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ADDRESS BY THE CHAIRMAN OF THE SUPERVISORY BOARD

The 48" year of operation of AS Harju Elekter was actived aventful, with the positive greatly
outweighing the negative. The less pleasant sidelabt year brought along the Russian-Ukrainian
conflict and its side effects. Although the consames of the conflict on the Harju Elekter Groug ar
not extensive, it affects considerably the Europaatomobile industry and is one of the reasons for
production decline in the factories of PKC Eedtie tGroup’s largest long-term lessee. 5% of the
consolidated sales revenue of AS Harju Elektearsed from management and renting out of industrial
real estate, therefore the closing of the PKC Eefdttory in Haapsalu was equally problematic for
both, the Group and the town of Haapsalu. The demnin construction activities in Estonia also
continued, decreasing the orders for the Groupisstraction-related products, including the public
procurement of substations by Eesti Energia Jadtlsv

The Group’s Supervisory Board and management welee ta react promptly to the changes in the

external environment and take action and decigimeempensate for the decline in the Estonian ntarke
through increasing sales outside the country, & dbjacent markets of Sweden and Finland. The
decision made in June to purchase Finnkumu Oy, ldhgest Finnish producer of prefabricated

substations, made the Group the number one seflesubstations in Finland and also raised

considerably the sales revenue. At the end of &z, the newly acquired Finnkumu Oy was declared
the best enterprise in Finland.

In July we decided to sell to the core investorlong-term 34% holding in the associated company AS
Draka Keila Cables, on the one hand in order taurenshe continuance and development of cable
production in Estonia and on the other hand to reeavailable funds to finance the purchase of
Finnkumu Oy.

The shares of AS Harju Elekter have been listedhenTallinn Stock Exchange since 1997. Even
though the year 2014 saw some turmoil on the wstddk markets and the Tallinn Stock Exchange
dropped 8%, the company’s share was one of thalatynanaged to increase its price (by 3.3%). The
closing price of the share was 2.79 euros. Howemneahe rapidly changing economic environment the
fact that our shares are dividend shares has beewere more important than the fluctuation of their
price. AS Harju Elekter has paid dividends to tiareholders the entire time it has been listedhen t
stock exchange and the continually high numbehafeholders shows that the trustworthiness and the
solid dividend policy of the company is greatlywedi.

On behalf of the Supervisory Board | would liketbank all our customers, partners, shareholders and
employees. We wish to remain a responsible emplayeommitted partner to our customers and a
stable payer of dividends to our shareholders.

[signaturé

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

Recently we have witnessed a number of historicaldfitically and undoubtedly also economically
crucial changes and events. The view that we apeitaio achieve a balance in the world has been
replaced by an understanding that nothing is fanggd any more. Values, agreements or security now
lack a clear scale. Everything that has happenddsahappening does not provide us any certainty of
what to expect from the future.

The Harju Elekter Group has based its businessiisi of all of its companies and in following the
wishes and expectations of its customers and paramea firm ground, which has allowed us to erd th
eventful year 2014 beyond the expectations. Thieflaancial year is mainly characterised by steps
taken to set the stage for future development. @ri€inland’s largest manufacturers of prefabricated
substations, Finnkumu Oy, joined the Group; the sdlour shareholding in the associated company
Draka Keila Cables gave us a strategic option taicoe and increase cable production in the Keila
Industrial Park; the development of the first resiate project was started at the Allika Industfiaik
acquired during the financial year. At the sameetiwe actively reorganised our business activities
related to Sweden and paid intense attention tketiag. The activities of the Harju Elekter Group
were noticed and valued, as demonstrated by theiadpecknowledgements and awards both to the
subsidiaries as well as the Group as a whole.

Regardless of complications on markets and fiemapetition we were able to increase the Group’s
sales volume by 5%, bringing it to the third besgult throughout the history of the company — 50.6
million euros. Sales outside Estonia grew to aned®% of sales revenue. Operating profit increased
28%, reaching 2.2 million euros, and extraordinf@mgncial income contributed to a remarkable 89%
growth in our net profit, to 9.8 million euros. Dughout the entire financial year the Group way ver
well financed. Investors and shareholders shouldwed# satisfied with our solid balance sheet.
However, today we have to admit that in spite ef dtstanding economic performance the share price
and market capitalisation of AS Harju Elekter remsasome tens of percent below the equity figures as
a result of passive trading on NASDAQ Tallinn.

The Group’s sales are geographically rather divdtse&companies’ economic activities have advanced
most in the Finnish segment, which as a resulocdlisales as well as the Group’s companies’ sales
Finland grew by 26%, achieving a 58% share in tr@u@@s sales volumes.

The strength of the Harju Elekter Group has alwlgen conducting business in a sustainable and
forward-looking way, recognising our responsibilitywards society. We consistently support the
engineering education at the Tallinn UniversityTechnology as well as electricity related cooperati
and security aspects within the professional aatiooi EETEL. Youth sports and recreational actgiti

at the company’s locations are also not forgot#e. strive to be advisers and opinion leaders in the
world we are in interaction. AS Harju Elekter casd®ut improving people’s welfare, but also about
more general decisions concerning the choices exutisy of society.

To round up the successful financial year | woulke Ito thank our customers for their trust, all the
Group’s employees for their hard work and our shalders for their support and advice.

[signaturé

Andres Allikméae
Managing Director/CEO
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MANAGEMENT REPORT

MISSION

To be well-known and accepted manufacturer of MVAIgctrical equipment and automation solutions
in the Baltic Sea region by responding to the tfeneeds without delay with competence and quality
and by offering added value and reliability to pars in co-operation projects.

GOAL

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

AS Harju Elekter have been manufacturing electgcplipment since 1968. The Group’s main income
comes from energy distribution equipment (substatiocable distribution and fuse boxes) and
automatic control boards for the energy sectorustry and infrastructure. 70% of the products are
marketed outside Estonia.

HARJU ELEKTER GROUP’S ORGANISATIONAL CHART

Harju Elekter

Subsidiaries Strategical Investments
[ . M ) ENERGOKOMPLEKSS
AS HARJU ELEKTER ELEKTROTEHNIKA - , o
Manufacturer of electrical equipment for energy MV/LV equipment sales organisation
100% distribution, industrial and construction sectors, L 14% in Riga

located in Keila

. AS HARJU ELEKTER TELETEHNIKA + PKC GROUP Oyj
Manufacturer of telecom and fibre optic products, : Manufacturer of wiring systems
1009 located in Keila i B9,
-l— SATMATIC OY | Fnkomy Oy
Manufacturer of L 100%

100% industrial control and

aufermtiom deviass Finnish leading prefabri-

located in Ulvila i cated substation

and in Kerava L manufacturer in Kurikka
& RIFAS UAB " Automatikos Iranga

Manufacturer of P51

0 automatic equipment,
63% control and distribution
units, located

in Panevezys

i A company which
i deals with design,
i in Panevezys

4R HARJU ELEKTER AB

w (Suspended for an unspecified term since 1.4.2014)
90% Sales office in Stockholm
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OVERVIEW OF THE ECONOMIC ENVIRONMENT

Global economy

According to the World Bank the global economy gitem?.6% in 2014; this year’s growth is expected

to be 3.0%. The whole year was strongly affectedlraade unstable by the Russian-Ukrainian conflict,
along with the sanctions imposed, which in turnemére indirect cause of exchange rate fluctuations.
The exchange rate of the euro against the dolldrtlaat of the rouble against the euro and the dolla

both fell considerably. Besides that, the most irtggd event influencing the global economy was

undoubtedly the decrease in oil prices from th&pee of USD 115 per barrel in June to around USD
60 per barrel by the end of the year. At the same,tthe low raw material prices enabled the US
economy to recover and the weakening of the eudcahaadditional positive influence on the economy

and export competitiveness of the Eurozone. Fromngnthe countries of the world, economic growth

was fastest (7.4%) in China. The world's largesérgm exporter Russia faced its first economic

recession since 2009, mainly due to the declimgaduction and investment at a time when there were
already problems with the rouble. Inflation remaih@w, reaching its lowest level in several decades

Euro-area

Contrary to expectations, 2014 did not bring almuoevival in the economy of the Eurozone. Partially
because of the Ukrainian crisis and the sancticarswith Russia, although the introduction of negati
interest rates for commercial banks by the Europ&amtral Bank was not able to boost the economy as
intended either. Industries were not producing, esiim consumption remained low and foreign
markets had been lost (e.g. Russia as regardsubigrad products and consumer goods or China as
regards industrial equipment and machine-toolsivaR¥ sector continued to pursue savings, which
suppressed both growth and inflation. On top of there were several local issues, such as thegall
of extraordinary elections in Greece, economicrsitign in Italy or the dangerously high burden of
debt in France. The situation was also not goodtlier European growth engine Germany, whose
economy has come to a halt, or for Estonia’s closeghbours. The economic situation of Estonia’s
main trading partners did not improve with the yeather the opposite. The sanctions were a hard hi
for Finland who has not been able to break outhefrecession and whose economic growth barely
made it into the positive. Sweden’s economic growith not meet expectations either, but it was
significantly faster than that of Finland and as@dyanticipate it to continue. There are, howeseme
positive signs — the weakening of the euro stremughthe export competitiveness of the entire
Eurozone, lower prices of oil and mineral resoust@nulate consumption (Estonia and the EU are both
net importers), interest rates and inflation rensiaxtremely low levels.

Estonia and Baltic countries

The drivers of economic growth in the Baltic Statese been broadly the same: domestic demand,
support from the EU, increased productivity of therkforce and foreign trade. The slightly faster
growth of Lithuania was largely the result of aifige reaction to the decision to join the Eurozamel

the OECD in 2015. In Latvia, the growth was suppaitty the introduction of the euro as the common
currency in January 2014. Estonia’s economic grawtB014 was 2.1%, the Latvian and Lithuanian
economies grew 2.3% and 2.9%, respectively.

The main risks associated with the economic devedopt of Estonia were related to the Russian-
Ukrainian conflict, as well as uncertainty in thar&one and the standstill of the Finnish economy.
Estonia’s economic growth in 2014 was positivelfluenced by the manufacturing industry, energy
and retail trade sectors, while value added deetk#sconstruction, transport and storage. Regssdle
of the weak external climate exports increaseddpixto Russia), mainly supported by the growth of
sales in the manufacturing industry. A large péarthe industrial sector’'s growth was generatedhsy t
production of electronic equipment. The share oplegee compensation in the economy increased,
stimulating consumption and retail trade. The ragiowth of employee compensation is reflected in
social tax receipts, which grew more than 8% wittiia year. At the same time, companies’ profits
dropped and investments decreased, as indicatételyecline in both value added of the construction
sector and the imports of capital goods. The rédudh investments is mainly attributable to themy
sector.
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YEAR 2014

Since 1.4.2014, the Supervisory Board of AS Hatiekter decided to suspend the activity of Harju
Elekter AB for an unspecified term. According t@ tGroup’s development strategy, Scandinavia and
Sweden continue to be significant target markeistte reason behind this step was the inefficaeikt
cost-intensive business model used 2011 - 2013pdReibility for the Group’s Sweden-oriented
business activity and the local clients was takesr by the sales and development teams of AS Harju
Elekter Elektrotehnika, along with partner agenssdd in Sweden. Sales in the Swedish market
increased in 2014 compared to the previous yeatrbgst two times.

On 17 June 2014, Satmatic Oy, a subsidiary of A§uHalekter in Finland, signed a contract for the
purchase of all shares in Finnkumu Oy, Finlandtgdat pre-fabricated substation producer. After the
transaction, Finnkumu Oy continues to operate uridepwn name and brand as a wholly-owned
subsidiary of Satmatic Oy. By purchasing Finnkumy @e Group will increase our market share in
Finland as well as elsewhere in Scandinavia ang&ses the product range.

In Q2 negotiations took place about selling minostake in the associated company of AS Harju
Elekter. On 9th of July 2014 AS Harju Elekter carttgdd a contract according to which AS Harju
Elekter sells their 34% holding in AS Draka Keilalles to the core investor Prysmian Group. Selling
the holding was a strategic decision of Harju Eekiroup. AS Harju Elekter is going to continueselo
cooperation with AS Draka Keila Cables in the prectents of low voltage and other cable products;
similarly long-term rental contracts of producti@gilities are going to remain in force.

In September, an invitation to tender was annourinedrder to find a contractor for a 3100° m
production building to be built in the Allika Indugl Park, resulting in an agreement signed betwee
AS Harju Elekter and Merko Ehitus Eesti AS. The staiction works were launched in October. The
construction is to be completed in June 2015, aometiminary lease contract has also been signed.

Krediidiinfo AS awarded to AS Harju Elekter the diterating AAA (excellent) and to its subsidiary AS
Harju Elekter Elektrotehnika AA (very good). Theing of Krediidiinfo AS assesses the activities of
the company as a whole and represents an aggrega¢ssment of the company’s economic and
financial condition as well as the payment pattetress than 10% of the Estonian companies have
credit rating AAA or AA.

Finnish subsidiary Finnkumu Oy was awarded thefmate “Suomen Vahvimmat 2014 by the client
register of Suomen Asiakastiedon. The creditwodssnof the company is the main evaluation criterion
and the title is awarded to a company that hastinechighest requirements of Alfa rating. The number
of such companies makes up only 12% of all compsar@gistered in Finland.

Swiss CE Asset Management, along with its Balticrgas, announced the next nominees for the
Corporate Excellence Award. AS Harju Elekter, arflowyear in the row was recognised as the best in
Estonia. It was recognised thanks to its markeitipos stable customer base, good historic economic
results and promotion of the general managemethieotompany.

In the Group’s Estonian and Finnish subsidiariée process of implementing the Lean 5S/6S
principles of increasing productivity and activtien order to increase profitability and customer
satisfaction through the cost-effective use of ueses was continued.

The Group’s subsidiaries participated actively xhibitions: in February, Satmatic Oy participated i
the International Exhibition of Electricity Telecomunications Light and Audio Visual (Sahko, Tele,
Valo and AV), in Jyvaskyla and in Subcontractingchibition in Tampere, in September. AS Harju
Elekter Elektrotehnika participated in SLO Autumrckibition in September and AS Harju Elekter
Trade Group presented its products range in tleenational building fair Estbuild, in April.
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BUSINESS RESULTS

5 years statistical summary

Group 2014 2013 2012 2011 2010
Statement of comprehensive incomg@nillion EUR)

Net sales 50.6 48.3 52.8 46.7 40.9
Operating profit 2.2 1.7 2.0 2.0 15
Profit attributable to owners of the Company 9.7 5.2 3.5 2.8 2.2
Statement of financial position at the end of theear (million EUR)

Total current assets 25.1 15.9 16.5 154 14.4
Total fixed assets 44,7 55.2 43.1 37.5 40.7
Total assets 69.8 711 59.6 52.9 55.1
Equity attributable to owners of the Company 58.562.5 48.8 40.3 44.0
Equity ratio (%) 83.8 87.9 81.8 76.2 79.8
Rates of growth(%, y-0-y)

Net sales growth 4.8 -8.5 13.1 14.2 1.1
Operating profit growth 27.8 -11.5 -2.7 33.3 -16.1
Profit attributable to owners of the Company growth  87.9  46.8 26.8 27.6 76.9
Assets growth -1.8 19.2 12.7 -4.0 39.5
Equity attributable to owners of the Company growth -6.4  28.1 21.1 -8.3 43.1
Performance indicators (%)

Operating margin 4.4 3.6 3.7 4.3 3.7
Net margin 19.3 10.7 6.8 6.3 5.6
Return of assets (ROA) 138 7.9 6.3 5.1 3.2
Return of equity (ROE) 16.0 9.2 7.9 6.6 4.4
Shares (EUR)

Average number of shares (1000 pc) 17,400,400 17,093 16,800 16,800
Equity per share 3.55 3.20 2.61 2.51 2.22
The closing price 279 270 2.64 2.28 3.02
EPS 0.56 0.30 0.21 0.17 0.13
P/E 498 9.00 12.57 13.41 23.39
Dividend per share o015 0.10 0.09 0.07 0.06
Liquidity ratio

Current ratio 2.8 2.3 1.8 1.8 1.8
Quick ratio 1.9 1.4 1.1 1.0 1.1
Personnel and remuneration

Average number of employees 459 455 452 427 424
Number of employees at the end of the period 483451 478 457 440
Wages and salaries (million euros) 9.2 8.6 9.1 7.7 7.0
Operating margin = Operating profit/Net sales *100

Net margin = Profit attributable to owners of then@pany /Net sales *100

Equity per share = Average equity attributablewmers of the Company /Average number of shares
Return of assets (ROA) = Profit attributable to evgof the Company /Average total assets *100

Return of equity (ROE) = Profit attributable tarters of the Company /Average owner’s equity *100

Current ratio = Average current assets/ Averageeatitiabilities

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

P/E = Share price/EPS

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

[l Management'’s proposal
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In the 2014 annual report the financial indicatoff\S Harju Elekter (the consolidating entity) aitsl
subsidiaries: AS Harju Elekter Elektrotehnika, A&rjd Elekter Teletehnika, Harju Elekter AB (until
31.3.2014), Satmatic Oy, Finnkumu Oy and Rifas U&B consolidated line-by-line and the results of
affiliated company - AS Draka Keila Cables - by #gpiity method until 30.6.2014.

On 17 June 2014, Satmatic Oy purchased all sh&arEmokumu Oy, Finland’s largest pre-fabricated
substation producer. The annual report, prepared & December 2014, comprises, as of 1 July 2014,
the financial statements of Finnkumu Oy.

In July 2014, Group sold its 34% holding in AS DaaKeila Cables to the core investor Prysmian
Group.

AS Harju Elekter has a share of 4.6% in the Finmismpany PKC Group Oyj. The shares of PKC
Group Oyj are presented in the statement of firrposition at their market price. The changese t
market price of the shares can have a substaffeakt ®n the value of the assets and the ownerstyeq
in the Group.

Earnings and margins

Sales revenue, net and operating profits

sales revenue profits
million euros million euros
60 12
50 - 10
40 - 8
30 - 6
20 - -4
10 ~ )
0 - - 0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2104
I Sales revenue = Qperating profit Net profit

In 2014 the consolidated net sales of the Groupeased by 4.8% compared with the reference period,
amounting to 50.6 million euros. The operating jrof the reporting year increased by 27.8% to 2.23
million euros and net profit by 89.0% to 9.78 naitlieuros.

Out of the consolidated net sales 40% (2013: 47%s e@ontributed by the Estonian, 50% (2013: 40%)
by the Finnish and 10% (2013: 12%) by the Lithuarmampanies.

The Group’s main area of activity is the productamd marketing of electric power distribution and
transfer equipment and related activities. As ystilase activities made up the largest part of the
consolidated sales volume, i.e. 90.5%; real estatieother activities accounted for 9.5%.

As to the markets, once again the Finnish and kstamarkets were dominant with 88% (2013: 86%)
of the Group’s products and services sold ther@ 80 the Group’s products and services were sold
outside Estonia (63% in the reference period).dasing the share of foreign markets has been, dnd w
continue to be in the longer term, one of the sgiatgoals for the Group’s management.

Revenues from the Estonian market decreased dthingeporting year by 15.3% amounting to 15.2

million euros. Reduced investments in the Estoeiaergy distribution sector resulted in a decrease |

the sales volumes of MV distribution equipment aobstations. Considerably fewer orders under the
public procurement contract have been fulfilled. tbe Estonian market, enquiries about this type of
equipment have dropped. As the requirements for édipment have been reduced, lower-rated but
price-wise more competitive European brands wibajualify in procurements. The volume of orders
for energy sector products as defined in the pudsticurement contract is expected to increase 1520

9
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The economic situation in Europe, the weak comipetiess of Finland and the continuing downturn in
the Finnish export sector are also reflected inett@nomic performance of the Finnish industriat@ec

in 2014. At the same time, increased orders inRimaish electrical energy distribution sector have
helped to raise revenues. Satmatic Oy was suct¢@sshe strong competition, especially as regéings
energy distribution sector. Annual sales to thenisim market increased by a quarter. In the secaifd h
of the year, a positive impact on the growth of Eirenish market came from the addition of the sales
revenue of Finnkumu Oy, a unit substation prodaagired in June, which provided a 17% increase
on the Finnish market in the 12-month period. Thieup’s Estonian and Lithuanian companies have
also made a big contribution to the activities ba Finnish market. The companies in the Estonian
segment increased their sales to Finland by 53%wen12-month period, to 12.6 million euros, 5.8
million euros of which comprised products sold tigb the Finnish subsidiary. In the reporting period
the companies in the Estonian segment sold 58% maéucts than in the reference period. The
Lithuanian segment’s deliveries to Finland in tle@arting year amounted to 1.9 (2013: 0.6) million
euros, with intra-Group turnover accounting foryodl8%. The Estonian and Lithuanian segments’
sales revenue earned from external customers larfeiramounted to 23% of the sales revenue on the
Finnish market in the 12 months of the year in tjaes

A significant part of the Lithuanian segment’s newe comes from the sales of electrical equipment,
which decreased 4% in the 12-month period. In #poiting year, sales revenue from the Lithuanian
market dropped by 61%. When the Lithuanian marletoanted for 44% of the segment’s sales

revenue in 2013, then in the year concerned thigdi dropped to 19%. At the same time, companies in
the Lithuanian segment have increased their salkesnes on foreign markets by 33%, with deliveries

to Finland growing by 1.3 million euros in 2014.

In Q1, the Group suspended the business operatioits Swedish subsidiary. As of April 2014, AS
Harju Elekter Elektrotehnika is responsible for fBeoup’s activities regarding Sweden. In the 12-
month period, the Group sold products to the Svrediarket in the amount of 1.6 million euros, which
is almost twice as much as in the reference periodQ4, active efforts continued to find new
cooperation partners in Sweden. The company paatied in several tenders. In the last quarter ®f th
reporting year, bids for substations on the Sweniatket amounted to nearly 1.25 million euros.

Sales revenue from other European Union markets ¢wel.14 million euros during the year. While
deliveries to France decreased in the reporting, \&des volumes in the Latvian, Danish, German,
Polish and Portuguese markets increased. In tluetieg year, the company expanded to a new market
— Slovakia. All in all, the sales volumes to otligrropean Union countries have increased by half a
million euros.

The Russian-Ukrainian conflict, along with the d&ns imposed, had a strong impact on the whole
year. Deliveries to Eastern Europe have decreageedrly 0.6 million euros, to 0.3 million eurosher
volume of sales to the US market has grown.

Revenue by business area Revenue by market

85% m Electrical
equipment

29, M Sheet metal
products/services

29, ™ Telekom
products/services

30% mEstonia

58% wmFinland
2% | Lithuania
3% MW Sweden
2% m Other EU
5% m Others

6% M Sales of electrical
components

4% M Real estate rent

1% m Other services

10



AS HARJU ELEKTER ANNUAL REPORZ014

Cost of products and services sold increased % 4l3ring the year, remaining in the 12-month period
0.5 percentage points below the growth rate ofssed®enue in the reporting year. As a result, the
consolidated gross profit for the 12-month pericasv@.1 (2013: 8.5) million euros. In comparison to
the reference period, the gross profit margin impcb by 0.4 percentage points with the year,
amounting to 17.9%.

Compared to the beginning of the year, the numiieth® Group’s employees has grown by 32,
reaching 483, with 18 employees joining us in catine with the acquisition of Finnkumu Oy in Q3.
As a consequence of adjusting the salaries of s employees in the second half of 2013, strong
pressure to raise salaries, as well as the implemen of a manufacturing employees’ qualification
system at the Group’s Estonian companies, labosisda manufacturing grew from 1 January 2014,
resulting in an increase of labour costs as conadptrehe reference period. In the 12-month period,
labour costs increased by 6.0%, amounting to 12dllomeuros. The ratio of labour costs to sales
revenue was 23.8% (2013: 23.5%).

The Group’s distribution costs in the 12-month périvere 2.7 million euros, increasing by 3.6%
compared to same period in the previous year. 8hie of distribution costs to revenue was 5.4%,
remaining at the 2013 level. General administraixpenses decreased by 0.6% to 4.0 million euros
during the year. The ratio of general administetxpenses to revenue was 8.0%, having decreased by
0.4 percentage points. In Q2, some of the stathefFinnish company was restructured from general
administration into sales. In the reporting yehe, Group wrote off 103,000 euros in doubtful detits,
figure for the reference period was 155,000 euros.

Overall, the growth rate of operating expensesdddaehind that of sales revenue, increasing by 3.8%
to 48.3 million euros during the year. In the rejpy year, EBITDA as well as EBIT increased both by
0.5 million euros, to 3.7 million euros and 2.2 il euros, respectively. Return on sales before
depreciation for the 12-month period improved Wy [@ercentage points, amounting to 7.4%, and return
of sales by 0.8 percentage points, amounting 4.4

Dividend income in the reporting period was 0.901& 0.95) million euros. In 2014, 200,000 (2013:
90,000) shares of PKC Group Oyj were sold, wittaficial income from selling the shares being 4.6
(2013: 1.7) million euros. The annual profit fromancial investments totalled 5.6 (2013: 2.6) roili
euros and total financial income in 2014 amountebl 7 (2013: 2.6) million euros.

In Q3, the Group sold its 34% holding in AS Drakeili Cables; the financial income from selling the
shares was 1.8 million euros. Until June 30, theu@rconsolidated a profit of 0.8 (2013: 1.3) mitlio
euros from the associated company.

Income tax expense in 2014 was 675,000 (2013: 80% &uros.

The consolidated net profit of the reporting yeasvd.8 million euros, increasing by approximatety 4
million euros. The share of the owners of the pacempany amounted to 9.7 million euros. EPS was
0.56 (2013: 0.30) euros.

Other comprehensive income

The market price of a share of PKC Group Oyj onHetsinki Stock Exchange decreased during the
period of 12 moths by 6.72 euros and closed at71&utos (2013: increased by 8.76 euros to 24.19
euros). Other comprehensive loss from the revaloadf financial assets amounted to 7.41 million
euros in the reporting year, in the reference petth@re was a comprehensive income of 11.69 million
euros. 4.61 (2013: 1.66) million euros of revalomatprofit were earned from the sales of financial
assets. As a whole, the revaluation reserve ilowresr's equity decreased by 12.02 (2013: increaged
10.03) million euros. Differences in the exchanage remerging in recalculation of figures of a fgrei
company formed an insignificant part of other coam@nsive income/loss.
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Financial position

The amount of the consolidated balance sheet oGteep as of 31 December 2014 was 69.8 million
euros, decreasing by 1.3 million euros during thary

Most of the changes in the fixed assets derivexh fralue adjustment of long-term investments in the
Helsinki Stock Exchange and the sale of financgslets. Overall, the cost of financial investments i
the statement of financial position decreased b hdllion euros in the reporting year. In July 201
the Group sold its 34% holding in AS Draka Keilabs. As at the beginning of the year, the book
value of the associated company in the statemeimanicial position was 3.6 million euros.

In the reporting year, the Group’s investmentsixed assets amounted to 1.9 million euros; in the
reference period, this figure was 2.3 million eurd$irough business combinations, fixed assets
totalling 4.9 million euros were acquired (Note .3@yerall, the cost of fixed assets decreased by 10

million euros the 12-month period amounting to 4#illion euros.

By the end of the year business claims and prepatgramounted to 6.9 million euros, increasing by
1.0 million euros during the year, and inventoryoamted to 8.1 million euros, increasing by 2.3
million euros, 1.5 million euros of which was intery related to the acquisition of the subsidiary.

As at the reporting date, the Group’s liabilitiesatled 9.95 million euros, of which short-termbilities
made up 8.4 million euros. The Group’s liabilitiesreased by 2.7 million euros with the year. Trade
payables and other payables grew the most: 2.6omiduros, reaching 7.0 million euros. Short-term
liabilities increased by 2.3 million euros yearymar.

By the end of the year interest-bearing debt obibiga amounted to 1.1 (31.12.2013: 1.8) millionasur
with short-term obligations making up 0.3 (31.12.200.7) million euros. As at 31 December 2014,
interest-bearing debt obligations formed 11.0%hef Group’s liabilities and 1.6% of the cost of &sse
as at 31 December 2013, these figures were 24.2°2.8f0, respectively.

In the 12-month period, the net debt (interest-bgadebt obligations — cash and bank accountsfef t
Group decreased by 6.5 million euros, amounting @ million euros by the end of the year. Theoati
of net debt to owners’ equity was -17.4%; in thiemence period, it was -3.8%.

During the year, the owners’ equity of the Grougrdased by 4.0 million euros, amounting to 59.8
million euros by the end of the year.

At the end of reporting period current assets arrelto 36% (2013: 22%) and fixed assets to 64%
(2013: 78%), on the other hand, foreign capitabaaoted for 14% (2013: 10%) and owners’ equity for
86% (2013: 90%) of total assets.

In the reporting year, net cash from operatingvéis was 2.8 (2013: 2.5) million euros and 5.612
0.5) million euros from investment activities. Tlegest expenditure in the reporting period was the
acquisition of the subsidiary Finnkumu Oy. The owneere paid 6.7 million euros for their sharese Th
acquired company had 1.9 million euros in its aotouvesulting in a total net cash outflow of 4.8
million euros. The largest revenues came from #ie of financial assets (shares of PKC Group Oyj
and the associated company), in the total amoutf df million euros (2013: 1.8 million euros). PKC
Group Oyj paid dividends to its shareholders a0Oedros per share. In 2014, AS Harju Elekter
received dividends in the amount of 910,000 (2@58,000) euros.

In 2014 the Group paid dividends of 1.8 (2013: Ini)lion euros. Overall, the net cash used in
financing activities was 2.5 (2013: 2.3) millionres. Cash and cash equivalents increased in the
reporting year by 5.9 million euros, amounting tQLmillion euros, while in the reference period it
increased by 0.8 million euros amounting to 4.liamleuros.
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BUSINESS SEGMENTS

Revenue by business segment

As of 31 December 2014 the Group was
active in two fields — production and real
estate — where the accompanying risks and
rewards were very different and both fields of
activity had enough weight to form a separate
segment. The share of the trading group
operating within the parent company and, of
Harju Elekter AB (suspended for an
unspecified term since 1.4.2014), has during
the last years (including 2014) remained
below the essential 10% and, therefore, it
was recognised as within the composition of
other fields of activities

90% ™ Production

5% MRealestate

5% mOther
activities
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PRODUCTION Revenue by company

The production segment includes electrical
equipment factories in Estonia (AS Harju Elekter
Elektrotehnika), Finland (Satmatic Oy, Finnkumu

Oy) and Lithuania (Rifas UAB) which produce

mainly electric power distribution equipment

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

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

37%m AS Harju Elekter
Elektrotehnika

48%m Satmatic Group

10%™ Rifas Group

5o, AS Harju Elekter
Teletehnika

In 2014 production gave 90.5% (2013: 88.9%) of
the consolidated sales revenue. The segment's
volume of sales decreased within a year by 6.7%
amounting to 5.8 million euros
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AS Harju Elekter Elektrotehnika

AS Harju Elekter Elektrotehnika, which is fully oew by the Group, is a leading manufacturer and
distributor of MV/LV distribution units in Baltic @untries. The headquarters and plant of AS Harju
Elekter Elektrotehnika are located in Keila comipdgs11,000 rf of production, warehouse and office
premises. The average number of employees is A€I8 35 of them working in sales and R&D.
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The economic activities of Harju Elekter Elektraida in 2014 can be considered sound, as the
company was able to retain its market share irdéodining domestic market and even increase ién t
foreign markets at a time of economic crisis, kegpis sales volumes at the level of the previeasy.

The company’s sales revenue in 2014 was 19.9 (2BQ.3) million euros in an environment where
domestic consumption was low and the economic sciisi Europe had weakened the customers’
business situation as a result of poor demandrdatly, the company was also affected by the Rossia
Ukrainian conflict. Although the economy of the Broone did not recover in the past year as expected,
the share of sales of AS Harju Elekter Elektrotlkartio foreign markets increased, including intra-
Group sales by 29%, reaching a record 53% of salesues.

There were positive developments in carrying oaperation contracts with the Finnish OEM (original
equipment factory) and contracting entities in #reergy sector. We also received challenging new
orders for manufacturing automation panels for itftistrial sector, MV and LV substations for the
energy sector and special substations for the tndusector. At the same time, the orders for déad
products decreased with the year. Therefore weireged to widen our product range and directed
additional resources to finding new markets, insirgg the share of special solution products with a
higher value added, and developing further prdjested cooperation. As a result of successful
negotiations a number of new large long-term coaipan contracts were also concluded.

As regards product groups, unit substations withcoete and metal enclosures still held the leading
position in sales revenues. Sales of substatians gy 6.5% compared to the previous year, amounting
to 66% of the company’s annual sales revenue, tvighspecial substations (port cranes) product group
significantly improving its position. Substationseng followed by the LV equipment, LV serial
products and MV primary and secondary distributioits’ product groups, the sales of which both to
domestic and foreign customers met expectations.sticcessful Q4 brought the annual sales revenues
of LV equipment to a three-year record level.

In April 2014, the activities of Harju Elekter ABere indefinitely suspended due to the inefficiemd a
cost-intensive business model. Responsibility ier Group’s business activities regarding Sweden and
the customers in that country went to the sales daedelopment team of AS Harju Elekter
Elektrotehnika and the partner agents in SwedenaAesult of structural reorganisation and good
marketing, sales in the Swedish market increaséukimeporting year.

14
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The updating of the company’s long-term strategy tire implementation of employees’ qualification
system continued in 2014. As regards describing phecesses for increasing management
effectiveness, we reached the final stage of deumip success-based indicators and finished the
preparations for structural changes to be impleatkimt 2015 in connection with the creation of gyali
and logistics departments. As concerns procesdagevent, the development of the planning process
must be highlighted, where employees’ proposalandigg the organisation of production constituted
input for the consultations on improvement. TheaB8vities continued in the production units. Alket
activities mentioned above are crucial to setting tompany’'s objectives and for the smooth
functioning of the organisation, as well as a pnelttion for increasing productivity.

In order to better understand the expectations raaetls of customers, the company continued to
regularly seek customer feedback on the qualifysahain processes. We are happy to note thaten th
basis of customer feedback, the quality of the amgs customer service (the recommendation index)
has moved in a positive direction, meaning thataugtomers are increasingly recommending AS Harju
Elekter Elektrotehnika as a business partner. ificgmation is also valuable for improving business

processes within the company. The introductionoofhglementary options of the business software, MS
Dynamics AX, also continued, including the improwar of the registry of electronic purchase

invoices and the management reporting environn@nttop of that, both licensors and key customers
audited the production of MV and LV distributionitsnon several occasions throughout the year,
during which the compatibility of products and teidal documentation, the manufacturing process of
products and other quality assurance related isgaes thoroughly examined. The audits are useful fo

all parties and constitute an important basis diture cooperation.

During the reporting year, the company participabedarious professional fairs and customer faisda
and several customer visits and study days weraniggd. Active cooperation continued with the
Tallinn University of Technology in the fields ofq@uct development and testing new products; d join
study programme with the Tallinn Polytechnic Schwat launched.

In order to ensure the development and growth ef dcbmpany active export marketing will be
continued in forthcoming years. In order to enhacm@petitiveness the activities related to incragsi
the effectiveness of the main processes in the aognpnd improving the organisation of work and the
environment protection will be carefully observadditional opportunities are created by extendimg t
exciting product range, reinforcing the co-opemati@tween the companies belonging to the Group and
continuing the co-operation with higher, speciaisad vocational educational institutions.

Revenue by product group Revenue by market

74% W Equipment for

energy/power 49% M Estonia
. distribution
19% = Equipement for 46% W Finland
industry sector

6% M Equipment for 3% m Sweden

building sector

2% | QOthers

1% m Others
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AS Harju Elekter Teletehnika

The main activities of AS Harju Elekter Teletehnikehich is fully owned by the Group, include the
manufacture and marketing of data and telecommtioicdoxes and other equipment and accessories
and fibre optical cables for the telecom sectoradiition, a range of customer-based sheet metal
products and semi-manufactured articles are prabufmr the electrical engineering sector,
subcontracting works are carried out and servieaslared in the area of sheet metal processing and
finishing. The company also comprises a mecharigabkion, which executes special orders for
companies in Keila Industrial Park, and holds laenfor designing, installing and maintaining fred
security systems. The factory is located in Keild the company employs 65 people.

2014 was a year of improving production organisatémd developing new sales channels for the
company. The focus was on increasing the profitgbdf specific product groups and customer
segments, as well as on improving general effigigngproduction. Several activities were directéd a
raising customer satisfaction and security of sypgth the ultimate objective of boosting customer
confidence in the company’s products and servicethe sheet metal sector, as in previous yeagseth
was strong competition as regards prices and dgltraes.
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Overall, the sales revenue of AS Harju Elekter fe#ieika in the reporting year remained practicaly

the same level as in the previous year, decredsmng.4% to 2.9 million euros. Both sales on the
domestic market and intra-Group export increasgd.h% and 13.4% respectively, but sales outside
Estonia decreased by 2.4%. The share of expotteinompany’s sales revenue was 55.2%. The largest
foreign market was Finland (90% of total exportnturer), followed by Sweden and Germany. The
slight decline of foreign markets was mainly retat® the Finnish telecommunications segment
customers, who decreased their investments inta dammunication networks as a result of the
unstable political and economic environment.

Revenue by product group Revenue by market

51% M Products/services for
telecom sector

30% m Sheet metal products

48% M Estonia

2% ™ Industrial 47% m Finland

subcontracting e
erman
3% M Intermediate sale 2% \l

39, M Others

14% M Others
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As concerns product groups, products and servioged to the telecommunications sector held the
leading position with 58.5%, followed by sheet mg@ducts, industrial subcontracting, intermediate
sale of products and services and other produdsenvices.

Several customer audits were organised at AS Heglter Teletehnika in 2014, whereby customers
evaluated the functioning of the company’s processal its ability to ensure product quality. Fe@#tba
from customer audits is crucial, as it helps thengany to better understand customers’ needs and
adjust its processes accordingly, in order to aftestomers more value added on a higher level.

During the past financial year, the company preskrits products at several fairs in Finland and
Germany. The rapidly changing economic environnfertes companies increasingly to focus their
production activities and define their product @dtomer segments more strictly. In close coopmrati
with customers and as a result of continuous prodewelopment, AS Harju Elekter Teletehnika
developed several new products as well as improxexdions of existing products. The company
committed to the development of production orgaitasaconcentrated on the improvement of planning
accuracy and increasing security of supply anddaed the measurement and adjustment of operation
times in production. In the field of manufacturitige development of the 5S programme continued, the
aim of which is to reduce non-value adding acgtand the misuse of resources as well as to iraprov
efficiency and product quality. A new system forgrgding stock and cost accounting of sheet metal
was implemented.

The keywords for AS Harju Elekter Teletehnika dgritihis year will be the growth of sales, short
delivery times and products with higher added valwhich constitute a precondition for both,
increasing sales revenue and productivity, as agefinsuring the company’s sustainability and bogsti
competitiveness. The company focuses on the developof new competitive products, improving the
cost-effectiveness of production processes anthegptbe level of customer satisfaction. Development
of employee knowledge and skills increases eachm@'s contribution, making the company more
competitive and sustainable.

Satmatic Group

On 17 June 2014, Satmatic Oy, a subsidiary of A§uHalekter in Finland, signed a contract for the
purchase of all shares in Finnkumu Oy, Finlandigdat pre-fabricated substation producer. After the
transaction, Finnkumu Oy continues to operate uridepown name and brand as a wholly-owned
subsidiary of Satmatic Oy.

In 2014, the Satmatic Group’s sales revenue amdutde26.0 million euros, and there are 92
employees working in Group.

Satmatic Oy

Satmatic Oy, a fully owned subsidiary of AS Harjleler, is a leading producer of automation
equipment for the industrial sector and of eleghdever distribution and transfer equipment in Fiala
The product range of the company covers the nekdastomers from the development of products,
programmes and projects to full maintenance servibe range of products is wide and the company
aims to offer its customers up to 20kV products antiitions. A substantial part of products and
solutions of Satmatic Oy are sold outside Finlaittiee directly or through mediators i.e. Finnish
exporters. Satmatic Oy is also an importer andleetaf the products of the companies belonginthto
Group in Finland. The headquarters and the fagibtlie company are located in Ulvila near Porie Th
company also has a sales representation in Keravader to better service businesses and other
customers in Helsinki-area. The company hires 7pleyees.

The unstable economic environment in Europe anditmnturn in the Finnish export sector were also
reflected in the 2014 sales revenue of SatmaticE9gn so, increasing orders in the energy distinhbut
sector contributed enough to ensure that the coppaales revenue grew compared to the previous
year, reaching 21.4 (2013: 19.7) million euros.eSabutside Finland either directly or through
intermediaries accounted for 63% of sales revenue.
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Satmatic Oy operates mainly in three sectors: imdlisector, energy production and distributiontee
and infrastructure. According to the type of supplyo different production models can be
differentiated: contract manufacturing and projeased product/solution. However, such orders from
customer groups orientated to exports create wingrtaccompanied by the risk that such orders may
be easily moved from Finland to some other couwtngre the production costs are substantially lower
and/or the final customer is closer. The energydpction and energy distribution sector including
different renewable energy solutions and investméentuclear power stations, where orders arereithe
made in the domestic market or the closest neigifpaountries, show a remarkable increase.

Revenue by product group Revenue by market

28% m Equipment for
energy/power
distribution

64% M Equipement for
industry sector

g9, M Equipment for
building sector

The activities of the company are based on valuuogtomer relations, paying great attention to
developing first-rate professional products/solsias well as offering mutual added value. A madera
increase as regards project products continueldeimeporting year, therefore additional resourcesew
used for the development. Various electric, cortwad automation installations were developed at the
factory and delivered to customers in the pulp paper industry, as well as the rock wool, steel and
food industries and for offshore, shipbuilding anithing sectors and (electrical) power stations.

37% M Finland

55% M Indirect

export
g9, | Direct

export

The main target countries were Sweden, RussianBpfahina, USA and Finland. Within the product
group of serial products and products for contatomers, car heating switchboards and charging
stations formed the largest share, with the pradowinly sold by wholesalers. The share of energy
distribution sector products in the product poitfoincreased as a result of the leading Finnish
substation manufacturer Finnkumu Oy joining the Wrothe products — unit substations and cable
distribution boxes — of this product group wereagkd primarily to Finnish network operators, apyer
and power stations. On-grid and off-grid solar ggesolutions proved to be the stand-out products in
the renewable energy sector.
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The daily business operation and organisation dm&@c Oy follows quality and environmental
policies based on international standards. Issekded to both quality and the environment, are
discussed as an integral part of everyday managesaas, development, manufacturing, logistics and
real estate management activities. The companyjsdoy®es have received the relevant training that
enables them to take note of problems and makeestiggs to ensure that transport, waste management
and usage of materials and energy are organisegt bad in a more environmentally friendly way. The
activities of Satmatic Oy do not involve environrtadly hazardous waste and the company’s operations
are in accordance with quality and environmentahagement standards ISO 9001/2008 and ISO
14001. In addition, Satmatic Oy has a valid UL ifiegte, which is a prerequisite for selling the
company’s products on the US market.

In 2015, the company’s activities will be focused finding new customers and more efficient
involvement of wholesale and retail traders in #@es of substations, distribution and transfer
equipment, as well as increasing on-line salesortter to further develop the organisation of the
company, greater attention will be paid to inteyiag the work of the development department and
organising logistics more efficiently. With the ebfive of increasing the company’s sales revenue,
alongside offering first-class service to existingstomers, we will concentrate on finding new
customers on domestic and foreign markets, usitiy tbaditional and electronic sales channels. fFurth
growth is expected from improving the efficiencyroéirketing activities in relation to the producfs o
Harju Elekter Group (substations, distribution b&xetc.) and involving wholesalers. To increase the
sales of renewable energy products, heating swotfuls for car parks and charging systems, these
products will be made even more customer friendly.

Finnkumu Oy

Finnkumu Oy is a wholly-owned subsidiary of Satm&ly and Finnish leading prefabricated substation
manufacturer, involved in the planning, productand sale of electricity distribution devices, mginl
substations and distribution cabinets. The commarhgéadquarter is located in Kurikka and the
company employees 17 people. In 2014, the compasatss revenue amounted to 9.0 (2013: 10.4)
million euros, of which 4.0 million euros includeso the Harju Elekter Group’s sales revenue.

Rifas Group

Rifas UAB is AS Harju Elekter’s Lithuanian subsidiawhich located in Panevezys. AS Harju Elekter
own 62.7% of shares of the company. The main dreativities of the company is the production and
marketing of industrial automation equipment aneceic power distribution and transfer equipment.
The Rifas Group (hereinafter “Rifas”) comprises Htighuanian manufacturing enterprise, Rifas UAB,
and its subsidiary, Automatikos Iranga UAB, whigbesialises in design. The company hires 82
employees.
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In 2014, the sales revenue of Rifas amounted tqZD23: 5.8) million euros. The decrease in sales
revenue was due to the strategic decision to sl the company’s existing product portfolio,
according to which it was decided to withdraw frdme general contracting business that had so far
accounted for a substantial part of the comparglassrevenue but entailed high risks, and to folaus,
the sake of a sustainable future, on its primativities: the development, production and sale &f M
and LV electric installations. Although the saledwnes of other product groups increased during the
reporting year, it was not enough to cover thedssaiffered in the business segment given up.

Most of the net sales come from the production salds of project based products and services and a
small part of it from the intermediate sale of &lieccomponents. Different frequency converterctle

and control boxes have the largest share in thgeraf products of the company followed by control
systems and panels and energy distribution products

Revenue by product group Revenue by market

19% m Lithuania
99% M Equipment for

industry sector 47% mEU
countries
329% ™ Other
1% ® Equipment for Europe

building sector, 2% W Others

infrastructure

According to the company strategy and focal pdmthe fields of activities, main emphasis was qut
boosting the efficiency of production processes mmutleasing production capacity, primarily in the
export markets. During the year, the standardisadsfdhe company’s product range continued and new
standard products and solutions were developedstiaild ensure a strong basis for increasing the
volume of production. Long-term persistent efforesulted in the conclusion of new important
cooperation contracts with several foreign partners

The introduction of the new business and accourgoftyvare continued in the company; in 2014, the
main focus was on implementing the production ciypastanning and project management modules,
along with introducing the financial and managensatounting modules. Besides that, throughout the
year preparations were ongoing for the introductiamid adoption of the euro as of 1 January 2015,
when Lithuania became member of the Eurozone. Xbleamge rate was fixed at 1 EUR = 3.4528 LTL.

For the further development of the company the rfaeas will be put on the reinforcement of strategi
relations with existing cooperation partners andctive marketing to find new customers and prsject
The development of project based customer relaborf®reign markets will continue.
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REAL ESTATE HOLDING AND OTHER ACTIVITIES

Revenue by activity
The sales revenues of the real estate segment
(Parent company) and other non-segmented
activities (Parent company’s Trade Group and
until 31.3.2014 Harju Elekter AB) totalled 9.5%
(2013: 11.1%) of the consolidated sales revenue,
out of which merchandise formed 49.2%, rental
income 45.1%, intermediary sale of services
4.0%, and income from other products/services
formed 1.7%

55% M Real estate
39% mTrade business

6% Other

Real estate holding

The sales revenues of the segment were 2.4

million euros, being on the same level comparing

to the previous year. Rental income amounted to

2.2 million euros, accounting for 89.3% (2013: 90)1of the profit of the segment. Rendering public
and other services totalled 10.7% (2013: 9.9%Mhefdales revenue of the segment.

Other activities

During the reporting period, the sales revenuestbér non-segmented activities decreased by 8.4%
amounting to 2.68 million euros and forming 5.199%2: 6.0%) of the Group's sales revenues. The
main revenue sources were the intermediary sgbeoofucts and the sale of Group’s products (eleddtric
equipment). Revenue from the sales of other seswi@s 49 (2013: 80) thousand euros.

AS Harju Elekter

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

The business activity of the Parent company giv€869(2013: 9.6%) from the consolidated sales
revenues.

Harju Elekter AB

Harju Elekter AB is a representation and salesrosgdion of the Group founded in 2010 in Sweden.
AS Harju Elekter has a share of 90% in the subsidia April 2014, the activity of Harju Elekter AB
was suspended for an unspecified term, becaudeeadihefficient and cost-intensive business model.
Responsibility for the Group’s Sweden-oriented bess activity and the local clients was taken tyer
the sales and development teams of AS Harju El&ltektrotehnika, along with partner agents based in
Sweden. Sales in the Swedish market increasedlih 26mpared to the previous year by almost two
times.
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OTHER FINANCIAL INVESTMENTS

SIA Energokomplekss

SIA Energokomplekss is a sales organisation, fodnite 2006. At the beginning the Group’s
participation in the Latvian company SIA Energokdekgs was 10% and it was increased to 14% in
2009. Holding in SIA Energokomplekss makes it gumssto participate together in invitations-to-
tender for MV and LV equipment in Latvia.

PKC Group Oyj

PKC Group Oyj (hereinafter PKC) is a Finnish pulglitaded company, which manufactures cable
insulation for the automobile, telecommunicatior atectronics industries. In 2014, sales revenue of
PKC was 829.2 million euros and the Group employ€x437 people.

PKC shares are quoted on the Helsinki Stock Exahamgl AS Harju Elekter has 4.6% of PKC shares
as at December 31, 2014. The market price of theestdecreased in 2014 by 6.72 euros and on the las
day of trading the price of a share on the HelsBtkick Exchange was 17.47 (2013: 24.19) euros. PKC
shares are valued in the balance sheet accordimgitket price and the change in the market price of
the shares has a direct influence on the GrougstasThe cost of investment in assets and reserves
equity decreased by the loss of 7.4 million euvd#hin the comparable period increased by the profi
of 11.7 million euros. At a high price level, inder to promptly finance the purchase of the Fimnis
subsidiary, 200,000 shares in PKC Groupi Oyj wetd 51 May. The book value of the shares sold was
4.8 million euros. In total, the cost of financiavestments decreased by 12.2 million euros to 19.1
million euros during 12 months period.

Profit earned from financial investment
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PKC Group Oyj paid dividends to the shareholdei® Guros per share. In 2014 AS Harju Elekter
received dividends in the amount of 907,000 (2@4R8,000) euros. In Q2, the Group sold 200 (2013:
90) thousand PKC shares, the nonrecurring prafiviich amounted to 4.6 (2013: 1.7) million euros.

Share of PKC Group Oyj in 2012-2014

N N )
W.‘" "||,|’,|""WL_U.' ]\,---\-"n',.,\
™y

I " "
N it v

22



AS HARJU ELEKTER ANNUAL REPORZ014

PERSONNEL

The companies of the Harju Elekter Group are |latateEstonia, Finland and Lithuania. However,
most of the employees (85%) work in either Estamidinland. While in Estonia unemployment has
been declining (2014: 7.4%) and employment ratsingifor several consecutive years, in Finland
unemployment started to grow again last year, ativogino 8.8% of the working age population in
December 2014. The structural unemployment, whiab femained on a relatively high level, is a
concern for both countries. In Estonia and Lithaaemployers have difficulties finding high quality
labour and this is aggravated by the unattracgvellof salaries in the business sector and thitoaut
of highly qualified specialists from these courdri€he shortage of highly qualified labour has wéa
constant pressure to raise salaries.

number of Personnel and labour costs million
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As at the balance day on 31 December, there wed¢248.3: 451) people working in the Group and the
average number of employees was 459 (2013:455)dyew wages and salaries totalled 9.2 (2013:
8.6) million euros in the year 2014. The averaggesaper employee per month amounted 1,669 (2013:
1,584) euros. It is important to note, that therage wage in Finland is a multiple time higher
compared to Estonia and Lithuania.

The majority of the Group’s employees — 311 peeplworked in Estonia, including 48 people who

worked in the Parent company. At the end of the ytbare were 92 people working in Finland and 80
in Lithuania. From 483 employees working in the @r®&75 of them were men and 108 women, 113 of
whom have higher education, 317 people have secpratavocational secondary education and 53
have basic education. In order to improve the slalhd qualifications of employees joint in-service

training courses have been started in co-operatitnhigher and vocational educational institutions

Harju Elekter Group is characterised by is itsdoliganisational culture. The high percentage oo
term employees motivates newcomers to preservedawelop this culture. 62.9% of employees have
worked in the Group for over five years

The average age of the Group’s employees has rethatable, and was 41.2 years in the accounting
year. To find new competent employees, AS Harjktekeco-operates with universities and vocational
schools which in summer use the companies of tloegseither as their basis for vocational training o
in the framework of in-service training or retraigiprogrammes.

Since 2001, AS Harju Elekter has had close co-t¢peraelations with Tallinn University of
Technology (TUT), since 2010 as Golden Sponsorr@eyears, altogether 50 Bachelor's or Master's
degree students have participated in the schofambigramme and five young engineers are currently
employed by the Group. In cooperation with the Tafid under the leadership of Marek Magi, an
electrical engineer at the subsidiary AS Harju EeElektrotehnika, a prototype of a storage deface

a substation with an energy management systemitapacs completed. Within the framework of a
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joint development project of AS Harju Elekter Eleltehnika and TUT, the prototype device is being
tested at the TUT on a real micro-grid test befdie prototype device will be presented for thet firs
time in May 2015 at the largest Nordic electricagji@eering fair Elfack in Gothenburg.

Harju Elekter Group’s Estonian enterprises carrysaweral co-operation programmes with the Tallinn
Vocational Education Centre, Tallinn Polytechnich&al, TTK University of Applied Sciences, and

other schools. Finnish subsidiary continues a ctwseperation with Satakunta University of Applied
Sciences and Tampere Technical University.

Employees by country Length of service

179 Mup to 5 years

142 m6-10years

311 m Estonia
98 m 11-20vyears

92 ® Finland
29 M 21-30years
80 m Lithuania
23 MW 31-40vyears

12 ™ more than 41
years

In the reporting year, companies in the Group ot to focus on optimising costs and ensuring the
efficient operation of the organisation. The quedifion system of manufacturing employees was
implemented in the Group’s Estonian companies duthre reporting year, which has helped link
employees’ skills and contribution to a fair andtivating pay and pointed out possibilities for the
development and for increasing salaries. The doalibn system implemented has proven to be so
successful that the mapping of jobs of administeappersonnel is planned to be carried out in the
beginning of 2015. Exercises and training coursgarised for employees during the year were mainly
aimed at improving professional skills and quadifions. In the production units, activities congdun
order to implement the 5S production model andt fiesults have been achieved in the form of
increased productivity and reduced losses. Besidgsfirst aid courses are organised after evenget
years and special courses introducing the mostritapbamendments to the relevant laws are offered t
working environment representatives. All employaes constantly briefed about waste handling and
the organisation of the waste sorting in the corgpan

The Group has many possibilities for motivatingoggsonnel:
a bonus system linked to operating profit and imeslall employees. Bonuses dependent on profit
motivate employees to always consider the outcdntiger work for the company as a whole;
share-option schemes, aiming at involving membetiseodirecting bodies and employees of
companies of the Group to motivate them actindnéltest interest of the Group;
the cross company as well as cross-border emplya®ange programmes, promote the rapid
development of knowledge and skills within the Graund offer rotation opportunities.

AS Harju Elekter is a responsible and caring emglayffering its employees contemporary working
and recreation conditions. The Group is involvedanstructive co-operation with the Keila Indudtria
Park trade union, one of the main outcomes of wisiclollective labour agreement. The stability,igbc
guarantees and motivation scheme offered by ASuH&gkter promote trust between the company and
its employees and prevent the disruption of work.
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INVESTMENTS AND DEVELOPMENT

In 2014, the Group investments to real estate,ilbénfixed assets and intangible fixed assets lintal
1.9 (2013: 2.3) million euros. In addition, fixedsats totalling 4.9 million euros were acquireatigh
business combinations.

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

Investments and development
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The development of the MS Dynamics AX managemedttasiness software continued in the Group’s
Estonian companies. Although the largest investmignthat regard were made in the years 2009-2011,
work continued to identify, adjust and introducevneodules and additional options of the business
software. In 2014, the focus of the Group’s Estordampanies’ development activities in the field of
information systems was on projects related to fmss analysis and information dissemination;
preparations were started for the upcoming reneftdle management and business software version in
2016. The Group’s Finnish and Lithuanian subsid&svere also carrying out activities to implement
and develop the management and business softwateintggrate it into a common platform.
Development of the CRM and QlickView programmestitared in all subsidiaries. Investments in the
development of business software made during {hertiag year totalled 188,500 (2013: 84,500) euros
and investments in information technology equipn@@mnobunted to 98,000 (2013: 73,800) euros.

As regards process developments, the developmeiheofplanning process in AS Harju Elekter
Elektrotehnika must be highlighted. All subsidiarieontinued with the 5S activities to increase
productivity and reduce additional costs.

Work involving grants from the European Union stunal funds in the development projects of the
Group continued. The projects were mainly aimeddexeloping key activities of the companies,
preparing strategies and training the personneprrrement in qualifications, team work training).
With assigned technology grants the production loipa will continue to be enhanced through
improving the technology which resulted in the ioy@d quality and security of supply necessary for
successful export activities as well as shortedpetion cycles. In 2014, assigned grants were vedei
mostly for marketing actions and totalled 15.4 @019.0) thousand euros.

According to the development principles of the Gxothe Group’s companies aims at the continuous
modernising and development of new products to niteetneeds of its customers and to improve
production technology. In 2014 the developments;agtcost price, of the Group amounted to a tiftal
0.60 (2013: 0.62) million euros, accounting for%.af the Group’s sales volume.
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The main product development resources of the Gaveoncentrated in the Estonian subsidiary, AS
Harju Elekter Elektrotehnika; Satmatic Oy and Rifa8B specialise in industrial products and the
development of renewable energy solutions.

The year 2014 was diverse and interesting for tlstoritan product development team. The
Development Centre which pools the engineers froodyrct development and technical departments
and sales engineers of AS Harju Elekter Elektratehgrew by 4 persons. New the unit consists of 23
employees. The Development Centre will be an inmrkthat will provide sales units with innovative
products and solutions and offer technical supporfproduction units. The Development Centre
includes a laboratory for the development, buildamgl testing of new prototypes and for introducing
new product samples.

A significant part of the product development regses of the Keila Development Centre in 2014 was
used to develop a new solution for substations waticrete and metal enclosures specifically degigne
for the export markets. Product development aetwiaind testing products at the Tallinn University
Technology continued, during which the productiba emart grid substation prototype and device was
developed and implemented. The upgrading of thetatibn product portfolio was started with the aim
of ensuring the compatibility of these productshvilie requirements of the new directive, soon teren
into force.

In the reporting year, large long-term cooperatoomtracts to manufacture substations and control
system cabinets for the export markets were cordwahd successfully launched. The Group’s product
development team developed challenging solutiongannection with the manufacture of control
system cabinets for the industrial sector, MV/LVbstiations for the energy sector and special
substations for the industrial sector. One positiggelopment was the significant improvement of the
position of the special substations product graupch has used up considerable product development
resources.

The Finnish and Lithuanian subsidiaries focussedl@relopments and projects related to renewable
energy and offering suitable solutions in thisdieDn top of that, Satmatic Oy made efforts toease

the level of automation by purchasing and instgliwo new pieces of equipment: a CNC punch press
and a cable connector installation and cuttinga@®evihe Finnish subsidiary increased its saleslaf s
power equipment and services. The development afirfge switchboards for car parks and charging
systems for electric cars continued in order toerthlkese products even more customer-friendly.

The Group’s subsidiaries participated actively irofessional fairs: in February, Satmatic Oy
participated in the International Exhibition of Efdcity Telecommunications Light and Audio Visual
(Sahko, Tele, Valo and AV) in Jyvaskyld and in bcantracting fair in Tampere in September. Also in
September, AS Harju Elekter Elektrotehnika partig#gl in the traditional SLO autumn exhibition, and
in April, the AS Harju Elekter Trade Group presehits product range at the international buildiaiy f
Estbuild.
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QUALITY MANAGEMENT AND ENVIRONMENTAL POLICY

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

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

Following the principles of quality management amgironmental policy the subsidiaries of the Group
continually focused on optimising important worlopesses and on the efficient use of materials and
products in order to reduce the resultant waste toinimum. Fire safety training was organised for
workers which consisted of a theoretical part al a® a field exercise. In addition to that several
occupational and electrical safety trainings werganised for workers. The productivity was
continually increased in Estonian and Finnish slibses by further elaborating 5S production
principles.

During the accounting year several audits of kegoants, product certification companies and vendors
of licensed products were successfully carriedmmstbsidiaries of the Group. The further developine
of the management and business software and imptaetiren of additional modules continued in all
subsidiaries; the Finnish company’s work also idelilisoftware related integration activities.

According to the requirements of quality standd&13 9001 and ISO 14001 internal and external audits
are carried out in the Group’s companies at leasteoa year and after every three years the
recertification is carried out. In January 2014eavrcertificate for the next three year period veasied

to AS Harju Elekter Teletehnika. This was precettydcomprehensive audits which were passed
flawlessly by the companies. Regular annual auslése carried out in other subsidiaries. The next
recertification will be carried out in 2015. Consgeqtly, the organisation of production in all the
companies of the Group meets the requirements efitkernational quality and environmental
management systems, ISO 9001 and ISO 14001.

Company 2005 | 2006 2007 2008 2009 2010 | 2011 2012 2013 2014
HE 1SO9001/1SO14001 up to
Elektrotehnika (since 2000) 1/2016
HE Teletehnika 1SO9001/IS014001 up to

(since 2002) 1/2017
Rifas 1S014001 upto

ISO9001 (since 2003) OHSAS 1212015
18001
Satmatic ISO9001 (since 2003) 1S014001 18/’)28015
- recertification
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CORPORATE TARGET FOR 2015

The preparation of the Group’s action plans anddiganisation of business activities of companies
belonging to the Group are built on the Group’sglberm development strategy according to which
short-term as well as long-term decisions are glioyg the Group’s aim to be the well-known and

recognised producer of electrical equipment andraation devices in the Baltic and Scandinavian
countries who manufactures and delivers a highbfgssional range of products and comprehensive
solutions in the segment of MV and LV productsngsadvanced technology and the best know-how
available. The Group’s activities derive from thencept of supporting our customers’ and partners’
interests and preferences in all our actions actsides.

Alongside first-class service offered to our exigticustomers, the key factor for the Group’s furthe
development continues to be finding new customerd imcreasing sales outside Estonia in the
neighbouring countries, other EU countries and bhdyoThe Group’s marketing and sales are
increasingly concentrated on foreign markets, dgued technically and quality-wise impeccable
products and solutions in accordance with our enste’ and partners’ high expectations.

In 2015, the Group will focus on:

o more efficient marketing and sales activities dndaimestic markets and on expanding these
activities

e continuing work to find new customers, partners prajects in Scandinavian countries

e remaining a part of our loyal customers’ businedividies and an integrated partner worldwide

o further developing the product and service rangednénenergy and industrial automatics sector
and industrial real estate sector in order to affestomers and partners even more focussed and
comprehensive solutions

o developing energy efficient and smart technicalisahs

e developing solar power stations and including th@mour product range; improving and
adapting the existing product range developedarGloup

e ensuring greater efficiency of the business aatiwviand production processes of the companies
belonging to the Group through the addition of tleressary development projects and/or
resources

e developing information systems throughout the Grdogt would allow using modern and
smart solutions in decision-making processes akasal reporting system that includes future-
oriented assessments

e smart and focussed investments in production ressurreal estate development and
information technology

o active efforts to seek out and launch potentiahritial investment, merger and takeover
projects
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SHARE AND SHAREHOLDERS

The shares of AS Harju Elekter were first listedtloa Tallinn Stock Exchange on September 30, 1997.
Tallinn Stock Exchange is part of the largesthange company in the world, tNASDAQ Grouplt
delivers trading, exchange technology and publimmany services across six continents, with over
3,200 listed companies.

The share capital of AS Harju Elekter is 12.18 iomlleuros which is divided into equal 17.4 million
ordinary shares. The nominal value of a share7i@ 8uros. The symbol of an AS Harju Elekter share i
NASDAQ is HAELT. ISIN: EE3100004250. All shares #meely negotiable on the stock exchange and
each share confers an equal right to vote andceive a dividend. All the shareholders of the comypa
are equal and there are no separate restrictioagreements concerning the right to vote. According
the information available to AS Harju Elekter thgreements concluded with the shareholders do not
include any restrictions related to the transfesludres; neither do they include any specific pasier
audit.

2013 was a record year for the world’s stock exgkarwith both US and German shares reaching new
heights and the London Stock Exchange being justtshf a record level. In 2014 the markets
experienced more turmoil but regardless of a modest, the largest stock market index in the US,
S&P 500, increased by 12% during the year. Thertgagear was far less positive for the European
shares — the Stoxx Europe 600 index grew by 4%.

The Tallinn Stock Exchange OMXT index fell by 8% %65 points with the year, having the smallest
turnover in history and decreasing by one-third parad to the previous year, to 127 million euros.
According to analysts the year was difficult, priithaon account of the unpredictable Russian-
Ukrainian crisis that affected the performance ohuwmber of companies. Out of the 15 shares
remaining on the stock exchange only four were @iblése, including that of AS Harju Elekter.

In the reporting year, the share price of AS Hdfjakter increased by 3.3% to 2.79 euros and the
company’s market value as at December 31 was 4li6rmeuros. Compared to the previous year, the
volume of transactions and the number of sharegdrdecreased.

Key share data

EUR 2014 2013 2012 2011 2010
Number of shares (in thousand)17,400,000 17,400,000 17,093,443 16,800,000 16,800,000
Nominal value 0.70 0.70 0.70 0.70 0.64
Highest price 2.85 2.92 2.80 3.54 3.14
Lowest price 2.52 2.46 2.30 2.19 2.02
Closing price 2.79 2.70 2.64 2.28 3.02
Change (%) 3.3 2.3 15.8 -23.8 45.9
Market value (in million) 48.55 46.98 45.94 38.30 50.74
Traded shares (pc) 800,823 936,162 759,869 663,917 2,039,910
Turnover (in million) 2.17 2.48 1.88 1.88 5.40
Earnings per share, EPS 0.56 0.30 0.21 0.17 0.13
P/E 4.98 9.50 12.57 13.41 23.39
Dividend per share *0.15 0.10 0.09 0.07 0.06
Dividend yield (%) 5.4 3.7 3.4 3.1 2.0
Dividend payout ratio (%) 26.6 33.7 44.5 42.4 46.5

* Proposal of the Management Board
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Share of AS Harju Elekter in Tallinn Stock Exchange 2012-2014
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Shareholders structure, at 31 December 2014

At the end of 2014, AS Harju Elekter had 1,473 shalders. The number of shareholders decreased
during the year by 27 persons. The largest shatehaf AS Harju Elekter is AS Harju KEK, a
company based on local capital which as at Dece®bge2014 held 32.0% of AS Harju Elekter share
capital. Members of the supervisory and managetneatd and persons or companies associated with
them hold 9.55% of the shares. The comprehensiveflishareholdens available at the website of
the Estonian Central Register of Securifieaw.e-register.ee).

Shareholder structure by size of holding

Holding No of shareholders % of all shareholders % of votes held
> 10% 2 0.14% 42.92%
1.0-10.0% 12 0.81% 27.91%
0.1-1.0% 54 3.67% 15.03%
<0.1% 1,405 95.38% 14.14%
Total 1,473 100.0% 100.0%
Shareholders by country > 5% shareholders

329% M AS Harju KEK
80% m Estonia

11% ™ ING Luxembourg
S.A.
6% ® MrEndel Palla

11% M Luxemburg
4% m USA
3% ®mSweden B Mrs Tiina Kirsme
5%

1% M Finland A46% M Others

1% m Others

Shareholders by category

56% m Companies,
banks, funds

44% m Individuals
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Dividends

According to the dividend policy of the Group, adhed of the net profit of regular activities is
paid out as dividendBhe Group has an established practice of payingdividends on gains from
other financial investments. The actual ratio vii# determined based on the Group’s cash flows,
development prospects and funding needs.

As a result of strong capitalisation the Managenigwdrd proposes to pay a dividend of 0.15 (2013:
0.10) euros per share, totally 2.61 (2013: 1.74ljanieuros for the financial year 2014, which tolls

the principle of paying out a one third of the asnuet profit minus exceptional profit from the esaif

AS Draka Keila Cables.

Dividends history
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For dividend history and ratios, please refer oKley share data table.
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CORPORATE GOVERNANCE

Corporate Governance Report 2014

AS Harju Elekter follows the Articles of Associati@f the company, the relevant legislation of the
countries in which it operates and as a public a@mpAS Harju Elekter also observes the rules ef th
Tallinn Stock Exchange, the Principles of the Coap® Governance Code and the requirements to treat
investors and shareholders equally. Accordingly, A&ju Elekter complies, in all material respects,
with the provisions of CGC. Explanations for depees from CGC are provided below. In addition, our
corporate governance report contains information to@ annual general meeting of 2014, the
supervisory board, the management board and espkthHarju Elekter's governance structure and
processes.

CGC Article 1.3.3

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

Since AS Harju Elekter does not have the requiesthriical equipment and acquisition of such
equipment would be costly, currently attendanceparticipation in general meetings is not possilyle
means of communication equipment.

CGC Article 2.2.1

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

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

CGC Article 2.2.7

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

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

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

Management, incl. Managing Director/CEO is paidaammual bonus of 0.4% of the consolidated net
profit (belonging to the owners of the Parent comypan total. The annual bonus is approved by the
chairman of the Supervisory Board and is paid dftergroup’s annual statement has been audited.

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

CGC Article 2.3.2

The supervisory council shall approve transactitimst are significant to the issuer and are entered
into between the issuer and a member of its managieboard, or another person connected or close
to them, and shall determine the terms of suchstiations. Transactions approved by the supervisory
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council between the issuer and a member of the geanant board, or a person connected or close to
them, shall be published in the issuer’'s Corpofaternance Report.
In 2014 no such transactions were performed.

CGC Article 3.1.3

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

In June 2010 the Supervisory Board of AS Harju tlekormed the Audit Committee of the company
following the relevant requirement provided forthye Authorised Public Accountants Act, affirmed its
Statutes. In 2013, members of the Supervisory BoawlS Harju Elekter, Triinu Tombak and Andres
Toome act as members of the Committee. The Audii@ittee has the following tasks: observe and
analyse the processing of financial informatiore #ificiency of risk management and internal audit;
the process of audit control of consolidated finaingtatements; the independence of the audit coynpa
and the auditor who represents the firm of auditorghe basis of law; as well as to submit proposal
and recommendations to the Supervisory Councilsgues provided by law. Details of the Audit
Committee and its position in the organisation Wwélavailable on the company’s website.

CGC Article 3.2.5

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

The shareholders’ general meeting of AS Harju Elekias the competence to elect and approve the
membership of the Supervisory Board and the ternitsofappointment. The shareholders’ general
meeting which was held on 3 May 2012 appointedntieenbership of the Supervisory Board for the
following 5 years, setting 750 euros a month agterate for a member of the Supervisory Board and
1,600 euros a month for the Chairman of the SuperyiBoard, while the Chairman of the Supervisory
Board working in company’s management shall beestbjo the reward system used in AS Harju
Elekter (see also CGC explanation for CGC Artic2.2). No severance pay is allotted to members of
the Supervisory Board.

CGC Article 3.2.6

If a member of the Supervisory Board has attendsd than half of the meeting of the Supervisory
Board, this shall be indicated separately in thegeoate Governance Recommendations Report.
During the reporting year, all of the members hattended most or all of the meetings.

CGC Article 3.3.2

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

Members of the Supervisory Board must avoid anyfliobrof interest and follow the requirements of
prohibition on competition. The Supervisory Boamidahe Management Board work in close co-
operation, acting according to the Articles of Agaton and in the best interests of the compard/ an
its shareholders. In 2014 no conflicts of interestsurred.

CGC Article 5.3
Among other things, the issuer’'s general strategic trerapproved by the Supervisory Board are
available for shareholders on the issuer’s website.
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The company’s Management Board believes that gliydtea business secret and should not be made
public. However, the general trends and significengtics have been included in the Management
Report.

CGC Article 5.6

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

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

CGC Article 6.2

Electing the auditor and auditing the consolidafidncial statements.

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

Governance principles and additional information

A public limited company’s AS Harju Elekter govangibodies are the shareholders’ general meeting,
the Supervisory and the Management Boards.

General meeting

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

The annual general meeting of 2014 was held on § &l&eskvaljak 12 in Keila, Estonia. A total of
65.57% of the voting stock were represented. Tineigg meeting approved the 2013 annual report and
profit distribution. Presentations were made bydhairman of the management board, chairman of the
supervisory board and auditor.
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Supervisory Board

The supervisory board plans the activities of thmgany, organises the management of the company
and supervises the activities of the managementbd&e supervisory board meets according to need
but not less frequently than once every three noomihmeeting of the supervisory board has a quorum
when more than half of the members participate2dh4, the supervisory board met nine times. All
members of the supervisory board attended all astrobthe meetings. According to the Articles of
Association, AS Harju Elekter’s supervisory boags IB-5 members. The members are elected by the
general meeting for a period of five years.

In connection with the expiration of the authorisatdeadline of the Supervisory Board of AS Harju
Elekter, the AGM assigned a five-member SupervisBoard for the next five-year period, at its
meeting on 3 May 2012. The present members of ba@dEndel Palla (chairman), Ain Kabal, Madis
Talgre, Triinu Tombak and Andres Toome. In 2014r¢hwere some changes in Supervisory Board of
AS Harju Elekter. Mr Madis Talgre, a member of Swpervisory Board of AS Harju Elekter presented
to the company an application for his resignatiamf the position of AS Harju Elekter Supervisory
Board member. AGM elected on its 8th May meeting Adire Kirsme to the position of AS Harju
Elekter Supervisory Board member. Since 8th of Mhg, Supervisory Board has 5 members with the
following membership: Endel Palla (Chairman andR&anager of AS Harju Elekter) and members
Ain Kabal (Hansa Law Offices), Aare Kirsme (Chaimaf the Supervisory Board, AS Harju KEK),
Triinu Tombak (financial consultant) and Andres frao(consultant).

Mr Palla has been working in AS Harju Elekter sirdd&69 (1985 -1999 as managing director) and
keeps today company’s R&D manager position. Mr Kabalansa Law Offices legal adviser and a

lawyer, who has long-term experience in advisin@upts companies on legal issues. Mr Toome
(chairman of OU Tradematic) complements the Boaith Winvestment experience. In 2012 was

appointed a member of the Supervisory Board Trliombak, to include more financial knowledge and

experience to the Board. Mr Kirsme is a chairmasugervisory board of AS Harju KEK, the biggest

shareholder of AS Harju Elekter (holding 32.0% g shares of the company on 31.12.2014). Two of
the five members of the Supervisory Board — Trillmmbak and Andres Toome - are independent.

The Group does not give the members of the SupeywBoard any benefits related to pension, more
than provided by the law. At 31 December 2014, ttembers of the Supervisory Board owned in
accordance with their direct and indirect ownersHipally 8.4% (2013: 7.3%) of AS Harju Elekter
shares (Note 23).

Management Board

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

The company has a one-member Management Boardonnection with the expiration of the
authorisation deadline of the Management Board®farju Elekter, at its meeting on 5 May 2014 the
Supervisory Board extended the contract with And&kmae, the Chairman of the Management
Board for the next three-year period. The competema authority of the Management Board are listed
in the Articles of Association and there are nocsdities nor agreements concluded which state
otherwise.

The everyday business activities of the Group araged by the Managing Director/CEO. Outside of
Estonia compliance with good corporate governamscerisured by the local managements of the
companies.
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At 31 December 2014, the members of the ManageBeatd owned in accordance with their direct
and indirect ownerships totally 1.15% of AS HarjekEer shares (Note 23).

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

Additional management bodies and special committees

The necessary procedures are regulated by rulethamtked for additional management bodies has not
occurred. For better risk management of the Graupngernal auditor has been established which
regularly reports to the management of the Grow2010 the Supervisory Board of AS Harju Elekter
following the relevant requirement provided for ttne Authorised Public Accountants Act formed the
Audit Committee of the company. The Audit Committess the following tasks: observe and analyse
the processing of financial information; the effiscy of risk management and internal audit; the
process of audit control of consolidated finanatements; the independence of the audit company
and the auditor who represents the firm of auditorghe basis of law; as well as to submit proposal
and recommendations to the Supervisory Board uresgrovided by law. In 2012, the members of the
Supervisory Board of AS Harju Elekter — Triinu Tomkband Andres Toome - were appointed as
members of the Committee.

Information management

As a publicly traded company AS Harju Elekter fal®the principles of openness and equal treatment
of investors. The information requested by thegwaped regulations of the stock exchange is puldishe
regularly on the due dates. AS Harju Elekter traeefollows the principle of not publishing estimsit
but communicates and comments only information eoring events which have actually happened.

In order to keep investors and the public inforrd&l Harju Elekter administers a home page which
includes all stock exchange notices, business tepord an overview of the company’s background,
products and other important issues. All subsidgadf the Group also have home pages.

Auditors

According to the decision of the general meetinghef shareholders (3.5.2012) the audits of AS Harju
Elekter for the years 2012—-2014 are carried olKBWIG Baltics OU. Audits in subsidiaries outside of
Estonia are carried out by KPMG Baltics UAB (20Baltijos Auditas UAB) in Lithuania and KPMG
Oy in Finland. In 2014, there was no need to cohdncaudit in Swedish subsidiary; in 2013 the audit
are carried out by Allians Revision & Redovisning.A
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SOCIAL RESPONSIBILITY AND CHARITY

Social Responsibility Report 2014

The environment around us creates, as well assliraiir opportunities to act. During its almost half
century history of operation AS Harju Elekter hascdime one of the largest and most successful
companies in Keila and in the region around it medieel we have to take responsibility for the gahe
development of the society, as well as the wellpedtf the local community. For us, social
responsibility means daily considerations how tetibute to making life better in Estonia.

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

Bearing of social responsibility

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

Supporting the education of engineers in Estonia

The company works in close co-operation with Estor@ducational institutions in order to promote and
develop the educating of engineers. AS Harju Efelktea golden sponsor of Tallinn Technical
University granting every year up to three schdigrs for Bachelor's as well as Master's degree
students in the field of electricity and mechanithe Group also carries out several co-operation
programs with the Tallinn Vocational Education CGenftTallinn Polytechnic School and the Tallinn
Construction School. Finnish subsidiary had a claseperation with Satakunta University of Applied
Sciences and Tampere Technical University.

Supporting and inspiring young sportsmen

The company has, above all, supported youth spdasusing on long-term and constant sponsorship
and taking into account the popularity of the spoRor several years the company has sponsored the
young skiers and athletes of Nordic countries combiwith the Estonian Ski Association. As from the
season 2008/2009 the company has also supporteskitdre, Algo Karp and Kein Einaste. The youth
projects of the Estonian Ski Association are alsmed at the future focusing on the Winter Olymgits
Sochi in 2014.

Promoting recreational sport among the employees

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

Total amount of different support programmes inf@afnounted to 24.4 (2013: 13.7) thousand euros.
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CONSOLIDATED FINANCIAL STATEMENTS

EUR’000 As at 31 December
Note 2014 2013
Current assets
Cash and cash equivalents 5,7 9,984 4,102
Short-term financial investments 12 35 0
Trade and other receivables 8 6,484 5,699
Prepayments 9 455 256
Prepaid income tax 9,20 79 41
Inventories 10 8,104 5,801
Total current assets 25,141 15,899
Non-current assets
Deferred income tax assets 26 0 7
Investment in associate 11 0 3,598
Long-term financial investments 12 19,145 31,339
Investmenproperty 13 12,109 11,663
Property, plant and equipment 14 7,968 8,129
Intangible assets 16 5,429 436
Total non-current assets 44,651 55,172
TOTAL ASSETS 69,792 71,071
Liabilities
Interest-bearing loans and borrowings 17 278 654
Trade and other payables 19 6,989 4,437
Other current tax liabilities 20 1,072 969
Income tax liability 20 12 15
Short-term provisions 21 39 36
Total current liabilities 8,390 6,111
Interest-bearing loans and borrowings 17 818 1,098
Other liabilities 31 742 43
Total non-current liabilities 1,560 1,141
Total liabilities 9,950 7,252
Equity
Share capital 23 12,180 12,180
Share premium 23 240 240
Reserves 19,393 31,424
Retained earnings 26,664 18,635
Equity attributable to owners of the Company 58,477 62,479
Non-controlling interests 1,365 1,340
Total equity 59,842 63,819
TOTAL LIABILITIES AND EQUITY 69,792 71,071

The notes on pages 45 to 91 are an integral pati@fconsolidated financial statements.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

EUR’000 For the year ended 31 December
Note 2014 2013

Revenue 24,25 50,606 48,288
Cost of sales 25 -41,525 -39,830
Gross profit 9,081 8,458
Distribution costs 25 -2,720 -2,627
Administrative expenses 25 -4,042 -4,067
Other income 25 27 38
Other expenses 25 -118 -59
Operating profit 2,228 1,743
Finance income 25 5,661 2,648
Finance costs 25 -38 -46
Share of profit of associate 11 817 1,303
Sales gain from the sale of share in associate 11 , 7851 0
Profit before tax 10,453 5,648
Income tax expense 26 -675 -475
Profit for the year 9,778 5,173
Profit attributable to:

Owners of the Company 9,697 5,162

Non-controlling interests 81 11
Earnings per share

Basic earnings per share (EUR) 27 0.56 0.30

Diluted earnings per share (EUR) 27 0.56 0.30

The notes on pages 45 to 91 are an integral patt@itonsolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

EUR’000 For the year ended 31 December
Note 2014 2013
Profit for the year 9,778 5,173

Other comprehensive income
Items that subsequently might be classified toipoofloss:
Gain/loss on change in fair value of availablegale

financial assets 12 -7,406 11,690

Gain/loss on sale of financial assets -4,616 -1,660

Foreign currency translation differences — foreign

operations -10 -1
Total other comprehensive income for the year -12,032 10,029
Total comprehensive income for the year -2,254 15,202

Comprehensive income attributable to:
Owners of the Company -2,334 15,190
Non-controlling interests 80 12

The notes on pages 45 to 91 are an integral path@itonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

EUR’000 For the year ended 31 December
Note 2014 2013

Cash flows from operating activities
Operating profit 2,228 1,743
Adjustments for:

Depreciation and amortisation 13,14,16,24,25 1,513 1,526

Gain on sale of property, plant and equipment 25 0 -1 -12

Share-based payments 25,30 72 73
Change in trade and other receivables 301 772
Change in inventories 29 -673 594
Change in trade and other payables 205 -1,537
Corporate income tax paid 29 -845 -579
Interest paid -31 -33
Net cash from operating activities 2,760 2,547

Cash flows from investing activities

Acquisition of investment property 29 -672 -1,650
Acquisition of property, plant and equipment 29 765 -423
Acquisition of intangible assets 29 -257 -138
Acquisition of a subsidiary, net of cash acquired 13 -4,847 0
Proceeds from sale of investment in associate 11 2006, 0
Proceeds from sale of financial investments 12 31,93 1,753
Proceeds from sale of property, plant and equipment 29 27 16
Proceeds from sale of intangible assets 29 0 11
Interest received 29 54 22
Dividends received 25 907 948
Net cash used in investing activities 5,580 539

Cash flows from financing activities

Changes in overdraft balances 17 -358 -438
Payment of finance lease principal 17 -298 -294
Dividends paid -1,795 -1,592
Net cash used in financing activities -2,451 -2,324
Net cash flow 5,889 762
Cash and cash equivalents at beginning of year 4,102 3,352

Increase / decrease in cash and cash equiivale 5,889 762

Effect of exchange rate fluctuations on daslal -7 -12
Cash and cash equivalents at end of year 7 9,984 4,102

The notes on pages 45 to 91 are an integral patti@itonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2013 | Attributable to owners of the Company | Non-
Share Share Capital Fair value Translation Retained controlling TOTAL

EUR’000 capital premium reserve reserve reserve earnings TOTAL interests EQUITY
At 31 December 2012 12,180 240 1,176 20,176 2 15,008 48,782 1,354 50,136
Comprehensive income for the year

Profit for the year ( 0 0 0 0 5,162 5,162 11 5,173
Other comprehensive income 0 0 10,030 -2 0 10,028 1 10,029
Total comprehensive income ( 0 0 10,030 -2 5,162 15,190 12 15,202
Transaction with the owners of the

Company, recognised directly in equity

Share-based payments 0 0 0 0 73 73 0 73
Increase of capital reserve 0 0 42 0 0 -42 0 0 0
Dividends 0 0 0 0 0 -1,566 -1,566 -26 -1,592
Total transaction with the owners of the

Company 0 0 42 0 0 -1,535 -1,493 -26 -1,519
At 31 December 2013 12,180 240 1,218 30,206 0 18,635 62,479 1,340 63,819

Further information on share capital is presemnteabite 23.

The notes on pages 45 to 91 are an integral patti@ittonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2014 | Attributable to owners of the Company | Non-

Share Share Capital Fair value Translation Retained controlling TOTAL
EUR’000 capital  premium reserve reserve reserve earnings TOTAL interests EQUITY
At 31 December 2013 12,180 240 1,218 30,206 0 18,635 62,479 1,340 63,819
Comprehensive income for the year
Profit 0 0 0 0 0 9,697 9,697 81 9,778
Other comprehensive income 0 0 -12,022 -9 0 -12,031 -1 -12,032
Total comprehensive income for the year 0 0 0 -12,022 -9 9,697 -2,334 80 -2,254
Transaction with the owners of the
Company, recognised directly in equity
Share-based payments 0 0 0 0 72 72 0 72
Dividends 0 0 0 0 0 -1,740 -1,740 -55 -1,795
Total transaction with the owners of the
Company 0 0 0 0 0 -1,668 -1,668 -55 -1,723
At 31 December 2014 12,180 240 1,218 18,184 -9 26,664 58,477 1,365 59,842

Further information on share capital is presenteabite 23.
The notes on pages 45 to 91 are an integral pati@ittonsolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1 General information

AS Harju Elekter (address: Paldiski mnt 31, Keltatonia) is a company registered in Estonia (ragist
number 10029524). These consolidated financia¢stants as at and for the year ended 31 December
2014 comprises AS Harju Elekter (the ‘Parent corgpamw the ‘Company’) and its subsidiaries
(together referred to as the ‘Group’) and the Gi®@#% interest in the associate AS Draka Keila
Cables (until 30.6.2014).

Subsidiaries of AS Harju Elekter Domicile  Core business  Ownership and voting right$%6

As at 31 December 2014 2013
AS Harju Elekter Teletehnika Estonia  Manufacturing 100 100
AS Harju Elekter Elektrotehnika Estonia  Manutairig 100 100
Satmatic OY Finland  Manufacturing 100 100
Harju Elekter AB (note 31) Sweden Retail- and velsale 90 90
Rifas UAB (note 31) Lithuania Manufacturing 62.7 62.7
Subsidiary of Satmatic Oy

Finnkumu Oy Finland  Manufacturing 100 0
Subsidiary of Rifas UAB

Automatikos Iranga UAB Lithuania Design 51 51

AS Harju Elekter has been listed on the Tallinnckt&xchange since 30 September 1997; 32.0% of the
Company’s shares are held by AS Harju KEK, a compagistered in Estonia.

The management board authorised these consolifiatettial statements as at and for the year ended
31 December 2014 for issue on 31 January 2015.rdcapto the Commercial Code of the Republic of
Estonia, final approval of the annual report inaghgdthe consolidated financial statements, whickeha

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

The Group’s core business is the production anel @apower distribution and control equipment for
the energy, construction and manufacturing secine. Group’s activities are described in detail in
note 24 “Segment reporting”.

2 Basis of preparation

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

2.1. Statement of compliance

The consolidated financial statements of AS Hatigkter and its subsidiaries have been prepared in
accordance with International Financial Reportingn8ards as adopted by the European Union (IFRS
EUV).
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2.2. Basis of measurement

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

2.3. Functional and presentation currency

From 1 January 2011, the functional currency of B&iju Elekter is the euro. The consolidated
financial statements for 2014 are presented inssuro

Group entities keep their books and records inctimeency of the primary economic environment in
which they operate. Estonian and Finnish Grougiestuse the euro (EUR), the Swedish entity uses th
Swedish krona (SEK) and Lithuanian entities useltitlieuanian litas (LTL). The Lithuanian litas is
pegged to the euro at a rate of LTL 3.4528 to EURA 1 January 2015, the Republic of Lithuania
joined the Euro area and adopted the Euro asiiterory, replacing the Lithuanian litas.

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

2.4. Use of estimates and judgements

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

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

The main accounting policies applied in the prefamaof these consolidated financial statements are
set out below. The policies have been applied imsickeration of the principles of consistency and

comparability. The substance and effects of chamgesgasurements are explained in relevant ndtes. |
the presentation or method of classification official statement line items is changed, comparative
prior period figures are reclassified accordingly.

2.5. Changes in accounting policies

Effect on financial statements of application of hew standards and amendments and new
interpretations to standards

Except for the changes below, the Group has cemigtapplied the accounting policies set out iteno
3 to all periods presented in these financial siatgs.

The Group has adopted the following new standards amendments to standards, including any
consequential amendments to other standards, wi#itieaof initial application of 1 January 2014.

IFRS 12 brings together into a single standardhalldisclosure requirements about an entity’s @ster
in subsidiaries, joint arrangements, associatesiandnsolidated structured entities.

As a result of IFRS 12, the Group has reviewedigislosures about its interests in subsidiariete(ap
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IFRS 11Joint Arrangementsiso became first applicable in 2014; howeveis ot applicable to the
Group as the Group does not participate in joirdragements.

As a result of IFRS 10 (2011), the Group has chadmgeaccounting policies for determining whettter i
has control over and consequently whether it ciaeigs its investees. IFRS 10 (2011) introduces a
new control model that focuses on whether an ehtiy power over an investee, exposure or rights to
variable returns from its involvement with the istee and ability to use its power to affect those
returns.

In accordance with the transitional provisions BRE 10 (2011), the Group reassessed the control
conclusion for its investees at 1 January 2014. Ghmup concluded that there are no changes in the
Group’s control assessment as a consequence afulesvintroduced by IFRS 10 (2011).

The following amendments to standards with effecttate of 1 January 2014 did not have any impact
on these consolidated financial statements:

- IAS 27 (2011)Separate Financial Statements

- IAS 28 (2011)nvestments in Associates and Joint Ventures

- Amendments to IAS 3Dffsetting Financial Assets and Financial Liabé

- Amendments to IAS 2lhvestment Entities

- Amendments to IAS 3Recoverable Amount Disclosures for Non-Financiales

- Amendments to IAS 3Blovation of Derivatives and Continuation of Hedgea@unting

Standards, | nterpretations and Amendments to published Standards that are not yet effective

The following new Standards and Interpretationsrareyet effective for the annual reporting period
ended 31 December 2014 and have not been appléparing these financial statements:

Effective for annual periods beginning on or aftdfebruary 2015. The amendments apply
retrospectively. Earlier application is permitted.

The amendments are relevant only to defined bepleiits that involve contributions from employees or
third parties meeting certain criteria. Namely ttiety are:

. set out in the formal terms of the plan;
. linked to service; and
. independent of the number of years of service.

When these criteria are met, a company is permftietinot required) to recognise them as a reductio
of the service cost in the period in which the tedaservice is rendered.

It is expected that the amendments, when initeiglied, will have a significant impact on the ficéal
statements, since the Entity will recognise contidns to defined benefit plans from employees and
third parties as a reduction of the service cogthe period in which the related service is rendere
instead of including the contributions in the c#tion of the net current service cost and thendefi
benefit obligation.

Effective for annual periods beginning on or aftérJune 2014; to be applied retrospectively. Harlie
application is permitted.
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The interpretation provides guidance as to thetifiestion of the obligating event giving rise to a
liability, and to the timing of recognising a liéity to pay a levy imposed by a government.

In accordance with the interpretation, the obligggvent is the activity that triggers the paynadrthat
levy, as identified in the relevant legislation aa&la consequence, the liability for paying the lisv
recognised when this event occurs.

The liability to pay a levy is recognised progressi if the obligating event occurs over a peridd o
time.

If the obligating event is the reaching of a minmmactivity threshold, the corresponding liability i
recognised when that minimum activity thresholdeisched.

The interpretation sets out that an entity canaekha constructive obligation to pay a levy thdt e
triggered by operating in a future period as altesuthe entity being economically compelled to
continue to operate in that future period.

It is expected that the interpretation, when ifitiapplied, will not have a material impact on the
financial statements, since it does not result ichange in the Entity’s accounting policy regarding
levies imposed by governments.

Annual improvementsto |FRSs

The improvements introduce eleven amendments t® si@ndards and consequential amendments to
other standards and interpretations. Most of thasendments are applicable to annual periods
beginning on or after 1 February 2015, with earfidoption permitted. Another four amendments to
four standards are applicable to annual periodsnbaw on or after 1 January 2015, with earlier
adoption permitted.

None of these amendments are expected to haveificgigt impact on the financial statements of the
Entity.

3 Significant accounting policies

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

3.1. Basis of consolidation

(a) Business combinations

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

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

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

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

e the net recognised amount (generally at fair valofe}he identifiable assets acquired and
liabilities assumed.
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When the excess is negative, a bargain purchasegyaicognised immediately in profit or loss.

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

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

(b) Subsidiaries

Subsidiaries are all entities over which the Pa@arpany has control. Control is assumed if themar
Company has power over the investee; is exposdthrights, to variable returns from its involverne
with the investee; and has the ability to use isvgr to affect its returns. The Parent Company
reassesses whether or not it controls an inves$téscts and circumstances indicate that there are
changes to one or more of the three elements ¢faldisted before.

The consolidated financial statements comprisefittencial statements of AS Harju Elekter and its

subsidiaries. The financial statements of the slidoses are prepared for the same period as the
consolidated financial statements. If a subsidissgs accounting policies other than those adopted i

the consolidated financial statements for like demions and events in similar circumstances,
appropriate adjustments are made to its finantdakesents in preparing the consolidated financial
statements. Subsidiaries are fully consolidatednftbe date on which control is transferred to the

Group. They are de-consolidated from the datedbatrol ceases.

Non-controlling interest is the portion of equity & subsidiary not attributable to the Group. la th
consolidated statement of income and other comps#¥® income, profit or loss and each component
of other comprehensive income are attributed to eva/rof the Parent and to the non-controlling
interests. Non-controlling interests are preseritethe consolidated statement of financial position
within equity, separately from equity attributabdeequity holders of the Parent.

(c) Associates

Associates are entities over which the Group hgsifgiant influence but not control, generally
accompanying a shareholding of 20% to 50% of thengorights. Investments in associates are
accounted for using the equity method and arealhjitrecognised at cost. The Group’s investments in
associates include goodwill identified on acquisitinet of any accumulated impairment loss.

The Group’s share of its associates’ post-acqaisipirofits or losses is recognised in profit orslder
the year, and its share of post-acquisition movesém reserves is recognised in reserves. The
cumulative post-acquisition movements are adjuatgdnst the carrying amount of the investment.

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

(d) Transactions eliminated on consolidation

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

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

(a) Transactions and balances

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

(b) Financial statements of foreign operations

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

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

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

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

3.3. Financial assets

The Group classifies its financial assets into fifilowing categories: current financial assets at f
value through profit or loss, loans and receivabdesl available-for-sale financial assets. The
classification depends on the purpose for which fihancial assets were acquired. Management
determines the classification of its financial & initial recognition.

(a) Current financial assets at fair value througtofit and loss
A financial asset is classified as a financial asdefair value through profit or loss if it is ldefor
trading or upon initial recognition.

A financial asset at fair value through profit os$ is measured at its fair value at each repodatg
without any deduction for the transaction costs$ thay be incurred on its sale or other disposajai

or loss on a change in fair value is recognisegrafit or loss. The fair value of a listed securisy
determined based on its quoted bid price at theectd business at the reporting date and the alffici
exchange rate of the European Central Bank atdhtd. The fair value of an unlisted security is
established using publicly available informationdamaluation techniques, which may include
comparison with the current fair value of anothestiument which is substantially the same and/or
discounted cash flow analysis.

A gain or loss on the disposal of a financial asdeflair value through profit or loss as well ay an
interest and dividend income on the financial assaecognised in profit or loss for the period. A
financial asset at fair value through profit ordds classified as a current asset when it has been
acquired for trading or it is expected to be realiwithin twelve months.

(b) Loans and receivables

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

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

(c) Available-for-sale financial assets

Available-for-sale financial assets are non-demeatfinancial assets that are not cash or cash
equivalents and have not been designated to amy ctitegory of financial assets. They are included
non-current assets unless management intendsposeiof the investment within 12 months after the
reporting date.

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

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

for the year.

Other financial assets that do not have an actiagket and whose fair value cannot be measured
reliably are measured using the cost method. Impst testing for trade receivablesdsscribed in
note 3.9.

3.4. Inventories

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

3.5. Investment property

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

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

3.6. Property, plant and equipment

(a) Recognition and measurement

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

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

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

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

(c) Depreciation

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

Asset class Useful life

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

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

3.7. Intangible assets

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

(a) Goodwill
Goodwill acquired in a business combination is mesas initially at cost. Acquisition of goodwill is
described in the policy Basis of consolidation én8tl.).

After initial recognition, goodwill is measured abst less any accumulated impairment losses. The
goodwill allocated to equity-accounted investeaadtuded in the cost of the investees.

Impairment testing is described in the policy InmpeEnt of assets (note 3.9.).

(b) Research and development expenditures

Research expenditure is expenditure incurred upgwn dpplication of research findings to the

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

Development expenditures include expenditures necum the application of research findings on the
development, design or testing of specific new potsl services, processes or systems. Development
expenditure is capitalised and recognised as amgittle asset if the expenditure can be measured
reliably, the Group has technical and financialoveses and a positive intention to complete the
development of the asset, the Group can use otheelisset and the probable future economic benefit
generated by the asset can be measured.
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Capitalised development expenditures are carriecbst less any accumulated amortisation and any
accumulated impairment losses. Development expaedis recognised as an expense on a straight-line
basis over its estimated useful life that generdtigs not exceed five years. Amortisation commences
when the Group has started the business activiy was expected to result from the development
project.

(c) Other intangible assets

Other intangible assets comprise licenses and aodtwAcquired licences are recognised at cost.
Acquired computer software licences are capitalsedhe basis of the costs incurred to acquire the
software and prepare it for use. Other acquireahmible assets are carried at cost less any acatsdul
amortisation and any impairment losses. Other gitd@ assets are charged to expenses on a straight-
line basis over their estimated useful lives tlmhdt exceed 5 years.

3.8. Non-current assets held for sale

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

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

3.9. Impairment

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

A trade receivable is considered to be impairednihes reasonable to assume that the Group will no
be able to recover the entire amount in accordarktethe originally agreed terms and conditionseTh
difference between carrying amount and the estin&iéure cash flows discounted at the original
effective interest rate is recognised as an impamtnioss within distribution costs in the statemeint
comprehensive income. When a trade receivable proveollectible, it is written off against the
impairment allowance for trade receivables. Subsetjrecoveries of amounts previously written off
are recognised by reducing distribution costs endtatement of profit or loss. The recoverable arhou
of receivables measured at amortised cost is edtmlilas the present value of their estimated future
cash flows, discounted at the original effectivieliast rate. Short-term receivables are not digeoln

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

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

When a decline in the fair value of an availabledale financial asset has been recognised diractly
equity and there is objective evidence that thetasspermanently impaired, the cumulative loss tha
had been recognised directly in equity is recoghiseprofit or loss even though the financial adsset
not been derecognised. The amount of the cumulétis® that is recognised in profit or loss is the
difference between the book value and currentyalue, less any impairment loss on that financial
asset previously recognised in profit or loss.

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

a pre-tax discount rate that reflects current masksessments of the time value of money and ke ri
specific to the asset. For an asset that does eoérgte largely independent cash inflows, the
recoverable amount is determined for the cash-géingrunit (CGU) to which the asset belongs.
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An impairment loss in respect of a receivable edrrat amortised cost is reversed and the item’s
carrying amount is increased if the subsequeneass in recoverable amount can be objectivelyeelat
to an event occurring after the impairment loss rgasgnised.

An impairment loss recognised for an investmerarirequity instrument classified as available foe sa
IS not reversed through profit or loss. If the faatue of a debt instrument classified as availéitesale
increases and the increase can be objectivelyetetatan event occurring after the impairment leas
recognised in profit or loss, the impairment lasseiversed, with the amount of the reversal recaghi
in profit or loss.

Goodwill is tested for impairment at least at efisncial year-end and whenever events or changes i
estimates indicate that the carrying amount of galbdnay be impaired. Impairment is determined by
estimating the recoverable amount of the CGU ta:twvigoodwill has been allocated.

For the purpose of impairment testing, goodwilaicated to the Group’s CGUs or groups of CGUs
that are expected to benefit from the synergiesa dfusiness combination. Impairment losses on
goodwill are recognised in profit or loss.

The Group assesses at least at each reportinguigtier there is any indication that an impairment
loss recognised in prior periods no longer existenay have decreased. If such indication exists, th
impairment loss is reversed. The increased carrgingunt of an asset attributable to a reversahof a
impairment loss cannot exceed the carrying amobat tvould have been determined (net of
amortisation or depreciation) had no impairmens losen recognised. A reversal of an impairment loss
is recognised in profit or loss (within the san@mitwhere the original impairment loss was recoghise
As an exception, impairment losses on goodwillrexereversed.

3.10. Leases

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

(a) The Group as a lessor

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

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

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

(b) The Group as a lessee

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

3.11. Financial liabilities

Liabilities that are due to be settled within mtinan one year after the reporting date are claskds
non-current liabilities. Liabilities that are dulie settled within 12 months after the reportiatedare
classified as current liabilities.
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(a) Loans and borrowings

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

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

3.12. Income tax and deferred tax

(a) Corporate income tax

According to the Estonian Income Tax Act that teflect on 1 January 2000, corporate income tax is
not levied on profits earned but dividends distidol The income tax calculated on dividends is
recognised as a liability and an expense when ividethd is declared irrespective of the period for
which they are declared or in which they are distied.

No provision is recognised for income tax payalieaodividend distribution before the dividend has
been declared but information on the contingertillist is disclosed in the notes to the consolidate
financial statements.

The consolidated statement of profit or loss inekithe Swedish, Lithuanian and Finnish subsidiaries
current corporate income tax (calculated on prefitsmed), changes in deferred tax assets andtlesbil
and the dividend tax expense of the Estonian Geutities.

(b) Deferred tax

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

(c) Income tax at the Group’s foreign operations

Income tax comprises current and deferred tax.nectax is recognised in profit or loss except ® th
extent that it relates to items recognised direatlyequity, in which case it is recognised as other
comprehensive income.

Current tax is the expected tax payable or recé&vab the taxable income for the year, using téasra
enacted or substantively enacted at the reportatg, dind any adjustment to tax payable in resdect o
previous years.

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

= the initial recognition of goodwiill,
= the initial recognition of assets or liabilitiesatraffect neither accounting nor taxable profit,

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

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

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

3.13. Employee benefits

(a) Profit-sharing and bonus plans

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

(b) Termination benefits

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

3.14. Provisions

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

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

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

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

3.15. Contingent liabilities

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

3.16. Share capital and reserves

(a) Share capital
Ordinary shares are classified as equity. Increat@aists directly attributable to the issue of rebares
or options are shown in equity as a deduction filoenproceeds.

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

(b) Capital reserve

The Estonian Commercial Code requires companieseate a capital reserve. Each year at least one
twentieth of profit for the year has to be transddrto the capital reserve until the reserve ansotot
one tenth of share capital. The capital reserve beyised for covering losses and increasing share
capital but not for making distributions to shareleos.

(c) Fair value reserve
The fair value reserve compromises gain or lossnfeo change in fair value of available-for-sale
financial assets (note 3.3.c).

(d) Translation reserve

The translation reserve comprises foreign exchatifferences from the translation of the financial
statements of foreign subsidiaries whose functioouarency differs from the Group’s presentation
currency

3.17. Share-based payments

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

3.18. Segment reporting

An operating segment is a component of the Groap ¢hgages in business activities from which it
may earn revenues and incur expenses, for whidnetésfinancial information is available, and whose
results are regularly reviewed by the Group’s chigérating decision makers to make decisions about
resources to be allocated to the segment and éssags performance.

Segment reporting is in compliance with interngdaring submitted to the Group’s chief operating
decision makers. Operating segments are deternoimédde basis of how the chief decision makers use
the internal reports to assess the performanceghents and to make decisions about allocation of
resources.

3.19. Revenue

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

(a) Sale of goods — wholesale and retail

The Group manufactures and sells electrical digtioln systems and control panels and various metal
products. Sale of goods is recognised when a Geatity has delivered products to the buyer, theebuy
has full discretion over the products and thereasunfulfilled obligation that could affect the lans
acceptance of the products. Revenue is not recgnimitil all significant risks and rewards of
ownership have been transferred to the buyer atigbrethe buyer has accepted the products in
accordance with the terms of the sales contraettithe period for rejection has elapsed, or theu@ro
has objective evidence that all criteria for acaape have been satisfied. Sales are recorded based
the prices specified in the sales contracts.
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The Group operates a chain of retail outlets fectgical appliances. Sales of goods are recognised
when a Group entity sells a product to the custoiRetail sales are usually settled in cash or tytde
or credit card.

(b) Rendering of services

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

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

(d) Interest income

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

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

3.20. Government grants

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

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

3.21. Earnings per share

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

3.22. Dividend distribution

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

3.23. Related parties
For the purposes of these consolidated financagéstents, related parties include:

= AS Harju KEK that owns 32.0% of the shares of ASjti&lekter;

= members of the Parent company’s management andviqrg boards;

= close family members of the above;

= companies controlled by members of the managenmehsapervisory boards; and
= associates.

58




AS HARJU ELEKTER ANNUAL REPORT 2014

4 Accounting estimates and judgments

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

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

(a) Receivables (note 8)

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

(b) Inventory (note 10)

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

(c) Deferred income tax assets (note 26)

Deferred income tax assets are recognised for thesad prior period tax losses of subsidiaries
operating in foreign markets to the extent thas probable that future taxable profits will be dalale
against which the losses can be utilised. Managepstimates future taxable profits and the poténtia
utilisation of deferred tax assets based on assangppfnd forecasts regarding the development and
performance of the market involved. Generation raoffipassumes attainment of the Group’s strategic
goals.

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

(e) Contingent liabilities (notes 3.15 and 22)

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

(f) Warranty provisions (note 21)

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

In its everyday activities, the Group faces différesks. Management of those risks is an imporazokt
inherent part of its business activity. The Grouggpability to identify, measure and control difier
risks is an important input for its profitabilityfthe Group’s management defines risk as a possible
negative deviation from the expected financial kedthe main risk factors are market risk (incluglin
currency risk, price risk and interest rate brigiedit risk, liquidity risk, operational risk archpital

risk.

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

5.2 Market risk

(a) Currency risk

The Group operates in Estonia (currency EUR), Rihlgcurrency EUR), Sweden (currency SEK), and
Lithuania (currency LTL). The Lithuanian litas isgged to the euro. On 1 January 2015, the Republic
of Lithuania joined the Euro area and adopted tln® B&s its currency, replacing the Lithuanian litas

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

EUR’000 Note EUR LTL SEK TOTAL
Cash and cash equivalents 7 9,792 117 75 9,984
Current financial assets 12 35 0 0 35
Trade receivables 8 6,226 242 16 6,484
Available-forsale financial assets 12 19,124 0 0 19,124
TOTAL 35,177 359 91 35,627
Current portion of interest-bearing

loans and borrowings 17 -278 0 0 -278
Trade payables 19 -2,942 -714 0 -3,656
Other short-term liabilities 19 -3,022 -308 -3 -3,333
Non-current portion of interest-

bearing loans and borrowings 17 -818 0 0 -818
TOTAL -7,060 -1,022 -3 -8,085
Net exposure 28,117 -663 88 27,542

Based on the above, the Group is not materiallyogsg to currency risks and, therefore, did not use
separate instruments to hedge its currency risk914 or 2013. Information on foreign exchange gain
and losses is disclosed in note 25.
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(b) Price risk

The Group is exposed to equity price risk throughrivestments in equity instruments. Fluctuations
the market value of shares in PKC Group Oyj, wiaich accounted for as other long-term financial
investments, may have a significant impact on thleies of the Group’s assets. The market price of a
share in PKC Group Oyj decreased by 6.72 euro914 2nd increased by 8.76 euros in 2013. In 2014
the value of the investment decreased by 7.4 millioros and in 2013 increased by 11.7 million euros
Gain on change in fair value was recognised inrotieenprehensive income. Further information on
shares in PKC Group Oyj is presented in note 12.

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

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

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

As at 31 December EUR'000 Note 2014 2013
Floating rate loans and borrowings 17 1,096 1,752
Total 1,096 1,752

An average change of one percentage point in stteages as during the reporting period would have
increased (decreased) profit or loss and equittheyamounts shown below. This analysis assumes that
all other variables remain constant. The analysis performed on the same basis for 2013.

As at 31 December EUR'000 2014 2013
One percentage point increase -14 -21
One percentage point decrease 14 21

5.3. Credit risk

Credit risk is the risk that the counterparty tGrencial instrument will cause a financial loss the
Group by failing to discharge an obligation andsttiue Group will not receive the cash flows to vihic
it is entitled. The Group’s main sources of creidik are trade receivables and loans provided.

The factors, which have the strongest impact onGheup’s credit risk exposure, are the specific
circumstances of each customer. In addition, theu@s management considers more general features
such as the customer’s legal status (private o¢e-staned entity), geographical location, indusagyd

the economic situation in the country involvedfasse factors may also influence the Group’s exgosur
to credit risk. Based on the Group’s experiencejape sector customers have the highest credit risk
while the credit risk of government institutiongddocal governments is the lowest.

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

are settled in cash or by debit or credit cardsedsby recognised banks. Therefore, sales to retail
customers do not involve credit risk. The Group éstablished rules, which set out the circumstances
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in which litigation proceedings should be initiaiacbrder to achieve debt recovery.

The maximum credit risk exposure is the valudratle receivables, less write-downs for impairment
and deposits with banks and financial institutions.

As at 31 December EUR'000 Note 2014 2013
Cash and cash equivalents 7 9,984 4,102
Trade receivables 8 6,478 5,542
Total 16,462 9,644

At the reporting date, the Group’s credit risk esyp@ was 16.5 million euros (31 December 2013: 9.6
million euros). Although settlement of receivables may be infleghdy various economic factors,
management is of the opinion thitie Group does not have any significant risk of Itisat would
exceed the impairment allowance already recognised.

5.4. Liquidity risk

Liquidity risk is the risk that the Group will engoter difficulty associated with financial obligatis
that have to be settled by delivering cash or aoftimancial asset. Management monitors cash flow
forecasts on an on-going basis, reviewing the alaity and sufficiency of financial resources reqd

to meet the Group’s commitments and to financeiaup’s strategic objectives.

Liquidity risk is mitigated with different finandianstruments such as loans and finance leasetheAt
reporting date the Group’s free cash totalled I0illon euros and loans and borrowings totalled 1.1
million euros (note 17), trade payables and othertserm liabilities totalled 7.0 million eurosdie
19), total liabilities 8.1 million euros.

5.5. Capital management

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

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

According to established practice, the Group mesitts capital through debt to capital ratio andigqg
ratio. Debt to capital ratio is the ratio of nebtto total capital. Net debt is found by deductiagh and
cash equivalents from total debt (short-term amg{eerm interest bearing liabilities in the condated
statement of financial position). Total capital sists of equity recognised in the consolidatecestant
of financial position plus net debt. Equity ratsoofound by dividing total equity by total assets.

Debt to capital ratio and equity ratio:

As at 31 December EUR'000 Note 2014 2013
Interest-bearing loans and borrowings 17 1,096 1,752
Cash and cash equivalents 7 -9,984  -4,102
Net debt -8,888 -2,350
Total equity 59,842 63,819
Total capital 50,954 61,469
Debt to capital ratio -17.4% -3.8%
Total assets 69,792 71,071
Equity ratio 86% 90%
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The laws of the Parent company’s domicile set antmum requirements to the equity of companies.
In line with the law, the equity of a limited commpadefined as company has to amount to at leakt hal
of its share capital and no less than 25 thousarabseln the reporting period, the Group was in
compliance with all legal and prudential requiretsen equity.

5.6. Determination of fair value (note 6)

The fair values of cash, receivables, payables siratt-term loans and borrowings do not differ

significantly from their carrying amounts becaulese amounts will be settled within 12 months after
the reporting date. The fair values of long-terran® and borrowings do not differ significantly from

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

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

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

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

The Group divides financial instruments into thieeels depending on their revaluation:

Level 1: Financial instruments that are valued gisinadjusted price from the stock exchange or some
other active regulated market.

Level 2: Financial instruments that are evaluatgdhfisessment methods based on monitored inputs.
This level includes, for instance, financial instents that are assessed by using prices of similar
instruments in an active regulated market or fif@rnnstruments that are re-assessed by usingribe p

on the regulated market, which have low marketidiiy

Level 3: Financial instruments that are valued $geasment methods based on non-monitored inputs.

6 Financial instruments

6.1. Fair values of financial instruments by categy (Note 5.6)

Other
Loans and Available financial Carrying Fair

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

At 31 December 2014

Cash and cash equivalents 7 9,984 0 0 9,984 9,984
Current financial assets 12 0 35 0 35 35
Trade and other receivables 8 6,484 0 0 6,484 6,484
Available-for-sale financial assets 12 0 19,124 0 19,124 19,124
Total 16,468 19,159 0 35,627 35,627
Interest-bearing loans and borrowings 17 0 0 -1,096 -1,096 -1,096
Trade and other payables 19 0 0 -6,989 -6,989  -6,989
Total 0 0 -8,085 -8,085 -8,085
At 31 December 2013

Cash and cash equivalents 7 4,102 0 0 4,102 4,102
Trade receivables and other receivables8 5,699 0 0 5,699 5,699
Available-for-sale financial assets 12 0 31,318 0 31,318 31,318
Total 9,801 31,318 0 41,119 41,119
Interest-bearing loans and borrowings 17 0 0 -1,752 -1,752  -1,752
Trade and other payables 19 0 0 -4,437 -4.437  -4,437
Total 0 0 -6,189 -6,189 -6,189
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6.3. Credit quality of financial assets

Ageing of trade receivables

As at 31 December EUR’000 2014 2013
Not past due 5,826 4,925
Up to 3 months past due 571 465
3 to 6 months past due 58 2
Over 6 months past due 234 310
Total 6,689 5,702
7 Cash and cash equivalents

As at 31 December EUR’000 2014 2013
Cash on hand 4 12

Current accounts 5,940 3,790
Short-term deposit 4,040 300

Cash and cash equivalents 9,984 4,102
Cash and cash equivalents by currency:

As at 31 December EUR’000 2014 2013
EUR 9,792 3,764
LTL 117 207

SEK 75 131

Total 9,984 4,102
8 Trade and other receivables

As at 31 December EUR'000 Note 2014 2013
Trade receivables

Trade receivables 6,689 5,702
Allowance for impairment -211 -160

Trade receivables net of impairment allowance 6,478 5,542
Receivables from associates 30 154

Miscellaneous receivables 1

Other accrued income 6 2

Total receivables 6,484 5,699
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Carrying amounts of the Group’s trade and othegivables by currency

As at 31 December EUR’000 2014 2013
EUR 6,226 5,262
LTL 242 385
SEK 16 52
Total 6,484 5,699

A receivable is written down when it is reasonablassume that the Group will not be able to recove
the entire amount in accordance with the originallyreed terms and conditiongdications of
impairment of a receivable include the debtor'sidigant financial difficulty, it being probable & the
debtor will enter bankruptcy, and settlement defaoit delays (receivable is over 180 days past due)

Movements in allowance for impairment of receivable

For the year ended 31 December EUR’000 2014 2013
At 1 January -160 -62
Items expensed as doubtful -130 -137
Recovery of doubtful items 0 1
Doubtful items written off as irrecoverable 79 38
At 31 December -211 -160

Expenses from impairment of receivables are reseghin other distribution costs in the statement of

profit or loss.

Other classes within trade and other receivablesoticontain impaired items.

9 Prepayments

As at 31 December EUR’000 Note 2014 2013
Prepaid taxes 20 347 114
Prepaid expenses 187 183
Total prepayments 534 297
10 Inventories

As at 31 December EUR’000 2014 2013
Raw and other materials 4,849 3,021
Work in progress 1,605 1,331
Finished goods 1,241 1,121
Merchandise purchased for resale 409 328
Total 8,104 5,801
Items written down to net realisable value 129 279
Expenses from write-down of inventories during year 143 23
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11 Investment in associate

Company’s name Core business Domicile

Draka Keila Cables AS Manufacture and wholesaleabfe Estonia

Draka Keila Cables AS share 2014 2013
Number of the shares 0 884
Ownership (%) 0 34.0
Par value of a share at 31 December (EUR) 0 639

EUR’000 2014 2013

Cost at 31 December 0 565
Carrying amount at 1 January 3,598 2,295
Share of profit under the equity method 817 1,303
Sale of shares at sales price -6,200 0
Sales gain 1,785 0

Carrying amount at 31 December 0 3,598

Associate’s equity at the end of year 0 10,587

Investor’s share in equity 0 3,600

Unrealised gain 0 -2

In July the 8 2014 Group sold its 34% holding in AS Draka Keila Calieshe core investor Prysmian
Group.
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12 Other long-term financial investments

As at 31 December EUR’000 Note 2014 2013
Current financial assets 35 0
Available-for-sale equity securities 19,124 31,318
Other shares 21 21
Total 19,180 31,339

Changes during the year

1. Current financial assets at fair value through pofit and

loss
Acquisitions through business combinations 31 121 0
Sale of shares at sales price -145 0
Sales gain 57 0
Gain on change in fair value 11 0
Carrying amount at 31 December 35 0
2. Available-for-sale equity securities
Carrying amount at 1 January 31,318 21,365
Sale of shares at sales price -4,788 -1,753
Sales gain 0 16
Gain on change in fair value -7,406 11,690
Carrying amount at 31 December 19,124 31,318
3. Other shares
Carrying amount at 1 January 21 21
Carrying amount at 31 December 21 21
Total carrying amount at 31 December 19,180 31,339
PKC Group OY] share 2014 2013
Number of the shares (1000) 1,095 1,295
Ownership (%) 4.6 5.4
Market price at 31 December (EUR) 17.47 24.19

PKC Group Oyj's shares are listed on the Helsirtkck Exchange. The shares have been classified as
available-for-sale financial assets and are theee$tated in the statement of financial positiofiaat
value (note 3.3.b). The fair value of the shareth&r market value. Gains and losses arising from
changes in the fair value of financial assets acegnised in other comprehensive income. Changes in
the market value of shares may significantly infice the value of the Group’s assets and equity.
Information on PKQGroup Oyj's shares pledged as loan collateralgsldsed in note 18. In 2014, PKC
Group Oyj paid dividends of 0.70 euros per sha@4820.70 euros per share).

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

EUR’000 Land Buildings Total

At 31 December 2011

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

Movements in 2013

Additions 1,638 6 1,644
Depreciation charge 0 -441 -441
Reclassification 0 6 6
Total 1,638 -429 1,209

At 31 December 2013

Cost 2,459 13,107 15,566
Accumulated depreciation 0 -3,903 -3,903
Carrying amount 2,459 9,204 11,663

Movements in 2014

Additions 123 763 886
Depreciation charge 0 -440 -440
Total 123 323 446

At 31 December 2014

Cost 2,582 13,114 15,696
Accumulated depreciation 0 -4,343 -4,343
Carrying amount 2,582 8,771 11,353
Construction in progress 0 756 756
Total 2,582 9,527 12,109

The Group's investment properties are of a speeidlinature, comprising production and office
buildings in Keila and Haapsalu (Estonia), wheens$actions with similar properties are irregular or
there are no similar properties. Due to this amdléinge number of the properties, determinatiothef
fair value of the investment properties would bestiyo and might not produce reliable results.
Therefore, the Group has not commissioned valuafiimm independent experts.

In 2014, direct property maintenance and repaitsctstalled 96,000 euros (2013: 126,000 euros).
Information on rental income is disclosed in ndbe 1
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14 Property, plant and equipment

14.1. Movements in property, plant and equipment

Plantand Other

EUR’000 Note Land Buildings equipment items Total

At 31 December 2012

Cost 208 7,896 6,617 895 15,616
Accumulated depreciation 0 -1,905 -4,620 -585 -7,110
Carrying amount 208 5,991 1,997 310 8,506
Construction in progress 0 38 2 0 40
Total 208 6,029 1,999 310 8,546
Movements in 2013

Additions 0 145 262 125 532
Depreciation charge for the year 0 -295 -505 -143 -943
Reclassification 0 -2 -17 13 -6
Total 0 -152 -260 -5 -417
At 31 December 2013

Cost 208 8,040 6,709 975 15,932
Accumulated depreciation 0 -2,200 -4,972 -670 -7,842
Carrying amount 208 5,840 1,737 305 8,090
Construction in progress 0 37 2 0 39
Total 208 5,877 1,739 305 8,129
Movements in 2014

Additions 0 185 527 58 770
Additions through business

combinations 31 0 0 39 0 39
Disposals 0 -5 -12 0 -17
Depreciation charge for the year 0 -311 -500 -142 -953
Reclassification 0 25 15 -40 0

Total 0 -106 69 -124 -161
At 31 December 2014

Cost 208 8,257 7,071 964 16,500
Accumulated depreciation 0 -2,510 -5,298 -783 -8,591
Carrying amount 208 5,747 1,773 181 7,909
Construction in progress 0 23 36 0 59
Total 208 5,770 1,809 181 7,968

At 31 December 2014, the total cost of the Groudply depreciated items of property, plant and
equipment that were still in use was 1,685,000 (8¢ December 2013: 1,096,000 euros). During the
reporting period, the total cost of the Group’dyfulepreciated items of property, plant and equipme
that were written off and sold was 220,000 eunosluded buildings 19,000 euros, plant and equipment
were 170,000 euros and other items 31,000 euros.
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14.2. Property, plant and equipment acquired with ihance lease

Carrying
EUR’000 Cost  Depreciation amount
At 31 December 2012 2,615 -402 2,213
Additions 103 0 103
Depreciation 0 -134 -134
Lease discontinued -10 10 0
At 31 December 2013 2,708 -526 2,182
Depreciation 0 -132 -132
Lease discontinued -39 26 -13
At 31 December 2014 2,669 -632 2,037
Information on finance lease liabilities and letesens is disclosed in note 17.
14.3. Property, plant and equipment leased out undeperating leases
EUR’000 At 31 December
2014 2013
Plant and equipment
Cost of items leased out 17 17
Accumulated depreciation 11 -9
Carrying amount at end of period 6 8
The Group has leased out production plant and eggnpunder operating leases.
15 Operating leases
EUR’000 For the year ended 31 Decemb
Note 2014 2013
Lease income
- on investment property 2,151 2,190
- on plant and equipment 2 2
Total 25 2,153 2,192
Lease expense
Land 35 35
Office, commercial and production premises 63 65
Vehicles 140 131
Other 8 6
Total 246 237

In the statement of profit or loss, lease income=eognised in revenue; the expenses and depoeciati
related to assets that have been leased out amgnieed in the cost of sales.

Lease agreements have been concluded for the ternt@ 14 years. Changes in lease term and
conditions are renegotiated before the end ofdhed term, otherwise the lease agreements withéxte
automatically by one year. Lease agreements aczltable with a 3-12 month advance notice.
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Future lease payments under non-cancellable operat) leases

As at 31 December EUR’000 2014 2013
Lease income
<1 year 1,805 2,196
1-5 years 3,433 3,617
> 5 years 4,389 2,593
Total lease income 9,627 8,406

Lease expenses

<1 year 104 109
1-5 years 87 157
Total lease expenses 191 266

16 Intangible assets

Development
EUR’000 Note Goodwill expenditure Licenses Other TOTAL
At 31 December 2012
Cost 0 170 848 43 1,061
Accumulated amortisation 0 -139 -456 -15 -610
Carrying amount 0 31 392 28 451
Movements in 2013
Additions 0 0 142 0 142
Amortisation charge for the year 0 -13 -101 -28 -142
Effect of movements in foreign exchange rates 0 0 -15 0 -15
Total 0 -13 26 -28 -15
At 31 December 2013
Cost 0 170 971 43 1,184
Accumulated amortisation 0 -152 -553 -43 -748
Carrying amount 0 18 418 0 436
Movements in 2014
Additions 0 0 253 0 253
Additions through the business combinations 31 4,860 0 0 0 4,860
Amortisation charge for the year 0 -6 -114 0 -120
Total 4,860 -6 139 0 4,993
At 31 December 2014
Cost 4,860 170 1,224 0 6,254
Accumulated amortisation 0 -158 -667 0 -825
Carrying amount 4,860 12 557 0 5,429

Development expenditure comprises direct costseeim the production and testing of products. Othe
intangible assets include mainly product manufémgulicences and software.

The Group has no intangible assets with an indefuseful life other than goodwill.
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Impairment testing for cash-generating unit containng goodwill

The Group has acquired goodwill in amount 4,860.80®s on the acquisition of interest in subsidiary
(100%) Finnkumu Oy (Note 31). Goodwill is related the cash-generating capabilities of the
subsidiary. Therefore, for the purpose of impairtrtesting, goodwill is allocated to subsidiary whic
represents the lowest level within the Group atclwigoodwill is monitored for internal management
purposes (cash-generating units). The value in afs¢he subsidiary was determined using the
discounted cash flow method and it was comparel thié carrying amount of the investment including
goodwill.

General assumptions for determining value in use

The following are management’s key assumptions estiimates on the basis of which the cash-
generating unit (CGU) including goodwill were tekt®r impairment. Management’s estimates were
based on historical experience but also took irdocoant the market situation and other relevant
information at the date the impairment test wasopered:

= The forecast period was 2015-2019 plus the ternyieat.

= The present value of the future cash flows wasdausing the average weighted cost of capital
(WACC) as the discount rate. The proportions oftdetal equity capital used as weights were
based on the capital structures of similar commafrieeasured at the average market value),
depending on the field of activity of the CGU.

= The GPU did not have any interest-bearing debtgabbns. The cost of debt was estimated
based on the actual loan interest rates, whichechfrgm 1.0% to 1.5%, and were offered to the
other Group’s companies. The expected rate ofmaiarequity was set at 15%.

= Changes in subsequent periods’ operating profievpeojected on the basis of the action plans
of the CGU for subsequent years (including the ktdgproved by management for 2015) and
an assessment of the market situation in the segntere the CGU operates.

= Changes in subsequent periods’ gross and openaiangins were projected on the basis of the
action plans of the CGU for subsequent years (dicfyithe budget approved by management
for 2015) and an assessment of the market situatithre segment where the CGU operates.

= Changes in working capital investments were prepdtased on the expected revenue change
against the comparative period. The absolute revehange was used to estimate the portion
(10%-12%)that is expected to be needed for raising additiammaking capital upon revenue
growth or to be released upon revenue decline.

= Changes in capital expenditures were projectecherbasis of the investment budget approved
by management for 2015 and by applying to it growdtes suitable for subsequent years,
estimated by reference to projections of the CGukgre activity.

Potential impact of changes in estimates

The value in use of a cash-generating unit is coetpto the carrying amount of the investment made
plus the carrying amount of the goodwill allocatedit. Value in use is an estimate. Therefore, any

changes in selected inputs may increase or recueevdlue obtained. The Group’s management
performed a sensitivity analysis that reflected hawchange in discount rates would affect the

recoverable amount of goodwill. The total valueause of the cash-generating units to which goodwill

has been allocated will exceed the carrying amadirihe investments and the goodwill allocated to

them as long as the rise in the weighted averaggodit rate (8%) does not exceed 17 percentage
points, assuming all other variables remain constan
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17 Interest-bearing loans and borrowings

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

EUR’000 2014 2013
Current interest-bearing loans and borrowings
Short-term bank loans 0 358
Current portion of lease liabilities 278 296
Total current interest-bearing loans and borrowings 278 654
Non-current portion of lease liabilities 818 1,098
Total non-current interest-bearing loans and borrowngs 818 1,098
Total interest-bearing loans and borrowings 1,096 1,752
Interest-bearing loans and borrowings at beginningf the year 1,752 2,381
Changes during the year
Increase (+)/decrease (-) in short-term loans 58-3 -438
Acquisition of new finance lease liabilities 0 103
Settlement of non-current finance lease liabsit -298 -294
1,096 1,752

Interest-bearing loans and borrowings at end of therear

17.2. Details of short-term bank loans

At 31 December

Base currencyLoan limit in base currency Interest rate Shert bank loans
2014 2013 2014 2013 2014 2013

EUR’000 600 600 1 month euribor+0.4% +0.4% 0 240
EUR’000 1,200 1,200 1 month euribor+0.6% +0.6% 0 118
EUR’000 33 33 Nordea base rate +1.75%1.75% 0 0
EUR’000 500 500 1 month euribor+0.4% +0.4% 0 0
Total short-term bank loans 0 358
Information on assets pledged as loan collateqaldsented in note 18.
17.3. Finance lease liabilities
Present value of lease payments

EUR’000 Original cost Settlement Present value

At 31 December 2012 2,518 -933 1,585
Acquisition of new lease liabilities 103 0 103
Finance lease payments made 0 -294 -294
Lease discontinued -58 58 0

At 31 December 2013 2,563 -1,169 1,394
Finance lease payments made 0 -298 -298
Lease discontinued -44 44 0

At 31 December 2014 2,519 -1,423 1,096
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In most lease contracts the base currency is tlee At 31 December 2014, the interest rates ofnitea
lease contracts were in the range of 1.4% to 2.3%0ecember 2013: 1.4% to 3.4%). In 2014, the
weighted average effective interest rate of findeese liabilities was 1.6 % (2013: 1.6 %).

17.4. Finance lease liabilities by maturities

EUR’000 <l year 1-5years > 5 years Total
At 31 December 2013
Minimum amount of lease payments 326 987 217 1,530
Future finance charges -30 -80 -26 -136
Present value of lease payments 296 907 191 1,394
At 31 December 2014
Minimum amount of lease payments 318 856 26 1,200
Future finance charges -40 -38 -26 -104
Present value of lease payments 278 818 0 1,096

Lease payments are made monthly.

18 Loan collateral and pledged assets

As at December 31 Unit 2014 2013
Pledged assets Shares in PKC Group Oyj Number of shares 724,638770,638
Short-term bank loans Overdraft limit EUR’000 1,134 1,134
Pledged as loan collateral  Carrying amount of shareEUR'000 12,659 18,642

The shares are pledged to the bank until all otiiga to the bank have been fully settled. Accaydm
the pledge agreement, the Group has the obligadionmediately pledge additional shares, if thekaetr
value of the pledged shares decreases and doezaswd the outstanding loan principal by at le6%t.5

19 Trade and other payables

As at 31 December EUR’000 2014 2013
Trade payables 3,656 2,525
Other short-term liabilities

Advances from customers 818 383
Payables to associates (for goods and services) 0 42
Miscellaneous payables 904 35
Payables to employees 1,506 1,355
Interest payable 0 1
Other accrued expenses 105 96
Total 3,333 1,912
Total trade and other payables 6,989 4,437
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Trade payables

As at 31 December EUR’000 2014 2013
Trade payables

Payable for goods and services 3,431 2,515
Payable for property, plant and equipment 11 6
Payable for investment property 214 0
Payable fointangible assets 0 4
Total 3,656 2,525
20 Taxes

As at 31 December EUR’000 Note 2014 2013
Prepaid taxes

Value added tax 266 72
Prepaid income tax 79 41
Social security tax 2 1
Total 9 347 114
Tax liabilities

Value added tax 618 577
Income tax liability 12 15
Personal income tax 200 170
Social security tax 228 205
Other taxes 26 17
Total 1,084 984
21 Provisions

Warranties provision  Other provisions TOTAL

EUR’000 2014 2013 2014 2013 2014 2013
At 1 January 18 8 18 15 36 23
Provisions made during the year 13 81 33 18 46 99
Provisions used during the year 25 71 -18 -15 -43 -86
At 31 December 6 18 33 18 39 36

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

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

and defective products free of charge.

Other provisions consist of claims and license femgble on the next reporting period.
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22 Contingent liabilities

22.1. Corporate income tax

As at 31 December EUR’000 2014 2013
Consolidated retained earnings 26,664 18,635
Maximum possible dividend 21,331 14,722
Income tax payable on the maximum possible dividend 5,333 3,913

The maximum possible income tax liability has beatculated under the assumption that the net
dividend and the related income tax liability cahexceed retained earnings as at 31 December 2014.

The contingent income tax liability has been calted based using the tax rate effective from lagnu
2015 (2013: from 1 January 2014). If the annualegeinmeeting approves the management board’'s
proposal to distribute a dividend of 2,610 thousauntbs, there will arise an income tax liabilityGH3
thousand euros.

23 Capital and reserves

23.1. Share capital and share premium

As at 31 December Unit 2014 2013
Share capital EUR’000 12,180 12,180
Par value of a share EUR 0.70 0.70
Number of shares issued (fully paid) '000 17,400 17,400
Share premium EUR’000 240 240

As at 31 December 2014 and 31 December 2013 shamgrise equal 17.4 million ordinary shares,
which are listed on the Tallinn Stock Exchange.

According to the articles of association, the maximauthorised share capital amounted to 14 million
euros and minimum to 3.5 million euros.

23.2. Dividend per share

Based on the profit allocation proposal, in 201l @ompany paid for 2013 a dividend of 0.10 euras pe
share, i.e. 1,740 thousand euros in aggregate.diM@ends were paid out on 27 May 2014. In the
previous year, the Company paid for 2012 a dividehd.09 euros per share, i.e. 1,566 thousand euros
in aggregate.

According to the profit allocation proposal, thenguany will pay for 2014 a dividend of 0.15 euros pe
share, i.e. 2,610 thousarelrosin aggregate. The dividend will be recognised wltlea profit

allocation proposal has been approved by the argamnaral meeting.

23.3. Shareholders holding over 5% of the votes d&imined by shares

As at 31 December 2014 2013
AS Harju KEK 32.00% 32.00%
ING Luxembourg S.A 10.92% 10.92%
Endel Palla 6.32% 6.32%
Tiina Kirsme 5.06% 0.00%
Lembit Kirsme 0.00% 8.10%

Others 45.70% 42.66 %
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23.4. Interests of members of the management andervisory boards of AS Harju Elekter

Number of Direct Indirect
shares ownership ownership

Palla, Endel Chairman of the supervisory board ,aa 6.32% 0.36%
Kirsme, Aare Member of the supervisory board 228,25 1.31% 0.00%
Kabal, Ain Member of the supervisory board 10 0.00% 0.00%
Toome, Andres Member of the supervisory board 1,00 0.06% 0.29%
Tombak, Triinu Member of the supervisory board 00,0 0.06% 0.00%
Allikmae, Andres  Managing director/CEO 200,000 1.15% 0.00%
Total 1,548,260 8.90% 0.65%

The number of shares held by shareholders and twveirership interests were determined on 31

December 2014 at 11:59 p.m. In accordance withiules of the Tallinn Stock Exchange, an issuer has
to disclose in the annual report the number of iiseier's shares that are held by members of its
management and supervisory boards (direct inteaest)people connected to them (indirect interest) a

at the end of the financial year. Voting power begiog to a company controlled by a member of the

management or supervisory board is also treatédda®ct interest. People connected to shareholders
include their spouses, minor children and peopégis the household with them.

24 Segment reporting

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

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

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

Real estate- The segment is involved in real estate developmmaintenance and rental, services
related to managing real estate and productioncitiggmand intermediation of services. Real edtate
been identified as a reportable segment becausathe of its assets exceeds the aggregate valie of
assets of all segments by 10%.

Other activities— The segment is involved in selling productshef Group and companies related to the
Group as well as other goods necessary for elatinstallation works mainly to retail customersian
small- and medium-sized electrical installation pamies and in providing management services. Other
activities are less significant for the Group anda of them constitutes a separate reporting segmen

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

assessment of the Parent company’'s management, la@dsegment transactions are carried out on
ordinary market terms that do not differ substdigtiom the terms agreed in transactions conducted
with third parties.

The assets of the Manufacturing segment includelileet assets of the segment and those allocated t
it. The assets of the Real estate segment and Qittenities segment consist mainly of trade
receivables, inventories and non-current assetallddated assets comprise the Parent company’s cash
other receivables, prepayments and other finaimoraktments.
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Manu- Real Other Elimi- Consoli-
2014 EUR’000 Note  facturing estate activities nations dated
Revenue from external customers 25 45,8142,392 2,400 0 50,606
Inter-segment revenue 237 980 413 -1,630 0
Total revenue 46,051 3,372 2,813 -1,630 50,606
Operating profit 1,469 1,137 -306 -72 2,228
Segment assets 34,118 12,516 8,491 -7,473 47,652
Unallocated assets 22,140
Total assets 69,792
Segment liabilities 16,513 0 613 -7,473 9,653
Unallocated liabilities 297
Total liabilities 9,950
Capital expenditure 13,14,16 638 1,052 219 0 1,909
Depreciation charge for the year 13,14,16 861 440 213 -1 1,513
2013
Revenue from external customers 25 42,9352,432 2,921 0 48,288
Inter-segment revenue 582 1,005 349 -1,936 0
Total revenue 43,517 3,437 3,270 -1,936 48,288
Operating profit 1,048 1,188 -421 -72 1,743
Segment assets 23,729 11,992 4,504 -666 39,559
Unallocated assets 31,512
Total assets 71,071
Segment liabilities 7,049 2 491 -666 6,876
Unallocated liabilities 376
Total liabilities 7,252
Capital expenditure 13,14,16 368 1,775 175 0 2,318
Depreciation charge for the year 13,14,16 882 442 203 -1 1,526

The liabilities of the Manufacturing segment in@uthe direct liabilities of the segment and those
allocated to it. The liabilities of the Real estatgyment and Other activities segment consist gnaiinl

payables for goods, services and non-current assated to these activities, advances from custeme
and deferred income. Unallocated liabilities conefsthe Parent company’s (Estonia) interest-begrin
loans and borrowings, tax liabilities and accruepleases.

Capital expenditure comprises acquisitions of itmest properties (note 13), property, plant and
equipment (note 14) and intangible assets (note 16)
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REVENUE BY MARKET

For the year ended 31 December EUR’000 Note 2014 2013
Estonia 15,183 17,936
Finland 29,480 23,441
Lithuania 1,037 2,636
Sweden 1,596 867
Other EU countries 1,144 604
Non-EU countries 2,166 2,804
Total 25 50,606 48,288
25 Further information on statement of profit or loss line items

For the year ended 31 December EUR’000 Note 2014 2013
REVENUE BY BUSINESS ACTIVITY

Electrical equipment 42,867 39,969
Sheet metal products and services 881 925
Telecom products and services 1,039 1,129
Intermediary sale of electrical products and conemb® 3,109 3,446
Commerce and mediation of services 298 104
Rental income 15 2315 2,192
Other services 259 523
Total 24 50,606 48,288
COST OF SALES

Goods and materials -31,344 -29,595
Services -1,256 -1,453
Personnel expenses (see below) -7,485 -7,132
Depreciation and amortisation -1,147 -1,172
Other costs -713 -286
Change in work in progress and finished goods itoréas 420 -192
Total -41,525 -39,830
DISTRIBUTION COSTS

Services purchased -381 -484
Personnel expenses (see below) -1,881 -1,723
Depreciation and amortisation -17 -51
Other -441 -369
Total -2,720 -2,627
ADMINISTRATIVE EXPENSES

Services purchased -527 -599
Personnel expenses (see below) -2,661 -2,495
Depreciation and amortisation -349 -303
Other -505 -670
Total -4,042 -4,067

- Of which development costs -604 -617
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For the year ended 31 December 2014 2013

Personnel expenses allocated to cost of salesifdison costs and administrative expenses:

Salaries and other remuneration -9,195 -8,645
Social security and other taxes on salaries angl odmuneration -2,766 -2,597
Share-based payments -72 -73
Accruals 6 -35
Total -12,027 -11,350
OTHER INCOME

Gains on sale of property, plant and equipment 10 16
Interest on arrears and penalty payments received 1 3
Other 16 19
Total 27 38
OTHER EXPENSES

Loss on sale of property, plant and equipment 0 -4
Interest on arrears, penalty payments and sintdars paid -19 -11
Net loss from foreign exchange differences -18 -5
Gifts and donations made -37 -23
Other -44 -16
Total -118 -59
FINANCE INCOME

Interest income 58 24
Income from sale of financial assets 4,685 1,676
Dividend income 907 948
Other 11 0
Total 5,661 2,648
FINANCE COSTS

Interest expense -31 -33
Net loss from foreign exchange differences -7 -13
Total -38 -46

26 Income tax and deferred tax

Income tax expense

EUR’000 2014 2013
Income tax expense 668 478
Deferred income tax expense/income 7 -3
Income tax expense in the statement of profit or ks 675 475

Theoretical income tax calculated on the Grouptfipdiffers from actual income tax expense for the
reasons explained in the following table.
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Income tax by regions for the year ended at 31 Deader 2014

EUR ‘000 Estonia Finland Lithuania Sweden Total
Profit before income tax 7,852 2,071 101 429 10,453
Income tax rate 0% 20% 15% 22%
Theoretical income tax expense 0 414 15 94 523
Income tax expense on dividends 419 0 0 0 419
Utilisation of tax losses carried forward 0 0 -6 -94 -100
Effect of tax exempt income 0 -211 17 0 -194
Effect of non-deductible expenses 0 24 -4 0 20
Change in recognised deferred tax assets 0O 1 6 0 7
Income tax expense 419 228 28 0 675
Income tax by regions for the year ended at 31 Deader 2013

EUR ‘000 Estonia Finland Lithuania Sweden Total
Profit (loss) before income tax 5512 314 12 -190 5,648
Income tax rate 0% 24.5% 15.0% 22.0%
Theoretical income tax expense 0 77 2 -42 37
Income tax expense on dividends 369 0 0 0 369
Utilisation of tax losses carried forward 0 0 -3 42 39
Effect of tax exempt income 0 -7 -7 0 -14
Effect of non-deductible expenses 0 24 23 0 47
Change in recognised deferred tax assets 0 -1 -2 0 -3
Income tax expense 369 93 13 0 475
Change in unrecognised deferred tax assets 0 O 0 97 97

The change in deferred tax assets in 2013 resmitetly from a change in the estimate of the exttent

which the assets can be utilised in the future.

Deferred income tax assets at 31 December

2014 EUR ‘000 Lithuania  Finland Total

Non-current portion of deferred tax assets 0 0 0
Of which on property, plant and equipment 0 0 0
Of which on tax loss carry-forwards 0 0 0

2013

Non-current portion of deferred tax asset 6 1 7
Of which on property, plant and equipment 0 1 1
Of which on tax loss carry-forwards 6 0 6
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The recovery of the deferred income tax assetingrisom tax loss carry-forwards depends on the
subsidiaries’ future taxable profits which at tleparting date exceed the existing losses to beedarr
forward. An analysis of the subsidiaries’ expectatiire profits was carried out on preparing the
financial statements. Generation of profit assumginment of each subsidiary’s strategic targets.
Deferred tax assets were recognised to the exbeutitt is probable that they can be utilised in the
future.

27 Basic and diluted earnings per share

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

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

at the reporting date the Group had 434.96 thoupatehtial ordinary shares. In accordance with the
decision of the annual general meeting that corv@me3 May 2012, the price of a share was fixed at
2.36 euros. In the case of share-based paymeniish ate regulated by IFRS 2, the subscription price
of the shares also includes the cost of servicesivable from the employees for the share-based
payments. An independent expert determined thavahge of the services was 0.50 euros per each
share to be issued. Thus, within the meaning ofSIZRthe subscription price per each share is 2.86
(2.36+0.50) euros and the potential shares wilbbezdilutive only after their average market pifize

the period exceeds 2.86 euros.

The average market price of the share was 2.6%&enr2014 (2013: 2.72 euros). Hence, the potential
shares did not have a dilutive effect.

Unit 2014 2013
Profit attributable to owners of the Parent EURO00 9,697 5,162
Average number of shares during the period '000 17,400 17,400
Basic earnings per share for owners of the Parent URE 0.56 0.30
Adjusted number of shares during the period '000 400 17,400
Diluted earnings per share EUR 0.56 0.30
28 Government grants
EUR’'000 2014 2013
Government grants related to income 15 19
Of which for covering marketing costs 15 19
Total 15 19

Assets acquired with a grant are recognised atlesstthe amount of the government grant received i
support of their acquisition. Grants related tooime are recognised as a reduction of the costsatteey
intended to compensate (note 3.20).
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29 Further information on line items in the statemat of cash flows

For the year ended 31 December (EUR’000) Note 2014 2013
Change in inventories

Increase (-)/decrease (+) in statement of finarpmaition -2,303 -142
Additions in inventories through business combinai 31 1,630 0
Acquisition of investment property -673 594
Corporate income tax paid

Income tax expense in the statement of profit ss lo 26 -675 -475
Decrease (+)/increase (-) in prepayment and deziedscrease

(+) in liability 20 -41 -101
Additions in liability through business combinatson 31 -136 0
Deferred income tax expense/income 7 -3
Corporate income tax paid -845 -579
Interest received

Interest income 25 58 24
Receivable increase (-) -4 -2
Interest received 54 22
Paid for investment property

Additions of investment property 13 -886 -1,644
Liability decrease (-)/ increase (+) incurred byghase 19 214 -6
Acquisition of investment property -672 -1,650
Paid for property, plant and equipment

Additions of property, plant and equipment 14 -770  -532
Acquired with finance lease 14 0 103
Liability decrease (-)/ increase (+) incurred byghase 19 5 6
Acquisition of property, plant and equipment -765 -423
Paid for intangible assets

Additions of intangible assets 16 -253 -142
Liability decrease (-)/ increase (+) incurred byghase 19 -4 4
Acquisition of intangible assets -257 -138
Proceeds from sale oproperty, plant and equipment

Book value of disposed property, plant and equigmen 14 17 0
Profit on disposal of property, plant and equipment 10 16
Proceeds from sale oproperty, plant and equipment 27 16
Proceeds from sale ointangible assets

Book value of disposed property, plant and equigmen 16 0 15
Profit on disposal of property, plant and equipment 0 -4
Proceeds from sale ointangible assets 0 11
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30 Related parties

The related parties of AS Harju Elekter are assediscompany AS Draka Keila Cables (until
30.6.2014, see note 11), members of the Group’saganent and their close family members, and AS
Harju KEK which owns 32.0% of the shares in AS Hdgjekter. The Group’s management comprises
members of the Parent company’s supervisory anggement boards. The management board has one
member and the supervisory board has five members.

Transactions with related parties

For the year ended 31 December EUR’000) Note 2014 2013
Purchase of goods and services from related parties

- from the associate 248 479

- from Harju KEK 192 1,686
Total 440 2,165
Of which:

- goods and materials 248 479

- lease of property plant and equipment 65 a7

- purchase of non-current assets 126 1,638

- other services 1 1
Sale of goods and services to related parties:

- to the associate 378 774

- to Harju KEK 3 19
Total 381 793
Of which:

- goods and materials 17 26

- lease of property plant and equipment 339 678

- other services 25 89
Balances with related parties
Receivables from the associate for goods and ssrvic 8 0 154
Payables to the associates for goods and services 19 0 42
Remuneration of the management and supervisory bods

- salaries, bonuses, additional remuneration 521 185

- social security and other taxes on salaries 71 13
Total 286 198

Share-based payments
- to members of the management and supervismayds of
AS Harju Elekter 20 20

The managing director/CEO is not entitled to anpsien benefits from the Group. The managing

director/CEO is entitled to termination benefitattimay extend to his 10-fold monthly board member
remuneration.
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Share-based payments

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

The issue price of the shares was the average @irite2e AS Harju Elekter share on the Tallinn Stock
Exchange during the period 1 June to 15 June 2(d&5uned in euros (EUR). Accordingly, the issue
price of a share was 2.36 euros.

The subscription rights were recognised in accardawith the principles of IFRS 2. The Group
measured the value of the services received frenethployees in return for the shares based orathe f
value of the subscription right at the date thdimieary agreements were signed. An independent
expert determined that the value was 0.50 eurosgigrto subscribe for one share. In 2014 the rgpe

of share-based payments recognised as personmsegamounted to 72 (2013: 73) thousand euros.

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

31 Business combinations
Subsidiaries with non-controlling interest

Subsidiaries are all entities (including structuesdities) over which the group has control. Theugr
controls an entity when the group is exposed ttasrrights to, variable returns from its involvernia

the entity and has the ability to affect those meuhrough its power over the entity. Subsidiades
fully consolidated from the date on which contreltiansferred to the group. They are deconsolidated
from the date that control ceases.

At the balance date the Group owned the followungsgdiary with minority interest:

Ownership
At December 31 Domicile 2014 2013 Area of activity
UAB Rifas Lithuania 62,7% 62,7% Manufacture of power distribution equipment

The following table contains unconsolidated finah@idicators of subsidiaries with minority interes

Statement of financial position(EUR’000) 2014 2013
Current assets 2977 2 465
Non-current assets 1615 1664
Total assets 4 592 4129
Current liabilities 1165 671
Long-term liabilities 0 2
Total liabilities 1165 673
Retained earnings 2682 2701
Nor-controlling interests 1353 1370
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Statement of profit or loss(EUR’000) 2014 2013
Revenue 5297 5289
Net profit for the period 78 -1
incl. Non-controlling interests 41 30
Statement of cash flows

Cash flows from operating activities 282 189
Cash flows from investing activities -135 -71
Cash flows from financing activities -111 -84
Net cash flows 36 34

Suspension of the subsidiary’s activities in Sweden

According to the 27 February 2014 decision of thpe8visory Board of AS Harju Elekter the Group’s
Sweden-oriented activities were reorganised, a$ April 2014, the activities of Swedish subsidiary
Harju Elekter AB was suspended for an unspecigecht

Founded in 2010, subsidiary Harju Elekter AB haguired a fully functional client base during these
three years. According to the Group’s developmdnattegy, Scandinavia and Sweden continue to be
important target markets, but the reason behirglstdp was the inefficient and cost-intensive assin
model that was implemented between 2011 and 20I®eWales volumes continued to increase year
by year, the relatively steep costs did not mak®#sible to reach the desired business results.

As at 31.12.2013, Harju Elekter AB’s balance shettl in the Group’s assets was 0.25%, making up
184,000 euros. The company’s sales revenue in 2Hs3 703,000 euros, making up 1.4% of the
consolidated sales revenue. The year 2013 reduolgetbss of 190,000 euros.

After the reorganisation, responsibility for theo@p’s Sweden-oriented business activities anddba! |
clients have been taken over by the sales anda@w@weint teams of Harju Elekter’'s subsidiary AS Harju
Elekter Elektrotehnika, along with partner agerdsdal in Sweden. All unfinished projects have been
carried over to AS Harju Elekter Elektrotehnika,omtontinues with active sales and participation in
tenders. After the reorganisation, the main focilisbe put on efficient development and sales.

Acquisition of subsidiary

On 17 June 2014, Satmatic Oy (Finland) signed d@racinfor the purchase of all shares in Finnkumu
Oy, Finland's largest pre-fabricated substationdpor. Finnkumu Oy continues to operate under its
own name and brand as a wholly-owned subsidiargatmatic Oy. By purchasing Finnkumu Oy, the
Group increased its market share in Finland as a&lelsewhere in Scandinavia and increased the
product range. The transaction took effect on Xie 014, which was also when accounts were settled.
For the purchase transaction, EUR 6,716 thousasdpaial.

Pursuant to the contract, after the audited anmymrt was approved, in 2015 an additional 50%hef t

company'’s operating profit in 2014, and in 2016Gadditional 40% of the company’s operating profit in
2015 shall be paid to the sellers. The purchassadion was funded out of the own funds of AS Harj
Elekter.

Since the end of the previous financial year theege no significant changes in the Finnkumu’s
business activities. We confirm that there werevabd contracts between AS Harju Elekter and
Finnkumu Oy, and Finnkumu Oy had no loans or anyrtcor arbitration proceedings involving the
commercial undertaking.
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Financial summary 2011 - 2013 2013 2012 2011
Cash and cash equivalents 820 413 512
Securities 374 174 155
Receivables and prepayments 811 935 389
Inventories 1,504 925 532
Non-current assets 43 32 31
Total assets 3,552 2,479 1,619
Current liabilities 804 834 327
Equity 2,748 1,645 1,292

Inclusive share capital 24 24 254
Sales revenue 10,391 6,634 4,126
Operating profit 1,626 884 419
Profit for the period 1,250 664 273
EPS (EUR) 511 271 108
Number of shares 2,448 2,448 2,540
Dividend per share (EUR) 88 60 45

Influence of purchase to the Group’s assets, liakiles and cash flow at 31.12.2014
Preaquisition Total fair  Recognised

carryng value value on
Assets and liabilities amount acquisition
Cash and cash equivalents 1,869 1,869 1,869
Securities 112 112 112
Receivables and prepayments 1,264 1,264 1,264
Inventories 1,630 1,630 1,630
Non-current assets 39 39 39
Trade payables and other payables -1,337  -1,337 -1,337
Income tax liabilities -136 -136 -136
Net assets 3,441 3,441 3,441
Purchase price 8,300
Goodwill 4,860
Cash flow
Money paid (-) -6,716
Balance of sums of purchase(+) 1,869
Net cash flow -4,847

If the Group had acquired Finnkumu Oy at the begipmof 2014, Group revenue for 2014 would have
been higher by approximately 5,024,000 euros, operarofit by 1,027,000 euros and net profit would
have been higher by 1,134,000 euros.
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32 Primary financial statements of the Parent

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

PARENT COMPANY’S STATEMENT OF FINANCIAL POSITION

As at 31 DecembglEUR’000) 2014 2013
Cash and cash equivalents 6,008 2,254
Trade receivables 644 400
Receivables from related parties 1,195 1,117
Other receivables and prepayments 89 76
Inventories 383 299
Total current assets 8,319 4,146
Investments in subsidiaries 3,112 3,006
Long-term receivables from related parties 6,278 0
Investments in associates 0 565
Other long-term financial investments 19,145 31,339
Investment property 14,703 14,233
Property, plant and equipment 426 394
Intangible assets 309 326
Total non-current assets 43,973 49,863
TOTAL ASSETS 52,292 54,009
Liabilities

Trade payables 566 316
Payables to related parties 0 49
Tax liabilities 84 116
Other payables and advances received 257 218
Total current liabilities 907 699
Other long-term liabilities 0 44
Total liabilities 907 743
Equity

Share capital 12,180 12,180
Share premium 240 240
Reserves 19,403 31,425
Retained earnings 19,562 9,421
Total equity 51,385 53,266
TOTAL LIABILITIES AND EQUITY 52,292 54,009
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PARENT COMPANY'S STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 Decemi2UR’000) 2014 2013
Revenue 6,169 6,004
Cost of sales -3,5634 -3,421
Gross profit 2,635 2,583
Other income 14 6
Distribution costs -368 -354
Administrative expenses -1,339 -1,250
Other expenses -67 -28
Operating profit 875 957
Income from subsidiaries 46 455
Income from sale of investments in associate 5,635 0
Income from available-for-sale financial assets

-Dividend income 906 948

-Income from sale of investments 4,616 1,676
Interest income 131 28
Interest expense -1 -1
Foreign exchange gain/loss (-) 0 -9
Profit before tax 12,208 4,054
Income tax expense -327 -289
Profit for the year 11,881 3,765
Other comprehensive income
Net change in fair value of available-for-sale
financial assets -7,406 11,690
Realised gain from sale of financial assets (-) -4,616 -1,660
Total other comprehensive income for the period -12,022 10,030
Total comprehensive income for the year -141 13,795
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PARENT COMPANY’'S STATEMENT OF CASH FLOWS

For the year ended 31 Decem{®EUR’000) 2014 2013
Cash flows from operating activities
Operating profit 875 957
Adjustments for

Depreciation, amortisation and impairment lgsse 794 750

Gain on sale of property, plant and equipment 0 -2
Change in receivables -112 23
Change in inventories -84 34
Change in payables -51 -6
Corporate income tax paid -327 -289
Interest paid -1 -1
Net cash from operating activities 1,094 1,466
Cash flows from investing activities
Acquisition of property, plant and equipment aningible assets -1,063 -1,974
Acquisition of a subsidiary -200 0
Proceeds from sale of investments in associate 06,20 0
Proceeds from sale of financial assets 4,787 1,753
Proceeds from sale of property, plant and equipment 0 2
Repayment of loans provided 0 750
Loans provided -6,800 -778
Interest received 62 27
Dividends received 1,414 1,404
Net cash from/used in investing activities 4,400 1,184
Cash flows from financing activities
Proceeds from reduction of the subsidiary’s shapgtal 0 320
Dividends paid -1,740 -1,566
Net cash used in financing activities -1,740 -1,246
Net cash flows 3,754 1,404
Cash and cash equivalents at beginning of year 2485 850
Increase/decrease in cash and cash equivalents 4 375 1,404
Cash and cash equivalents at end of year 6,008 2,254
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PARENT COMPANY’'S STATEMENT OF CHANGES IN EQUITY

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

EUR000
At 31 December 2012 12,180 240 1,176 20,177 7,264 41,037
Profit for the year 0 0 0 0 3,765 3,765
Other comprehensive income 0 0 0 10,030 0 10,030
Total comprehensive income 0 0 0 10,030 3,765 13,795
Increase of capital reserve 0 42 0 -42 0
Dividends 0 0 0 0 -1,566 -1,566
At 31 December 2013 12,180 240 1,218 30,207 9,421 53,266
Profit for the year 0 0 0 0 11,881 11,881
Other comprehensive income 0 0 -12,022 0 -12,022
Total comprehensive income 0 0 -12,022 11,881 -141
Dividends 0 0 0 0 -1,740 -1,740
At 31 December 2014 12,180 240 1,218 18,185 19,562 51,385
EUR’000 2014 2013
Adjusted unconsolidated equity at 31 December 51,88 53,266
Interests under control and significant influence:

- Carrying amount -3,112 -3,571

- Carrying amount under the equity method 10,204 12,784
Adjusted unconsolidated equity at 31 December 587 62,479

According to the Estonian Accounting Act, the antowhich can be distributed to the shareholders is
calculated as follows: adjusted unconsolidatedtgdess share capital, share premium and reserves.

Accordingto the Commercial Code, a Parent undertaking wapares the annual report of the
consolidation group shall approve the profit digition resolution based on the consolidated
reports of the consolidation group. Profit as appafrom the consolidated reports shall not be
distributed in so far as this would decrease thessgets of the parent undertaking to a level
below the total of share capital and reserves whiglsuant to law or the articles of association
shall not be paid out to shareholders.
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MANAGEMENT BOARD’S CONFIRMATION OF THE CONSOLIDATED  ANNUAL
REPORT

The Management Board confirms that managementtregaet out on pages 5-38 gives a true and fair
view of the key events occurred in the reportingqeeand their impact on the financial statements
contains a description of key risks and uncertesbf the remaining period of the financial yead an
provides an overview of important transactions whih related parties.

The Management Board confirms the correctness ampleteness of AS Harju Elekter consolidated
financial statements for the year 2014 as set oyages 39-91 and that:

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

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

e Harju Elekter AS and its subsidiaries are goingceons.

Andres Allikmae Managing Director/CEO [signature/ 31March 2015

SIGNATURES TO THE ANNUAL REPORT OF 2014

The management board has prepared the activitytrapd the annual financial statements of AS Harju
Elekter and the Group for 2014.

Andres Allikmae Managing Director/CEO [signature/ 31March 2015
The supervisory board has reviewed the annual repepared by the management board (pp. 5-90)

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

Endel Palla Chairman of the Supervisory /digredt 1% April 2015
Ain Kabal Member of the Supervisory Board [sigme/ 1% April 2015
Madis Talgre Member of the Supervisory Board /signature/ tuApril 2015
Triinu Tombak Member of the Supervisory Board /signature/ aApril 2015
Andres Toome Member of the Supervisory Board  signature/ tuApril 2015
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Independent Auditors’ Report
(Translation from the Estonian original)

To the shareholders of AS Harju Elekter

We have audited the accompanying consolidated financial statements of AS Harju Elekter (“the Company”), which
comprise the consolidated financial position as at 31 December 2014, the consolidated statement of income, consolidated
statement of comprehensive income, consolidated statement of cash flows and consolidated changes in equity for the year
then ended, and a summary of significant accounting policies and other explanatory information. Audited consolidated
financial statements are presented on pages from 39 to 91.

Management’s Responsibility for consolidated the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally- accepted in Estonia, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the consolidated 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
consolidated 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 consolidated 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 Harju Elekter as at 31 December 2014, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with the accounting principles generally accepted in Estonia.

Tallinn, 31 March 2015
/signature/

Andris Jegers
Certified Public Accountant, Licence No 17

KPMG Baltics OU
Licence No 17

KPMG Baltics OU, an Estonian limited liability company and a
member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooparative (‘KPMG
International’), a Swiss entity. Reg no 10096082.
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PROFIT ALLOCATION PROPOSAL

Profits attributable to equity holders of AS HaElekter:

Retained earnings of prior periods 16,967I5,liGR6
Profit for 2014 9,696,842
Total distributable profits at 31 December 2014 26,664,008
The management board proposes that profits beasédld@as follows:

Dividend distribution (EUR 0.15 per share) 2,610,000
Retained earnings after allocations 24,054,008

/signature/

Andres Allikméae
Managing Director/CEO

31" March 2015
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