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ADDRESS BY THE CHAIRMAN OF THE SUPERVISORY BOARD

All in all, the year 2015 was good for the HarjieEBer Group: the sales revenue and the operating
profit were at an all time high. This is mainly thka to the subsidiaries of the Group that operate
outside Estonia. The Finnish company, Finnkumuwhich was purchased in 2014 has done excellent
work. The company was declared for the secondiye@w the best Finnish company in its region. The
decision to increase the Group’s holding of théwstnian subsidiary, Rifas UAB, to 100% proved to be
right as well. The development of this company niyirihe reporting year has been impressive. The
Group is constantly looking for new investment opgities in innovative companies, and by that] wil
be a driving force that will contribute to the frdusuccess of the Estonian economy. In 2015 thepsro
invested in 10% holding of Skeleton Technologies @Mich is a company developing super
condensers.

The Estonian companies of the Group who were nlet tabcompensate for the drop in orders of sub-
stations on the home market that has lasted fopleoof last years by replacing them with other
products found themselves in a difficult position2015. Also, the demand decreased on the Finnish
market. Despite these difficulties, | believe ie ttapability of our team to react quickly and addegly

to the changes. Because of the smallness of damestikets it is difficult to succeed in Lithuania,
Latvia and Estonia and in order to accelerate toevilp, intensive marketing should be carried out to
increase the Group’s market share in the neighbgurountries. However, | think it is important to
keep the good reputation of the company in the dtimenarket where AS Harju Elekter has for years
been acknowledged as the best and the most retiatefacturer of electric switchboards. We have to
be innovative and flexible, winners in the competitthat is becoming tougher and tougher.

The Group’s real estate development has been siotessuring a constant income. In 2015 we built
and handed over the first industrial building ie tiew Allika Industrial Park. The production spares
Haapsalu left empty by PKC Eesti AS have been anumated by new leaseholders. AS Harju Elekter
has a long-term experience in bringing internatiandustrial enterprises to Estonia and founding
(productive) enterprises. If we add the experieimcendustrial real estate development and property
management services, we have created excellentritions for the successful completion of the
Allika Industrial Park located on the outskirts ®&llinn. We expect that Estonian as well as
international companies will participate in the jpaa.

The shares of AS Harju Elekter were first listedtba Tallinn Stock Exchange in 1997. In order to
ensure that the company is continually attractivettareholders we do everything we can to make its
business activities successful and transparentordloty to the leading business newspaper in Estonia
AS Harju Elekter was, continually, the third bestmpany listed in the Tallinn Stock Exchange,
ensuring its shareholders 10% return from theiregtment. The continually high number of
shareholders shows that the trustworthiness and dinidend policy of the company is highly rated.
We will continue the payment of dividends everyryea

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

[signaturé

Endel Palla
Chairman of the Supervisory Board




AS HARJU ELEKTER ANNUAL REPORZD15

ADDRESS BY THE MANAGING DIRECTOR/CEO

The future will come independently from our wish&#. we can do is to decide whether we want to
forecast it in a systemised way or reconcile with tincertainty proceeding from the chaos. The world
around us is in constant transformation and itds @asy to forebode it. It is even more difficudt t
understand all the variables that influence outarusrs, markets and people’s behaviour in general.
The so-called Z-generation of young people whogeetations and assumptions are totally different
from previous generation has made a strong entraftoey are not interested in our sophisticated
opinions and wooden beliefs. They will come and ama if we will not understand their language and
accept their choices they will walk away. It meé#ret, above all, we have seriously to considemtg
ways of life — new convictions, new solutions, negonomy and substantially more overwhelming of
presence of digitalisation. Money and values wiltain totally different dimension. The Harju Elekte
Group wants to be ready for all the changes to come

The previous reporting year of 2015 was positivaynplex for the Group. Changes were constantly
taking place around us, overtaking us sometimesnaaidng decisions for us. However, the year 2015
turned out to be the most successful in the Groegistence. The sales volume increased to 60.7
million euros, which was 20% more than in 2014. Bberating profit amounted to 3.3 million euros,
exceeding the results of the previous referencegdry 47%. Extraordinary financial income had a
strong effect on the Group’s net profit in 2014 king it considerably higher than in 2015, but tlet n
profit of 3.2 million euros produced in the repodiyear is still a remarkable achievement. The year
2015 showed clearly that the real focus of the @business activities is and should be outside of
Estonia. A total 77% of sales revenues were gadtedad. The local market is shaky and dependant on
the moderate investments made by the national mketeerator, Elektrilevi, i.e. it depends on gehera
political decisions that will affect substantiatlye security of power supply to Estonian inhabgaarid
companies. Other product segments in Estonia anthenwhole Baltic region are more strongly
influenced by the pressure on price than by qualitye companies of the Group have certainly done
their best, but market expectations on price, aé agedecisions made by purveyors, are often more
influenced by economic considerations than techmigégability and quality criteria. The outstanding
economic results of the Group were achieved mdhdyks to the Finnish and Lithuanian subsidiaries.
Estonian companies’ results could have been beétterever, we have reacted to market challenges and
can be quite content with the changes made. Changes made in business plans, personnel and
organisation. We approach next year with confidehaging prepared a new vision and new plans.

2015 was an eventful year. The Group increaselbiding in the Lithuanian subsidiary to 100% and

made a strategic 10% investment in a newly stametinology company, a manufacturer of super
condensers, Skeleton Technologies Group OU, whiciidcgive us the opportunity to use them in the

Group’s primary activity — the production of electl equipment. The business success of Finnkumu
Oy, which was purchased in 2014, has continuedbaodght added value to the Group. Subsidiaries
participated in several professional fairs in Swedénland and Estonia. A new production building

was handed over to the first leaseholder in thékalindustrial Park. The Keila shop and storage
belonging to the trading group moved into new pes®i The companies of the Group were noted for
their success in several competitions.

The balance sheet and cash flows of the Group wetgtanding all year round. Strong equity and
almost non-existent loan commitments ensure thalubiy to involve debt finance and capital in the
future.

The joint achievements gained during thé" &lisiness year of the Harju Elekter Group were only
possible thanks to our customers, partners andoyegs. | want to offer my sincere thanks to all of
them. | would also like to thank our loyal shareless and investors whose strong support enables the
Group to move on in a sustainable manner. Our éutiin changes and AS Harju Elekter is ready for
them. Good luck to all of us in our anticipatiomslaaccomplishments!

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 prowndivating 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. 77% of the products are
marketed outside Estonia.

HARJU ELEKTER GROUP’S ORGANISATIONAL CHART

ElaEii Elalsae
marju cierKiel

Subsidiaries Strategical Investments
@B s HARIU ELEKTER ELEKTROTEHNIKA : SIA ENERGOKOMPLEKSS
Manufacturer of elactrical aquipment for anargy MV/LY aquipment salas crganisation
100%  distribution, industrial and construction sectors, 14% in Riga

located in Keila

@ A4S HARJU ELEKTER TELETEHMIKA @ SHELETON TECHNOLOGIES GROUP 0O
Manufacturer of talecom and fibra optic products, Devalopar and manufacturar
100% locatad in Keila 10%; of ultra-capacitors
-*— SATMATIC OY Finnkumu Oy -*— PKC GROUP Oyj
Manufacturar of 100% Manufacturar of wiring systams
100% industrial control and | Finnish leading prefabri- | 5%
automation devices, cated substation
located in Ulvila manufacturar in Kurikka

and in Kerava

e RIFAS UAB Automatikos lranga UAB
~ Manufacturer of 519
100%  automatic equipment, A company which
control and distribution | d2als with design,
units, located in Panaveiys
in Panavaiys
e

w HARJLU ELEKTER AB
[Suspandad for &n unspeciied term since 1.4.2014)

opoy  Sales office in Stockholm
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OVERVIEW OF THE ECONOMIC ENVIRONMENT

Global economy

In 2015, the economic growth was slow or slowingrd@lmost everywhere in the world. Inflation and
interest rates had dropped to near zero. Developedtries struggled with the uncertainty and the lo
level of investment readiness proceeding from lite Bconomic growth in China slowed down to less
than 7%. At the same time, the US economy stadeddover and its central bank decided in December
to raise, for the first time in ten years, the beste. However, the central banks in Europe, Japah
China continued to stimulate the economy. The uat#y was increased by the geo-political tensions
in Middle East, as well as by the price of oil thas dropped within the last two years from a l®fel
98 dollars to 35 dollars a barrel. The drop in phiee of oil has complicated the internal situation
Russia at a time when the refugee crisis in Eultogee caused lots of political tensions. The global
economy was also influenced by the strengtheninghef US dollar whose rate against the euro
increased within the year by 10%. The level ofatifin remained the lowest of the last decades.

Euro area

All'in all, the year 2015 was relatively good ftretworld’s third largest economic union. Events and
challenges of the previous years had a continudfesteon it, but thanks to the cheap currency,
alleviation of debts related problems and the ettank’s incentives the situation in the euro dras
improved. The growth of GDP remained at the leviell % in 2015. The economy was driven by
private as well as public sector consumption. Diesfhe weakness of the euro which increased the
competitiveness of the euro area, exports wereehimtdby the slowdown in world trade. The economic
growth was also helped by a much healthier bankysggem, an increase in real wages triggered by
lower energy prices and the improvement of custansmrance in countries that had gone through hard
times in previous years. Interest rates and iitatemained exceptionally low.

Estonia and the Baltic countries

The drivers of economic growth in the Baltic Stabese been broadly the same: domestic demand,
support from the EU, increased productivity of thierkforce and foreign trade. Estonia’s economic
growth in 2015 was 1.2%, the Latvian and Lithuar@aanomies grew by 2.5% and 1.7%, respectively.

Estonia’s economic growth was substantially slotem expected and according to the preliminary
estimations of the Statistics Estonia the GDP a@biiia increased by only 1.2% in 2015. The situation
was worse only in Finland and Greece. The Estoe@@momy increased mainly thanks to the domestic
consumption. Exports formed 80% of the Estonia’ssgrdomestic product which means that the
economy is depending directly on the well-being itd trade partners and the international
competitiveness of its exporters. Despite the hegiployment rate and the increase in wages, the
domestic demand could not compensate for the waakgh trade and the lack of business investments
of businesses. The situation where the global tredeslowed down is not beneficial for countriethwi
open economy. The economies of two export counthiasare very important for Estonia i.e. Finland
and Russia have experienced serious difficultieenduthe last years. The economic growth of
Estonia’s most important export partner, Finlandsweopardised by the structural changes in its
economy, the reduced competitiveness of its casll lend the decrease in the number of labour force.
The growth of GDP in Estonia was hindered mainlymsagre exports and remarkably reduced amount
of investments. Although the interests on loans atréhe unexceptionally advantageous level, the
external environment today is not secure enougtefdrepreneurs to initiate large projects and,,thus
neither they, nor the state, has made any largesiments. The sales revenue of enterprises was
decreasing all through the year 2015. However, wiggaands increased rapidly in a market which is
governed by diminishing labour force. As to the remuic sectors, the slowdown of investment has
influenced construction companies more than anylately. The exports to Russia have been influenced
by its political opposition to the European Uniondatherefore, Estonia’s exports to Russia have
decreased almost by 40%. This has had a negatiget efn the transit sector, as well as putting
Estonian agricultural producers in a difficult sition. The processing industry’s production of
electronic equipment decreased considerably andh#enical industry was facing difficulties due he t
low price of all.
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YEAR 2015

Finnkumu Oy, part of the Harju Elekter Group, wias second company in its region to be awarded the
Entrepreneur of the Year Title by the EntreprenenirsSouth Ostrobothnia. Previously, in 2013,
Finnkumu Oy was also named the Entrepreneur ofy#r for Kurikka and has received a national
acknowledgements for the growth in its sales regsrand its strong economic performance. Finnkumu
Oy launched operations in 2004 and has been p#nedflarju Elekter Group since 2014. Over the past
5 years, Finnkumu'’s sales revenues have more ihalet.

In April AS Harju Elekter signed a contract to puase all the shares of Rifas UAB, its Lithuanian

subsidiary. Acquiring all the shares of Rifas UABasva strategic decision of the Group, thereby
ensuring its positions in Lithuania and the expoarkets. The company is going to proceed under its
own name and brand as a 100% subsidiary of AS Hiekter.

At its 2 June 2015 sitting, the Supervisory Boafd\8 Harju Elekter decided to approve a strategic
investment in Skeleton Technologies Group OU, a mamg developing and manufacturing
ultracapacitors, by acquiring a 10% holding in thenpany. AS Harju Elekter sees the attractivenéss o
the investment in both an increase of its valueielsas the possible participation of the companthe
development, production and use of modular systmstracapacitors in management and switching
systems.

In June the newly completed production buildinghllika Industrial Park, owned by AS Harju Elekter,
was delivered to the lessee (OU Eccua). Allika btdal Park, with its attractive location at the
intersection of the Paldiski highway and Tallinngiroad, has a total of 18 lots fitted with teclugptal
utilities. Currently there are two production comjgs operating in the industrial park.

There were 44 employees participating in the slatéon programme of 2012-2015 targeted at the
members of the governing bodies of the group’s aonigs, its top specialists and engineers, as well a
the members of the governing bodies of the aféi8atf AS Harju Elekter, with a total of 339,880 s
being subscribed for between 16-30 June. This a&seren the share capital of AS Harju Elekter was
entered to the commercial register on 22 July 2@tt®r which the share capital of AS Harju Elekter
amounting to 12.42 million euros was divided in®789,880 ordinary named shares.

In 2015, the management systems of the subsidiarithe Group underwent recertification to meet the
ISO 9001:2008 and ISO 14001:2004 requirements, aulpem relevant certifications were issued for
new terms of validity as follows: AS Harju Elekt&lektrotehnika, through 15 September 2018;
Satmatic Oy through 19 July 2018; and Rifas UABptigh 15 September 2018. In addition, the
Lithuanian subsidiary was also recertified to miéet OHSAS 18001:2007 standard and was issued
with a new certificate valid for 3 years on 17 Dmber 2015. Scheduled annual audits were conducted
at AS Harju Elekter Teletehnika.

In August, the electrical materials store of AS jHdlekter Commerce Group opened its doors at its
new modern commercial and storage facilities atliBkl Rd 35, Keila. The good location and larger
facilities create substantially better opportusitier customer service, make it possible to exgaed
product range and selection and the prompt relefsatches of products.

The Group's subsidiaries actively participatedxhilgitions and fairs in Estonia, Finland, Germang a
Sweden, including in the biggest electricity sedtade fair in the Nordic region — Elfack 2015. Tée
was presented to the visitors a prototype of a lonverter device for a substation with power
management capacity, developed in cooperationtiv@Tallinn University of Technology.
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BUSINESS RESULTS

5 years statistical summary

Group 2015 2014 2013 2012 2011
Statement of comprehensive incomg@nillion EUR)

Net sales 60.7 50.6 48.3 52.8 46.7
Operating profit 3.3 2.2 1.7 2.0 2.0
Profit attributable to owners of the Company 3.2 9.7 5.2 3.5 2.8
Statement of financial position at the end of theear (million EUR)

Total current assets 19.8 25.1 15.9 16.5 154
Total fixed assets 46.7 447 55.2 43.1 37.5
Total assets 66.5 69.8 71.1 59.6 52.9
Equity attributable to owners of the Company 58.158.5 62.5 48.8 40.3
Equity ratio (%) 87.4 8338 87.9 81.8 76.2
Rates of growth(%, y-0-y)

Net sales growth 19.9 4.8 -8.5 13.1 14.2
Operating profit growth 471 27.8 -11.5 -2.7 33.3
Profit attributable to owners of the Company growth -67.1  87.9 46.8 26.8 27.6
Assets growth -4.6 -1.8 19.2 12.7 -4.0
Equity attributable to owners of the Company growth  -0.7 -6.4 28.1 21.1 -8.3
Performance indicators (%)

Operating margin 54 4.4 3.6 3.7 4.3
Net margin 53 193 10.7 6.8 6.3
Return of assets (ROA) 4.7 13.8 7.9 6.3 5.1
Return of equity (ROE) 55 16.0 9.2 7.9 6.6
Shares (EUR)

Average number of shares (1000 pc) 17,581,400 17,400 17,093 16,800
Equity per share 3.32 348 3.20 2.61 2.51
The closing price 263 2.79 2.70 2.64 2.28
EPS 0.18 0.56 0.30 0.21 0.17
P/E 14.61 4.98 9.00 12.57 13.41
Dividend per share [0.05 0.15 0.10 0.09 0.07
Liquidity ratio

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

Average number of employees 472 459 455 452 427
Number of employees at the end of the period 470483 451 478 457
Wages and salaries (million euros) 9.7 9.2 8.6 9.1 7.7
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

(1 juhatuse ettepanek
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In the 2015 annual report the financial indicatoff\S Harju Elekter (the consolidating entity) aitsl
subsidiaries: AS Harju Elekter Elektrotehnika, A&rid Elekter Teletehnika, Satmatic Oy, Finnkumu
Oy, Rifas UAB and Automatikos Iranga UAB are comdated line-by-line and the results of affiliated
company - AS Draka Keila Cables - by the equityhudtuntil 30.6.2014.

On 27 April 2015 AS Harju Elekter acquired a hoffliaf 37% in their subsidiary Rifas UAB, in
addition to the previously acquired 63%, and bectimaesole owner of the company.

On 3 June 2015, AS Harju Elekter acquired a 10%lihglin Skeleton Technologies Group OU, a
company developing and manufacturing ultra-capegito

AS Harju Elekter has a share of 4.6% in the Fingismpany PKC Group Oyj. The company's shares

are noted on the Helsinki Stock Exchange. The shair®KC Group Oyj are presented in the statement

of financial position at their market price. Theaolges in the market price of the shares can have a
substantial effect on the value of the assetslamdwners’ equity in the Group.

Earnings and margins

Sales revenue, net and operating profits

sales revenue profits
million euros million euros
70 12
60 - 10
50

- 8
40 -

-6
30 -
20 - -4
10 - -2
0 A -0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

B Sales revenue = Qperating profit Net profit

In 2015, the consolidated sales revenue reachédréillion euros, having increased by 10.1 million
euros or by 19.9% in relation to the comparableopeThe Group’s operating profit in the reporting
year was 3.3 million euros, having increased by rhillion euros or by 47.1% in relation to the
comparable period.

Out of the consolidated net sales 33.9% (2014:989\8as contributed by the Estonian, 52.2% (2014:
50.2%) by the Finnish and 13.9% (2014: 9.9%) bylLtileuanian companies.

As to the markets, once again the Finnish and kstomarkets were dominant with 87.5% (2014:
88.2%) of the Group’s products and services sa@dkth

During the year, 23.5% (2014: 30.0%) of the Groyp'educts and services were sold on the Estonian
market. Year on year, supply to the Estonian madestreased by 1.1 million euros or 6.5%. The
decline was mainly caused by decreased investrretite energy distribution sector in Estonia stayti
from 2014, which has resulted in a decrease inssatdumes for medium voltage distribution
equipment and substations. A difficult situationtbe Estonian market has given an incentive to find
opportunities on other markets.

Finland has growing the biggest market of the Gy@4pl% of the Group’s products and services were
sold on the Finnish market (2014: 58.2%). Saleth¢oFinnish market grew by 9.4 million euros, year
on year. A biggest impact on the growth of the Bhrmmarket came from the addition of the sales
revenue of Finnkumu Oy, a unit substation prodacguired in June, 2014.
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76.5% of the Group’s products and services were colside Estonia (70.0% in the reference period).

Sales to the Lithuanian market have decreased yeanto year. The decline of the Lithuanian market
is due a change in the Lithuanian subsidiary’sssateategy, as a result of which the main focusnis
export markets. In the reporting year, the sharéordign markets in the subsidiary’s sales revenues
grew to 93% (2014: 81%). Sales to the Norwegiarketan the reporting year have grown 2.3 times or
by 2.2 million euros, to 3.9 million euros, as aul¢ of which the share of the Norwegian markethim
consolidated revenue has grown by 3.1 percentagespdo 6.4%. The growth of the Norwegian
market is related to the materialisation of sudcggsrojects for the Lithuanian subsidiary. Of the
Lithuanian company’s 2015 revenue, 45% (2014: 31¥#4% earned on the Norwegian market. In
addition, the company has grown the volume of dlesto the Finnish market. In 2015, the company
sold its Finnish clients outside the Group produatsth 1.3 million euros more than in 2014.

Sales revenue from other markets grew by 1.3% udp7anillion euros during the year. Sales volumes
increased in Latvian as well as in French marké®A and Spain accrued as a new markets.

The Group’s main area of activity is the productamd marketing of electric power distribution and
transfer equipment. As usual, these activities mgaéhe largest part of the consolidated revenee, i
91.6%; real estate and other activities accourde8.4%.

There has been a growth in revenue among almogradiucts and services. 86.0% (2014: 84.7%) of
the reporting year revenue originated from the shlelectrical equipment, increasing more than one
fifth up to 52.1 (2014: 42.9) million euros. Theamediary sale of electric goods has increased by
18.6% by a year, amounting to 3.7 (2014: 3.1) omlleuros. The rental income has remained at the
same level as the previous year, amounting to #libmeuros.

Revenue by business area Revenue by market

86% M Electrical
equipment

1% m Sheet metal
products/services

2% mTelekom
products/services

6% m Sales of electrical

24%m Estonia
64% m Finland
1% m Lithuania

componcnts 2%Mm Sweden
m Commerce/media 6% Norway
tion of services
3%m Others

4% m Real estate rent

1% m Other scrvices

Cost of products and services sold increased 822 turing the year, remaining 1.4 percentage points
below the growth rate of sales revenue in the tempyear. As a result, the consolidated grossitprof
for the 12-month period was 10.3 (2014: 9.1) milleuros. In comparison to the reference period, the
gross profit margin drop by 0.9 percentage pointh the year, amounting to 17.0%.

The Group’s distribution costs in the reporting ryaea well as in reference period were 2.7 million
euros. The ratio of distribution costs to revenuaswi.4% (2014: 5.4%). General administrative
expenses increased by 7.3% to 4.3 million euro;hguhe year. The ratio of general administrative
expenses to revenue was 7.2%, having decrease8 pgi@entage points.

As at the reporting date on 31 December, there wédepeople working in the Group, which were 13
employees less than a year before. Due to the matilon of their production and a decrease in their
production volumes, the Estonian companies hadcestithe number of their staff by 38 as at the dnd o

10
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the reporting year. At the same time, the numbeeraployees in the Lithuanian subsidiaries has
increased by 27. In the 12-month period, laboutscoxreased by 4.4%, amounting to 12.6 million

euros. The ratio of labour costs to sales revera® 20.7% (2014: 23.8%). In 2015, employee wages
and salaries totalled 9.7 (2014: 9.2) million eurdke average wages per employee per month
amounted to 1,712 (2014: 1,669) euros.

Overall, the growth rate of operating expensesddduehind that of sales revenue, increasing by?48.8
to 57.4 million euros during the year. In the rejpay year, EBITDA as well as EBIT increased both by
1.0 million euros, to 4.8 million euros and 3.3 lrail euros, respectively. Return on sales before
depreciation for the 12-month period improved Hy [@ercentage points, amounting to 7.9%, and return
of sales by 1 percentage points, amounting to 5.4%.

Dividend income in the reporting period was 0.7@12 0.91) million euros and total financial income
in 2015 amounted to 0.8 (2014: 5.7) million eurrs2014, financial income from selling the PKC

Group Oyj shares was 4.6 million euros. At the sges, the Group sold its 34% holding in AS Draka
Keila Cables also; the financial income from sgjlime shares was 1.8 million euros. Until June 30
2014, the Group consolidated a profit of 0.8 milleuros from the associated company.

Income tax expense in 2015 was 876,000 (201: 60% &@ros.

The consolidated net profit of the reporting yeas\8.2 (2014: 9.8) million euros. EPS was 0.184201
0.56) euros.

Other comprehensive income

The market price of a share of PKC Group Oyj onHedsinki Stock Exchange decreased during the
period of 12 moths by 1.24 euros and closed at316wos (2014: decreased by 6.72 euros to 17.47
euros). Other comprehensive loss from the revalnadf financial assets amounted to 1.4 (2014: 7.4)
million euros in the reporting year. 4.6 millionres of revaluation profit were earned from the saie
shares of PKC Group Oyj. As a whole, the revaluatiserve in the owner’s equity decreased by 1.4
(2014: 12.0) million euros.

Financial position

At the end of reporting period current assets arrezto 30% (2014: 36%) and fixed assets to 70%
(2014:64%), while foreign capital accounted for 132014: 14%) and owner’s equity 87% (2014:
86%) of total assets.

As of 31.12.2015 the value of assets of the Grounpumted to 66.5 million euros which is 3.2 million
euros less than a year before. Current assetsadecreluring the year by 5.3 million euros, of which
inventories 1.0 million euros and cash 4.3 milleamos. The value of fixed assets in the statenfethieo
financial position increased within 12 month byo#at of 2.1 million euros, amounting to 46.7 miflio
euros.

Most of the changes in the fixed assets derivednftbe changes in other long-term financial
investments. During the reporting period new finahassets were obtained for total value of 2.4
million euros. However, the market price of PKC @rdyj shares decreased during 12 month by 1.24,
costing on the last trading day of the HelsinkicBt&xchange 16.23 euros against 17.47 euros a year
ago. Other comprehensive losses from the revaluafidinancial assets amounted to 1.4 million euros
by which the value of financial investment in fixadsets and the revaluation reserve in the owner’s
equity decreased. The value of long-term finandmslestments increased by 1.0 million euros,
amounting to 20.2 million euros.

The value of investment property and property, fpéard equipment increased by a total of 0.9 million
euros. During the reporting period 1.4 (2014: Orllion euros were invested in real estate, most of
which was spent on completing the constructiorhefgroduction building of the Allika Industrial Rar
located in Saue municipality. Property, plant agdigment were purchased for 1.0 (2014: 0.8) million
euros, of which 0.6 million euros were spent onghichase of machinery.
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In 2015 the Group’s investments in fixed assetsuartea to 4.9 million euros (2014: 6.8 million eyros
incl. 4.9 million euros were made through busiressbinations).

By the end of the year interest-bearing debt obbbiga amounted to 1.2 (31.12.2014: 1.1) millionasur
with short-term obligations making up 0.3 milliomres in the reporting years, as well as in the
reference year of 2014. As at 31.12.2015, intdveating debt obligations formed 14.4% of the Greup’
liabilities and 1.8% of the cost of assets. As &t13.2014, these figures were 11.0% and 1.6%
respectively.

As at the reporting date, the Group’s liabilitietatled 8.4 million euros, of which short-term lilities
made up 7.5 million euros. The Group’s liabilitidecreased by 1.6 million euros with the year,
including trade payables and other payables byrilibn euros, reaching 6.0 million euros. Longrter
liabilities decreased by 0.6 million euros, amoogtio 0.9 million euros.

During the year, the equity of the Group decredsgd..6 million euros, including non-controlling
interest by 1.2 million euros and amounting to S8ilion euros by the end of the year.

In the reporting year, net cash from operatingvéts was 4.3 (2014: 2.8) million euros.

During the reporting year, a total of 3.3 millioares was paid for financial investments. The Group
acquired a 10% holding of Skeleton Technologies @ibich is a company developing and
manufacturing ultracapacitors, and paid the comefegary part of the payment for the shares of
Finnkumu Oy (see note 32). A total, net cash usadviesting activities was -4.7 million euros in180
while in 2014 the total amount of 5.6 million euneas received.

In June 2015 a total of 0.8 million euros was reegifor the issue of shares. The 12 months’ payment
of finance lease principal amounted to 0.3 (2013) fillion euros. In 2015, the Group paid dividend
of 2.7 (2014: 1.8) million euros. On April 27, ASaHu Elekter purchased in addition to its 63% huddi

in is subsidiary Rifas UAB another 37% of the compgpaying 1.7 million euros for it (note 32). Adl

all, net cash used in financing activities was {2@14: -2.5) million euros.
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BUSINESS SEGMENTS

Revenue by business segment

As of 31 December 2015 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 has
during the last years (including 2015)

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

92%M Production
4% m Real estate

4% W Other
activities

Revenue of business segments
million
euros
70

(€]

50

2006 2007 2008 2009 2010 2011 2012 2012 2014 2015

M Production MTrade ® Realestate W Other activitics

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.

30% m AS Harju Elekter
Elektrotehnika
34% m Satmatic Oy

18% M Finnkumu Oy
14% ™ Rifas Grupp

A% M AS Harju Elekter

In 2015 production gave 91.6% (2014: 90.5%) of Teletehnika
the consolidated sales revenue. The segment’s

volume of sales decreased within a year by 21.3%

amountina tc¢55.6 million euros
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AS Harju Elekter Elektrotehnika

AS Harju Elekter Elektrotehnika, which is fully oeah 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 comipigs11,000 m of production, warehouse and office
premises. The number of employees is 168, incbf3Bem working in sales and R&D.

million Sales revenue

euros
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M Sales revenue M Export

The year 2015 was not as successful as expectetladgu Elekter Elektrotehnika because of the
business recession in the EU countries and higbagjlbusiness risks (Russian/Ukrainian conflict,
refugees, etc.) and despite the implementationvatia range of austerity measures the targetshiwht
been set were not achieved. The increase in salamg was hindered by the cancellation of several
investments on the domestic markets, and the edonstagnation of Finland, the companies largest
export market. On the positive side the growthhef $wedish economy should be highlighted.

All in all, because of the drop in the amount oflens the sales revenue of AS Harju Elekter
Elektrotehnika in 2015 was 7% less than in 201dpging to 18.5 (2014: 19.9) million euros. The ghar
of exports in sales revenues was 54% (2014: 51%9. largest falls were caused by the decrease in
orders for sub-stations for Estonian and Finnish &estomers in the energy distribution sector which
could neither be sufficiently compensated for byirarease in the number of orders for pre-fabritate
sub-stations belonging to HEKA product family far&ien, nor by the growth in the volume of orders
for LV sector industrial products.

Revenue by product group Revenue by market

75% M Equipment for

eper_\;;’pc_iwer 44% M Estonia

distribution )
17%m Equipment for 45% m Finland

industry sector 7% m Sweden

7% Equipment for 2% m Russia

building sector and

infrastructure
1% M Others

1% m Norway

1% m Others
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The reporting year was characterised by positiveld@ments in the production and sales of equipment
to the Finnish automatics sector and performandarge scale contracts in the domestic market that
involved the manufacturing of high quality MV pringadistribution units. A large scale contract fbet
design and manufacturing of electric equipmentlierFennovoima Hanhikivi nuclear power plant was
concluded in 2015. As a result of successful nagotis preliminary contracts were concluded for the
production of sub-stations for the plants in Swetlet will put the company a good position for
expansion in that market, and also increasing gpore opportunities.

During the whole year further development of praddor the foreign energy and industrial automatics
sector continued. The development priorities foduse the implementation of changes related to the
amendments of the relevant directives (amendmentthé Ecodesign Directive related to power
transformers and the new Building Act) and on tlab@ration of products for new export co-operation
partners and successful performance of the reletests. New products or their prototypes were
presented to customers and co-operation partnesgvatral professional fairs, including the largest
energy sector fair, Elfack 2015, in Sweden, as waellon special customer days. In addition, several
customer visits and training days were organiselimthe company. Active co-operation continued in
the fields of in-service training and product deypshent with higher and vocational educational
institutions, such as the Tallinn Polytechnic Sdhdwe TTK University of Applied Sciences, and the
Tallinn University of Technology.

Due to the uncertainty related to the volume ofeesdthe company had to struggle to keep its costs
under control, and ensure the quality of timelycest®mn of project-based orders. Due to the changing
market and increased competition, and in order tontain and implement the objectives of the
company during the next period, some adjustmente weade to the company’s strategic concept for
the period of 2015-2019. On the basis of the bgsistrategy co-ordinated with the Supervisory Board
the preliminary functional strategies of sub-umiith relevant action plans were prepared. The fdan
the improvement measures was also prepared andngogkoups for managing stocks, production
failures and individual work performances were fedn The management of internal efficiency
processes (5S, minimising of stock and analysigitires) was continued. The review of the product
portfolio and the cost-benefit analysis was staiedrder to focus on emerging sales and co-opsrati
areas. Good results were achieved in the securjtyowision indicators and the recommendation index
reflecting the customer satisfaction. The managérsgacture was adjusted to the implementation of
the new strategy of the company and changes aditgnistration.

AS Harju Elekter Teletehnika

The main activities of AS Harju Elekter Teletehnikéhich is fully owned by the Group, include the
manufacture and marketing of data and telecommtiaichoxes and other equipment and accessories
and fibre optical cables for the telecom sectoradidition, a range of customer-based sheet metal
products and semi-manufactured articles are prabufe the electrical engineering sector,
subcontracting works are carried out and servieaeslered in the area of sheet metal processing and
finishing. The company also comprises a mecharipakion, which executes special orders for
companies in Keila Industrial Park, and holds lg@nfor designing, installing and maintaining fared
security systems. The factory is located in Keild the company employs 61 people.

The year 2015 was a year of transformation for Af§uHElekter Teletehnika with the rapidly changing
economic and market situation. Since the compamyates within the European single economic area
and under the conditions of global competitionnadljor political and economic events sooner or later
affect its business. The company’s sales reven@@1h remained practically at the same level dkén
previous year, decreasing by 4.2% and amounting Zomillion euros. Domestic sales decreased by
19.9%, but the sales outside of Estonia increage8l@®o and exports within the Group by 7.8%. The
share of exports in the company’s sales revenueased to 62.5%. Finland was the largest export
country and data communication racks and theindjtt were the largest export articles.
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million Sales revenue
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As to the product group, the leading position wafdhy telecommunication related products and

services, amounting to 65.6%. It was followed bgethmetal products, industrial sub-contracting and
the intermediate sale of goods and services arat ptbducts and services.

Revenue by product group Revenue by market

66% M Products for telecom 38% M Estonia

sector

51%HMm Finland
30% M Sheet metal

products/services
1% m Data services

7% B Sweden

2% W Germany

2% M Sales of components
2%Mm Latvia,

Lithuania

1% m Others

The sales revenue of the reporting year was infleérby the cancellation of several earlier planned
projects, which was caused by unfavourable devetmpsnin the European markets. The increase in
export sales was made possible thanks to the talacaication segment, mainly through Swedish
customers where the investments into the developroérdata communication networks by the
telecommunication sector, focusing on the condwocbf new fibre optical data communication
networks and modernisation of the existing onegestawithin the earlier planned long-term project
plans. Developments in other European markets,cegdlyein Germany, were influenced by the
acquisition of local mobile and cable network opers by global brands. As to other customer groups
and product segments the instability of marketseduhe decrease in the planned sales revenue and
operating profit. The trend towards small-scaleeesdvith a short delivery date continued, makirg th
organisation and planning of production more cimajieg.

Several customer audits were organised at AS Heglter Teletehnika in 2015, whereby customers
evaluated the functioning of the company’s processal its ability to ensure product quality. Feettba
from customer audits is crucial, as it helps thegany to more fully understand the customers’ needs
and adjust its processes accordingly, in ordeffey customers more and higher quality added value.

During the last financial year, the company presgnts products at several fairs in Finland and
Germany. The feedback gathered during fairs hgeetdb improve the functionality of products. Feed-
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back on the specific demands of different marke#s \also gathered and this helps to offer more
suitable products for each market. The companyimoad to improve the planning accuracy and
increase security of supply. The development of 38eprogramme helped to substantially reduce
wastage, inefficiency and operations that did wlok @alue.

The keywords for AS Harju Elekter Teletehnika dgrithe year 2016 will be the growth of sales, and
the increase in productivity which constitute agaredition to the company’s sustainability and bigst
competitiveness. Due to the increasing competitiavill be more and more important to offer distinc
products with higher added value for a competitiiee and offer them quickly and on time. In ortter
increase the sales revenue it is important to ekjtfam customer base and develop new products.eAt th
same time the company is actively researching dppities to implement new technologies in the
production process, in order to increase the caithmtess of the company and to be able to offer
distinctive products. The year 2016 is importard apecial for AS Harju Elekter Teletehnika because
in March it will celebrate its 45Anniversary, operating 25 of those years as aegaddent company.

Satmatic Group

Satmatic Group consists Satmatic Oy with headqgrsite Ulvila and its subsidiary Finnkumu Oy,
located in Kurikka.

In 2015, the Satmatic Group’s sales revenue amdunt&1.7 million euros, growing by 25% during
the year. There are 90 employees working in theufaro

Satmatic Oy

Satmatic Oy, a fully owned subsidiary of AS Harjlelger, is a leading producer of automation
equipment for the industrial sector and of elegboever distribution and transfer equipment in Fuaa
The product range of the company covers the nekdastomers from the development of products,
programmes and projects to full maintenance seribe range of products is wide and the company
aims to offer its customers up to 20kV products aptltions. 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 Harju Elekter Group’s
companies in Finland. The headquarters and therfaof the company are located in Ulvila near Pori
The company also has a sales representation irv&enaorder to better service businesses and other
customers in Helsinki-area. The company hires 78leyeses.

Sales revenue
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The unstable economic environment in Europe andi¢fenturn in the Finnish export sector were also
reflected in the 2015 sales revenue of Satmatic D sales revenue of the company decreased by
2.3% compared with the previous year, following plage of decline in the export sector of the Fimnis
technology industry, dropping to 20.9 (2014: 2Illion euros. Sales outside Finland either diseot
through intermediaries accounted for 48% of sa@emue. However, the results of the company can be
considered as satisfactory as it was still ablentoease its project-based sale within the conuitiof
strong competition and to retain its position retato the contract-based production. The only real
decrease was faced in the power distribution sector

Satmatic Oy operates mainly in three sectors: im@isector, energy production and distributiontee
and infrastructure. According to the type of supplyo different production models can be
differentiated: contract manufacturing and projeased product/solution. However, such orders from
customer groups orientated to exports create waingrtaccompanied by the risk that such orders may
be easily moved from Finland to some other coumngre the production costs are substantially lower
and/or the final customer is closer. In additionthtat, the business of a company can be influebged
the improper competition and the appearance of itadgpower distribution equipment which is sold
on at more advantageous prices. The energy praduend energy distribution sector including
different renewable energy solutions and investm@nnuclear power stations, where orders are reithe
made in the domestic market or the closest neigifpaountries, show a remarkable increase.

Revenue by product group Revenue by market

22%Mm Equipment for

enery/power
distribution
52% m Finland
71%M Equipment for
industry sector 47%Mm Indirect
export
1%m Direct
7% W Equipment for export
building sector
and
infrastructure

The business activities of the company are basedhencompetitive production, automation of
production processes, high quality products and d¢hean environment. Their responsible and
impressive contribution to environmental issues ¢asght wider attention and in 2015 Satmatic Oy
was awarded a local environment prize. Besides thatcompany concluded a co-operation agreement
with the city that confirms the thoughtful approach the company to climate issues and its
determination to reduce the production of carbooxidie by employing energy saving production
methods and improving customer awareness of rerevesiergy products and sources, as well as the
development and sales of electric car chargingegyst which in turn contributes to the increasehin t
number of electric vehicles in Finland. Besidesedeping first-rate professional products/solutions,
attention is also paid to valuing customer relatjas well as to offering mutual added value.

A moderate increase as regards project productsnced in the reporting year, therefore additional
resources were used for the development. Varicerad, control and automation installations were
developed at the factory and delivered to custonmetise pulp and paper industry, as well as thé& roc
wool, steel and food industries and for offshotgplsuilding and mining sectors and (electrical) pow
stations. The main target countries were SwedessiRuPoland, China, USA and Finland.

Pre-fabricated substations and distribution cabittet are manufactured in the Ulvila plant of Sstmn
Oy and in the Keila plant of AS Harju Elekter Eletehnika are sold to energy distribution sector,
mainly to Finnish network operators and power amergy stations. On-grid and off-grid solar energy
solutions proved to be the stand-out productserréimewable energy sector.

18



AS HARJU ELEKTER ANNUAL REPORZD15

Within the product group of serial products and dueis for contract customers, car heating
switchboards and charging stations formed the $&rgdare, with the products mainly sold by
wholesalers. During the reporting year a new moélal slow charging system was developed.

In 2016, 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 salesintoease the sales of renewable energy products,
heating switchboards for car parks and chargindesys, these products will be made even more
customer friendly. In order to further develop trganisation of the company, greater attention gl
paid to intensifying the work of the developmenpaement and organising logistics more efficiently.
Further growth is expected from improving the éfficy of marketing activities in relation to the
products of Harju Elekter Group (substations, ttistion boxes, etc.) and involving wholesalers.

Finnkumu Oy

Finnkumu Oy is a wholly-owned subsidiary of Satm&l and Finnish leading prefabricated substation
manufacturer, involved in design, production ande saf electricity distribution devices, mainly
substations and distribution cabinets. Finnkumuw@g founded in 2004 and has belonged to the Harju
Elekter Group since 2014.
N Sales revenue
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Finnkumu Oy has been very successful during thelevperiod of its existence. The sales revenue of
the company has more than doubled during the la®tas. Sales revenue continued its solid growth
during the reporting year, increasing by 22% comgawith the previous year and amounted to 11.0
(2014: 9.0) million euros despite some strong cdiipe and increased input prices. The drop in the
market price of sub-stations was compensated byahene of sold products.

During its long period of existence the company éstablished a loyal customer base whose orders are
fulfilled by a relatively small marketing team. Erxts are improved jointly and adjusted to the seed
of specific projects. The production is organisetigh a strong and smoothly operating network of
sub-contractors who deliver all the necessary def@he completion, final assembly and quality éhec

is carried out by a staff of 20 who are employethatcompany’s plant in Kurikka.

Oscar Pro production management programme wagsdinteal and implemented during the reporting
year. The company hopes that in the future the meagramme will help to make even more precise
decisions based on more detailed information. komeration with other marketing teams of Harju
Elekter Group’s plants the company establishedrda j@orking group to promote sales. The working
group aims to put together a representative rafgeonlucts and best practices in order to stremgthe
customer relations through shared knowledge anid ski
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The well-targeted and successful operation of tirapany has attracted wider attention. At the end of
the reporting year Southern Nordic County Entrepoes awarded Finnkumu Oy with the title of the
Best Company of the Year.

In 2016, Finnkumu Oy will continue producing of higquality prefabricated substations and
distribution boxes. The success of the companwas$ed on its close customer operation and impeccable
quality of products. The business of the companyclasely connected to the construction and
modernisation of electric power distribution netk®rin Finland. The information available today
allows us to believe that the amount of investménthe new reporting period will remain the samse a
in previous years.

Rifas Group

Rifas UAB is AS Harju Elekter's 100% owned Lithuanisubsidiary, which located in Panevezys. The
main area of activities of the company is the potidim and marketing of industrial automation
equipment and electric power distribution and tl@nequipment. The company hires 101 employees.
Rifas UAB'’s subsidiary, Automatikos Iranga UAB,sgecialises in design.

The year 2015 was full of changes and successifas RAB. The sales revenue increased, amounting
to 8.5 (2014: 5.3) million euros thanks to good keting and a successful realisation of several
projects. The increase in revenue was achievedkshi@nthe strategic decision made a year earlier to
restructure the product portfolio of the companwriBg the reporting year Rifas UAB withdrew from
the high risk business of being the main contragtoprojects and concentrated, for the sake of its
sustainable future, on its primary activities: tevelopment, production and sales of MV and LV
electric installations. Today, this decision hasved to be justified, making the year 2015 successf
for the company.

million Sales revenue
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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 &ieacomponents. 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 prodi@t® to the insecure situation in the global
economy, the competition between suppliers was teergh and the price pressure very strong.
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Revenue by product group Revenue by market

45% mNorway

37% ®mFinland
59% M Equipment for

industry sector 7% mlithuania

7% EUSA

41% m Equipment for
marine sector

2% MFrance

2% mOthers

According to the company’s strategy and focal mintthe fields of activities, the main emphasiswa

put on boosting the efficiency of the productiongasses and standardisation of the range of pmduct
In order to increase its production capacity thegany focused mainly on export markets. The shfare o
export markets in the sales revue of the compaose@sed during the reporting year to 93% (2014:
81%). Sales to the Norwegian market increased ®yifes i.e. by 2.2 million euros and amounted to
3.9 million euros. The increase in the Norwegiarrkeawas due to the completion of successful
projects during the reporting year. All in all, tNerwegian market accounted for 45% (2014: 31%) of
the sales revenue of the company in 2015.

Long-term persistent efforts resulted in the cosidn of new important co-operation contracts with
several foreign partners and the company is plantarcontinue such activities for finding new sgon
international partners and establishing partnesshith them. In order to do that the marketing
department of the company was increased.

On 1 January 2015 Lithuania became a member agfuh®area. The exchange rate was fixed at 1 EUR
= 3.4528 LTL. The transition to the euro was susfiéghanks to the new financial and accounting
software, as well as the preliminary preparationd &gests. The company passed successfully the
certification of management systems according ¢orétguirements of ISO 9001:2008, ISO 14001:2004
and OHSAS 18001:2007 standards and new certifithétsare valid until 2018 were issued to it.

For the further development of the company the rf@gas 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 relatorfereign markets will continue.
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REAL ESTATE HOLDING AND OTHER ACTIVITIES

Revenue by activity
The sales revenues of the real estate segn
(Parent company) and other non-segmen
activities (Parent company’s Trade Grou,
totalled 8.4% (2014: 9.5%) of the consolidate
sales revenue, out of which intermediary sale
goods formed 53.1%, rental income 40.7¢
intermediary sale of services 3.7%, and incotr
from other products/services formed 2.5%

53% m Trade business

44%M Real estate

3% m Other services
Real estate

The sales revenues of the segment were

million euros, being on the same levc

comparing to the previous year. Rental income arszlio 2.1 million euros, accounting for 88.1%
(2014: 89.3%) of the revenue of the segment. idiand other services totalled 11.9% (2014: 10.7%)
of the sales revenue of the segment.

Other activities

During the reporting period, the sales revenuestioér non-segmented activities increased by 14.5%
amounting to 2.7 million euros and forming 4.5%%205.1%) of the Group's sales revenues. The main
revenue sources were the intermediary sale of ptedand the sale of Group’s products (electrical
equipment).

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 investroéthie Group and management of development and
expansion activities as well as managing of pershiih and communication services and guaranteeing
the professional operation of the corporate stdsésies located in Tallinn, Tartu and Keila selthbo
products of the Group and related companies aret gihods necessary for electrical installation work
mainly to retail customers and small and mediuracgsizectrical installation companies.

The business activity of the Parent company givé868(2014: 9.5%) from the consolidated sales
revenues.

OTHER FINANCIAL INVESTMENTS

In the reporting year, the market value of longrtdinancial investments decreased by 1.4 million
euros, while new financial investments amounted.fomillion euros. The total annual increase in the
balance value of financial investments was 1.0iomileuros, amounting to 20.2 million euros.

SIA Energokomplekss

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

Skeleton Technologies Group OU

At its 2 June 2015 sitting, the Supervisory Boafd\8 Harju Elekter decided to approve a strategic
investment in Skeleton Technologies Group OU, a mamg developing and manufacturing
ultracapacitors, by acquiring a 10% holding in thenpany. AS Harju Elekter sees the attractivenéss o
the investment in both an increase of its valuegbas the possible participation of the companthe
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development, production and use of modular systefmgtracapacitors in management and switching
systems.

PKC Group Oyj

PKC Group Oyj (hereinafter PKC) is a Finnish pullitaded company, which manufactures cable
insulation for the automobile, telecommunicatiorl &bectronics industries. In 2015, sales revenue of
PKC was 908.0 million euros and the Group employdes64 people.

PKC shares are quoted on the Helsinki Stock Exahamgl AS Harju Elekter has 4.6% of PKC shares
as at December 31, 2015. The market price of taeestdecreased in 2015 by 1.24 euros and on the las
day of trading the price of a share on the HelsBtkick Exchange was 16.23 (2014: 17.47) euros. PKC
shares are valued in the balance sheet accordinmatket 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 1.4 (2014: 7.4)amileuros, by which amount decreased the cost of
investment in assets and reserves in equity.

Profit earned from financial investment
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In April 2015, PKC Group Oyj paid dividends to tekareholders 0.70 euros per share. AS
Harju Elekter received dividends in the amount 66,000 (2014: 906,000) euros. The total
financial income during 12 months was 0.8 milliarras which is 4.8 million euros less than
during the reference period of 2014 when, in additio dividends, 4.6 million euros was
earned for the sale of shares.

Share of PKC Group Oyj in 2013-2015
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PERSONNEL

The companies of the Harju Elekter Group are locateBstonia, Finland and Lithuania. In 2015 the
labour market situation was complicated in the retrkvhere the Group’s companies were operating,
just like the previous years. The unemployment iratéstonia (2015: 6.2%), the same as in Lithuania,
has been declining for several consecutive yearBirdland, the unemployment rate started to grow in
the reporting year, amounting to 9.5% of the wagkiiye population by the end of the year, making the
long-term unemployment a more serious problem. Sthectural unemployment has become a concern
also in Finland just like in Estonia and Lithuanide situation for the Group’s companies is madenev
more complicated by the unattractive salary lemdhie business sector. In Estonia and Lithuani, th
employers have difficulties finding high qualityblaur and it is aggravated by the movement of
specialists to other countries. The shortage difiljigualified labour has created a constant prestur
raise salaries. Unfortunately, productivity has kept pace with the rise in salaries. The labouicpo
carried out by the companies of the Group are nworéess influenced also by the ageing of the
population, the continuing fight for talents, trengpetition from richer countries for labour andugge
issues. In the future, those who are able to etilie labour force in a more flexible manner wél b
more successful.

number of Personnel and labour costs million
employees euros
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Labour cost

At the balance date, there were 470 (2014: 483plpemorking in the Group and the average number of
employees was 472 (2014:459). Employee wages dadesatotalled 9.7 (2014: 9.2) million euros in
the year 2015. The average wages per employee grathramounted 1,712 (2014: 1,669) euros. It is
important to note, that the average wage in Finlara multiple time higher compared to Estonia and
Lithuania.

The majority of the Group’s employees — 273 peeplworked in Estonia, including 44 people who

worked in the Parent company. At the end of the,ythare were 90 people working in Finland and 107
in Lithuania. From 470 employees working in the @r®&54 of them were men and 116 women, 114 of
whom have higher education, 308 people have secpratavocational secondary education and 48
have basic education. In order to improve the skilhd 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 ogio
term employees motivates newcomers to preservelevelop this culture. Every second employee has
been working in the Group for longer than 5 years.

The average age of the Group’s employees has rethatable, and was 42.3 years in the accounting
year. To find new competent employees, AS Harjkteleco-operates with universities and vocational
schools which in summer use the companies of tloaigseither as their basis for vocational training o
in the framework of in-service training or retraigiprogrammes.
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Since 2001, AS Harju Elekter has had close co-operaelations with Tallinn University of
Technology (TUT), since 2010 as Golden Sponsorr@heyears, altogether 50 Bachelor's or Master's
degree students have participated in the schofapsibgramme and five young engineers are currently
employed by the Group.

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 ctuseperation with Satakunta University of Applied

Sciences and Tampere Technical University.

Employees by country Length of service

195muptos

years
108m 6-10 years

273 i
M Estonia 105m 11-20 years

90 m Finland 29m 21-30 years

107 ® Lithuania 22m 31-40 years

11 ® more than
41 years

The companies of the Group continued to implemeatrheasures that made the functioning of the
organisation even more effective. In 2015, sevestalictural changes in the management and
organisation took place in AS Harju Elekter Eletetmika, resulting in the reduction of the numbker o
employees by 30 people. In addition to that, atehé of the year salaries were reduced and people
were sent on collective holidays due to the smahiber of production orders. In order to increage th
productivity the qualification system of manufaatigr employees was introduced at the end of 2014,
which has helped link employees’ skills and conttidkn to a fair and motivating pay and pointed out
possibilities for the development and for incregssalaries. The qualification system implementesl ha
proven to be so successful that it is planned fyathis system to administrative personnel dutimeg
reporting year.

Exercises and training courses organised for emegloguring the year were mainly aimed at improving
professional skills and qualifications. In the puotion units, activities continued in order to implent

the 5S production model to reduce wastage, inéfoess and activities that do not add value. Bidst
courses are organised regularly for all the emmeybesides the training that is focused on the
development of competences related to the mainitesi of the Group and professional qualifications
of the workers.

The Group has many possibilities for motivatingogssonnel:
A bonus system linked to operating profit and ivesl all employees. Bonuses dependent on
profit motivate employees to always consider theeame of their work for the company as a
whole;

Share-option schemes, aiming at involving membérthe directing bodies and employees of
companies of the Group to motivate them actindnéltest interest of the Group;

The cross company as well as cross-border emplkeye®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 involvedonstructive 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 ASuHagkter promote trust between the company and
its employees and prevent the disruption of work.
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INVESTMENTS AND DEVELOPMENT

In 2015, the Group investments to fixed assetdliteggad.9 million euros (2014: 6.8 million eurosici.
4.9 million euros through 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

Investments R&D
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In 2015 several substantial information system Wgreents were implemented. The security level of
the internet and data communication networks of Gneup, as well as the availability of business
information systems were increased. The IT auditsed out during the reporting year offered a more
realistic evaluation of the reliability of the netrk infrastructure and security solutions used gy t
companies. The development of the management amtbetc software, the further introduction of
additional modules and the development of CRM afi@Migw programmes were carried out in all
subsidiaries. Preparations were started in the @sdastonian companies for the upcoming renewal of
the management and business software version ié. 20de Finnish companies focused on software
integration. Finnkumu Oy introduced new economifivgare. The Lithuanian subsidiary was mainly
focusing on the smooth operation of the economitvame caused by the introduction of the euro on
January 1, 2015. Investments in the developmebisiness software made during the reporting year
totalled 99,700 (2014: 188,500) euros and investsneninformation technology equipment amounted
to 129,600 (2014: 98,000) euros.

Work involving grants in the development projectste Group continued. The projects were mainly
aimed at developing key activities of the compan@eparing strategies and training the personnel
(improvement in qualifications, team work trainindg 2015, the assigned grants that amounted to
38,900 (2014: 15,400) euros were received mostiyttie introduction of the new management and
economic software in the Finnish subsidiaries.

According to the development principles of the Grotihe Group’s companies aims at the continuous
modernising and development of new products to niteetneeds of its customers and to improve
production technology. In 2015 the developments;agtcost price, of the Group amounted to a tiftal
0.50 (2014: 0.60) million euros, accounting for%®.8f the Group’s sales volume.

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.
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The Development Centre which pools the engineeosn fiproduct development and technical
departments consists of 13 employees. The Develop@entre will be an incubator that will provide

sales units with innovative products and solutiand offer technical support to production unitseTh

Development Centre includes a laboratory for theeltgoment, building and testing of new prototypes
and for introducing new product samples.

The year 2015 was diverse and interesting for @teritan product development team. In co-operation
with the Tallinn University of Technology (TUT ) drunder the leadership of Marek Magi (PhD, TUT),
an electrical engineer at AS Harju Elekter Eleldhotka, a prototype of a storage device for a
substation with an energy management system cgpaag completed and tested on a real micro-grid
test bench at the TUT. The prototype device wasqmied for the first time at the largest Nordic
electrical engineering fair, Elfack, in Sweden, andrder to introduce it properly an extensive and
promotion campaign was organised in local (spesgd) media that would ensure a wider coverage.

A significant part of the product development regses of the Keila Development Centre in 2015 was
used to develop new innovations for substation® @irthe most interesting of them is HEKA2VM800
which is a 2x800kVA sub-station with a metal enalesthat can be serviced from the outside. The
huge advantage of the novel solution is that tlsedstations can be moved together with the installe
power transformers that allows a significant reaurcto the volume of work necessary at the site and
consequently reduces the installation costs fotoousrs. The anti-corroding concrete basementseof th
sub-stations insure a long life for them. In aututhie substation passed successfully the typean¢esti
IEC standard, once again proving the high qualitgt &echnical level of the substations produced by
Harju Elekter. The positive feedback of customerd thhe increasing number of orders show that there
is enough demand for this type of substations & riarket. By the end of the year the product
development team of Harju Elekter completed thesligpment of the new 1x1000kVA concrete sub-
station that is serviced from the outside, comglyin the ECO-design Directive. Its prototype was
presented in spring at Elfack in Sweden. The desifjrthe substation follows specifically the
requirements and preferences of Nordic distributi@tworks. A wide range of different finishing
designs is offered starting from different tones€k and wood imitation surfaces. Having looked a
the Swedish market a model of substation with aetecdoors for a device space was developed.

Besides the above-mentioned products the compahy pot of energy into the development of a
product family of air isolation MV substations. Heeproducts meet the needs of Nordic distribution
networks who want to avoid the use of SF6 gas éir thrid. During the 2015, 200kVA, 315kVA and
630kVA solutions were developed. In 2016 the fidavelopment of the product family will be
continued by completing it with 800kVA and 1000kMAodels. The initial feedback from customers
has been very positive.

The Finnish Lithuanian subsidiaries focussed oreltgpments and projects related to renewable energy
and offering suitable solutions in this field. Qoptof that, Satmatic Oy made efforts to increasge th
level of automation by increasing the productivityd expanding the range of products thanks to
introduction of a CNC punch press and a cable attonénstallation and cutting device. The Finnish
subsidiary increased its sales of solar power eqgiift and services. It continued the development of
heating switchboards for car parks and chargindesys for electric cars in order to make these
products even more customer-friendly.

The Group’s subsidiaries participated activelyliofpssional fairs: In May, the subsidiary Harju &
Elektrotehnika participated in the biggest eledirisector trade fair in the Nordic region — Elfa2B15

— held in Gothenburg, Sweden. There, a substatiitndevised by the company specifically based on
the requirements of the Swedish market was prede¢atthe visitors. We also unveiled a prototype of
LV converter device for a substation with power ag@ment capacity, developed in cooperation with
the Tallinn University of Technology. In additioiie Group's subsidiaries actively participatedthreo
regional exhibitions: in January, Group’s Estonéem Finnish subsidiaries participated in the (eylerg
distribution network trade fair Sahkoverkot in Eintdl. As usual, in September AS Harju Elekter
Elektrotehnika participated at the SLO autumn fairTallinn and Satmatic Oy at Alihankinta in
Tampere. AS Harju Elekter Trade Group presentegritgluct range available in shops at the annual
international building fair Estbuild in Tallinn.
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QUALITY MANAGEMENT AND ENVIRONMENTAL POLICY

A high quality business and management model isabribe assets of the Group. The objective is to
develop business processes, practices and systsad bn the principle of continuous improvement
and in accordance with the customers’ needs andcéons. Quality development is a continuous
process where every employee has a central rolelatp The Group particularly emphasises the
handling of customer feedback so that the necessfogmation reaches the relevant employees with
minimum delay and that corrective and preventiv@aaan be effectively implemented.

The daily business operation and organisation obu@s subsidiaries follows quality and
environmental policies based on international stathsl Issues related to both quality and the
environment, are discussed as an integral part weryday management, sales, development,
manufacturing, logistics and real estate managementities. The production processes of AS Harju
Elekter do not have a significant negative impactttte environment. Nevertheless, the companies of
the Group monitor and measure their environmemtgdact according to the environmental policy,
organise hazardous waste collection and transfersvaste handling companies. The company’s
employees have received the relevant training ¢énables them to take note of problems and make
suggestions to ensure that transport, waste marsgeand usage of materials and energy are organised
better and in a more environmentally friendly way.

The companies of the Group follow a system devaldpe the collection of packages and packaging
waste and for the recovery of packaging waste aomaance with the requirements of the Packaging
Act. The Group is a contractual partner of the poufit association, Estonian Pack Cycling. Theestor
of the AS Harju Elekter commerce group organisedbiéection, recycling and disposal of unusable
electronic devices (boilers) in accordance with\Wesste 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 glibses by further elaborating 5S production
principles.

During the accounting year several audits of kegoants, product certification companies and vendors
of licensed products were successfully carriedimsubsidiaries of the Group. Satmatic Oy has alval
UL certificate, which is a prerequisite for sellittge company’s products on the US market.

Internal and external audits are carried out in @®up’s companies at least once a year and
recertification takes place every three yearscdisipanies’ operations are in accordance with gualit
and environmental management standards ISO 90(&/20@ I1SO 14001, while the Lithuanian
subsidiary’s operations also comply with OHSAS 1BQ007 standard. In 2015 new compliance
certificates for the next three years were isswed$ Harju Elekter Elektrotehnika, Satmatic Oy and
Rifas UAB. In AS Harju Elekter Teletehnika the r&guannual audit was carried out. Its recertifioati
will take place in 2016.

2012 2013 2014

HE Elektrotehnika
1SO9001/1SO14001
(since 2000) up to 9/2018
HE Teletehnika
1SO9001/I1S014001
(since 2002) up to 1/2017

Rifas 1S09001 1SO14001

(since 2003) OHSAS 18001 ;ﬁflgggig
Satmatic | 1509001 1SO14001

(since 2003) up to 7/2018
Finnkumu

- recertification
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CORPORATE TARGET FOR 2016

In its business the Harju Elekter Group builds twe Group’s long-term development strategy.
Decisions, whether short or long term, are guidgdthe Group’s aim to be the best known and
recognised producer of electrical equipment andraation devices in the Baltic and Scandinavian
countries, manufacturing and delivering a highlpfessional range of products and comprehensive
solutions in the segment of MV and LV products,ngsadvanced technology and the best expertise
available. The Group’s activities derive from thencept of supporting our customers’ and partners’
interests and preferences in all our actions aciides. The changing world adds an abundant amount
of challenges and choices. We assume that the Gr®apwhole, its organisation and its subsidiaaies
ready to continue their success story within theirenment of the recurrent world and changing
economic models.

The establishment of further activities and plahshe Group will be built on its strengths relatied
product development, learnt experience and expectabf customers, aiming to be open and attentive
to everything new and changing. The priority of ®eoup is to focus on the main markets in
Scandinavian countries, extend our trade spheretangistablish ourselves in the Group in other
markets, by selling our products of industrial awétics and power distribution throughout the rdst o
the world.

The Group contributes daily to the developmentrargy-efficient products and technologies and & th
involvement of new and innovative projects anddfsedbf activities.

In 2016, the Group will focus on the following:

Constant sale and marketing activities in targetketa. The participation in public tenders for
important power distribution sector contracts inl&nd, Sweden and the Baltic states.

The start-up of new projects in the Allika InduakiPark and the continuous marketing of the
Park.

The reorganisation of the Keila Industrial Park accordioghe needs of customers and due to
the release of the rented premises by PKC Eesin&817.

Investment in the personnel, technology and rdates

Investments in the digitalisation projects relatedusiness development, security and financial
accounting.

Continuation of reasonable investment activities.

Constant improvement and development of the Haidgktér Group as an organisation.
Ensuring better readiness and capacity to regmbgeible changes in the future.

Active search for, and launching of, financial istreaent, merger and transposition
opportunities.
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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 Group. It
delivers trading, exchange technology and publimmany services across six continents, with over
3,200 listed companies.

In the reporting year, the 2012-2015 option progreemwas carried out and 339,880 shares were
subscribed. After the issue, the share capital 8f Harju Elekter is 12.42 million euros, which is
divided into 17.74 million ordinary shares. The moah value of a share is 0.70 euros. The symbalof
AS Harju Elekter share in NASDAQ is HAELT. ISIN: BE)0004250. All shares are freely negotiable
on the stock exchange and each share confers ah right to vote and to receive a dividend. All the
shareholders of the company are equal and therecaseparate restrictions or agreements concerning
the right to vote. According to the information dable to AS Harju Elekter the agreements concluded
with the shareholders do not include any restmsticelated to the transfer of shares; neither dg th
include any specific power of audit.

The year 2015 was a complicated one for the wodtbsk exchanges. During the year several events
occurred that did not make investors happy andezhlats of uncertainty for them. The bubble bunst i
China, the Euribor was in freefall and the valug¢hef euro and oil were falling. On top of that,éstors
were intimidated by the terror attack in Paris #mel developments related to the Greece and Chinese
economies. All in all, it was a low productivity arefor the world’s stock exchanges where practcall
all asset classes were offering near zero yiel@. Wwarld’'s most popular stock-index S&P 500 dropped
by 0.7%, ending the year at the level of 2043.91{30iThis ended a three year consecutive rise.

The OMX Baltic Benchmark Gl, OMXBBGI, increased gy the reporting year by 14.4%, amounting
to 648.3 points. The OMX Tallinn (OMXT), increasky 19.1%, amounting to 899.0 points, the OMX
Riga (OMXR) grew by 45.7%, reaching to 594.4 angl @MX Vilnius (OMXV), increased by 7.4%
and to 486.0 points. The turnover was the largeste Tallinn Stock Exchange.

As to the whole year, the Tallinn Stock ExchangeX0Mwith its 19% yield (2014: -7.7%) was the12
ranked among all the stock exchanges in the wohd.total annual number of transactions reached was
49,129 with a total value of 148.1 million eurofieThumber of transactions decreased by 2.7%, while
the turnover increased by 16.3%.

Key share data

EUR 2015 2014 2013 2012 2011
Number of shares (in thousand)17,550,851 17,400,000 17,400,000 17,093,443 16,800,000
Nominal value 0.70 0.70 0.70 0.70 0.70
Highest price 3.14 2.85 2.92 2.80 3.54
Lowest price 2.49 2.52 2.46 2.30 2.19
Closing price 2.63 2.79 2.70 2.64 2.28
Change (%) -5.7 3.3 2.3 15.8 -23.8
Market value (in million) 46.66 48.55 46.98 45.94 38.30
Traded shares (pc) 1,086,451 800,823 936,162 759,869 663,917
Turnover (in million) 2.98 2.17 2.48 1.88 1.88
Earnings per share, EPS 0.18 0.56 0.30 0.21 0.17
P/E 14.61 4.98 9.50 12.57 13.41
Dividend per share *0.05 0.15 0.10 0.09 0.07
Dividend yield (%) 1.9 5.4 3.7 3.4 3.1
Dividend payout ratio (%) 27.8 26.6 33.7 44.5 42.4

* Proposal of the Management Board
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In the reporting year, the share price of AS Hdt|ekter decreased by 5.7% to 2.63 euros and the
company’s market value as at December 31 was 48librmeuros. Compared to the previous year,
although the price of the shares decreased slighiyvolume of transactions and the number ofeshar
traded increased. The number of shareholders afdimpany also increased.

Share of AS Harju Elekter in Tallinn Stock Exchange 2013-2015
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Shareholders structure, at 31 December 2015

At the end of 2015, AS Harju Elekter had 1,777 shalders. The number of shareholders increased
during the year by 304 persons. The largest shimtehof AS Harju Elekter is AS Harju KEK, a
company based on local capital which as at Dece®bge2015 held 31.0% of AS Harju Elekter share
capital. Foreign equity participation is 17%. Memsbef the supervisory and management board and
persons or companies associated with them hold4%®.8f the shares. The comprehensive list of
shareholders is available at the website of theorfimb Central Register of Securities (www.e-
register.ee).

Shareholder structure by size of holding

Holding No of shareholders % of all shareholders % of votes held
> 10% 2 0.11 42.10
1.0-10.0% 10 0.56 24.42
0.1-1.0% 69 3.89 18.19
<0.1% 1,696 95.44 15.29
Total 1,777 100,0 100.0
Shareholders by country > 5% shareholders

87% M Estonia
11% m Luxemburg
3% W USA
2% m Sweden
1% M Lithuania
1% M Finland

I Others

31% M AS Harju KEK
11% B ING Luxembourg
6% m Mr Endel Palla

52% M Others

Shareholders by category

56% m Companies,
banks, funds

44% m Individuals
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Payments to the shareholders
Dividends

According to the dividend policy of the Group, a¢hed of the net profit of regular activities isigaut

as dividends. The Group has an established praofigeaying out dividends on gains from other
financial investments. The actual ratio will be atatined based on the Group’s cash flows,
development prospects and funding needs.

The Management Board proposes to pay a divider@lQ& (2014: 0.15) euros per share, totally 0.88
(2014: 2.61) million euros for the financial ye@13.

Reduction of share capital

The Management Board makes a proposal, reconcitbdive Supervisory Board, to decrease the share
capital by 1.23 million euros to 12.48 million easrand to make a payment of 0.07 euros per share to
the shareholders.

The total dividend from shareholders equity is Z2@&L4: 2.61) million euros.

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 2015

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 2015, 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

According to the Supervisory Board's decision ideemed rational to elect just one member to the
Management Board. Managing director/CEO is respbmgor the performance of company’s strategic
areas. He concludes the contract of service.

CGC Article 2.2.7

The basic salary, performance pay, severance pagr @ayable benefits and reward systems of each
member of the Management Board, as well as 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 member of the Board is remunerated accordingpgocontract of service. The rate of pay of a
member of the Management Board and the severancs gat out in the contract of service and shall
not be disclosed to the public under an agreemetwden the parties. The manager is entitled to
receive a severance payment in the amount of 10thwomemuneration of a member of the
Management Board.

Performance pay is paid to the members of the Mamagt Board on an equal basis with the parent
company’s administrative. The performance pay $rifiuted according to the basic salary and work
performance and the performance pay of the mentddfettse Management Board is approved by the
Chairman of the Supervisory Board. 80% of the 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 employres paid to all permanent employees (incl.
Managing Director/CEO) on the basis of their lengtlemployment, including permanent employment
in the Harju Elekter Group. The rate of additioreahuneration is up to 10% of the basic salary.
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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 suchsaations. Transactions approved by the supervisory
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 Corpo@tevernance Report.

In 2015 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 essleimiormation concerning the Issuer has been
communicated to the Supervisory Board and the pua$ required. Upon the establishment of
committees (audit committee, remuneration commeteg 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 2015, members of the Supervisory BoawlS Harju Elekter, Triinu Tombak and Andres
Toome act as members of the Committee. The Audihi@ittee has the following tasks: observe and
analyse the processing of financial informatiorg #ificiency of risk management and internal audit;
the process of audit control of consolidated finalngtatements; 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 Boardgral 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 severanceg 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 thegooate 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 relatatie business activity of the issuer made to the
member of the supervisory council or a person clmseonnected to the member of the supervisory
council. All conflicts of interests that have arnisduring the reporting year shall be disclosed he t
Corporate Governance Report along with their retiohs.

Members of the Supervisory Board must avoid anyfliobrof interest and follow the requirements of
prohibition on competition. The Supervisory Boamidahe Management Board work in close co-
operation, acting according to the Articles of Agation and in the best interests of the compardy an
its shareholders. In 2015 no conflicts of interestsurred.
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CGC Article 5.3

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

The company’s Management Board believes that giyagea business secret and should not be made
public. However, the general trends and significemmtics have been included in the Management
Report.

CGC Article 5.6

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

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

CGC Article 6.2

Electing the auditor and auditing the consolidafedncial statements.

The general meeting of the shareholders of Hamktet of 14 May 2015 elected the auditing company
KPMG Baltics OU as an auditor for the company fa period 2015-2017. Information on the auditor
is available at the company’s website on the Imerfihe auditor will receive remuneration according
to a contract and the amount of the remuneratidnnet be disclosed under an agreement between the
parties.

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 decisio@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 assetslbhalmed 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 repres] by shares are present. The set of sharetolder
entitled to participate in a general meeting isedained 7 days before at the date of the general
meeting.

The annual general meeting of 2015 was held on &y 8 Keskvéljak 12 in Keila, Estonia. A total of
71.2% of the voting stock were represented. Theigdmeeting approved the 2014 annual report and
profit distribution as well as appointed KPMG BedtiOU to perform the audit of AS Harju Elekter on
the years 2015-2017 and resolved to realize tlyetad share option program, approved by the AGM
on 3.5.2012. Presentations were made by the chaiohahe management board, chairman of the
supervisory board and auditor.
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Supervisory Board

According to the Articles of Association, AS Ha#ilekter's supervisory board has 3-5 members. The
members are elected by the general meeting foriadpef five years. The supervisory board plans the
activities of the company, organises the managewofethe company and supervises the activities ®f th

management board. The supervisory board meetsdisgaio need but not less frequently than once
every three months. A meeting of the supervisorgrtéchas a quorum when more than half of the
members participate. In 2015, the supervisory boaet eight times. All members of the supervisory

board attended most of the meetings.

On 3 May 2012, the AGM assigned a five-member Supery Board for the next five-year period as
follows: Endel Palla (chairman), Ain Kabal, Madisalgre, Triinu Tombak and Andres Toome.
Following the letter of resignation from a membéitiee Supervisory Board, Madis Talgre, submitted
on April 16, 2014 the AGM held on May 8, 2014 apmo Aare Kirsme as a new member of the
Supervisory Board. Since 8th of May 2014, the Suipery Board has 5 members with the following
membership: Endel Palla (Chairman and R&D mana§&S Harju Elekter) and members Ain Kabal
(Estonian Defence Forces, Head of legal departméie Kirsme (Chairman of the Supervisory
Board, AS Harju KEK), Triinu Tombak (financial cartt&ant) and Andres Toome (consultant).

Mr Palla has been working in AS Harju Elekter sird@69 (1985 -1999 as managing director) and
keeps company’s R&D manager position since 1999Khaal, head of legal department in Estonian
Defence Forces is a lawyer, who has experienceshiising Group’s companies on legal issues. Mr
Toome (chairman of OU Tradematic) complements ther8 with investment experience since 2007.
In 2012 was appointed a member of the Supervisagrd® Mrs Tombak, to include more financial

knowledge and experience to the Board. Mr Kirsma hairman of supervisory board of AS Harju
KEK, the biggest shareholder of AS Harju Elekteol@ing 31% of the shares of the company on
31.12.2015). Two of the five members of the Suemyi Board — Triinu Tombak 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. Only exception is Chamnd the Supervisory Board, who is entitled to
termination benefits that may extend to 6 montlgnuneration of a development managst 31
December 2015, the members of the Supervisory Boamked in accordance with their direct and
indirect ownerships totally 9.1% (2014: 8.4%) of A&rju 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 Artclef Association. The Management Board has to act
in the best economic interests of the company. Aling to the Articles of Association, Harju EleKser
Management Board may have 1-5 members who areedlbgt the Supervisory Board for a period of
three years. The Supervisory Board appoint alscchi@@man 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 Andkikkmae, 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 nocgiies nor agreements concluded which state
otherwise. The member of the Board is remuneratedrding to the contract of service. In additidrg t
manager is entitled to receive a severance payimetite amount of 10 months’ remuneration of a
member of the Management Board. The managing dw&EO is not entitled to any pension benefits
from the Group.

The everyday business activities of the Group aarsaged by the Managing Director/CEO. Outside of
Estonia compliance with good corporate governamscernisured by the local managements of the
companies.
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At 31 December 2015, the members of the ManageBeatd owned in accordance with their direct
and indirect ownerships totally 1.3% of AS Harjelger 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 subsidsaaf the Group also have home pages.

Auditors

According to the decision of the general meetinthefshareholders (14.5.2015) the audits of ASWHarj
Elekter for the years 2015-2017 are carried olKBWIG Baltics OU. Audits in subsidiaries outside of
Estonia are carried out by KPMG Baltics UAB in luiimia and KPMG Oy in Finland.
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SOCIAL RESPONSIBILITY AND CHARITY

Social Responsibility Report 2015

The environment around us creates, as well assliritr 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 medeel we have to take responsibility for the gahe
development of the society, as well as the wellpeof the local community. For us, social
responsibility means daily considerations how totcbute 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 askhe 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 enterggsmnscious of a certain responsibility for thaeal
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 Estordducational 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 schdlgs for Bachelor's as well as Master’'s degree
students in the field of electricity and mechani€se 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 ctaseperation 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 comtbiwith the Estonian Ski Association. As from the
season 2008/2009 the company has also supporteskitie Algo Karp. The future projects of the
Estonian Ski Association are also aimed at thedimguto children and young athlets. The main taigyet

to work with a large amount of young people, whaldaepresent Estonia in the future.

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 waoskefull of energy, represent a priceless valughéo
company.

Total amount of different support programmes in2@afnounted to 21.5 (2014: 24.4) thousand euros.
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ANNUAL REPORT 2015

CONSOLIDATED FINANCIAL STATEMENTS

EUR’000 As at 31 December
Note 2015 2014
Current assets
Cash and cash equivalents 5,7 5,711 9,984
Short-term financial investments 12 0 35
Trade and other receivables 8 6,678 6,484
Prepayments 9 278 455
Prepaid income tax 9,20 28 79
Inventories 10 7,148 8,104
Total current assets 19,843 25,141
Non-current assets
Deferred income tax assets 26 57 0
Long-term financial investments 12 20,188 19,145
Investmeniproperty 13 12,990 12,109
Property, plant and equipment 14 8,010 7,968
Intangible assets 16 5,491 5,429
Total non-current assets 46,736 44,651
TOTAL ASSETS 66,579 69,792
Liabilities
Interest-bearing loans and borrowings 17 296 278
Trade and other payables 19,32 6,043 6,989
Other current tax liabilities 20 944 1,072
Income tax liability 20 146 12
Short-term provisions 21 34 39
Total current liabilities 7,463 8,390
Interest-bearing loans and borrowings 17 912 818
Other liabilities 32 0 742
Total non-current liabilities 912 1,560
Total liabilities 8,375 9,950
Equity
Share capital 23 12,418 12,180
Share premium 23 804 240
Reserves 23 18,047 19,393
Retained earnings 26,817 26,664
Equity attributable to owners of the Company 58,086 58,477
Non-controlling interests 118 1,365
Total equity 58,204 59,842
TOTAL LIABILITIES AND EQUITY 66,579 69,792

The notes on pages 46 to 94 are an integral pati@fconsolidated financial statements.

40




AS HARJU ELEKTER ANNUAL REPORT 2015

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

EUR’000 For the year ended 31 December
Note 2015 2014
Revenue 24,25 60,656 50,606
Cost of sales 25 -50,357 -41,525
Gross profit 10,299 9,081
Distribution costs 25 -2,657 -2,720
Administrative expenses 25 -4,337 -4,042
Other income 25 70 27
Other expenses 25 -99 -118
Operating profit 3,276 2,228
Finance income 25 822 5,661
Finance costs 25 -36 -38
Share of profit of associate 11 0 817
Sales gain from the sale of share in associate 11 0 1,785
Profit before tax 4,062 10,453
Income tax expense 26 -876 -675
Profit for the year 3,186 9,778
Profit attributable to:
Owners of the Company 3,190 9,697
Non-controlling interests -4 81

Earnings per share
Basic earnings per share (EUR) 27 0.18 0.56
Diluted earnings per share (EUR) 27 0.18 0.56

The notes on pages 46 to 94 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 2015 2014
Profit for the year 3,186 9,778

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

financial assets 12 -1,357 -7,406

Gain/loss on sale of financial assets 0 -4,616

Foreign currency translation differences — foreign

operations 0 -10
Total other comprehensive income for the year -1,357 -12,032
Total comprehensive income for the year 1,829 -2,254

Comprehensive income attributable to:
Owners of the Company 1,844 -2,334
Non-controlling interests -15 80

The notes on pages 46 to 94 are an integral patti@itonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

EUR’000 For the year ended 31 December
Note 2015 2014
Cash flows from operating activities
Operating profit 3,276 2,228
Adjustments for:
Depreciation and amortisation 13,14,16,24,25 1,543 1,513
Gain on sale of property, plant and equipment 25 5 -2 -10
Share-based payments 25,30 36 72
Change in trade and other receivables -20 301
Change in inventories 29 956 -673
Change in trade and other payables -692 205
Corporate income tax paid 29 -748 -845
Interest paid -33 -31
Net cash from operating activities 4,293 2,760
Cash flows from investing activities
Acquisition of investment property 29 -1,575 -672
Acquisition of property, plant and equipment 29 513 -765
Acquisition of intangible assets 29 -207 -257
Acquisition of a subsidiary, net of cash acquired 2 3 -856 -4,847
Acquisition ofother financial investments 12 -2,400 0
Proceeds from sale of investment in associate 11 0 6,200
Proceeds from sale of financial investments 12 36 4,933
Proceeds from sale of property, plant and equipment 29 30 27
Interest received 29 42 54
Dividends received 25 766 907
Net cash used in investing activities -4,677 5,580
Cash flows from financing activities
Changes in overdraft balances 17 0 -358
Payment of finance lease principal 17 -347 -298
Acquisition of non-controlling interests 32 -1,651 0
Dividends paid 23 -2,654 -1,795
Receipts from contribution into share capital 766 0
Net cash used in financing activities -3,886 -2,451
Net cash flow -4,270 5,889
Cash and cash equivalents at beginning of year 9,984 4,102
Increase / decrease in cash and cash equiivale -4,270 5,889
Effect of exchange rate fluctuations on daslal -3 -7
Cash and cash equivalents at end of year 7 5,711 9,984

The notes on pages 46 to 94 are an integral path@itonsolidated 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 for the year 2014 0 0 0 0 9,697 9,697 81 9,778
Other comprehensive income 2014 0 0 -12,022 -9 0 -12,031 -1 -12,032
Total comprehensive income ( 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 and reservegeesented in note 23.

The notes on pages 46 to 94 are an integral patti@ittonsolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2015 | 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 2014 12,180 240 1,218 18,184 -9 26,664 58,477 1,365 59,842
Comprehensive income for the year
Profit for the year 2015 0 0 0 0 0 3,190 3,190 -4 3,186
Other comprehensive income 2015 0 0 0 -1,357 11 0 -1,346 -11 -1,357
Total comprehensive income for the year 0 0 0 -1,357 11 3,190 1,844 -15 1,829
Transaction with the owners of the
Company, recognised directly in equity
Increase of share capital 238 564 0 0 0 0 802 0 802
Share-based payments 0 0 0 0 0 36 36 0 36
Dividends 0 0 0 0 0 -2,610 -2,610 -44 -2,654
Acquisition of non-controlling interest 0 0 0 0 0 -463 -463 -1,188 -1,651
Total transaction with the owners of the
Company 0 0 0 0 0 -3,037 -2,235 -1,232 -3,467
At 31 December 2015 12,418 804 1,218 16,827 2 26,817 58,086 118 58,204

Further information on share capital and reservepeesented in note 23.
The notes on pages 46 to 94 are an integral patti@itonsolidated 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
2015 comprises AS Harju Elekter (the ‘Parent corgpam the ‘Company’) and its subsidiaries
(together referred to as the ‘Group’).

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

As at 31 December 2015 2014
AS Harju Elekter Teletehnika Estonia  Manufacturing 100 100
AS Harju Elekter Elektrotehnika Estonia  Manutaiig 100 100
Satmatic Oy Finland  Manufacturing 100 100
Harju Elekter AB Sweden  Retail- and wholesale 90 90
Rifas UAB (note 32) Lithuania Manufacturing 100 62.7
Subsidiary of Satmatic Oy

Finnkumu Oy (note 31) Finland  Manufacturing 100 0
Subsidiary of Rifas UAB

Automatikos Iranga UAB Lithuania Design 51 51

As at 31.12.2015 the indirect holding of the GrampAutomatikos Iranga UAB's amounted to 51%
(2014: 32%).

AS Harju Elekter has been listed on the Tallinnct&xchange since 30 September 1997; 31.4% of the
Company’s shares are held by AS Harju KEK, a compagistered in Estonia.

The management board authorised these consoliiatettial statements as at and for the year ended
31 December 2015 for issue on 30 March 2016. Adagrtb the Commercial Code of the Republic of
Estonia, final approval of the annual report inghgdthe 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 sapower distribution and control equipment for
the energy, construction and manufacturing secine. Group’s activities are described in detail in
note 24 “Segment reporting”.

2 Basis of preparation

Under the Estonian Accounting Act, the Parent comjsaseparate primary financial statements (the
statement of financial position, statement of cazhpnsive income, statement of cash flows and
statement of changes in equity) are to be discloséake notes to the consolidated financial statgme
The separate primary financial statements of ASjiH&tekter are disclosed in note 34 “Primary
financial statements of the Parent”. The separdtaapy financial statements are prepared using the
same accounting policies and measurement baskesesdpplied on the preparation of the consolidated
financial statements, except that in the Parerd{sasate primary financial statements investments in
subsidiaries and associates are accounted for thengpst method.

2.1. Statement of compliance

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

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

The consolidated financial statements have beepaped on the historical cost basis, except that
available-for-sale financial assets and the notipagt of commitment related to the acquisitionueabf
Finnkumu Oy are measured at fair value.

2.3. Functional and presentation currency

Group entities keep their books and records inctimveency of the primary economic environment in
which they operate. Estonian, Lithuania and Finrisbup entities use the euro (EUR), the Swedish
entity uses the Swedish krona (SEK). On 1 Janudi 2the Republic of Lithuania joined the Euro area
and adopted the Euro as its currency.

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 EUR'§&nds for a thousand euros.

2.4. Use of estimates and judgements

The preparation of financial statements in confeyrwith IFRSs EU requires management to make
judgements, estimates and assumptions that affecapplication of policies and reported amounts of
assets and liabilities, income and expenses. Ttimates 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 appaitemn 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 chagk any future periods affected by the
change. Areas involving a higher degree of judgnmentomplexity, or areas where assumptions and
estimates are significant to the consolidated trarstatements are disclosed in note 4.

The main accounting policies applied in the prejpamaof 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 chaimgaseasurements are explained in relevant ndtes. |
the presentation or method of classification ofificial 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 new standards and amendments and new interpre-
tations to standards

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

The Group has adopted the following new standards amendments to standards, including any
consequential amendments to other standards, wi#ttieaof initial application of 1 January 2015.

Effective for annual periods beginning on or aftérJune 2014, to be applied retrospectively.

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 obliggggvent is the activity that triggers the paynadrthat
levy, as identified in the relevant legislation a®da consequence, the liability for paying thg isv
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recognised when this event occurs.

The liability to pay a levy is recognised progres§s 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.

According the opinion of the Group the first tinmplementation of this interpretation did not inthoe
substantially the financial statement of the Greupe it does not result in a change in the Group’s
accounting policy regarding levies imposed by gowents.

Other amendments to standards

The following amendments to standards with effectiate of 1 January 2015 did not have any impact
on these consolidated financial statements:

Effective for annual periods beginning on or aftelanuary 2018. The standard has not been adopted b
the European Union.

This Standard replaces IAS 39, Financial InstrusieRecognition and Measurement, except that the
IAS 39 exception for a fair value hedge of an iestrate exposure of a portfolio of financial ass®t
financial liabilities continues to apply, and eieit have an accounting policy choice between apglyi
the hedge accounting requirements of IFRS 9 orimwing to apply the existing hedge accounting
requirements in IAS 39 for all hedge accounting.

Although the permissible measurement bases fonéiah assets — amortised cost, fair value through
other comprehensive income (FVOCI) and fair vahiugh profit and loss (FVTPL) — are similar to
IAS 39, the criteria for classification into the pmppriate measurement category are significantly
different

A financial asset is measured at amortized cdbeiffollowing two conditions are met:

e the assets is held within a business model whogectdle is to hold assets in order to collect
contractual cash flows; and,

e its contractual terms give rise on specified dédesash flows that are solely payments of principal
and interest on the principal outstanding.

The impairment model in IFRS 9 replaces the ‘inedrioss’ model in IAS 39 with an ‘expected credit
loss’ model, which means that a loss event willorger need to occur before an impairment allowance
is recognised.

Extensive additional disclosures regarding an atitisk management and hedging activities are
required.

The Group does not expect IFRS 9 to have matengdact on the financial statements. The
classification and measurement of the Group’s fir@rinstruments are not expected to change under
IFRS 9 because of the nature of the Group’s omeratand the types of financial instruments that it
holds.
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Effective for annual periods beginning on or aftelanuary 2018. The standard has not been adopted b
the European Union.

The new Standard provides a framework that replagesding revenue recognition guidance in IFRS.
Entities will adopt a five-step model to determimleen to recognise revenue, and at what amount. The
new model specifies that revenue should be recednidien (or as) an entity transfers control of good
or services to a customer at the amount to whietetttity expects to be entitled. Depending on wdreth
certain criteria are met, revenue is recognised:

e over time, in a manner that depicts the entity'sqgrenance; or
e ata point in time, when control of the goods av®es is transferred to the customer.
IFRS 15 also establishes the principles that anyestiall apply to provide qualitative and quaritita

disclosures which provide useful information torgsef financial statements about the nature, amount
timing, and uncertainty of revenue and cash floksrag from a contract with a customer.

The Group does not expect that the new Standareln whtially applied, will have material impact on
the financial statements. The timing and measuréroethe Group’s revenues are not expected to
change under IFRS 15 because of the nature of tbap® operations and the types of revenues it
earns.

Effective for annual periods beginning on or aftelanuary 2019. The standard has not been adopted b
the European Union.

The new standard eliminates the classificatioreaéés as either operating leases or finance laasss
required by IAS 17 and, instead, introduces a sibggsee accounting model. A lessee is required to
recognise:

e assets and liabilities for all leases with a tefrmore than 12 months, unless the underlying asset
is of low value; and
e depreciation of lease assets separately from stterelease liabilities in the income statement.

IFRS 16 substantially carries forward the lessoroanting requirements in IAS 17, i.e. a lessor
continues to classify its leases as operating feasdéinance leases, and to account for those ypest
of leases differently.

The Group expects that the new standard, whemligitapplied, may have an impact on the Group’s
financial statements since the Group as a lesseeehtered into lease contracts which qualify as
operating lease contracts under the currently e¥e¢AS 17. However, the Group has not prepared a
detailed analysis of the impact of the new standard

Effective for annual periods beginning on or aftefanuary 2016.

The amendments to IAS 1 include the following fiveyrrow-focus improvements to the disclosure
requirements contained in the standard.

The guidance on materiality in IAS 1 has been aradnd clarify that:

e Immaterial information can detract from useful imf@tion.
e Materiality applies to the whole of the financitdtements.
e Materiality applies to each disclosure requiremeran IFRS.
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The guidance on the order of the notes (includigaccounting policies) has been amended, to:
¢ Remove language from IAS 1 that has been intempraseprescribing the order of notes to the
financial statements.
e Clarify that entities have flexibility about whetbey disclose accounting policies in the
financial statements.

The Group expects that the amendments, when Ipiigblied, will not have a material impact on the
presentation of the Group’s financial statements.

Effective for annual periods beginning on or aftefanuary 2016; to be applied prospectively.
Revenue-based depreciation banned for property, pfd and equipment

The amendments explicitly state that revenue-basethods of depreciation cannot be used for
property, plant and equipment.

New restrictive test for intangible assets

The amendments introduce a rebuttable presumgtadrthie use of revenue-based amortisation methods
for intangible assets is inappropriate. This prgsion can be overcome only when revenue and the
consumption of the economic benefits of the intalgiasset are highly correlated, or when
the intangible asset is expressed as a measuegaiue.

The Group expects that the amendments, when Ipigaplied, will not have material impact on the
Group’s financial statements as the Group does apply revenue-based methods of
amortisation/depreciation.

Effective for annual periods beginning on or aftdfebruary 2015; to be applied retrospectively.

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

e set out in the formal terms of the plan;

¢ |inked to service; and

¢ independent of the number of years of service.

When these criteria are met, an entity is permitbed not required) to recognise them as a reduaifo
the service cost in the period in which the relaexice is rendered.

The Group does not expect the amendments to havérgact on the Group’s financial statements
since the Group does have any defined benefit glatsnvolve contributions from employees or third
parties.

Effective for annual periods beginning on or aftefanuary 2016; to be applied retrospectively.

The amendments to IAS 27 allow an entity to useetiigty method in its separate financial statements
to account for investments in subsidiaries, assegiand joint ventures.

The Group does not expect that the amendments, witelly applied, will have material impact on
the Group’s financial statements as the Group d#eto continue to carry its investments in
subsidiaries, associates or joint ventures at cost.
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Annual improvementsto | FRSs

The improvements introduce ten amendments to tarmdatds and consequential amendments to other
standards and interpretations. These amendmenggpplieable to annual periods beginning on or after
either 1 February 2015 or 1 January 2016, withexaatoption permitted.

None of these amendments are expected to havenificgigt impact on the financial statements of the
Group.

3 Significant accounting policies

The accounting policies set out below have beetiegbponsistently to all periods presented in these
consolidated financial statements, and have begliredpconsistently 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
¢ the recognised amount of any non-controlling irgerén the acquire, plus

o if the business combination is achieved in statjesfair value of the existing equity interest in
the acquire, less

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

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

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

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

(b) Subsidiaries

Subsidiaries are all entities over which the Pa@apany 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 ibsvgr 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 dfatdisted before.

The consolidated financial statements comprisefiti@ncial 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 subsidisgs accounting policies other than those adopted i

the consolidated financial statements for like d$eations and events in similar circumstances,
appropriate adjustments are made to its finandaesents 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.
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Non-controlling interest is the portion of subsiika’ profit or loss and equity in a subsidiary not
attributable to the Group. In the consolidatedestesnt of income and other comprehensive income,
profit or loss and each component of other compreive income are attributed to owners of the Parent
and to the non-controlling interests. Non-contrglliinterests are presented in the consolidated
statement of financial position within equity, segialy from equity attributable to equity holdefstoe
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 unrealiséits gon 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 differen
from those of the Group, the financial statemeffitassociates are adjusted to ensure consistenhy wit
the policies adopted by the Group.

3.2. Foreign currency translation

(a) Transactions and balances

Foreign currency transactions are translated imopresentation currency using the exchange rates a
the dates of the transactions. Foreign exchangesgand losses resulting from the settlement of
monetary items and from the translation of monetsgets and liabilities denominated in foreign
currencies at the closing exchange rates are ressghm profit or loss.

(b) Financial statements of foreign operations

The results and financial positions of all Groupitess that have a functional currency differerdnfr
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

Year 2014 the income and expenses of the Lithuamndities are translated into euros using a fixed
exchange rate (EUR 1 = LTL 3.4528). On 1 Januais2the Republic of Lithuania joined the Euro
area and adopted the Euro as its currency.

The Swedish entity uses the Swedish krona (SEK.ibome and expenses of the Swedish company
are translated into euros at exchange rates afaiiess of the transactions. Foreign exchange diféer®
are recognised in other comprehensive income aggkpted 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.
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3.3. Financial assets

Management determines the classification of itarfoial assets on initial recognition. The clasatfin
depends on the purpose for which the financialtassere acquired.

The Group classifies its financial assets into fihllowing categories: current financial assets ait f
value through profit or loss, loans and receivahled available-for-sale financial assets.

(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 liefor
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 theeobd business at the reporting date. The fairevafu
an unlisted security is established using publaitgilable information and valuation techniques,alahi
may include comparison with the current fair vabfeanother instrument which is substantially the
same and/or discounted cash flow analysis.

A gain or loss on the disposal of a financial asgefair 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 ordads 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-curremtsiss
The Group’s loans and receivables comprise tradeotrer receivables and cash and cash equivalents.

e Cash and cash equivaleritxludes cash on hand, demand deposits, and sitberterm highly
liquid investments with original maturities of tleremonths or less that are subject to an
insignificant risk of changes in value. In the staént of cash flows, cash flows from operating
activities are reported using the indirect method.

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

Impairment testing for trade receivables is desctiim note 3.9.

(c) Available-for-sale financial assets

Available-for-sale financial assets are non-dematfinancial 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 intendsposéiof 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. Investrametsnitially recognised at cost plus any attrilblga
transaction costs.

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

for the year.
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Other financial assets that do not have an actiseket and whose fair value cannot be measured
reliably are measured using the cost methidie Group has classified the investment in shafes o
Skeleton Technologies Group OU under such finarmdaéts (note 12).

3.4. Inventories

Inventories are measured at the lower of cost atdrealisable value. The cost of inventories is
assigned using the weighted average cost formiilee 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 capacitymitides borrowing costBroject based products
are measured using the individual cost methad realisable value is the estimated selling pirice
the ordinary course of business, less the estintstd necessary to make the sale.

3.5. Investment property

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

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

3.6. Property, plant and equipment

(a) Recognition and measurement

Items of property, plant and equipment are cardédost less accumulated depreciation and any
impairment losses. The cost of self-constructe@tasscludes 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 istsi®f significant parts that have different usefu
lives, the parts are accounted for as separates itdrproperty, plant and equipment and are assigned
depreciation rates that correspond to their udiies.

(b) Subsequent costs

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

Under the recognition principle provided in thevpoeis paragraph, the costs of the day-to-day siexyic
of an item are not recognised in the carrying arhatirthe 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 follayvi
estimated useful lives are applied:

Asset class Useful life

Buildings and structures 10 - 33 years
Production plant and equipment 6 %5 .10 years
Other machinery and equipment 4 - 623 years
Vehicles 5 - 623 years
Other equipment and fixtures 3 - 62/; years
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Estimated useful lives, residual values and depimcanethods 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 impairmeghenever there is any indication of impairment
similarly to items of property, plant and equipment

(a) Goodwill
Acquisition of goodwill is described in the poliBasis of consolidation (note 3.1.).

The goodwill that has emerged as a result of basim®mbination shall be initially registered at its
acquisition value. The useful life of goodwill sdefinite and, therefore, not amortized. Howeviee, t
possible decrease in goodwill is assessed at &ataynce date.

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 witedge 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.

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 acatedul
amortisation and any impairment losses. Other gitd@ assets are charged to expenses on a straight-
line basis over their estimated useful lives tlahdt exceed 5 years.

3.8. Non-current assets held for sale

Non-current assets held for sale are items of ptgppplant 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.
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3.9. Impairment

At each reporting date the Group assesses whétheg 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 receivables

A trade receivable is considered to be impairednihes reasonable to assume that the Group will no
be able to recover the entire amount in accordarktethe originally agreed terms and conditionseTh
difference between carrying amount and the estin&uéure cash flows discounted at the original
effective interest rate is recognised as an impaitrioss in the statement of profit or loss. Wherade
receivable proves uncollectible, it is written affainst the impairment allowance for trade recdesb
Subsequent recoveries of amounts previously writrare recognised by reducing loss within the
same item where the original impairment loss wasgrised. The recoverable amount of receivables
measured at amortised cost is calculated as theemtreralue of their estimated future cash flows,
discounted at the original effective interest r&eort-term receivables are not discounted.

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.

(b) Cash-generating unit and goodwill
An impairment loss is recognised whenever the aagrgmount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment logseseaognised in profit or loss.

Impairment losses recognised in respect of cashrgéing 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.

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

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

(c) Available-for-sale financial asset

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 cumul&tis® that is recognised in profit or loss is the
difference between the book value and currentvalue, less any impairment loss on that financial
asset previously recognised in profit or loss.

(d) Other assets

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

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

(e)Impairment loss

The Group assesses at least at each reportingMietber 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 carrgimgunt 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 lesen recognised. A reversal of an impairment loss
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is recognised in profit or loss (within the san@itwhere the original impairment loss was recoghise
As an exception, impairment losses on goodwillrerereversed.

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 availédiesale
increases and the increase can be objectivelyetktatan 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.

3.10. Leases

A lease that transfers substantially all the riskd rewards of ownership to the lessee is recogrisa
finance lease. Other leases are treated as ofpgladises.

(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 legiseusing 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 andiéahili 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 finelnasge 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 ansxpe
on a straight-line basis over the lease term.

3.11. Financial liabilities

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

(a) Loans and borrowings

Loans and borrowings are recognised initially at faalue, net of transaction costs. After initial
recognition, loans and borrowings are measuredhattiésed cost; any difference between the proceeds
(net of transaction costs) and the redemption vedexpensed 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.

(c) Financial liabilities showing the changes irethfair value expressed in the profit and lossuied
during the reporting period

The change in the fair value of an indirect lighilrelated to the acquisition of Finnkumu Oy is
expressed in the profit and loss of the reportieggal. The evaluation of fair value is based on the
operating profit of future periods (note 32).

3.12. Income tax and deferred tax

(a) Corporate income tax
According to the Estonian Income Tax Act that teffiect on 1 January 2000, corporate income tax is
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not levied on profits earned but dividends distidioll Since 01.01.2015 the effective tax rate has be
20/80 (it was 21/79 until 31.12.2014) on paid oettdividend. The income tax calculated on dividend
Is recognised as a liability and an expense wherdiidend is declared irrespective of the period f
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 contingertillty 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 prefitsied), changes in deferred tax assets andtlesbil
and the dividend tax expense of the Estonian Geutigies.

(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.nactax 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 recogniseteimporary differences arising from:

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

o 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 have doessted or substantively enacted by the reporting
date. Deferred tax assets and liabilities are bffgbere is a legally enforceable right for tlaisd they
relate to income taxes levied by the same authorityhe 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 after certadjuatments.
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(b) Termination benefits

Termination benefits are payable when employmerteiminated 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 deimonstrably committed to either: terminating the
employment of current employees according to ailédtéormal 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 ateéaumgnised for future operating losses.

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

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

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

3.15. Contingent liabilities

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

3.16. Share capital

(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 companygsityegnstruments (treasury shares), the
consideration paid, including any directly attriofe incremental costs (net of income taxes) is
deducted from equity attributable to the Parentgamy’s equity holders until the shares are cangelle
or reissued. Where such shares are subsequestyeei, any consideration received, net of any ttlirec
attributable incremental transaction costs andrdiated income tax effects, is included in equity
attributable to the Parent company’s equity holders

3.17. Share-based payments

The Group has equity-settled share-based paymans ghote 31)The fair value of services received
from the Group’s employees in return for shareseisognised 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.
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3.18. Segment reporting

An operating segment is a component of the Groap ¢éhgages in business activities from which it
may earn revenues and incur expenses, for whidretiés financial information is available and for
which separate budgets are prepared. The manageshene company reviews segment reporting
regularly in order to provide the segment with tieeessary means and to evaluate its productivity.

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 digtidl 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 recagjnimitil all significant risks and rewards of
ownership have been transferred to the buyer atirethe 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 acaapé have been satisfied. Sales are recorded based
the prices specified in the sales contracts.

The Group operates a chain of retail outlets fecteical 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 recognigeen the service has been rendered on the Hasis o
the percentage of completion of the product atriwaadate. The percentage of completion method is
applied to the project products if customers atéled to make substantial changes in them durireg t
whole production process. The cost method is agpiie order to determine the percentage of
completion.

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

(d) Interest income

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

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

3.20. Government grants

The Group uses the net method to account for gawemh grants. Grants related to income are
recognised using the matching principle, i.e. ttengis recognised as income over the period 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. whemninderlying transaction affects the Group’s net
assets. The sums received are recognised as dioadafcthe costs they are intended to compensate.

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

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

3.22. Dividend distribution

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

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

e AS Harju KEK that owns 31.39% of the shares of ASjH Elekter;

e members of the Parent company’s management andv&gg boards;

¢ close family members of the above;

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

4 Accounting estimates and judgments

The preparation of financial statements in conftymwith 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 laasl they are based on historical experience and
other factors including expectations of future dsgethat are believed to be reasonable under the
circumstances.

4.1. The most important accounting assessments givby the management during the preparation
of the annual financial statement

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

(b) Fair value of investment properties (note 13)
The Group publishes the fair value of investmerdpprties in the financial statement and uses
discounted cash flow analysis method to evaluate it

4.2. Decisions that have substantial effect on tledoice and application of accounting policies

(a) Business combinations (note 32)

The Group has consolidated the financial indicatdr3014 of Automatikos Iranga UAB line by line as

it owned 32% of the company until April 24, 2015oarding to the opinion of the management of the
Group it had gained a controlling influence ovee dompany through the majority holding in Rifas

UAB (the company controlled by the Group), and,réf@re, the Group was able decide on its
management.
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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 aedar 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), Rilgcurrency EUR), Sweden (currency SEK) and
Lithuania (currency EUR).

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 &ndnce lease contracts (note 17) have been nmade i
euros or the functional currency of the relevanbur entity. Therefore, they are treated as liabdit
without currency risk.

Based on the above, the Group is not materiallyogsg to currency risks and, therefore, did not use
separate instruments to hedge its currency risk®ib or 2014. Information on foreign exchange gain
and losses is disclosed in note 25.

EUR’000 Note EUR SEK TOTAL
Cash and cash equivalents 7 5,696 15 5711
Trade receivables 8 6,677 1 6,678
Available-forsale financial assets 12 17,767 0 17,767
TOTAL 30,140 16 30,156
Current portion of interest-bearing loans 296 0 296
and borrowings 17

Trade payables 19 -3,409 -1 -3,410
Other short-term liabilities 19 -2,242 -2 -2,244
Non-current portl(_)n of interest-bearing 912 0 912
loans and borrowings 17

TOTAL -6,859 -3 -6,862
Net exposure 23,281 13 23,294
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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 1.24 euro915 2and 6.72 euros in 2014. In 2015 the value of
the investment decreased by 1.4 million euros arDiL4 by 7.4 million euros. Gain on change in fair
value was recognised in other comprehensive inc&ungher 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@1&,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 and 6 rdsdribor (note 17).

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

As at 31 December EUR'000 Note 2015 2014
Floating rate loans and borrowings 17 1,208 1,096
Total 1,208 1,096

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 2014.

As at 31 December EUR'000 2015 2014
One percentage point increase -12 -14
One percentage point decrease 12 14

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 credik 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 oe-staned entity), geographical location, indusagyd

the economic situation in the country involved fasse 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. Customersearadividual risk limits based on internal and
external ratings. Use of and adherence to of chiediifs is regularly monitored. Sales to retail mmers

are settled in cash or by debit or credit cardsedsby recognised banks. Therefore, sales to retail
customers do not involve credit risk. The Group 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.

From the carrying amount of trade receivables &&ldbecember the outstanding part as at 17 March
2016 is 74,000 euros.

As at 31 December EUR'000 Note 2015 2014
Cash and cash equivalents 7 5,711 9,984
Trade receivables 8 6,675 6,478
Total 12,386 16,462

At the reporting date, the Group’s credit risk esqp@ was 12.4 million euros (31 December 2014: 16.5
million euros). Although settlement of receivables may be infleghdy various economic factors,
management is of the opinion thitie Group does not have any significant risk of Itisat would
exceed the impairment allowance already recognised.

5.4. Liquidity risk

Liquidity risk is the risk that the Group will engwoter difficulty associated with financial obligaris
that have to be settled by delivering cash or ardfimancial 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 financexraup’s strategic objectives.

Liquidity risk is mitigated with different finandianstruments such as loans and finance leasetheAt
reporting date the Group’s free cash totalled 5iliam euros and loans and borrowings totalled 1.2
million euros (note 17), trade payables and othertserm liabilities totalled 6.0 million eurosdie
19), total liabilities 8.4 million euros. The Grdagurrent ratio and the quick ratio for the ye@d 2, as
well for the year 2014 were respectively 2.8 artd 1.

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 maesitts capital through debt to capital ratio andigg
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 amgj{zerm interest bearing liabilities in the condated
statement of financial position). Total capital sisits of equity recognised in the consolidatecestant
of financial position plus net debt. Equity ratsoofound by dividing total equity by total assets.

The laws of the Parent company’s domicile set datmmum requirements to the equity of companies.
In line with the law, the equity of a limited compedefined as company has to amount to at leakt hal
of its share capital and no less than 25,000 elmdbe reporting period, the Group was in comp&n
with all legal and prudential requirements to eguit
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Debt to capital ratio and equity ratio:

As at 31 December EUR'000 Note 2015 2014
Interest-bearing loans and borrowings 17 1,208 1,096
Cash and cash equivalents 7 5,711 -9,984
Net debt -4,503 -8,888
Total equity 58,204 59,842
Total capital 53,700 50,954
Debt to capital ratio -8.4% -17.4%
Total assets 66,579 69,792
Equity ratio 87.4% 86.7%

5.6. Determination of fair value (note 6)

The book value of cash, receivables, short-ternrmdoand borrowings has been expressed in their
approximate reasonable value of their fair valud, dnerefore, the Group has not disclosed their fai
value. According to the management of the Groegfdir values of long-term loans and borrowings do
not differ significantly from their carrying amownbecause their interest rates are regularly megrio
market rates.

The fair value of long-term financial liabilities estimated for disclosure purposes by discouritirg
future contractual cash flows at the current mankietrest rate that is available to the Group forilar
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 repdite.

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 evaluateddsessment 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 firglnostruments 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.
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6 Financial instruments

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

Avalila-
ble for
Loans sale
and finan- Liabili- Other
recei- cial ties at financial . .

. : o Carrying Fair
EUR'000 Note vables assetsfair value liabilities amount  value
At 31 December 2015
Cash and cash equivalents 75,711 0 0 0 5,711 -
Trade and other receivables 86,678 0 0 0 6,678 -
Available-for-sale financial
assets (cost method) 12 0 2421 0 0 2,421 -
Available-for-sale financial
assets (fair value) 12 0 17,767 0 0 17,767 17,767
Total financial assets 12,389 20,188 0 0 32,577 17,767
Interest-bearing loans and 17 0 0
borrowings 0 -1,208  -1,208 -1,208
Payable for subsidiary's shares 19,31 0 0 -713 0 -713 -713
Trade payables 19 0 0 0 -3,410 -3,410 -
Other payables 19 0 0 0 -1,531 -1,531 -
Total financial liabilities 0 0 -713 -6,149 -6,862 -1,921
At 31 December 2014
Cash and cash equivalents 79,984 0 0 0 9,984 -
Short-term financial assets
(fair value) 12 0 35 0 0 35 35
Trade and other receivables 86,484 0 0 0 6,484 -
Available-for-sale financial
assets (cost method) 12 0 21 0 0 21 -
Available-for-sale financial
assets (fair value) 12 0 19,124 0 0 19,124 19,124
Total financial assets 16,468 19,180 0 0 35,648 19,159
Interest-bearing loans and
borrowings 17 0 0 0 -1,096 -1,096 -1,096
Payable for subsidiary's shares 31 O 0 -1,585 0 -1,585 -1,585
Trade payables 19 0 0 0 -3,656  -3,656 -
Other payables 19 0 0 0 -1,672 -1,672 -
Total financial liabilities 0 0 -1,585 -6,424  -8,009 -2,681

Available-for-sale financial assets in their falwe are classified as belonging to level 1 orbéss of
the method of evaluating fair value, while intedestring loans and borrowings, payable for
subsidiary’s shares are classified as belongineveal 3.

66




AS HARJU ELEKTER

ANNUAL REPORT 2015

6.3. Credit quality of financial assets

Ageing of trade receivables

As at 31 December EUR’000 Note 2015 2014
Not past due 5,989 5,826
Up to 3 months past due 554 571
3 to 6 months past due 48 58
Over 6 months past due 315 234
Total 8 966 6,689
7 Cash and cash equivalents

As at 31 December EUR’000 2015 2014
Cash on hand 4 4
Current accounts 5,707 5,940
Short-term deposit 0 4,040
Cash and cash equivalents 5711 9,984
Cash and cash equivalents by currency:

As at 31 December EUR’000 2015 2014
EUR 5,696 9,792
LTL 0 117
SEK 15 75
Total 5711 9,984
8 Trade and other receivables

As at 31 December EUR’000 2015 2014
Trade receivables

Trade receivables 6,906 6,689
Allowance for impairment -231 -211
Trade receivables net of impairment allowance 6,675 6,478
Other accrued income 3 6
Total receivables 6,678 6,484
Carrying amounts of the Group’s trade and othegivables by currency

As at 31 December EUR’000 2015 2014
EUR 6,677 6,226
LTL 0 242
SEK 1 16
Total 6,678 6,484

67




AS HARJU ELEKTER ANNUAL REPORT 2015

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

Movements in allowance for impairment of receivable

For the year ended 31 December EUR’000 2015 2014
At 1 January -211 -160
ltems expensed as doubtful -41 -130
Recovery of doubtful items 1 0
Doubtful items written off as irrecoverable 20 79
At 31 December -231 -211

Expenses from impairment of receivables are reseghin other distribution costs 7,000 euros antl cos
of sales 34,000 euros in the statement of profitoes. In 2014 the distribution costs amounted to
130,000 euros.

Other classes within trade and other receivablasotcontain impaired items.

9 Prepayments and prepaid income tax

As at 31 December EUR’000 Note 2015 2014
Prepaid taxes 20 139 347
Prepaid expenses 167 187
Total prepayments 306 534

10 Inventories

As at 31 December EUR’000 2015 2014
Raw and other materials 4,176 4,849
Work in progress 1,674 1,605
Finished goods 826 1,241
Merchandise purchased for resale 472 409
Total 7,148 8,104
Items written down to net realisable value 49 129
Expenses from write-down of inventories during year 124 143

11 Associate

EUR’000 2015 2014
Carrying amount at 1 January 0 3,598
Share of profit under the equity method 0 817
Sale of shares at sales price 0 -6,200
Sales gain 0 1,785

Carrying amount at 31 December 0 0
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In July the 9 2014 Group sold its 34% holding in AS Draka Keila Calti@she core investor Prysmian

Group.

12 Other long-term financial investments

As at 31 December EUR’000 2015 2014

Current financial assets 0 35

Available-for-sale equity securities (fair value) 17,767 19,124

Available-for-sale financial assets (cost method) 2,421 21

Total 20,188 19,180

Changes during the year

1. Current financial assets at fair value through pofit and

loss

Carrying amount at 1 January 35 0
Acquisitions through business combinations 0 112
Sale of shares at sales price -36 -145
Sales gain 1 57
Gain on change in fair value 0 11

Carrying amount at 31 December 0 35

2. Available-for-sale equity securities (fair valug

Carrying amount at 1 January 19,124 31,318
Sale of shares at sales price 0 -4,788
Gain on change in fair value -1,357 -7,406

Carrying amount at 31 December 17,767 19,124

3. Available-for-sale financial assets (cost methdd

Carrying amount at 1 January 21 21
Additions 2,400

Carrying amount at 31 December 2,421 21

Total carrying amount at 31 December 20,188 19,180

PKC Group OYj share 2015 2014
Number of the shares (1000) 1,095 1,095
Ownership (%) 4.6 4.6
Market price at 31 December (EUR) 16.23  17.47
Carrying amount of PKC Group Oyj shares at @tddnber 17,767 19,124

PKC Group Oyj's shares are listed on the Nasdaciilel Stock Exchange. The shares have been
classified as available-for-sale financial assetd are therefore stated in the statement of firghnci
position at fair value (note 3.3.b). The fair vallethe shares is their market value. Gains anse®s
arising from changes in the fair value of finan@asets are recognised in other comprehensive gcom
Changes in the market value of shares may significanfluence the value of the Group’s assets and
equity. Information on PKGroup Oyj's shares pledged as loan collateral ssldsed in note 18. In
2015, PKC Group Oyj paid dividends of 0.70 eurosgbere (2014: 0.70 euros per share), the dividend
income was 766,000 (2014: 907,000). See Note 25.

69




AS HARJU ELEKTER ANNUAL REPORT 2015

On June 3, 2015 AS Harju Elekter acquired 10% hgldih Skeleton Technologies Group OU, a
company that develops and produces super conderiBies investment was made in a rapidly
developing company, which started its sales regeathd, therefore, it was not possible to give a
reliable estimation of the fair value of the 10%diag of Technologies Group OU. The funding made
in 2015 and those planned for future periods inditathat the value of the investment had not
decreased by December 31, 2015.

13 Investment property

EUR’000 Land Buildings Total

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
Movements in 2015

Additions 0 1,366 1,366
Depreciation charge 0 -472 -472
Reclassification 0 -13 -13
Total 0 881 881
At 31 December 2015

Cost 2,582 15,155 17,737
Accumulated depreciation 0 -4,811 -4,811
Carrying amount 2,582 10,344 12,926
Construction in progress 0 64 64
Total 2,582 10,408 12,990

The Group's investment properties are of a speeidlinature, comprising production and office
buildings in Estonia: Keila, Saue municipality addapsalu.

According to the estimations of the managemenfadhevalue of investment property calculated on the
basis of the acquisition value method is range éetwl4,500,000 - 16,000,000 euros. The evaluation
given by the management is based on the discowatgd flow method, taking into account the current
lease contracts and growth rates established n.thke future cash flows were discounted on thésbas
of the rate of 9-11%, depending on the state ofléhsed property, the duration of lease contrauntls a
the market situation. The expiry of the lease @wtsr of PKC Eesti AS was one of the major estimates
(note 33) with an assumption that new tenants hall found by the year 2018 at the latest. The
investment property in fair value has been claasifis belonging on level 3 in the basis of evabnai

fair value method (note 5.6).
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As at 31.12.2015 the Group had no contractual atitigs for the acquisition of real estate investimen
during the subsequent periods. As at 31.12.2014 shtgations of the Group amounted to 1,131,000
euros.

The acquisition cost of real estate investmentgewrioff during the reporting period amounted 1000,
euros. In 2015, direct property maintenance anairegosts totalled 199,000 euros (2014: 96,000
euros). Information on rental income is disclosedadte 15.

14 Property, plant and equipment

14.1. Movements in property, plant and equipment

Plantand Other

EUR’000 Land Buildings equipment items Total
At 31 December 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 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
Movements in 2015

Additions 69 46 647 198 960
Disposals 0 0 -3 -2 -5
Depreciation charge for the year 0 -318 -493 -115 -926
Reclassification 0 37 0 -24 13
Total 69 -235 151 57 42
At 31 December 2015

Cost 277 8,336 7,439 1,058 17,110
Accumulated depreciation 0 -2,828 -5,483 -820 -9,131
Carrying amount 277 5,508 1,956 238 7,979
Construction in progress 0 26 5 0 31
Total 277 5,534 1,960 238 8,010
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As at 31.12.2015 the Group had no contractual attigs related to the acquisition of property, plan
and equipment in subsequent periods.

At 31 December 2015, the total cost of the Grodply depreciated items of property, plant and
equipment that were still in use was 3,808,000 ®(8& December 2014: 1,685,000 euros).

During the reporting period, the total cost of Geoup’s property, plant and equipment that were
written off and sold was 391,000 euros, includeddings 12,000 euros, plant and equipment were
310,000 euros and other items 69,000 euros. Thiewroff items of property, plant and equipment
were fully depreciated.

14.2. Property, plant and equipment acquired with ihance lease

Plant and

EUR’000 Buildings equipment Total
At 31 December 2014

Cost 1,905 764 2,669
Carrying amount 1,601 436 2,037
At 31 December 2015

Cost 1,905 562 2,467
Carrying amount 1,541 499 2,040

In 2015 new finance lease contracts were conclfmietthe value of a total of 459,000 euros. In 2004
finance lease contracts were concluded.

Information on finance lease liabilities and letegens is disclosed in note 17.

14.3. Property, plant and equipment leased out undeperating leases

EUR’000 At 31 December
2015 2014

Plant and equipment

Cost of items leased out 17 17

Accumulated depreciation -12 -11

Carrying amount at end of period 5 6

The Group has leased out production plant and eggnpunder operating leases.

15 Operating leases

For the year ended 31 December EUR’000 Note 2015 2014
Lease income
- on investment property 2,071 2,151
- on plant and equipment 2 2
Total 25 2,073 2,153
Lease expense
Land 35 35
Office, commercial and production premises 83 63
Vehicles 150 140
Other 14 8
Total 282 246
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In the statement of profit or loss, lease income=eodgnised in revenue; the expenses and depreciati
related to assets that have been leased out agnised 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 aeltable with a 3-12 month advance notice.

Future lease payments under non-cancellable operat) leases

As at 31 December EUR’000 2015 2014
Lease income
< 1year 2,203 1,805
1-5 years 4,802 3,433
> 5 years 4,746 4,389
Total lease income 11,751 9,627

Lease expenses

<1 year 116 104
1-5 years 133 87
Total lease expenses 249 191

16 Intangible assets

Development
EUR’000 Note Goodwill expenditure Licenses TOTAL
At 31 December 2013
Cost 0 170 971 1,184
Accumulated amortisation 0 -152 -553 -748
Carrying amount 0 18 418 436
Movements in 2014
Additions 0 0 253 253
Additions through the business combinations 32 86d, 0 0 4,860
Amortisation charge for the year 0 -6 -114 -120
Total 4,860 -6 139 4,993
At 31 December 2014
Cost 4,860 170 1,224 6,254
Accumulated amortisation 0 -158 -667 -825
Carrying amount 4,860 12 557 5,429
Movements in 2015
Additions 0 107 100 207
Amortisation charge for the year 0 -13 -132 -145
Total 0 94 -32 62
At 31 December 2015
Cost 4,860 277 1,324 6,461
Accumulated amortisation 0 -171 -799 -970
Carrying amount 4,860 106 525 5,491
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Development expenditure comprises direct costseetim the production and testing of products. Othe
intangible assets include mainly product manufaogulicences and software.

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

The Group has acquired goodwill to the amount 86@,000 euros by the acquisition of 100% holding

in subsidiary Finnkumu Oy. Goodwill is related teetcash-generating capabilities of the subsidiary.
Therefore, for the purpose of impairment testingedyvill is allocated to subsidiary which represents

the lowest level within the Group at which goodwdl monitored for internal management purposes
(cash-generating units). The value in use of thHesigiary was determined using the discounted cash
flow method and it was compared with the carryingpant of the investment including goodwill.

General assumptions for determining value in use

The following are management’'s key assumptions esttmates 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 intcoant the market situation and other relevant
information at the date the impairment test wasopered:

e The forecast period was 2016-2019 plus the ternyieat.
e Discounted cash flows were determined on the lmdidlee discount rate of 14.7%.
e The year growth rate of 1% was used in the impaitrtest.

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 rethécealue obtained. . The management of the Group
carried out a sensitivity analysis of all esseritiguts and estimates used. They did not find aputs

or estimates whose alteration in reasonable limitsld lead to the need to write down the valuehef t
Group.

17 Interest-bearing loans and borrowings

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

EUR’000 2015 2014
Current interest-bearing loans and borrowings
Current portion of lease liabilities 296 278
Total current interest-bearing loans and borrowings 296 278
Non-current portion of lease liabilities 912 818
Total non-current interest-bearing loans and borrowngs 912 818
Total interest-bearing loans and borrowings 1,208 1,096
Interest-bearing loans and borrowings at beginningf the year 1,096 1,752
Changes during the year
Increase (+)/decrease (-) in short-term loans 0 -358
Acquisition of new finance lease liabilities 459 0
Settlement of non-current finance lease liabsit -347 -298
Interest-bearing loans and borrowings at end of therear 1,208 1,096
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17.2. Details of short-term bank loans
At 31 December

Base currency Loan limit in base currency Interatt

2015 2014 2015 2014
EUR’000 1,100 600 1 month euribor+0.4% +0.4%
EUR’000 600 1,200 1 month euribor+0.6% +0.6%
EUR’000 33 33 Nordea base rate +1.75% +1.75%
EUR’000 500 0 6 month euribor+2.5% -

Total short-term bank loans

As at 31.12.2015 and 31.12.2014 the Group hadakentany short-term bank loans.
Information on assets pledged as loan collateqaldsented in note 18.

17.3. Finance lease liabilities

Present value of lease payments

EUR’000 Present value
At 31 December 2013 1,394
Finance lease payments made -298
At 31 December 2014 1,096
Finance lease payments made -347
New lease liabilities 459
At 31 December 2015 1,208

In most lease contracts the base currency is ttee Au31 December 2015, the interest rates ofnitea
lease contracts were in the range of 0.5% to 1.83%0ecember 2014: 1.4% to 2.9%). In 2015, the
weighted average effective interest rate of findeese liabilities was 1.4 % (2014: 1.6 %).

17.4. Finance lease liabilities by maturities

EUR’000 <l year 1-5years > 5 years Total
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
At 31 December 2015
Minimum amount of lease payments 341 982 0 1,323
Future finance charges -45 -70 0 -115
Present value of lease payments 296 912 0 1,208

Lease payments are made monthly.
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18 Loan collateral and pledged assets
As at December 31

Pledged assets 2015 2014
Shares in PKC Group Oyj  Number of shares 693,638 724,638
Carrying amount of shares EUR’000 11,258 12,659

The Group is able to use a short -term loan ofhiillon euros as collateral pledged assets.

The shares are pledged to the bank until all otitiga to the bank have been fully settled. Accaydim

the pledge agreement, the Group has the obligatiommmediately pledge additional shares, if the
market value of the pledged shares decreases asdndbd exceed the outstanding loan principal by at
least 50%.

As at the reporting date the Group did not usesinyt-term bank loans (note 17).

19 Trade and other payables

As at 31 December EUR’000 Note 2015 2014
Trade payables 3,410 3,656
Advances from customers 389 818
Other short-term liabilities

Miscellaneous payables 4 61
Payable for subsidiary’s shares 32 713 843
Payables to employees 1,361 1,506
Other accrued expenses 166 105
Total 2,244 2,515
Total trade and other payables 6,043 6,989

Trade payables

As at 31 December EUR’000 2015 2014
Trade payables

Payable for goods and services 3,405 3,430
Payable for property, plant and equipment 0 12
Payable for investment property 5 214
Total 3,410 3,656
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20 Taxes

As at 31 December EUR’000 Note 2015 2014
Prepaid taxes

Value added tax 107 266
Prepaid income tax 28 79
Social security tax 4 2
Total 9 139 347
Tax liabilities

Value added tax 488 618
Income tax liability 146 12
Personal income tax 194 200
Social security tax 242 228
Other taxes 20 26
Total 1,090 1,084

21 Provisions

Warranties provision  Other provisions TOTAL
EUR’000 2015 2014 2015 2014 2015 2014
At 1 January 6 18 33 18 39 36
Provisions made during the year 65 13 1 33 66 46
Provisions used during the year 41 -25 -30 -18 -71 -43
At 31 December 30 6 4 33 34 39

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.

22 Contingent liabilities

22.1. Corporate income tax

As at 31 December EUR’000 2015 2014
Consolidated retained earnings 26,817 26,664
Maximum possible dividend 23,339 22,993
Income tax payable on the maximum possible dividend 3,478 3,671

The maximum possible income tax liability has beatculated under the assumption that the net
dividend and the related income tax liability canexceed retained earnings as at 31 December 2015.

The contingent income tax liability has been calted based using the tax rate effective from
1 January 2016 (2014: from 1 January 20T8¢ contingent income tax liability was calculated
the bases of the tax rate of 20/80 valid sincenudiy 2015.

If the annual general meeting approves the managebward’s proposal to distribute a dividend of
887,000 euros, there will arise an income tax litiglof 222,000 euros.
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23 Capital and reserves

23.1. Share capital and share premium

As at 31 December Unit 2015 2014
Share capital EUR’000 12,418 12,180
Par value of a share EUR 0.70 0.70
Number of shares issued (fully paid) PC’000 17,740 17,400
Share premium EUR’000 804 240

AGM held on 14 May 2015 decided to implement théaspprogramme approved by the AGM held on
3 April 2012.

The share subscription was carried out during 188 2015. The subscription was open to those who
had previously signed a share subscription agreer389,880 shares with a nominal value of 0.70
euros were subscribed. The issued shares werdgoasinultaneously with the subscription. The issue
price of shares was 2.36 euros. The share capitaddsed by 238,000 euros and the share premium was
564,000 euros. After the issue, the share capft®i® Harju Elekter is 12,418,000 euros, which is
divided into 17.7 million ordinary shares, all ohieh are listed at Nasdag Tallinn Stock Exchandme T
issued shares grant the right to dividends fron5201

As at 31.12.2015 the number of ordinary shares®Harju Elekter amounted to 17,739,880.

An entry concerning the increase of share capitad wade in the Commercial Register on 22 July
2015.

According to the articles of association, the maximauthorised share capital amounted to 14.0 millio
euros and minimum to 3.5 million euros.

23.2. Dividend per share

Based on the profit allocation proposal, in 2016 @ompany paid for 2014 a dividend of 0.15 euras pe
share, i.e. 2,610,000 euros in aggregate. Theatidsl were paid out on 3 June 2015. In the previous
year, the Company paid for 2013 a dividend of @dfbs per share, i.e. 1,740,000 euros in aggregate.

According to the profit allocation proposal, thendmany will pay for 2015 a dividend of 0.05 euros pe
share, i.e. 887,000 euros in aggregate. The didideii be recognised when the profit allocation
proposal has been approved by the annual geneetinge

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

As at 31 December 2015 2014
AS Harju KEK 31.39% 32.00%
ING Luxembourg S.A 10.71% 10.92%
Endel Palla 6.39% 6.32%
Tiina Kirsme 4.97% 5.06%
Shareholders holding under 5% 46.54% 45.70%
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23.4. Interests of members of the management andmrvisory boards of AS Harju Elekter

Number of Direct  Indirect
shares ownership ownership

Palla, Endel Chairman of the supervisory board 4,400 6.39% 0.36%
Kirsme, Aare Member of the supervisory board 228,25 1.29% 0.38%
Kabal, Ain Member of the supervisory board 10,275 0.06% 0.00%
Toome, Andres Member of the supervisory board 3,00 0.17% 0.34%
Tombak, Triinu Member of the supervisory board 05,0 0.08% 0.00%
Allikmae, Andres  Managing director/CEO 225,000 1.27% 0.00%
Total 1,642,525 9.26% 1.08%

The number of shares held by shareholders and twveirership interests were determined on 31
December 2015 at 11:59 p.m. In accordance withrdies of the Nasdaq Tallinn Stock Exchange, an
iIssuer has to disclose in the annual report thebeurof the issuer’s shares that are held by mendders
its management and supervisory boards (directasteand people connected to them (indirect interes
as at the end of the financial year. Voting powalbhging 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 peopdgis the household with them.

23.4. Reserves

As at 31 December (EUR ‘000) 2015 2014
Capital reserve 1,218 1,218
Fair value reserv 16827 18184
Translation eserve 2 -9
Total 18,047 19,393

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 transfdrto the capital reserve until the reserve anstmt
one tenth of share capital. The capital reserve beyised for covering losses and increasing share
capital but not for making distributions to sharelecs.

Fair value reserve

The fair value reserve compromises gain or lossnfeo change in fair value of available-for-sale

financial assets. 2015 the fair value reserve @sec by 1,357,000 (2014: 7,406,000) euros as & resu
of the revaluation of shares of PKC Group Oyj ané profit made with the sale of shares of PKC

Group Oyj in 2014 decreased by 4,616,000 eurog01 the fair value reserve decreased by a tbtal o
12,022,000 euros.

Translation reserve

The translation reserve comprises foreign exchatfifferences from the translation of the financial
statements of foreign subsidiaries whose functioouarency differs from the Group’s presentation
currency
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24 Segment reporting

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

Three segments — manufacturing, real estate ared ativities— are distinguished in the consolidate
financial statements.

Manufacturing -The segment is involved in the manufacture and afgb@wer distribution and control
equipment and systems as well as associated &givitThe entities of this segment are AS Harju
Elekter Elektrotehnika, AS Harju Elekter TeletetmilSatmatic Oy, Finnkumu Oy, Rifas UAB and
Automatikos Iranga UAB.

Real estate- The segment is involved in real estate developmmaintenance and rental, services
related to managing real estate and productioncitéggmand intermediation of services. Real edtate
been identified as a reportable segment becausathe of its assets exceeds the aggregate valie of
assets of all Group 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 elatiristallation works mainly to retail customergan
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 opersgiggments on the basis of revenue and operating
profit. Based on the assessment of the Parent aorigpmanagement board, inter-segment transactions
are carried out on ordinary market terms that db differ substantially from the terms agreed in
transactions conducted with third parties.

Unallocated assets comprise the Parent compangls, a#ther receivables, prepayments and other
financial investments.

Unallocated liabilities consist of the Parent comps (Estonia) interest-bearing loans and borrowing
tax liabilities and accrued expenses.

80




AS HARJU ELEKTER ANNUAL REPORT 2015

Manu- Real Other Elimi- Consoli-

2015 EUR’000 Note facturing estate activities nations dated
Revenue from external customers 25 55,555 2,353 2,748 0 60,656
Inter-segment revenue 252 961 345 -1,558
Total revenue 55,807 3,314 3,093 -1,558 60,656
Operating profit 2,651 954 -297 -32 3,276
Finance income/-costs 806
Finance costs -36
Net-income from subsidiary 32 16
Profit before tax 4,062
Income tax expense -876
Profit for the year 3,186
13,30
Segment assets 33,440 4 4,678 -7,432 43,990
Unallocated assets 22,589
Total assets 66,579
Segment liabilities 15,022 0 426 -7,432 8,016
Unallocated liabilities 359
Total liabilities 8,375
Capital expenditure 12,13,14,16 850 1,391 2,692 0 4,933
Depreciation charge for the year 13, 14,16 87871 200 -3 1,543
2014
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
Finance income 5,661
Finance costs -38
Sales gain from the sale of share in
associate 11 1,785
Share of profit under the equity
method 11 817
Profit before tax 10,453
Income tax expense -675
Profit for the year 9,778
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

Capital expenditure comprises acquisitions of faiahinvestments (note 12), investment properties
(note 13), property, plant and equipment (noteal®) intangible assets (note 16).
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Revenues by geographic (location of customers) regi

For the year ended 31 December EUR’000 Note 2015 2014
Estonia 14,198 15,183
Finland 38,875 29,480
Lithuania 610 1,037
Sweden 1,428 1,596
Norway 3,873 1,658
Other 1,672 1,652
Total 25 60,656 50,606
Location of the Group’s long-term non-financial asets

For the year ended 31 December EUR *000 2015 2014
Estonia 17,912 16,811
Finland 6,952 7,081
Lithuania 1,627 1,614
Total assets 26,491 25,506
25 Further information on statement of profit or loss line items

For the year ended 31 December EUR’000 Note 2015 2014
REVENUE BY BUSINESS ACTIVITY

Electrical equipment 52,135 42,867
Sheet metal products and services 843 881
Telecom products and services 1,108 1,039
Intermediary sale of electrical products and congmis 3,686 3,109
Commerce and mediation of services 242 298
Rental income 15 2307 2,153
Other services 569 259
Total 24 60,656 50,606
COST OF SALES

Goods and materials -38,658 -31,344
Services -1,522 -1,256
Personnel expenses (see below) -8,046 -7,485
Depreciation and amortisation -1,181 -1,147
Other costs =771 -713
Change in work in progress and finished goods itoréas -179 420
Total -50,357 -41,525
DISTRIBUTION COSTS

Services purchased -464 -381
Personnel expenses (see below) -1,753 -1,881
Depreciation and amortisation -13 -17
Other -427 -441
Total -2,657 -2,720
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For the year ended 31 December EUR’000 Note 2015 2014
ADMINISTRATIVE EXPENSES
Services purchased -578 -527
Personnel expenses (see below) -2,756 -2,661
Depreciation and amortisation -349 -349
Other -654 -505
Total -4,337 -4,042
- Of which development costs -497 -604
Personnel expenses allocated to cost of salesildisbn costs and administrative expenses:
Salaries and other remuneration -9,695 -9,195
Social security and other taxes on salaries aner omuneration -2,872  -2,766
Share-based payments -36 -72
Accruals 48 6
Total -12,555 -12,027
OTHER INCOME
Gains on sale of property, plant and equipment 25 10
Interest on arrears and penalty payments received 0 1
Other 45 16
Total 70 27
OTHER EXPENSES
Interest on arrears, penalty payments and sintdars paid -7 -19
Net loss from foreign exchange differences -8 -18
Gifts and donations made -29 -37
Other -55 -44
Total -99 -118
FINANCE INCOME
Interest income 39 58
Income from sale of financial assets 1 4,685
Dividend income 12 766 907
Change in fair value of the conditional acquisitawst of subsidiary 32 16 0
Other 0 11
Total 822 5,661
FINANCE COSTS
Interest expense -33 -31
Net loss from foreign exchange differences -3 -7
Total -36 -38
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26 Income tax and deferred tax

Income tax expense

EUR’000 2015 2014
Income tax expense 933 668
Deferred income tax expense/income -57 7
Income tax expense in the statement of profit or ks 876 675

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

Income tax by regions for the year ended at 31 Decder 2015

EUR ‘000 Estonia Finland Lithuania Sweden Total
Profit before income tax 351 3,007 704 0 4,062
Income tax rate 0% 20% 15% 22%
Theoretical income tax expense 0 601 106 0 707
Income tax expense on dividends 387 0 0 0 387
Effect of tax exempt income 0 -200 -21 0 -221
Effect of non-deductible expenses 0 19 41 0 60
Deffered income tax on tax loss 0 0 -57 0 -57
Income tax expense 387 420 69 0 876

Income tax by regions for the year ended at 31 Deaber 2014

EUR ‘000 Estonia Finland Lithuania Sweden Total
Profit (loss) 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
Deffered income tax on tax loss 0 1 6 0 7
Income tax expense 419 228 28 0 675

Deferred income tax assets at 31 December

2015 EUR ‘000 2015 2014
Non-current portion of deferred tax assets 57 0
Of which on tax loss carry-forwards 57 0

The recovery of the deferred income tax assetsngrisom tax loss carry-forwards depends on the
subsidiaries’ future taxable profits which at tleparting date exceed the existing losses to beedarr
forward. An analysis of the subsidiaries’ expectatiire profits was carried out on preparing the
financial statements. Generation of profit assumainment of each subsidiary’s strategic targets.
Deferred tax assets were recognised to the exbeutitt is probable that they can be utilised in the
future.
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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 diitilie potential shares. At
31 December 2015, the Group did not have any patesitares. Therefore, diluted earnings per share
are equal to basic earnings per share.

Unit 2015 2014
Profit attributable to owners of the Parent EUROOO 3,190 9,697
Average number of shares during the period PC’000 17,551 17,400
Basic earnings per share for owners of the Parent URE 0.18 0.56
Adjusted number of shares during the period PC’'00017,551 17,400
Diluted earnings per share EUR 0.18 0.56
28 Government grants
EUR’000 2015 2014
Government grants related to income 17 15
Of which for covering administrative costs 17 15
Government grants related to assets 22 0
Of which for acquisition of software 22 0
Total 39 15

Assets acquired with a grant are recognised atlesstthe amount of the government grant received i
support of their acquisition. Grants related toime 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 2015 2014
Change in inventories

Increase (-)/decrease (+) in statement of finarpmaltion 956 -2,303
Additions in inventories through business combinai 32 0 1,630
Change in inventories 956 -673
Corporate income tax paid

Income tax expense in the statement of profit ss lo 26 -876 -675
Decrease (+)/increase (-) in prepayment and deziediicrease

(+) in liability 20 185 -41
Additions in liability through business combinatson 32 0 -136
Deferred income tax expense/income 26 -57 7
Corporate income tax paid -748 -845
Paid for investment property

Additions of investment property 13 -1,366  -886
Liability decrease (-)/ increase (+) incurred byghase 19 -209 214
Acquisition of investment property -1,575 -672
Paid for property, plant and equipment

Additions of property, plant and equipment 14 -960 -770
Acquired with finance lease 14 459 0
Liability decrease (-)/ increase (+) incurred byghase 19 -12 5
Acquisition of property, plant and equipment -513 -765
Paid for intangible assets

Additions of intangible assets 16 -207 -253
Liability decrease (-)/ increase (+) incurred byghase 19 0 -4
Acquisition of intangible assets -207 -257
Proceeds from sale oproperty, plant and equipment

Book value of disposed property, plant and equigmen 14 5 17
Profit on disposal of property, plant and equipment 25 10
Proceeds from sale oproperty, plant and equipment 30 27
Interest received

Interest income 25 39 58
Receivable increase (-) 3 -4
Interest received 42 54

30 Related parties

The related parties of AS Harju Elekter are assediaompany AS Draka Keila Cables (until 1.7.2014,
see note 11), members of the Group’s managemerthaiicclose family members, and AS Harju KEK
which owns 31.4% of the shares in AS Harju Eleki¢re Group’s management comprises members of
the Parent company’s supervisory and managememtdsodhe management board has one member
and the supervisory board has five members.
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Transactions with related parties

For the year ended 31 December  EUR’000) Note 2015 2014
Purchase of goods and services from related parties
- from the associate 0 248
- from Harju KEK 93 192
Total 93 440
Of which:
- goods and materials 0 248
- lease of property plant and equipment 80 65
- purchase of non-current assets 13 126
- other services 0 1

Sale of goods and services to related parties:

- to the associate 0 378

- to Harju KEK 5 3
Total 5 381
Of which:

- goods and materials 0 17

- lease of property plant and equipment 0 339

- other services 5 25
Remuneration of the management and supervisory bods

- salaries, bonuses, additional remuneration 321 215

- social security and other taxes on salaries 71 71
Total 284 286
Share-based payments

- to members of the management and superviszagds of

AS Harju Elekter 10 20

The managing director/CEO is not entitled to anypspen benefits from the Group. The managing
director/CEO is entitled to termination benefitattimay extend to his 10-fold monthly board member
remuneration. The Chairman of the Supervisory Bdaréntitled to termination benefits that may
extend to 6 monthly remuneration of a developmesmanger.

31 Share-based payments

The annual general meeting that convened on 3 M4y, 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 empémtror service relationship during the subscription

period until the date of subscription of the shgmeslusive).

The issue price of the shares was the average giritbe AS Harju Elekter share on the Nasdag Tallin
Stock Exchange during the period 1 June to 15 200 measured in euros (EUR). Accordingly, the
issue price of a share was 2.36 euros.

The subscription rights were recognised in accardawith the principles of IFRS 2. The Group
measured the value of the services received frenemhployees in return for the shares based orathe f
value of the subscription right at the date thdimieary agreements were signed. An independent
expert determined that the value was 0.50 eurosgigrto subscribe for one share. In 2015 the agpe

of share-based payments recognised as personreisggamounted to 36,000 (2014: 72,000) euros.
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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 otcsipisn (3 years).

The share subscription was carried out during 16t8 2015 and an entry concerning the increase of
share capital was made in the Commercial Regist@2aluly 2015 (Note 23)

Number of share issue

As at 31 December 2014 434,960
Disclaimed -95,080
Marketed -339,880
As at 31 December 2015 0

During the period of use of share options from 1.630.6.2015 the average price of the share at
Nasdag Tallinn Stock Exchange was 2.78 euros.

32 Business combinations
Subsidiaries with non-controlling interest

At the balance date the Group owned the followings&diary with minority interest:

Ownership
As at 31 December Domicile 2015 2014 Area of activity
Rifas UAB Lithuania 100% 63% Manufacture of power distribution equipment
Automatikos Iranga UAB  Lithuania51% 32% Project designing
Harju Elekter AB Sweden  90% 90% Sale of power tthigtron equipment

The operation of Harju Elekter AB was stopped oA.2014 and, therefore, the assets, liabilities,
income and costs of the company are insignificawt the financial indicators related to share beyond
the Group’s control are not made public.

The following table contains unconsolidated finahendicators of subsidiaries with minority intetres

Automatikos Iranga UAB  Rifas UAB

Statement of financial position(EUR’000) 2015 2014 2014
Current assets 242 232 2,977
Non-current assets 38 49 1,615
Total assets 280 281 4,592
Current liabilities 42 40 1,165
Total liabilities 42 40 1,165
Retained earnings 226 227 2,682
Nor-controlling interests 117 117 1,353
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Automatikos Iranga UAB Rifas UAB

Statement of financial position(EUR’000) 2015 2014 2014
Statement of profit or loss(EUR’000)

Revenue 380 645 5,297
Net profit for the period 13 37 78
incl. Non-controlling interests 6 18 41
Statement of cash flows

Cash flows from operating activities 78 -32 282
Cash flows from investing activities 0 -13 -135
Cash flows from financing activities -14 -58 -111
Net cash flows 64 -103 36

Acquisition of an additional share in the Lithuanian subsidiary Rifas UAB

In April 2015 AS Harju Elekter bought a holding 87% in their Lithuanian subsidiary Rifas UAB,
becoming the sole owner of the company. The diffeeebetween the carrying value of the non-
controlling holding and the amount paid for it caunted for in the equity capital.

2015
Carrying amount of non-controlling interest acqdire 1,188
Consideration paid for non-controlling interest -1,651
Total recognised in equity -463

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 substatiordpo®r. The purchase price exceeded the fair vdlue o
the company’s net assets that included goodwilinkimu Oy was purchased in order to acquire the
Finnish market share of substations, and theirooust base, as well as to increase the synergy batwe
the manufacturing companies of the Group.

Influence of purchase to the Group’s assets, lialiiles and cash flow at 17.6.2014

Recognised value

Assets and liabilities on acquisition
Cash and cash equivalents 1,869
Securities 112
Receivables and prepayments 1,264
Inventories 1,630
Non-current assets 39
Trade payables and other payables -1,337
Income tax liabilities -136
Net assets 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
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In 2014 the revenue of Finnkumu Oy amounted torfillon euros and the profit was 1.7 million
euros. The Group consolidated Finnkumu Oy’s reveraiet.0 millions and profit of 0.6 million euros
starting from its purchasing date on 17.06.2014.

The acquisition cost of the shares worked out t8,880,000 euros, of which 6,716,000 euros was paid
in 2014. Under the contract, the rest of the amduawk to be paid in two instalments: in 2015, 50% of
the company’s 2014 operating profit, estimated4&,@00 euros, and in 2016, 40% of the company’s
2015 operating profit, estimated at 742,000 eumial 1,585,000 euros.

Net assets 3,441
Purchase price 8,300
incl. the contingent part 1,585
incl. immediately paid in cash 6,716
Goodwill 4,860

On 31 December 2014, the short-term liability wasneated at 843,000 euros. In 2015, Satmatic Oy
paid an additional 13,000 euros in the first instht, or a total of 856,000 euros. The additio3a0Q0
euros paid was recognised as a financial expensiddoreporting period. On 31 December 2015, the
fair value of the second instalment was estimatetl3,000 euros, 29,000 euros less than the estimat
from the year before. This reduction in liabilityas/recognised as financial income for the reporting
period. The total change in fair value of the ngilopart of commitment was 16,000 euros. The irsgea
in commitment was expressed as financial profthefreporting period (note 25).

Change in the contingent part of the acquisition cst

Note 2015 2014

Initial balance 01.01. 1,585 -
Initially expressed - 1,585
Paid -856 -
Net change in fair value 25 -16 -
Final balance 713 1,585
Incl. short-term share 713 843
Incl. long-term share 0 742

33 Post-balance events

In stock release on 11 February 2016, PKC Groupa@gpunced that it would terminate its production
operations at Keila after Q1 2017. AS PKC Eestiltesn a long-standing tenant of AS Harju Elekter.
In the estimation of the Management Board, the alimcision will have a short-term effect on rental
income for the Group.
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34 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) 2015 2014
Cash and cash equivalents 1,371 6,008
Trade receivables 705 644
Receivables from related parties 1,752 1,195
Other receivables and prepayments 64 89
Inventories 445 383
Total current assets 4,337 8,319
Investments in subsidiaries 4,762 3,112
Long-term receivables from related parties 5,682 6,278
Other long-term financial investments 20,188 19,145
Investment property 15,474 14,703
Property, plant and equipment o44 426
Intangible assets 279 309
Total non-current assets 46,929 43,973
TOTAL ASSETS 51,266 52,292
Liabilities

Trade payables 419 566
Tax liabilities 147 84
Other payables and advances received 214 257
Total current liabilities 780 907
Total liabilities 780 907
Equity

Share capital 12,418 12,180
Share premium 804 240
Reserves 18,046 19,403
Retained earnings 19,218 19,562
Total equity 50,486 51,385
TOTAL LIABILITIES AND EQUITY 51,266 52,292
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PARENT COMPANY’'S STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 Decem(EUR’000) 2015 2014
Revenue 6,401 6,169
Cost of sales 3,916 -3.534
Gross profit 2,485 2,635
Other income 15 14
Distribution costs -383 -368
Administrative expenses -1,385 -1,339
Other expenses -73 -67
Operating profit 659 875
Income from subsidiaries 1,063 46
Income from sale of investments in associate 0 5,635
Income from available-for-sale financial assets

-Dividend income 766 906

-Income from sale of investments 0 4,616
Interest income 170 131
Interest expense -5 -1
Profit before tax 2,653 12,208
Income tax expense -387 -327
Profit for the year 2,266 11,881
Other comprehensive income
Net change in fair value of available-for-sale 1357
financial assets ' -7,406
Realised gain from sale of financial assets (-) 0 -4.616
Total other comprehensive income for the period -1,357 -12,022
Total comprehensive income for the year 909 -141
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PARENT COMPANY’'S STATEMENT OF CASH FLOWS

For the year ended 31 Decem{®EUR’000) 2015 2014
Cash flows from operating activities
Operating profit 659 875
Adjustments for

Depreciation, amortisation and impairment lesse 821 794

Gain on sale of property, plant and equipment -3 0
Change in receivables -30 -112
Change in inventories -62 -84
Change in payables 131 -51
Corporate income tax paid -387 -327
Interest paid -5 -1
Net cash from operating activities 1,124 1,094
Cash flows from investing activities
Acquisition of property, plant and equipment antmngible assets -1,903 -1,063
Acquisition of a subsidiary -1,651 -200
Acquisition of other financial investments -2,400 0
Proceeds from sale of investments in associate 6,200
Proceeds from sale of financial assets 0 4,787
Proceeds from sale of property, plant and equipment 4 0
Repayment of loans provided 1,822 0
Loans provided -1,800 -6,800
Interest received 182 62
Dividends received 1,829 1,414
Net cash from/used in investing activities -3,917 4,400
Cash flows from financing activities
Receipts from contribution into share capital 766 0
Dividends paid -2,610 -1,740
Net cash used in financing activities -1,844 -1,740
Net cash flows -4,637 3,754
Cash and cash equivalents at beginning of year 680 2,254
Increase/decrease in cash and cash equivalents 37-4,6 3,754
Cash and cash equivalents at end of year 1,371 6,008
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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 2013 12,180 240 1,218 30,207 9,421 53,266
Profit for the year 2014 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
Transaction with the owners of
the Company, recognised
directly in equity
Dividends 0 0 0 0 -1,740 -1,740
At 31 December 2014 12,180 240 1,218 18,185 19,562 51,385
Profit for the year 2015 0 0 0 0 2,266 2,266
Other comprehensive income 0 0 -1,357 0 -1,357
Total comprehensive income ( 0 0 -1,357 2,266 909
Transaction with the owners of
the Company, recognised
directly in equity
Increase of share capital (note 23) : 564 0 0 0 802
Dividends 0 0 0 0 -2,610 -2,610
Total transaction with the
owners of the Company 238 564 0 0 -2,610 -1,808
At 31 December 2015 12,418 804 1,218 16,828 19,218 50,486
EUR’000 2015 2014
Adjusted unconsolidated equity at 31 December 50,88 51,385
Interests under control and significant influence:
- Carrying amount -4,762 -3,112
- Carrying amount under the equity method 12,362 10,204
Adjusted unconsolidated equity at 31 December 580 58,477

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 managementtrega@et out on pages 5-39 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 uncertagnéind provides an overview of important transastio
with the related parties.

The Management Board confirms the correctness ampleteness of AS Harju Elekter consolidated
financial statements for the year 2015 as set nyages 40-94 and that:

e the accounting policies used in preparing the fugnstatements are in compliance with
International Financial Reporting Standard as astbpt 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/ 30March 2016

SIGNATURES TO THE ANNUAL REPORT OF 2015

The management board has prepared the activitytrapd the annual financial statements of AS Harju
Elekter and the Group for 2015.

Andres Allikméae Managing Director/CEO /signature/ 30March 2016
The supervisory board has reviewed the annual rewepared 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 /sigred % April 2016
Ain Kabal Member of the Supervisory Board [sigme/ B April 2016
Aare Kirsme Member of the Supervisory Board  sigriature/ "SApril 2016
Triinu Tombak Member of the Supervisory Board /sighature/ "SApril 2016
Andres Toome Member of the Supervisory Board  signature/ "SApril 2016
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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 statement of financial position as at 31 December 2015,
the consolidated statement of profit or loss, the consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows 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 40 to 94.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as adopted by the European
Union, 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 2015, and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the European Union.

Tallinn, 30 March 2016

/signature/

Andris Jegers
Certified Public Accountant, Licence No 171

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 Cooperative (“KPMG
International”), a Swiss entity. Reg no 10096082.



AS HARJU ELEKTER ANNUAL REPORT 2015

PROFIT ALLOCATION PROPOSAL

Profits attributable to equity holders of AS HaElekter:

Retained earnings of prior periods 23,625};32
Profit for 2015 3,190,578
Total distributable profits at 31 December 2015 26,817,550
The management board proposes that profits beaddld@s follows:

Dividend distribution (EUR 0.05 per share) 886,994
Transfer to capital reserve 23,792
Retained earnings after allocations 25,906,764

/signature/

Andres Allikméae
Managing Director/CEO

30" March 2016
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