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BRIEF DESCRIPTION OF BALTIKA GROUP

The Baltika Group, with the parent company AS Baltika, is an international fashion retailer operating in the
Baltic States, Central and Eastern BpgoThe Baltika Group operates four retail concepts: Monton, Mosaic,
Baltman and Ivo Nikkolo. The Group employs a vertically integrated business model which means that it
controls all stages of the fashion process: design, manufacturing, supply chaiemeantglistribution/logistics

and retail sales. The Group also sells its collections wholesale.

The shares of AS Baltika are listed on the Tallinn Stock Exchahgsh belongs to the NASDAQ OMX Group

At 30 SeptembeR009, the Group employet, 757people(31 DecembeR008: 1,988).

The parent company is located and has been registe2dd/aerenniin Tallinn, Estonia.

The Group consts of the following companies:
Holding at  Holding at

Location Activity 30.09.2009 31.122008
Parent company
AS Baltika Estonia
Subsidiaries
OU Baltman Estonia Retail 100% 100%
SIA Baltika Latvija Latvia Retail 75% 75%
UAB Baltika Lietuva Lithuania Retail 100% 100%
Baltika Ukraina Ltd Ukraine Retail 99% 99%
OO0 Kompania 0B Russia Retail 100% 100%
Baltika Poland Sp.z.o.0. Poland Retalil 100% 100%
Baltika Retail Czech Republic s.r.c Czech Republic Retalil 100% 100%
QY Baltinia AB Finland Distribution 100% 100%
Baltika Sweden AB Sweden Distribution 100% 100%
OU Baltika Tailor Esbnia Production 100% 100%
AS Virulane Estonia Production 93.34% 93.33%
OU Baltika TP Estonia Real estate manageme 100% 100%
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MANAGEMENT REPORT

Consolidated financial results,9 months 2009

FINANCIAL HIGHLIGHTS

- Q3 revenue 225.1 million kroons33%yoy)

- Q3 retail sales 198.3 million kroons30% yoy)

- Q3 gross margin 50% (Q3 2008: 52%)

- Q3 operating loss 23.9 million kroons, a 9.5 million kroons improvement on Q2 (Q3 2008: operating profit
13.4 million kroons)

- Q3 net loss 28.8 million kroasn a 6.0 million kroons improvement on Q2, net loss excluding the effect of
exchange rate fluctuations 22.3 million kroons (Q3 2008: net profit 13.6 million kroons)

- 9M revenue 660.2 million kroons26% yoy)

- 9M net loss 126.2 million kroons (9M 200&et profit 21.4 million kroons)

- Growth in sales area 18% yoy

By the end of the third quarter Baltika had generally adapted to the ongoing economic crisis in its markets.
Operating expenses and inventories had been lowered to levels correspondingrealsaeés by the crisis. By

the end of September, consolidated retail sales per square metre and inventories had dropped by 36% and 30%
yoy respectively. Average store operating expenses had decreased by 29% yoy.

Normalised inventory levels allowed achiey the highest gross margin of the yed&0% in the third quarter
against 42% and 48% for the first and second quarters respectively.

In addition to the economic crisis, at the beginning of the new season sales were undermined by unusually warm
weathepr evai l ing at the end of August and throughout Se,
level of stores) succeeded in ending the third quarter with a profit.

Al together, the Groupbs performanert 8 ehpedthatridomau.ar
trend in the quarterly results is particularly visible in net loss excluding currency fluctua@dns52.2 million

kroons ¢3.3 million euros); Q237.2 million kroons {2.4 million euros); Q323.3 million kroons {1,5 million

euros).

In the light of stabilised sales, improved margins and the-adhg measures that will be applied until the
yeare n d , Balti kads management s e e s -owenygaorestlts misubsequent f or a
guarters.

Baltika Group ended the third quarter with revenue of 225.1 million kroons (14.4 million euros), a 33.2%
decrease yoy. Retail revenue for the third quarter shrank by 29.7% yoy. At constant exchange rates, retalil
revenue contracted by 14%. Gross margin forthivel quarter was 50% (Q3 2008: 52%). Within the first nine
months Baltika opened 22 new stores and closed 15, the total sales area growing by 18% yoy.

REVENUE

Revenue by business segment

EEK million Q3 2009 Q3 2008 +/- 9m 2009 9m 2008 +/-
Retail 198.3 282.1 -29.7% 599.3 770.4 -22.2%
Wholesale 25.8 54.4 -52.6% 59.4 115.6 -48.6%
Other 1.0 0.4 150.0% 1.5 1.5 0%
Total 225.1 336.9 -33.2% 660.2 887.5 -25.6%

EUR 1 = EEK 15.6466

RETAIL

As a result of the overall economic recession and a decline in consursep e ndi n g ,-moBth fethii kads n
revenue from the Baltic region, Eastern Europe and Central Europe decreased by 22%, 24% and 6% yoy
respectively. Comparable store revenue for the first nine months shrank by 28% yoy. Comparable store revenues

in locd currencies dropped by 7% in Russia while growing by 7% in Ukraine.
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Retail sales by market

EEK million 9m 2009 9m 2008 +/- Percentage, 9n2009
Lithuania 141.7 174.0 -19% 24%
Estonia 136.6 175.3 -22% 22%
Russia 117.7 144.0 -18% 19%
Ukraine 90.8 131.6 -31% 16%
Latvia 77.8 108.8 -28% 13%
Poland 23.3 24.9 -6% 4%
Czech Republic 11.4 11.8 -3% 2%
Total 599.3 770.4 -22% 100%

EUR 1 = EEK 15.6466

In terms of brands, Mont on accounted for 54% -or 323
month retail revenue, a 24% decrease yoy. Mosaic contributed 34% or 203 million kroons (13.0 million euros), a
21% decline yoy. The hardelsit by the economic crisis and the general deterioration in the retail sector was
Baltman, whose ninenonth sales ampped by 27% to 42 million kroons (2.7 million kroons). The only brand

that posted growth in the first nine months was Ivo Nikkolo (+12%) whose sales rose to 30 million kroons (1.9
million euros).

STORES AND SALES ARE

At the end of September 2009, BkidtiGroup had 141 stores with a total sales area of 29,277 square metres.
Compared with September 2008, the retail system grew by 16 stores and over four thousand square metres (net),
the sales area operated by the Group increasing by 18%.

Stores by market
30 September2009 30 September2008

Lithuania 36 29
Estonia 32 30
Russia 30 22
Ukraine 21 22
Latvia 15 16
Poland 5 4
Czech Republic 2 2
Total stores 141 125
Total sales area, sgm 29,277 24748

In the first nine months, Baltika opened 22 ssofthree in the third quarter) including seven taken over from a
Russian wholesale partner and closed 15 (six in the third quarter). According to plan, in the fourth quarter four
more stores will be opened. Concurrently with store openings, several sitirbe closed. The number of
stores that will be closed in the fourth quarter may extend to five.

On 13 August AS Baltika started the liquidation of Baltika Retail Czech Republic s.r.o. As anticipated,
throughout the statp period the subsidiary, ebtshed in 2007, has been generating a loss. The global
economic crisis that emerged at the end of 2008 has lessened the parent company's ability to continue supporting
the lossgenerating subsidiary.

According to management's estimates, -recurring liquidation expenses may anmuto up to 10 million
kroons (0,6 million euros). At the same time, the discontinuance of the Czech operations is expected to improve
the Groupds f i nanCbyadundd®emilionkroorE® midionieuros)2 0 1

WHOLESALE

Wholesale revenues for the first nine months totalled 59.4 million kroons (3.8 million euros), a 48.6% decrease
yoy. The downturn stems largely from the takeover of stores from the Russian wholesale partner and the
reclassification of associated whsale revenue as retail sales. The decrease in consumption has triggered a
decline in wholesale orders in the Baltic countries and Russia. On the other hand, cooperation with
Peek&Cloppenburg, a leading European department store chain, is continuingsiiulsce the Mosaic



AS Baltika Consolidated interim report f@3 and 9 months cf009 (unaudited)

collection is being sold in 18 department stores across Germany, Austria and Poland. Orders for the second half
year are almost twice as large as for the first-hedr.

EARNINGS AND MARGINS

The Groupds per f or nsaomglyenfluented BytileSecohomis redessionnthat has reduced
sales, lowered profit margins, triggered currency devaluations and required adjustment of operating expenses to
the new sales trends. If in the first hg#far the Group concentrated on adaptimventory levels to the new sales
figures and making cost saving decisions, then in the third quarter the focus shifted on maintaining the cost base
and financing purchases for the autumn season so as to secure achievement of the sales targetsnatgrgross

for the first nine months was 47% (9M 2008: 55%) while gross profit dropped by 36% yoy to 310 million kroons
(19.8 million euros).

The Groupds results remained adversely i mpacted by t
Accordingto the exchange rates quoted by the Bank of Estonia, compared with a year ago the average exchange
rates for the first nine months weakened as follows: the Ukrainian hrd@%, the Polish zloty21%, the

Russian roublel7.4% and the Czech korur& 7%.

An important step in cutting the costs of the retail system is reducing store operating expenses including rental
charges. In this area, some success has already been adhiswagpared with the first nine months of 2008
average store operating exgen per square metre decreased by 228ntal costs dropped by 21% and
personnel expenses by 25%. The corresponding figures for the third quarter-2@8fefor store operating
expenses;29% for rental costs an@2% for personnel expenses. Thanks torggfmade, in the third quarter the

retail system began generating a profit (at the store level). The Group is continuing negotiations with shopping
centres regarding better lease terms and is closing any inefficient stores.

Distribution costs for the fat nine months decreased by 50.3 million kroons (3.2 million euros)-$8%4), the
figure for the third quarter declining by 28.0 million kroons (1.8 million euros) yb8%). At the same time,
the sales area grew by 18%.

Thanks to costutting, adminétrative and general expenses for the first nine months decreased by 15% yoy and
the personnel expenses of Baltikabés Estonian manuf ac!
million euros) yoy.

Owing to exchange rate fluctuations, the Graus f i nanci al result for the firs
foreign exchange losses of 14.4 million kroons (0.9 million euros), including exchange losses of 6.5 million
kroons (0.4 million euros) incurred in the third quarter. For comparison, foretdraege losses for the first nine

months of 2008 totalled 1.8 million kroons (0.1 million euros) including third quarter exchange gain of 2.0

million kroons (0.12 million euros).

Baltika ended the third quarter of 2009 with an operating loss of 23.@mktoons (1.5 million euros), a 9.5
million kroon (0.6 million euro) improvement on the second quarter. The third quarter of 2008 ended in an
operating profit of 11.8 million kroons (0.8 million euros). In the first quarter of 2008, the Group benefited fr
investment property revaluation gains of 11.25 million kroons (0.7 million euros) that were recognised as other
operating income. In 2009, there has been no similar income.

The Groupdbs EBI TA has been i mpr ovidingeptpmberitwasmpdsitive (|1 os s
for the first time also on a monthly basis.

In connection with growth in borrowings, interest expenses for the first nine months totalled 10.5 million kroons
(0.7 million euros), a 2.3 million kroon (0.15 million euro) iease on a year ago.

The Group ended the first nine months of 2009 with a consolidated net loss (after tax and minority interest) of
126.0 million kroons (8.1 million euros). The Groupds
million euros), a 6.2 million kroon (0.4 million euro) improvement on the second quarter. The third quarter for

2008 ended with a net profit of 13.6 million kroons (0.9 million euros).

FINANCIAL POSITION

At 30 September 2009, B a edt 74X railbos kraorms (48.6 milliahaetresy 388s s et s
million kroons (2.5 million euros) down from the previous yead.
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Compared with the end of 2008 the Groupbs trade and
million euros) to 75.4 millia kroons (4.8 million euros). Within the same period, trade and other payables
decreased by 24.0 million kroons (1.5 million euros) to 127.9 million kroons (8.2 million euros). Although trade
payables still represent a problem area where adjustment hdmemwtcompleted, in the third quarter they

dropped by 11.4 million kroons (0,73 million euros) and should continue decreasing until tengeat the

end of September, inventories totalled 215.1 million kroons (13.8 million euros), 25.4% down fronu tbe e

2008 ¢73.3 millionkroons#4 . 7 mi I I i on euros) despite the periodds 8¢

At the end of September, the Groupébés borrowings total
bank loans of 355.6 million kroons (Z2million euros) and finance lease liabilities of 6.4 million kroons (0.4

million euros). Compared with the end of 2008, the debt burden has expanded by 89.7 million kroons (5.7
million euros), 75.8 million kroons (4.8 million euros) of which representadatition to existing construction

|l oans. The growth in the Groupds debt burden is 1larg
that was financed solely with bank loans. At the end of September, borrowings related to real estate dgvelopme
totalled 144.6 million kroons (9.2 million euros).

Construction | oans have i neéeadng babililies tesseashGandbank badancasgt d et
to equity ratio, which at the end of September 2009 stood at 176%. At the end oh@@@8responding figure
was 65.6%.

INVESTMENT

The Groupds investments for the first nine months of
2008: 97.7 million kroons /6.2 million euros). Investments in the Baltika Quarter totalled 7158 fioons

(4.8 million euros), investments in the retail system amounted to 15.8 million kroons (1.0 million euros) and
other investments totalled 5.9 million kroons (0.4 million euros).

PEOPLE

At the end of September 2009, Baltika Group employed71(36 September 2008: 1,921) people, including 966

(939) in the retail system, 603 (754) in manufacturing and 188 (228) at the head office. The number of staff
empl oyed outside Estonia totalled 768 ( 7agebhnymberefpr esent
staff was 1,840 (9M 2008: 1,941).

The Groupds employee remuneration expenses for the f
9.6 million euros (9M 2008: 174.4 million kroons / 11.1 million euros), a 14% decrease yoygiiteeificludes

the remuneration of the members of the supervisory council and management board of 3.0 million kroons / 0.2
million euros (9M 2008: 3.1 million kroons / 0.2 million euros). In the third quarter, the fees paid to members of

the supervisory cawcil and management board dropped by 11.5% to 0.98 million kroons / 0.06 million euros.

ANNUAL GENERAL MEETING

The annual gener al meeting that convened on 18 June
boardbs profit al |op20@8t Tiheo genenal eneating mesolvedahatithe met Ibss for the year

ended 31 December 20@8 18,947 thousand kroons (1,2tousand euros) should be charged to retained
earnings.

The annual general meeting appointed AS PricewaterhouseCoopers as the audi o f the company?o
financial statements for 2009 and Lauri Kustaa Aima as a member of the supervisory council.

I'n addition, the annual gener al meeting decided to i1
shares. Share capitaias increased by arranging a direct placement to professional investors. The subscription
price was 10 kroons (0.64 euros) per share and the total issue size was 40 million kroons (2.6 million euros).

The general meeting decided that 1,850,000 converbbhds with a par value of 0.1 kroons (0.0064 euros)
should be issued within the framework of the Groupds
holder to subscribe for one share in the company. The shares may be subscribed for from 31JDgcember

2012 and the issue price of a share is 12 kroons (0.77 euros).

The gener al meeting also amended the companyo6s Artic
motions passed.
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KEY FIGURES OF THE ®OUP (SMONTHS 2009)

30.09.209 30.09.2008 +/-
Revenue (EEK million) 660,2 887,5 -25,6%
Retail sales (EEK million) 599,3 770,4 -22,2%
Share of retail sales in revenue 91% 87%
Number of stores 141 125 12,8%
Sales area (sqm) 29 277 24 748 18,3%
Number of employees (end of period) 1757 1921 -8,5%
Gross margin 47,0% 54,7%
Operating margin -17,0% 3,2%
EBT margin -19,0% 2,3%
Net margin -19,1% 2,4%
Current ratio 1,0 1,6 -37,5%
Inventory turnover 3,76 4,90 -23,2%
Debt to equity ratio 178,9% 69,9%
Return on equity -78,7% 7,0%
Return on assets -25,7% 3,3%

EUR 1 = EEK 15.6466

Definitions of key ratios

Gross margin = (Revenu@ost of goods sold)/Revenue
Operating margin = Operating profit/Revenue

EBT margin = Profit before income tax/Revenue

Net margin = Net profit (atilbutable to parent)/Revenue
Current ratio = Current assets/Current liabilities
Inventory turnover = Revenue/Average inventories*
Debt to equity ratio = Interedtearing liabilities/Equity

Return on equity (ROE) = Net profit (attributable to parent)/Avesgéty*
Return on assets (ROA) = Net profit (attributable to parent)/Average total assets*

*Based on 12Znonth average
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MANAGEMENT B OAORBRVATIGN OF THEM ANAGEME NT REPORT

The management board confirms that the management report presents a true and fair view of all significant
events that occurred during the reporting period as well as their impact on the condensed consolidated interim
financial statements; incled the description of major risks and doubts influencing the remainder of the financial
year; and provides an overview of all significant transactions with related parties.

Meelis Milder Ulle Jarv

Chairman of the management board Member ofthe)management board
17 November2009 17 Novem 2009

Boriss Loffenfeld Maire Milder

Member of the management board Member of the management bgard
17 November 2009 17 November 2009

Andrew Paterson
Member of the managememvard
17 November 2009
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INTERIM FINANCIAL STATEMENTS

MANAGEMENT B O/AORBRVATIGN OF THE F INANCIAL S TATEMENTS

Themanagementboadonf i rms the correctness and completeness ¢
for thethird quarterand 9monthsof 2009 as presented on pagkk 35.

The management boambnfirms that:

1. the accounting policies and presentation of information is in compliance with International Financial
Reporting Standards as adopted by the European Union

2. the financial stiements give a true and fair view of the assets and liabilities of the Group comprising of the
parent company and other Group entities as well as its financial position, its results of the operations and the
cash flows of the Group; and its cash flows

3. dl group companies are going concerns.

Meelis Milder Ulle Jarv

Charman of themanagement board Member df thgnanagement board
17 November 2009 17 Novem 2009
BorissLolfenfeld Maire Milder

Member of themanagement board Member of themanagement bogrd
17 November 2009 17 November 2009

Andrew Paterson
Member of the management board
17 November 2009

1C
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CONSOLIDATED STATEMENT OF FINANCI AL POSITION

(in EEK thousand)

ASSETS

Current assets

Cash and bank

Trade and other receivables
Inventories

Total current assets
Non-current assets
Deferred income tax assets
Other noRrcurrent asset
Investment property
Property, plant and equipment
Intangible assets

Total non-current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Current liabilities
Borrowings

Trade and other payables
Total current liabilities
Non-current liabilities
Borrowings

Other liabilities

Deferred income tax liability
Total non-current liabilities
TOTAL LIABILITIES

EQUITY

Share capital at par value
Reserves

Retained earnings

Net profit (loss) for the period
Currency translation reserve

Note

© 00N

1011
12

10
12

13
13

Total equity attributable to equity holders of the parent

Minority interest
TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

11

30.09.2009

5,498
75,377
215,149
296,024

5,547
8,383
207,364
164,221
61,089
446,604
742,628

117,909
175,933
293,842

244,109
79
2,196
246,384
540,226

226,449
26,133
81,487

-126,162
-8,137

199,770

2,632
202,402
742,628

31.12.2008

8,671
98,369
288,431
395,471

5,547
6,103
134,098
180,580
59,604
385,932
781,403

103,967
207,946
311,913

168,388
0

2,196

170,584

482,497

186,449
26,133
108,722
-18,HA7
-7,165
295,192
3,714
298,906
781,403
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CONSOLIDATED STATEM ENT OF FINANCIAL POS ITION
(in EUR thousand)
Note 30.09.2009

ASSETS

Current assets

Cash and bank 3 351
Trade and other receivables 4 4,817
Inventories 514 13,751
Total current assets 18,919
Non-current assets

Deferred income tax assets 355
Other norcurrent asset 6 536
Investment property 7 13,253
Property, plant and equipment 8 10,496
Intangible assets 9 3,904
Total non-current assets 28,543
TOTAL ASSETS 47,463
EQUITY AND LIABILITIES

Current liabilities

Borrowings 10 7,536
Trade and other payables 12 11,244
Total current liabilities 18,780
Non-current liabilities

Borrowings 10 15,601
Other liabilities 12 5
Deferred income tax liability 140
Total non-current liabilities 15,747
TOTAL LIABILITIES 34,527
EQUITY

Share capital at par value 13 14,473
Reserves 13 1,670
Retained earnings 5,208
Net profit (loss) for the period -8,063
Currency translation reserve -520
Total equity attributable to equity holders of the parent 12,768
Minority interest 168
TOTAL EQUITY 12,936
TOTAL LIABILITIES AND EQUITY 47,463

12

31.12.2008

554
6,287
18,434
25,275

355
390
8,570
11,541
3,809
24,666
49,941

6,645
13,290
19,935

10,762

140
10,902
30,837

11,916
1,670
6,949
-1,211
-458
18,866
237
19,104

49,941
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CONSOLIDATED STATEMENT OF COMPREH ENSIVE INCOME

(in EEK thousand)

Revenue
Cost of goods sold
Gross profit

Distribution costs

Administrative and general expenses
Other operating income

Other operating expenses

Operating profit (loss)

Financial income (expenses)
Interest expenses, net
Foreign exchange income (losses,) net
Other finangal income (expenses), net

Profit (loss) before income tax
Income tax

Net profit (loss)

Profit (loss) attributable to:
Equity holdes of the parent company
Minority shareholders

Other comprehensive income (loss)
Currency translation differences
Total comprehensive income (loss)

Comprehensive income (loss) attributable to:

Equity holders of the parent company
Minority shareholders

Basic earnings per share, EEK
Diluted earnings per share, EEK

Note Q3 2009

14,15 225,132
16 -111,460
113,672

17 -120,461
18 -10,135
19 607
20 -7,552
14 -23,869

-4,447
-4,622
172

3

-28,316
-112

-28,428

-28,778
350

3,811
-24,617

-24,967
350

21 -1.%4
21 -1.54

13

Q3 2008

336,896
-162,376
174,520

-148,510
-11,075
688
-2,217
13,406

-1,566
-3,143
1,584
-7

11,840
690

12,530

13,624
-1,094

-901
11,629

12,733
-1,104

0.73
0.73

9m 2009

660,181
-350,140
310,041

-376,760
-31,696
642
-14,604
-112,377

-13,309

-10,470
-2,837
-2

-125,686
-344

-126,030

-126,162
132

-2,184
-128,214

-127,134
-1,080

-6.77
-6.77

9m 2008

887,471
-401,693
485,778

-427,086
-37,222
12,917
-5,758
28,629

-8,314
-8,232
-356
274

20,315
-408

19,907

21,435
-1,528

-72
19,835

21,712
-1,877

1.15
1.15
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CONSOLIDATED STATEME NT OF COMPREHENSIVE INCOME

(in EUR thousand)

Revenue
Cost of goods sold
Gross profit

Distribution costs

Administrative and general expenses
Other operating income

Other operating gpenses

Operating profit (loss)

Financial income (expenses)
Interest expenses, net
Foreign exchange income (losses,) net
Otherfinancial income (expenses), net

Profit (loss) before income tax
Income tax

Net profit (loss)

Profit (loss) attributable to:
Equity holders of the parenbmpany
Minority shareholders

Other comprehensive income (loss)
Currency translation differences
Total comprehensive income (loss)

Comprehensive tome (loss) attributable to:

Equity holders of the parent company
Minority shareholders

Basic earnings per share, EUR
Diluted earnings per share, EUR

Note Q3 2009

14,15 14,389
16 -7,124
7,265

17 -7,699
18 -648
19 39
20 -483
14 -1,526
-284

-295

11

0

-1,810

-1,817

-1,839
22

244
-1,573

-1,596
22

21 -0.10
21 -0.10

14

Q3 2008

21,532
-10,378
11,154

-9,492
-708
44
-142
857

-100
-201
101
0

757
44

801

871
-70

-58
743

814
-71

0.05
0.05

9m 2009

42,193
-22,378
19,815

-24,079
-2,026
41
-933
-7,182

-851
-669
-181

0

-8,033
-22

-8,055

-8,063
8

-140
-8,194

-8,125
-69

-0.43
-0.43

9m 2008

56,720
-25,673
31,047

-27,296
-2,379
826
-368
1,830

-531
-526
-23
18

1,298
-26

1,272

1,370

1,268
1,388
-120

0.07
0.07
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CONSOLIDATED CASH FL OW STATEMENT
(in EEK thousand)

Operating activities
Operating profit (loss)
Adjustments:

Depreciation, amortisation and impairment of PPE and intangibli

Loss (gain) from disposal of PPE and investment property
Loss (gain) from revaluation of investment property
Other noamonetary expenses
Changes in working capital:
Change in trade and other edaables
Change in inventories
Change in trade and other payables
Interest paid
Income tax paid
Net cash generated from operating activities

Investing activities

Acquisition of property, plant and equipment, intangibles, thereof
Under the finance lease terms

Proceeds from disposal of property, plant and equipment

Investments in subsidiaries

Interest received

Net cash used in investing activities

Financing activities

Received borrowings

Repayments of borrowings

Change in bank overdraft

Repaynents of finance lease and other liabilities
Receipts from contributions into share capital
Transaction costs of issuing preference shares
Bonds transactions

Net cash generated from financing activities
Effect of exchange gains (losses) on cash and cash equivalents
Total cash flows

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Change in cash and cash equivalents

Note

12

8,9

10
10
10

11

9m 2009
-112,377

36,529
717

0
1,474

13,656
73,282
-32,167
-10,577
1,276
-28,187

-94,378
3,775
713

-2

14
-89,878

135,266
-26,705
-26,778
-3,374
40,000
-865
185
117,729
-2,837
-3,173

8,671
5,498

-3,173

9m 2008
28,629

33,748
1,441
-11,250
616

-18,742
-68,249
68,522
-8,369
-5,657
20,689

-97,737
3,783
427
-3,328
100
-96,755

94,009
-17,016
15,567
-2,603
0

0
-29,999
59,958
-65
-16,173

31,494
15,321

-16,173
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CONSOLIDATED CASH FL OW STATEMENT
(in EUR thousand)

Operating activities
Operating profit (loss)
Adjustments:

Depreciation, amortisin and impairment of PPE and intangibles

Loss (gain) from disposal of PPE and investment property
Loss (gain) from revaluation of investment property
Other noamonetary expenses
Changes in working capita
Change in trade and other receivables
Change in inventories
Change in trade and other payables
Interest paid
Income tax paid
Net cash generated from operating activities

Investing activities

Acquisition of property, plant and equipment, intangibles, thereof
Under the finance lease terms

Proceeds from disposal of property, plant and equipment

Investments in sulidiaries

Interest received

Net cash used in investing activities

Financing activities

Received borrowings

Repayments of borrowings

Change in bank overdraft

Repaymets of finance lease and other liabilities
Receipts from contributions into share capital
Transaction costs of issuing preference shares
Bonds transactions

Net cash generated from financing activities
Effect of exchange gains (losses) on cash and cash equivalents
Total cash flows

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Change n cash and cash equivalents

16

Note

8.9

12

8,9

10
10
10

11

9m 2009

-7,182

2,335
46

0

94

873
4,684
-2,056
-676
82
-1,801

-6,032
241
46
-0.1

5,744

8,645
-1,707
-1,711

-216

2,556

12
7,524
-181
-203

554
351

-203

9m 2008
1,830

2,157
92
-719
39

-1,198
-4,362
4,379
-535
-362
1,322

-6,247
242
27
-213
6
-6,183

6,008
-1,088
995
-166
0

0
-1,917
3,832
-4
-1,034

2,013
979

-1,034
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(in EEK thousand)

Balance & 31.12.2007
Comprehensive income
Acquisition of minority
interest

Balance at 30.09.2008

Balance at 31.12.2008
Comprehensive income
Change in retained earnings
Increase of share capital
Acquisition of minority
interest

Balance at 30.09.2009

Share
capital

186,449
0

0
186,449

186,449
0
0
40,000

0
226,449

Reser
ves

26,133

Re-
tained
ear-
nings

108,722
21,435

0
130,157

89,775
-126,162
-8,288

0

0
-44,675

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(in EUR thousand)

Balance at 31.12.2007
Comprehensive income
Acquisition of minority interest
Balance at 30.09.2008

Balance at 31.12.2008
Comprehensive income
Change in retained earnings
Increase of sharcapital
Acquisition of minority interest
Balance at 30.09.2009

Re-

tained

Share Reser ear-
capital ves  nings
11,916 1,670 6,949
0 0 1,370

0 0 0
11,916 1,670 8,319
11,916 1,670 5,738
0 0 -8,063

0 0 -530
2,556 0 0
0 0 0
14,473 1,670 -2,855

17

Cur-
rency
transla-
tion
reserve

8,131
277

0
8,408

-7,165
-972

0

0

0
-8,137

Cur-
rency
transla-
tion
reserve

520
18
0
537

-458
-62

-520

Total
attribu -
table to

parent

329,435
21,712

0
351,147

295,192
-127,134
-8,288
40,000

0
199,770

Total
attribu -
table to

parent

21,055
1,388
0
22,442

18,866
-8,125
-530
2,556
0
12,768

Mino -
rity
interest

9,911
-1,877

-3,328
4,706

3,714
-1,080

Mino-
rity
interest

633
-120
-213

301

237
-69
0

0
-0.1
168

Total

339,346
19,835

-3,328
355,853

298,906
-128,214
-8,288
40,000

-2
202,402

Total

21,688
1,268
-213
22,743

19,104
-8,194
-530
2,556
-0.1
12,936
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NOTES TO CONSOLIDATED INTERIM REPORT

NOTE 1 Accounting policies and accounting rathods used irthe preparation of the interim r eport

The Groupbdbs condensed consolidated interim report fo
IAS 34 dnterim Financial Reportirdy as adopted by the European Unidhe interim report has been prepared
in accordance with the principal accounting policies

financial statements for 2008. The accounting policies for preference shares and compound financial instruments
that have been added are describedhia note. The interim report should be read in conjunction with the

Groupds |l atest consolidated annual report for 2008,
Financial Reporting Standards. New and revised standards effective fromatyJa@09 and their impact on the
Groupbs financi al statements are described in this nog

cost convention, as modified by the revaluations of investment property, which are presented at fais value
disclosed in the accounting policies presented in the 2008 annual report.

All information in the financial statements is presented in thousands of Estonian kroons and thousands of euros,
unless otherwise stated. The Estonian kroon is pegged to thatetlre rate of EUR 1 = EEK 15.64@Bue to
rounding of euros to the nearest thousanittimetical inaccuracies up tothousanceurc may occur

Thi s interim report has not been audited or ot her wi
consoidated reports.

Comparability

The financial statements have been prepared in accordance with the consistency and comparability principles,
the nature of the changes in methods and their effect is explained in the respective notes. When the presentation
of items in the financial statements or their classification method hascbeeged then also the comparative
information of previous periods has been restated.

Pursuant to the changes in IASPresentation of Financial Statements, which came into &gad 1 January

2009, theconsolidated income statementréplaced by a consolidated statement of comprehensive income in

current interim reporting. The statement of comprehensive income effectively combines the income statement

and all norowner changesn equity into a single statement. In connection with the compilation of the
consolidated comprehensive income statement the presentation of the report on changes in equity is also
changed, and instead of the fAbdl procse ts lhemdt 4 st lues etder nl
presentation of basic reports and new terms do not affect the recognition of transactions and balances or the
accounting principles.

IFRS 8, Operating Segments requires an entity to report financial and descnfuiveation about its operating
segments, with segment information presented on a similar basis to that used for internal reporting purposes and
used by the chief operating decision maker. In connection with adoption of the standard as of 1 January 2009 are
instead of previously reported geographical and business segments the following operating segments (areas)
disclosed: Retail Baltic region, Retail Eastern Europe, Retail Central Europe, Wholesale and Real estate
management. The operating segments aretifdghon the basis how of the internal reports are used by the

Gr o unmsagement in order to assess performance of the operating segment and allocate resources.

Share capital

Ordinary shares are classified in equity. The costs directly related tosttanée of shares are recognised as a
reduction of the equity item fiShare premi umo. Prefere
to the notion of equity instrument or compound financial instrunier.costs directly related to theussice of

shares are recognised as a reduction of the equity by the equity instrument and as a reduction of the liability and
equity in proportion by the compound financial instrument.

Compound financial instruments

Compound financial instruments issuedthg group comprise convertible notes that can be converted to share
capital at the option of the holder, and the number of shares to be issued does not vary with changes in their fair
value. The liability component of a compound financial instrumentdsgrised initially at the fair value of a

similar liability that does not have an equity conversion option. The equity component is recognised initially at
the difference between the fair value of the compound financial instrument as a whole and thledaif the

liability component. Any directly attributable transaction costs are allocated to the liability and equity
components in proportion to their initial carrying amounts.

18



AS Baltika Consolidated interim report f@3 and 9 months cf009 (unaudited)

NOTE 2 Financial risks

In its daily activities, the Group is exposed to elifint types of risk management, which is an important and
integr al part of the business activities of the comp
di fferent risks is a key variabl e ftaeafinesrisleas &potentigd6s pr o
negative deviation from the expected financial results. The main risk factors are market (including currency risk,
interest rate risk and price risk), credit, liquidity and operational risks.

The basis for risk management tae Group are the requirements set by the Tallinn Stock Exchange, the
Financial Supervision Authority and other regulatory bodies, adherence to generally accepted accounting

principles, as well as the compan)y sk managémemnt meludesr egul a
identification, measurement and control of risks. The management of the Parent company plays a major role in
managing risks and approving risk procedures. The s

supervisesthe magee ment 6 s ri sk management activities.

The management of the Groupds Parent company consi de
most significant risk for the Group.

Market risk
Foreign exchange risk

Sales in foreign currencies constitu®% of the revenues of the Group and are denominated in LTL (Lithuanian
lit), LVL (Latvian lat), UAH (Ukrainian hryvnia), PLN (Polish zloty), RUR (Russian rouble), CZK (Czech
koruna) for the foreign subsidiaries of the Group and in EUR (euro) for thetlParapany and the subsidiaries
located in Estonia. The majority of raw materials used in production is acquired from countries located outside
of European Union. The major currencies for purchases are EUR (euro) and USD (US dollar).

Trading with the coumtrparties in countries belonging to the European Monetary Union is handled only in euros.
Estonian kroon is pegged to the euro thus no foreign exchange gains (losses) arise on the transactions in euro. As
the Groupbds mai n r ev ahe prieces of goods s ¢he harketsrarerfieet ia & lbcal suaréneys |,
and consequently, changes in foreign currency exchan
pricing of goods at the stores in those markets. In addition, a change in tleenécenvironment and relative
appreciation/depreciation of a local currency may greatly affect the purchasing power of customers in the market

of the respective segment.

The Groupds results are open to f | ancktoonanthoserauntriesm f or e
where AS Baltika has subsidiariéhe changes in average foreign currency rates against Estonian kroon in the
reporting period were the followingd:atvian lat-0.63% (2008:-0.08), Russian rouble17.41% (20@B: -4.88%),

Ukrainian hryvnia-32.68% (2008:-8.31%), Polish zloty-2158% (2008: +1.66%) and Czech korung5.69%

(2008: +1.17%). The Lithuanian lit and Estonian kroon are pegged to the euro. The change in average rate of

US dollar in the reporting period wasl148% (2008 -11.62%). The Groupds foreign ex
increased significantly as a result of the devaluation of the Ukrainian hryvnia and the Russian rouble in the
fourth quarter of 2008 when they weakened against the Estonian kroon by 34% and 12% respatiivehe

first quarter of 2009 these currency rates did not s$ignificant decrease.

Foreign exchange risk arises from cash &aak (Note 3), trade receivables ¢i¢ 4) and trade payables
(Note12).

The Gr o tcyrrérd bomowings carrying floag interest rate were denominated in euros, therefore no
currency risk is assumed.

No instruments were used to hedge foreign currency risks i@ 206 20@. Based on the mana
assessment, the effect of losses resulting from changes in foreignaies does not exceed the risk tolerance
determined by the Group. If feasible, foreign currencies collected are used for the settling of liabilities measured

in the same currency.

Interest rate risk

As the Groupb6s cash anidntcersens te qruatvea,l etnies Graocupyd d iixredo
are substantially independent of changes in market interest rates.
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The Groupo6s interest r-eireatborrovnigs issued as floaingnmeeiest datg anfl thus m n o r
exposingthe&oup to cash flow interest rate risk. The expos:¢
borrowings is insignificant according to the managem

have short maturities, expiring within aayeor have no term (overdraft). Interest rate risk is primarily caused by
the potential fluctuations of Euribor and the changing of the average interest rates of banks.

All non-current borrowings at 38eptembeR009 and 31 December 2008 were subjee fi@ating interest rate

based on Euribor, which is fixed every three or six months. The Group analyses its interest rate exposure on a
dynamic basis. Various scenarios are simulated taking into consideration refinancing, renewal of existing
positions andhlternative financing.

The Group uses no hedging instruments to manage the risks arising from fluctuations in interest rates.

Price risk

The Group is not exposed to the price risk with respect to financial instruments as it does not hold any equity
secuities.

Credit risk

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit
exposures to wholesale and retail customers, including outstanding receivables and committed transactions.

Cash and ash equivalents

For banks and financial institutions, only independen
for operations in the Baltic and Central European regionastloag m count er parti es. For Ea
rating is coniglered acceptableT he Gr oup has chosen banks with AAO0 r &
managing the cash and cash equivalents and financing

Trade receivables

The most significant credit risk concentratito the Group arises from the wholesale activities in Eastern

Europe. For thevholesale customers, their financial position, past experience and other factors are taken into
consideration as the basis for creditconttot c or di ng t o t Higy, ndGoolateraldHtesequre thel i t  p o
trade receivables are required from counterparties but instead, deliveries, outstanding credit amount and
adherence to agreed dates are monitored continuously.

At 30 SeptembeR009 the maximum exposure to credit riskrirtrade receivables (Note 4) anmbed to 40,952
thousand kroon2(617thousand eurQq31 December 2008: 48,949 thousand kroons/3,128 thousand euros) on
a net basis after the allowances. The trade receivables from E&steypean clients amounted to 247
thousand kroong1,556 thousand eurgsincluding balances with the Easterar&pean wholesale partners of
22,486 thousand kroong1,437 thousand eurdg(31 December 2008: 38,083 thousand kroons/2,434 thousand
euros) and balances with retail custonfersbank card payments of@861thousand kroongl19 thousand eurds

(31 December 2008: 2,490 thousand kroons/159 thousand euros).

Trade receivables past due six months and more were partially impaired thus the difference between the carrying
value and reoverable amount was recognised as an impairment loss (Note 4).

Sales to retail customers are settled in cash or using major credit cards, thus no credit risk is involved except the
risk arising from financial institutions selected as approved countep&tr edi t ri sks arising f
seasonal production and sales cycle are temporary.

Liquidity risk

Liquidity risk is the potential loss that would occur from the limited or insufficient financial (cash) resources to

meet the obligations arisifgr om t he Groupds activities. Management m
equivalents to settle the I|liabilities and finance th
forecasts.

To manage liquidity risks, the Group usesfetfiént financing instruments such as bank loans, overdrafts,
commercial bond issues, monitoring of receivables and purchase comr&teup current account/overdraft

facility is in use for more flexible management of liquid assets, enabling Group corepan t 0 use t he G
resources up to the limit established by the Parent company.
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Financial liabilities by maturity at 30 September 2009

EEK '000 Carrying 9-12" 1-5 Over 5

amount months years years Total
Bank borrowings (Note 10) 343,998 11,255 244203 149,270 404728
Finance lease liabilities (Note 10) 10,412 1,545 9,816 0 11,361
Trade payables (Note 12) 127,876 127,876 0 0 127,876
Other payables (Note 12) 47,550 47,550 0 0 47,550
Total 529,836 188226 254,019 149,270 591515
EUR '000 Carrying 9-12" 1-5 Over 5

amount months years years Total
Bank borrowings (Note 10) 21,986 719 15,607 9,540 25,866
Finance lease liabilities (Note 10) 665 99 627 0 726
Trade payables (Note 12) 8,173 8,173 0 0 8,173
Other payables (Note 12) 3,039 3,039 0 0 3,039
Total 33,863 12,030 16,234 9,540 37,804

'Financial liabilities due in current financial year.

Financial liabilities by maturity at 31 Decenber 2008

EEK '000 Carrying 1-12 1-5 Over 5

amount months years years Total
Bank borrowings (Note 10) 262,215 112,904 125,071 89,167 327,142
Finance lease liabilities (Note 10) 10,140 3,446 7,352 0 10,798
Trade payables (Note 11) 151,938 151,938 0 0 151,938
Other payables (Note 11) 55,638 55,638 0 0 55,638
Total 479,931 323,926 132,423 89,167 545,516
EUR '000 Carrying 1-12 1-5 Over 5

amount months years years Total
Bank borrowings (Note 10) 16,759 7,216 7,993 5,699 20,908
Finance lease liabilities (Note 10) 649 220 470 0 690
Trade payables (Note 11) 9,711 9,711 0 0 9,711
Other payables (Note 11) 3,555 3,556 0 0 3,556
Total 30,673 20,702 8,463 5,699 34,865

Overdraft facilities are shown under bank borrowings payable withl2 fnonths in the amount afised
exposure available for the Group. For interest bearing borrowings carrying floating interest rate based on
Euribor, the spot rate has been used.

Operational risk

The Groupbs operations are mostly aff eetsamdichdmgesibh he cyc
competitive positions, as well as risks related to specific markets (especialiungpean Union markets
Russia and Ukraine).

To manage the risks, the Group attempts to increase the flexibility of its operations: the sales vaduthes a
activities of competitors are also being monitored and if necessary, the Group makes adjustments in price levels,
marketing activities and collections offered. In addition to central gathering and assessment of information, an
important role in angking and planning actions is played by a market organisation in each target market
enabling the Group to obtain fast and direct feedback on market developments on the one hand and adequately
consider local conditions on the other.

As improvement of fleh i | ity plays an i mportant role in increasi
efforts are being made to shorten the cycles of business processes and minimise potential deviations. This also
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helps to improve the relative level and structure of inwentt es and t he fashion coll ect
expectations.

The most i mportant operating risk arises from the Gr
customer expectations and the goods that cannot be sold when expected anétasl bidgther important risk
is that the Groupbs information technology system i s

of information for decisionmaking purposes.

To ensure good collections, the Group employs a strong teamigheeswho monitor and are aware of fashion

trends by using internationally acclaimed channels. Such a structure, procedures and information systems have
been set up at the Group which help daily monitoring of sales and balance of inventories and using the
information in subsequent actids.l n or der to avoid supply probl ems, C O
procurement intermediaries as well as fabric manufacturers has been expanded.

The unavoidable risk factor in selling clothes is the weathete@imns are created and sales volumes as well as
timing of sales is planned under the assumption that regular weather conditions prevail in the target arkets
case weather conditions differ significantly from normal conditions, the actual salgs resyl significantly
differ from the budget.

Capital risk management

The Groupbdbs objectives when managing capital are to
concern in order to provide returns for shareholders and benefits for othehodtigke and to maintain an

optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares
or sell assets to reduce debt.

Consistent with industry practice, the Group monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total equity. Net debt is calculated as total borrowings (including current and
non-current borrowings as shown in the consolidated balance sheet) less cash and cash equivalents. Total capital
is calculated as the sum of equity as shown in the consolidatadce sheet and net debt. At Bthe2009 the

gearing ratio increasid 64%. The Gr oupsés net dleds earnednrc2009 ard ek todhee t o
loan taken to finance construction of a new office building; postive cash flow from rental income is generated
starting from the second half of 2009.

Gearing ratios of the Grouwp

EEK '000 EUR '000

30.09.2009 31.12.2008 30.09.2009 31.12.2008
Total borrowings (Note 10) 362,018 272,355 23,137 17,407
Cash and bank (Note 3) -5,498 -8,671 -351 -554
Net debt 356,520 263,684 22,786 16,852
Total equity 202,402 298,906 12,936 19,104
Total capital 558,922 562,590 35,722 35,956
Gearing ratio 64% 47% 64% 47%
Fair value
The Group estimates that the fair values of the assets and liabilities denominated in the balance sheet at
amortised cost do not differ significantly from their ggirn g amounts presented in t he

balance sheett 3 September20® and 31 December 280 As t he -@&rnmohompodisgs havenag
floating interest rate that changes along with the changes in market interest rates, the discolsgdraethe
discounted cash flow model are applied to calculate the fair value of borrowings. Therefore, management
estimates that the fair value of leteym borrowings does not significantly differ from their carrying amounts.
The carrying amount less ampairment provision of trade receivables and payables is assumed to approximate
their fair values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the
future contractual cash flows at the current market inteagstthat is available to the Group for similar financial
instruments.
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NOTE 3 Cash andbank

EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
Cash in hand 2,345 2,241 150 143
Cash at bank 3,153 5,547 201 355
Shortterm deposits 0 883 0 56
Total 5,498 8,671 351 554
Cash and bank by currency
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
CZK (Czech koruna) 1,352 2,415 85 154
UAH (Ukrainian hryvnia) 896 1,401 57 90
RUB (Russian rouble) 783 1,089 50 70
EEK (Estotian kroon) 777 1,096 50 70
LTL (Lithuanian lit) 637 926 41 59
PLN (Polish zloty) 469 300 30 19
LVL (Latvian lat) 403 1,375 26 88
EUR (euro) 181 43 12 3
USD (US dollar) 0 26 0 2
Total 5,498 8,671 351 554
NOTE 4 Trade and other receivable
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
Trade receivables, net 40,952 48,949 2,617 3,128
Other prepaid expenses 19,135 24,406 1,223 1,560
Tax prepayments and tax reclaims, thereof 12,752 20,840 815 1,332
Value added tax 11,711 18,319 748 1,171
Prepaid income tax 0 136 0 9
Other taxes 1,041 2,385 67 152
Other current receivables 2,538 4,174 162 267
Total 75,377 98,369 4,817 6,287
Trade receivables
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
Trade reeivables, gross 41,161 56,760 2,630 3,628
Allowance for impairment of trade receivables -209 -7,811 -13 -499
Trade receivables, net 40,952 48,949 2,617 3,128
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Trade receivables (netby due date

EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
Not due 22,054 39,383 1,410 2,517
Up to 1 month past due 1,150 7,882 73 504
1-3 months past due 1,557 1,679 100 107
3-6 months past due 5,985 5 383 0
Over 6 months past due 10,206 0 652 0
Total 40,952 48,949 2,617 3,128
Trade receivables(net) by denominating currency
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
EUR (euro) 29,672 39,700 1,896 2,537
EEK (Estonian kroon) 8,125 4,670 519 298
RUB (Russian rouble) 1,384 1,061 89 68
LVL (Latvian lat) 633 1,154 41 74
LTL (Lithuanian lit) 517 929 33 59
UAH (Ukrainian hryvnia) 477 1,249 30 80
PLN (Polish zloty) 110 119 7 8
CZK (Czech koruna) 34 67 2 4
Total 40,952 48,949 2,617 3,128
NOTE 5 Inventories
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.20@
Fabrics and accessories 27,974 48,384 1,788 3,092
Allowance for impairment of fabrics and accessot -200 -200 -13 -13
Work-in-progress 1,282 4,758 82 304
Finished goods and goods purchased for resale 185,309 236,051 11,844 15,086
Allowance for im@irment of finished goods and
goods purchased for resale -1,300 -6,600 -83 -422
Prepayments to suppliers 2,084 6,038 133 386
Total 215,149 288,431 13,751 18,434
NOTE 6 Other non-current assets
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
Non-current lease prepayments 8,383 6,103 536 390
NOTE 7 Investment property
EEK '000 EUR '000
Balance at 31 December 2007 11,250 719
Additions 40 3
Revaluation 11,250 719
Balance at 30 September 2008 22,540 1,441
Balance at 31 Deember 2008 134,098 8,570
Additions 73,266 4,683
Balance at 30 September 2009 207,364 13,253
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Investment property consists of 4,500 square metres ofdadtbrmer productiorbuilding that was renovated
and turnedinto office building, locatedat 24Veernni in Tallinn, EstoniaConstruction of aw office was

finished in June 2009.

NOTE 8 Property, plant and equipment

Land and Buildings Machinery Construc-
EEK'000 construc- and and  Other tion in Pre-

tion rights  structures equipment fixtures progress payments Total
At 31 December 2007
Acquisition cost 2,113 113,430 98,437 116,685 26,879 1,362 358,906
Accumulated depreciatiol 0 -37,740 -70,339 -47,729 0 0 -155,808
Net book amount 2,113 75,690 28,098 68,956 26,879 1,362 203,098
Additions 0 13,750 8,288 10,468 59,403 929 92,838
Disposals 0 -105 247 1,427 -89 0 -1,868
Reclassification 0 0 0 900 0 -900 0
Depreciation 0 -10,772 -4,530 -14,890 0 0 -30,192
Currency translation
differences 0 235 -48 -306 27 0 -92
At 30 Septembe 2008
Acquisition cost 2,113 119,735 103,673 120,951 86,220 1,391 434,083
Accumulated depreciatiol 0 -40,937 -72,112 -57,250 0 0 -170,299
Net book amount 2,113 78,798 31,561 63,701 86,220 1,391 263,784
At 31 December 2008
Acquisition cost 2,113 123,096 106,998 117,239 2,361 174 351,981
Accumulated depreciatiol 0 -41,897 -73,922 -55,582 0 0 -171,401
Net book amount 2,113 81,199 33,076 61,657 2,361 174 180,580
Additions 0 6,559 572 12,124 608 127 19,990
Disposals 0 -637 -213 -560 0 0 -1,410
Reclassification 0 0 6,145 -3,967 -2,178 0 0
Depreciation 0 -12,505 -6,334 -13,695 0 0 -32,534
Currency translation
differences 0 -446 -363  -1,378 -196 22 -2,405
At 30 September 2009
Acquisition cost 2,113 126,850 106,794 122,417 595 279 359,048
Accumulated depreciatiol 0 -52,680 -73,911 -68,236 0 0 -194,827
Net book amount 2,113 74,170 32,883 54,181 595 279 164,221

Land and Buildings Machinery Construc-

EUR '000 construc- and and  Other tion in Pre-

tion rights structures equipment fixtures  progress payments Total
At 31 December 2007
Acquisition cost 135 7,249 6,292 7,458 1,718 87 22,938
Accumulated depreciatiol 0 -2,412 -4,495  -3,050 0 0 -9,958
Net book amount 135 4,837 1,797 4,407 1,718 87 12,980
Additions 0 879 530 669 3,797 59 5,933
Disposals 0 -7 -16 -91 -6 0 -119
Reclassification 0 0 0 58 0 -58 0
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Depreciation 0 -688 -290 -952 0 0 -1,930
Currency translation
difference$ 0 15 -3 -20 2 0 -6

At 30 September2008

Acquisition cost 135 7,652 6,626 7,730 5,510 89 27,743
Accumulated depreciatiol 0 -2,616 -4,609 -3,659 0 0 -10,884
Net book amount 135 5,036 2,017 4,071 5,510 89 16,859

At 31 December 2008

Acquisition cost 135 7,867 6,838 7,493 151 11 22,496
Accumulated depreciatiol 0 -2,678 -4,724  -3,552 0 0 -10,955
Net book amount 135 5,190 2,114 3,941 151 11 11,541
Additions 0 419 37 775 39 8 1,278
Disposals 0 -41 -14 -36 0 0 -90
Reclassification 0 0 393 -254 -139 0 0
Depreciation 0 -799 -405 -875 0 0 -2,079
Currency translation

differences 0 -29 -23 -88 -13 -1 -154

At 30 September 2009

Acquisition cost 135 8,107 6,825 7,824 38 18 22,947
Accumulated depreciatiol 0 -3,367 -4,724  -4,361 0 0 -12,452
Net book amount 135 4,740 2,102 3,463 38 18 10,496

'Amount of arrency translation difference&mmes from conversion of acquisition cost of assets, accumulated
depreciation and movements of assets during the reporting period.

NOTE 9 Intangible asses

Licenses,
EEK'000 software Trade-
and other marks Advances Goodwill Total

At 31 December 2007

Acquisition cost 32,549 10,060 1,341 25,234 69,184
Accumulated amortisation -10,104 -671 0 0 -10,775
Net book amount 22,445 9,389 1,341 25,234 58,409
Additions 4,595 0 264 0 4,859
Amortisation -3,180 -376 0 0 -3,556
Currency translation differences 38 0 -17 -268 -247
At 30 September 2008

Acquisition cost 37,259 10,060 1,588 24,966 73,873
Accumulated amortisation -13,361 -1,047 0 0 -14,408
Net book amount 23,898 9,013 1,588 24,966 59,465
At 31 December 2008

Acquisition cost 40,245 10,060 2,145 22,665 75,115
Accumulated amortisation -14,337 -1,174 0 0 -15,511
Net book amount 25,908 8,886 2,145 22,665 59,604
Additions 1,096 0 26 5,487 6,609
Disposals -20 0 0 0 -20
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Reclassification 1,298 0 -1,298 0 0
Amortisation -3,652 -377 0 0 -4,029
Currency translation differences 10 0 -98 -987 -1,075

At 30 September 2009

Acquisition cost 42,423 10,060 775 27,165 80,423
Accumulated amortisation -17,783 -1,551 0 0 -19,334
Net book amount 24,640 8,509 775 27,165 61,089
Licenses,
EUR '000 software Trade-
and other marks Advances Goodwill Total
At 31 December 2007
Acquisition cost 2,080 643 86 1,613 4,422
Accumulated amortisation -646 -43 0 0 -689
Net book amount 1,434 600 86 1,613 3,733
Additions 294 0 17 0 311
Amortisation -203 -24 0 0 -227
Currency translation differences 2 0 -1 -17 -16

At 30 September2008

Acquisition cost 2,381 643 101 1,596 4,721
Accumulated amortisation -854 -67 0 0 -921
Net book amount 1,527 576 101 1,596 3,801

At 31 December 2008

Acquisition cost 2,572 643 137 1,449 4,801
Accumulated amortisation -916 -75 0 0 -991
Net book amount 1,656 568 137 1,449 3,809
Additions 70 0 2 351 422
Disposals -1 0 0 0 -1
Reclassification 83 0 -83 0 0
Amortisation -233 -24 0 0 -258
Currency translation differences 1 0 -6 -63 -69

At 30 September 2009

Acquisition cost 2,711 643 50 1,736 5,140
Accumulated amortisation -1,137 -99 0 0 -1,236
Net book amount 1,575 544 50 1,736 3,904

'Amount of currency translation differences comes from conversion of acquisition cost of assets, accumulated
depreciation ath movements of assets during the reporting period.
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NOTE 10 Borrowings

EEK '000 EUR '000
30.09.2009 31122008 30.09.2009 31.12.2008

Current borrowings

Current portion of noiturrent bank loans 20,125 20,840 1,287 1,332
Current bank loans 91,143 80,052 5,825 5,116
Current finance lease liabilities 2,740 3,075 175 197
Convertible bonds and liability component of

preference shares 3,901 0 249 0
Total 117,909 103,967 7,536 6,645

Non-current borrowings

Noncurrent bank loans 232,730 161,323 14,874 10,310
Nortcurrent finance lease liabilities 7,672 7,065 490 452
Liability component of preference shares 3,707 0 237 0
Total 244,109 168,388 15,601 10,762

During the reporting period, the Group made loggayments in the amount 86,705 thousand kroongl, 707
thousand eurQg2008: 17,016 thousand kroon$/088thousand euros)nterest expense of the reporting periods
amounted tdl0,484 thousand kroons (670 thousand euros) (20@B89&housand kroonS85 thousand euros).
Interes expenses have been recognised ritt interest income under inEst expenses.

Bank loans of the Group at ® September2009

Carrying amount Average risk
EEK '000 EUR '000 premium
Borrowings at floating interest rate (based emdnth Euribor) 7,823 500 2.50%
Borrowings at floating interest rate (based em@&nth Euribor) 4,381 280 1.00%
Borrowings at floating interest rate (based em@nth Euribor) 288,474 18,436 3.10%
Borrowings at fixed interest rate (incl. overdraft) 43,320 2,769 7.52%
Total 343,998 21,985
Bank loans of theGroup at 31 December2008
Carrying amount Average risk
EEK '000 EUR '000 premium
Borrowings at floating interest rate (based emdnth Euribor) 7,823 500 1.50%
Borrowings at floating interest rate (based em@th Euribor) 6,676 427 1.25%
Borrowings at floating interest rate (based em@nth Euribor) 175,487 11,216 1.58%
Borrowings at floating interest rate (based emdnth Libor) 400 26 1.60%
Borrowings at fixed interest rate (incl. overdraft) 71,829 4,59 6.20%
Total 262,215 16,759

NOTE 11 Convertible bonds

The annual general meeting held on 18 June 2009 decided that 1,850,000 convertible ‘hamdis) @ith a par

value of 0.10 kroons (0.0064 euros) should be issued within the framework of thepGre manage me n
incentive program. Each bond entitles its holder to subscribe for one share of the company with a nominal value

of 10 kroons (0.64 euros). The share subscription period fbor@s shall be from 1 July 2012 until 31

December 2012. The shasabscription price is 12 kroons (0.77 eurd®)e aforementioned convertible bonds

have been recorded as a financial liability in full, as the equity component is immaterial.
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Bond conversion Number of convertible Number of convertible
Issue date period bonds 30.09.209 bonds 31.12.2008
G-Bond 30.06.2009 01.07.201231.12.2012 1,850,000 0
NOTE 12 Trade and other payables
EEK '000 EUR '000
3009.2009 31122008 30.09.009 31122008
Trade payables 127,876 151,938 8,173 9,711
Tax liabilities, thereof 29,039 31,422 1,856 2,008
Personal income tax 3,793 5,997 242 383
Social security tax and unemployment
insurance premium 10,452 12,295 668 786
Value added tax 14,329 11,722 916 749
Corporate income tax liability 52 0 3 0
Other taxes 413 1,408 26 90
Payables to employees and other accrued
expenses 18,511 24,216 1,183 1,548
Customer prepayments 507 312 32 20
Other current payables (convertible bonds) 0 58 0 4
Total 175,933 207,946 11,244 13,290
Non-current liabilitie s
Other liabilities 79 0 5 0
Other norcurrent liabilities consist of deferred income.
Trade payablesby denominating currency
EEK '000 EUR '000
30.09.2009 31.12.2008 30.09.2009 31.12.2008
EEK (Estonian kroon) 44,511 51,793 2,845 3,310
EUR (euro) 35,533 44,820 2,271 2,864
USD (US dollar) 32,924 42,790 2,104 2,735
LTL (Lithuanian lit) 6,030 2,544 385 163
CZK (Czech koruna) 4,036 2,164 258 138
RUB (Russian rouble) 2,212 4,832 141 309
LVL (Latvian lat) 1,292 840 83 54
PLN (Polish zloty) 409 1,581 26 101
Other currencies 929 574 59 37
Total 127,876 151,938 8,173 9,711
NOTE 13 Equity
Share capital
EEK '000 30.09.2009 31.12.2008
Share capital 226,449 186,449
Number of sharés 22,644,850 18,644,850
Nominal value of shares (EEK) 10.00 10.00
Statutory reserve 18,645 18,645
7,488 7,488

Revaluation surplus
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EUR '000 30.09.2009 31.12.2008
Share capital 14,473 11,916
Number of sharés 22,644,850 18,644,850
Nominal value of shares (EUR) 0.64 0.64
Statutory reserve 1,192 1,192
Revaluation surplus 478 478

'Shares comprise ordinary shares and preference shares of 186,449 thousand pieces and 4,000 thousand pieces
respectively. The 186,449 thousand ordinary shares are listed on the Tallinn Stock Exchange. The preference
shares arenlisted.

On 10 July2009 4 million preferred shares were subscribed by institutional investors in total amount of 40
million kroons (2.56 million euros).

The issued preferred shares shall grant its owner the preferential right to receive dividendsnouhteof 10%
annually within two years from the issuance of the preferred shares and thereafter shall have voting rights and
rights to receive dividends as stated in the Articles of Association.

Under theArticles of Association, theeco mpany 6 s narercapitabliisn103000 thousand krog6s391
thousand eurgsand the maximum share capital is 400,8@@usanckroons(25,565 thousand eurpsAll shares
have been paid for.

Change in the number of shares

Number of

Issue shares
Number of shares on 3112.2008 18,644,850
Issued 10.07.2009 Issue of preference shari 4,000,000
Number of shares on 30.09.2009, therec 22,644,850
Ordinary shares 18,644,850
Preference shares 4,000,000

Sharehdders a 30 September2009
Number of shares  Holding

BMIG OU 4,750,033  25.48%
Svenska Handelsbanken Clients 1,912,000 10.25%
Members of management and supervisory boards; persons and entities related to them
Meelis Milder 730,336 3.92%
Maire Milder 316,083 1.70%
Boriss Loifenfeld 200,366 1.07%
Ulle Jarv 50,600 0.27%
Andrew Paterson 11,000 0.06%
Other shareholders 10,674,432 57.25%
Total 18,644,850 100.00%
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Shareholders @ 31 December P08

Number
of shares Holding
BMIG OU 4,750,033 25.48%
Svenska Handelsbanken Clients 1,912000 10.25%
Central Securities Depository of Lithuania 1,538,974 8.25%
Members of management and supervisory boards and persons related to tt
Meelis Milder 730,336 3.92%
Maire Milder 316,083 1.70%
Boriss Loifenfeld 200,366 1.07%
AndresErm 108,000 0.58%
Ulle Jarv 55,370 0.30%
Andrew Paterson 11,000 0.06%
Other shareholders 9,022,688 48.39%
Total 18,644,850 100.00%

The 186,449 thousand ordinaghares of the Parent company are listed on the Tallinn Stock Exchange. The
Parentcompany does not have a controlling shareholder or any shareholders jointly controlling the entity. The
investment company OU BMIG is under the control of the management board members of the Parent company.

NOTE 14 Segmens

TheGr oup &s ¢ hieeidion maker is ghe manggenwnt board of the Parent company AS Baltika. The
Parent company6és management board reviews the Group?o:
allocate resources. Managembntirdhas determined the operating segtadrased on these reports.

Parent c o mp a n ybbasd asseasesa thee ppdonriance from operations area perspective i.e. the
performance of retail, wholesale and real estate management is assessed. Retail is further evaluated on a
geographic basis. Thetail segments are countries which belong to the same region and correspond to the same
criteria:

- Baltic region consists of operations in Estonia, Latvia and Lithuania;

- Eastern European region consists of operations in Russia and Ukraine;

- Centrd European region consists of operations in Poland and the Czech Republic.

The Parent ¢ 0 mp éaarg dssessan dhe peayfermemae tof the operating segments based o
measure of external revenue and profihe profit of an operating segment is igross profit less market
operating costs. Other operating income and expenses are not ingtutted internally generated financial
reports to assess the performance of the segmbatsegment inventories include those operating inventories
directly atributable to the segment or those that can be allocated to the particular segment. The inventories of the
Parent company and the production companies are disclosed as unallocated inventories.
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Real
. Retalil Retalil Retalil estate
EEK 000 Baltic Eastern  Central Whole- manage
region Europe Europe sale ment Total
9m 2009 and at 30 September 2009
Revenue (from external customers. 356,056 208,561 34,657 59,848 1,059 660,181
Segment profit (loss) 9,962 -24975 -17,183 14,936 370 -16,890
Inventores of segments 75,009 45,405 4,866 2,611 0 127,891
Other inventories 87,258
Total inventories 215,149
9m 2008 and at 30 September 2008
Revenue (from external customers 458,080 275,566 36,784 116,585 456 887,471
Segment profit @ss) 89,641 18,661 -8,309 31,899 105 131,997
Inventories of segments 79,854 49,288 5,265 6,686 0 141,093
Other inventories 147,854
Total inventories 288,947
Real
. Retalil Retalil Retalil estate
EUR 000 Baltic Eastern  Central Whole- manage
region Europe Europe sale ment Total
9m 2009 and at 30 September 2009
Revenue (from external customers. 22,756 13,329 2,215 3,825 68 42,193
Segment profit (loss) 637 -1,596 -1,098 955 24 -1,079
Inventories of segments 4,794 2,902 311 167 0 8,174
Other inventories 5,577
Total inventories 13,751
9m 2008 and at 30 September 2008
Revenue (from external customers. 29,277 17,612 2,351 7,451 29 56,720
Segment profit (loss) 5,729 1,193 -531 2,039 7 8,436
Inventories of segments 5,104 3,150 336 427 0 9,017
Other inventories 9,450
Total inventories 18,467
Reconciliation of segment profit to consolidated operating profit
EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Total profit for reportable segments -16,890 131,997 -1,079 8,436
Unallocated expenses:
Distribution costs -49,829 -73,305 -3,185 -4,685
Administrative and general expenses -31,696 -37,222 -2,026 -2,379
Other operating income (expenses), net -13,962 7,159 -892 458
Operating profit (loss) -112,377 28,629 -7,182 1,830
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NOTE 15 Revenue

EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Sale of goods 658,378 886,042 42,077 56,628
Lease revenue 1,058 456 68 29
Other 745 973 48 62
Total 660,181 887,471 42,193 56,720
NOTE 16 Cost ofgoodssold
EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Materials and supplies 276,244 311,906 17,656 19,934
Payroll costs in production 49,964 67,029 3,193 4,284
Operating lease expenses 7,314 8,049 467 514
Other production costs 5,244 7,090 335 453
Depreciation of assets used in production 3,325 3,378 213 216
Change in inventories 8,049 4,241 514 271
Total 350,140 401,693 22,378 25,673
NOTE 17 Distribution costs
EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Operating lease expenses 147,197 159,945 9,408 10,222
Payroll costs 130,409 150,690 8,335 9,631
Depreciation and amortisation 31,175 29,127 1,992 1,862
Advertising expenses 19,369 26,491 1,238 1,693
Fuel, heating and electricitysts 7,207 6,610 461 422
Municipal services and security expenses 6,687 6,197 427 396
Fees for card payments 4,372 5,901 279 377
Financial and management fées 3,036 3,029 194 194
Information technology expenses 2,717 2,435 174 156
Freight costs 2,663 4,717 170 301
Communication expenses 2,529 2,810 162 180
Travel expenses 2,067 3,983 132 255
Bank fees 1,701 1,831 109 117
Packaging costs 1,382 1,432 88 92
Expenses for uniforms 898 1,350 57 86
Renovation expenses of retail outlets 792 1,208 51 77
Training expenses 569 1,314 36 84
Other sales expenses 11,990 18,016 766 1,151
Total 376,760 427,086 24,079 27,296

YIn interim report for thehird quarter of 2008he financial aml management fees in amount ¢80 thousand

kroons (194housand ews) were recognised under other sales expenses. Finartiaaaagement fees consist

of accounting, auditing, consulting and managerfessd.
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NOTE 18 Administrative and generalexpenses

EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Payroll ®sts 15,986 18,237 1,022 1,166
Information technology expenses 3,509 3,761 224 240
Depreciation and amortisation 2,029 1,350 130 86
Operating lease expenses 2,040 3,029 130 194
Bank fees 1,675 1,152 107 74
Fuel, heating and electricity expenses 1,004 1,266 64 81
Communication expenses 610 588 39 38
Municipal services and security expenses 389 478 25 31
Training expenses 223 586 14 37
Sponsorship 368 1,168 24 75
Travel expenses 30 123 2 8
Other administrative expenses 3,833 5,484 245 350
Total 31,696 37,222 2,026 2,379
NOTE 19 Other operating income
EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Gain from revaluations of investment property 42 12 3 1
Gain from sale of nowurrent assets 0 11,250 0 719
Other operating income 600 1,65 38 106
Total 642 12,917 41 826
NOTE 20 Other operating expenses
EEK '000 EUR '000
9m 2009 9m 2008 9m 2009 9m 2008
Foreign exchange losses 11,553 1,461 738 93
Fines, penalties and tax interest 1,161 702 74 45
Representation costs 73 198 5 13
Other operating expenses 1,817 3,397 116 217
Total 14,604 5,758 933 368
NOTE 21 Earnings per share
Basic earnings per share
9m 2009 9m 2008
Weighted average number of shares pcs 18,644,850 18,644,850
Net profit (loss) attributable to equity la@rs of the parent EEK '000 -126,162 21,435
EUR '000 -8,063 1,370
Basic earnings per share EEK -6.77 1.15
EUR -0.43 0.07
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Diluted earnings per share
9m 2009 9m 2008

Weighted average number of shares pcs 18,644,850 18,644,850
Net profit (loss) attributable to equity holders of the parent EEK '000 -126,162 21,435
EUR '000 -8,063 1,370

Diluted earnings per share EEK -6.77 1.15
EUR -0.43 0.07

The average price (arithmetic average based on daily closing prices) B&lIA& shareon the Tallinn Stock
Exchangean Q3 2009was10.90 kroons(0.70 eurog (2008: 37.38 kroons2.39 euros).



