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AS Viisnurk is a wood processing company with over half a century's experience in adding value to
wood.

The company's main operations are carried out by two divisions. The furniture division manufactures
and distributes wooden household furniture of unique design. The building materials division produces
and markets two softboard-based product categories: insulation and soundproofing boards and interior
finishing boards for walls and ceilings.

ln addition to Estonia the company's target markets include the Nordic countries, Western and Central
Europe and Russia. |ts customers and business associates are recognised representatives of theįr area
who have opted for long-term relations with AS Viisnurk.

AS Viisnurk is the first and only Estonian wood processing company to have its shares quoted in the l-
list of Tallinn Stock Exchange.

AS Viisnurk p|aces great value on the satisfaction of įts customers, staff and shareholders and ba|anced
relations with the environment.
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* On 22 January 2OO4 the supervisory board of 22 AS Viisnurk approved the company's
restructuring plan. Toivo Ku|dmäe was e|ected chairman of the company,s management board,

On 16 April 2OO4 the wood division of AS Viisnurk was closed. A contract on the divestment of
the assets of the division was signed on 22 September 2004.

* On 29 October 2004the spotls goods division was closed.

* AS Viisnurk ended the year with revenues of EEK 347.5 mil|įon ( €22.2 mi||ion) and a |oss of
EEK 16.8 mi||ion ( €1.1 mil|ion)' largely on account of non.recurrĪng restructuring expenses. The
results of the company's continuing operations were positive.

* The bui|ding materįals division attained record.high annua| sa|es: EEK 96.1 ml||ion ( €6.1
mĪ||ion),

u At the beginning of October the furniture division of AS Viisnurk took over the marketing and
sales operations of the Swiss-based Skano AG as well as its sales agents network in Germany,
Austria and Switzerland.

* The period,s operating cash f|ows tota||ed ĖĖK20.2 mil|ion ( €1.3 million) and |oan |iabi|ities
were reduced by EEK 33.8 mi||ion ( €2.2 mi||ion),

sšmma.ķ*šml hāęBt$Ēg*tts
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lncome statement
Revenue
Operating profiUloss
Operating margin
Net profiUloss

Balance sheet
Total assets
Return on assets
Equity
Return on equity
Debt-to-equity ratio

Share (31.1

Closing price
Earnings per share
Price-earnings ratio
Book value of a share
Market to book value
Market capitalisation

392,33',1
(60,466)
(15.4%)
(68,840)

280,996
(24.5%)
74,205

(92.8%)
74%

33.64
(15.30)

16.49
2.0

151,346

J O  / , C J  I

(e,72e)
(3.5%)

(1e,632)

344,893
(6.2%)

143,045
(15.e%)

5ö-/o

25.00
(4.36)

31 .79
0.8

112,610

346,972 309,083
27,249 34J97

7.9% 11.1%
19,383 31,628

357,520 331 ,878
5.60/o 12.4%

162,677 143,293
11.9% 22.1%

54o/o 57%

42.00 47.30
4.3',1 7.03

o - 7  R 7

36.14 31.85
1 . 2  1 . 5

188,961 210,441
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lncome statement
Revenue
Operating profiUloss
Operating margin
Net profiVloss

Balance sheet
ĪotaI assets
Return on assets
Equity
Return on equity
Debt-to-equity ratio

Share (31.1
Closing price
Earnings per share
Price-earnings ratio
Book value of a share
Market to book value
Market caoitalisation

25,074
(3,865)
(15.4%)
(4,400)

17,959
(24.5%)

4,743
(s2.8%l

ī4%

2.'.l5
(0.e8)

't.05

2.0
9,673

2002

23,489
(622)

(3.5%)
(1,255)

22,043
(6.2%)
9,142

(15.9%)
58o/o

1 . 6
(0.28)

2.03
0.8

7,197

2001

22 , 171
1,741
7.9o/o
1,239

22,845
C.O-lo

10,395
11 .9o/o

54%

2.68
0.28
9.7

2.31
1 . 2

12,074

2000

19,750
2,185
1 1 j %
z ,vz  I

21,206
12.4%
9,1 56

22 .1%
5 l"/o

5 .Ųz

0.45
6.7

2.04
1 . 5

13,447

As v|į$NtJRK
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The core activities of AS Viisnurk are wooden furniture and softboard production

Business name:
Registration number:
Address:
Īe|ephone:
Fax:
Emai l:
Website:
Beginning of f inancial  year:
End of financial year:
Chairman of management board:
Auditor:

AS Viisnurk
10106774
Suur-Jõe 48' 80042 Pärnu
447 8323
447 8320
mail@viisnurk.ee
www.viisnurk.ee
1.1.2004
31.12.2404
Toivo Ku|dmäe
KPMG Estonia
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The past financial year was one of major structural overhaul for AS Viisnurk. The purpose of the
restructuring was to attain sustainable profitability and to eonsolidate the company's financial position.
To date, most restructuring operations have been suceessfully completed. The furniture and building
materials divisions are earning a steady profit and developing at a fair pace, the divisions which
generated losses over an extended period have been closed, and the company's overall financial
position has improved substantially. AS Viisnurk signed a contract for selling the assets of the wood
division and įs negotiating the sa|e of the assets of the sports goods division, Divestment of the bui|ding
materials division has been suspended until further decisions by the supervisory board. Operating cash
f|ows with the sa|e of discounted operations for 2004 tota||ed EEK 31.2 mi||ion ( €2 mi||ion), EEK 18,7
mi||ion ( €1.2 mil| ion) up on 2003, and the company's |oan burden decreased overthe year by EEK 33.B
mi|lion ( €2.2 mi||ion). |f in 2003 significant |osses resu|ted not only from non-recurring restructuring
expenses but also from ordinary operations, then in 2004 the result of operations was affected, above
all, by non-recurring closure and divestment expenses. The result of operating activities and cash flows
have been consistently positive, creating a solid basis for continuing swift improvement of results in
2005.

N$m**"**Ēg$ ysķ,Ėė\ns

Revenue
AS Viisnurk ended 2004 with revenue of EEK 347.5 mi||ion ( €22.2 mi||ion). Both continuing operations
improved their resu|t, the revenue of the furniture division amounting to EEK,156.5 mi||ion ( €10 million)'
2 .1%up,  and tha to f  thebu i |d ingmate r i a | sd i v i s i on toEEK96 .1  m i | | i on ( € 6 . , l  m i | | i on ) ' 4 .1% up ,ove ra | |
revenue decreased due to the closure of the wood division (in April) and sports good division (at the end
of October) whose annual sales remained accordingly smaller than in 2003.

AS Viisnurk's revenue:
2003

EEK'OOO
153,9 i

7:
71 , 81

2003
€.000

Change, %

Furniture division
Incl. intra-group sales
Sports goods divĪsion
Incl. intra-group sales
Building materials division
lncl. intra-group sales
Wood division
Incl. intra-group sales
Other operations
Incl. intra-group sales
Eliminations (intra-group sales)

AS VIISNURK REVENUE

z ,
99 , 11
24,
15 , 91
1 4

(43,421

392,33

6,067
, 174

A  f f Ą

1,597
1 , 017

958
(2,775)

25,074

9,841
z+o

4,589

' t .8
(75.3)
(14.7)_

1 . 4

(53.7)
(4e.0)

(6e.3)

(11.4)

Result of operations
For AS Viisnurk, the past financia| year ended in a loss of EEK 16.B mi||ion ( €1.1 mi||ion). The |oss for
the preceding financia| year amounted to EEK 68.8 mi||ion ( €4.4 mi||ion). Similarly to 2003, a significant
share of the loss comprised non-recurring expenses from the discontinuance and divestment of the
unprofitable divisions. Īhe largest portion of the |oss resu|ted from book losses of EEK 14 mi||ion ( €0.9
million) arising on the sale of the wood division, which were expensed at the end of 2004. Continuing
operations ended the year in a profit: the building materials division earned a profitof EEK 18.5 million
( €1.2 mi||ion) and the furniture division a profit of EEK 2.B mi||ion ( €0.2 mi||ion).
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AS Viisnurk's result of operations:

Furniture divįsion
Sports goods division
Building materials division
Wood division
Other operations
ĪoTAL RESULT oF D|V|sloNS
Unallocated expenses (general administration)
As V|lsNURK oPERAĪING LoSS
Net fĪnanciaI expenses

As Vļ|SNURK Loss

2003
€.000

2003
EEK'O(

Ghange, %

6,551
(24,471

19 ,
(52,91

2,801
(48,551
( 11 , e1

(8,37

419 (56.9)
(1,564) (51.e)
1,24s (5.2)

(3,382) (65.e)
179 85.6

(3,103) (s3.2)
(762) (26.7)

(3,865) (80.1)
(535) (57.4)

(4,400) (75.5)

Balance sheet and cash flow statement
|n 2004 AS Viisnurk,s assets shrank by 25.7% to EEK 208.5 mįl|ion ( €13,3 mil|ion), Discontinuance of
operations reduced current and non-current assets by 36.2% and 18.2% respectively. On the other
hand, a decline also occurred in liabilities: current and non-current liabilities decreased by EEK 36
mi|l ion ( €2.3 mi||ion) and EEK20 mil l ion ( €1.3 mi||ion) respective|yand EEK56 mi|l ion ( €3.6 mi||ion) in
aggregate (27% compared to 2003).
Net cash from operating activities with the sa|e of discounted operations tota||ed EEK 31.2 mi||ion ( €2
mil l ion), an EEK 18'7 mi||ion ( €1.2 mi||ion) increase on 2003. Cash used for acquisit ion of investments
re|ated to operating activity amounted to EEK 3.7 mi||ion ( €0.2 mi||ion) and proceeds from sa|e of
property, non-current assets and securities not required for the core activity tota|led EEK 9 mil|ion ( €0.6
mil|ion). outstanding |oan liabilities decreased by EEK 33.B mi|Tion ( €2.2 mi||ion).

ÄNNUAL RĒPORT 2004 A$ vļTSNURT
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Furniture division

* Takņņv*r of thre $&|*s operations ņf $kano Aü a*d its n*twork *f ag*r:ts ir"l
serrnmny,,Ąustrįa and $wįtzerįand

* sev*į*prr"lent *f fņt*x" n*w prnduņt lings and th*įr pr*sent*ti*n at th* G*rmmn
furnitur* faįr &$.*'W

* sur*įtun* rgt*il*r ÜĻj skmfig,s first suceessfu| year of *perati*yr in ffistņni*
* üņst*b*n*fit an*TysĮs *f {he product portfoli*, dįscantinuänüQ uf r"lnpr*fitaht*

lir"r*s
- *u*aTTm*nt ņf fļxed eņsts, ir-rrplemer:tatign ņf CIrganismti*nmĮ *h*ngss

Furniture division manufactures and markets wooden household furniture, including items for living,
dining and bedrooms as well as studies. ln 2004 the division continued provision of subcontracting
services and manufacturing and sale of self-developed products.

Operating results
The furniture division ended 2004 with revenue of EEK 156.5 mį||ion ( €10 mi||ion) and a profit of EEK 2.9
mi||ion ( €0,2 mi||ion). ln 2003 revenue amounted to EEK,l53.5 mį|l ion ( €9.8 mil l ion) and profitequal|ed
EEK 6,5 mi||ion ( €0.4 mi||ion). Similar|y to prior years, the main target markets were Fin|and, Sweden,
Russia, and Germany. Penetration of the furniture retailing market in Estonia via AS Viisnurk's
subsidiary oÜ Skano has proved a success.

Takeover of the operations of Skano AG
At the beginning of october the furniture dįvision of AS Viisnurk took over the sa|es operations of the
Swiss-based Skano AG and its network of sales agents in Germany, Austria and Switzerland. Skano AG
has over 20 years' furniture distribution experience and its customers include large purchasing groups
and retail chains in Europe's German-speaking markets. ln 2003 the net sales of Skano AG amounted
to EEK 16 mi||ion ( €1 million). The transaction invo|ves transfer of furniture sa|e frame agreements with
major purchasing groups of the target markets. Since the second half of October retail stores of the area
are served direct|y from Pärnu. The takeover which constituted a significant change in the division's
sales strategy was triggered by the need to move closer to the end-customer in one of the largest target
markets and to implement new sales channels with a view to ensuring steady growth in sales and
improvement in profitability.
At the end of September the furniture division participated in M,o.W. (Möbel ordermesse Westfa|ica),
Germany's largest furniture ordering fair for the furniture industry held in Barntrup. The division attended
the fair under the Skano brand name and presented new Skano lines which had been developed in
cooperation with German designers. The first display agreements with retailers are already in effect and
sales to end-consumers have commenced.

optimisation of the product poĖfolio and reduction of fixed costs
ln 2004 the furniture division put a lot of effort in optimising its product portfolio and reducing various
fixed costs.
Based on the results of a thorough cost-benefit analysis of all product groups performed in the first half
of the year, a number of technologically problematic and less profitable lines were abandoned and the
division focused on more cost-effįcient and profitab|e products.
For reduction of fixed costs, all fixed cost levels were analysed and various cost cutting plans prepared.
In the framework of the action plans the division's organisational structure was adjusted. The staff of the
furniture division and the former business management division were combined. As a result, compared
to the beginning of the year the number of managers and specialists declined by 11. The real effect of
the cost cutting plans should become visible at the beginning of 2005.

At the end of the financial year the division had 299 emp|oyees (2003: 2B4), 304 including oÜ Skano

-i

(2003: 289).
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Building materials division

* Recņrd-high $äįęs re$ult * EEK 98,,l miļl iņn i €s,1 mTlli*n}
* 2ü% growth įil the output ņf įnterior fTnishing bņatds
* over Ss,ņüs m3 ņf b*ald produced *n th* r:rmin productį** lļne

The bui|ding materia|s dįvision produces two softboard-based product categories: insu|ation and
soundproofing boards and interior finishing boards for walls and ceilings.

Operating results
The building materia|s division attained exce||ent resu|ts: revenue of EEK 96.1 mil|ion ( €6.1 mi||ion) and
a profit of EEK 18.5 million ( €1.2 million), Net sa|es and profit for 2003 amounted to ĖĖK92.2 mi||ion
( €5.9 mi|lion) and EEK 19.5 mi||ion (ę1.25 mi||ion) respective|y. The growth in sales was achieved thanks
to an upswing in the sales of interior finishing boards. Profit declined on account of an increase in the
prices of wood chips, one of the main raw materials. Exports accounted for 53% of sales. Similarly to
prior years, the main export markets were Fįnland and the Netherlands.

lnsulation and soundproofing boards
Sa|es of insu|ation and soundproofing boards decreased 57o, ̂amounting to tEK 59.9 mi||ion ( €3.83
million). ln quantitative terms, sales amounted to 3.09 million m', i.e. 40,373 m' (2003: 3.73 million m',
i.e. 42,738 m";. Similarly to 2003, the best-selling product groups were wind-protection and flooring
boards. Sales to the domestic market accounted for 56% of sales.
The largest foreign customers were distributors and manufacturing companies, whereas in the domestic
market the largest customers were building materials retail chains.
lnsulation boards are also marketed under AS Viisnurk's own lsoplaat brand name.

lnterior finishing boards
Only the own lsotex brand of interior finishing boards is produced. The boards are made of natural
softboard, which is produced on the factory's main production line. The boards have milled tenons and
the surface is covered with paper or textile. The technology allows producing boards of different colour
and pattern. The main advantages are effective sound insu|ation and easy and fast insta|ļation.
|n 2Oo4 sa|es of interior finishing boards reached a |eve| which aļlowed operating the productĪon most of
the time |ine in two shifts. Sa|es of interior finishing boards tota|led EEK 30.4 mi||ion ( €1.94 mi||ion),
accounting for one third of total board sales and 31.7o/o of total sales by the division (2003: 26.7Yo).
Sales for 2003 amounted to EEK 24.6 mi||ion ( €1.6 million)
In-quantitative terms, sales of interior finishing boards reached 496,000 m', i.e. 5,952 m3 (2003. 402,000
m', i .e.4,818 m"). In Finland, the largest target market, sales grew roughly 30%, mainly thanks to an
improvement īn the positions of the lsotex brand. The |argest product group was Quatro ceiling pane|s
with tongue-and-groove tenons on all four edges which accounted for over 75o/o of the overall output.
The main export markets were Finland and Sweden with exports accounting for 80% of the sales of
interior finishing boards. ln 2OO4 the division also expanded sales to Ukraine, a new market with a lot of
potential, where cooperation was launched with a local building materials wholesale company.
The largest customers, both in the export and domestic markets, were building materials retail chains.

At the end of the financial year the statf of the building materials division numbered 90 (2003: 92).

ANNUAL REPORT ?OO4 A$ VIISNURK
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Disconti nued operations

* *eoļsion en th* üTü$ĻTrs of the \troüd dįvision \ryas ffi'}ade on ,|ü Februnry 2*ü4
* The \ŅņCId dįvįsi*c1 was closed on 16 Aprįį 20CI4
* Äsreement *n thg saTe *f tfie assets gf the wņ*d dįvįsį*n w** xiņned *n ää

s*ptemĮ*et äsŪ4
* **ęisiņn *r: th* cTosure *f the sports gccds dįvisįon wms r:rade ņn 31 il*ey 2**4
* The sports g*ods dįvisi*n was gradually c|*sed frņm 3j Ąugu*t t* 3'l Ūętgb*r

äüü4

Wood division
Īhe wood division of AS Viisnurk was c|osed in |ine with the company's restructuring plan on 16 Apri|
2004' |n 2004 the results of the wood division remained revenue of EEK 33.1 mi||ion ( €2.1 million) and a
loss of EEK 18 mi|| ion ( €1.15 mi|| ion).
on 22 September 2004 AS Viisnurk and oÜ Desparo conc|uded an agreement on the sa|e of the assets
of the wood division. The parties signed a contract under the law of obligations which transferred
possession of the assets. Ownership of the assets will transfer after a real rights contract has been
signed, which will take place after the land pertaining to the division has been registered as a separate
immovable. The tota| price of the contract amounts to EEK 44 mi||ion ( €2.8 mi|lion). For AS Viisnurk the
transaction wi|l resu|t in a book loss of ĖĖK 14 mi||ion ( €0.9 mi||ion), which has been ful|y recognised in
the annual accounts tor 2004.

Sports goods division
The sports goods division which had been incurring losses for a number of years was closed on 29
October 2OO4 based on a decision adopted by the supervisory board. All contractual obligations to
customers were fu||y performed. The divisįon,s pre-c|osure resu|ts for 2004 were sa|es of EEK 61 mil|ion
( €3.9 mi l l ion) and a |oss of EEK 11.8 mi|| ion ( €0.75 mi|| ion).
Negotiations regarding the sale of the assets of the sports goods division are under way. Visu and
Maxx-hockey trademarks will be sold separately in 2005.

J SANNUAL REPORT 2sü4 As Vļ|SNURK
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Organisational chart of AS Viisnurk as at 31 December 2004"

* The chart does not reflect who||y-owned subsidiaries oÜ |sotex and oÜ Visu because the companies did not conduct business
operations in the financial year.

By the end of 2004 the workforce of AS Viisnurk had decreased to 389 (2003: 89'l). Including the
emp|oyees of oÜ Skano, at 31 December 2004 the company's staff total|ed 394, The significant
decrease in the number of employees resulted from the closure of the wood and sports goods divisions
which involved the layoff of 411 people. Redundancy payments made in 2004 totalled EEK 4.6 million
( €0.3 mi l l ion).
At the year-end the staff comprised 325 workers and 64 specįalists and managers. Īhe average number
of staff was 44.5. Emp|oyee Wages and sa|arįes tota||ed EEK 55.2 mil|ion ( €3.5 mi||ion). The gross
rernuneration of the members of the management board and the executive management amounted to
ĖĖK2.4 mi||ion ( €0.15 mi|Iion). The corresponding figure for 2003 was EEK 3,4 mi||ion ( €0.2 mi||ion).

Employees of AS Viisnurk:

Change, %

Furniture dįVision
Building materials division
Sports goods division
Wood division
Business management divlsion
oÜ Skano

TOTAL AS VIISNURK

284
92

272
222

z l

5

896

5.3
(2.2)

0

(56)
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Since 2004 both the furniture and building materials divisions have an integrated environmental permit
with an unspecified term as required by the Integrated Pollution Prevention and Control Act. Adherence
to requirements outlined in the permits ensures that production activity has the minimum harmful impact
on the environment. The requirements prescribed by an integrated environmental permit ensure
protection of water, air and soil and management of the waste generated by an installation in an
environmentally sustainable manner.

To improve waste management and optimise related expenses, in 2004 a tender was arranged for
selection of a waste management company. Integrated service and selective waste collection increase
the share of recyclable waste and reduce waste management expenses.

ln 2004 6.63 thousand m3 of wood waste was recycled for the generation of heat energy (2003: 14,135
m3).

Ground water (municipal water)
Ground water (own bore wells)
Surface water

Water discharge:
Condition ally cle an wastew ate r

Water įntake and wastewater
Change, %

Water intake:
Ground water (municipal water)
Ground water (own bore wells)
Suiace water

Water discharge:
Cond ition ally cle an w astew ate r
Wastewater

Total exoense

Main pollutants
ln tons
Volati le organic compounds
Organic dust
Volati le organic compounds
(boiler house)
Sold particles (boiler house)
NO
co
SOz

Waste handling

Handling of hazardous waste
of non-hazardous

Total expenses

Recycling of waste in the production
of heat energy
Sales of wood waste
Sales of metal waste

(-14.5)
(-22.5)
c4.5)
27.6
34.6

34.6
30.7

2003 Change, %
€.000

6.9
I

0.8

o Ą Ą

248.2
33.2

309.8
1 1 . 6
0.2
1 . 9

3 .1
-264.8
-241.6
-866.7

-1 00

7.3 20.0
9.1  65 .1

16.3  68 .6

74.4 -255.2

52 . 5

2.5
-490.4
- 114 .O

Water įntake
tn thousands of ms

Wastewater

2003 %

.7

c4.8)
(-32.e)
(-15.3)

2.3
23.4
49.4

2003 %

Heavy metals
Other pollutants

otal conditional income 109.2 -295.7
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The management board acknowledges its responsibility for the preparation, integrity and fair
presentatĪon of the annual financia| statements of AS Vįįsnurk for 2004 as set out on pages 13 to 37 of
this report, and confirms that to the best of įts know|edge, information and be|Īef:

- the accounting po|Īcies app|ied in the preparation of the annuaI financiaI statements comply with
International Financial Reporting Standards;

- the annual financial statements give a true and fair view of the financial position of AS Viisnurk and
the results of its operations and its cash flows;

- all significant events that occurred until the date on which the financial statements were authorised
for issue (4 April 2005) have been properly recognised and disclosed; and

- AS Viisnurk is a going concern.

\:--
k , , 1 , . t ü ,  - J :

\^-l\ļl 'Ų/-ļ'/ņt'l{

Toivo Kuldmäe
Chairman of Management Board

Įnitialled for identification purposes only
Alļ l<ir iastatud identifitseerimiseks
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Andrus AĮas
Member of Management Board
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ü*ltsoįis*fęd ar:nuaĒ firtg**įal stat*ments

ffi*msCI$ismtgd ha$gg}eę s$.B*et
As at 31 Deēmher 20Q4

Cash and bank balances
Īrade receivab|es (Note 1)
Other receivables (Note 2)
Prepayments (Note 2)
Inventories (Note 3)
Non-current assets held for sale (Note 3)

Īota| current assets

Long-term fįnancia| įnvestments (Note 4)
Investment property (Note 5)
Īangib|e assets (Note 6)
Intangible assets (Note 7)

Total non-current assets

ToĪAL AssEĪs

Debt obligations (Note 8)
Customer advances
Trade payables
Tax liabilities (Note 1 1)
Accrued expenses (Note 10)
Provisions (Note 12)

Īotal current IiabiIities

Long-term debt obligaiions (Note 8)
ĪotaI non-current Iiabilities

Total liabilities

Share capital at par value
Share premium
Mandatory capital reserve
Retained earnings
Loss for the period

Īota| equity (Note 13)

ĪoĪAL L|ABIL|Ī|Es AND EQU|ry

Īnitialied for identification pi.rrposes only
L i I k i rjastatud identii' itseerirniseks

. ? it lt.il. w ri,l u - .'.'. gļ !,!ļ,.#. -!;.-
SigItlrtLrre/aTlxtri '.../l l.Ų' 14

KPIMG, f,ilttnn

Group
2003
EEK
1,140,750

45,005,445
1 14,965

7,127,463
63,818,935

Group
2003

72,907
2,876,372

7,348
455,528

4,078,773
0

7,490,928

t 4  7A . 1

162,029
9,976,705

237,474

'l0,467,959

17,958,887

5,752,723
14,011

2,479,878
444,593

'1,1 19,336
199,970

10,010,511

3,205,793
3,205,793

13,21|6,304

2,875,424
724,233
287,542

5,255,032
(4,399,648)

4,742,583

17,958,887

0

117,207,558

1,435,600
2,535,201

156, '101,509
3,715,661

163,787,97'.l

280,995,529

90,010,556
219,228

38,801,660
6,956,372

17,513,797
3,128,849

156,630,462

50,159,767
50,1 59,767

206,790,229

44,990,6 10
'1 t,331 ,780
4,499,061

82,223,390
(68,839,541)

74,205,300

280,995,529

The consolidated financial statements should be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 13 to 37.

The information in euros has been presented for the user's convenience and does not form part of the
audited consolidated financial statements.

*t
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ü**sņįid*te* antrķ*I fįnancįal sfatements

**ms***Nm**S
Fot the year e*ded 3,Į

šm**yrx* stmŠ*męgtt
Decembęl 2004

Cost of goods sold (Note 15)

Gross profiUloss

Marketing expenses (Note 16)
General administrative expenses (Note'17)
other įncome (Note 19)
Other expenses (Note 20)

Operating loss

Financial income and expenses (Note 21)

NEĪ Loss FoR THE YEAR

Basįc loss per share (Note 14)

Di|uted |oss pēr share (Note 14)

tr)atc/k LrLr piic u....... /.!,.?/.:M{.
š i.ü " " Įiī iį äį. ik ; ļ.ī . .' . .. /. m/. .:.. . ..,.. . ....,., :,.,. . ..'.. . .

K'PlĻ4G' Tafiinn

(414,156,62',11

(21'825,ī02}-

(23,210,022)
(1 1,915,379)

6,864,422
(10,379,562)

(60,466,243)

(8,373,2e8)

(68,839,541)

(15.30)

(15.30)

Group
2003

25,074,516

(26,469,433)

(1,394,917)

(1,483,391)
(761,532)

438,7'.17
(ooJ,J / c,

(3,864,498)

(535,1  51 )

(4,399,649)

(0.98)

(0.e8)

The consolidated financial statements should be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 13 to 37.

The information in euros has been presented for the user's convenience and does not form part of the
audited consolidated financial statements.

Įnitialled for identification purposes only
Al l l< i įastatud identifitseerįmiseks
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ü*nsoįid*ted anmķeaĖ fiĶ*ft gįaį sta$ęmenk

S*r'xs*$iSmt*S
FÖr thė yeė. ended 31

stmt*xttgxtt w$ **slt fš*ķws
December 2004

Group
2003

(68,839,541)

27,886,837
38,018,026

0
(2,479,466)

(410,132)
'1,488,804
7,107,058
1,635,532
8,182,324

12,589,442
6,769,196

(12,324,200)
14,602,557

21,636,995
(9,102,554)

12,534,441

2,652,500
(6,449,050)
2,010,747

(1,374,352)
0

(3,160,155)

(5,841,934)
(2,526,707)
(1,629,'t46)

(9,997,787)

(623,501)
1,764,251
1,140,750

Group
2003

Cash flows from operating activities

Loss for the year

Adjustments for:
Depreciation and amortisation
lmpairment of non-current assets
Gains on long-term financial investments
Gains on sale of investment property
Gains on sale of non-current assets
Loss from write-down of receivables
LÕss from write-down of inventories
Provisions
Interest expense

operating profit before working capītal
changes
Change in current assets
Change in inventories
Change in curreni l iabi l i t ies

Net cash from operating activities
Interest paid

Net cash from operating activities

Cash flows from investing activities
Sale of investment property
Acquisitlon of tangible assets
Sale of tangible assets
Acquisition of intangible assets
Sale of long{erm financial investments
Sale of discontinued operations

Net cash from/used in investing activities

Cash flows from financing activities
Repayment of loans received
Settlement of finance lease liabilities
Decrease in outstanding overdraft balance

Net cash used in financing activities

NEĪ |NGREASE/DEGREASE |N cAsH
cAsH AĪ BEGINN|NG oF YEAR
CASH AT END OF YEAR

(4,399,649)

1,782,294
2,429,795

0
(1s8,467)
(26,212)
95,152

454,224
104,529
522,946

804,612
432,630

(787,660)
933,274

1,382,856
(581,759)

801,097

169,526
(412,170)
128,51 0
(87,837)

0

(201,s71)

(373,368)
(161 ,486)
(104,121')

(638,e75)

(39,849)
112,756
72,907

The conso|idated financiaļ statements shou|d be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 13 to 37.

The information in euros has been presented for the user's convenience and does not form part of the
audited consolidated financial statements.

Įni ti i i ļ ierj for identificarion pr"rrpi;ses onĮy
.lr Į i li i rj asta t u d i cį e n i į i.i t s ee r i ni i :;.: k l;
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üņnsoįįelr*ed *nnl*al financiaį s*atemenfs

üoms**idat*d s*atem*s}l ę$ ęheffises in equxĮ*y
Fol the year ended 31 secember 2ü04

EEK Mandatory
Share Share capital Retained ProfiUloss for
capital premium reserve earnings the year Total

31.12.2002 44,990,610 11,331,780 4,499,061 101,855,218 (19,631,828) 143,044'841
AlTocatr-on of the
loss for 2002 o o 0 (19,631,828) 19,631,828 0
Loss for 2003 0 0 0 (68,839,541) (68,839,541/
31 .12.2003 44,990,610 '1 1 ,33'1 ,780 4,499,061 82,223,390 (68,839,541) 74,205,300
Allocation of the
loss for 2003
Loss for 2004
31.12.2004

o o o (68,839,541) 68,839,54'1 o
o o 0 0 ( 1 6 , 8 4 9 , 4 3 2 ) ( 1 6 ' 8 4 9 ' 4 3 2 )

44,990,609 11 ,331 ,78O 4,499,06',1 1 3,383,849 (' ,|6,849,432) 57,355,868

31.'t2.2002

Share Share
capital premium

Mandatory
capital Retained ProfiUloss for

reserve earnĪngs the year ĪotaI
2.875,424 724,233 287,542 6,509,735 (1,254,703) _3142_231_

Allocation of the
loss for 2002
Loss for 2003
31.12.2003

0 0 (1,254,703) 1,254,703 0
0 0 0 0 ( 4 , 3 9 9 , 6 4 8 ) ( 4 , 3 9 9 , 6 4 8 )

2'875,424 724,233 287,542 5,255,032 (4'399'649 lļ42'583
Allocation of the
loss for 2003
Loss for 2004
31.12.2004

o 0 0 (4,399,648) 4,399,648 0
0 o 0 0 (1,076,875) (1,076,875)

2,875,424 724,233 287,542 855,384 (1,076,875) 3,665,708

The consolidated financial statements should be read in conjunction with the notes to and forming part
of the consolidated financial statements set out on pages 13 to 37.

The information in euros has been presented for the user's convenience and does not form part of the
audited consolidated financial statements.

ĮnitiaĪļed for identification p,.rrposes onTy
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Nw*ws &* thw ffisffŅss$$sm*ws $$mmsęm$m$ w*m*wmwwņRs
Fo| the yę61 ended 31 *ecemb*r 2004

Sig nificant accounting policies

AS Viisnurk (the ,.company,,) is a company domici|ed in Estonia. The conso|idated financiaļ statements
of AS Viisnurk comprise the company and its subsidiaries (together referred to as the "group").

ffi statement of compliance
The financial statements of AS Viisnurk have been prepared in accordance with Internationa| Financįa|
Reporting Standards (IFRS) issued by the lnternational Accounting Standards Board (IASB) and the
interpretations issued by the lnternational Financial Reporting Interpretations Committee (lFRlC).

ffi Bases of preparation
In compliance with Tallinn Stock Exchange rules, the financial statements are presented in Estonian
kroons (EEK) and in euros ( €). The measurement currency of AS Viįsnurk is the Estonian kroon. The
Estonian kroon is pegged to the euro at the rate of EEK 15.64660 to €1. The information Īn euros has
been presented for the user's convenience and does not form part of the financial statements. The
financial statements have been prepared, in all material respects, on the historical cost basis.
Differences between the figures for the parent and the group are immaterial. Therefore, only the figures
for the group have been reported.
Group enterprises use uniform accounting policies. There have been no significant changes in
accounting policies compared to the previous year.

ffi Foreign currency
Transactions in foreĪgn currencies are trans|ated to Estonian kroons at the foreign exchange rates ru|ing
at the date of the transaction. Monetary assets and liabilities that are denominated in a foreign currency
at the balance sheet date are translated to Estonian kroons using the exchange rates ruling at that date.
Foreign exchange differences arising on translation are reported in the income statement. Non-monetary
assets and ļiabi|ities denominated in foreign currencies, which are stated at historica| cost, are translated
to Estonian kroons at the foreign exchange rates ruling at the date of the transaction.

ffi Gash and bank balances
Cash and bank balances comprise cash in hand and at bank.

ffi Receivables
Receivables are carried at cost less impairment losses (see policy M). lrrecoverable receivables are
written off the balance sheet.

ffi tnventories
Inventories are carried at the lower of cost and net realisable value. Work in progress and finished
goods are stated at product cost, which includes direct and indirect costs of production. Inventories are
recognised as an expense using the weighted average cost formula.

ffi lnvestments in debt and equity securities
Avai|ab|e-for-sale įnvestments are recognised/derecognised by the group on the date it commits to
purchase/sell the investments. Available-for-sale investments are reported at fair value.

ffi subsiaiaries
Subsidiaries are enterprises controlled by AS Viisnurk. Control is presumed to exist when AS Viisnurk
has the power, directly or indirectly, to govern the financiaT and operating policies of an enterprise so as
to obtain benefits from its activities. The financial statements of subsidiaries are included in the
consolidated financialstatements from the date the control commences untilthe date the control ceases.
At 31 December 2004 AS Viisnurk had three wholly owned subsidiaries: Skano oÜ, Visu oÜ and |sotex
oÜ.

Įnirialled for identification purposes orrTy
A l lk i rjastatud iclentifi tseerimįseks
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Nņtes lo tįtg *orrs*ļidgfed fĪ*aneigļ st*įements

ffi easis of consolidation
On consolidation, the financial statements of the parent and its subsidiaries are combined line-by-line so
that the financial statements reflect the results of the parent and its subsidiaries as those of a single
enterprise. All intra-group balances and transactions and any unrealised gains and losses arising from
intra-group transactions are eliminated.

ffi Investment property
lnvestment properties are items of rea| estate that are he|d to earn renta|s or to benefit from an Īncrease
in value, or both. Investment properties are reported at cost.
Investment properties are depreciated over their estimated usefuI lives using the straight-ļine method.
The annual depreciation rates applied are 2.5 -15%.

ffi Tangible assets
Purchases are recognised as tangible assets if their cost exceeds EEK 10,000 and estimated useful life
extends beyond one year. ltems of smaller value are recognised as an expense on implementation.
Tangib|e assets are carried at cost |ess accumu|ated depreciation and impairment |osses (see po|Īcy M).
Īhe cost of se|f-constructed assets includes direct and indirect costs of construction. Renovation and
improvement costs are added to the cost of tangible assets only when they increase future economic
benefits that can be exoected from the assets.

ffi Depreciation
Tangible assets are depreciated over their estimated useful lives using the straight-line method. The
following annual depreciation rates are applied:
. buildings and constructions 2.5 -15%
. machinery, plant and equipment 10 - 25%
r motor vehicles
o other equipment and fixtures

10  - 2 0%
20 - 40Yo

ffi lmpairment
At each balance sheet date management assesses whether there is any indication that an asset, other
than inventories (see policy F) may be impaired. lf any such indication exists, the asset is tested for
impairment and its recoverable amount measured. The recoverable amount is the higher of the asset's
net selling price and value in use. In determining value in use, estimated future cash flows are
discounted to their present value by applying a pre-tax discount rate which reflects the time value of
money and the risks specific to the asset. When an asset does not generate independent cash flows,
the recoverable amount of the cash generating unit to which the asset belongs is determined.
An impairment loss is recognised when the recoverable amount of an asset or the cash-generating unit
to which the asset belongs is less than the carrying amount of the asset or the cash-generating unit. An
impairment loss is recognised in the income statement.

The recoverable amount of the group'S receįvabļes is ca|cu|ated as the present va|ue of expected future
cash flows, discounted at the original effective interest rate inherent in the asset. Receivables with a
short duration are not discounted.

ffi Intangible assets
Intangible assets are stated at cost less accumulated amortisation and impairment losses (see policy
M). ltems are amortised over their estimated useful lives (2.5-5 years) on a straight-line basis.

ffi Operating and finance lease
Leases are recognised as operating and finance leases based on the economic substance of the
transaction. Leases that transfer substantially all the risks and rewards of ownership to the lessee are
classified as finance leases. All other leases are treated as operating leases.
Assets held under finance lease are carried as tangible assets at cost, which is equal to the discounted
present value of the minimum lease payments at the inception of the lease, less accumulated
depreciation and impairment losses (see policy M).
Assets held under finance lease are depreciated similarly to other tangible assets over their estimated
useful lives (see policy L).

Įnitiaļļed for identification purposes oniy
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