the
chairman of the issuer’s council and the issuartitar.

The issuer did not deem it practicable to makeativaial general meeting available to observers and
participants via the Internet.

The annual general meeting of 2008 was attendesthéeholders that represented 64.86 per cent of the
votes determined by shares. Accordingly, the mgdtad a quorum for adopting resolutions. The mgetin
adopted a separate resolution regarding the aldwcaf profits.

In 2008 AS Nordecon International complied with@bvisions of the CGR concerning the conduct ef th
general meeting

Board

Responsibilities of the board

The board is a governing body of AS Nordecon Iragamal that represents and manages the company in
its daily operations. The Articles of Associatidloa each member of the board to represent the eomyp

in any legal proceedings alone. The board is resptnfor ensuring that AS Nordecon International
achieves its objectives. Creation of a suitablérenment for the attainment of objectives assurapgng
other things, analysing operating and financidsiand organising the company’s internal control,
accounting and reporting. The board has to obgbev&awful instructions of the council of AS Nordec
International.

In 2008 the board of AS Nordecon International regularly. In addition, extended management mesting
were held (including members of the boards of tiarsubsidiaries) to obtain a better overview af th
Group’s management and performance.

Members of the board are not authorised to issuepurchase shares without the permission of thergé
meeting or the council.

In 2008, the board and council of AS Nordecon Imaéipnal exchanged information in accordance with
effective requirements. The board informed the cdwf the company’s performance and financial
position on a regular basis.

Membership and remuneration of the board
Membership of the board

The council appoints and removes members of thedtarad appoints the chairman of the board from
among them. In accordance with the Articles of Agstion, the board has one (1) to five (5) memérs
are elected for a term of three (3) years. Membgtise board may not be concurrently members of the
council. In 2008 the board had the following mensber

Name Position Beginning of term  Expiry of term of
of office office
Jaano Vink Chairman of the Board 5 August 2002 8¢ 2011
Avo Ambur Member of the Board, Development Director 7 January 2003 31 December 2008*
Sulev Luiga Member of the Board, Finance Director Juf 2007 8 July 2010
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Priit Pluutus Member of the Board, Technical Diogct 1 October 2007 31 December 2008*

Erkki Suurorg Member of the Board, Constructionddtor 1 December 2005 30 November 2008*

* In accordance with the decision of the counciR8fNovember 2008, Avo Ambur and Priit Pluutus were
removed from the issuer’s board before the expitheir term of office. In addition, the councilddhot
extend the service contract of Erkki Suurorg atseexpiry. The decisions were made in connectiagh w
the restructuring of Nordecon International Grou2009 (se@he Group’s strategy and objectives for
2009-2013n Management’s discussion and analysighe above persons were appointed to the bodrds o
the subsidiaries of Nordecon International Groupo Ambur to AS Nordecon Ehitus, Priit Pluutus and
Erkki Suurorg to AS Nordecon Infra.

In 2009, also Priit Tiru was appointed to the boafrdS Nordecon International, effective as from 5
January. Previously Priit Tiru was the chairmarhef board of AS Nordecon Ehitus (at that time AS
Linnaehitus). His service contract is effective tioree years.

Remuneration of the board

The responsibilities of members of the board ar@sein their service agreements. A member ofoiberd
is paid a monthly service fee, which is fixed ie 8ervice agreement. The service fee includespsed fent
fee for maintaining the confidentiality of businegrets and adhering to the prohibition on cortipetiln

conformity with the service agreement and subjeet decision by the council, a member of the bozagl

receive the following additional monetary remunierat

= Additional remuneration for strong operating result

» Additional remuneration for surpassing the agreserating results

= Benefits for adhering to the prohibition on competi after the expiry of the service agreement
(twelve-fold average monthly service fee)

= Benefits for the termination of the service agreengsix-fold average monthly service fee)

In 2008, the remuneration and benefits of the membEthe board of AS Nordecon International tetdll
14,514 thousand kroons (928 thousand euros). Tinespwnding figure for 2007 was 14,659 thousand
kroons (936 thousand euros). In 2008 the boarddradyerage, five members. In 2007, the number was
four.

Conflict of interest

Members of the board may not compete with AS Narddaternational without the prior consent of the
company’s council. Until the date this annual ré¢f@authorised for issue, the members of the bbave:
not notified the council of their direct or inditggarticipation or intention to participate in th@me
business activities as the issuer.

A member of the board is required to inform othenmbers of the board and the chairman of the cooficil
any business offering made to the member of thedbbigs close family member or another person edlat
to him that are related to the issuer’s busineggiyc Until the date this annual report is autised for
issue, members of the board, their family membedspersons related to them have not received any
business offerings that ought to be treated asflicioof interest.

In 2008 AS Nordecon International complied withmbvisions of the CGR concerning the activitieshef
board.
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Council
Responsibilities of the council

The council deals with the strategic planning &f dlgtivities and the strategic management of ASIBlyn
International and oversees the activities of therthoThe council adopts its resolutions in meetings
Meetings of the council have the sole authority to:

= Approve the strategy

= Approve a three year development plan

= Approve the budgets

» Appoint members of the board and the chairman@btiard and remove members of the board

= Approve the management structure

»= Approve internal accounting regulations

= Approve the internal control statute and internaliplans

» Review quarterly operating results

» Review the annual report and approve it for pregent to the general meeting

» Perform transactions and settle legal disputesetwalbof the company with members of the board

The work of the council is organised by the chammEhe chairman of the council determines the agend
for council meetings, chairs the council meetimgsnitors the effectiveness of the work of the calunc
arranges for quick delivery of information to memshef the council, ensures that members of the @bun
have sufficient time for preparing a resolution aadewing the information received and represéms
company in relations with the issuer’s board.

The board requires the council’s consent for tratizas that are outside the scope of the company’s
ordinary business activity such as:

= Acquisition and disposal of interests in other camips

= Acquisition, divestment or dissolution of a company

» Opening and closing of foreign branches and reptatiens

» Transfer and encumbrance of immovable propertidsegistered movables (except cars)

» Non-current asset transfers not fixed in the anbudbet

» Making of investments not fixed in the annual budge

= Assumption, granting and guaranteeing of loansaihdr obligations outside the scope of ordinary
business

= Establishment and dissolution of a subsidiary

The council is accountable to the general meefihg. council adopts resolutions in a meeting by &mp
majority. A meeting has a quorum when over halfhef members are present. The council meets acgprdin
to need but not less frequently than once withieeh{(3) months.

In 2008 the council of AS Nordecon InternationddhEl meetings.
Membership and remuneration of the council

According to the Articles of Association, the coilimeust have three (3) to seven (7) members. Tlaetex
number is decided by the general meeting. Memldirseacouncil are elected for a term of five (5axe
Members of the council elect a chairman from amiegnselves. In 2008, the council had the following
members:

Name Position Beginning of term  Expiry of term of
of office office

Toomas Luma Chairman of the Council
representative of AS Nordic Contractors 9 January 2006 9 January 2011

Alar Kroodc Vice-Chairman of the Counci 9 January 20( 9 January 201
representative of minority shareholders
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Andri Hobemagi: Member of the Counci

representative of AS Nordic Contractors 14 May 2008 14 May 2013
Mait Schmidt* Member of the Council, 9 January 2006

representative of AS Nordic Contractors 14 May 2008
Ain Tromp Member of the Council, 9 January 2006 9 January 2011

representative of minority shareholders
Tiina Mois Member of the Council, independ 9 January 20( 9 January 201
Meelis Milde! Member of the Council, independ 9 January 20( 9 January 201

* On 14 May 2008 the general meeting of AS Eesttushdecided to remove from the council Mait
Schmidt and elected in his place Andri Hobemag\(jmusly a member of the board and the Director
Finance of AS Eesti Ehitus).

On 1 April 2006, the general meeting of the shaddrs of AS Eesti Ehitus adopted a resolution @n th
remuneration of the council. A council member’svgas fee is 10,000 kroons per month. The vice
chairman’s service fee is 20,000 kroons per monthtae chairman’s service fee is 30,000 kroons per
month. Council members are not entitled to anytaaftil remuneration or termination benefits.

In 2008, the remuneration of the members of thexcibof AS Nordecon International totalled 1,443
thousand kroons (92 thousand euros). The corregppfigure for 2007 was 1,080 thousand kroons (69
thousand euros).

Conflict of interest

A member of the council may not vote at a meetimmatters concerning provision of consent for a
transaction between AS Nordecon International aediember of the council or a similar conflict of
interest involving a party related to the membethefcouncil. A member of the council may not cotape
with AS Nordecon International without the consehthe general meeting or use for personal gain any
business offerings made to the issuer. Until the thds annual report is authorised for issue, meambf
the council have not notified the issuer about @mflicts of interest.

In 2008 AS Nordecon International complied with@lbvisions of the CGR concerning the activitie$haf
council.

Cooperation of the board and the council

The issuer’s board and council cooperate in engunmgoing and effective information exchange. The
members of the issuer’s board (the chairman obtad and the member of the board, the Director of
Finance) participate in meetings of the councit t#ra held once a quarter and where the coundgwesy
the issuer’s performance. As a rule, the chairnfaheboard is also invited to other meetings &f ¢buncil
that discuss matters related to the operationeofstbuer.

In 2008 the board and the council cooperated dgtimedeveloping the Group’s new long-term strategyl
development plan. The board designed the strateggdordance with the instructions received froen th
council and submitted it to the council for approva

Disclosure of information

In disseminating information and notifying, AS Neoibn International treats all shareholders equalg.
issuer’'s main information channels for dissemirgtiformation to shareholders and investors arevits
website and the information system of the NADSAQ XOWallinn Stock Exchange.

In disclosing information, the issuer observesRlges of the NASDAQ OMX Tallinn Stock Exchange and
the provisions of the Securities Act. The issugedsined that in 2008 the threshold for notifyirfg o
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significant construction contracts was 50 millicodns (3.2 million euros). In 2008 AS Nordecon
International made 36 stock exchange announcerttattsvere released concurrently in Estonian and in
English via the information system of the NASDAQ ®&Mallinn Stock Exchange. In 2008 the supervisory
authorities of the stock exchange did not notiky ifsuer of any shortcomings in the disclosure of
information.

AS Nordecon International discloses the followinfpimation in Estonian and in English on its cogier
website at www.nordecon.coat, via links, on the website of the NASDAQ OMXIIian Stock Exchange:

= A brief description of the company

= Description of the security and trading info
» The company’s Articles of Association

= Annual and interim financial reports

» Information on general meetings

= Current membership of the council

= Current membership of the board

= Information on the issuer’s auditor

= Corporate governance report

= Financial calendar

In 2008 the issuer did not organise any press cendes. Meetings with investors were held on aecuirr
basis at the request of the investors.

The presentations used at meetings with investers wublished through the information system of the
stock exchange and were also made available asgher’s website. In 2008 the issuer did not phitie
time schedule for meetings with investors and atslgn its website because it did not deem thi®rtapt.

The issuer did not inform shareholders of meetimigis analysts or investors and the possibility of
attending such meetings via its website. The isdaes not disseminate inside information at sucetimgs
but uses information based on financial informaaod presentations that have already been madie publ
The issuer’s investor relations contacts are avigilan the issuer’s website. All shareholders msg/the
contacts to request a meeting with the issuer'sesgmtatives.

In 2008 AS Nordecon International complied withiafbrmation disclosure provisions of the CGR excep
for Article 5.6 that was complied with in part. Hewer, the issuer is convinced that it has provided
adequate alternatives and has therefore not vibtateprinciple of equal treatment of shareholdetbe
disclosure of information.

Financial reporting and auditing

Financial reporting

Preparation of financial reports and statementsasesponsibility of the board of AS Nordecon
International. The consolidated financial staters@fitAS Nordecon International are prepared in
accordance with International Financial Reportitgn8ards (IFRSs) as adopted by the European Union.
The financial statements are prepared and subnfdtezpproval in conformity with the Estonian
Accounting Act, the Rules of OMX Tallinn Stock Exaige, and the Estonian Commercial Code.

AS Nordecon International is required to disclogarterly interim financial reports and the annegart as
soon as the report has been approved for issugebgouncil.
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Auditing

The external auditor(s) of AS Nordecon Internatlésdare) appointed by the general meeting. Rddhe
meeting, the board arranges a tender with a viesigiing an audit services agreement for threg€ajs.
One of the purposes of the tender is to agreedbedudit fee for the company under comparable audi
terms and conditions. In 2008 AS Nordecon Inteomati organised a new tender for appointing an andit
for the period 2008-2010. The general meeting aettlat KPMG Baltics AS should be appointed auditor
of the company and the board signed an audit ssnagreement with KPMG Baltics AS for the financial
years 2008, 2009 and 2010.

In 2008 the audit partner in charge of the audtheffinancial statements of AS Nordecon Intermegio
changed in line with the auditor rotation requiraingrovided for in the guidelines issued by theaRirial
Supervision Authority. The new audit partner is AgglRoot (KPMG Baltics AS).

In 2008 AS Nordecon International complied withgibvisions of the CGR concerning financial repuyti
and auditing.
Dividend policy

In recent years, AS Nordecon International hasistergly increased the amount of dividends distadito
shareholders (rounded to millions kroons / euros):

For 2004 28 million kroons / 1.8 million euros
For 2005 30 million kroons / 1.9 million euros
For 2006 46 million kroons / 2.9 million euros
For 2007 92 million kroons / 5.9 million euros
The board’s proposal for 2008: 31 million kroorgsrhillion euros

To date, the amount of a dividend distribution hesn determined by reference to:

» The dividend expectations of the majority sharebolS Nordic Contractors

» The overall rate of return on the (Estonian) sei@simarket

= The optimal ratio and volume of debt and equityitedjhat is required for the Group’s profitable
growth and sustainable development A

/

The board confirms that Management’s discussion and analés'rsresents fairly the development,
financial performance and financial position of thecompany ancy}he Group and provides an overview
of the main risks and uncertainties

Jaano Vink Chairman of the Board

Sulev Luiga Member of the Board /

6 April 2009

7..4 “BApFil 2009
/

Priit Tiru Member of the Board S AR A 6 April 2009
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Consolidated financial statements

Statement of management’s responsibility

The board of AS Nordecon International acknowledggesesponsibility for the preparation of the Gotsu
consolidated financial statements as at and foy¢lae ended 31 December 2008 and confirms that:

- the policies applied on the preparation of the obdated financial statements comply with
International Financial Reporting Standards as stbpy the European Union;

- the consolidated financial statements, which hagenbprepared in accordance with effective
financial reporting standards, give a true and V@&@w of the assets and liabilities of the Group
comprising of the Parent company and other Groujtieshas well as its financial position, its
financial performance, and its cash flows;

- all significant events that occurred before theedat which the consolidated financial statements
were authorised for issue (6 April 2009) have he®perly recognised and disclosed.

« AS Nordecon International and its subsidiariesgmieg concerns.

Jaano Vink Chairman of the Board l... Erf 6 April 2009

2

/|

— \ L_f—{___\ o
Sulev Luiga Member of the Board /7 — /// mﬁl 2009
’ P
- ay/ad

Priit Tiru Member of the Board A A 6 April 2009
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Note EEK 000 EUR '000
As at 31 December 2008 2007 2008 2007
ASSETS
Current assets
Cash and cash equivale 7 29¢€,184 23€,112 18,93C 15,09C
Trade receivables 8 473,935 511,819 30,290 32,711
Other receivables and prepayments 8 408,541 262,381 26,110 16,769
Income tax assets 3,207 2,170 205 139
Deferred tax asse 9 77¢€ 1,90¢ 50 122
Inventories 10 386,733 393,529 24,717 25,151
Non-current assets held for sale 11 0 43,362 0 12,77
Total current assets 1,569,376 1,451,278 100,301 2,7%4
Non-current assets
Long-term investments 12 112,605 111,686 7,197 87,13
Investment property 13 116,783 133,984 7,464 8,563
Property, plant and equipment 14 263,295 221,748 ,82B5 14,172
Intangible asse 15 305,18¢ 273,22: 19,50¢ 17,46:
Total non-current assets 797,871 740,641 50,993 ,3B6
TOTAL ASSETS 2,367,24 2,191,911 151,29¢ 140,08¢
LIABILITIES
Current liabilities
Interes-bearing loans and borrowir 16 235,94¢ 135,85t 15,08( 8,68¢
Trade payables 439,615 335,754 28,096 21,459
Other payables 18 423,270 574,722 27,052 36,731
Income tax payable 0 994 0 64
Other taxes payak 18 65,76( 53,771 4,20z 3,437
Provisions 19 11,600 12,458 741 796
Total current liabilities 1,176,193 1,113,561 7572 71,170
Non-current liabilities
Interes-bearing loans and borrowir 16 318,57¢ 263,72 20,36! 16,85¢
Other liabilities 2,534 714 162 46
Provisions 19 6,630 4,328 424 277
Total non-current liabilities 327,742 268,765 204y 17,177
TOTAL LIABILITIES 1,503,935 1,382,325 96,119 88,84
EQUITY
Share capital 20 307,567 307,567 19,657 19,657
Statutory capital reserve 34,800 11,766 2,224 752
Translation reserve -4,106 2,354 -262 150
Retained earniny 42699¢ 397,81( 27,290 25,42t
Total equity attributable to equity
holders of the parent 765,256 719,497 48,909 45,984
Minority interest 98,056 90,095 6,267 5,758
TOTAL EQUITY 863,312 809,592 55,176 51,742
TOTAL LIABILITIES AND EQUITY 2,367,247 2,191,918 81,295 140,089
Initialled for identification purposes only
39/11C

Allkirjastatud identifitseerimiseks

7

Date/kuupéeyv. Het
Signature/allkiri... S A cmmr
KPMG, Tallinn



Consolidated income statement

AS Nordecon International Annual report 2008

Note EEK 000 EUR '000
2008 2007 2008 2007
Revenue 22;23 3,867,917 3,752,028 247,205 239,798
Cost of sale 25 3,51(00€ 3,252,051 224,33C 207,844
Gross profit 357,911 499,977 22,875 31,954
Distribution expenses 8,007 5,106 512 326
Administrative expenses 26 182,526 173,562 11,666 1,098
Other operating income 27 63,947 16,411 4,087 1,049
Other operating expenses 27 22,845 30,256 1,460 3419
Operating profit 208,480 307,464 13,324 19,651
Finance income 28 96,877 31,486 6,192 2,012
Finance expenses 28 68,019 30,028 4,347 1,919
Net finance income 28,858 1,458 1,844 93
Share of profit of equity accounted investees 17 56 8 1 55
Share of loss of equity accounted inves 24,77( 4,031 1,58¢ 25¢&
Net share of profit and loss of equ
accounted investees 12 -24,753 -3,175 -1,582 -203
Profit before income tax 212,585 305,747 13,587 ,391
Income tax expense 29 41,269 15,976 2,638 1,021
Profit for the period 171,316 289,771 10,949 1862
Attributable to:
Equity holders of the parent 145,580 282,4 9,304 17,095
Minority interest 25,736 22,289 1,645 B42
Basic earnings per share (in kroons and
euros) 21 4,73 8.70 0.30 0.56
Diluted earnings per share (in kroons and
euros) 21 4,73 8.70 0.30 0.56
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EEK 000 EUR 000

Note 2008 2007 2008 2007
Cash flows from operating activities
Cash receipts from customers 4,693,418 4,424,893 99,984 282,802
Cash paid to suppliers -3,809,442 -3,820,821 4683, -244,195
Cash paid to and for employs -540,92¢ -438,36: -34,57: -28,017
Income taxes pa -38,04! -18,42: -2,431 -1,177
Net cash from operating activities 305,009 147,286 19,494 9,413
Cash flows from investing activities
Acquisition f property, plant and equipme -11,85¢ -24,58¢ -75€ -1,572
Acquisition of intangible asse 15 -92¢ -4,41¢ -59 -282
Proceeds from sale of property, plant and 11,989 766
equipment and intangible assets 17,539 1,121
Acquisition of subsidiaries, net cash acquire 6 -211,331 16,43€ -13507 1,05C
Proceeds from disposal of subsidia 2,06: 872 132 56
Acquisition of associates -7,615 -10,000 -487 -639
Proceeds from disposal of associates 77,812 10,417 4,973 666
Loans grante -120,75¢ -58,84: -7,71¢ -3,761
Repayment of loans gran 86,721 56,43¢ 5,54: 3,607
Interest received 17,079 12,295 1,092 786
Dividends received 183 0 12 0
Acquisition of other investmer 0 -5,40¢ 0 -34€
Net cash from / used in investing activities -15640 10,742 -10,011 687
Cash flows from financing activities
Proceeds from loans received 415,558 196,635 96,55 12,567
Repayment of loans recei\ -309,60° -134,99! -19,787 -8,62¢
Dividends pai -104,13( -52,13¢ -6,65¢ -3,33:
Payment of finance lease liabilities 17 -56,517 , 789 -3,612 -4,137
Interest paid -33,283 -22,672 -2,127 -1,449
Other payments ma -25¢ 0 -16 0
Net cash used in financing activities -88,237 -BR6 -5,639 -4,978
Net cash flow 60,132 80,132 3,843 5,121
Cash and cash equivalents at beginning of p 236,11: 155,98( 15,09( 9,96¢
Effect of exchange rate fluctuatic -60 -98 -4 -6
Increase in cash and cash equivalents 60,132 80,13 3,843 5121
Cash and cash equivalents at end of period 296,184 236,112 18,930 15,090
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Consolidated statement of changes in equity

Equity attributable to equity holders of the parent

EEK '000 Statutorn

Share Shart capita Translation Retained Minority

capital premium reserve reserve earnings Total interest Total
Balance at
31 December 2006 153,784 108,465 4,158 2,196  1965,3264,929 39,291 504,220
Foreign exchange
differences 0 0 0 158 0 158 1,476 1,634
Profit for the perio 0 0 0 0 267,48. 267,48 22,28¢ 289,77.

Total recognised
income and expens

for the period 0 0 0 158 267,482 267,640 23,765 29b
Dividend declared 0 0 0 0 -46,135 -46,135 -6,000 2,135
Issue of share

capital 153,783 -108,465 0 0 -45,318 0 0 0
Transfer to capite

reserve 0 0 7,608 0 -7,608 0 0 0
Increase/decrease in

minority interest 0 0 0 0 33,063, 33,063 33,039 168,
Balance at

31 December 2007 307,567 0 11,766 2,354 397,810 ,4BIO 90,095 809,592

Foreign exchang
differences
Profit for the period

0 0 -6,460 0 -6,460 89 -6,371
0 145,580 145,580 26,73171,316

oo
o
o

Total recognised
income and expens

for the period 0 0 0 -6,460 145,580 139,120 25,825164,945
Dividend declare 0 0 0 0 -9227C -92,27C -11,86C -104,13C
Transfer to capital

reserve 0 0 23,034 0 -23,034 0 0 0
Increase/decrease

minority interest 0 0 0 0 -1,091 -1,091 -6,004 950
Balance at

31 December 2008 307,567 0 34,800 -4,106 426,995 5,786 98,056 863,312
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Equity attributable to equity holders of the parert

EUR 000 Statuton

Share Share capita Translation Retained Minority

capital premium  reserve reserve  earnings Total interest Total
Balance at
31 December 2006 9,829 6,932 266 140 12,548 29,714 2,511 32,226
Foreign exchange
differences 0 0 0 10 0 10 94 104
Profit for the perio 0 0 0 0 17,09t 17,09t 1,42¢ 18,52(
Total recognised
income ard expense
for the period 0 0 0 10 17,095 17,105 1,519 18,624
Dividend declared 0 0 0 0 -2,949 -2,949 -383 -3,332
Issue of shar
capital 9,829 -6,932 0 0 -2,896 0 0 0
Transfer to capital
reserve 0 0 486 0 -486 0 0 0
Increase/decrease
minority interest 0 0 0 0 2,113 2,113 2,112 4,225
Balance at
31 December 2007 19,657 0 752 150 25,425 45984 58,7 51,742
Foreign exchange
differences 0 0 0 -413 0 -413 6 -407
Profit for the perio 0 0 0 0 9,30/ 9,30¢ 1,64t 10,94¢
Total recognised
income and expens
for the period 0 0 0 -413 9,304 8,891 1,651 10,542
Dividend declared 0 0 0 0 -5,897 -5,897 -758 -6,655
Transfer to capital
reserve 0 0 1,472 0 -1,472 0 0 0
Increase/decrease in
minority interest 0 0 0 0 -70 -70 -384 -454
Balance at
31 December 2008 19,657 0 2,224 -262 27,290 48,909 6,267 55,176
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NOTE 1. Reporting entity

AS Nordecon International (formerly AS Eesti Ehjtissa company domiciled in Estonia. The address of
the Company’s registered office is Parnu mnt 1584lljnn 11317, Estonia. The Company’s controlling
shareholder is AS Nordic Contractors which holdd6Xper cent of the shares in AS Nordecon
International. The shares of AS Nordecon Intermatidnave been listed on the NASDAQ OMX Tallinn
Stock Exchange since 18 May 2006.

The business name of AS Eesti Ehitus was changeudh lextraordinary general meeting of the Company’s
shareholders on 26 March 2009. The extraordinamgiged meeting decided that the Company’s new
business name should be AS Nordecon Internatidhalse consolidated financial statements have been
prepared under the new business name (referringrentecessary due to legal or other circumstatzes,
the former business name) because the Company'd hathorised the consolidated financial statements
for issue after the date on which the name wasggthn

The consolidated financial statements of AS Norddoternational (the “Company” or the “Parent”) as
and for the year ended 31 December 2008 compris€timpany and its subsidiaries (together refeiwed t
as the “Group”) and the Group’s interests in asgesiand jointly controlled entities. The Group’snary
activities are residential and commercial constonct civil engineering and road construction and
maintenance. In addition to Estonia, Group entibigsrate in Latvia, Lithuania and Ukraine.

NOTE 2. Statement of compliance and basis of prapation
Statement of compliance

The consolidated financial statements of AS Norddaternational as at and for the year ended 31
December 2008 have been prepared in accordancénsgtinational Financial Reporting Standards (IFRSs
as adopted by the European Union.

The accounting policies set out below have beefiepponsistently to all periods presented in tharicial
statements and have been applied consistentlyl Bralip entities.

In accordance with the Commercial Code of the Ripuolb Estonia, the ultimate approval of the annual

report (including the consolidated financial stagems) that has been prepared by the board of diseand

approved by the supervisory council rests withgéeeral meeting of the shareholders. The generatimge
may decide not to approve the annual report prelpamd submitted by the board and may demand the

preparation of a new annual report.

These consolidated financial statements have besgraped and submitted for approval in conformitghwi
the provisions of the Estonian Accounting Act anel Estonian Commercial Code.

These consolidated financial statements were astbfor issue by the board on 6 April 2009.
Basis of measurement

The consolidated annual financial statements haea prepared on the historical cost basis excapt th
investment properties have been measured at flaie va

The methods used to measure fair values are desttigsgher in notes 4 and 5.
Functional and presentation currency

The functional currency of Group entities is therency of the primary economic environment in which
they operate: for Estonian entities - the Estokiaon (EEK), for Latvian entities - the LatviandgLVL),
for Lithuanian entities - the Lithuanian litas (Ljr&and for Ukrainian entities - the Ukrainian hrywAH).
The consolidated financial statements are presemtedtonian kroons. All financial information is
presented in thousands of currency units, rounadéaet nearest thousand unless indicated otherwise.

In accordance with the rules of the NASDAQ OMX Trail Stock Exchange, the primary financial
statements and the notes to the financial statenagatalso presented in euros. The Estonian keoon i
pegged to the euro at a fixed exchange rate (1=0f06466 Eesti kroons). Therefore, the transhatibthe
consolidated financial statements from Estoniatokstto euros does not give rise to foreign exchange
differences.
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Use of estimates and judgements

The preparation of financial statements in confoymiith IFRSs requires management to make
judgements, estimates and assumptions that affeetgplication of policies and the reported amoaohts
assets and liabilities, the disclosure of contingesets and liabilities based on the probabifityeir
realisation, and the recognition of income and asps. Estimates and underlying assumptions arewedli
on an ongoing basis. Revisions to accounting estisrare recognised in the period in which the edtm
are revised and in any future periods affected.

The ongoing global financial crisis that emerge@®97 has drained liquidity in the economy, making
increasingly difficult to raise funds in the capi@arkets. Moreover, in the Group’s target mariteés

slump has spread to the real economy with all tiseli@g consequences that have exerted and mayugenti
to exert an adverse impact on the Group’s opemtionpreparing these financial statements, managem
relied on its assessment of how the economic emwiemt of the target markets may impact the Group’s
financial performance and financial position.

Although management’s estimates and underlyingnagians are reviewed on an ongoing basis and they
are based on prior experience and the best awilaformation on probable future events, actualltes
may differ from these estimates.

Critical judgements that have the most significaneffect on the information presented in the financia
statements concern the following accounting areas:

Recognition of construction contract revenue begnefice to the stage of completion method (note 24)

When the outcome of a construction contract caesbienated reliably, contract revenue is recognised
reference to the stage of completion of the cohaeitivity at the balance sheet date. The Groumegts

the stage of completion of its construction cortfarsing precise and systematic cost accounting,
forecasting, and revenue and expense recognitmsegures. The estimated outcome of each constnuctio
contract is subject to ongoing control. The Gronalgses any deviations from the budget and revises
estimate of the outcome whenever necessary.

The effect of a change in the estimate of cont&atnue or contract costs, or the effect of a chamghe
estimate of the outcome of a contract is accoufateds a change in accounting estimates. The mvise
estimates are used to determine the amount of uevamd expenses recognised in the income statément
the period in which the change is made and in sjues# periods.

Determination of the net realisable value of inesigs

In accordance with the Group’s accounting policiegentories are measured at the lower of cosinand
realisable value. Accordingly, management hastimeage the value of inventories whenever therenis a
indication that the carrying amount of inventoneay have decreased below their cost. If this haaroed,
inventories are written down to their net realisaidlue, i.e. the estimated selling price in thiirary
course of business less the estimated costs ofletiorpand the estimated costs necessary to makseib.

The Group is engaged in real estate developmedistionia and apartments that are built for sale are
classified as inventories until that sale occussth® end of 2008, demand in the Estonian reateestarket
had decreased significantly and, therefore, thesgalices of apartments had fallen. As a reswdt@roup’s
management had to estimate the net realisablessafués inventories.

Classification and measurement of investment pi@sefnotes 5 and 13)

Properties are classified both on initial recogmitand subsequent reclassification on the basis of
management’s intentions regarding their further lisgestment properties comprise properties hekhito
operating lease rentals or for capital appreciadint properties held over an extensive term farreeatly
undetermined future use.

Investment properties are measured to fair valuggubkree methods: the discounted cash flow arsglyise
sales comparison method and the existence of aacbninder the law of obligations at the balanaeth
date.
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Management decided to remeasure the fair valual imlvestment properties whose fair value could be
determined at the balance sheet date using theuwtised cash flow method or a sales contract. TloeGr
has determined the fair value of investment progeiiy reference to the reports of qualified inaejsat
real estate appraisers.

Provisions and contingent liabilities (notes 19 &l

Provisions are recognised in the balance sheetilmsmanagement’s best estimates of the timing and
amount of the expenditure required to settle agmtesbligation at the balance sheet date. A pronis
used only for expenditures for which it was oridiweecognised.

The Group establishes provisions for warranty egpenWarranty expenses are the costs which may be
incurred after the completion of construction &tyiin connection with warranties given. The amoaht
the warranty liability of a project is determineg feference to an expert opinion based on the wieiglof

all possible outcomes against their probabilitieghee completion of construction activity. Warranty
expenses are recognised as the costs of constretinracts and they are established short- argdtierm
provisions.

Determination of the useful lives of property, gland equipment (note 14)

Management estimates the useful life of an iteqroperty, plant and equipment by reference to the
expected use of the asset (its expected capacitytput), historical experience with similar iterasd
future plans. According to management’s assessritentiseful life of buildings and structures isy&ars
and the useful life of items of plant and equipmer& to 10 years depending on their constructiwh a
purpose of use. The average useful life of vehislésto 7 years and the useful life of other emept and
fixtures is 3 to 5 years. The useful lives of ugeths are estimated taking into account their techmr
commercial obsolescence and physical wear and tear.

Measurement of goodwill (note 15)

The Group assesses whether the carrying amoumionfvgll acquired on the acquisition of subsidiaries
associates and jointly controlled entities may hdeglined below its recoverable amount at leastialty
This is done by comparing the carrying amount efdash-generating unit to which goodwill has been
allocated with the fair value (less costs to sallyalue in use of the cash-generating unit. Valugse is
identified by estimating the future net cash flanbe derived from the cash-generating unit andapyying
an appropriate discount rate so as to determinprieent value of that future cash flow. A cashegating
unit is the subsidiary, associate or joint ventumevhose acquisition the goodwill was acquired. Télee
in use of the unit is determined by making detagegjections of the unit’s net cash flows for thextnthree
years, assuming that this is a period for whictabd projections can be made. Management makes the
estimates on the assumption that at the end dbtkeast period the cash-generating unit will ble &
sustain its operations so that the value for thaiteal year can be estimated on a going concernis.bas

The projected cash flows, which include both wogkiapital investments and capital expenditures, are
discounted at the weighted average cost of theéatapvolved (debt and equity capital). Dependimgtioe
structure of the debt and equity capital, the distoates applied in determining the value in Usthe
subsidiaries range from 8 per cent to 14 per cent.

The value in use of a subsidiary, associate ot janture is compared to the carrying amount of the
investment made plus the carrying amount of thelgdlballocated to it. Value in use is an estimate.
Therefore, any changes in selected inputs mayaserer reduce the value obtained. Management has
performed a sensitivity analysis that indicatesithggact of a change in discount rates on the reate
amount of goodwill. The total value in use of tlslt-generating units to which goodwill has beeocalied
will exceed the carrying amount of the investmemd goodwill until the rise in the discount rateedmot
exceed 5 per cent.
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NOTE 3. Changes in accounting policies and presttion practice

Changes in presentation practice

In the balance sheet, current assets consistipgephid corporate income tax have been presented
separately from other assets as required by |R&%entation of Financial Statemen@omparative prior
period information has been adjusted accordingly:

EEK 000 EUR 000
2007 Restated Change 2007 Restated Change
2007 2007
Income tax assets 0 2,170 +2,170 0 139 +139
Other receivables ar
prepayments 264,551 262,381 -2,170 16,908 16,769 39 -1

In the income statement, distribution expenses baea separated from administrative expenses &ed ot
operating expenses. Comparative prior period dagebleen adjusted accordingly:

EEK '00C EUR '00C
2007 Restatec  Chang: 2007 Restatec Chang
2007 2007
Distribution expenses 0 5,106 5,106 0 326 326
Administrative expenses 176,273 173,562 -2,711 6hlL,2 11,093 -173
Other operating expens 32,651 30,25€ -2,39E 2,087 1,934 -158

New and revised standards and interpretations as &1 December 2008

The following new standards, amendments to stasdand interpretations are not yet effective forytbar
ended 31 December 2008, and have not been applféparing these consolidated financial statements

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

The amendments to IFRS 2 will have no impact orGhaup’s financial statements as the Group does
not have any share-based compensation plans.

» Revised IFRS 3 Business Combinations (effectiverfioual periods beginning on or after 1 July 2009)

The scope of the revised Standard has been ameandetie definition of a business has been
expanded. The revised Standard also includes &dewaof other potentially significant changes
including:

a) All items of consideration transferred by the acguare recognised and measured at fair value as
of the acquisition date, including contingent cdesation.

b) Subsequent change in contingent consideratiorb@itiecognised in profit or loss.

¢) Transaction costs, other than share and debt isswasts, will be expensed as incurred.

The acquirer can elect to measure any non-contgpiliterest at fair value at the acquisition daié (

goodwill), or at its proportionate interest in tlaér value of the identifiable assets and liaketiof the

acquiree, on a transaction-by-transaction basis.

As the revised Standard should not be applied $inkgs combinations prior to the date of adoptioa,
revised Standard is expected to have no impadi@firtancial statements with respect to business
combinations that occur before the date of adopifche revised Standard.

» |IFERS 8 Operating Segments (effective for annuabgdsibeginning on or after 1 January 2009)

The Standard introduces the “management approactégment reporting and requires segment
disclosure based on the components of the entitynlanagement monitors in making decisions about
operating matters. Operating segments are componEran entity about which separate financial
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information is available that is evaluated regyléry the Group’s management in deciding how to
allocate resources and in assessing performance.

The Standard will have no effect on the profitasd or equity. However, the Group expects the new
Standard to significantly alter the presentatiod disclosure of its operating segments in the
consolidated financial statements.

Revised IAS 1 Presentation of Financial Statem@fitsctive for annual periods beginning on or after
January 2009)

The revised Standard requires information in finanstatements to be aggregated on the basis of
shared characteristics and introduces a staterieontrgprehensive income. Items of income and
expense and components of other comprehensive eouay be presented either in a single statement
of comprehensive income (effectively combining ith@ome statement and all non-owner changes in
equity in a single statement), or in two separtdgements (a separate income statement followed by
statement of comprehensive income).

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

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

The revised Standard removes the option to expsmsewing costs and requires the capitalisation of
borrowing costs that relate to qualifying assdisge that take a substantial period of time toegdy
for use or sale).

The Group has not yet completed its analysis ofrtipact of the revised Standard (the extent to whic
borrowing costs may be capitalised in subsequaigs.

Amendments to IAS 27, Consolidated and Separam€Eial Statements (effective for annual periods
beqginning on or after 1 January 2009)

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

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

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

Revised IAS 27 Consolidated and Separate Finast&iements (effective for annual periods beginning
on or after 1 July 2009)

In the revised Standard the term minority intehest been replaced by non-controlling interest,isnd
defined as "the equity in a subsidiary not attamle, directly or indirectly, to a parent". Theised
Standard also amends the accounting for non-cdinggohterest, the loss of control of a subsidiamyd
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 F2nancial Instruments: Presentatiamd IAS Presentation of Financial
Statementsdffective for annual periods beginning on or aftetanuary 2009)

The amendments introduce an exemption to the pteotherwise applied in IAS 32 for the
classification of instruments as equity; the ameaim allow certain puttable instruments issuedrby a
entity that would normally be classified as lia@$ to be classified as equity if, and only ieymeet
certain conditions.

The amendments are not relevant to the Group’sifiahstatements as none of the Group entities have
in the past issued puttable instruments that wbaldffected by the amendments.
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« Amendment to IAS 39, Financial Instruments: Redmynand Measurement (effective for annual
periods beginning on or after 1 July 2009)

The amended Standard clarifies the applicatiorxistiag principles that determine whether specific
risks or portions of cash flows are eligible fos@mation in a hedging relationship. In desigrgatin
hedging relationship the risks or portions musségarately identifiable and reliably measurable;
however inflation cannot be designated, excephiitéd circumstances.

The amendments to IAS 39 will not impact the Graujpiancial statements as the Group does not
apply hedge accounting.

« |FRIC 13 Customer Loyalty Programmes (effectiveafomual periods beginning on or after 1 July

2008)

The Group does not expect the Interpretation te lzeny impact on the consolidated financial
statements because the Group does not use cudtyaky programmes.

 |FRIC 15 Agreements for the Construction of Redhteseffective 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 recshi
by reference to the stage of completion of theremh@ctivity in the following cases:

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

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

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

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

The Group has not yet completed its analysis ofrtipact of the new Interpretation as this must be
assessed on a contract by contract basis.

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

IFRIC 16 will have no impact on the Group'’s finaslgtatements as the Group has not designated any

hedges of a net investment in a foreign operation.

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

As the Interpretation is applicable only from thetedof application, it will not impact on the fir@al
statements for periods prior to the date of adopdb the interpretation. Further, since it relates
future dividends that will be at the discretiontloé board of directors/shareholders, it is not fpbsgo
determine the effects of application in advance.

NOTE 4. Significant accounting policies
Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Pacentpany. Control exists when the Parent companyieas
power to govern the financial and operating pafi@éan entity so as to obtain benefits from itivées.

In assessing control, potential voting rights fraisently are exercisable are taken into accowonttr@l is
presumed to exist when the Parent owns, directigdirectly through subsidiaries, more than halfhaf
voting power of an entity. The financial statemesftsubsidiaries are included in the consolidatedricial
statements from the date that control commencaeéktiietdate that control ceases.
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Business combinations of independent entities

Business combinations between independent pantees@ounted for by applying the purchase method
whereby the cost of a business combination is aléut by recognising the acquiree’s identifiablestiss
liabilities and contingent liabilities (the “net sds”) at their fair values at the acquisition daAay
difference between the cost of the business combmand the acquirer’s interest in the fair vabighe

net assets so recognised is accounted for as giho@liaé acquiree’s income and expenses are included
the Group’s income statement and the goodwill aegiuirom the business combination is recognisetien
Group’s balance sheet from the date of acquisition.

Positive goodwill is the excess of the cost ofttheiness combination over the acquirer’s interese fair
value of the net assets acquired. Goodwill acquiredbusiness combination represents a paymeng imad
the acquirer in anticipation of future economic &fits from assets that are not capable of being
individually identified and separately recognisBdsitive goodwill is allocated to a cash-generating or

a group of cash-generating units and it is not éset. Instead, it is tested for impairment at daalance
sheet date. Subsequent to initial recognition, galbts measured at cost less any accumulated impet
losses.

Negative goodwill is the excess of the acquirentsiiest in the fair value of the net assets acquiver the
cost of the business combination. Negative goodwitlhmediately recognised in revenue.

Business combinations of entities under commonrobnt

Business combinations involving entities under camroontrol are business combinations in which fall o
the combining entities are ultimately controlledtbg same party or parties. Such business combnsati
are not accounted for in the same way as busimesbinations of independent entities. Business
combinations of entities under common control @eanted for by recognising the assets, liabilitied
contingent liabilities acquired in the acquireradnce sheet at their pre-acquisition carrying antsurhe
amount paid in excess of or below the carrying amotithe net assets acquired is recognised djréctl
equity. As a result, business combinations of iestitnder common control do not give rise to pesitir
negative goodwill. The acquiree’s equity itemsadded to the acquirer’s equity items except for the
acquiree’s share capital that is recognised agegiramium. If the balance of positive share premisinot
sufficient for making the required adjustment, tenainder is recognised as a reduction of retained
earnings.

Associates and joint ventures

Associates are entities in which the investor lngsificant influence, but not control over the fir@gal and
operating policies. Significant influence is presahto exist when the investor holds, directly aliiiectly
through subsidiaries, over 20 per cent of the gppiower of the investee.

A joint venture is a contractual arrangement whetaln or more parties undertake an economic agtivit
that is subject to joint control.

Investments in associates and joint ventures areuated for using the equity method (equity accednt
investees) and are initially recognised at cose Ghoup’s investment includes goodwill identified o
acquisition, net of any accumulated impairmentdes3he consolidated financial statements inclbde t
Group’s share of the income and expenses and agoigments of equity accounted investees, after
adjustments to align the accounting policies whibse of the Group, from the date the significafitence
or joint control commences to the date the sigaiftanfluence or joint control ceases. When theupi®
share of losses exceeds its interest in an eqoityuated investee, the carrying amount of thatéstas
reduced to nil and the recognition of future logsediscontinued except to the extent that the Giwas an
obligation or has made payments on behalf of tliestee.

Jointly controlled operations

In accordance with IAS 3thterests in Joint Venturggintly controlled operations are joint venturasich
involve the use of the assets and other resoufdée @enturers rather than the establishment of a
corporation, partnership or other entity, or afiicial structure that is separate from the venturers
themselves. Each venturer uses its own propeiyt pind equipment and carries its own inventoliegso
incurs its own expenses and liabilities and raitseswn finance, which represents its own obligagidn

respect of its interests in jointly controlled oggns, a venturer recognises.in its financiapstmnts the
P J y Initia’llegforidentﬁ!{c]auonpurposeso y
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assets that it controls and the liabilities thadurs, and the expenses that it incurs and asesbf the
income that it earns from the sale of goods orises\by the joint venture.

Transactions eliminated on consolidation

In preparing the consolidated financial statemeaitsntra-Group transactions, balances and ursedli
gains and losses are eliminated.

Unrealised gains arising from transactions withiggcaccounted investees are eliminated against the
investment to the extent of the Group’s intereshainvestee. Unrealised losses are eliminatéaeisame
way as unrealised gains, but only to the exteritttiexe is no evidence of impairment.

Consolidation of foreign operations

The functional currency of foreign operations ig dificial currency of their primary economic
environment. The assets and liabilities of foregerations, including goodwill and fair value adinents
arising on acquisition, are translated to Estoi@ons at exchange rates at the reporting dateiriCoene
and expenses of foreign operations are translatédtonian kroons at exchange rates at the datég of
transactions. Exchange differences on translatngidn operations are recognised directly in eguityhe
foreign currency translation reserve. When a far@geration is disposed of, in part or in full, teéevant
amount in the foreign currency translation reséswteansferred to profit or loss.

The exchange rates of the euro against the Est&niam and the functional currencies of the Group’s
foreign operations as at the balance sheet date:

Date Estonian kroon  Latvian lats Lithuanian litas Ukrainian hryvna

(EEK) (LVL) (LTL) (UAH)
1 euro (EUR) 31 December 2008 15.6466 0.7081 3.4528 11.1288
1 euro (EUR) 31 December 2007 15.6466 0.6969 3.4528 7.4275

Foreign currency transactions

Transactions in foreign currencies are translaid¢tieé functional currency using the Eesti Pank Bz
Estonia) exchange rates at the dates of the tridmssacMonetary assets and liabilities denominated
foreign currencies at the reporting date are retaé@d to the functional currency at the exchaage at that
date. Foreign currency differences arising on tedios and retranslation are recognised in prafibes in
the period in which they arise.

Foreign exchange differences on trade receivalldgrade payables are recognised in other operating
income and other operating expenses. Foreign egehdifferences on receivables and payables retated
financing and investing activities are recognisedinance income and finance expenses.

Financial assets

A financial asset is recognised initially at the faalue of the consideration given for it. Therfaalue of a
financial asset includes any transaction costsatetlirectly attributable to its acquisition sashagents’
and advisors’ fees, non-recoverable taxes andaimipenditures. Exceptions include financial asatt
fair value through profit or loss — the transactimsts incurred on the acquisition of those insauts are
recognised as an expense in the income statement.

Regular way purchases and sales of financial aaset®cognised using trade date accounting. Hade tr
date is the date on which an entity commits itseffurchase or sell an asset (e.g. the date orhvtihéc
contract is signed). A purchase or sale is constlarregular way purchase or sale if the termbeof t
contract require delivery of the asset within theetframe established generally by regulation aweation
in the marketplace concerned.

A financial asset is derecognised when the Graamsters the contractual rights to receive the fdasls of
the financial asset or the rights to the cash flewgre or the Group assumes an obligation to payéash
flows to one or more entities to whom most of tis&s and rewards of ownership of the financial base
transferred.
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Upon initial recognition, financial assets are sifisd into categories (see below). At the endaafte
reporting year, financial assets are reviewed terd@ne whether they are carried in the right catg@nd,
when necessary, an item is reclassified. Finamsiséts that cannot be reclassified under Intemsdtio
Financial Reporting Standards are not reclassifigthncial assets are classified into the following
categories:

« financial assets at fair value through profit ®do
¢ held-to-maturity investments

* loans and receivables

« available-for-sale financial assets

Financial assets at fair value through profit @slo

A financial asset is classified as a financial taséair value through profit or loss if it is lefor trading or
is designated as such upon initial recognition.

A financial asset at fair value through profit os$ is measured at its fair value at each baldmeet slate
without any deduction for the transaction cost$ thay be incurred on their sale or other disposagain
or loss on a change in fair value is recognisdtiénncome statement in finance income or in fikanc
expenses respectively. The fair value of a lisemisty is determined based on its quoted bid @idbe
close of business on the balance sheet date ardffitial exchange rate of Eesti Pank (Bank of Bstpat
that date. The fair value of an unlisted secustgstablished by using available information ardatéon
techniques, which may include reference to theetuirfair value of another instrument which is
substantially the same and / or discounted cashdlmalysis.

A gain or loss on the disposal of a financial afisetugh profit or loss as well as any interest divitiend
income on the financial asset is recognised irirtbeme statement in finance income and finance resgse
as appropriate.

Held-to-maturity investments

Subsequent to initial recognition, any held-to-mis§uinvestments that the Group has the positiverition
and ability to hold to maturity are measured airtamortised cost using the effective interest m&thod.
The value of held-to-maturity investments is adgddor any impairment losses incurred.

Loans and receivables

Subsequent to initial recognition, loans and reglglies that are not acquired for resale are meastitbeir
amortised cost using the effective interest ratthote

Interest income on loans and receivables is resedrin the income statement in finance income.

Available-for-sale financial assets

Available-for-sale financial assets are financidets that are not cash and cash equivalents aachba
been designated to any other category of finamsiséts. Subsequent to initial recognition, avasldibi-
sale financial assets are measured at their faievanless fair value cannot be measured relidihyen fair
value cannot be measured reliably, the cost mathapplied.

A gain or loss on a change in the value of an alilétfor-sale financial asset is recognised diyantthe
fair value reserve in equity until the asset i:edegnised or becomes impaired at which time theutative
gain or loss previously recognised in equity iogggsed in profit or loss. When an available-fdesa
financial asset becomes impaired, the amount ofuingulative gain or loss that is removed from ggaitd
recognised in profit or loss is the difference tbesgw the acquisition cost (net of any principal yepent
and amortisation) and current fair value, lessiampairment loss on that financial asset previously
recognised in profit or loss.

A financial asset carried at cost is written dowiits recoverable amount when the latter has dsetea
below the asset’s carrying amount. The recoveraeunt of a financial asset carried at cost igptesent
value of its estimated future cash flows discoumtethe average rate of return prevailing in thekeiaof
similar financial assets. Impairment losses onrfai@ assets carried at cost are recognised imtuene
statement in finance expenses. Such impairmergscm® not reversed.
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Cash and cash equivalents

Cash and cash equivalents comprise cash and shiortighly liquid investments that are readily
convertible to known amounts of cash within uphiieé months and which are subject to an insigmifica
risk of changes in value. Cash and cash equivaleciisde cash on hand, demand deposits, term deposi
with a maturity of up to three months and unitsioney market funds.

The consolidated statement of cash flows is prepaseng the direct method.
Inventories

Materials and goods purchased for resale areligitecognised at cost. The cost of materials amatlg
purchased for resale comprises all costs of puechad other costs incurred in bringing the invaasoto
their present location and condition.

Finished goods and work in progress are initialgognised at their cost of conversion. The cost of
conversion of inventories comprises all direct ardirect production costs incurred in bringing the
inventories to their present location and condition

The costs incurred in connection with real estatgetbpment are recognised in inventories. Depengimg
the stage of completion of the project, the costs@cognised either in work in progress or fintsgeods.
Building materials acquired for construction contsaare recognised in the balance sheet in ravotret
materials.

The cost of inventories is assigned using the wetjjaverage cost formula. Exceptions include regsit
immovable properties (plots recognised in goodslpased for resale) and apartments, which in legald
constitute movable property (recognised in finisgedds). Their cost is calculated and assignedjusin
specific identification of their individual costs.

In the balance sheet, inventories are measurér dbwer of cost and net realisable value. Neisahle
value is the estimated selling price in the ordimaourse of business less the estimated costsnabletion
and the estimated costs necessary to make thdreglgirment losses on inventories, i.e. inventorifexy
downs to net realisable value are recognised imntta@me statement in the cost of sales.

Construction work in progress

The revenues and costs of a construction contraghatched and recognised by reference to the sfage
completion of the contract activity at the balasheet date. The stage of completion of a contsact i
determined as the proportion that contract costsried for work performed until the balance sheded
bear to the estimated total contract costs. Coctsbrucontract costs comprise costs that relatctir to a
specific contract and costs that are attributableontract activity in general and can be allocéteithe
contract.

If at the balance sheet date progress billingsexktiee revenue recognised in the income statenyent b
reference to the stage of completion method, tfierdhce is recognised in the balance sheet abéitly.

If the revenue recognised in the income statemeneterence to the stage of completion method elcee
progress billings, the difference is recognisethmbalance sheet as an asset.

When it is probable that total contract costs eMteed total contract revenue, the expected loss is
recognised as an expense immediately and a conéisggpprovision is established. When the outcoma of
construction contract cannot be estimated relialelyenue is recognised only to the extent of cahtasts
incurred.

Investment property

Investment property is property (land and build)rgsld to earn rentals or for capital appreciatiomoth
rather than for use in the operating activities @roup entity. In addition, investment propertgligles
properties held for an extensive term for a cutyamdetermined use. Land and buildings acquired fo
residential construction purposes are recogniséavastories. Properties that are being constructed
developed for future use as investment propertsntaercial buildings under construction) are recogphis
as items of property, plant and equipment untiirtbenstruction or development is complete.

Investment property is recognised initially atdést. Directly attributable transaction costs, sagh
notaries’ fees, stamp duties, professional feeadorsory services, and other essential c%ts ieduo
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perform the transaction are included in the initiasurement. After initial recognition, investment
property is measured at fair value at each balaheet date. The fair value of investment propertyased
on market conditions at the balance sheet date.

The fair value of investment property is determibgdeference to the expert opinions of qualified
appraisers.

Gains and losses from changes in value are reainighe income statement in other operating ircom
and other operating expenses respectively.

An investment property is derecognised on disposathen the investment property is permanently
withdrawn from use and no future economic benefiesexpected from it. Gains and losses arising ttem
retirement or disposal of investment property asmgnised in the income statement in the periddef
retirement or disposal.

When there is a change in use, investment properéclassified. The property is accounted fomTithe
date of transfer, in accordance with the policigsligable to the group of assets to which the pitypeas
transferred. If a property that used to be accalifdeas investment property is transferred to mwdes or
property, plant and equipment, the property’s debowst for subsequent accounting is its fair valuie
date of reclassification.

If a property is transferred from property, plantia@quipment to investment property, any positive
difference at that date between the property’svaiue and carrying amount is recognised in thaluation
reserve in equity and it will be subject to thealenation accounting principles provided in IASR@perty,
Plant and EquipmenAny negative difference is recognised in the mecstatement in depreciation
expense. Exceptions include assets under constnusiihen the latter are transferred to investment
property, any difference (both positive and neggthetween their fair value and carrying amount is
recognised in the income statement. When a projettgnsferred from inventories to investment jgrop
any difference (both positive and negative) at tiae between its fair value and carrying amount is
recognised in the income statement.

Property, plant and equipment

Property, plant and equipment are tangible iteras d@he held for use in the production or supplgaedds
or services or for administrative purposes anceapected to be used for more than one year.

Items of property, plant and equipment are iniiaicognised at cost. The cost of an item of ptyppfant
and equipment comprises its purchase price andtey costs directly attributable to its acquisitidfter
initial recognition, items of property, plant angugoment are carried at cost less any accumulated
depreciation and any accumulated impairment losses.

If an item of property, plant and equipment comsidtsignificant parts that have different usefugs$, the
parts are accounted for as separate items of gyopasnt and equipment and are assigned depreciati
rates that correspond to their useful lives.

Subsequent costs related to an item of properytpind equipment, such as the costs of replaartgp

it, are recognised in the carrying amount of teeniif it is probable that future economic benedgisociated
with the costs will flow to the Group and the costis be measured reliably. The carrying amourntef t
part that is replaced is derecognised. All othéssquent costs related to property, plant and ewnpare
recognised as an expense as incurred.

Items of property, plant and equipment are deptediasing the straight-line method. Each assetsgaed
a depreciation rate that corresponds to its usiéulThe following useful lives are applied:

Buildings and structures 33 years
Plant and equipment 3-10 years
Vehicles 5-7 year:
Other equipment, fixtures and fittings 3-5 years

Items of property, plant and equipment are deptediantil their residual value rises above theiryiag
amount. The residual value of an asset is the anhtbahthe Group would currently obtain from the
disposal of the asset, if the asset were alreatlyeofige and in the condition expected at the éiid o

useful life. . i i 33
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The depreciation methods, depreciation rates asidual values of property, plant and equipment are
reviewed at least at each financial year-end apdp&ctations differ from previous estimates thenges
are recognised prospectively.

The Group assesses whether the carrying amountitéra of property, plant and equipment may be
impaired when there is any indication that the vecable amount of the item has decreased below its
carrying amount. Further information on assessimggirment is presented in the policypairment of
assets

The carrying amount of an item of property, plamd aquipment is derecognised when the item is diexpo
of or when no future economic benefits are expefrted its use or disposal. Any gain or loss aridiogn
derecognition of an item of property, plant andipment is included in other operating income oreoth
operating expenses in the income statement ofahiecbin which the item is derecognised.

When it is highly probable that an item of propeplant and equipment will be sold within the nexélve
months, the item is classified as held for salenorrent assets held for sale are presented ibalaace
sheet separately from current and non-currentssset their depreciation is terminated. A non-aurre
asset held for sale is measured at the lower ghitying amount and fair value less costs to sell.

Goodwill

Goodwill acquired in a business combination idatlit measured at its cost. Goodwill is the postiv
difference between the cost of the business cormibmand the Group’s interest in the fair valudhs net
assets acquired in the subsidiary, associate mryenture at the date of acquisition. Net assaisised
represent the difference between the fair valub®identifiable liabilities and contingent liatidis
acquired and the fair value of the identifiablests®cquired.

After initial recognition, goodwill is measureda@ist less any accumulated impairment losses. [€or th
purpose of impairment testing, goodwill is allochte the Group’s cash-generating units or groupsash-
generating units that are expected to benefit ftoersynergies of the combination. Each unit or grolu
units to which goodwill is allocated is the smallégferentiable group of assets that may not bbgdathan
a primary segment for segment reporting purposes.

Goodwill is tested for impairment at least at eficlancial year-end and whenever events or changes i
estimates indicate that the carrying amount of gelbanay be impaired. Impairment is determined by
estimating the recoverable amount of the cash-g#ingr unit to which goodwill has been allocated.
Impairment losses on goodwill are recognised iniathtnative expenses in the income statement.

Impairment testing is described in more detaihia policylmpairment of assets
Research and development expenditures

Research expenditures include expenditures incumredginal and planned investigation undertakethw
the prospect of gaining new scientific or technkiawledge and understanding. Research expendiuees
related to the creation of a scientific or techhisis for the development of new products orisessand
they are recognised as an expense as incurred.

Development expenditures include expenditures necuin the application of research findings to pban
design or test for the production of new produptscesses, systems or services. Development expendi
is capitalised and recognised as an intangiblet @sdee expenditure can be measured reliably,Gheup

has technical and financial resources and a pesititention to complete the development of thetasise
Group can use or sell the asset and the probahleefeconomic benefits generated by the asset €an b
measured.

Capitalised development expenditures are carriedsitless any accumulated amortisation and any
accumulated impairment losses. Development expamdis expensed on a straight-line basis over its
estimated useful life that does not exceed fivagiea

Other intangible assets

An acquired intangible asset is measured initiallgost. After initial recognition, an intangiblssat is
carried at its cost less any accumulated amonisatind any accumulated impairment losses.
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Intangible assets are recognised and accounteainidarly to items of property, plant and equipment
unless otherwise indicated in these accountingigsli

Intangible assets are classified into assets wiithite useful life and assets with an indefinitsetul life.
Assets with a finite useful life are amortised othezir estimated useful lives using the straighélmethod.

Licences, patents 3-5 year:
Trademarks 5 years

Intangible assets with indefinite useful lives aoe amortised. The useful life of an intangibleetidbat is
not amortised is reviewed at each financial yearterdetermine whether events and circumstances
continue to support an indefinite useful life asseant for that asset. If the indefinite useful hifss become
finite, amortisation of the asset will commence #mechange in estimates is recognised prospegtivel

Intangible assets with indefinite useful lives tsted for impairment individually or as part afash-
generating unit. Intangible assets with finite uséfes are tested for impairment whenever therany
indication that their carrying amount may be impdirWhen the carrying amount of an intangible asset
exceeds its recoverable amount, the asset is wdtien to its recoverable amount. Impairment losses
recognised similarly to amortisation expenses ititome statement where they are classified aicgptd
the category of the asset.

Further information on the assessment of impairrieeptovided in the policympairment of assets
Impairment of assets

At each reporting date the Group assesses whéiter is any indication that an asset may be impairke
Group estimates the recoverable amounts of itdsasdenever necessary or at least once a year (if s
required by IFRSS).

Impairment of property, plant and equipment andrigtble assets

If the carrying amount of an asset exceeds itsveratle amount, the asset or the cash-generatitgpun
which the asset belongs is written down to its vecable amount. The recoverable amount of an asset
its cash-generating unit is the higher of its failue less costs to sell and the present valueeofuture cash
flows expected to be derived from the asset or-gasterating unit (value in use). Value is use Isudated
by estimating the future cash flows expected tddréved from the asset and applying an approppiege
tax discount rate to those cash flows. The discoatethas to reflect current market conditions tedisks
specific to the asset. Where necessary, the faieva an asset is determined with the assistahce o
independent experts. Impairment losses on ass#tgling impairment losses on cash-generating @anés
recognised in the income statement in depreciaimhamortisation expense.

An impairment loss for a cash-generating unit ogmised by first reducing the carrying amountrof a
goodwill allocated to the cash-generating unit deh the carrying amounts of other assets of thteonra
pro rata basis.

The Group assesses at least at each reportingvdather there is any indication that an impairniess
recognised in prior periods no longer exists or imaye decreased. If such indication exists, theimpent
loss recognised in prior periods is reversed. Tioeeased carrying amount of an asset attributalde t
reversal of an impairment loss cannot exceed tirging amount that would have been determined ghet
amortisation or depreciation) had no impairmens losen recognised for the asset in prior yeargvAarsal
of an impairment loss is recognised in the incotatement as a reduction of the expense in which the
original impairment loss was recognised. As an ptoa, impairment losses for goodwill are not resest.

Impairment of financial assets

If there is objective evidence that a financialehsmeasured at amortised cost is impaired, i.d. ttiea
carrying amount of the instrument exceeds its rerve amount, the instrument is written down by th
difference between its carrying amount and recdderamount. The recoverable amount of such an
instrument is the present value of its estimateadréucash flows discounted at the instrument’sioalg
effective interest rate. Impairment losses on fa@nassets related to operating activity are raiseg in
operating expenses and impairment losses on fiabassets related to investing activities are reigagl in
finance expenses.
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Loans and receivables that are individually sigaifit are assessed for impairment individually. If a
receivable is 180 or more days overdue, it is cereid impaired and expensed in full. If impairmehan
asset becomes obvious sooner, the asset is wdiien earlier.

When a receivable for which an impairment losstbesen recognised is recovered or an event occurs tha
reverses the impairment, the reversal is recognis#te income statement by reducing the expense in
which the impairment loss was originally recognised

Financial liabilities

All financial liabilities (trade and other payahblésans, accrued expenses, debt securities issukdther
short- and long-term borrowings) are recognisetibihy at their fair value. The fair value of a &incial
liability includes any transaction costs that areatly attributable to the acquisition or issuelud financial
liability. After initial recognition, financial libilities are measured at amortised cost (excegiriancial
liabilities acquired for resale that are measutdtiair fair value).

As a rule, the amortised cost of a current findri@aility is effectively the same as its nominalue.
Therefore, current financial liabilities are cadria the amount payable. Non-current financialiliidds are
initially recognised at the fair value of the calesiation received for them (less any transacti@rggs).
Subsequent to initial recognition, non-current ficial liabilities are measured at amortised costgithe
effective interest rate method. Interest expensenamcial liabilities is recognised on an accribasis in
finance expenses.

A financial liability is classified as current whéris due to be settled within twelve months after
balance sheet date or when the Group does notamanaconditional right to defer settlement of the
liability for at least twelve months after the bata sheet date. Loan liabilities that are to biéesktvithin
twelve months after the balance sheet date buthndrie refinanced on a long-term basis between the
balance sheet date and the date on which the falatatements are authorised for issue are repage
current liabilities. In addition, loan liabilitiewre classified as current if the creditor may fetted loan at
the balance sheet date due to breach of the logaeagnt.

Provisions and contingent liabilities

A provision is recognised in the balance sheet viherGroup has a legal or constructive obligati®@a a
result of a past event, it is probable that anlowtbf resources embodying economic benefits véll b
required to settle the obligation and a reliabtexeste can be made of the amount of the obligationg-
term obligations are recognised at their preseloieMay applying a pre-tax discount rate that réfletirrent
market assessments of the time value of moneyhtendgks specific to the liability.

A warranty provision is established when the servias been delivered and the obligation has besatect
under a construction contract. The amount recodrasea provision is estimated by reference to héstb
experience of the expenditure required to settieaméies obligations. Warranties provisions areawed
at least annually.

Provisions for restoring associates’ negative gcarié established when the Group has a legal didigar
a binding commitment under an agreement with dthegstors to create such a provision.

Promises, guarantees and other commitments thatrar@sform into an obligation subject to the
occurrence of certain future events (which haveysbbccurred) are disclosed in the notes to thenitial
statements as contingent liabilities.

Contingent liabilities include present obligatiansurred as a result of past events which accortting
management’s estimates will not require settleraadt/ or which cannot be measured reliably

Short-term employee benefits

Short-term employee benefits (wages, salaries tiecpay liabilities and bonuses payable withinltwee
months after the rendering of the service) are oreason an undiscounted basis and are expenshd as t
related service is provided. Salary, wage and i@tgiay liabilities are recognised on the basismftracts
signed with employees in accordance with the piongsof labour legislation that impose on the Grthg
obligation to make the payments. Bonuses grantdgpagable on a current basis are recognised on the
basis of decisions adopted by the board, assurhatgheir disbursement is probable and the amambe

measured reliably.
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Termination benefits are employee benefits payabla result of the Group’s decision to terminate an
employee’s employment before the normal retirenda® or an employee’s decision to accept voluntary
redundancy in exchange for those benefits. Thdityahrises, first and foremost, as a result @& th
termination of an employment relationship. Therefdhe Group recognises termination benefits origrw

it is demonstrably committed to terminate the empwient of an employee or a group of employees before
the normal retirement date, or to provide termoratienefits as a result of an offer made in order t
encourage voluntary redundancy. Where terminateefits fall due more than twelve months after the
balance sheet date, they are discounted to thesept value.

Obligations under profit-sharing and bonus plassilte€from employee service and not from transastion
with the Company’s shareholders. Therefore, thé agrofit-sharing and bonus plans is recogniseidas
a profit distribution but as an expense. Such steorh obligations are not discounted.

Profit-sharing and bonus payments to be made ydéit-sharing and bonus plans are calculated and
recognised as an expense and a liability basedromufas approved by the Company’s board or council.
The Group recognises the expected cost of praditish and bonus payments only when the Group has a
present legal or constructive obligation to makehgoayments and a reliable estimate can be maithe of
amount of the obligation.

Leases

A lease that transfers substantially all the rihd rewards incidental to ownership to the lessetassified
as a finance lease. An operating lease is a l¢hse than a finance lease.

The Group recognises finance leases concludethéoadquisition of assets at the commencement of the
lease as assets and liabilities at amounts equlaétiair value of the leased property or, if lowtee present
value of the minimum lease payments, each detedrahéhe inception of the lease. Assets acquirdid wi
finance lease are depreciated similarly to ownedtasMinimum lease payments are apportioned batwee
the finance charge and the reduction of the outgtgriability. The finance charge is allocatedetch

period during the lease term so as to produce staonperiodic rate of interest on the remainingfize of
the liability.

The Group recognises assets leased out under recdinaase in its balance sheet and presents them as
receivables at an amount equal to the net invedtinethe lease. Lease payments are applied aghiest
gross investment in the lease to reduce the pahepd the unearned finance income. Finance indeme
allocated over the lease term based on a pattéliectieg a constant periodic rate of return on tres
investment in the lease.

In the case of operating leases, the leased assetarried in the balance sheet of the lessondiipg
lease payments received and made are recognigezbime and expense respectively on a straight-line
basis.

Statutory capital reserve

In accordance with the Commercial Code, the statutapital reserve has to amount to at least 1@qetr
of the Company’s share capital. Accordingly, evgggr the Company transfers at least 5 per ceti$ okt
profit to the statutory capital reserve until thhegeribed level is attained. The statutory capésérve may
not be distributed as dividends but it may be dsedovering accumulated losses if the latter caibeo
covered with unrestricted equity. In addition, tagital reserve may be used for increasing shanitcatay
means of a bonus issue. The Group’s capital resenwprises the subsidiaries’ capital reserves.

Earnings per share

Basic earnings per share are calculated by divithieghet profit attributable to equity holders lo¢ tParent
by the weighted average number of ordinary shatgstanding during the period. Diluted earnings per
share are calculated by dividing net profit for taporting year by the weighted average numberdihary
shares outstanding during the period, both adjustedthe effects of all dilutive potential equity
instruments. The weighted average number of ordisaares outstanding during the period and for all
periods presented is adjusted for the effects phamus issues.
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Income tax

Income tax assets and liabilities and income tgpeage and income comprise current and deferred.item
Current tax (recoverable or payable) in respetaxdble profit or the distribution of dividends is
recognised as a current asset or liability, andrdedl tax is recognised as a non-current assettulitly
unless its realisation is probable in the next riépg period.

Parent company and subsidiaries and joint ventexgstered in Estonia

Under the Estonian Income Tax Act, corporate inctamds not levied on profits earned but dividends
distributed. Until 31 December 2008 the tax rate(fiet) dividend distributions was 21/79. The taterwill
remain the same in 2009. According to the IncomeAgt, the tax rate decreases at the rate of lep&rge
point per year until it reaches 18/82 which willdggplicable to dividends distributed after 1 Jap2r12.
The income tax payable on dividends is recogniseaheexpense in the period in which the dividemds a
declared (when the distribution obligation arises).

Because of the specific nature of the taxationesgstompanies registered in Estonia do not acquire
deferred tax assets or incur deferred tax liabgitiThe maximum income tax liability which wouldsearif
all of the unrestricted equity were distributeciagdends is not recognised in the balance shetet bu
disclosed in the notes to the financial statemasts contingent liability.

Latvian, Lithuanian and Ukrainian subsidiaries goidt ventures

In Latvia, Lithuania and Ukraine corporate profite subject to income tax. In Latvia and Lithuahiatax
rate is 15 per cent and in Ukraine 25 per centablxincome is calculated by adjusting profit beftax for
permanent and temporary differences between thgicgramounts and tax bases of assets and liakilits
permitted by the local tax laws.

In the case of foreign subsidiaries, deferred tmets and liabilities are calculated on all thepwrary
differences at the balance sheet date betweeaxH®mtses and carrying amounts of assets and tiedilA
deferred tax asset is recognised in the balance sy when it is probable that in the foresee#ifere
the entity will incur an income tax liability ofsimilar amount which can be offset against the rdefetax
asset.

Segment reporting

Segment reporting is based on the organisationed far which information is reported for the Grosip
internal financial reporting purposes (managemeabanting and budgeting). The primary segment
reporting format is business segments. A businegsient is a component of the Group that is engamged
providing a product or service that is differernfr those of other segments and which functionsas a
independent profit centre.

The Group’s business segments include:

Residential and non-residential
Residential building
Public building:
Commercial buildings
Industrial and warehouse facilities
Civil engineeriny
Road construction and maintena
Environmental engineering
Hydraulic engineering
Other civil engineering worl

Segment revenue is revenue that is directly ataliia to a segment and a relevant portion of Group
revenue that can be allocated on a reasonabletbabkis segment, whether from sales to externabouers
or from transactions with other segments of theugré&Revenues arising from transactions between
companies operating within the same segment arengiied.

Segment expense is expense resulting from the topgeeectivities of a segment that is directly ditiiable
to the segment and the relevant portion of expetfisésan be allocated to the segment on a realgonab
basis, including expenses relating to sales taeateustomers and expenses relating to transacith

other segments of the Group. Segment expense doaxlude @nqt%ﬂg rijogigegtgicla "{,9%&@0‘?@%8%@6”565’ the
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Group’s general administrative expenses or othpereses that arise at the Group level. Expensesrattu

at Group level may be allocated to a segment drthely relate to the segment’s operating activitied

they can be directly attributed to the segment cgraonable basis. Expenses arising from transactio
between companies operating within the same seganemiminated. Segment result is segment revenue
less segment expense.

Unrealised gains and losses arising within the @foom inter-segment transactions are not alloctied
any segment but are presented in inter-segmeninglifons. Unrealised gains and losses arising from
transactions between the Parent company and a segmeincluded in the segment’s operating profit i
there is a reasonable basis for such an allocation.

Segment assets are those operating assets ttehpl@yed by a segment in its operating activitied #at
either are directly attributable to the segmentaor be allocated to the segment on a reasonabite bas
Segment assets include, for example, current asse¢stment properties, property, plant and eqeipm
and intangible assets which are used in a segmapisting activities. If an item of depreciatian o
amortisation expense is included in segment expémseinderlying asset is included in segment asset
Segment assets do not include assets used forafj&reup purposes or which cannot be directlylaited
to a segment. Segment assets include assets $lyaned or more segments if a reasonable basis for
allocation exists.

Segment liabilities are liabilities that resultritdhe operating activities of a segment and thheeiare
directly attributable to the segment or can becalled to the segment on a reasonable basis. Segment
liabilities include, for example, trade ant othayables, accrued expenses, customer advancesntesra
provisions and other liabilities related to produand services. Segment liabilities do not incliedes,
finance lease liabilities, debt securities or offailities arising from financing activities. Nber do
segment liabilities include income tax liabilities.

The Group’s unallocable revenue and expenses aetisaand liabilities include revenue and expensds a
assets and liabilities that are not directly relateany segment and therefore can not be allotattitbm.

The Group’s secondary segment reporting formaeogoaphical segments.
Revenue

Revenue is measured at the fair value of the cereidn received or receivable. Revenue is recegnis
only to the extent that it is probable that ecormb@nefits associated with the transaction wilhvfto the
Group and the amount of the revenue can be measeliaoly.

Revenue from construction contracts

Contract revenue and contract costs associatedavatimstruction contract are recognised as revande
expenses respectively by reference to the stagempletion method as soon as the outcome of thieamin
can be estimated reliably. Contract revenue comgptise initial amount of revenue agreed in thereght
and variations in contract work and claims andtive payments to the extent that it is probabé they
will result in revenue and are capable of beingbdy measured. The stage of completion of a cohisa
determined by reference to the proportion thatremhicosts incurred for work performed bear to the
estimated total contract costs and surveys of werkormed. When it is probable that total contasts
will exceed total contract revenue, the expected I recognised as an expense immediately.

Revenue from the sale of real estate developmeieqts (detached houses, apartments, office prejrese
which have been built on plots belonging to Grontities) is recognised similarly to revenue frora tale
of goods, i.e. when the significant risks and relsasf ownership have been transferred to the bityisr,
probable that economic benefits associated withréresaction will flow to the Group, and the amoaht
revenue and the costs incurred or to be incurredspect of the transaction can be measured ngliabl

Revenue from the rendering of services

Revenue from the rendering of services is recogdrtigereference to the stage of completion of the
transaction at the balance sheet date.
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Revenue from the sale of goods

Revenue from the sale of goods is recognised wiesignificant risks and rewards of ownership have
been transferred to the buyer and the amount afthenue can be measured reliably.

Revenue from the sale of real estate

Revenue form the sale of real estate is recognigeah all significant risks and rewards relatechi dasset
have been transferred to the buyer and the Grouptisbligated to perform significant additionalnkoAs
arule, a sale is deemed to have taken place viigereal right contract has been signed. Amountsived

from customers before the conclusion of the cohtee recognised as advances.

Finance income

Interest income is recognised as it accrues usiagffective interest rate method. Dividend incase
recognised when the right to receive payment ebéished.

Discontinued operations

A discontinued operation is a component of the @rtnat has been disposed of or is classified akfoel
sale and represents a separate major line of lmss{pesegment or sub-segment) or geographicabérea
operations. The assets and liabilities of a disnartl operation are presented in the balance sheet
disclosed in the notes so that users of the fimhsthtements can obtain an overview of the netasd the
discontinued operation. In the income statemeptctimparative period is re-presented as if theatioer
had been discontinued from the beginning of thepamative period.

Investments in subsidiaries, associates and jointemtures in the Parent company’s unconsolidated
financial statements, the disclosure of which is gquired by the Estonian Accounting Act

The Parent company’s unconsolidated primary firelratatements are presented as supplementary
information in accordance with the Estonian Accaugnidct and they do not constitute the Parent
company'’s separate financial statements as defingb 27.

In the Parent company’s unconsolidated financakshents, investments in subsidiaries, associates a
joint ventures are accounted for using the coshotketUnder the cost method, an investment is Ihitia
recognised at cost, i.e. at the fair value of tresteration paid for it upon acquisition. Afteitial
recognition, investments in subsidiaries, assogiat® joint ventures are carried at cost less rapgirment
recognised.

When there is any indication that an investment b&impaired or at least at each financial year-trel
Group tests the investments for impairment by estiimg their recoverable amounts (see polinpairment
of assefs Impairment losses are recognised in the incdaterment in finance expenses.

Dividends distributed by subsidiaries, associatebsjaint ventures are recognised in finance incarhen
the right to receive payment is established. Divitedistributed from this portion of a subsidiary’s
associate’s or joint venture’s equity which accusted before the date of acquisition are not resaghas
income. Instead, they are accounted for as a rietuet the investment.

NOTE 5. Financial risk management

The Group'’s risk management process is based gorémeise that success depends on ongoing moniforing
accurate measurement and effective mitigation @fitks faced by the Group. The main objectivasi r
management is to prevent any damage or loss tolt mopardise the Group’s equity and continuous
operation. The success of financial risk managensamipresented by changes in liquidity, interast,r
exchange rate and credit risk exposures and fhiesaompared with the maximum possible ones.

The Group establishes risk hedging policies andémpnts controls and activities that are aimed at
identifying, measuring and monitoring risks andoeising risks across time, activities and geogigbhi
areas. Risk hedging policies and activities ardemgnted by the boards of Group entities. The Imard
overseen by the supervisory councils. A councilthatleast four times a year. The councils of
subsidiaries are generally composed of membetsedParent company’s board of directors and, ifelzee
minority shareholders, representatives of therdatte
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Use of financial instruments exposes the Groupédallowing risks:

e Credit risk
« Liquidity risk
* Market risk

Credit risk

Credit risk is the risk that a customer or couraetypto a financial instrument will cause a finaddoss for
the Group or a subsidiary, associate or jointlytiegied entity will cause a financial loss for tRarent
company by failing to discharge its obligationseT&roup’s credit risk arises principally from racgles
from customers, investments and warranties andagiees issued to counterparties.

Credit risk management involves both preventivéviigs (analysis of the creditworthiness of
counterparties) and the limitation of the concerdraand accumulation of risks. Group entities perf
transactions only with those counterparties thaetmeen considered creditworthy by management.
Transaction parties have to settle immediatelynoorder to obtain credit, customers and countéigsar
have to put up additional collateral. The maximuedd risk exposure is represented by the carrying
amounts of cash and cash equivalents, warrandesiviables and other financial assets, which adatied
in note 30.

Liquidity risk
Liquidity risk is the risk that the Group will nbe able to meet its financial obligations as tralydue. The
Group’s liquidity risk arises principally from lidlties to banks, leasing companies and suppliErse

funds are held in highly liquid interest-bearing mag market instruments issued by banks. The Group’s
liquidity is affected, first and foremost, by thalbwing factors:

« the capability of Group entities to generate indej@mt net operating cash inflow and the
dependence of the capability on the seasonal nafwenstruction activity (the solvency of
customers and / or counterparties)

« the volume and pace of acquiring new investments

» the pace of expansion in new markets

Short-term liquidity management is based, first Bordmost, on Group entities’ approved annual btgige
and investment plan¥he main tools for short-term liquidity managemard the group accounts which
pool the funds of Group entities and help mitigsgasonal fluctuations in Group entities’ liquidi®ther
short-term financing needs are satisfied with oradtdacilities provided by banks.

Long-term liquidity management is primarily influssd by investment decisions. In making investment
decisions, the Group tries to avoid the emergeho@en positions (i.e. where the payback periodrof
investment exceeds the duration of financing olet@in

For further information on the Group’s liquiditylepse refer to note 30.
Market risk

Market risk is the risk that changes in marketgsiwill affect the Group’s income or the valuetsf i
holdings. Changes in foreign exchange rates, isiteates and the cost of capital affect the Groiqreme
and the value of its financial instruments.

Currency risk is the risk that the Group will inautoss due to unfavourable changes in the exchatee
of other currencies against the Estonian kroon.cEmtral bank has pegged the Estonian kroon teuhe
at a fixed exchange rate of 1 euro = 15.6466 kroonsther markets where the Group operates (exoept
Ukraine) the exchange rate of the local curren@jresy the euro is also fixed. Thus, approximat@yd 15
per cent of the Group’s operations involve a cuwyeisk. Owing to low exposure, the Group has not
implemented any hedging instruments to countetacturrency risk. The Group’s currency risk expesur
are described in note 30.

Interest rate risk is the risk that a change iarest rates and / or settlement periods will hasigmificant
impact on the Group’s performance. The Group do¢sise hedging instruments to counteract the istere
rate risk. Receivables and liabilities with fixaadefloating interest rates are presented in note 30
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Country risk

In 2008, the Group earned 11 per cent of its regeémikraine and at 31 December 2008 the Ukrainian
assets accounted for 10 per cent of the Group’sdiiniated assets (see note 23). In the light oftbleal
economic crisis, the Ukrainian economic situaticayrbe considered relatively weak both in the shamd
medium-term perspective. The Group’s managemergvad that the Group’s financial instruments that a
related to Ukraine carry a high risk and the prdigthat their value may decrease in the forebéma
future is above average (see note 30).

Fair value

Financial instruments

The Group entities’ main financial assets and litdss are recognised in the balance sheet. The®Gi®
not aware of any significant off-balance sheetriial assets or liabilities. Due to the accountngd
reporting policies applied, the carrying amountfirdincial assets and liabilities do not differrsfgcantly
from their fair values.

For disclosure purposes, fair values have beemrdigted as follows:

« Financial assets financial assets at fair value through profitass comprise unlisted equity
instruments whose fair value at the balance shaetwlas estimated by reference to their existing
sales contracts.

» Other receivables and prepayments — the fair \@la¢gher receivables and prepayments (except for
items related to active construction contracts) eetermined as the present value of their future
cash flows discounted at the market interest riatfeeabalance sheet date. Non-current fixed-interes
financial assets were discounted by comparing tkeage market interest rate with their fixed
interest rate at the balance sheet date.

« Financial liabilities — the fair value of financilgbilities was determined based on the preselneva
of future principal and interest payments. Accogdio management’s assessment, the carrying
amounts of short-term financial liabilities do mliffer significantly from their fair values because
the items are current. Non-current fixed-inter@sricial liabilities were discounted by comparing
the average market interest rate with their fixgdriest rate at the balance sheet date.

For a comparison of the fair values and carryingambs of financial instruments, please refer teergf.

Investment property

Plots, buildings and other items of real estate lthae been classified as investment properties are
measured at their fair values. Among other meamsyélue is determined by reference to the inddpah
expert opinions of qualified real estate appraideasr value is determined using the following noetst

» Discounted cash flow analysi® calculate the value of a property’s discourdgash flows, the
appraiser forecasts the property’s future rentadrime (including rental per square metre and the
occupancy rate) and operating expenses. Dependititgederms of the existing lease (whether and
how easily the lease can be terminated by thedgsse appraiser will base the projections on
either the property’s existing cash flows or theketis current average cash flows for similar
properties. The present value of the future néet flasv is found by applying a discount rate which
best reflects the current market assessments tihtleevalue of money and the risks specific to the
asset. The discount rate is selected based onaheetis average capital structure. The discounted
cash flow method is used to determine the valyg@berties that generate stable rental income.

» Sales comparison methathder this method, the market value of a propertietermined by
reference to the price per square metre agreednsdactions performed with similar properties.
This method is used to determine the value of ptagsethat do not generate rental income but are
held for development or capital appreciation. Astifansactions selected for comparison are
practically never identical with the property beiwajued, their prices are adjusted to reflect
differences in time, location, size and detaileghplApplication of this method assumes that a
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sufficient number of arm’s length transactions veiimilar properties have been or are being
performed in the area in which the property is fedat the time the valuation is performed.

» A contract under the law of obligatiofie fair value of properties which at the balartoees date
have been sold by a contract under the law of atitigs but whose real right contract has not yet
been signed is determined based on the salesgfribe property in the contract under the law of
obligations. The method is used for determiningfétievalue of a property only when the Group
has reasonable assurance that the related reatagtiact will be concluded under the same terms
and conditions (e.g. the buyer has made a subgtanépayment by the balance sheet date or the
real right contract is concluded after the balastoeet date but before the date management
authorises the financial statements for issue).

All investment properties whose values were deteechiusing the discounted cash flow method are
presented in the balance sheet as of 31 DecembB8ra2@heir fair values. The technique can be edpli
reliably also under stressed market circumstaneeatuse the value of a property is determined kereate
to real active rental contracts that generateaasth inflow (rental payments) and real cash outflow
(property management expenses). As a result ofghiation, the total value of relevant propertiesw
written down by 11,530 thousand kroons (7,369 thod<suros). The write-down is mainly attributalole t
changes in the terms and conditions of rental ectgrand the discount rate which reflects the asmd
risks of the real estate market.

The Group commissioned an opinion from internatigrr@cognised real estate appraisers regarding the
fair values of the Group’s investment propertieat #ire measured under the sales comparison médthed.
Group applies the method to properties that d@geoerate rental income, that are not being devdlope
(there is no detailed plan and/or no business gaagtively marketed, and in respect of which@reup
has not received any purchase bids.

The Group defines fair value in accordance with #8nvestment PropertyAccording to the definition,
fair value can be determined if there are two irthelent, knowledgeable, willing parties that arsoeably
informed about the nature and characteristics®ptioperty and are motivated but not compelled (bage
is no need for a quick sale) to perform the trafisacThe fair value of investment property spexifiy
excludes an estimated price inflated or deflatedg®scial terms or circumstances such as atypical
financing, sale and leaseback arrangements, speciaiderations or concessions granted by anyone
associated with the sale.

Under IFRS the best evidence of the fair valusweéstment property is given by current prices iraetive
market for similar property (e.g. properties thaté not been developed) in the same location andition
(e.g. properties without a detailed plan).

The Group uses the sales comparison method forumegdhe value of six properties, four of themataxl
in western Estonia near Parnu, one on the islatmtliofnaa and one in Tartu. Application of the teicjue
assumes the existence of comparable transactidhsiwiilar properties in the same area. In thegorg
the appraisers state the following:

« During the past one and a half years, the realeestarket has experienced a rapid downturn
characterised by a significant decrease in the eumbtransactions performed. The sharpest
decline has occurred in the sector of unimprovetsgvacant plots where no construction activity
has been performed), which has been severely hftdogredit crunch that has reduced both
developers’ and potential buyers’ financing options

* Inthose areas where the Group’s plots are locai@usactions with unimproved properties have
dropped significantly. For example, in Parnu orytansactions were performed throughout 2008
and the transactions involved properties of diffieesignated purposes (e.g. residential,
commercial and industrial land). In view of the exbe developments in the real estate market in
2008, it is highly probable that the transactiondude forced sales that do not correspond to the
definition of a free and willing transaction.

» The reliability of transaction prices is materialigdermined by the fact that statistically the ager
unit price of transactions performed in Parnu Cpum®2008 counter-intuitively increased by 8 per
cent compared with 2007.
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Because of the above, the appraisers of the redkasompany that performed the valuation decidgdm
express an opinion on the fair value of the Group/estment properties that are measured usingaies
comparison method. In their opinion, the informatavailable in the market was so unreliable theidt
not allow determining fair value as defined in tladuation and accounting standards.

The Group’s management is of the opinion that enltimg term perspective the fair value of the Gisup
investment properties has not decreased. Managetoestnot wish to perform indirect valuations by
reference to average indicators (e.g. the 8 pdrioerease in unit price) if there is no reliabioirmation
on the value of a particular property because ptesv/izaluations have been based on estimates tmat ha
been considered reliable by real estate appraisers.

Capital management

The board'’s policy is to maintain a strong cafi@se so as to maintain investor, creditor and marke
confidence and to sustain development of the besine

The board pursues a conservative capital managgroBoy by maintaining gearing at below 20 per cent

EEK 000 EUR '000

2008 2007 2008 2007
Total interest-bearing liabilities 554,527 399,580 35,441 25,538
Cash and cash equivale -29€,184 -23€,112 -18,93C -15,09C
Net interes-bearing liabilitie: 25€,34%= 165,46€ 16,511 1C,44¢&
Total equity 863,312 809,592 55,176 51,742
Invested capital (interest-bearing 1,417,839 1,209,172 90,617 77,280
liabilities + equity)
Gearing ratio * 18% 14% 18% 14%

* Gearing ratio = net interest-bearing liabilitiesrvested capital

Minimum capital requirements

At the balance sheet date, the Group had a lo@eagmt with Swedbank under which the Group is
required to maintain the equity ratio (equity taiegand liabilities) at 25 per cent or above (2@@8ual:
36.5 per cent; 2007 actual: 36.9 per cent; 2008a&icB34.9 per cent). In January 2008, the Groupredt
into a loan agreement with Danske Bank A/S Estohramch under which the equity ratio has to beadst
30 per cent.

The laws of the Parent company’s domicile provideimum requirements to a company’s equity. Under
the law, the equity of a public limited company taamount to at least half of its share capitalrimi less
than 400 thousand kroons (26 thousand euros).

In the reporting period the Group complied withahtractual and statutory capital and ratio rezjugnts.

Dividend policy

Dividend policy plays a significant role in the Gpis capital management. To date, the amount of a
dividend distribution has been determined by refeeeto:

« The dividend expectations of the majority sharebolS Nordic Contractors
« The general rates of return on the (Estonian) gezsimarket

« The optimal ratio and volume of debt and equityitedythat is required for the Group’s profitable
growth and sustainable development
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NOTE 6. Changes in the structure of Nordecon Intmational Group

Scope of consolidation

The consolidated financial statements of Nordecterhational as at and for the year ended 31 Deeemb
2008 comprise 23 subsidiaries, 12 of them operatifigstonia. As at 31 December 2007, the Grouplitad
subsidiaries including 10 in Estonia. Changes énstope of the subsidiaries’ consolidation arelaksel in
this note.

Significant subsidiaries as of balance sheet date:

Name of subsidiary Country of Ownership interest Ownership interest
incorporation 2008 (%) 2007 (%)
AS Nordecon Ehitus Estonia 100 100
AS Nordecon Infra Estonia 100 100
AS Eston Ehitu Estonic 52 52
OoU Eurocol Estoni: 64 64
OU Mapri Projekt Estonia 52 52
SIA Nordecon Infra Latvia 56 -
TOV Evurocon Ukrain: Ukraine 64 61

Information on interests in associates is preseintedte 12.

Business combinations
Acquisition of SIA Nordecon Infra

On 2 May 2008, AS Nordecon Infra’s (formerly AS Asgubsidiary OU Kaurits (AS Nordecon Infra’s
interest in OU Kaurits is 52 per cent) sold a 66qaat stake in SIA Nordecon Infra (formerly SIA
Abagars); AS Nordecon Infra acquired 56 per cedttae minority shareholder an additional 10 pet oén
the interest in SIA Abagars. The interest acquing@dS Nordecon Infra cost 7,814 thousand kroon9 (49
thousand euros). The resulting gain from divestroéassociate to third parties resulted 4,936 thods
kroons (315 thousand euros).

Through the transaction AS Nordecon Infra gainettra of SIA Nordecon Infra and its subsidiaries.
Accordingly, since the transaction the entity hasrbconsolidated line-by-line

Net assets of SIA Nordecon Infra at the date otisitipn:

EEK 000 EUR 000
Pre-acquisition Total fairRemgnised valu Preacquisitior Total fair Recognised value

carrying value on acquisitio carrying value on acquisition

amount  (100%) (56%; amount (100%) (56%)
Current asse 12€59¢  12€,59¢ 72,01¢ 8,21¢ 8,21¢ 4,602
Non-current asse 31,331 31,331 17,545 2,002 2,00z 1,121
Current liabilities -141,652 -141,652 -79,325 -9,053 -9,053 -5,070
Non-current liabilities -14,792  -14,792 -8,283 -945 -945 -529
Minority interes -1,601 -1,601 -897 -102 -102 -57
Net identifiable
assets and liabilities 1,886, 1,886 1,056 121 121 67
Unrealised intré
Group sales gain 4,063 260
Goodwill 2,695 172
Cos 7,814 49¢
Paid in cas* 7,814 49¢

* As an intra-Group transaction, the acquisitiorSé Nordecon Infra has not been included in tlaeshent of cash
flows.

The revenue and net profit generated by SIA Nordédofra from the date of the business combinatiotil u
the end of 2008 amount to 229,757 thousand krabh&84 thousand euros) and 6,827 thousand kroons
(436 thousand euros) respectively. If the busigessbination had occurred at the begsmrilpyg of 2008,
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Group’s consolidated revenue and consolidatedtprafilld have been 310,467 thousand kroons (19,842
thousand euros) and 8,056 thousand kroons (515&hdueuros) larger respectively.

In connection with the acquisition and the linelime consolidation of SIA Nordecon Infra, the Group
acquired goodwill of 8,288 thousand kroons (53QHamd euros) recognised in the balance sheet of SIA
Vides Tikli, a subsidiary of SIA Nordecon Infra.

Acquisition of minority interests
Acquisition of the minority interest in Eurocon Wkne TOV

On 5 February 2008, OU Eurocon acquired from aividdal a 4 per cent stake in its subsidiary Euroco
Ukraine TOV, raising its interest in the entity00 per cent.

Net assets of Eurocon Ukraine TOV at the date gfisdion:

EEK '000 EUR 000
Total fair Recognised valt Total fair Recognised valt
Pre-acquisition value on acquisitio  Pre-acquisition value on acquisitio
carrying amount  (100%) (4%) carrying amount  (100%) (4%)
Current asse 131,391 131,391 5,25€ 8,397 8,397 33¢€
Non-current assets 42,647 42,647 1,706 2,726 2,726 109
Current liabilities -77,499 -77,499 -3,100 -4,953 4,953 -198
Non-current
liabilities -74,100 -74,100 -2,964 -4,736 -4,736 891
Net identifiable
assets and liabilities 22,439 22,439 898 1,434 1,434 57
Goodwill -163 -10
Cost 735 47
Paid in cas 73E 47

The business combination gave rise to negativewilaaf 163 thousand kroons (10 thousand euros),
which has been recognised as finance income indhsolidated income statement.

Acquisition of a minority interest in OU Eurocon

On 12 February 2008, AS Nordecon Internationalh@tdate of the transaction AS Eesti Ehitus) aegua
2.5 per cent stake in OU Eurocon from a minoritgreholder, increasing its holding in OU Euroco®6ob
per cent.

Net assets of OU Eurocon at the date of acquisition

EEK '000 EUR '000
Pre-acquisition Total fait Recognised valt Pre-acquisition Total fair Recognised valt

carrying value  on acquisitio carrying value on acquisitio

amount (100%) (2.5%. amount (100%) (2.5%)
Current asse 14£,61€ 14E61€ 3,64C 9,307 9,307 23¢
Non-current asse 89,634 89,634 2,241 5,72¢ 5,72¢ 14:=
Current liabilities -91,950  -91,950 -2,299 -5,877 5,877 -147
Non-current
liabilities -111,765 -111,765 -2,794 -7,143 -7,143 -179
Net identifiable
assets and liabilities 31,537 31,537 788 2,016 2,016 50
Goodwill 6,655 425
Cost 7,443 476
Paid in cas 7,445 47¢€

On 4 April 2008, the share capital of OU Eurocorsacreased with an additional contribution of 8,30
kroons (211 euros) made by an individual. As altethe Group’s interest in the subsidiary OU Eunoc
decreased to 64 per cent.
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Acquisition of a minority interest in OU Kaurits

On 20 May 2008, AS Nordecon Infra (formerly AS Aspirrchased a 14 per cent interest in its subgidiar
OU Kaurits from the minority shareholder, taking fiiolding in OU Kaurits to 66 per cent; the investin
cost 12,000 thousand kroons (767 thousand euros).

Net assets of OU Kaurits at the date of acquisition

EEK '000 EUR '000
Total fair Recognised val Total fair Recognised valt
Pre-acquisition value on acquisitio  Pre-acquisition value on acquisibn
carrying amount  (100%) (14%. carrying amount (100%) (14%)
Current asse 24,384 24,384 3,414 1,55¢ 1,55¢ 21¢
Non-current
assets 88,067 88,067 12,329 5,629 5,629 788
Current
liabilities -28,462 -28,462 -3,985 -1819 -1,819 525
Non-current
liabilities -49,536 -49,536 -6,935 -3,166 -3,166 434
Net identifiable
assets and
liabilities 34,453 34,453 4,823 2,202 2,202 308
Goodwill 7,17¢€ 45¢
Cost 12,000 767
Paid in cash 12,000 767

The acquisition of an additional interest by AS d8lelmon Infra brought about changes in the manageofient
OU DSN Ehitusmasinad, a subsidiary of OU Kaurite] s June 2008 AS Nordecon Infra gained control of
the entity. OU DSN Ehitusmasinad has been accoufoteas a subsidiary and has been consolidated line
by-line since 1 July 2008. In connection with tieguisition of OU DSN Ehitusmasinad, the Group’s
goodwill increased by goodwill of 8,289 thousandddas (530 thousand euros).

Amounts paid in cash on the acquisition of subsigsaand minority interests

The amount presented in the statement of cash flovespect of the acquisition of subsidiaries coggs
the following items:

EEK '000 EUR '000

Paid in 2008  Paid in 2007 Paid in 2008 Paid id720 Year of acquisition
OU Mapri Projekt 0 -1,025 0 -66 2005
OU Kaurits -12,00( -8,20( -767 -524 2006;200¢
AS Eston Ehitus* -187,235 0 -11,966 0 2007
TOV Eurocon Ukraine -735 0 -47 0 2008
OU Eurocon -7,443 0 -476 0 2008
SIA LCB** -7,97¢ 0 -51C 0 200¢
Total cash outflow -215,387 -9,225, -13,766 -590
Cash inflow on acquisition 4,056 25,661 259 1,640
Total net cash flow -211,331 16,43€ -13,507 1,05C

* Participation in AS Eston Ehitus was acquire@@97 last quarter. Payments made in current peeiate
to conditions set out in the share purchase agneeme

** Prepayment for the subsidiary SIA LCB that waxjaired after the balance sheet date. The payment
includes capitalised transaction costs of 178 thodkroons (11 thousand euros).
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Establishment of subsidiaries
Establishment of Instar Property OU

On 18 February, OU Eurocon established a whollyemvsubsidiary — Instar Property OU. At the date of
establishment, the share capital of Instar Progetywas 40,000 kroons (3 thousand euros). Instaperty
OU has established a subsidiary TOV Instar Properitykraine.

Establishment of MP_Ukraine TOV

On 8 September 2008, OU Mapri Projekt and TOV Eomddkraine established TOV MP Ukraine, a
company domiciled in Ukraine. The ownership inteafsOU Mapri Projekt is 95 per cent and that of
Eurocon Ukraine TOV 5 per cent. The share capdatribution was 53 thousand Ukrainian hryvnas which
at the exchange rate of the date of the transaetioalled 121 thousand kroons (8 thousand euros).

Participation in joint ventures
In 2008 the Group participated in three joint veesu

Tallinn Airport — partnership contract |

The Group patrticipated in the rehabilitation oflifed Airport airside area under a partnership cacttrThe
project was under the joint control of three partiehe Group’s share in the profit of the contrveas one
third. Each party was responsible for the deliveang risks of the contract to the extent of its sharthe
venture. The penalty for a deliberate breach ofrashwas 100 thousand euros. The constructionepbfas
project was completed in 2008.

Vaida-Aruvalla road — partnership contract Il

In addition, the Group patrticipated in the condinrcof the Vaida-Aruvalla road under a partnership
contract. The project was under the joint contfdbar parties. The Group’s share in the profitiué
contract was one fourth. Each party was responfiblihe delivery and risks of the contract to éxéent of
its share in the venture. The construction phaggaéct was completed in 2008.

Koidula railway border station — partnership cocitidl

The Group is also involved in the constructionhef Koidula railway border station under a partnigrsh
contract (signed in 2008). The project is undercitrgtrol of three parties. Each party is respoedibt the
delivery and risks of the contract to the extent®thare in the venture. The contract is not kyjdavided
between the partners. On behalf of the Group, theq is performed by AS Nordecon International an
AS Nordecon Infra. The Group’s share of the contiapproximately 62 per cent.

Venture partners did not establish companies feprformance of the above contracts. Therefordy ea
venturer has recognised in its financial statemtrgsssets it controlled/controls, the liabilitsesl
expenses it has incurred, and the share of incbateatthas earned, and the consolidated financial
statements have not been adjusted or subjected/tadalitional consolidation procedures.

EEK '000 EUR 000 EEK '000 EUR 000 EEK '000 EUR ‘@0

Partnership contrac Partnership contract Partrership contract |
Totalincome 105,12k 6,591 127,28C 8,13E 14,294 914
Including 2008 18,791 1,201 41,009 2,621 14,294 14 9
Total expense 88,07¢ 5,62¢ 122,131 7,80€ 13,45¢ 86C
Including 2008 12,551 802 46,778 2,990 13,459 860
Receivables at 31 December 2008 5,032 322 1,077 69 30,967 1,979
Including from venture partne 0 0 1,077 69 0 0
Payables at 31 December 2008 7,139 456 13,786 881 ,6622 170
Including to venture partners 0 0 13,786 881 0 0
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EEK '000 EUR '000 EEK '000 EUR '000
Partnership contract | Partnership contract Il
Total income 84,334 5,390 86,271 5,514
Including 2007 78,457 5,014 86,271 5,514
Total expense 75,52¢ 4,82 75,35 4,81¢
Including 2007 69,892 4,467 75,353 4,816
Receivibles at 31 December 2C 29,32 1,87¢ 59,98¢ 3,83¢
Including from venture partne 29,32 1,87¢ 37,09: 2,371
Payables at 31 December 2007 26,722 1,708 58,683 7513,
Including to venture partne 0 0 43,16 2,75¢
NOTE 7. Cash and cash equivalents
EEK 000 EUR '000
As at 31 December 2008 2007 2008 2007
Current accounts 166,184 44,725 10,621 2,858
Term deposits with a short maturity 130,000 191,387 8,309 12,232
Total cash and cash equivalents 296,184 236,112 18,930 15,090

The amounts in current accounts are placed in ayltrdeposits. The interest rates of the Group’s
overnight deposits range from 5.35 to 5.80 per pentyear.

The interest rates of the Group’s term depositgedrom 6.20 to 7.75 per cent per year.

The Group’s exposure to the interest rate riskaadnsitivity analysis of the Group’s financialetssand

financial liabilities are disclosed in note 30.

NOTE 8. Receivables and prepayments

Trade receivables

EEK '000 EUR '000
As at 31 December 2008 2007 2008 2007
Trade receivables 482,046 529,593 30,808 33,847
Allowance for impairmer -8,111 -17,77¢ -51¢ -1,13¢
Total trade receivables 473,935 511,819 30,290 32,711
Changes in the impairment allowance:
EEK '000 EUR 000

2008 2007 2008 2007
Opening balance -17,774 -1,892 -1,136 -121
Reversal of impairment losses (recovery of impaitechs) 19,327 588 1,235 38
Impairment losses on receivat -10,29€ -18,01C -65€ -1,151
Items considered irrecoverable during the pe 632 1,54C 40 98
Closing balance -8,111 -17,774 -518 -1,136
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Other receivables and prepayments

EEK '00C EUR '00C
As at 31 Decemb Note 200¢ 2007 200¢ 2007
Due from customers for contract w 24 17€,33C 10€,37¢ 11,27C 6,79¢
Receivables from companies of Nordic Contractors 34 52,726 53,379 3,370 3,412
Group
Receivables from associates 34 23,824 26,681 1,523 1,706
Loans to associates (including intere 34 11,24% 8,341 71¢ 53¢
Prepayments for servic 18,47¢€ 12,02¢ 1,181 76¢
Retentions receivable 24 27,897 42,872 1,783 2,740
Loans to legal persons 40,853 0 2,611 0
Prepaid taxe 28,727 10,03¢ 1,90C 642
Prepaid expenses 10,050 2,528 642 162
Accrued income 1,237 134 79 9
Miscellaneous receivables and prepayments 16,174 0 1,033 0
Total other receivables and prepayments 408,541 2381 26,110 16,769

Retentions receivable comprise amounts of prodmdissys withheld by customers in accordance with t
terms of construction contracts. The amounts veltécovered within 12 months after the balancetshee
date.

Loans to non-Group legal persons (including int@resal 40,853 thousand kroons (2,611 thousandsur
principal payments receivable amount to 37,778ghod kroons (2,414 thousand euros).

Miscellaneous receivables and prepayments inclygte@ayment of 7,796 thousand kroons (496 thousand
euros) made for the acquisition of the Latvian campSIA LCB. For further information, please retier
note 35.

The Group’s exposure to the credit and currendsgnislated to receivables is disclosed in note 30.

NOTE 9. Deferred tax assets

Deferred tax assets are attributable to the folhowialance sheet items:

EEK '000 EUR '000
As at 31 December 2008 2007 2008 2007
Other receivables and prepayments 776 1,905 50 122
Total deferred tax assets 776 1,905 50 122

It is probable that the deferred tax assets casffbet in the next financial year against the Grsupcome
tax liabilities.

Changes in temporary differences:

Other receivables and prepayments EEK '000 EUR "000
Balance at 1 January 2007 1,051 65
Recognised in the income staten 89C 57
Balance at 31 December 2007 1,905 122
Recognised in the income statement -1,129 -72
Balance at 31 December 2008 776 50
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NOTE 10. Inventories

EEK 000 EUR '000
As at 31 December 2008 2007 2008 2007
Raw and other materials 46,069 35,701 2,944 2,282
Work in progress 51,717 200,303 3,305 12,802
Finished gooc 135,621 0 8,54C 0
Property held for resale 126,498 125,201 8,085 2,00
Prepayments to materials suppliers 28,828 32,324 8421, 2,066
Total inventories 386,733 393,529 24,717 25,151

Raw and other materials comprise materials acquimedonstruction projects and road maintenance. No
inventories were written down in the reporting dopperiod.

Work in progress comprises the costs related tgtooction contracts active at the balance sheet dat
Work in progress:

EEK 000 EUR 000
As at 31 December 2008 2007 2008 2007
Costs related to apartment houses 22,466 194,602 4361, 12,437
Other construction projects 29,251 5,701 1,869 365
Total 51,717 200,303 3,305 12,802

Finished goods comprise apartments (units in rgtate projects) completed but not yet sold. Basesktes
transaction performed with similar assets durirgpariod close to the balance sheet date, thecaktable
value of the assets exceeded their carrying amamiat 31 December and therefore there was no peed f
recognising an impairment loss.

At the reporting date, properties acquired for leesatalled 126,498 thousand kroons (8,085 thousand
euros) (31 December 2007: 125,501 thousand kr&®D82 thousand euros). In the reporting period, the
Group acquired additional properties of 7,002 tlodskroons (448 thousand euros) and properties7665
thousand kroons (365 thousand euros) were trapdféorwork in progress in connection with the
commencement of construction activity.

NOTE 11. Non-current assets held for sale

EEK '00C EUR '00C
As at 31 Decemb 200¢ 2007 200¢ 2007
Investment proper 0 19€ 0 13
TOV European House 0 5,706 0 365
TOV Passage Theatre 0 37,458 0 2,394
Total 0 43,362 0 2,771

The investment in the Ukrainian company TOV Europdause was sold in July 2008. Sales gain
amounted to 3 136 thousand kroons (200 thousard)eur

In 2008 TOV Eurocon Ukraine completed the salé61.3 per cent stake in the Ukrainian company TOV
Passage Theatre, which at the end of 2007 wasfidsss a non-current asset held for sale. Saesan

the transaction amounted to 7,399 thousand krabfsthousand euros). After the transaction the
remaining shareholding of TOV Eurocon Ukraine in\TBassage Theatre was 27 per cent. Of which 24
per cent was sold in December 2008 (see note 12).

NOTE 12. Long-term investments

EEK '00C EUR '00C

As at 31 Decemb 200¢ 2007 200¢ 2007
Investments in associa 5,927 45,17( 37¢ 2,887
Long-term loans to associates (including intel 34 105,01! 54,55 6,71z 3,48¢
Miscellaneous long-term receivables 706 6,353 45 06 4
Long-term trade receivables 206 5,198 13 332
Othellong-terrr investment 751 414 48 26
Total long-term investments 112,605 111,686 7,197 7,138
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The Group'’s interests in associates:
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The Group’s indirect interest

Associat Domicile 31 Decembe200¢ 31 Decembe200 Business activit
TOV Technopoli-2 Ukraine 32% 31% Real estate developmi
TOV V.I. Cente Ukraine 28% 32% Real estate developmi
TOV EA Reng Ukraine 0% 31% Design
TOV Baltik Development Ukraine 0% 31% Real estate development
TOV Passage Thea Ukraine 0% 18% Real etate developme
OU Kastani Kinnisvar: Estoni: 26% 26% Real estate developmi
SIA Nordecon Infra Latvia 0% 34% Environmental artidity
engineering
OU DSN Ehitusmasin Estonie 0% 34% Sale and maintenance
construction machinery and
equipment
OU Sepavara Estonia 27% 27% Real estate development
OU Kalda Kodt Estonit 23% 23% Real estate developmi
OU Crislivince Estoni: 18% 18% Real estate developmi

Financial information on the associates and thaevaf the investments:

EEK '000 31 December 2008 2008 31 December 2008

Profit/  Value of investment in the
Associate Assets  Liabilities Equity Revenue loss Group’s balance sheet
TOV Technopoli-2 7,687 19,64z -11,95% 207  -12,73Z 0
TOV V.I. Center 145,955 204,913 -58,958 0 -83,770 0
OU Kastani Kinnisvara 29,999 41,583 -11,584 1,735 -8,629 0
OU Sepavat 6,272 6,201 72 0 -16 36
OU Kalda Kodt 54,16¢ 54,12¢ 39 0 -23 17
OU Crislivinca 93,190 80,305 12,885 10,632 -3,684 5,874
Total 337,272 406,773 -69,501 12,574 -108,854 5,927
EUR '00C 31 Decerber 200! 200¢ 31 December 20(

Profit/ Value of investment in th
Associate Assets  Liabilities Equity Revenue loss Group’s balance sheet
TOV Technopolis-2 491 1,255 -764 13 -814 0
TOV V.I. Center 9,328 13,096 -3,768 0 -5,354 0
OU Kastani Kinnisvari 1,917 2,65¢€ -74C 111 -551 0
OU Sepavara 401 396 5 0 -1 2
OU Kalda Kodu 3,462 3,459 2 0 -1 1
OU Crislivinca 5,956 5,132 824 680 -235 375
Total 21,556 25,998 -4,442 804 -6,957 379
EEK '000 31 December 2007 2007 31 December 2007

Profit / Value of investment in
Associate Assets Liabilities Equity Revenue loss the Group’s balance sheet
TOV Technopoli-2 9,07t 13,832 -4,75€ 0 -13¢ 6,612
TOV V.l.Cente 30,973 32,75¢ -1,78E 0 -2,347 1C,59¢
TOV EA Reng 3,950 2,954 996 13,648 1,284 304
TOV Baltik Development 23,224 25,067 -1,843 0 -1,964 21
TOV Passage Thea 11¢,511 22,31¢€ 96,19t 0 -1,37¢ 9,892
OU Kastani Kinnisvar: 34,58C 37,53¢ -2,95E 23,832 -2,331 0
SIA Nordecon Infra 104,156 101,892 2,264 101,168 -8,842 0
OU DSN Ehitusmasinad 22,476 16,807 5,669 55,094 3,166 10,545
OU Sepavat 5,88¢€ 5,80C 88 0 -12 44
OU Kalda Kodt 51,303 51,241 62 0 -12 27
OU Crislivinca 100,555 83,986 16,569 277 20 7,127
Total 504,691 394,189 110,502 194,017 -12,551 45,170
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EUR '00C 31 Decembe2007 2007 31 Decembe2007
Profit / Value of investment i
Associate Assets Liabilities Equity Revenue loss the Group's balance sheet
TOV Technopolis-2 580 884 -304 0 -9 423
TOV V.l.Center 1,980 2,094 -114 0 -150 677
TOV EA Reng 252 189 64 872 82 19
TOV Baltik Developmer 1,484 1,602 -11€ 0 -12¢ 1
TOV Passage Thea 7,574 1,42¢ 6,14¢ 0 -88 632
OU Kastani Kinnisvara 2,210 2,399 -189 1,523 -149 0
SIA Nordecon Infra 6,657 6,512 145 6,466 -565 0
OU DSN Ehitusmasin 1,43¢€ 1,074 362 3,521 20z 674
OU Sepavara 376 371 6 0 -1 3
OU Kalda Kodu 3,279 3,275 4 0 -1 2
OU Crislivinca 6,427 5,368 1,059 18 1 455
Total 32,256 25,193 7,062 12,400 -802 2,887
The Group’s share of profit or loss of associates
EEK '000 2008 2007
Recognised/recorded Recognised/recorded
Profit / loss in the off the Profit / loss in the off the
under the consolidated balance under the consolidated balance

equity method income statement sheet

equity method income statement sheet

TOV Technopoli-2 -6,365 -6,162 -208 -42 -42 0
TOV V.l.Center -36,859 -7,759  -29,100 -751 -751 0
TOV Passage Theatre -5,945 -5,945 0 0 0 0
TOV EA Ren¢ 0 0 0 304 304 0
TOV Baltik Developmer 0 0 0 -60< -37  -56€
OU Kastani Kinnisvara -4,314 -3,633 -681 -880 0 808
SIA Nordecon Infra 0 0 0 -3,436 -3,190 -246
OU DSN Ehitusmanac 17 17 0 54& 54t 0
OU Sepavat -8 -8 0 -6 -6 0
OU Kalda Kodu -10 -10 0 -5 -5 0
OU Crislivinca -1,253 -1,253 0 7 7 0
Total -54,737 -24,753  -29,984 -4,867 -3,175 -1,692
EUR '00C 2008 2007
Recognised/record Recognised/record
Profit / loss in the off the Profit / loss in the off the
under the consolidated balance under the consolidated balance
equity method income stateme sheet equity method income statement sheet

TOV Technopoli-2 -407 -394 -13 -3 -3 0
TOV V.l.Cente -2,35€ -49¢ -1,86C -48 -48 0
TOV Passage Theatre -380 -380 0 0 0 0
TOV EA Reng 0 0 0 19 19 0
TOV Baltik Developmer 0 0 -39 -2 -36
OU Kastani Kinnisvari -27€ -232 -44 -56 0 -56
SIA Nordecon Infra 0 0 0 -220 -204 -16
OU DSN Ehitusmasinad 1 1 0 35 35 0
OU Sepavat -1 0 0 0 0
OU Kalda Kodt -1 0 0 0 0
OU Crislivinca -80 -80 0 0 0 0
Total -3,498 -1,582 -1,916 -311 -203 -108

OU Mapri Projekt has made a provision of 3,633 tama kroons (232 thousand euros) in the balaneg she
as of 31 December 2008 because it has a statuttigation to restore the negative equity of OU Kast

Kinnisvara. The equity will be restored in 2009¢(séso notes 19 and 35).
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The Group as a minority shareholder has no bindbiation to restore the associate’s negativetgqui
Therefore, relevant provisions have not been made.

Divestment of investments in associates

In July 2008 TOV Eurocon Ukraine sold its 50 pantcgake in the Ukrainian company TOV Baltik
Development. Financial gain from divestment wagl26,thousand kroons (1 690 thousand euros).
Subsequent to the transaction, the Group has ke sta’ OV Baltik Development.

In September 2008 TOV Eurocon Ukraine sold 8 pat otits interest in the Ukrainian company TOV .V.I
Center. Financial gain from divestment was 12,3#&2isand kroons (789 thousand euros). After, the
transaction, the Group’s indirect interest in TOM.\Center is 28 per cent.

In December 2008 TOV Eurocon Ukraine sold a 24cpet stake in the Ukrainian company TOV Passage
Theatre Financial gain from divestment was 12,8®0$and kroons (792 thousand euros). After the
transaction, the Group’s indirect investment in TB&sage Theatre is less than 2 per cent and bigeas
transferred to other long-term investments.

Long-term loans to associates

Information on loans granted to associates antieictiaterest receivables is disclosed in note 34.

Other long-term investments

Other investments comprise the Group’s 6.3 per ioglitect investment in AS E-Trading (through the
subsidiary AS Eston Ehitus) and the Group’s 1.9ceeit indirect investment in TOV Passage Theatre.

NOTE 13. Investment property

EEK 000 EUR '000

2008 2007 2008 2007
Investment property at 1 January 133,984 24,199 63,5 1,547
Acquisitions through business combinations 0 109,55 0 6,683
Transfers to non-current assets held for sale 0 8 -19 0 -13
Transfers to inventoris 0 -1,91¢ 0 -122
Transfers from property, plant and equipm 0 16¢ 0 11
Transfers to property, plant and equipment -5,671 0 -362 0
Acquisitions 0 1,818 0 116
Re-measurement to fair val -11,53C 5,351 =737 342
Investment property at 31 December 116,783 133,984 7,464 8,563

In the reporting period, the Group ended the ledselegal share in a property otherwise occupiethb
Group itself. During the lease term, the leasedpaut was accounted for as an investment prop@riythe
expiry of the lease, the part that used to be ateoufor as an investment property of 5,671 thodisan
kroons (362 thousand euros) was transferred togpiyyplant and equipment.

In 2008, the Group wrote down investment propeytyt b,530 thousand kroons (737 thousand euros)sltem
that were written down included properties whosevalue is measured using the discounted cash flow
method. The fair value of properties measured utingales comparison method could not be detedmine
reliably (for further information see note 5).

The period’s rental income on investment propediesunted to 3,503 thousand kroons (224 thousand
euros) and operating expenses totalled 1,724 thdusaons (110 thousand euros), yielding net rental
income of 1,779 thousand kroons (114 thousand euros

In 2007, rental income on investment propertiesiamexd to 630 thousand kroons (40 thousand euras) an
operating expenses totalled 226 thousand krooris@lssand euros), yielding a net rental income df 40
thousand kroons (26 thousand euros).

Properties that do not generate rental income didjive rise to any significant management expenses
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NOTE 14. Property, plant and equipment
Other items of

EEK '000 Land and Plantand property, plant Assets under

buildings  equipment and equipment construction Total
Cost
At 1 January2007 13577 25€,20¢ 42,444 34,573 34€,797
Acquisitions through business combinations 14 306 ,128 1,594 3,039
Additions 2,536 86,647 19,675 466 109,324
Disposals -168 -37,483 -17,912 -34,542 -90,105
Effect of movements in exchange r: 0 -39¢ -322 0 -71E
At 31 December 2007 15,959 305,280 45,010 2,091 368
Acquisitions through business combinati 80C 20662= 2,262 12,71: 36,43¢
Additions 14,354 67,907 10,813 -12,976 80,098
Transfer from investment property 5,671 0 0 0 5,671
Disposals 0 -26,516 -1,386 0 -27,902
Transfer. 0 -39¢ 39z 0 0
Effect of movements in exchange rates 0 -275 -30 0 -305
At 31 December 2008 36,784 366,666 57,061 1,828 32
Depreciation
At 1 January 2007 996 100,421 21,706 0 123,123
Depreciation charge for the year 400 50,815 9,450 0 60,665
Disposals 0 -25,230 -11,813 0 -37,043
Effect of movements in exchange rates 0 -99 -54 0 153-
At 31 December 2007 1,396 125,907 19,289 0 146,592
Depreciation charge for the year 891 58,404 11,109 0 70,404
Disposal: 0 -16,45: -1,52¢ 0, -17,97¢
Transfers -10 -309 309 0 -10
Effect of movements in exchange rates 0 31 6 0 37
At 31 December 200¢ 2,277 167,58C 24,18¢ 0 19¢€,04E
Carrying amount
At 1 January 2007 12,581 155,782 20,738 34,573 6223,
At 31 December 2007 14,563 179,373 25,721 2,091 7231
At 31 December 2008 34,507 199,086 27,874 1,828 2983

Other items of

EUR 000 Land and Plantand property, plant Assets under

buildings  equipment and equipment construction Total
Cost
At 1 January 20( 86¢ 16,37 2,713 2,21( 22,16¢
Acquisitions through business combinati 1 20 72 10z 194
Additions 162 5,538 1,257 30 6,987
Disposals -11 -2,396 -1,145 -2,208 -5,759
Effect of movements in exchange r: 0 -25 -21 0 -46
At 31 December 2007 1,020 19,511 2,877 134 23,541
Acquisitions through business combinati 51 1321 14E 813 2,32¢
Additions 917 4,34( 691 -82¢ 5,11¢
Transfer from investment property 362 0 0 0 362
Disposals 0 -1,695 -89 0 -1,783
Transfer 0 -25 25 0 0
Effect of movements in exchange r: 0 -18 -2 0 -19
At 31 December 2008 2,351 23,434 3,647 117 29,549
Depreciation
At 1 January 20( 64 6,418 1,387 0 7,86¢
Depreciation charge for the yi 26 3,24¢ 604 0 3,871
Disposals 0 -1,612 -755 0 -2,367
Effect of movements in exchange rates 0 -6 -3 0 -10
At 31 December 2007 89 8,047 1233 0 9,369
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Depreciation charge for the y 57 3,73 71C 0 4,50(C
Disposals 0 -1,052 -97 0 -1,149
Transfers -1 -20 20 0 -1
Effect of movements in exchange r: 0 2 0 0 2

At 31 December 2008 145 10,710 1865 0 12,721
Carrying amount

At 1 January 20( 804 9,95¢ 1,30z 2,21( 14,29t

At 31 December 20( 931 11,46¢ 1,64¢ 134 14,17:

At 31 December 2008 2,205 12,724 1,781 117 16,828

Group entities have secured their liabilities byrtgaging immovable property. Further information on

assets pledged as collateral is presented in 2ote 3

Assets acquired with finance lease (included imperty, plant and equipment):

EEK '000

EUR '000

2008

Other items of

Other items of

Plantand property, plant Plant and property, plant
equipment and equipment Total equipment and equipment Total
Cost at 31 Decembi200€ 25¢5,32¢ 10,844 264,172 16,191 692 16,884
Carrying amount at 3
December 2008 156,702 5,962 162,664 10,015 381 940,3
EEK '000 EUR '000
2007
Other items of Other items of
Plantand property, plant Plant and property, plant
equipment and equipment Total equipment and equipment Total
Cost at 31 December 2C 23¢,991 10,23C 25(,221 15,33¢ 654 15,992
Carrying amount at 3
December 2007 159,253 6,059 165,312 10,178 387 680,5

In 2008, the Group entered into new finance leaséracts of 76,674 thousand kroons (4,900 thousand
euros) (2007: 85,969 thousand kroons / 5,494 tmalisaros).

NOTE 15. Intangible assets

Software Developmen
EEK '000 Note Goodwill licences  Trademarks costs Total
Cost
At 1 January 2007 155,681 1,667 10,000 0 167,348
Acquisitions through busine: 10€,63E 92 0 0 10€,727
combinations
Acquisitions 0 702 0 3,716 4,418
Disposals 0 -1,101 0 0 -1,101
Effect of movements in exchange r: 0 -1 0 0 -1
At 31 December2007 262,316 1,360 10,000 3,716 277,392
Acquisitions through busine: 6 10,982 22C 0 0 11,202
combinations
Acquisition of minority interests 6 22,120 0 0 0 , P20
Acquisitions 0 122 0 929 1,051
Effect of movements in exchange r: -11E -1 0 0 -11€
At 31 December2008 295,304 1,702 10,000 4,645 311,651
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Amortisation

At 1 January2007 0 812 1,50C 0 2,312

Amortisation charge for the ye 0 452 2,00C 0 2,452

Disposals 0 -595 0 0 -595

At 31 December2007 0 669 3,500 0 4,169

Amortisation charge for the year 0 287 2,000 0 82,2

Effect of movements in exchange rates 0 7 0 0 7

At 31 December2008 0 963 5,500 0 6,463

Carrying amount

At 1 January 2007 155,681 855 8,500 0 165,036

At 31 Decembe2007 262,31€ 691 6,50C 3,71€ 275,223

At 31 December2008 295,304 739 4,500 4,645 305,188
Software Developmen

EUR 000 Note Goodwill  licences Trademarks costs Total

Cost

At 1 January 20( 9,95( 107 63¢ 0 10,69t

Acquisitions through business 6,815 6 0 0 6,821

combinations

Acquisitions 0 45 0 237 282

Disposals 0 -70 0 0 -70

Effect of movements in exchange rates 0 0 0 0 0

At 31 December2007 16,765 87 639 237 17,729

Acquisitions through business 702 14 0 0 716

combinations

Acquisition of minority interes 1,41¢ 0 0 0 1,41¢

Acquisitions 0 8 0 59 67

Effect of movements in exchange rates -7 0 0 0 -7

At 31 December2008 18,873 109 639 297 19,918

Amortisation

At 1 January 2007 0 52 96 0 148

Amortisation charge for the year 0 29 128 0 157

Disposals 0 -38 0 0 -38

At 31 December2007 0 43 224 0 266

Amortisation charge for the year 0 18 128 0 146

Effect of movements in exchange r: 0 0 0 0 0

At 31 December2008 0 62 352 0 4132

Carrying amount

At 1 January 20( 9,95( 55 543 0 10,54¢

At 31 December 20( 16,76¢ 44 41¢ 237 17,46:

At 31 Decembe 200¢ 18,873 47 288 297 19,505

Development costs are related to the exploratiosaofl deposits with the view to extracting sandfthe
seabed. Preparations for exploration will contiimu2009.

Amortisation is recognised in the income statenettte cost of sales and in administrative expenses
The Group has no intangible assets with an indefueful life other than goodwill.

Impairment testing for cash-generating units contaiing goodwill

The Group has acquired goodwill on the acquisitibsubsidiaries. Goodwill is related to the cash-
generating capabilities of the subsidiaries. Treeeffor the purpose of impairment testing, gootiwil
allocated to subsidiaries which represent the loVes®l within the Group at which goodwill is momied
for internal management purposes (cash-generatiitg) Ui

The value in use of each subsidiary was determiisety the discounted cash flow method and compared
with the carrying amount of the investment inclggdgoodwill. Tﬂ%ﬁ%ﬁ&% indjcated S\t}%s%%?w'” wag n

r identification
Allkirjastatud identifitseerimiseks 78/11C
Date/kuupiev. Pt

7 AT
Signature/allkini,. SRl emamen
KPMG, Tallinn




AS Nordecon International Annual report 2008

impaired and there was no need for recognisingrgrairment loss because the recoverable amountse(val
in use) of the subsidiaries exceeded the carryimguats of the investments made.

The carrying amounts of goodwill allocated to thbsidiaries are as follows:

EEK '00C EUR ’'00C
At 31 Decembe Interes 200¢ 2007 200¢ 2007
AS Nordecon Ehitu 100% 85,25¢E 85,25¢ 5,44¢ 5,44¢
AS Nordecon Infra 100% 43,135 43,135 2,757 2,757
OU Eurocon 63% 6,655 0 425 0
AS Eston Ehitus 52% 106,635 106,635 6,815 6,815
OU Mapri Projek 52% 2,831 2,831 181 181
Subsidiaries of AS Nordecon Infra
OU Kaurits 66% 31,636 24,460 2,022 1,563
OU DSN Ehitusmasin 44% 8,28¢ 0 53C 0
SIA Nordecon Infr: 56% 10,86¢& 0 69E 0
Total 295,304 262,316 18,873 16,765

General assumptions for determining value in use

The following are the management’s key assumptimisestimates on the basis of which the recoverable
amounts of the cash-generating units (includingdgol) were tested. Management'’s estimates are lynain
based on historical experience but also consicgenidwrket situation prevailing at the date the immpant

test was performed:

1.
2.

The forecast period was three years (2009-201F)tpkeiterminal year.

The cost of capital or discount rate was estimatethe basis of the actual debt/equity ratio at the
end of 2008 in which the average cost of debt wasr&ent and the expected rate of return on
equity was 15 per cent.

Changes in subsequent periods’ revenues were pedjen the basis of the action plans of the cash-
generating unit for subsequent periods, changt®i®Group’s operations and the market situation.
Subsequent periods’ gross margins were projectetieohasis of the action plans of the cash-
generating unit for subsequent periods, changtdeisroup’s operations and the market situation.
Administrative expenses that affect operating ¢lst were projected on the basis of their actual
level for 2008. In view of the business of the egsherating units, it was assumed that in 2009 the
cost base can be reduced but that from 2010 adnaitive expenses will start increasing.

Changes in working capital investments were preptcin the basis of revenue growth on the
comparative period. Management estimated the ptiopoof revenue growth (15 per cent) that
would be spent on involving additional working dapiAccording to management’s assessment the
rate approximates the cash-generating units’ hestbaverages.

Changes in capital expenditures were projectedoplyang a suitable growth rate (10 per cent) to
prior periods’ average capital expenditure.
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Assumptions applied

Forecast peric
Discount rate
Revenue change*
Gross margin

Administrative expens:
Working capita
Capital expenditures

200¢-2011 +terminal yea
12.0%, see also general assumptions
2009: 75%, 2010-2011: 4% per yeaayerage), 3% in the terminal year

on the basis of 2008: a decline iP20WLO, the terminal year will be based on the gros
margin of 2011

See general assumptit (increase/decree insignificant for result of operatio)
See general assumpti
See general assumptions

* The growth for 2009 results from the fact thag tBroup’s Parent will discontinue its constructamivities and will
transfer all of its construction contracts in tesidential and non-residential segment to AS Narddghitus.

AS Nordecon Infra

Assumptions applied

Forecast peric
Discount rate
Revenue change*
Gross margin
Administrative expens:
Working capital
Capital expenditures

200¢-2011 + terminal yei

11.6%

2009: 35%, 2010-2011: 4% per yerayerage), 3% in the terminal year

on the basis of 2008: a decline iP20WL0, 1% growth in subsequent periods
See general assumptions (increase/decrease ilsagmifor result of operation:
See general assumptions

See general assumptions

* The growth for 2009 results from the fact thag tBroup’s Parent will discontinue its constructamtivities and will
transfer all of its construction contracts in tidl@ngineering segment to AS Nordecon AS Nordektra.

OU Eurocon

Assumptions applied

Forecast period
Discount rate
Revenue change
Gross margi

Administrative expenses

Working capital
Capital expenditures

AS Eston Ehitus

2009-2011 + terminal year
8.2%
2009: 1%, 2010-2011 4% pare yeavermge), 3% in the terminal year
on the basis of 2(8: stable ir200¢-2010, 1%growth in subsequent peric
See general assumptiooseéise/decrease insignificant for result of openai)
See general assumptions
See general assumptions

Assumptions applied

Forecast peric
Discount rat

Revenue change
Gross margin
Administrative expens:
Working capita
Capital expenditures

OU Mapri Projekt

200¢-2011 + terminal yei
14.1%
2009: 3%, 2010-2011: 5% per yeaverage, 3% in the terminal year
on the basis of 2008: stable in 2009B21% growth in subsequent periods
See general assumptions (increase/decrease itsagmifor result of operation:
See general assumpti
See general assumptions

Assumptions applied

Forecast period
Discount rate
Revenuechang:

Gross margi
Administrative expens:
Working capital
Capital expenditures

2009-2011 + terminal year
14.2%
2009: a decrease 10%, 201+2011: 4% growth per year (on avera, 3% growtt in
the terminal year
on the basis of 2008: stable200¢-2010, 1% growth in subsequ periods
See general assumptions (increase/decrease itsagmifor result of operation:
See general assumptions
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Assumptions applied

Forecast peric
Discount rate
Revenue change

Gross margin
Administrative expens:
Working capita
Capital expenditures

OU DSN
Ehitusmasinad

200¢-2011 + terminal yei
9.2%

2009: a decrease of 7%, 2010-23p1growth per year (on average), 3% growth in the

terminal year

2009-2011 stable profitability
See general assumptic(increase/decrease insignificant for result of apens)
See general assumpti

See general assumptions

Assumptions applied

Forecast period
Discount rat
Revenuechang:
Gross margin

Administrative expenses

Working capita
Capital expenditure

SIA Nordecon Infra

2009-2011 + terminal year
8.4%
2009: 5%, 201-2011:9% per year (on averag, 3%in the terminal ye:
2009-2011 stable profitability
See general assumptioogeéise/decrease insignificant for result of openaii
See general assumptic
See general assumpti

Assumptions applied

Forecast period
Discount rat
Revenuechang:
Gross margin

Administrative expenses

Working capita
Capital expenditure

2009-2011 + terminal year
7.8%
2009: 22%, 201-2011:5% per year (on averag, 1%in the terminayeal
2009-2011 stable profitability
See general assumptiooseéise/decrease insignificant for result of openai)
See general assumpti
See general assumpti

NOTE 16. Interest-bearing loans and borrowings

Short-term loans and borrowings

EEK '00C EUR '00C
As at 31 Decemb Note 200¢ 2007 200¢ 2007
Overdraf liability 7,82¢ 2,964 50C 18¢
Current portion of long-term loans and borrowings
including 192,631 84,489 12,311 5,400
Bank loan 145,771 42,965 9,31€ 2,74€
Finance lease liabiliti¢ 17 46,86C 41,52¢ 2,99t 2,654
Short-term bank loans 35,494 29,596 2,268 1,892
Other short-term loans 0 18,807 0 1,202
Total short-term loans and borrowings 235,948 13856 15,080 8,683

At the balance sheet date, the interest rate o&tlep’s overdraft liability was fixed at 5.24 pemt per
year (31 December 2007: 5.25 per cent per year).
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EEK '00C EUR '00C
As at 31 Decemb Note 200¢ 2007 200¢ 2007
Total lon¢-term loans and borrowin 511,20¢ 348,21: 32,672 22,25¢
Including current portion 192,631 84,489 12,311 408,
Including non-current portion including 318,578 26,724 20,361 16,855
Bank loans 220,156 179,860 14,071 11,495
Finance lease liabiliti¢ 17 98,42: 83,86« 6,29( 5,36(
Details of loans
31 December 2008
EEK '00C Bas¢ Interest Uptol 1-2 3andmore Total
currency rate Limit year years years loans Due date
Investment loa EUR 41% 141,70C 20,220 21,06C 44,78C  86,06C 31 July201z
Investment loan EUR 6.15%  187,23526,748 26,748 113,678 167,174 11 January 2013
Investment loan EUR 5.873% 140,000 84,686 0 0 84,686 21 March 2009
0.7%+€m
Investment loan EUR EURIBOR 13,200 6,600 2,200 0 8,800 21 April 2010
1.5%+3m
Investment loan EUR EURIBOR 5,192 1,024 872 1,744 3,640 30 April 2012
1.5%+3m
Investment loan EUR EURIBOR 2,596 504 481 963 1,948 30 July 2012
1.5%+3m
Investment loan EUR EURIBOR 1,263 237 259 518 1,014 30 November 2012
0.7%+6m
Investment loan EUR EURIBOR 12,000 5,086 0, 0 5,086 19 May 2009
Investment loa EUR 6.19% 9,00C 66€ 857 5,99¢ 7,51¢ 18 Septembe2017
Overdraft EUR 5.24% 7,823 7,823 0 0 7,823 31 January 2009
Working capital loan EUR 525% 15,004 15,004 0 0 15,004 30 June 2009
2.2%+€m
Working capital loan EUR EURIBOR 3,000 0 0 0 0 18 February 2009
1.5%+3m
Working capital loan EUR EURIBOR 22,263 9,225 0 0 9,225 26 March 2009
Working capital loa  EUR 6.3% 4,00C 3,947 0 0 3,947 18 Septembe200¢
Stock financing EUR 5.79% 10,000 7,318 0 0 7,318 15 January 2009
Total loans 189,088 52,477 167,679 409,244
31 December 2008
EUR ’'00C Bast Interest Upto1l 1-2 3 and more Total
currency rate  Limit year years years loans Due date
Investment loa EUR 41%  9,05€ 1,292 1,34€ 2,862 5,50C 31 July 201z
Investment loan EUR 6.15% 11,966 1710 1,710 7,26510,684 11 January 2013
Investment loan EUR 5.873% 8,948 5,412 0 0 5,412 21 March 2009
0.7%+6m
Investment loan EUR EURIBOR 844 422 141 0 562 21 April 2010
1.5%+3m
Investment loan EUR EURIBOR 332 65 56 111 233 30 April 2012
1.5%+3m
Investment loan EUR EURIBOR 166 32 31 62 124 30 July 2012
1.5%+3m
Investment loan EUR EURIBOR 81 15 17 33 65 30 November 2012
0.7%+6m
Investment loan EUR EURIBOR 767 325 0 0 325 19 May 2009
Investment loa EUR 6.19% 57¢ 43 55 38¢ 481 18 Septembe201i
Overdraft EUR 5.24% 500 500 0 0 500 31 January 2009
Working capital loan EUR 5.24% 959 959 0 0 959 30 June 2009
2.2%+6m
Working capital loan EUR EURIBOR 192 0 0 0 0 18 February 2009
1.5%+3m
Working capital loan EUR EURIBOR 1,423 590 0 0 590 26 March 2009
Working capital loan EUR 6.3% 256 252 0 0 252 18 September 2009
Stock financing EUR 5.79% 639 468 0 0 468 15 Jandang
Total loans 12,085 3,354 10,717 26,155 |
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31 December 2007

EEK '000 Base Interest Uptol 1-2 3-5 Total
currency rate Limit year years years loans Due date

Investment loa EUR 4.1% 141,70C 19,401 2C,22C 65841 105461  31July201zZ
Investment loan 31 January

EUR 3.3% 17,000 5,230 0 0 5,230 2008
Investment loan EUR 522% 19,162 19,162 0 0 19,162 2008
Investment loa 21 March

EUR 5.38% 140,000 0 85,000 0 85,000 2009
Investment loan 0.7%+6m

EUR EURIBOR 13,200 4,400 6,600 2,200 13,200 21 April 2010
Investment loa UAH 16.5%  12,45C 9,707 0 0 9,707 200¢
Investment loan EUR 12.0% 4,659 4,659 0 0 4,659 2008
Working capital loan EEK 6.05% 50,000 0 0 0 0 2008
Working capital loa EEK 4.55% 3,00C 0 0 0 0 200¢
Working capital loa EEK 5.25%  10,00C 10,00C 0 0 10,00C 200¢
Working capital loan EUR 5.0% 9,959 9,959 0 0 9,959 2008
Working capital loan EUR 5.0% 8,848 8,848 0 0 8,848 2008
Overdraf EEK 5.25% 5,00C 2,964 0 0 2,964 200¢
Overdraf EEK 3.9% 3,00C 0 0 0 0 200¢
Total loans 94,330 111,820 68,041 274,191

31 December 2007

EUR '000 Base Interest Uptol 1-2 3-5 Total
currency rate Limit year years years loans Due date

Investment loa EUR 4.1% 9,05€ 1,24C 1,292 4,20€ 6,74C  31July201Z
Investment loa 31January

EUR 3.3% 1,086 334 0 0 334 2008
Investment loan EUR 5.22% 1,225 1,225 0 0 1,225 2008
Investment loa 21 March

EUR 538% 8,948 0 5,432 0 5,432 2009
Investment loan 0.7%+6m

EUR EURIBOR 844 281 422 141 844 21 April 2010
Investment loa UAH 16.5% 79¢€ 62C 0 0 62C 200¢
Investment loan EUR 12.0% 298 298 0 0 298 2008
Working capital loan EEK 6.05% 3,196 0 0 0 0 2008
Working capital loan EEK 4.55% 192 0 0 0 0 2008
Working capital loa EEK 5.25% 63¢ 63¢ 0 0 63¢ 200¢
Working capital loan EUR 5.0% 636 636 0 0 636 2008
Working capital loan EUR 5.0% 565 565 0 0 565 2008
Overdraft EEK 5.25% 320 189 0 0 189 2008
Overdraf EEK 3.9% 192 0 0 0 0 200¢
Total loans 6,029 7,147 4,349 17,524

NOTE 17. Finance and operating leases

EEK '000 EUR 000
2008 2007 2008 2007
Finance lease liability at beginning of year 125,390 104,148 8,014 6,656
Addition 14 76,674 85,969 4,900 5,494
Principal payments made during the year 56,782 64,729 3,629 4,137
Finance lease liability at end of y. 145,28: 125,39( 9,28¢ 8,01¢
Payable in less than 1 yi 16 46,86( 41,52¢ 2,99t 2,65¢
Payable between 1 and 5 years 16 98,422 83,864 6,290 5,360
Base currency EUR 142,841 121,917 9,129 7,792
Base currency UAH 2,441 3,472 156 222
Interest rate in Estonia 3.5%-7.5% 3.6%-7.5% 3.5%-7.5% 3.6%-7.5%
Interest rate in Ukraine 10%-12% 12% 10%-12% 12%
Interest expense of the per 8 90¢ 6 87¢ 56¢ 44C
Settlement term Monthly s MORHY YaentificarMQRHNes onty  Monthly
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Based on effective contracts, future minimum nomeedlable finance lease rentals are payable amisll

EEK '000 2008 2007
Present value of Present value of
Minimum lease minimum lease Minimum lease minimum lease
Payable in rentals rentals rentals rentals
Less than 1 year 54,522 46,861 47,256 41,527
Between 1 and 5 years 109,591 98,421 92,283 83,863
Total 164,113 145,282 139,539 125,390
Interest expense -18,831 - -14,149 -
Total 145,282 145,282 125,390 125,390
EUR 000 2008 2007
Present value of Present value of
Minimum lease minimum lease Minimum lease minimum lease
Payable in rentals rentals rentals rentals
Less than 1 ye 3,48t 2,99t 3,02(C 2,65¢
Between 1 and 5 ye: 7,004 6,29( 5,89¢ 5,36(
Total 10,48¢ 9,28t 8,91¢ 8,01«
Interest expense -1,204 - -904 -
Total 9,285 9,285 8,014 8,014
Operating lease expenses
Operating lease expenses recognised under effectivteacts:
EEK '000 EUR 000
2008 2007 2008 2007
Cars 16,824 15,075 1,075 963
Construction equipme 37,74 31,10¢ 2,41¢ 1,98¢
Premise 13,47 8,43( 861 53¢
Software 8,389 5,699 536 364
Total operating lease rentals paid 76,426 60,309 ,884 3,854

According to effective contracts, future operatiease rentals are payable as follows:

EEK '00C EUR '00C
200¢ at leas 30,994 1,981
2010 at least 28,620 1,829
2011 at least 25,019 1,599

Operating lease contracts may be cancelled withoypenalty payments, provided notice is given in
accordance with the terms and conditions of théraon

NOTE 18. Other payables and taxes payable

Other payables

EEK '000 EUR '000
As at 31 December Note 2008 2007 2008 2007
Accrued expenses related to contract work 128,358 158,254 8,204 10,114
Due to customers for contract work 24 122,418 88,9 7,824 5,687
Payables to employees 86,412 97,535 5,523 6,234
Advances for goods and servi 78,632 24,96¢ 5,02€ 1,59¢€
Payables to companies of Nordic 34 2,341 8,584 150 549
Contractors Group
Payables to associates 34 4 7,058 0 451
Accrued expens: 4,52C 1,822 28¢ 117
Miscellaneous payables 585 187,512 37 11,984
Total other payables 423,270 574,722 27,052 36,731
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Accrued expenses related to contract work areertliat the stage of completion of construction carty
and represent the cost of goods supplied and ssrvendered for the performance of construction

contracts.

Payables to employees comprise remuneration angsberpayable and accrued vacation pay liabilities.

Accrued expenses include mainly interest accrueldam contracts.

Taxes payable

EEK '000 EUR '000

As at 31 December 2008 2007 2008 2007
Value added tax 29,229 12,976 1,868 829
Personal income tax 10,983 14,435 702 923
Socid tax 19,304 24,48¢% 1,234 1,56&
Other taxe 6,244 1,882 39¢ 12C
Total taxes payable 65,760 53,777 4,203 3,437
NOTE 19. Provisions

EEK '00C EUR '00C
As at 31 Decemb 200¢ 2007 200¢ 2007
Current provision 11,60C 12,45¢ 741 79€
Non-current provisions 6,630 4,328 424 277
Total provisions 18,230 16,786 1,165 1,073

In accordance with the contracts for constructienvises, the Group is liable for its work during ghost-
construction warranty period which usually laststiwo (in exceptional cases for three) years fromdate
the instrument of delivery and receipt is signedngtruction projects are established provisionaron
individual basis. The provisions are recognisethebalance sheet and classified as current andument
items based on the expiry of the warranty period.

Other provisions comprise a provision of 3,633 gand kroons (232 thousand euros) made for restoring
the negative equity of the associate OU Kastannisivara.

Movements in provisions

EEK 000 EUR 000

Warranties provisions 2008 2007 2008 2007
Opening balance 16,786 6,396 1,073 409
Acquired through business combinations 0 1,623 0 4 10
Provisions used and reversed during the year -01,47 -3,708 -733 -237
Provisions created during the y 9,281 12,47 593 797
Closing balance 14,597 16,786 933 1,073
Including current portio 7,967 12,45¢ 50¢ 79€
Including nor-current portiol 6,63C 4,32¢ 424 2717

EEK '000 EUR '000
Other provisions 2008 2007 2008 2007
Opening balance 0 0 0 0
Provisions created ding the yee 3,63: 0 232 0
Closing balance 3,633 0 232 0
Including current portio 3,63: 0 232 0
Including notr-current portiol 0 0 0 0
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NOTE 20. Equity and reserves

Share capital

Number of shares, in thousands 2008 2007
At 1 January 30,757 15,378
Bonus issue 0 15,379
At 31 December 30,757 30,757

In 2007, outstanding share capital was increasetbBy783 thousand kroons (9,829 thousand euros)
through a bonus issue of 15,379 thousand new oxdiegistered shares with a par value of ten kroons
(0.64 euros) each. The bonus issue was perfornied sisare premium of 108,465 thousand kroons (6,932
thousand euros) and retained earnings of 45,31&#mal kroons (2,896 thousand euros). Each
shareholder’s stake in the Company’s share capiteéased in proportion to the par value of shahesady
held.

According to the Articles of Association the minimwand maximum authorised share capital of AS
Nordecon International amount to 120,000 thousandns (7,669 thousand euros) and 480,000 thousand
kroons (30,678 thousand euros) respectively. Stegital consists of ordinary shares with a par eali

ten kroons (0.64 euros) each. The holders of ordistaares are entitled to receive dividends asaded|

from time to time and are entitled to one vote gfeare at the general meeting of the Company.

At 31 December 2008, share capital stood at 30#fa@irsand kroons (19,657 thousand euros). In 2008
share capital did not change.

Capital reserve

The Commercial Code requires companies to establistpital reserve. Each year companies have to
transfer to the capital reserve at least one tw#ntf their profit for the period until the reseramounts to
one tenth of share capital. The capital reserve Ineaysed for covering losses and increasing slagieat
but cannot be distributed to shareholders.

Translation reserve

The translation reserve comprises all foreign emgkalifferences arising on the translation of tharfcial
statements of foreign operations, whose functionedency differs from the functional currency oéth
Parent company.

Dividends

Dividends distributed to shareholders:

In 2007: 3.00 kroons per share 46,135 thousand kroons (15,378,364 shares)
0.19 euros per share 2,948 thousand euros (15,378,364 shares)

In 2008 3.00 kroon per shar 92 271thousand kroor (30,756728share)
0.19 euros per share 5,897 thousand euros (30,756,728 shares)

The amount of dividends reported in the statem&oash flows differs from the amount paid to thedha
company's shareholders by the portion of dividgpaisl to the subsidiaries’ minority shareholders.

The board has made the following dividend distidouproposal:

In 2009 1.00 kroon per shar 30,75% thousand kroor (30,756728share)
0.06 euros per share 1,966 thousand euros (30,756,728 shares)

The income tax payable on dividends is recognisdte income statement in the period in which the
dividend is declared.
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NOTE 21. Earnings per share

Basic earnings per share are calculated by divittiegorofit for the period by the weighted averagenber
of shares outstanding during the period. Dilutathiegs per share are calculated by dividing théditpiar
the period by the weighted average number of staretanding during the period, both adjustedfier t
effects of all dilutive equity instruments.

The weighted average number of shares has beed tmunsidering the effect of the bonus issue. For
comparability, the weighted average number of sharéhe number of shares after the bonus issiges, i
30,756,728 shares.

EEK "000 EUR "000
2008 2007 2008 2007
Profit for the perio 145,58( 267,48: 9,30¢ 17,09t
Weighted average number of sh: Thousands of shar 30,757 30,757 30,757 30,757
Basic earnings per shi 4.7: 8.70 0.3C 0.5€
Diluted earnings per share 4.73 8.70 0.30 0.56

AS Nordecon International has not issued any shitiens or other convertible instruments. Therefore
diluted earnings per share equal basic earningshzee

NOTE 22. Segment reporting — business segments

Business segments
EEK '000 Residential and n¢

. - Civil engineering Eliminations Consolidated

residential

200¢ 2007 2008 2007 2008 2007 2008 2007
Construction contrac
revenue 2,304,4731,952,260 1,421,108 1,772,693 0 0 3,725,581 3,724,953
Other revenue 83,859 14,497 58,477 12,578 0 0 142,336 27,075
Total revenue from
external customers 2,388,332,966,757 1,479,585 1,785,271 0 0 3,867,917 3,752,028
Inter-segment reveni 79,928  160,13! 68,78¢ 84,31f -148,71 -244,44¢ 0 0
Total revenu 2,468,25 2,126,89( 1,548,37. 1,869,581 -148,71: -244,44¢ 3,867,91 3,752,02i
Segment result 307,740 232,961 50,171 267,016 0 0 357,911 499,977
Unallocated expenses 0 0 0 0 0 0 -149,431  -192,513
Operating profi 0 0 0 0 0 0 208,48( 307,46
Net finance incom 0 0 0 0 0 0 28,85¢ 1,45¢

Share of profit / loss of
equity accounted

investees -24,770  -4,031 17 856 0 -24,753 -3,175
Income tax expen: 0 0 0 0 0 0 -41,26¢ -15,97¢
Profit for the perio 171,31¢ 289,77
Segment assets 1,493,204,183,240 868,116 963,508 0 0 2,361,320 2,146,748
Investments in

associates 5,927 34,625 0 10,545 0 0 5,927 45,170
Total assel 2,367,24 2,191,911
Segment liabilitie 527,24t 409,76 407,56« 556,19: 0 0 934,81: 965,95¢
Warranties liabilities 12,824 11,755 1,773 5,031 0 0 14,597 16,786
Unallocated liabilities 0 0 0 0 0 0 554,526 399,580
Total liabilities 1,503,935 1,382,325
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operating activities 227,142 70,953 77,867 76,333 0 0 305,009 147,286
Cash flows from
investing activities -146,623 12,054 -10,017 -1,312 0 0 -156,640 10,742
Cash flows fromr
financing activities -31,384 27,901 -56,853 -105,797 0 0 -88,237 -77,896
Net cash flov 49,13  110,90¢ 10,99’ -30,77¢ 0 0 60,13: 80,13:
Capital expenditure 12,079 130,133 138,215 92,154 0 0 150,294 222,287
Depreciation and
amortisation expense 10,258 9,293 62,433 53,818 0 0 72,691 63,111
EUR '000 Re5|den_t|al a_nd ne Civil engineering Eliminations Consolidated
residential

2008 2007 2008 2007 2008 2007 0820 2007
Construction contract
revenue 147,283 124,772 90,825 113,296 0 0 238,10838,068
Other revenu 5,36( 927 3,737 804 0 0 9,097 173(
Total revenue fron
external customers 152,642 125,699 94,563 114,100 0O o 247,205 239,798
Inter-segment revenue 5,108 10,234 4,396 5,389 049,5-15,623 0 0
Total revenue 157,750 135,933 98,959 119,488 -9,5045,623 247,205 239,798
Segment result 19,668 14,889 3,207 17,065 0 0 32,87 31,954
Unallocated expens 0 0 0 0 0 0 -9,55( -12,30¢
Operating profit 0 0 0 0 0 0 13,342 19,651
Net finance income 0 0 0 0 0 0 1,844 93
Share of profit / loss of
equity accounted
investees -1,583 -258 1 55 0 0 -1,582 -203
Income tax expense 0 0 0 0 0 0 -2,638 -1021
Profit for the period 10,949 18,520
Segment assets 95,433 75,623 55,483 61,579 0 0 91,0, 137,202
Investments ir
associates 379 2213 0 674 0 0 379 2,887
Total assets 151,295 140,089
Segment liabilities 33,697 26,189 26,048 35,547 0 0 59,745 61,736
Warranties liabilities 820 751 113 322 0 0 933 3,07
Unallocated liabilitie 0 0 0 0 0 0 35,44 25,53¢
Total liabilities 96,11¢ 88,347
Cash flows from
operating activities 14,517 4,535 4,977 4,879 0 0 9,494 9,413
Cash flows from
investing activities -9,371 770 -640 -84 0 0 -1@,01 687
Cash flows from
financing activities -2,006 1,783 -3,634 -6,762 0 0 -5,639 -4,978
Net cash flov 3,14C 7,08¢ 7032 -1,967 0 0 3,84: 5,121
Capital expenditure 772 8,317 8,834 5,890 0 0 9,606 14,207
Depreciation and
amortisation expense 656 594 3,990 3,440 0 0 4,646 4,034
The prices applied in inter-segment transactiodadt differ significantly from market prices.
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NOTE 23. Segment reporting — geographical segments

EEK '00C EUR '00C
2008 2007 2008 2007
Revenue
Estonia 3,107,253 3,303,651 198,590 211,142
Ukraine 441,037 435,001 28,187 27,802
Latvia 229,75 0 14,68 0
Lithuanie 91,08: 18,25t 5,821 1,167
Eliminations -1,211 -4,879 =77 -312
Total revenue 3,867,917 3,752,028 247,205 239,798
Assets based on geographical location
Estonit 2,024,86.  2,043,75 129,41: 130,62(
Ukraine 238,432 240,626 15,239 15,379
Latvia 229,886 0 14,692 0
Lithuanie 16,00: 11,02« 1,02 70t
Eliminations -141,93¢ -103,48: -9,071 -6,61/
Total assets 2,367,24 2,191,911 151,29! 140,08¢
EEK '000
Capital expenditures Estonia Latvia Ukraine  Lithuania Total
Property, plant and equipmi 93,691 19,90t 2,94( 0 116,53¢
Intangible assets 33,758 0 0 33,758
Total capital expenditures in 2008 127,449 19,905 ,920 0 150,294
Capital expenditures Estonia Latvia Ukraine  Lithuania Total
Property, plant and equipment 101,434 7,768 122109,324
Intangible assets 111,134 11 0 111,145
Investment proper 1,81¢ 0 0 0 1,81¢
Total capital expenditures in 2007 214,386 0 7,779 122 222,287
EUR '000
Capital expenditures Estonia Latvia Ukraine  Lithuania Total
Property, plant and equipment 5,988 1,272 188 A48
Intangible assets 2,158 0 0 2,158
Total capital expenditures in 2008 8,145 1,272 188 0 9,606
Capital expenditures Estonia Latvia Ukraine  Lithuania Total
Property, plant and equipment 6,483 496 8 6,987
Intangible assets 7,103 1 0 7,103
Investment proper 11€ 0 0 0 11€
Total capital expenditures in 2007 13,702 0 497 8 4207
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NOTE 24. Construction contracts

The Group’s active construction contracts
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As at 31 Decemb EEK '00C EUR '00C
Active construction contracts from date of commeanes 200¢ 2007 200¢ 2007
Costs under stage of coletion method 4,169,78' 3,822,421 266,49¢ 244,297
Estimated profit 463,529 481,456 29,625 30,771
Revenue under stage of completion method 4,683,314,303,876 296,123 275,068
Progress billings 4,579,406 4,286,484 292,677 9563,
Adjustments -53,912 -17,392 -3,446 -1,112
Including due from customers (note 176,33( 106,37¢ 11,27( 6,79¢
Including due to customers (note 122,41¢ 88,987 7,82¢ 5,687

At the balance sheet date, retentions under cantigtnucontracts totalled 27,897 thousand kroonsg33,
thousand euros). The corresponding figure for 2083 42,872 thousand kroons (2,740 thousand euros).

Sensitivity analysis for stage of completion:

A 5 per cent increase / decrease in the stagengpledion of all active construction contracts would
increase / reduce revenue for the period by apprabely 150,000 thousand kroons (9,587 thousandsiuro
and gross profit by approximately 10,000 thousamais (639 thousand euros).

NOTE 25. Cost of sales

EEK 000 EUR '000
2008 2007 2008 2007
Cost of materials, goods and services 3,041,4878312824 194,386 180,987
Personnel expens 381,36( 341,03° 24,37: 21,79¢
Other expenst 17,94: 19,46 1,147 1,24«
Depreciation and amortisation expense 69,217 59,723 4,424 3,817
Total cost of sales 3,510,006 3,252,051 224,330 207,844
NOTE 26. Administrative expenses
EEK 000 EUR '000
2008 2007 2008 2007
Personnel expenses 117,074 120,382 7,482 7,694
Cost of materials, goods and services 50,913 2207 3,254 2,689
Other expenst 11,07t 7,72 70€& 492
Depreciation and amortisation expe 3,46¢ 3,38¢ 221 217
Total administrative expenses 182,526 173,562 11666 11,093
NOTE 27. Other operating income and expenses
Other operating income
EEK 000 EUR 000
2008 2007 2008 2007
Gains on sale of property, plant and equipment 58,8 8,250 310 527
Gains on sale and revaluation of real e: 25€ 5,47¢ 1€ 35C
Foreign exchange gai 37,23t 14z 2,38( 9
Other income 21,598 2,543 1,380 163
Total other operating income 63,947 16,411 4,087 049
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Other operating expenses
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EEK '00C EUR '00C
2008 2007 2008 2007
Write-off of property, plant and equipment a
intangible assets 789 7,827 50 500
Membership fees 60 0 4 0
Losses on the revaluation of investment property ,530 0 737 0
Foreign exchange loss 1,53( 1,461 98 93
Losses from doubtful and irrecoverable receive -9,031 17,42: -577 1,11:
Other expenses 17,967 3,546 1,148 227
Total other operating expenses 22,845 30,256 1,460 1,934
NOTE 28. Finance income and expenses
Finance income
EEK '00C EUR '00C
2008 2007 2008 2007
Gain on sale of shares in subsidis 163 8,83 10 564
Gain on sale of shares in associ 66,85¢ 8,29: 4,27¢ 53C
Interest income on loans 9,413 2,670 602 171
Finance income on other investments 5,233 6,713 334 429
Foreign exchange gai 64¢ 68¢ 41 44
Other finance incon 14,56 4,29( 931 274
Total finance income 96,877 31,486 6,192 2,012
Finance expenses
EEK 000 EUR 000
2008 2007 2008 2007
Interest expense 37,879 17,697 2,421 1,131
Other finance expenses 422 1,180 27 75
Foreign exchange los: 29,71¢ 11,15 1,89¢ 713
Total finance expenses 68,019 30,028 4,347 1,919
NOTE 29. Income tax expense
EEK '00C EUR '00C
2008 2007 2008 2007
Profit before ta 212,58E 305,747 13,587 19,541
Income tax (on profit) using the Estonian tax* 0 0 0 0
Income tax paid on dividends in Estonia 29,737 98,3 1,901 1,048
Effect of tax rates in foreign jurisdictions 11,532 -421 737 -27
Total income tax expense 41,269 15,976 2,638 1,021

* In Estonia income tax is not levied on corporaéenings (profit). Instead, income tax is levieddiridends

distributed.
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NOTE 30. Financial instruments and financial risk management

Credit risk

The carrying amount of financial assets repregiet$&sroup’s maximum credit risk exposure. The
maximum exposure to credit risk at the reportinggda

Carrying amour

EEK '000 EUR 000

Note 2008 2007 2008 2007
Cash and cash equivalents 7 296,184 236,112 18,930 15,090
Trade receivables 8 473,935 511,819 30,290 32,711
Receivables from companiesNordic 34 52,72¢ 53,37¢ 3,37C 3,412
Contractors Group
Receivables from associates 34 23,824 26,681 1,523 1,706
Loans to associates 34 116,262 62,893, 7,430 4,020
Retentions receivak 8 27,89’ 42,87: 1,78: 2,74C
Other loans and receivab 12 51,38: 11,55 3,28¢ 73¢€
Total 1,042,209 945,307 66,610 60,417

Maximum exposure to credit risk for financial ass@ixcluding cash and cash equivalents) at theatiego
date by geographical region:

EEK 000 EUR '000
2008 2007 2008 2007
Estonia 479,670 629,621 30,657 40,240
Ukraine 196,077 68,841 12,532 4,400
Latvia 55,457 0 3,544 0
Lithuania 14,821 10,733 947 686
Total 746,025 709,195 47,680 45,326

The ageing of trade receivables at the reportitg dad associated impairment losses included:

EEK '000 EUR '000

As at 31 2008 2007 2008 2007
December

Trade Impairment Trade Impairment Trade Impairment Trade Impairment
Past due receivables loss receivables loss receivables loss receivables loss
Not past due 301,683 0 381,982 0 19,281 0 24,413 0
0-30 days 72,793 0 84,497 0 4,652 0 5,400 0
31-180 days 90,324 2,441 29,217 2,060 5,773 156 1,867 132
Over 180 days* 9,135 7,330 16,123 15,241 584 468 1,030 974
Total 473,935 9,771 511,819 17,301 30,290 624 32,711 1,106

* Receivables that more than 180 days overdue anaritten down if they are being settled on theibas settlement
schedules that are being adhered to or if thevabkds are secured with additional collateral.

Liquidity risk

Payments to be made for the satisfaction of contahéinancial liabilities as at the reporting date

EEK '000 31 December 2008

Carrying Contractual Less than

Financial liability amount  cash flows 1lyear 1-2years 2-5years Over 5 years

Overdraf 7,82¢ 7,88¢€ 7,88¢€ 0 0 0

Bank loan 401,42: 456,52¢ 204,50: 123,18¢ 124,72! 4,11

Finance lease liabilities 145,282 164,113 54,522 53% 62,121 937

Trade payables 439,615 439,615 437,081 2,534 0 0

Other liabilities 75,101 75,101 75,101 0 0 0

Total 1,069,242 1,143,243 779,094 forkid 225 %ion purph86 46 045
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EUR ’'00C 31 December 2008

Carrying Contractua  Less thar
Financial liability amount  cash flows 1lyear 1-2years 2-5years Over 5 years
Overdraft 500 504 504 0 0 0
Bank loans 25,655 29,177 13,070 7,873 7,971 263
Finance lease liabilities 9,285 10,489 3,485 2,974 3,970 60
Trade payable 28,097 28,091 27,93t 162 0 0
Other liabilities 4,80( 4,80( 4,80( 0 0 0
Total 68,337 73,067 49,794 11,009 11,941 323
EEK '00C 31 December 2007

Carrying Contractua  Less thar
Financial liability amount  cash flows lyear 1-2years 2-5years Over 5 years
Overdraft 2,963 2,963 2,963 0 0 0
Bank loans 252,420 274,077 77,352 122,998 73,727 0
Finance lease liabiliti¢ 125,39( 138,14: 47,174 53,73t 37,23: 0
Othelloans 18,801 19,277 19,271 0 0 0
Trade payables 336,468 336,468 335,754 714 0 0
Other liabilities 260,461 260,461 260,461 0 0 0
Total 996,509 1,031,387 742,981 177,447 110,959 0
EUR 000 31 December 2007

Carrying Contractual Less than
Financial liability amount  cash flows lyear 1-2years 2-5years Over 5 years
Overdraf 18¢ 18¢ 18¢ 0 0 0
Bank loan 16,13: 17,517 4,944 7,861 4,712 0
Finance lease liabilities 8,014 8,829 3,015 3,434 ,38@ 0
Other loans 1,202 1,232 1,232 0 0 0
Trade payable 21,54 21,50¢ 21,45¢ 46 0 0
Other liabilities 16,64¢ 16,64¢ 16,64¢ 0 0 0
Total 63,688 65,917 47,485 11,341 7,092 0

Currency risk

The Group’s currency risk exposures for cash ast eguivalents and receivables and liabilities (@me

in relevant currencies):

2008 2007
“000 EEK  EUR LVL LTL  UAH EEK EUR USD LTL UAH
Cash and cash
equivalents 287,074 0 287 4 1,885 233,750 80 69 18 170
Shor-term 682,222 2911 346 772 20017 791,160 121 0 2,386 48,124
receivables
Long-term 33,840 5,034 0 0 ) 45200 1,701 644 5 2,709
receivables
Total 1,003,136 7,945 633 776 22,802 1,070,110 1,902 713 2,409 81,00
fi:;‘gﬁﬁgs 753,913 1,007 3,192 775 12,850 942,374 3,019 0 12,335,949
Non-current 2,525 20,269 0 0 1025 87,675 11,156 0 0 1,046
liabilities
Total 756,438 21,276 3,192 775 13,875 1,030,049 72%1 0 2,351 26,995
Netexposure 246,698 -13,331 -2,559 1 8927  40,0612,273 713 58 24,008
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The following exchange rates applied at the balaheet date:

Date Euro Latvian lats Lithuanian litas Ukrainian hryvna
(EUR) (LVL) (LTL) (UAH)
1 kroon (EEK) 31 December 2008 0.0639 0.0452 0.2207 0.7112

A 10 per cent weakening / strengthening of the fiatokroon against the above currencies at 31 Deeem
2008 would have reduced / increased profit thrahghremeasurement of cash and cash equivalents and

receivables and liabilities denominated in foredgnrency by 25,258 thousand kroons (1,614 thousand
euros). The analysis assumes that all other vasalelmain constant.

Interest rate risk

At the balance sheet date, the interest rate profithe Group’s interest-bearing financial instemnts was

as follows:
Carrying amount
EEK '00C EUR '00C

200¢ 2007 200¢ 2007
Fixed rate instruments
Financial asss 157,11! 69,22¢ 10,041 4,422
Financial liabilities 379,531 163,036 24,256 10,420
Net position -222,416 -93,812 -14,215 -5,996
Floating rate instruments
Financial asse 296,18 236,11. 18,93( 15,09(
Financial liabilitie: (inc. finance lease lialities) 174,99! 236,54 11,18¢ 15,11¢
Net position 121,189 -432 7,746 -28

An increase / a decrease of 100 basis points imdtiable part of the interest rate (EURIBOR) afafling
rate instruments at the balance sheet date woiddt anterest-related cash flow and would incrdaseluce
profit for the next financial year by 1,655 thouddmoons (106 thousand euros). The analysis assilmaes

all other variables remain constant.

Fair value
At the reporting date, the fair values and carnangpunts of the Group’s financial instruments wase
follows:
EEK '000 EUR '000
2008 2008
Carrying Carrying
amount Fair value amount Fair value
Cash and cash equivalents 296,184 296,184 18,930 ,930.38
Trade receivable 475,93¢E 47%93¢E 3G,29C 30,29C
Receiables from related parti 76,55C 76,55C 4,892 4,892
Retentions receivable 27,897 27,897 1,783 1,783
Loans to associates 116,262 116,987 7,430 7,477
Other loans grantt 40,858 40,85% 2,611 2,611
Overdraf -7,823 -7,823 -50C -50C
Bank loans -401,421 -398,864 -25,655 -25,492
Finance lease liabilities -145,282 -145,233 -9,285 -9,282
Other loans received 0 0 0 0
Trade payable -439,61! -439,61! -28,09% -28,09%
Payables to related parties -2,345 -2,345 -150 -150
Other liabilities -72,756 -72,756 -4,650 -4,650
Unrealised gain 3,331 213
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EEK '00C EUR ’'00C
2007 2007
Carrying Carrying

amount Fair value amount Fair value
Cash and cash equivalents 236,112 236,112 15,090 ,09a5
Trade receivables 511,819 511,819 32,711 32,711
Receivables from related parties 80,059 80,059 H,11 5,117
Retentions receivak 42,87: 42,87: 2,74(C 2,74C
Loans to associat 62,89: 61,84¢ 4,02( 3,95¢
Other loans granted 6,331 6,331 405 405
Overdraft -2,963 -2,963 -189 -189
Bank loan -252,42( -244,42: -16,13: -15,62:
Finance lease liabilities -125,390 -125,363 -8,014 -8,012
Other loans -18,807 -18,807 -1,202 -1,202
Trade payables -336,468 -336,468 -21,504 -21,504
Payables to related part -15,64: -15,64: -1,00( -1,00C
Other liabilities -341,409 -341,409 -21,820 -21,820
Unrealised gain 6,976 446

Management has determined that the carrying amaditit® Group’s financial current assets and lied
do not differ significantly from their fair valudscause they are expected to be settled in théetshor.

The carrying values of floating rate interest-begiinstruments are also deemed to approximate feieir
value as these instruments re-price to marketdsteates at least annually.

Non-current fixed interest rate financial assets la@bilities were discounted by comparing the ager
market interest rate with the fixed interest ratd the changes in EURIBOR. The following interedes

were applied:

200¢ 2007

Average market interest ri
Loans in Estoni 6.16% 6.4%
Loansin Ukraine 12.6% 13.7%
Finance leases 5.8% - 8% 5% - 8%
NOTE 31. Contingent assets and liabilities
Contingent income tax liability

EEK '00C EUR '00C

As at 31 Decemb 200¢ 2007 200¢ 2007
Retained earniny 42699t 397,81( 27,29( 25,42t
Contingeniincome tax liabilit 89,66¢ 83,54( 5,731 5,33¢
The amount that could be distributed as the netleind 337,326 314,270 21,559 20,086

The maximum income tax liability has been calculaia the assumption that the net dividend and the
arising income tax expense may not exceed thehigtble profits as of 31 December.

Pending litigation
Action brought by the Group

1. In June 2008 AS Nordecon International broughtaiima against Horizon Tselluloosi ja Paberi AS for
the settlement of an original liability and accruetérest of 1,827 thousand kroons (117 thousand
euros). The action has been secured with a judinietgage created for the benefit of AS Nordecon
International in an amount of 2,868 thousand krdd@88 thousand euros). The next hearing of the

matter has been scheduled for April 2009.
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2. The Group’s subsidiary AS Nordecon Infra has broaghaction against Betoneks Ehitus OU

(bankrupt) for the settlement of 2,754 thousanakso(176 thousand euros) in the bankruptcy
proceedings of Betoneks Ehitus OU. The claim has becognised in full. Betoneks Ehitus OU
(bankrupt) does not have any assets. Thereforeldima will probably remain unsatisfied.

Earlier litigations resolved in 2009
1. In January 2008 AS Nordecon International (at e @f filing AS Eesti Ehitus) brought an action

against OU Grove Invest for settlement of an oagliability and accrued interest of 5,070 thousand
kroons (324 thousand euros). The claim was basedoontract for services concluded between AS
Eesti Ehitus and OU Grove Invest.

Harju County court satisfied the claim of AS Ed&itus against OU Grove Invest for settlement ef th
original liability and accrued interest in an ambah10,070 thousand kroons (644 thousand euros). |
October 2008 AS Eesti Ehitus and OU Grove Investr@¢hed an agreement under which OU Grove
Invest paid AS Eesti Ehitus 10,000 thousand kr¢6898 thousand euros) and the proceedings were
terminated.

In January 2008 AS Nordecon International (at e @f filing AS Eesti Ehitus) brought an action
against Baltic Panel Group OU (a subsidiary of Oldv@ Invest) for settlement of an original liakilit
and interest on arrears of 12,382 thousand krot# thousand euros). The action was brought inuHarj
County Court and the claim was based on a corfibpaservices between AS Eesti Ehitus and Baltic
Panel Group OU.

Baltic Panel Group OU was declared bankrupt in 1268 (before the end of the lawsuit). In October
2008 AS Eesti Ehitus and OU Grove Invest reacheagagement under which OU Grove Invest
acquired the claims of AS Eesti Ehitus againstiB&anel Group OU for 10,000 thousand kroons (639
thousand euros) and the proceedings were terminated

The original amounts due from OU Grove Invest aattiB Panel Group OU totalled 17,452 thousand
kroons (1,115 thousand euros). Under the agreerbehigen the parties, the Group was paid a total of
20,000 thousand kroons (1,278 thousand euros) hvduicered also interest on arrears of 2,548 thalisan
kroons (163 thousand euros).

NOTE 32. Assets pledged as collateral

Loans, guarantees and other obligations are seeutiedhe following commercial pledge agreements:

AS Nordecon International has pledged its movabdperty to the extent of 330,000 thousand kroons
(21,091 thousand euros) to AS Swedbank (commeplgdiges).

AS Nordecon Infra has pledged its movable properthe extent of 115,000 thousand kroons (7,350
thousand euros) to AS SEB Pank. AS Nordecon Infratsian subsidiary SIA Nordecon Infra has
pledged its movable property to the extent of 2¥8,fhousand kroons (17,813 thousand euros) to SIA
Swedbank and to the extent of 18,866 thousand kr{lh806 thousand euros) to SIA Swedbank Lizings
(commercial pledges).

AS Nordecon Ehitus has pledged its movable progertiie extent of 50,000 thousand kroons (3,196
thousand euros) to AS Swedbank. The loan taken Branske Bank A/S Estonian branch is secured
with a mortgage of an immovable property locatethiancentre of Tartu. The carrying amount of the
property is 141,000 thousand kroons (9,012 thoukemahs).

OU Mapri Projekt has pledged its movable propestthe extent of 12,000 thousand kroons (767
thousand euros).

AS Eston Ehitus has mortgaged an immovable propertthe benefit of AS SEB Pank. The carrying
amount of the property is 5,563 thousand kroon$§ (B6usand euros). In addition, AS Eston Ehitus has
encumbered its movable property with a commerdeadge. Investment loans are secured with
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mortgages of properties located in the city of Bafihe total carrying amount of the properties is
13,200 thousand kroons (844 thousand euros).

AS Nordecon International has pledged its shardéisariollowing subsidiaries:

» An investment loan from AS Swedbank is secured thighordinary shares in AS Nordecon Ehitus
(100%) and AS Nordecon Infra (100%).

» An investment loan from Danske Bank A/S Estoniaambh is secured with the ordinary shares in AS
Eston Ehitus (52%).

NOTE 33. Off-balance sheet liabilities

Off-balance sheet liabilities include bank guarastand surety agreements. At the balance sheettdate
Group’s off-balance sheet liabilities totalled &8 thousand kroons (41,136 thousand euros). Agtride
of 2007, the corresponding figure was 514,669 tAndkroons (32 893 thousand euros)

The realisation probability of the guarantees améty commitments is low. Therefore, they have lrexn
recognised as liabilities in the balance sheet.

Bank guarantees received

= AS Swedbank has issued Group companies guararft@g8,813 thousand kroons (17,461 thousand
euros).

= AS SEB Pank has issued Group companies guararit®é6,610 thousand kroons (13,837 thousand
euros).

Surety agreements

= AS Nordecon Infra stands surety to guarantees @022thousand kroons (1,406 thousand euros) (total
limit) issued to its subsidiaries AS Jarva Teed @bHiiu Teed by AS SEB Pank and guarantees and
an overdraft facility of 112,121 thousand kroond 66 thousand euros) provided to the associate SIA
Nordecon Infra by SIA Swedbank.

= AS Eston Ehitus stands surety for a loan of upd 20 thousand kroons (650 thousand euros) taken by
the associate Crislivinca OU from Nordea Bank atwha of 9,623 thousand kroons (615 thousand
euros) taken by the associate Kalda Kodu OU fromdbi@ Bank.

NOTE 34. Transactions with related parties

For the purposes of these consolidated financiéstents, parties are related if one controls therwr
exerts significant influence (holds more than 20 gent of the voting power) on the other's opeigtin
decisions. Related parties include:

= AS Nordic Contractors (the parent of AS Nordecdeimational) and its shareholders
= Other companies of AS Nordic Contractors Group
= Associates of AS Nordecon International

= Members of the board and council of AS Nordecorerimtional, their close family members and
companies related to them

» Individual shareholders with significant influence
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During the reporting period, Group entities perfethpurchase and sales transactions with relatei@par
the following volumes:

EEK '000 EUR 000

2008 2007 2008 2007
Volume of transactions Purchases Sales Purchases Sales Purchases Sales PurchasesSales
performed
AS Nordic Contractol 13,51¢€ 4,29¢€ 21,88C 40C 864 27E 1,39¢ 26
Subsidiaries of Nordi 3,012 21€,84¢ 2,808 32Z,15¢€ 193 13,987 17¢  2G,590
Contractors
Associates 0 761 31 82,569 0 49 2 5,277
Companies related to
member of the council 2,244 6,185 1,677 17,123 143 395 107 1,094
Total 18,774 230,091 26,393 422,248 1,200 14,705 681, 26,987

EEK '000 EUR '000

2008 2007 2008 2007
Substance of Purchases Sales Purchases Sales Purchases Sales Purchase3ales
transactions performed
Construction contrac 0 219,61( 0 415,83° 0 14,03¢ 0 26,571
Purchase and sale
goods 0 0 0 630 0 0 0 40
Lease and other services 18,774 10,481 26,393 5,7811,200 670 1,687 369
Total 18,774 230,091 26,393 422,248 1,200 14,705 687, 26,987

At period-end, receivables from and liabilitiesétated parties broke down as follows:

EEK '00C, as at 31 Decemt 200¢ 2007

Receivable Payable  Receivable Payable
AS Nordic Cntractor: 1,173 1,37¢ 35 2,341
Subsidiaries 0AS Nordic Contractor 52,72¢ 961 48,84¢ 6,242
Companies related to a member of the council 236 0 -180 0
Associates — receivables 23,824 4 26,681 7,058
Associates loans and intere 11€,262 0 62,895 0
Total 194,221 2,343 138,277 15,642
EUR '00C, as at 31 Decemk 200¢ 2007

Receivable Payable  Receivable Payable
AS Nordic Contractol 75 88 2 15C
Subsidiaries of AS Nordic Contract 3,37C 61 3,122 39¢
Companies related to a member of the council 15 0 12 - 0
Associates — receivables 1,523 0 1,706 451
Associates loans and intere 7,43( 0 4,02( 0
Total 12,413 150 8,839 1,000

Receivables from associates of 23,824 thousandnkrdg®,523 thousand euros) are mainly related to
construction work. At the end of 2007, the correspog figure was 26,681 thousand kroons (1,705
thousand euros).
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EEK '00C 200¢ 2007

Interest Currenc Loan Incl. accruec Loan Incl. accruec

rate liability interest liability interest

SIA Abagars 6.0% EUR 0 0 5,102 102
OU Kastani Kinnisvara 10.0% EEK 14,793 1,293 10,30 600
OU Crislivinca 6.0% EEK 5,412 244 2,639 21
OU Sepavar: 6.0% EEK 1,09¢ 99 894 44
OU Kalda Kodu 6.0% EEK 6,23E 704 4,48¢€ 447
TOV Technopolis-2 9.8% EUR 9,954 1,481 6,854 737
TOV Passage Theatre 9.8% EUR 0 0 3,923 12
TOV Baltic Developmen 9.8% EUR 0 0 12,33¢€ 37C
TOV V.l.Center 6.0% EUR 78,769 3,052 16,357 148
Total 116,262 6,873 62,893 2,476
Including current portion 11,247 2,774 8,341 714
Including non-current portion 105,015 4,099 54,552 1,762
EUR 000 2008 2007

Interest  Currency Loan Incl. accrued Loan Incl. accrued

rate liability interest liability interest

SIA Abagars 6.0% EUR 0 0 32¢ 7
OU Kastani Kinnisvar: 10.0% EEK 94t 83 65€ 38
OU Crislivinca 6.0% EEK 346 16 169 1
OU Sepavara 6.0% EEK 70 6 57 3
OU Kalda Kodu 6.0% EEK 39¢ 45 287 28
TOV Technopoli-2 9.8% EUR 64C 95 43¢ 47
TOV Passage Theatre 9.8% EUR 0 0 251 1
TOV Baltic Development 9.8% EUR 0 0 789 24
TOV V.l.Cente 6.0% EUR 5,04 19t 1,045 9
Total 7,431 439 4,020 158
Including current portio 71¢ 177 533 46
Including non-current portion 6,712 262 3,487 113

Remunerations to members of the board and council

In 2008, the remuneration of the members of thedad AS Nordecon International totalled 14,514
thousand kroons (928 thousand euros). In 2007cdhesponding figure was 14,659 thousand kroon§ (93
thousand euros). In 2008 the board had, on avefiagenembers. In 2007, the number was four.

Members of the board are entitled to terminationelies equal to their past six to twelve monthstiage
service fee, depending on the reason for terminatfny such payments require the approval of the

council.

In 2008, the remuneration of the members of thencibwof AS Nordecon International totalled 1,443
thousand kroons (92 thousand euros). In 2007, dneesponding figure was 1,080 thousand kroons (69

thousand euros).

NOTE 35. Events after the balance sheet date

Subsequent events that do not affect the valuaticessets and liabilities at the reporting date which
will have a significant effect on the financial anfnation of the next financial year are the follogi

= On 24 November 2008 the shareholders of the Groagt®ciate OU Kastani Kinnisvara decided to
increase the share capital of OU Kastani Kinniswaita additional contributions (see also note 19) b
issuing two new shares with a par value of 100hkso(64 euros) and share premium of 5,999,000
kroons (383 406 euros). OU Mapri Projekt acquired new share on 19 January 2009.
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Business combinations, acquisitions of interesgsiint ventures and transactions with minority rets
after the balance sheet date:

Business combinations
Acquisition of OU Kalda Kodu

On 9 January 2009, AS Nordecon International @tldte of the transaction AS Eesti Ehitus) acquared
56 per cent stake in OU Kalda Kodu, an entity tegesl in Estonia for 1 kroon (0.06 euros). On the
purchase price allocation, no changes were matieetoarrying amounts of the acquired entity's asset
and liabilities. As a result of the transactiongatéve goodwill of 22 thousand kroons (1.4 thousand
euros) was recognised as revenue.

The remaining 44 per cent of OU Kalda Kodu belotmghe Group’s subsidiary AS Eston Ehitus.
Taking into account the minority interest in AS @&stEhitus (48%), after the transaction, the Group’s
interest in OU Kalda Kodu is 78.9%.

Acquisition of SIA LCB

In January, the Group’s Latvian subsidiary SIA Nmmoih Infra (at the date of the transaction SIA
Abagars) acquired a 75 per cent stake in the Late@mpany SIA LCB for 23,470 thousand kroons
(1,500 thousand euros). On the purchase priceaditot no changes were made to the carrying amounts
of the acquired entity’s assets and liabilities.@Aesult of the transaction, goodwill of 21,066usand
kroons (1,346 thousand euros) was recognised.

Acquisition of interests in joint ventures
Acquisition of an interest in OU Unigate

On 26 March 2009, AS Nordecon Ehitus (at the détine transaction AS Linnaehitus) acquired a 50
per cent interest in OU Unigate, a company dondciteEstonia. The price of the transaction condiste
of a fixed component of 20,000 thousand kroons7@ thousand euros) and a variable component that
will depend on the entity’s performance in subsedqperiods.

Transactions with minority interests

On 13 February 2009 OU Kaurits (indirect interélsA8 Nordecon International 66%), a subsidiary of
Group company AS Nordecon Infra acquired the reingir84 per cent of the shares in OU DSN
Ehitusmasinad, becoming the entity’s sole sharedndlar 700 thousand kroons (45 thousand euros). On
the purchase price allocation, no changes were rtadee carrying amounts of the acquired entity’s
assets and liabilities. As a result of the tranieacigoodwill of 277 thousand kroons (18 thousaunibs)
was recognised.

On 26 March 2009 the shareholders decided to chitnegeusiness name of the Group’s Parent company
AS Eesti Ehitus for AS Nordecon International. Hsnalso decided that the names of the Group’s main
subsidiaries in Estonia, Latvia and Lithuania wob&lchanged in 2009. The Ukrainian Group entities

will continue using the name Eurocon. The name ghas related to the Company’s strategy for 2009-

2013 according to which the Group will become niaternational.

The strategy approved by the Parent company’s doimniarch 2009 for the next five years does not
foresee any changes in the Group’s business aesivit
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NOTE 36. The Parent company’s unconsolidated finanal statements

Under the Estonian Accounting Act, the unconsoéidgprimary financial statements of the consolidatin
entity (parent company) have to be disclosed inrbtes to the consolidated financial statements. In
preparing the primary financial statements of theeRt company, the same accounting policies hage be
used as in preparing the consolidated financidkestants, except that investments in subsidiar@st |
ventures and associates have been measured &ssoghy impairment losses.

Balance sheet (unconsolidated)

EEK '00C EUR '00C
As at 31 December 2008 2007 2008 2007
ASSET¢
Current assets
Cash and cash equivalents 86,294 129,543 5,515 98,27
Trade receivables 82,441 141,711 5,269 9,057
Other receivables arprepayment 87,98¢ 82,57¢ 5,62¢ 5,27¢
Inventorie: 18,007 12,11¢ 1,151 774
Non-current assets held for sale 0 198 0 13
Total current assets 274,727 366,149 17,558 23,401
Non-current assets
Investments in subsidiari 439,71° 431,77: 28,10: 27,59t
Long-term receivables 127,366 103,656 8,140 6,625
Investment property 0 4,984 0 319
Property, plant and equipmi 9,84¢ 5,572 62¢ 35¢€
Intangible asse 4,571 6,55’ 292 41¢
Total non-current assets 581,498 552,543 37,164 BB
TOTAL ASSETS 856,22! 918,69: 54,72 58,71t
LIABILITIES
Current liabilities
Interes-bearing loans and borrowir 55,361 25,157 3,63¢ 1,60¢€
Trade payables 144,457 107,266 9,232 6,856
Taxes payable 9,097 15,079 581 964
Other payable 91,19: 349,32: 5,82¢ 22,226
Provision: 81¢ 50t 52 32
Total current liabilities 300,923 497,328 19,232 385
Non-current liabilities
Interes-bearing loans and borrowir 206,92: 86,76¢ 13,22¢ 5,54k
Other liabilities 2,47z 714 15¢€ 46
Provisions 2,608 2,554 167 163
Total non-current liabilities 212,002 90,034 13,549 5,754
TOTAL LIABILITIES 512,925 587,362 32,782 37,539
EQUITY
Share capiti 307,56° 307,56° 19,657 19,657
Share premium 0 0 0 0
Statutory capital reserve 20,432 7,058 1,306 451
Retained earniny 15,301 16,70¢ 97¢ 1,06¢
Total equity 343,300 331,330 21,941 21,176
TOTAL LIABILITIES AND EQUITY 856,22! 918,69: 54,72 58,71t
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EEK '000 EUR '000
2008 2007 2008 2007
Restated* Restated*

Revenu 1,032,884 1,227,675 66,015 78,465
Cost of sales 922,448 1,069,686 58,955 68,365
Gross profit 110,436 157,989 7,058 10,097
Distribution expense 5,182 3,044 331 19t
Administrative expenses 45,240 47,477 2,891 3,034
Other operating income 4,329 3,255 277 208
Other oprating expenst -14,37( 18,12¢ -91¢ 1,15¢
Operating profi 78,71 92,59¢ 5,031 5,91¢
Finance income 58,010 38,413 3,708 2,455
Finance expenses 16,666 5,075 1,065 324
Net finance income 41,344 33,338 2,642 2,131
Profit before income tax 120,057 125,936 7,673 8,049
Income tax expen 15,817 5,46¢& 1,011 34¢
Profit for the period 104,240 120,468 6,662 7,699

* Distribution expenses have been presented searsince 2008. For comparability, the presentatibn
the income statement for 2007 has been adjusteutdingly:

EEK '00C EUR '00C
Restate Restate
2007 2007 Change 2007 2007 Change
Distribution expenses 0 3,044 3,044 0 195 195
Administrative expenses 49,090 47,477 -1,613 3,137 3,034 -103
Other operating income 3,255 3,255 0 208 208 0
Other operating expens 19,55€ 18,12E -1,431 1,25C 1,15€ -91
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EEK '00C EUR '00C

2008 2007 2008 2007
Cash flows from operating activities
Cash receipts from customers 1,367,638 1,370,001 ,4087 87,559
Cash paid to suppliers -1,157,034 -1,192,844 -B8,94  -76,237
Cash paid to and for employees -109,591 -87,615 0047, -5,600
Income taxes pa -15,81; -5,46¢ -1,011 -34¢
Net cash from operating activities 85,196 84,074 A5 5,373
Cash flows from investing activities
Acquisition of property, plant and equipment -578 995 -37 -64
Proceeds from sale of property, plant i
equipment 0 134 0 9
Acquisition of subsidiaries -194,678 -1,116 -12,442 -71
Proceeds from sale of subsidiaries 0 627 0 40
Loans grante -70,657 -38,38¢ -4,51¢ -2,45¢
Repayment of loans granted 43,500 50,300 2,780 53,21
Dividends received 32,769 26,748 2,094 1,710
Interest received 25,701 10,428 1,643 666
Net cash used in / from investing activities -16343 47,737 -10,478 3,051
Cash flows from financing activities
Proceeds from loans received 187,235 0 11,966 0
Repayment of loans received -44,697 -18,638 -2,857  -1,191
Dividends pai -92,27( -46,13¢ -5,89i -2,94¢
Payment of finance lease liabilities -585 -486 -37 -31
Interest paid -14,185 -5,375 -907 -344
Net cash from / used in financing activitie 35,49¢ -70,63¢ 2,26¢ -4.51¢
Net cash flow -43,249 61,177 -2,764 3,910
Cash and cash equivalents at beginning of period 9,543 68,366 8,279 4,369
Decrease / increase in cash and cash equivalents 3,249 61,177 -2,764 3,910
Cash and cash equivalents at end of p 86,29 129,54 5,51¢ 8,27¢
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Statement of changes in equity (unconsolidated)

, Share Shart Statutorn Retainec
EEK 000 capital premium capital reserve earnings Total
Balance at
31 December 2006 153,784 108,465 3,000 -8,252 256,997
Dividends declared 0 0 0 -46,135 -46,135
Transfer to capital reserve 0 4,058 -4,058 0
Bonus issu 45,31¢ 0 0 -45,31¢ 0
Issue¢ of share capiti 108,46! -108,46! 0 0 0
Profit for the period 0 0 0 120,468 120,468
Balance at
31 December 2007 307,567 0 7,058 16,705 331,330
Carrying amount of interests under control i ) - 431774
and significant influence
Interests under corol and significan
influence under the equity method ) i ) - 504,979
Adjusted unconsolidated equity at ) i ) )
31 December 200 404,535
Balance at
31 December 2007 307,567 0 7,058 16,705 331,330
Dividends declare 0 0 0 -92,27( -92,27(
Transfer to capital reserve 0 0 13,374 -13,374 0
Profit for the period 0 0 0 104,240 104,240
Balance at 307,567 0 20,432 15301 343,300

31 December 2008

Carrying amount of interests under control

c 9 - - - - 439,717
and significant influence
Interests underontrol and significan
influence under the equity method ) i ) . 549,898
Adjusted unconsolidated equity at ) i ) )
31 December 2008 453,481
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Statement of changes in equity (unconsolidated) (obnued)

, Share Shart Stautory Retainec
EUR "000 capital  premium capital reserve earnings Total
Balance at
31 December 2006 9,829 6,932 192 -527 16,425
Dividends declared 0 0 0 -2,949 -2,949
Transfer to capital reserve 0 0 259 -259 0
Bonus issu 2,89¢ 0 0 -2,89¢ 0
Issue of share capi 6,937 -6,932 0 0 0
Profit for the period 0 0 0 7699 7,699
Balance at
31 December 2007 19,657 0 451 1,068 21,176
Carrying amount of interests under control

P . - - - - -27,595
and significant influence
Interests under control and signific: ) i ) ) 32274
influence under the equity method ’
Adjusted unconsolidated equity at
31 December 200 ) j ) ) 25,854
Balance at
31 December 2007 19,657 0 451 1,068 21,176
Dividends declare 0 0 0 -5,897 -5,897
Transfer to capital reserve 0 0 855 -855 0
Profit for the period 0 0 0 6,662 6,662
Balance at
31 December 2008 19,657 0 1,306 978 21,941
Carrying amount of interests under control

B : - - - - -28,103
and significant influence
Interests under control and signific: ) ) i i 35.145
influence under the equity method '
Adjusted unconsolidated equity at ) i ) )
31 December 2008 28,983
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Al

/

The board of AS Nordecon International has prepanmiwagewﬁent’s discussion and analysis, the
consolidated financial statements and the prdfication proposal fez2008.

Signatures

S

Board of directors

Jaano Vink Chairman of the Board

Sulev Luig: Member of the Boal

Priit Tiru Member of the Board

The council has reviewed the annual report prepbyeithe board, including management’s discussi@h an
analysis and the consolidated financial statemasitsell as the appended auditor’s report, proffitcation
proposal, list of shareholders and the list of Blagent company’s business activities, and has apgriis
presentation to the general meeting of the shadehsl

Council
Toomas Luman Chairman of the Council ... Agaril 2009
=

Alar Kroodo ViceChairman of the Council ...l 15 April 2009
Ain Tromp Member of the Counc 15 April 200¢
Andri Hobemagi Member of the Council 15 April 2009
Tiina Mdis Member of the Council 15 April 2009
Meelis Mildel Member of the Counc 15 April 200¢
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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
To the shareholders of AS Nordecon International

We have audited the accompanying consolidated financial statements of AS Nordecon International, 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 38 to 105.

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 AS Nordecon International 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, 6 April 2009
KPMG Baltics AS

<7

Andres Root Eeli Léadne
Authorized Public Accountant Authorized Public Accountant

Aktsiaselts KPMG Baltics, a company incorporated
under the Commercial Code of the Republic of Estonia,
is the Estonian member firm of KPMG International, a Swiss cooperative.
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Profit allocation proposal

The board proposes that the general meeting of &@é¢on International allocate the profit as fokow

EEK '000 EUR '000
Retained earnings of prior periods 281,415 17,986
Net profit for 2008 145,580 9,304
Total distributable profits at 31 December 2008 420895 27,290
Allocations:
Dividend distribution 30,757 1,966
Transfer to capital reserves 5,212 333
Retained earnings after allocations 391,026 24,991
Jaano Vink Chairman of the Board
Sulev Luiga Member of the Board ‘/7 /‘AV;/ T/ 6 Aprit2009
e /
/e
/’ “/é; 6 April 2009

Priit Tiru Member of the Board ‘/W ........
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List of shareholders whose interest exceeds 10 pegnt

At the date of the general meeting of the sharefieldf AS Nordecon International that approved the
annual report (__ May 2009), the list of ownersatfistered shares who held over 10 per cent ofdtes
determined by shares was the following:

1. AS Nordic Contractors

Registration number: 10359185
Address: Liivalaia 13/15, Tallinn
Type of share: ordinary share
Number of shares: 18,807,464
Par value of a share: 10 kroons
Time of acquisition of the shares: 2002, 2005, 2006
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EEK 000 EUR 000
Classification by the Estonian Classification obBEomic
Activities (EMTAK) 2008 2007 2008 2007
4120Construction of residential and r-residential building 73%91¢€ 661,65¢ 46,90¢ 42,28¢€
4213 Construction of bridges and tunnels 0 18,757 0 1,199
4291 Construction of water projects 276,413 448,69 17,666 28,357
4299Construction of other cil engineering projec 20,52¢ 81,90¢€ 1,312 5,23t
Total construction activitie 1,03(,857 1,20€,01¢ 65,884 77,07¢
Other revenue 2,027 21,657 130 1,384
Total revenue 1,032,884 1,227,675 66,013 78,463

Activities planned for the period 1 January — 31 Deember 2009

Classification by EMTAK

4120 Construction of residential and non-residébtifldings

4213 Construction of bridges and tunnels
4291 Construction of water projec

4299 Construction of other civil engineering pragec
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