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COMBINED OFFERING OF
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AS Silvano Fashion Group (current registered na@¥#A Grupp AS; change of name pending) (t@®fhpany’) is a limited
liability company incorporated in Estonia. Alta Gtap Partners S.C.A., SICAR (the&selling Shareholdel and the Principal
Shareholder’) is offering up to 6,221,338 (six million, two hdred and twenty-one thousand, three hundred drtgl-#ight)
ordinary shares (theOffer Shares’) for sale in: (i) a public offering directed tastitutional investors in Poland (th&ublic
Offering”); and (ii) a private placement to selected ingiitnal investors outside of the United Statesdariain EU member states
other than Poland in compliance with Regulatiom8eau the U.S. Securities Act of 1933, as amendea “Rrivate Placement
and jointly with the Public Offering, theOffering”). In connection with and immediately after thef@ing, the Company will
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Shareholder at an issue price equal to the pricstme at which the Offer Shares will be soldhie ©ffering. The issue price of
the New Shares will be paid by the Selling Shamofrom the proceeds of the Offering.

The price of the Offer Shares (th®ffer Price”) will be determined by the Principal Shareholdexd the Company with the
agreement of the Lead Manager (as defined heremafh or about 11 July 2007. The Principal Shdddranay, in agreement
with the Lead Manager, change the terms and comditdf the Offering, including the total numbertioé Offer Shares that will
ultimately be subject to the Offering.

All shares in the Company are currently listed ba Main List of the Tallinn Stock Exchange (TSE:FN. Shares in the

Company were listed on the Investor List of thelifial Stock Exchange (the secondary list of theifallStock Exchange) from

May 1997 until 17 November 2006 and on the Mairt bisthe Tallinn Stock Exchange since that date.25nJune 2007 the
closing price of shares in the Company on the Aalbtock Exchange was EUR 5.65. No securities isbyethe Company are
currently admitted to trading on any other reguatearket. In connection with the Offering and tesuiance of New Shares,
based on this prospectus the Company will applyisting of: (i) all its shares, including the NeBhares (i.e. a total of up to
40,000,000 Shares), on the main market of the Wa&tack Exchange (thaV/SE"); (ii) the New Shares on the Main List of the
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This prospectus does not constitute an offer to $ebr the solicitation of an offer to buy, the Offe Shares to any person in
any jurisdiction in which it is unlawful to make any such offer to such person. The public offering othe Offer Shares is
being conducted only within the territory of Poland Neither the prospectus nor the Offer Shares havieeen registered or
approved in or notified to any regulatory authority other than in Estonia and Poland. For a descriptin of certain
restrictions on transfer please seeSelling Restrictions’.

By participating in the Offering or investing or tr ading in the Shares you acknowledge that such actiies involve risks.
While every care was taken to ensure that this progetus presents a fair and accurate overview of thisks related to the
Shares and the operations of the Company, the valu# your investment may be adversely affected by rcumstances that
are either not evident at the date hereof or not éected in this prospectus. For a discussion of c&in consideration which
should be taken into account in deciding whether tpurchase the Offer Shares please se&isk Factors'.

The shares are registered in the Estonian Cenégiskr of Securities under ISIN number EE31000Q175e delivery of the
Offer Shares will be made through the book-entcjlifees of Krajowy Depozyt Papierow Wadtiowych S.A. (the KDPW”).

@ UniCredit
Markets & Investment Banking
UNICREDIT CA IB POLSKA S.A.
Lead Manager and Book runner

|suPremMA]]
EVLI GROUP

AS SUPREMA SECURITIES
Co-Manager

26 June 2007



TABLE OF CONTENTS

INTRODUCTORY INFORMATION ....oiiiitiitieee ittt e ettt e e e ettt e e e e s sttt e e e e sstbe e e e e e e anbbeeeeeeeasnbbeeeeeesannnees 1
L€ T0 )Y/ =T g 11 o PP 1
Liability in ConNection With the PrOSPECIUS. . rvverrerieeieeeeeeee e e i ee e rreeeee e e e e e e s e e s e s s sssnnnenebesreeneeeeeeees 1.
Presentation Of INFOrMALION ........o.uiii i et s st e e e e s st e e e s s aneeee s 2
FOrward-LOOKING STAEIMENTS ........uueiieeiii oottt ettt e e e e e e e e s e e s s aaab bbb beeae et e e eaeaaaaaaaaaeeeesaaaan 7
USE OF thiS PrOSPECIUS ... eeeeeee ettt e e e e e e e e e e e e e e e aaebbab e e be et e e e eeaeeaaaaeeeaaaaannnnnn 7

SUMMARY ..ttt ettt e eamee e s ettt et e e s as ettt et e e e aas e ee et eee e e nbeeeeea e Rat e et eeeeanttteeeeeeanntteeeeeaannreeaeeanntraeaen 9
BUSINESS Of tNE GROUP ...ttt s+ttt ettt e 22 e a2 e e e e b et bttt e e e e e et e e e e eaaaaeaaaeesasaaaannnnnsnnneeeeens 9
StrategiC ODbJECtiVES OF thE GIOUP .........ei ettt e e e e et e e e e eeeaaaaaaaaeas 10
1070 101 0 1=] (1 TRV I N0 LY== Vo [ O PESR 11
Y (0 Tox (0= 0 £ TSI ] (o 11 ] PSR 12
[ [y (0] VA= TaTo I D T=1Y =1 (o] o) 41T o PP EERPRPRR 13
Management Of the COMPANY ......ccoiiiiiii e rr e e e e e e e e e e e e s s e s sseaannsnbentenneneeeeees 14
Articles of Association and Share Capital....cceceeiuereriiiiiiiiiiee e e e 51
Capitalisation and INAEDEANESS ............ccocmmmreeiiiiiie et e e e e e e e e raeaaaaaaaeese s s s s s nnnsnnrrerrenreees 15
Summary of Selected Financial INfOrMation ... .o i 15
L0110 [ = 4o 1 TR 17
IS = T4 (0] = PP PPPERPTUT RPN 17
[ = TToT ] g F= 1= T ] (o =T 3P PPPUPPT 18
Related Party TraNSACHONS ........coii ittt ettt e e e e e e e e e e e e e e e e e e e nnnnbbeb e baeeeeeeaaaaaans 18
AUAITOrS aNd LEQJAI AUVISOIS.......ciiiiiiiiii ettt et e e e e e e e e e e e et e bbbttt e et e e aaaaaaeeeaasaaa e nnsnnbesbeneeeeeeaeaaaans 18
L3 1= 1T Vo SO 18

RISK FACTORS ...t e ittt ettt et e a4 ekttt e e e s s et b e et e e e s s b et e e e s s n s b be e e e e e e nbbbe e e e e eansbbeeeaeeeansbeneeeeanneees 21
INAUSTIY-SPECIIC RISKS ...iiiiiiiiiiie i ceeeee e e e e e e e e e e e et e et s e e e et e e e e e reaeaeaaeeeaseesaessaansnnssssrnrnneneees 21
BUSINESS RISKS ....eeeiiiieiiiie ettt ettt e e e sttt e e s e st e et e e s e bbbt e e e e e s anbbe et e e e s anbbbeeesennnnneeeas 23
Risks Related to Operations in FOreign MarkelS . ...coooiiiiiiiiiee e e e rr e e e e e e e e e eee s 26
Risks Related to Shares, LiSting @nd TratiNgu e .cooeeiieiieeiiiiiiiiiieeeie e e e e e e e e s s e e e e e e eaaaeeeeeeeeaenan 28

REASONS FOR THE OFFERING AND USE OF PROCEEDS .....c..coiiiiiiiie ettt 32
REaS0NS fOr the OFfEIING .........eeiiiiieeeiieeeeee ettt e e e e e e e e e e e e be b e e eeeaaaaeas 32
USE OF PrOCEEUS ... ettt e e e e e e e e e e e e e e e e aabbabbe b b e e e et eeeeeaaaaeeeaaaaaannnnns 32

CAPITALISATION AND INDEBTEDNESS........ctttiiiiiiiiiiitee e siiiiie e e e s ssttteee e e e s atbaeeeeesssteeeeessnstbeeeaeessnsaneeeeesanns 33
Outstanding Financial INAEDIEANESS ...ttt e e e e e e e e e e e e e e e nnneees 33

DIVIDEND AND DIVIDEND POLICY ..ottiiiiiiiiiiiite ettt ettt ettt e e sttt e ae s s ntbte e e e e s annbtaeeaesannnsnneeeeas 35

PRO FORMA AND AGGREGATED FINANCIAL INFORMATION ......ctttiiiiiiiie et eiieee e sreeea e 37
Unaudited Pro Forma Financial INfOrmation........cc...eiiioiiiiiiii et 37
Pro Forma Group Consolidated Income Statement 2006.............ccooviiiiiiiiiiiiiiiieierrerr e e e e e seanneee 38
Auditors’ Report on the Pro FOrma INfOrmMation cocoo.......uuviiiiiiiiiiiiicice e e e
Unaudited Aggregated Financial INfOrMation ....cccccoeeeeooiii oo e e r e e e e e e e e e e

SELECTED FINANCIAL INFORMATION ...ciiiiiiiiiiiiscmmtieeiee e e s siiteee e e s ssttaeeeaeessntbaeeeessansseeeeesanstseeeeesssnssneeaeessns
FINANCIAl INFOIMIELION ...ttt e e e e e e e e e e e e e e et eeeeeeeaaaaaeaaas
L0110 [ = Ao 1 TR

RESULTS OF OPERATIONS AND OUTLOOK ... .ciiiiiiaeeeiiiiiteeseeittieee e s essiiteeeeesssnstaeasssssstaeeaesssssseneesssnnsnns
Y =T ToT gl B I=YY =] (0] o] 4 1=T 0 TR
Factors with Constant Effect on Results of Operatia
Interim Period Ended 31 March 2007 .......... o eeeeeesiiiiieiee et eee e sttt eessssseeee e e s sitss e e e e s snbeaeeeesannnsneeeeens
Year Ended 31 December 2006 (Pro Forma) Compar¥ddo Ended 31 December 2005 (Aggregated) ...51...
Year Ended 31 December 2005 Compared to Year EBti&kcember 2004 (Actual).........cccvvvvvvieeeeenrnnnen. 54
StrategiC ObJECtiVES Of the GIOUP .......uvetieemmmmr e eeeeeee e e et e et e e s es st e e e eeeeease s s e s ansserratbaaarerereeeaaeaeaeaes 56
Short Term GOalS fOr 2007 ......cciiiiiiieiteeeeee ettt ettt e e ettt e e e s teeeee s st bbe e e e e e s ansbeeeeeessansbbeeeeesannneeeeas 57
L070] 101 0 1= (1 TRV I N0 1Y 7= T = Vo [ PRER 58

INDUSTRY OVERVIEW AND COMPETITIVE POSITION ....cicceiiiiiie ettt et e e ssnnee e sninnneeae s 60
Clothing INAUSEIY iN GENEIAL ... ettt et e e e e e e e e e e s e e e e e e naab bbb re e e e e eeeaeaaaaeas 60
Macro-Economic Situation on the Relevant MarketS........ ... e e 60

OPERATIONS OF THE GROUP.......coiitiitiie ettt e e ettt e e s sttt e e e s et e e e eaantaaeeeesanssaaeeaeessnsssaeeaessnsssseeeeens 65



YIS TSI L A= W€ F= 1 (o] = 65

History and Development Of the GrOUP ...... . cccccmeeeeere e e et e e e e e e e e s s r e e e e e aaaaaaeeaeeeaanan 66
Recent M&A and Capital Markets ACHVILIES......ccceiiiie i e e e e rr e e e e e e e e e e e 71
Sales and DISLDULION .......oiiii e s e e s st e e e e e bbb e e e e e areeas 73
Product Development and Mark@tiNg...........ceceeeeerrrrrrrriierieeeeeesiisiiisseeersereereeeeaaeeeesesssssssssnsnssnsrssrereereeeeees 76
[ITo=T 0Py 1Yo = Lo @0 09T o] 7= Uy o= 10 SRR 78
YU o] o] 1= USROS 79
T 1] (LT Eo LI e (o] o T=T o U PPPRRPTT 81
Real Estate and Leased PremliSES ..ottt e et e e e e e e e e e e ettt eeeaaeaaaaaaaaaeasaasaaaaannnnns 82
Non-current assets and INVESIMENTS ........ ..ttt e e e e e e e e e e e e e ab b eeeeeeeeeeas 83
[0 gT0] (0770 01=T o 1 A PPPPPPUTT 84
Legal and Arbitration ProCEEAINGS ..........cocceeeiiii e e e e e e e e e e e e e e s e ssre e e e e eeeaeaaaeaaeaeessasansannnnnnns 85
Related Party TranSACHONS ..........coi ittt e et e e e e s e e e e e e e aeeeaeaeesesaa s s nsnntsebrssaenseeeraaaaes 86
STRUCTURE OF THE GROWUP .....ciiiiiiiitiiiie ettt ettt ettt e sttt e e s st e e e e s snbb et e e e e s annabseeeesannbaeeaeeas 88
SIGNIfICANT SUDSIIAINES ... . ..veiiiiiieiee st e e e e e e e e e e e e e s e e s e re e e aaaaeeeeeessassaaanansenebnesennreeeeaaaaeesanss 88
LT {001 o JX @4 1 - o PR 88
Brief Description Of GIrOUP ENLILIES .......uiiicccc it e e e e e e e e s s s se e e e rreeeaaaeaaeeeeseasaasannnnnes 89
COMPANY MANAGEMENT ....cittiiiee ettt e e e smnr e e e e ettt e e e s sastaeeeaeesastbseeaeeesassaeeaessassaaeeaeesasbaeeeeessassbeeaeeesanses 92
MaNAGEMENT BOGIES .....ciiiiiiiiie e ettt ettt e e e oo oot oo oottt e e et e e e e e e e e e e eaaeaa e e e nnsnebbbbesseeeaaaaanns 92
Management Board Of the COMPANY ........ . et e e e e e et e e e e e e aaaaaaaeaaaeaaan 93
COUNCIl Of thE COMIPANY ...ttt e e e e e oot e ettt e e et e e e e e e e e e e e e e e aa e e nnnbsnbenbaeeeeeeeaaaaens 95
Remuneration and BENETILS ......... e ittt e e e e e e e e e e e e e e e e e e nenaneaes 95
Y Eo TSI @ 1Y 1= T o 1T o LU PP U TR 96
OWNERSHIP STRUCTURE ......eiiiiiiiiiiiiite e mmeeee ettt e sttt e e s sttt e e saaaaae e e e s s sbbee e e e e s ansbbaeeeesannnnneeeeess or.
GENERAL CORPORATE INFORMATION AND SHARES......cottiitiitiei ettt 99
General Corporate INFOrMALION .........eei i e e e e e e e e s e s s e s s e e ar e rerereaaaaeaeaeas 99
ATTICIES OF ASSOCIALION ....eeiiiiiiitiie ettt e e e et e e e s s bbbt e e e e e atbbe e e e e e s antbbeeeeeesantbeeeeeane 99
Share Capital @NG SNAIES.........uuuuiieiis e e e e e e e e e e s e s er et aeeeeraataaaaaeessessasannsnnnsrannees 100
[R3=To =10 o o] 0 F-3R= 1 o I o [N o F= L1 o SRS 102
RIGhtS Of SNAr@NOIAEIS ... ... ettt e e e e e e ettt e et e e e e e e aaaaaae e s e s s e nnnnnnneees 103
Other IMPOITANT IMALIEEIS ...ttt ettt e et e e e e e e e e e e e s e e et be e ee e et e eeeaaaaaaaaaaeaesaaaaannnnsrnnaes 105
TAXATION ettt ettt e ettt e e e e st ta et e e e e s as e aaeeeaeessbeeeeeeaaaseeeeeesastbaeeaeesssbbaeeeeesansbaeeeeeaannrnneeeains 106
LS (o] 1= o 1 I T PSS PPPUPTRTT 106
o] 11 o T I P PPPPPTPURT 107
ESTONIAN SECURITIES MARKET ....tiiiiiiiiiiiiite ettt ettt e sttt e e e e e sttt e e e s saaae e e e e s anbbe e e e e e s anbbeaeeeeannsreeas 111
POLISH SECURITIES MARKET ....ctiiiiiiittittee et e sstteee e e e s sttteeaeesasntbeeeaeesasbteaassanstseeaessasntbeeeessssnsnseesesssnnnnns 116
TERMS AND CONDITIONS OF THE OFFERING .........teeeee ettt st e e 123
LT o1 = | PP PPPPRRTN 123
L 1o L o] (=T V=] (o £ SRR 123
Expected Timetable of the OffEriNg .......uuii e 23
[2ToTo] 1 ] 071 o 1 0o [P EUUUUUR 124
Determination of the Offer PriCe .......... i ettt 124
Final Number Of Offer Shares .......cooo oot eee s 124
Rules Governing Placing of Subscription OrdersIDares ...........coooiiiiiiiiiiiiiiiiiie e e 124
Rules Governing Payment fOr SNAres. ... ... ittt e e e e e 124
Allotment of Shares
[ 01T o SO PRPTT
L= 11T 0= o TSR RRR
Abandonment Of the OFfEIING .....ouviiiiiii e e et e e e e e e e e e e s e e s e e annenes 125
ISy o o ] = 4 SRR 126
L@ 1T (o] PSRRI 126
UNDERWRITING. .....etitiiei ittt ettt e ettt e e e e ekttt e e e e e sa bbb e e e e astbe e e e e e e ansbe e e e e e e e anbbeeeeeeeannbeeeeeennnres 127
(8o [=T T g g To Yo [(=T=] 01T o | PP PEUPPPUPPRRP 127
LOCK-UP AGIrEEIMENLS ....eeeiiiiiieiee ettt eeee ettt e e e e e e e oo oo oo oottt bttt e e e e e e e e e e e e e e s e e aa e e nnnbanbbnbensneeeeaeaaaans 127
Other ReIAHONSIIPS ...ttt ettt e e e e e e e e e e ettt ettt e et e e eeaeaaaaaaaaaaaeaeeaaaannnnee 127
SELLING RESTRICTIONS .....coiittiiiii ettt mmeteet e e e s sttt e e et ettt e e e s sstsaeeeesassaeeaeesassbsaeeaessnssaaeeeaesansssneeeenn 128



L8] (=T BT ¥= (=2 PSPPSR 128
EUrOPEAN ECONOMIC ATNBA.....iiiiiieee e e e i it st ccmmmme ettt ettt e etaaaaeeeaeessesaa s s aeaaeeaeeeeeaaaaeaeaeessesaaaasnnsesnesneenseeees 128
AUDITORS AND LEGAL MATTERS ... ..ttt ettt ettt e e e et e e e e s ent e e e e e e s nbbe e e e e e enneee 129
FINANCIAL STATEMENTS ...ttt ettt ettt e e e e sttt e e e e s e bee e e e s s b bbe e e e e e e annbeeeeeesannbbeeeeeeennnrees L3



INTRODUCTORY INFORMATION
. Beforereadmg this PmspeJ;tus please take notice of the follo ing important introductory 'infomaﬁion:

- The Offering and the listi

'es on the WSE
will be) conducted in d exists under
‘Estonian law.

The Persons Responsible
The persons responsible far :|() AS Silvano

~ Fashion Group (registered

: address. Akadeemla tee 33, Tal 'nn 12618, Estonia, operatmg under the current
T mgtsteredvbu!mess name

of PTA Grupp AS, change of name pending); and (ii) Alta Capital Partn . B
ddress 69, route d’Esch, L-1470 Luxembourg, the Grand Duchy of Lu‘emboutg) AS;' .
roup anfl Alta Capital Partners S.C.A., SICA Rucceptresponsibxhty for the completeness and
af the date | hercof of the information: comaind in this Prospectus. Havmg take: all mascnuble :
that such is the case, such- persons beheve that the mformatson contamed in thls s

AS Silvano Fnhion Group

Management Board: / )x?
; ‘elerl.b‘f\°\i %

Rem:gmsz Pilat

*Imbvgkkahung}:;

j ‘«ii?odblink‘ri




Exchange or the WSE). You also acknowledge thabtiteome of an investment decision can be affeloyecertain
risk factors (such as those presented in the seofithis Prospectus titledRisk Factory).

Please note that in the case of a dispute relatdust Prospectus the plaintiff may have to retmthe jurisdiction of
an Estonian court and consequently a need mayfarisiee plaintiff to cover relevant state fees arathslation costs
in respect to this Prospectus or other relevantichents.

Presentation of Information

Financial Information

With effect from 16 October 2006 the Company becamparent company of the Silvano Group, a group of
companies which manufacture and retail women’seliilg The shares in Silvano were exchanged foreSharthe
Company, as a result of which the shareholdersile&r® acquired close to 95% of the Shares in tben@any.
Therefore, the financial results of the Group toe year ended 31 December 2006 were affected tmsiderable
degree by the consolidation of the results of theaB8o Group. The consolidated revenues of thea®itv Group
comprised around 91% of the total consolidatedfprma revenues of the Group for the year ended 8debber
2006.

In connection with the above, the Company has pegpan unaudited aggregation of the income statesrand
balance sheets for the entities comprising the fras of and for the period ended 31 December 2@05 (
“Unaudited Aggregated Financial Informatior’), as well as a consolidated pro forma incomeest&nt for the
Group for the financial year ended 31 December 2@06fbined with the actual balance sheet as ofdhtg) upon
which the auditors of the Company have performedkwithe ‘Unaudited Pro Forma Financial Information”).
Such financial information is contained iRrb Forma and Aggregated Financial InformatfoiThe Unaudited Pro
Forma Financial Information and the Unaudited Agated Financial Information have been preparediustiate
the effect that the acquisition of Silvano Groupudohave had on the consolidated financial statésnefithe Group
if such transaction had occurred at the beginnindp® period of the pro forma and aggregated incatagzments,
respectively. The Unaudited Pro Forma Financiabimiation and the Unaudited Aggregated Financiarmftion
have been prepared solely for illustration purp@seasthere can be no assurance what the actudtsresuld have
been as at the specified date if the acquisitiosibfano Group had actually occurred on the dasssimed and
neither of the Unaudited Pro Forma Financial Infation or the Unaudited Aggregated Financial Infdiora
provide any indication of the consolidated finahcésults and position of the Group for any futpegiod.

In addition, as well as the consolidated finansit@tements of the Group for the year ended 31 Dieeer2006
(including comparable data for the year ended 3deDber 2005) prepared in accordance with IFRS apted by

the EU and audited by the independent auditorshéo Gompany, KPMG Baltics AS (theAtidited Financial
Statements of the Compan$), this Prospectus includes the consolidated firgnstatements for Milavitsa for the
year ended 31 December 2006 (including comparabla the year ended 31 December 2005) prepared in
accordance with IFRS and audited by KPMG Balticd @he “Audited Financial Statements of Milavitsd). The
consolidated revenues of Milavitsa comprised aroibfb of the total consolidated pro forma revendat® Group

for the year ended 31 December 2006.

The Prospectus also includes the interim cons@dlfihancial statements of the Group for the thmemths ended
31 March 2007 prepared in accordance with IFRS dmptad by the EU, which were published through the
information system of the Tallinn Stock Exchangel ammepared in accordance with IAS 34 “Interim Ficiah
Reporting” (the Unaudited Interim Financial Statements). This information has neither been audited nor
reviewed by an independent auditor.

The Audited Financial Statements of the Companyttieryears ended 31 December 2005 and 31 Decer@bédr 2
prepared in accordance with IFRS as adopted byEthewere published through the information systentheaf
Tallinn Stock Exchange and is incorporated in fhisspectus by reference with the exception of tilseudsion
relating on the results of the operations of theuprfor the year ended 31 December 2004 comparéuketyear
ended 31 December 2005, which is presentedRiestilts of Operation and Outldoklhe consolidated financial
statements of the Company for the years ended 8&rbleer 2005 and 31 December 2004 have been algita®
PricewaterhouseCoopers.

In 2005, the accounting principles applied by ttemPany were revised and certain information coringrithe
financial year ended 31 December 2004 that is¢tdtein the Company’s financial statements forytbar ended 31
December 2005 is restated accordingly. The changdbe accounting principles applied by the Compang



reflected in the Company’s financial statements thoe financial year ended 31 December 2005, whieh a
incorporated in this Prospectus by reference. @edhanges occurred in the accounting policieshef Company
between 2005 and 2006, which are summarised i€tmpany’s financial statements for the financiaryended
31 December 2006.

To the extent possible, the information containedhis Prospectus is taken or derived from theeaf@mtioned
audited statutory consolidated financial statemenfsom the aforementioned unaudited consolidatedforma and
interim financial statements of the Company. Intipatar, such information may be found under thetidas
entitled “Summary”, “Capitalisation”, “Selected fincial Information”, “Results of Operations and @ok” and
“Operations of the Group”. All other informationcliuded in this Prospectus (including certain infation
presented under the aforementioned Sections) edbas unaudited sources.

Unless specifically indicated otherwise, the coidsted financial information of the Group set forh this
Prospectus is based on the Unaudited Aggregatexhéiad Information and on the Unaudited Pro Fornmafcial
Information, and not on the actual results of tleenpany.

Certain financial and operational indicators that ot reflected in the interim financial statenseate not available
at the date of this Prospectus for the period ektenbeyond 31 December 2006, and therefore in scases
information has been presented for the financial yeded 31 December 2006 only.

No Significant Change

Since the end of the last period for which audftedncial information of the Company exists (i.eJdnuary 2006 —
31 December 2006), there has been no significaaigsh in the Company'’s financial or trading posit{@rithout
prejudice to any information presented in this Peasus) and the business of the Company has beeadcaut in
the ordinary course.

Information on the Silvano Group

The Silvano Group became a part of the Group o@di®ber 2006. While every effort has been maderésgnt a
fair and accurate account of all affairs of thev&ilo Group prior to such time (and in particular floe period
covered by historical financial information), suatcount is based on information provided to the gamy by the
management of Silvano and has not been indepegdantfied by the Company. The Company has assuoretthe
purposes of this Prospectus that all informatiaceneed from the management of Silvano is true amuect and
does not contain any omission that is likely teeffits import.

Information presented in certain sections of thisspectus and pertaining to the operations of 8dyd.auma
Lingerie and Linret, has not been audited. In thsecof Lauma Lingerie, such information is to aaiarextent
presented on the basis of the unaudited pro fomaadial statements of Lauma Lingerie which aretuim, based
on the results of the operations of the lingeri& ofi AS Lauma (see “Operations of the Group — btigtand
Development of the Group — Lauma Lingerie” for mor@rmation).

Such unaudited information on Lauma Lingerie, Liraad Silvano may, in particular, be found under 8ections

entitled “Summary”, “Capitalisation”, “Selected Rincial Information”, “Results of Operations and ©ak” and
“Operations of the Group”.

With regard to financial information presented wilspect to Milavitsa, such information is baseminprily on
audited financial statements of the same. It mastdted, however, that such statements have natdwesolidated
to include the results of operations of any sulasids of Milavitsa in the period before the finalgiear ended 31
December 2005.



Approximation of Numbers

Numerical and quantitative values in this Prospe¢tug. monetary values, percentage values, a&.prasented
with the precision which is deemed by the Companypé sufficient in order to convey adequate and@pjate
information on the relevant matter. Quantitativduea have sometimes been rounded to the nearesinaze
decimal or integer value in order to avoid an exgieslevel of detail. As a result, certain valugssented as
percentages do not necessarily add up to 100 pedcento the effects of approximation. Exact nureb@ay be
derived from the financial statements of the Comgpémthe extent that the relevant informationefiected therein.

Currencies and Exchange Rates

In this Prospectus financial information is presengither in the original currency or in EuroEUR”), the official
currency of the EU member states participatinghi@ European Economic and Monetary Union. The Compan
prepares its financial statements in EUR and imiiah Kroons (EEK™), the official currency of the Republic of
Estonia. The exchange rate between the EUR anBEheis pegged at the following rate: EEK 15.646EER 1.
Any data that was originally available in EEK amsdpresented in this Prospectus in EUR has beerargel into
EUR at the aforementioned exchange rate. Informatiat was originally available in other currenches been
converted to EUR or EEK using the exchange raiaf ase date for which such information is exprestete valid

or based on the average exchange rate for theargl@eriod. With respect to state fees, taxes anilas country-
specific values, information may at times be exgedsin currencies other than EEK or EUR. Such ogies may
include the United States DollarSD"), the Latvian Lat (LVL "), the Lithuanian Litas TL "), the Russian
Ruble (‘RUB"), the Belarussian RubbleBYR"), the Polish Zloty (PLN") or other currencies. The exchange rates
between the aforementioned currencies and the EBfRamange from time to time. The exchange ratesdsst the
EUR and the currencies relevant to this Prospexeipresented below. Note that these exchangeamsdéncluded
for illustrative purposes only and do not nece$sanincide with the exchange rates used in the@amagion of the
financial information reflected in this Prospectuighe exchange rate valid at the time for whichametary value is
expressed to be valid.

Exchange rates against EUR
2004 2005 2006 2007 (to 31 March)

Average Year-end Average Year-end Average Year-end Average 31 March
EEK! 15.6466 15.6466 15.6466 15.6466 15.6466 15.6466 6466. 15.6466
LVL? 0.6708 0.7030 0.7028 0.7028 0.7028 0.7028 0.7028 7028.
LTL® 3.4528 3.4528 3.4528 3.4528 3.4528 3.4528 3.4528 4528.
PLN* 45268 4.0845 4.0230 3.8600 3.8959 3.8310 n/a 8.866
RUB* 35.8192 37.7879 35.1884 33.9200 34.1117 34.6800 n/a34.6580
usp* 1.2439 1.3621 1.2441 1.1797 1.2556 1.3170 n/a 8.331
BYR® 2,683.75 2,955.65 2,681.49 2,546.35 2,692.07 23817. 2,805.60 2,855.01

DSource: Central Bank of Estonia
ASource: Central Bank of Latvia
9Source: Central Bank of Lithuania
YSource: Central Bank of Germany
®Source: Central Bank of Belarus

Dating of Information

This Prospectus is drawn up based on informatioitlwkvas valid as of 31 March 2007. Where not exglyes
indicated otherwise, all information presentedhis Prospectus (including the consolidated findriofarmation of
the Company, the facts concerning its operationd,amy information on the markets in which the Groperates)
must be understood to refer to the state of affaref the aforementioned date. Where informasqgorésented as of
a date other than 31 March 2007 this is indicateeither specifying the relevant date or by the afsexpressions
such as “the date of this Prospectus”, “to datahtil the date hereof”, and other similar expressjovhich must all
be construed to mean the date of this Prospectdsly22007), or by specifying a particular dateohsvhich such
information must be taken to be valid.

Documents on Display

From the date of this Prospectus and for as lortgiadProspectus remains valid, the following doeuts (or copies
thereof), where applicable (and subject to cemastrictions mentioned below), may be inspectedti@ corporate
documents of the Company; (b) all reports, letéerd other documents, historical financial informatof which any
part is included or referred to in this Prospectus] (c) the historical financial information oktiCompany for each
of the two full financial years preceding the dafethis Prospectus. To the extent that such doctsnare not



reflected in this Prospectus with reasonable feinand do not in the sole judgement of the Commamgtitute
commercial secrets of the Company or third parfissical inspection of the documents will be agexh at the
offices of the Company or by electronic mail at tieguest of any interested party and subject tagmeement
between the Company and such interested partydiegathe means of inspection of the relevant documerhe
above does not apply to the Articles of Associatidnthe Company and the quarterly financial repatshe
Company: those documents are publicly availablalatimes on the website of the Tallinn Stock Exuha
(http://market.ee.omxgroup.com

Third-Party Information and Market Information

Certain information contained in this Prospectus x@en sourced from third parties. Such informaisoaccurately
reproduced and as far as the Company is awaresatulé to ascertain from the information publishgduch third
parties, no facts have been omitted which wouldieemhe reproduced information inaccurate or mdilga Certain
information with respect to the markets in whicle tBompany and its subsidiaries operate is basethesh
assessments made by the Management. With resptiwt bodustries in which the Company and its subgies are
active, and certain jurisdictions in which they daoat their operations, reliable market informatisnoften not
available or often is incomplete. While every raadue care was taken to provide the best poss#islesaments of
the relevant market situation and the informatibowt the relevant industry, such information may be relied
upon as final and conclusive. Investors are engmado conduct their own investigations of thevaté markets or
employ a professional consultant. Information onrket share is presented based on the overall revémum
principle activities, unless specifically indicatemtherwise. Furthermore, in presenting the overvieivthe
competitive position of the Group in the relevanarkets, the Management has relied principally @noivn
assessment and analysis of such competitive positiomaking such assessment and analysis the Mareag has
used market information collected by its own stifl advisors for such purpose, either availabléhenbasis of
public information or derivable from the same.

Updates and Supplements

The Company will update the information containedhis Prospectus only to such extent, at suchviate and by
such means as required by applicable law or steckange regulations, or as considered necessarg@radpriate.
Under Estonian law the Company is obliged to pihblés supplement to the Prospectus if any material ne
circumstances occur or if any mistake or inaccuratated to the information contained in the Pragmewhich can
affect the assessment of the Shares becomes app#iegrihe registration of the Prospectus but eefoe end of the
Subscription Period. Such supplement must be egidtwith the Estonian Financial Supervision AditiyorThe
Company is under no obligation to update or moftifyvard-looking statements included in this Prospgc

If applicable law requires the publication of a gigment to this Prospectus, such supplement isghda after the
commencement of the Subscription Period and relatesvents or circumstances which occurred priothi®
allotment of Offer Shares to investors, investotsowlaced subscription orders before the publicatid such
supplement will have the right to withdraw theibsaription orders within two business days fromghblication of
the supplement.

Ongoing reporting obligations of the Company

Since the date of its initial listing on the Invastist of the Tallinn Stock Exchange the Compaag kontinually
published, through the information system of thdifiia Stock Exchange, information with respectt®adperations,
financial performance, important developments sbitisiness and other information required to bdishdd by the
rules of the Tallinn Stock Exchange and applicaideonian law. In accordance with the rules of tladliin Stock
Exchange any information published by the Compamgtnbe published in Estonian and in English. Thgligh
language information releases published by the @myghrough the information system of the Tallintock
Exchange may be found on the website of the Tallitotk Exchange (http://market.ee.omxgroup.rom

Information Incorporated by Reference

The following information available to investorgdhigh the information system of the Tallinn StockcEange is
incorporated in this Prospectus by reference im@ance with Art. 28 of the Prospectus Regulation:

» the current version of the Articles of Associatafrthe Company;

» the consolidated financial statements of the Grmughe year ended 31 December 2004 and prepared in
accordance with IFRS.



Table of Definitions

Capitalized terms used in this Prospectus haventmnings ascribed to them hereunder, with the éxcepf such
cases where the context evidently requires ther@gntTerms are listed in alphabetical order aralitt is limited
to the terms which are considered to be of mosbiapce. Other terms are defined elsewhere irPtispectus.

“Articles of Association” The articles of association of the Company.

“Company”

“Council”

“Current Report”

“ECRS”
“ECSD”

“General Meeting”
“Group”
“IFRS”

“Institutional Investors”

“Klementi”
“Lead Manager”
“Co-Manager”

“Management or
Management Board”

“Managers”
“MTCB”
“MTCU”

“New Shares”

“KDPW”

“Offering”

“Offer Price”
“Offer Shares”

“Polish Shareholders”

“Principal Shareholder”

“Private Placement”

“Prospectus”

“Prospectus Directive”

AS Silvano Fashion Group (current registered naf® 8rupp AS, change of name
pending).

The council of the Company.

Information disclosed in Poland in the manner sghfin accordance with Art. 56,
sec. 1, of the Polish Act on Public Offerings.

The Estonian Central Register of Securities opdrayeAS Eesti Vaartpaberikeskus.

AS Eesti Vaartpaberikeskus (Estonian Central SeesrDepository), the legal entity
operating the ECRS.

The general meeting of the shareholders of the @omp
The Company and any of its subsidiaries.
International Financial Reporting Standards as ttbpy the European Union.

Corporate entities, non-corporate entities andgpeivndividuals represented by asset
managers.

AS Klementi (Estonia).
UniCredit CA IB Polska S.A., the Lead Manager armbBrunner of the Offering.
AS Suprema Securities.

The management board of the Company.

The Lead Manager and the Co-Manager.
SOO0O Torgovaja Kompanija Milavitsa (Belarus).
00O Torgovaja Kompanija Milavitsa (Ukraine).

Up to 2,052,802 newly-issued shares in the Compaig issued to the Principal
Shareholder in connection with the Offering.

Krajowy Depozyt Papieréw Wartciowych S.A., the operator of the Polish central
securities depository and the clearing house, anithe case may be, the Polish
securities depository itself.

A public offering of Shares to Institutional Invesd in Poland.
The price for the Offer Shares payable by invesparsicipating in the Offering.

6,221,338 existing Shares in the Company offereddte by the Principal
Shareholder in the course of the Offering.

The shareholders of the Company who hold Sharssduarities accounts opened in
Poland.

Alta Capital Partners S.C.A. (Luxemburg), SICARdanfoundation).

A private offering of Shares; a part of the Offgrimade to selected institutional
investors in EU member states other than Poland.

This prospectus prepared in accordance with thepeaius Regulation.

Directive 2003/71/EC of the European Parliamentaitie Council regarding
information contained in prospectuses, as welhaddrmat, incorporation by
reference and publication of such prospectusesiesémination of advertisements.



“Prospectus Regulation”

“PTAZ”

“PTA Group”

“Section”
“Shares”

“Silvano”

“Silvano Group”
“Splendo Polska”
“STK”

“Subscription Period”

“Summary”

“TSE Prospectus”

Commission Regulation (EC) No 809/2004 of 29 ApfiD4 implementing the
Prospectus Directive.

PTA Group AS (under foundation), a new Estoniarsalibry of the Company to
which activities related to the “PTA” brand will b&nsferred in connection with the
corporate re-organisation of the Group.

The Company and any and all of its subsidiariesrmtfan those which have been
acquired as a part of the Silvano Group and alstuding Splendo Polska.

A section of this Prospectus.
Any existing or future shares in the Company.

AS Silvano Fashion Group (registration code 1115781 the process of being
merged with the Company).

Silvano and any and all of its subsidiaries.
Splendo Polska Sp. z 0.0. (Poland).
ZAO Stolichnaja Torgovaja Kompanija Milavitsa (Riggs

The period during which Institutional Investorstapating in the Offering may
subscribe for the Offer Shares, i.e. 12 July 2@0¥3 July 2007.

The summary of this Prospectus.

The prospectus prepared and published by the Compa@ October 2006 in

connection with the listing of its Shares on theiMaist of the Tallinn Stock
Exchange.

“WSE” The Warsaw Stock Exchang8igtda Papieréw Warttciowych w Warszawie S)A.

Forward-Looking Statements

This Prospectus may include forward-looking stateimeénotably the Sections titledstimmary, “Risk Factory,
“Dividend Policy, “Operation$ and “Results of Operations and OutldpkSuch forward-looking statements are
based on current expectations and projections tofduevents, which are in turn made on the basithefbest
judgment of the Management. Certain statementbased on the beliefs of the Management as wekbasaptions
made by and information currently available to anagement. Any forward-looking statements includethis
Prospectus are subject to risks, uncertaintiesassdmptions about the future operations of the Grthe future
macro-economic environment and other similar factor

In particular, such forward-looking statements ntey identified by use of words such as “strateggxpgect”,
“plan”, “anticipate”, “believe”, “will”, “continue”, “estimate”, “intend”, “project”, “goals”, “targst and other words
and expressions of similar meaning. Forward-looldtagements can also be identified by the fact ttey do not
relate strictly to historical or current facts. With any projection or forecast, those in this Pexgus are inherently
susceptible to uncertainty and changes in circumsts, and the Company is under no obligation td,expressly
disclaims any obligation to, update or alter itessard-looking statements contained in this Progpeathether as a

result of such changes, new information, subsegemsnits or otherwise.

The business in which the Group is engaged mayffeeted by changes in domestic and/or foreign |lawd/or
regulations (including those of the European Unidiaxes, development of competition, economic,tegia,
political and social conditions, consumer respotsenew and existing products and services, teclyicad
developments, and other factors. The Group’s acteallts may differ materially from the Managemsnt’
expectations because of the changes in such. @itiers and risks could adversely affect the ojpamnaf business
or financial results of the Group (please sBé&sk Factors for a discussion of the risks which are identife and
deemed material at the date hereof).

Use of this Prospectus

This Prospectus is prepared solely for the purpo$éise Offering and the listing of the Shares lba YWSE; it may
not be construed as a warranty or a representatiany person not intending to participate in tHéefing or trade
in the Shares. No public offering of the Sharemisducted in any jurisdiction other than the Rejoubl Poland and
consequently the dissemination of this Prospectuseitain countries may be restricted or prohibligdaw. You



may not use this Prospectus for any other purpuee making the decision of whether or not to padi® in the
Offering or to conduct any trading activities withe Shares on the WSE. It is forbidden to copyragpce (other
than for private and non-commercial use) or dissaitsi this Prospectus without the express writtér permission

of the Company.



SUMMARY

This Summary should be read as an introductioméoRrospectus and summarizes the facts and ciramees that

the Company, in its absolute discretion, considengortant with respect to its business. Any denismparticipate

in the Offering, to invest in the Shares or to egga any trading activities involving the Sharbés@d be based by
each investor on the Prospectus as a whole andneogly on this Summary.

Prospective investors are cautioned that shoulda@ctrelating to the information contained in theoBpectus (or
this Summary) be brought before a court, the pifiitvestor might, under the national legislatioh the relevant
state, have to bear the costs of translating théreeriProspectus or the Summary before court procegdare
initiated. The Company accepts civil liability iespect of this Summary solely in cases where tmg&ry is found
to be misleading, inaccurate or inconsistent whegidrtogether with the Prospectus as a whole.

Business of the Group

The Group is a vertically-integrated fashion graupich manages several brands of women'’s appareliagerie
with manufacturing facilities and a developing ilet@twork. The Group in its current form was cezhin October
2006 as a result of the acquisition by the Compafilvano and its subsidiaries (including MilaafsLauma
Lingerie and Linret).

Brands

The range of brands operated by the Group incllidgsrie brands (including, primarily, “Milavitsa™Alisee”,
“Aveline”, “Lauma” and “Laumelle”) and women’s apgh brands (primarily “PTA” and “MasterCoat”).

Milavitsa: One of the best-known lingerie brands in the CI& amarket-leader in Russia, it is aimed at thedtaid
market segment with classic models and fashionectitins of lingerie carried from season to seasdme
“Milavitsa” brand is the sales leader of the Group.

Alisee A new brand introduced in 2004 and developedoioperation with French designers. Alisee is foduse
the upper-market segment and customers with moradeing tastes.

Aveline: A new brand introduced in 2005 and aimed at aelomarket segment with sales primarily in clothing
markets and hypermarkets. The brand has been umteddas a quality substitute for cheaper Asian Bastern
European products that currently hold a significaatket share in Russia and Belarus.

The main geographic markets for the “Milavitsa”,li$&e” and “Aveline” brands are Russia, Belarus thedrest of
the CIS.

Lauma and LaumelleMarket leaders in Latvia and the other Baltideta“Lauma” is a classic brand of lingerie
aimed at the middle-market segment. It enjoys suitistl reputation in the Baltic states and is a¥edl-known in the
CIS market. “Laumelle” is a recently-launched suwhrd of “Lauma” which is aimed at younger customdiise
main geographic markets for these two brands @®&#itic states and Russia.

PTA and MasterCoat'PTA” is a modern brand of ladies’ business waad casual wear which is aimed at
professional women in their thirties and fortietshas an established reputation in the Baltics. sStdeCoat” is a
brand of ladies’ outdoor business wear which id simfough wholesale channels primarily in Scandimav

In the first quarter 2007, 87% of the Group’s raves come from sales of lingerie, 10% from salesvainen’s
apparel and 3% from sewing subcontracting services.

Distribution Network

The Group distributes its products through wholesaand its own retail outlets. In the first quad2007, 88% of
consolidated revenues was generated by wholesafid@®% of the revenues by retail sales, while émeaining 3%
of the revenues came from sewing subcontractingces.

Through the wholesale network, which includes ttem@any’'s affiliates: STK (Russia), MTCB (Belarug)da
MTCU (Ukraine), the Group’s products are presenRimssia and the other CIS countries, Belarus, Wkratihe
U.K., Germany, Scandinavia and other countries.

As of the date of this Prospectus the Group opgrédelingerie retail outlets under various brandhes (including
19 under the “Oblicie” brand, 20 under the “Milaat brand, 2 under the “Lauma Lingerie” brand anghder the




“Splendo Intime” brand) and a total of 19 womenpparel retail outlets under the “PTA” brand. Theo@’s retalil
outlets are located in Russia (24), Belarus (2@}pmia (8), Poland (7), Latvia (6) and Lithuania. (& addition,
wholesale partners of Milavitsa operate 105 shameu “Milavitsa” brand in Russia (including 27 inagcow),
Ukraine, Moldova, Kazakhstan and other countrigsesE shops are currently being standardized undewa
franchising program which has been launched byGitop.

Manufacturing Facilities
The manufacturing capacity of the Group is com|grise

A women’s apparel factory located in Tallinn, Estgroperated by Klementi, a subsidiary of the Comypa
engaged in the manufacturing of “PTA” and “MasteaCdranded women'’s apparel.

* A lingerie factory located in Liepaja, Latvia, optgd by the Company’s subsidiary, Lauma Lingerie;
engaged in the manufacturing of lingerie, mainky thauma” and “Laumelle” brands. Lauma Lingerie is
the largest manufacturer of lingerie in the Badtiates and produced 2.4 million pieces in 2006.

» Alingerie factory situated in Minsk, Belarus, oagted by the Company’s subsidiary, Milavitsa; engaige
the manufacturing of lingerie, mainly the “Milavis “Aveline” and “Alisee” brands. Milavitsa is the
largest manufacturer of lingerie in Belarus anddpiced approximately 15 million pieces in 2006.

Multiple production facilities in different counés and a diversified multi-brand retail chain adxasatility and
flexibility to the operations of the Group. Synargiare sought through the optimal allocation of ufecturing and
retail capacities between the Group’s entities @nodlucts.

Strategic Objectives of the Group

Overall Strategy

The Group’s strategy is focused on the implememtatf the proven business model of a verticallggnated
fashion group with brand management, strong refafations, its own flexible production facilitiesd outsourcing
expertise, differentiated independent sourceswfmaterials, and integral logistics. The Group aimsreate value
by offering a wide variety of apparel (lingerie awdmen’s clothes) in an attractive environment vgtiod service,
excellent quality and reasonable prices.

The strategic goal of the Group is to become ortbefeading retailers of lingerie, women'’s appared accessories
(with its own flexible production facilities) in ¢hmarkets of the Baltic states, Russia, the re#iefCIS, and, in the
longer-term, in Central and Eastern Europe. Thauis planning to develop and fine-tune its businesdel based
on vertical integration of retailing and manufaatgr functions across a variety of brands and secfsuch as
lingerie, apparel and related merchandise). Theuiotends to ensure that most of its productseadusively
available at and sold through the Group’s retailvoek with differentiated mark-ups reflecting thesitioning of
each product. Such strategy should eventually aserehe overall revenues and profits of the Graup @eate
additional value for the shareholders of the Compan

The Group intends to achieve these objectives piglisaexpanding and strengthening the existingilreitwork in
existing markets, entering new geographical regideseloping intra-group synergies, and poolingpueses and
know-how between the various Group companies.

Retail

As of the date of this Prospectus the Group opgratital of 67 retail outlets. In addition, 10®gh are operated
under the “Milavitsa” brand in Russia, Ukraine, MaVia, Kazakhstan and other countries by the Geowholesale

partners. The Group is developing a franchise polbich will standardise requirements in respecthefse shops
and allow for more effective supervision of thettigities. As the first step in this standardizatiprocess in 2005
the Group launched the “Mi2B” (Milavitsa to Busisg¢groject, an Internet-based resource which hedpmers to

achieve and maintain the new standards.

The development strategy in retail is based omdheut of three concepts: in the lingerie segmé@blicie” multi-
brand shops (which sell the products of Lauma Liilggand Milavitsa) and “Milavitsa” mono-brand shopsd in
the apparel segment, “PTA” mono-brand shops.

Further rollout of retail outlets in Russia will loarried out through Linret (“PTA” and “Oblicie” sps) and STK
(“Milavitsa” franchised shops), in Belarus by MTGBId in Ukraine by MTCU and PTA Ukraine. With theitah
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of Linret's operations in 2006, a solid and stgtitform of administrative, logistical and IT saaris was created in
the Group’s initial principal target market whiclillvibe used for the opening and administration efvroutlets. The
management team of Linret has an in-depth knowleddgee respective markets and extensive past exmer in the

industry, both factors which are expected to enbahe Group’s prospects in the market and giveaa gwounding

for expansion into new markets.

The Group plans to build its retail network by ojpgnnew shops and possibly acquiring existing ketsi The
Group plans that, by the end of 2010, its retafivoek will consist of 300 to 400 of retail outlaisder the “Oblicie”,
“Milavitsa” and “PTA” brands with a combined salesea of approximately 40,000°nThe expansion is expected to
be based on the Group’s own retail outlets andcfrsing contracts. The ratio of Company-operatadfhised
shops will be dependent on the particular regiahwitl be determined at a later stage.

The Management sees great potential in the devalopaof a retail network in Russia and the reshef€IS, due to
factors such as the increasing disposable incontigedbcal population and the rising popularityshbpping centres
in the region. Furthermore, the lingerie retail keds in Russia and the rest of the CIS are stilratierized by
relatively weak competition and the trademarks dfaditsa and Lauma Lingerie already have the adgmtof
being among the best-known brands.

During the second stage of expansion program ifsgaftom 2010) the Group will consider expanding@@r’s retail
network in Central and Eastern Europe (at presenGtroup has seven lingerie shops in Poland, agklat Splendo
Polska). The geographical expansion strategy iechas entering new markets with a chain of shop=raimg
under a proven retail concept rather than on offeparticular merchandise to existing retailers.

By 2010 the Group plans to direct the sales ofnellv collections manufactured under the “PTA” brdaadcthe
Group’s own retail network and to distribute betwé&®% and 70% of all new collections manufacturadeun the
“Milavitsa” and “Lauma” brands through the Groupisvn retail network and franchise partners. Theesfa
considerable majority of fashion collections progdiby the Group’s manufacturing entities will obly available in
the Group’s own retail network and the outlets aftpers.

Manufacturing

The manufacturing entities within the Group curkgare operated by three subsidiaries of the Compldlementi,
Lauma Lingerie and Milavitsa (including a subsigliaaf Milavitsa, Gimil). The Group is aiming to impre the
flexibility of its manufacturing facilities so a® tmake new collections available for sale on auesq periodical
basis according to market demand. The Group planacrease both the number of collections per et the
efficiency of product replenishment. Efforts towsirihe implementation of this objective are cursesttheduled
primarily for 2008.

Moreover, in order to make production more effitjighe Group plans to gradually increase the pribdncapacity
in regions where production costs are lower, maihipugh entering into new outsourcing arrangemenBelarus.
Currently around 60% of the Group’s total outpup#stially or fully outsourced to lower-wage regsofincluding
primarily Belarus, but also other countries suclyisaine, Turkey and China). The Group intendstutsource up to
80% of its total output by 2010 and to make useéMdfvitsa’'s extensive experience in the outsourcaggtain
manufacturing functions. When diligently organizad properly monitored, outsourcing should incrgaseluction
efficiency and decrease lead-times.

Competitive Advantages

The competitive advantages of the Group are braflymarized below:

Well-known and reputable trademarks

The trademarks “Milavitsa” and “Lauma Lingerie” aaenong the best-known lingerie brands in Russiaathdr
CIS countries® PTA” products are highly regarded in the Baltictataand Scandinavia. Historically, products of
Belarussian and Baltic origin have been associatddhigh quality by the majority of Russian andSGtonsumers.
Such well-known and reputable brands can be uséaictiitate the introduction of new or lesser-knotwands by
the Group to its centrally-operated retail netwdith integrated media sourcing for the whole GrotpTA”
trademark products are promoted by use of the ligéls of brand-awareness “Milavitsa” and “Laumaderie”
have in Eastern European countries. Vice verstharBaltic and Scandinavian markets customer awaeenf the
“PTA” and “Lauma” brands can be used to increasmtadge of “Milavitsa” brands.
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Flexible vertically-integrated Group structure

The Group consists of production units and entitidgch specialize in marketing, distribution, aretail. This

vertical structure is a platform for the Group tdize production capacities and distribution remms to satisfy the
demand for the different products and brands wiaigh produced and marketed by the Group. Moreowethe
entities engaged in retail sale of the Group’s potsl are located in different markets, marketinigitsmns can be
developed, planned and, where necessary, re-osghiizadapt to the individual structure and paldiGties of the

relevant market. The vertical integration of theo@r allows it to capture the overwhelming sharesalfie from

product development to retail.

Strong management team

The management of the Group is comprised of highiglfied and professional executives who have {amg
experience in the women’s apparel and lingerie sirigs in various markets. New executives are onoatly hired
in order that the Group can meet the growing demandts structure and business. The Group payfudaattention
to the development of all levels of managementtarttie training of subcontractors (who must meetmon Group
requirements and perform in line with the overatitegy of the Group).

Flexibility in manufacturing and logistics

Owning manufacturing facilities in the region all®the Group to have a flexible production supplye proximity

of the Group’s manufacturing capacity to the tamerkets serves as a material competitive advardage many
rivals. The short distance between the productinitsuand the retail outlets engaged in the actadd sf the

products simplifies logistics, creating opportusstifor cost-savings in transportation and waretmgudihus, there is
ample opportunity to perform short-term periodistoeking of the shops and to introduce new colbexstimore
often. Furthermore, the largest of the Group’s nfiacturing facilities (Milavitsa’s factory in Minskis located in
Belarus and is thus able to export goods to Rusileout facing the customs duties currently imposedexports
from the European Union.

Access to affordable labour resources

A large proportion of the Group’s products is mautfired in the Milavitsa factory in Minsk, Belar@mpared to
the other Group companies Milavitsa employs a amrably larger number of employees (close to 2,G00Q)

outsources a large share of its production to ddearussian manufacturers. Compared to the casntvhere the
other entities of the Group operate the costshafua are relatively modest due to the overall loeast of living and
the lower level of salaries in Belarus. The legsemsive but well-qualified Belarussian labour eralihe Group to
optimize its production costs while at the sameetimmaintaining highest standards of quality. Theuprimtends to
continue capitalizing on its proximity to the lalvouarkets in Belarus, Ukraine and other CIS markets

Committed principal shareholder

The Principal Shareholder of the Company is Altpi@éd Partners S.C.A., SICAR, an investment firmnanged by
one of the most experienced investment teams imeiggon and holding more than 50% of the Sharethén
Company. The Principal Shareholder is actively ined in the management of the Group and contribittes
investment and management expertise towards tleessftl fulfilment of the strategic objectives bétGroup.

Structure of the Group

As a result of the recent acquisition of the Silv&@roup and the pending corporate re-organisatioogss, which is
expected to be completed in the third quarter &72@he Company will become a holding company wibhactive
operations. The structural chart of the Group feiltg the completion of the corporate re-organisatmas shown
below (all shareholdings are 100% except wherecaidd otherwise):
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The Company
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Dpra Group AS (under foundation), a new subsidiaiythe Company to which all activities related taliés’ apparel will be

transferred.

History and Development

The Company

The Company is a formerly state-owned producer ainen’s apparel; it was fully privatised in 1995 amais first
listed on the Tallinn Stock Exchange in 1997.

The Group

From a corporate standpoint the Group in its curf@m was created as a result of a concentratiawa groups of
companies: the PTA Group (including the Companyhasformer main operating entity of the PTA Groum dts
subsidiaries); and the Silvano Group (includingv&ilo, Lauma Lingerie, Milavitsa and Linret). The nGmany
acquired the Silvano Group on 16 October 2006 ire\erse-takeover transaction whereby the sharetsolofe
Silvano exchanged their shares in Silvano for aonitgjstake in the Company.

In connection with the acquisition of the SilvanooGp, the Company (the scope and size of its ojpesatad
grown significantly on account of the acquisitiajccessfully applied for transfer of its Sharesnfrihe Investor
List of the Tallinn Stock Exchange to the Main La$tthe Tallinn Stock Exchange.

Following the acquisition the Company proceededhtegrate the operations of all Group entities amitlated a
corporate re-organisation process aimed at creatingnsparent and efficient corporate structurehfe Group.

As a result of the pending re-organisation, the gamy will remain a listed holding-entity with fiverincipal
subsidiaries: PTA2 (the wholesaler, retailer anchufacturer of the “PTA” brand of women’s appardlguma
Lingerie and Milavitsa (both are wholesalers, tetaiand manufacturers of lingerie); Linret (a iletaof women’s
apparel and lingerie); and Splendo Polska (a estail lingerie).

The PTA Group

The predecessor of the women’s apparel operatibtieaCompany (such operations are currently inpiteeess of
being transferred to a newly-established subsidi@fA2) was established in 1944. Following the ajpdle of the
Soviet Union the enterprise was transformed intoSRAlementi, a “state limited company” (a form ofnited
liability company and one which no longer existsEstonia) and remained in state ownership until4198 1994
80% of the shares in RAS Klementi were privatizgdheir sale to its employees. The remaining 20%hefshares
were privatised through a public offering in 199%lahe Company was re-organised into a public &chifability
company éktsiaselts From 1997 the Company was listed on the Invektstr of the Tallinn Stock Exchange. A
Finnish garment manufacturer, P.T.A. Group Oy, &eglucontrol over the Company in 1999 but went lvapkin
2000. The Company’'s export operations were hit hamd it started making losses. The majority stakehie
Company was acquired by AS Alta Capital (an Estoimi@estment company) in 2002 and a re-organisgiioness
started. The “PTA” trademark was developed in 2604 the Company has decided to discontinue uséeof t
trademark “Klementi” and focus on the “PTA” concept the second half of 2004 the Company changed th
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branding of its shops to “PTA” and decided to expamd develop retail operations. In 2006 the PTAURr
reported its first annual profit since 2000.

The Silvano Group

Silvano was established in 2005. In March 2006&Bitvacquired 100% of the shares in Linret. In 2096 Silvano
acquired approximately 60% of the shares in Mikviand 100% of the shares in Lauma Lingerie. Savdoes not
have a history of active operations and is curydngiing merged with the Company.

Lauma Lingerie’s predecessor (AS Lauma) was estaddi in the 1960s in Liepaja, Latvia. By the enthef1980s
Lauma products were popular throughout the Sovigbi) and Lauma had started exporting to Europe. Stage
enterprise Lauma was privatised in 1994 and redsgdrinto a joint-stock company: AS Lauma. In OetoB005
AS Lauma decided to separate fabrics operatioms ft® lingerie business. As a part of this prodemsma Lingerie
was established by way of a carve-out of the liiegactivities of AS Lauma. Lauma Lingerie acquitkd lingerie
operations, as well as the related inventory ahdraton-current assets, from AS Lauma on 16 Decegfif@b and
started independent operations.

Milavitsa’s predecessor was established in Belanud908. Since 1964 the factory has specializedingerie
products and exports of its products started in8196 1991 the factory stepped up its branding resfand was
renamed to “Milavitsa”. This marked the start ofuabulent decade of changes, privatisation, re+uggdion and
investments. The re-organisation was completedelgistering Milavitsa under its current legal formdaname in
2000, following the acquisition of Milavitsa’s slearby foreign investors, the lluna Group SPA fraatyland the
European Bank for Reconstruction and DevelopmerdmF2003 to 2005 Milavitsa invested in modernizits
manufacturing line and in 2004 to 2005 it begamastilining its distribution network. As part of thisocess
Milavitsa transferred its wholesale operations us$ta to its newly-established subsidiary, STK, #mdvholesale
and retail activities in Belarus to another newdyablished subsidiary, MTCB. In June 2005 STK amglia 26%
stake in MTCU in Ukraine in order to enhance tharibiution of Milavitsa’s goods in Ukraine.

Linret was established in 2005 and serves as the fa the roll-out of the lingerie and women’s apg retail
network in Russia. As of the end of the first qaadf 2007 Linret has opened 14 “Oblicie” shops &nd “PTA”
stores in various shopping malls in different ctie Russia.

Management of the Company

In accordance with Estonian law the day-to-day apens of the Company are managed by the ManageRuant.
The Management Board of the Company currently abmsif six members, who are each appointed foreethear
term. According to the Articles of Association detCompany the Management Board may have betweziarmh
seven members. The Management Board reports ©dbacil, which is responsible for the strategic agement of
the Company’s operations. According to the Artiadég\ssociation of the Company the Council considtbetween
three and five members who are appointed by theeaéieeting for a period of five years. The highgsverning
body of the Company is the General Meeting.

The Management Board of the Company is respondiighe strategic management of the whole Group and
responsibilities are divided as follows:

« Dmitry Ditchkovsky the president of the Company and chairman of kibard, responsible for co-
ordinating the work of the Management Board, styatf the Group, and its business model;

» Sergei Kusonskichief executive officer, responsible for co-omtion and management of key functions
(including logistics, IT, HR, and legal matters)dasupervision of areas entrusted to other memteitseo
Management Board,;

» Peeter Larin member of the Management Board, responsible fanagement of the “PTA” concept,
including design, procurement and marketing;

« Dmitri Podolinski member of the Management Board, responsible farketing and sales of lingerie,
including design and procurement, and managemetheafetail concepts;

 Dace Markevica member of the Management Board, responsible @oparate accounting, investor
relations, and financial planning;
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 Remigiusz Pilgtmember of the Management Board, responsible étistP retail operations and business
relations in Western Europe.

The Management Board of the Company was appoingetthd Council on 6 June 2007, for a term of threary.
The members of the Council of the Company are:lvitek Rahumaa, Mr. Jaak Raid and Ms. Zinaida \aleh

Articles of Association and Share Capital

The current version of the Articles of Associatiwas adopted by a resolution of the General Meatim@1 May
2007. The current registered share capital of thegany is EEK 379,471,980 (approximately EUR 24,880Q). It
is divided into 37,947,198 Shares with a nomindlieaach of EEK 10 (approximately 0.6391 EUR). éwihg the
registration of all New Shares in the Estonian Camraial Register, the share capital of the Compaiiybe EEK
400,000,000 (approximately EUR 25,564,659), divid&d 40,000,000 Shares with a nominal value edcBEK
10.

The Shares are registered in the ECRS with Intiermat Securities Identification Number (ISIN) EERDD1751. In
addition to being registered in the ECRS, all Shafethe Company will be registered in the KDPWeThares will
be registered in the KDPW under the same ISIN ess$égned to them in the ECRS.

Capitalisation and Indebtedness

As of 31 March 2007 the consolidated unaudited taets of the Group were EUR 54.6 million, witirrent assets
of EUR 40.6 million and the remaining EUR 13.9 mifl in non-current assets. As of 31 March 2007 tttel
consolidated unaudited liabilities of the CompargrevEUR 12.3 million, resulting in total net asset€UR 42.3
million. As of 31 March 2007 the financial indebteds of the Group amounted to EUR 1,6 million amehgrised
primarily of several secured loans from AS Hans#parthe total amount of EUR 1.2 million.

Summary of Selected Financial Information

The tables below present certain selected unaudib@dolidated financial information of the Group fbe financial
years ended 31 December 2006 and 31 December 2@D&athe three months ended 31 March 2007. The as
of and for the interim period ended 31 March 208nat comparable with the results of the same pPand@006 due
to the fact that the Silvano acquisition was nompteted as of 31 March 2006. The financial inforiorat
concerning financial years ended 31 December 20@6 2 December 2005 was derived from the Unaudited
Forma Financial Information and the Unaudited Aggated Financial Information and should not be cdesed
indicative of actual results that would have beehiaved had the acquisition been consummated odatesor for
the period indicated and do not purport to indicaésults of operations as of any future date origmkrThere can
be no assurance that the actual results will ndtedisignificantly from the financial informatioredved from the
Pro Forma Financial Information and the Aggregateidancial Information. Results for the three monémsled 31
March 2007 are not necessarily indicative of restittat may be expected for the entire year.

The ratios and indicators set forth in the tabléobeare provided to illustrate certain aspects loé tbusiness of the
Group and its financial performance. Some of thed®s and indicators are used by the Managemeravimuate
the performance of the Group, while others are fated for the benefit of investors considering amestment in
Shares or trading activities with the same. Althougpme of these ratios and indicators are not dated in
accordance with IFRS, the ratios and indicatorsdubelow are customary and often used by public cones to
illustrate their business and financial performance

This summary should be read in conjunction with asdjualified in its entirety by the informatiomcluded in “Pro
Forma and Aggregated Financial Information”, “Finaral Statements” and “Results of Operations and Gak”.

2007 Q1 2006 2005

Income Statement (thousand EUR) (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)

Revenue 23,745 81,034 72,010
Goods, raw materials and services -9,362 -37,151 7,913
Other operating expenses -6,344 -9,292 -6,497
Staff costs -3,341 -12,482 -14,905
Other operating charges -34 -4,206 0
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2007 Q1 2006 2005
Income Statement (thousand EUR) (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)
Total operating expenses -19,081 -63,131 -59,317
EBITDA 4,664 17,903 12,693
Depreciation -630 -1,958 -2,338
Operating profit/loss 4,034 15,945 10,355
Total financial incomes and expenses 181 -9 -1,456
Corporate income tax -1,523 -5,029 -3,139
Net profit 2,692 10,907 5,760
Attributable to :
Equity holder of parent 2,139 7,893 4,045
Minority interests 553 3,014 1,715
2005
2007 Q1 2006
Balance Sheet (thousand EUR) (unaudited) (audited) Aggreg_ated
(unaudited)
Cash and cash equivalents 6,978 12,812 7,105
Trade receivables 14,883 7,141 5,129
Non-trade receivables 4,131 4,899 2,228
Inventories 14,643 14,716 12,392
Current assets 40,635 39,568 26,854
Long-term investments 413 268 1,050
Total non-current assets 12,469 11,011 9,545
Intangible assets 1,057 1,058 743
Total non-current assets 13,939 12,337 11,338
Total assets 54,574 51,905 38,192
Borrowing 1,642 1,911 1,232
Trade creditors 6,620 5,594 3,777
Other short-term payables 3,502 3,398 2,010
Short-term provisions 1 1 994
Total current liabilities 11,765 10,904 8,013
Total non-current liabilities 537 632 533
Total liabilities 12,302 11,536 8,546
Share capital 24,252 24,252 n/a
Share premium 5,305 5,305 n/a
Reserves 67 67 n/a
Retained earnings 3,225 -63 n/a
Translation reserve -1,473 -684 n/a
Total equity attributable to equity holders of fferent company 31,376 28,877 21,254
Minority interest 10,896 11,492 8,392
Total equity 42,272 40,369 29,646
Total liabilities and equity 54,574 51,905 38,192
2007 Q1 2006 2005
Cash flow data (thousand EUR) (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)
Cash flow from operating activities -2,903 n/a n/a
Cash flow used in investing activities -2,104 n/a n/a
Cash flow from financing activities -835 n/a n/a
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2007 Q1 2006 2005
Key ratios and indicators (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)
Weighted average number of shares 37,947,198 n/a n/a
Earnings per share (EPS) in EUR 0.06 n/a n/a
Number of employees at the end of reporting period 2,929 2,909 n/a
EBITDA margin % 19.6% 22.1% 17.6%
Operating profit margin % 17.0% 19.7% 14.4%
Return on assets (ROA) % 4.9% n/a n/a
Return on equity (ROE) % 6.4% n/a n/a
Equity ratio % 77.5% n/a n/a
Utilised Ratios
EBITDA = Earnings before net financial items, share of profi associates, taxes, depreciation and

amortization. EBITDA is included as a supplemeit&h since the Management believes that
EBITDA, when considered in conjunction with casbwt from operating, investing and
financing activities, may provide useful informaticEBITDA is not a measure of operating
performance calculated in accordance with IFRSsimild not be considered as a substitute
for operating profit, net income, cash flow fromeogtions or other profit or loss or cash flow
data determined in accordance with IFRS.

EBITDA margin = EBITDA / Revenue. The EBITDA margin measures th&atienship between different
measures of profitability and revenue providingomfiation about a company’s profitability
from the operations of its business and is independf the company’s financing and tax

position as well as depreciation-related estimates.

=Operating profit / Revenue. The operating profitrgim measures the relationship between
different measures of profitability and revenue yiding information about a company’s
profitability from the operations of its businessdais independent of both the company’s
financing and tax position.

Operating profit margin

£Profit after net financial cost + Interest expens@verage total assets — average interest free
liabilities). Return on investment measures thati@hship between profits and the investment
required to generate them.

Return on investment (ROI)

Net profit / Average total assets. Return on assetmpares income with total assets:
measuring the management’s ability and efficiemcysing the firm’'s assets to generate (net)
profits.

Return on assets (ROA)

Return on equity (ROE) =Net profit / Average equity. Return on equity exi#s debt in the denominator and compares
net income with total shareholder equity. It measuthe rate of return on shareholder
investment and is, therefore, useful for compating profitability of a company with its

competitors.

= Equity / Total assets. Equity ratio is a measurénaincial leverage which highlights the ratio
of shareholder equity to total assets. An analgbes company’s financial leverage (or capital
structure) is essential to evaluate its long-téak and return prospects.

Equity ratio

Risk Factors

The business of the Group involves risks which imayelated to the industry in which the Group ofe=ato certain
specific features of its operations or to the emvinent in which it conducts its business. In addititrading in
Shares in the Company involves certain risks anjelis. Please refer to the Section of the Prospditied ‘Risk
Factors for an overview of such risks that the Compangugare of and considers material.
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Major Shareholders

The principal shareholder of the Company, holdipgraximately 54.12% of all Shares, is Alta CapPalrtners
S.C.A,, SICAR, an investment fund registered in emmburg (currently under foundation). A further 19¥oall

Shares are owned by SIA Alta Capital Partners, mpamy related to the Principal Shareholder (inclgdsuch
shares which are currently in the ownership ofcthgarties but can be repurchased by SIA Alta Chpitatners).
The Company is under the ultimate control of IndR&humaa, who is the majority shareholder of thackral

Shareholder and of SIA Alta Capital Partners thro@U Investeerimisvabrik. In total, companies colfid by
Indrek Rahumaa (including the Principal Sharehgl&A Alta Capital Partners and OU Investeerimisikbhold

73.48% of all Shares. Approximately 9.43% of albBfs are currently set aside to cover the manageopdion
programme agreed between the Principal Sharehattthe members of the Company’s management, vidich
be satisfied by the Principal Shareholder and/ér Ata Capital Partners.

Related Party Transactions

The Group normally does not engage in materialstrations with related parties with the exceptiorday-to-day
intra-group financing transactions. By way of extmp Lauma Lingerie leases its factory, office amdrehouse
premises from AS Lauma (a company belonging tosdume group as the Principal Shareholder) and psesha
certain administrative services from the same. fote@ amount of rent and services paid by Laumayérsie to AS
Lauma in 2006 was approximately EUR 585,000.

In addition to the above, SIA Lauma Fabrics (a campbelonging to the same group as the Principaftedtolder)
is a supplier of materials for corset products amina Lingerie and Milavitsa. Materials are suppbadarm’s length
basis and the volume of the relevant transactieia/den SIA Lauma Fabrics and Lauma Lingerie in 20068
approximately EUR 2.9 million and between SIA LauRabrics and Milavitsa, in the same period, EURIliian.

Auditors and Legal Advisors

The auditors of the Company for financial year 26@0& KPMG Baltics AS (Narva mnt 5, 10117 Tallinrst&hia).
The principal legal advisors to the Company in Bet@are AS Advokaadibiiroo Lepik & Luhadar LAWIN (Bkri
7, Tallinn 10123, Estonia).

Offering
Reasons for the Offering and Use of Proceeds

The main purpose of the Offering and the listinghef Shares on the WSE is to increase the liquafithe Shares,
as well as to facilitate the Group’s access toctygtal markets of Eastern Europe and to improysodpnities for
further growth by enhancing the Group’s reputatisra regional manufacturer and retailer of apmarellingerie.

The Company will not obtain any proceeds directtynf the Offering. The proceeds obtained by the Gaomggn
connection with the issuance of the New Sharedi¢oRrincipal Shareholder (total proceeds cannoprieeisely
estimated at this time) are expected to be usedrinection with the expansion of the Group’s retapacity in the
markets where the Group currently operates, asagdibr possible further corporate acquisitionsxisting and new
markets. The Principal Shareholder has agreedliseuthe proceeds of the sale of the Offer Sheresibscribe and
pay for the New Shares. The fees and expensesit@beed by the Company in connection with theetiffg and
the placement of the New Shares are estimatedatthrapproximately EUR 1 million, including applitaliaxes
(subject, however, to the final Offer Price and dle¢ermination of such costs which can not be fatigessed at this
time).

Eligible Investors

The Offering is addressed to Institutional Investor Poland and to selected Institutional Investorsertain other
EU member states.

Expected Timetable of the Offering

The Offering will be conducted pursuant to thedwling indicative timetable:
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6 July — 11 July 2007 Book-building process amanmsgiitutional Investors

11 July 2007 Determination of the Offer Price amel final number of Offer Shares
12 July — 13 July 2007 Subscription Period

16 July 2007 Allotment Date

By 31 July 2007 Listing of the Offer Shares on YM8E

Book-Building

The book-building process will take place amongdtated Institutional Investors invited by the Mgeis. During
the process such Institutional Investors who ater@sted in subscribing for the Offer Shares willicate the
number of the Offer Shares they will be willing aoquire and the offer price at which they will bdling to
subscribe for the Offer Shares.

Determination of the Offer Price

The Offer Price will be determined by the Companyg ¢he Principal Shareholder, with the agreemernhefLead
Manager, following the completion of the book-birnlgl process among the Institutional Investors.

Placing of Subscription Orders

Subscription orders from Institutional Investorsllviie accepted at the registered office of the Lééahager
(UniCredit CA IB Polska S.A., ul. Emilii Plater 58/arsaw, Poland).

By placing subscription orders each of the prospecinvestors will be deemed to have read the Rtisig,

accepted the terms of the Offering, consented togballotted a lower number of Offer Shares thaa tlumber
specified in such investor’s subscription ordenot being allotted any Offer Shares at all, purstarhe terms and
conditions set forth in the Prospectus.

Payment for Shares

Institutional Investors placing subscription ordesimuld pay for Offer Shares no later than by thd ef the
Subscription Period.

Allotment of Shares

The allocation of Offer Shares to particular Ingtdnal Investors participating in the Offering Mde determined by
the Lead Manager, at its discretion, subject tocthresent of the Principal Shareholder.

Dilution

Assuming that all of the Offer Shares are sold essalt of the Offering and all of the New Shares subscribed for
by the Principal Shareholder, following the Offgricompanies controlled by Indrek Rahumaa (including
Principal Shareholder, SIA Alta Capital Partnersl @& Investeerimisvabrik) will hold approximatel®.29% of
the share capital of the Company and the overatibar of votes at the General Meeting (including $itrares set
aside to satisfy the above-mentioned managemeiarpt

The shareholding of such shareholders of the Coynpdno held Shares in the Company immediately piaothe
Offering will be diluted as a result of the issuaraf the New Shares to not more than 94.87% of theginal
shareholding.

Listing of Shares

At the date hereof the Shares in the Company (éxbepNew Shares) are listed on the Main List @ Trallinn
Stock Exchange. In connection with the Offeringd &me issuance of the New Shares, the Companyapjily for
the listing of the New Shares on the Main List bé tTallinn Stock Exchange and for the listing df @hares
(including the New Shares) on the main market ef\WSE. The Company will take all necessary measaresdler
to comply with the rules of the Tallinn Stock Exolge and the WSE so that its applications will bpraped.
Trading in Shares on the WSE is expected to comenbp@&1 July 2007. The listing of New Shares onMlaén List
of the Tallinn Stock Exchange is expected in paltaliith the listing of such New Shares on the WBiading in the
New Shares is expected to commence in the midddaugtist 2007.
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Lock-Up Agreement

The Company and the Principal Shareholder have gagértaken that for a period of 180 days afterSbtlement
Date they will not conduct certain transactionshv@hares that amount to a disposal of the sameutithe consent
of the Lead Manager. See “Underwriting — Lock-Uprédgments”.
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RISK FACTORS

Prospective investors should carefully review amdsider the following risk factors and the othefommation
contained in this Prospectus prior to making anyestment decision with respect to the Offer Shafés
occurrence of one or more of these risks alonenocdmbination with other circumstances may haveaterial
adverse effect on the Group’s business, cash flfimancial condition, results of operations, or ppects. Even
though the following risk factors cover all riskset Group currently believes to be material, theksisliscussed
below may, in retrospect, turn out not to be corgpter prove not to be exhaustive and therefore nwybe the only
risks the Group is exposed to.

The order in which the risks are presented beloesduot reflect the likelihood of their occurrenaettte magnitude
or significance of the individual risks. Additiond@sks and uncertainties of which the Group is oatrently aware,
or which it does not consider significant at presearould likewise have a material adverse effecttom Group’s
business, cash flows, financial condition, resok®perations, or prospects. The market price ef 8fhares could
fall if any of these risks were to materialiseyihich case investors could lose all or part of thevestment.

Investors should only purchase Shares for inclusion broadly-diversified portfolio. Those invesavho have any
reservations regarding the content of this Prospeathould contact their stockbroker, bank, lawyax, advisor or
financial advisor. The information in this Prospestis not equivalent to the professional advicenfithe persons
mentioned above.

Industry-Specific Risks

Substantial competition in the market for womempparel

Competition in the market for women’s apparel ieatly intense in all of the Group’s markets. Theme several
traditional domestic brands in each of the Groupakets and from time to time new internationahfas brands
may enter the market, while competition is alreaglipstantial between several international and dtitnes
manufacturers of clothing. Therefore, even thougbh PTA Group is among the largest Estonian apparel
manufacturers, its market share in its home mdiletEstonia) is estimated to be around 4%. Ireiotieographic
markets the PTA Group’s market share is lower. Uohsa competitive environment smaller manufactureay
easily fail to find and maintain their niches andd market share to large international apparelfaaturers.

Competition in the lingerie market is increasinigfiense

Though still considerably less intense than the @ apparel market the lingerie market within Badtic states
and Eastern Europe (including Russia) is incre&gisompetitive. On one hand, international brandshsas
“Triumph”, “Incanto”, “Felina” and “DIM” are expanidg their activities in these geographical areagdrticular in
the upper market segments. On the other hand, ¢siv-Eastern European and Asian producers are mgerti
competitive pressure in the lower market segmdristhermore, there are a number of local compstitano are
active in the same geographical markets (such asRilssian lingerie manufacturer “Palmetta”, theohisin
“Linette”, and the Latvian manufacturers “Rosme’daty.0.V.A."). Therefore, in order to be competitiy all
members of the Group will have to be able to cdestty produce high-quality fashionable items adgust their
branding efforts to the specific expectations aisugmers in their target markets. Failure to keaye peith the latest
fashion trends, incorrect placement of productsinability to accurately assess market expectatinay have an
adverse effect on the revenue and profitabilitthef Group.

Competition for new retail premises




Competition for suitable retail space and warehsuse most of the Group’s target markets has infeubi
considerably over the past few years. A deficinefv shopping centre developments and a lack of sgtace are
particularly evident in the Eastern European markigicluding Russia. The Group’s prospects depenal ¢ertain
extent on the possibility to roll-out two retailtn®rks (“Oblicie” and “PTA”") based in newly-develeg state-of-
the-art shopping malls in Russia and possibly eomarkets. Thus far the Group’s Russian retail @rinret) has
been successful in securing a substantial amourdgtail space in such new shopping malls (see dwic titled
“Operations of the Group: Real Estate and Leasednizes). However, there is no assurance that this suceds
continue in the future.

Securing suitable premises for expanding retailvitiets may also be an obstacle in the Baltic megkélthough
many new shopping centres and other suitable tiasilhave been built in the Baltic states in recgsdrs, a
significant number of the most favourable locatians already occupied by competitors who are ctlyr@nesent in
the relevant markets.

The future performance of the Group may also becsdly affected by the constantly rising pricedasfd and
construction costs (due to increasing costs of tcacison materials and labour), which may resulconsiderable
increases in rental costs for tenants and redutedest from investors for building new shoppinglisialrhese
circumstances may affect the ability of the Groapexpand its retail operations, in particular ie Baltic states,
which mainly may adversely affect the future salE$PTA” branded women'’s apparel.

Delays in the construction of shopping malls

The expansion of the retail network constituteggaiicant part of the Group’s development stratelgipst of the
new stores which are to be opened in the next fearsyby the Group will be located in shopping maliisl the
majority of those malls are currently under conginn. Due to possible delays in the constructibthose malls
there is no assurance that the Group will be abtgpen the anticipated number of stores.

Demand for the Group’s products

Due to the intense competition in all relevant naésk the Group’s success is highly dependent oiciaaft

marketing policy which should aim at ensuring contius demand for the Group’s products through masim
consumer satisfaction both in terms of product itpa@nd shopping assistance. While demand for gigttand

lingerie is generally relatively stable, demand garticular products may fluctuate considerablyhimitthe relevant
sectors as consumer preferences change and eVtlesefore, appropriate branding and pricing, cdrtiesing of

discounts and promotional/advertising campaignswel as quality in-store service, are of the utinsisategic
importance to the Group. Even minor errors in assgsconsumer behaviour and/or taste may advesdtdgt the

demand for the Group’s products and thus have ativegeffect on sales. As an example: in 2005 tben@any

experienced considerable decrease in the sale® DA™ branded apparel to the Scandinavian countiies to

improper positioning of products within the relevapparel market.

Cost of raw materials

For lingerie and women’s apparel manufacturingdbsts of raw materials, such as high quality fabead lace,
may comprise over 50% of the total cost of goodd.sthe Group is not itself engaged in the manuifaat of raw
materials and must therefore rely on external semplin order to maintain and increase levels afdpction.

Therefore, the Group is unable to fully controlstgpplies of raw materials. Temporary or permamgsruptions in
supply and/or significant fluctuations in costsrafv materials will have an almost immediate effactthe output of
the Group’s manufacturing entities and the costt®fproducts. Depending on the type and extent upply

disruptions and/or price fluctuations, the Grougtslity to compete with prices offered by compeattavith better
access to raw materials may suffer.

Rising cost of personnel

The production of both lingerie and women’s app#diighly labour-intensive and involves delicasntlling and
sewing operations which are not suited to full ensiion. Therefore, labour costs represent a sigmifi share of the
Group’s manufacturing expenses and have a diréettebn its competitiveness and profitability. Thepply of
skilled workforce at the present salary levelslisay limited in the Baltic states and over thegderm also in
Eastern Europe. Rising costs of labour pose rigksn@aintaining product price competitiveness ang hmader the
expansion of the Group’s production capacity infiltere. A significant manufacturing capacity inl&®s which
has been acquired by the Group provides solid gtiote against labour shortages and personnel @oste short
and medium term but may lose part of its appe#thénlong term as the Belarussian economy catchegthphat of
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the rest of Eastern and Central Europe. Theref@déstroup may in the future have to outsource itsufacturing to
a greater extent than thus far and start relyingart on sewing services purchased from third a@sit Such
increased outsourcing may create greater riskelafyd, and lead to quality and communication issassvell as
having the effect of increasing the administratiosts of the Group.

Rising rental costs

With the full roll-out of the Group’s retail markdghe Group will incur significant fixed or semixéid rental costs on
a monthly basis. Considering the substantial coitipetfor suitable rental premises in the largetiesi in the
relevant markets, the Group may be forced to irsgrepending on rent in order to maintain its trgdiacations. As
a result the profitability of the Group operatianay suffer. Moreover, each of the Company, Klemant Lauma
Lingerie operate from leased premises and do igtdantrol the amount of rent that is being chatder the use of
such premises. Therefore, such entities are alsodertain extent exposed to the risk of incre&sesntal costs.
Furthermore, all rented premises are prone tofaiocetdegree to the risk of termination of the releiease, subject
to the conditions of contract. Although the Groupempts to negotiate the best possible terms atiraéls, no
assurance can be given that larger and more poghtgpping malls will always be unsuccessful in isipg their
own conditions of lease. Such conditions may noirbthe Group’s interests and may, for exampleluithe the
landlord’s right to terminate the lease prior te é@xpiry date. Should one or more agreements bmgtoeely
terminated the Group (or any other entity thatrimnp to termination risk) may suffer at least terapp setbacks in
terms of revenue and profit.

Upcoming income tax reform in Estonia

Since 2000 Estonia has run a system of corporateria tax which is favourable for investment andaghsoriented
undertakings. Retained earnings are fully exempinfcorporate income tax and only profit distribnspin their
various forms, are taxed. Therefore, corporatioas re-invest profits without triggering income tté®a. The
European Commission considers this system to b&raagnto EU law. EU rules require that dividendddp#o
shareholders who hold at least 15% of the sharacompany are not taxed at the source (i.e. ifndimee country of
the company paying the dividends) and Estonia mastply with these ruleby 1 January 2009. It is currently
possible that starting from 2009 Estonian companidishave to pay corporate income tax on earnirigss not
presently known precisely what the features ofrib income tax system would be (including the psmgblevel of
the tax rate) and it is therefore conceivable thatupcoming changes could have an adverse effettteofinancial
results of the Group and its ability to sustairrent rates of investment and growth.

Changing fashion trends and customer preferences

The Group’s business consists of the sale of ptsduca market where customers’ decisions are drivainly by
current fashion trends and prevailing tastes. A®ftber businesses operating in the same industsyfailure by the
Group to adapt its product range to customer erpiects creates a risk of being left with slow-maystocks or the
need to sell goods at significantly reduced pribesh of which may have an adverse effect on treu®s operating
results and financial standing.

Seasonality

The vast majority of the Group’s revenues is geteerdy lingerie sales. The seasonal collectionthefGroup’s
lingerie products represent approximately 15% efwole output and the release of lingerie coletiis planned
by the Group to occur evenly throughout the whodaryand therefore seasonal changes in the Groafgs s
revenues do not currently have a material effedhenGroup’s sales revenues in the individual euartThe effects
of seasonality are prominent in the Groups’ appbwusiness. With two major collections per year {&pSummer
and Autumn-Winter), the seasons reach their peakpiil-May and in September-November. However, pgaael
revenues currently represent approximately 10%hefGroup’s sales, the effects of seasonality iraeglsales do
not have a material impact on the Group’s totasatvenues generated in individual quarters. Dileet expansion
of the Group’s retail operations in the coming geaeasonal fluctuations will have greater impacthe demand for
the Group’s products, thus affecting the finanoéslults of the Group in individual quarters.

Business Risks

Expansion of retail operations may lead to admiaiste and/or structural difficulties and such @i@ns may not
begin to generate expected profits in the future
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The strategy of the Group involves the opening sigmificant number retail shops, operating undier ‘Oblicie”,
“PTA” and “Milavitsa” names, within both existingid new geographic markets before the end of 2046.rdll-out
of a new retail chain in Russia has been carrigcsimee 2006 through Linret, a specialized retatitg within the
Group. Prior to the launch of Linret operations @®up had no significant experience in runningrgé-scale retail
network. Linret has been generating losses singeinitorporation. The rapid expansion of the intdomal
operations of the Group and limited experiencehef Group in running large-scale retail operatiorssy iead to
administrative and/or structural difficulties anflimately result in higher than expected costs wdhsoperations
and/or a slower rate of expansion. There is alsassorance that the Group’s retail operationsheifin to generate
expected profits in the future. The inability oktsroup to successfully expand its retail operatioray adversely
affect the business activities, results, finanp@dition or prospects of the Group.

Re-organisation of the Group

In 2006 a re-organisation of the Company took plasea result of which AS Klementi was divided irteo
companies by the way of the separation of a newidigry from AS Klementi. The Company was renamdd\ P
Grupp AS and is the legal successor of AS Klemdthie new subsidiary received all the productiorate assets of
the Company and was registered under the name I&®enti. The division was deemed completed anhdhal
rights and obligations transferred as of the makafigthe relevant entry in the commercial registeg, on
15 August 2006. In addition, following the acqusit of the Silvano Group by the Company, a redunhdfding
company (Silvano) became a part of the Group arddbmpany became the ultimate parent of the laBgeup
while at the same time also remaining responsibietfe management of the retail operations witlpeesto the
“PTA” trademark. On 13 April 2007 the Company annced restructuring plans under which Silvano wal b
merged with the Company and subsequently eliminatéile the Company (listed on the Tallinn StockcBange
and in the future on the WSE) will concentrate egilely on the strategic management of the Groupréer to
separate the current business activities of the faom (retail sales of the “PTA” brand products)nfrthe strategic
management of the Group, the Company is establishinew subsidiary (PTA2), which is currently ie throcess
of being founded. As a result of the restructuriRgA Grupp AS (i.e. the Company) will be renamed 3ivano
Fashion Group. The Company expects to completeetmeganisation in the third quarter of 2007 and publish
information on such completion in due course. Inr@xtion with this re-organisation the Company magd to
take steps to integrate its business operatiomdradize asset and liability management, and cagevénformation
systems. Such a process may be lengthy and expeaist may not be completed within the planed tiraex& or
manner, or at all. The integration of certain conmipa may also result in inconsistent implementatdnthe
established policies and procedures of the Groupeploss of its existing clients or business pagnTherefore, the
Company can not guarantee that the above-mentitmgede-organisation processes will not have negatifluence
on the business, results of operation and/or filsueondition of the Group.

Lack of historical financial information presenti@joup in its current form

The Group in its present composition and scopefaased through the acquisition of Silvano by thentpany in
2006. Silvano in turn is a recently-establisheddhmy which acquired its current subsidiaries (Milsa, Linret and
Lauma Lingerie) during 2006. Of these subsidiarigisret is a recently-established entity which coemmed
operations in 2006 and Lauma Lingerie was estaddisis a result of the division of its predeces&&rlLauma, in
October 2005.

Due to the specific nature of the Silvano Groupvédio Group itself is a product of recent consdlamd full and
reliable financial information of the Silvano Groigpnot available for financial years precedingfinial year 2006.
For financial year 2006 the Company has preparegltdited Pro Forma Financial Information in accomawith
Annex Il of the Prospectus Regulation, which isspréged in the Section titledJhaudited Pro Forma Financial
Informatiori. In addition to the Unaudited Pro Forma Finand¢rdbrmation, the Company has prepared aggregated
financial information for financial year 2005 illwating the consolidated financial results of th€APGroup
combined with those of the Silvano Group for thaaficial year, which is presented in Section titleshaudited
Aggregated Financial InformatidnDue to the limited access that the Company bath¢ financial results of the
Silvano Group prior to financial year 2006, andingkinto account the complex history of the SilvaBmup itself,

the Company was not in a position to prepare cafeteld information for financial year 2005 in aatamce with
Annex Il of the Prospectus Regulation and no procesl were performed on such aggregated consolidated
information by the auditors of the Company.

The financial information presented in the Prospederived from the Unaudited Pro forma Finanaifbimation
and the Unaudited Aggregated Financial Informagibauld not be considered indicative of actual teshiat would
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have been achieved had the acquisition been conatedron the date or for the period indicated andatqurport
to indicate the results of operations as of anyrutdate or period. There can be no assurancéhihatctual results
will not differ significantly from the financial fiormation derived from the Unaudited Pro Forma Raial
Information and the Unaudited Aggregated Financiedrmation.

Top and middle-level human resources are limited

Until now both the PTA Group and the Silvano Grduluding the individual entities belonging to the have

been successful in attracting and retaining qealifind experienced top and middle-level managepensbnnel.
The combined management of the Group, as wella®ttal management of each Group entity, is coragrif top

professionals in the relevant areas with signifieaxperience in their respective fields. Howevhg éxpansion of
the Group will lead to a growing demand for skillednagement personnel to fill new, emerging pasitim the

central management and elsewhere. It cannot beagtesd that suitable personnel will always be yasibilable

where and when required. Failure to attract in tlme and retain qualified and experienced humaauregs may
have the effect of slowing down the expansion @& @roup and ultimately entail higher hiring and soemel

expenses.

Dependence on essential supplies

The manufacturing of high quality lingerie produatsd apparel is greatly dependent on the qualitialofics (and,

in the case of lingerie, lace). The manufacturintities of the Group depend on certain key supphenose supplies
have historically been used in manufacturing thedpcts of the PTA Group, Lauma Lingerie and Milaait

Therefore, the loss of certain key suppliers ccudste noticeable negative effects on the businegsheofGroup.

Substitutes for the products of the establishegl#ng (including matching colours and texturesyulgobe hard to
secure. For this reason, the Group might have-ttevelop certain products based on alternativeidatand other
material in the event of the loss of a key suppligre market success of such new products canngtiéeanteed
and supply prices of alternatives could be highéerefore the loss of key suppliers or temporappguproblems

may have considerable negative effects on the Gsawgput and/or sales.

Dependence on major distributors

Certain brands of the Group are distributed throaglimited number of significant distributors whergrate a
notable proportion of the sales revenues from durands. For Lauma Lingerie 34% of the sales reven&006
was generated by the three largest distributordevitr the PTA Group the respective figure was8%2.(whereas
the distribution of Milavitsa's products is handldy its affiliates). Some distributors act simultansly as
wholesalers and retailers of the Group’s produess, well as intermediaries between the Group aneroth
wholesalers. Such distributors may have substab#egaining power in their discussions with the @roas the
termination of the contractual relationships witicls distributors or the involvement of competingtdbutors or
even temporary difficulties in business relationghwhem may have a material adverse effect onsties of the
Group.

Interest rates

Some of the interest-bearing obligations of the Gany (see further details in the Section titl€apitalisation and
Indebtedness are tied to the EURIBOR base rate. Thereforegases in European Central Bank interest rates (and
consequently, increases of the EURIBOR base ratklead to a corresponding increase in the finahcosts of the
Group. However, such increases are not likely teeta significant effect on the overall results leé bperations of
the Group on account of the currently negligibleoanmt of EURIBOR-dependent financial obligationstod Group
relative to total capitalisation. Neverthelessjraarease in the cost of borrowing may hinder thiéitgtof the Group

to raise additional debt capital that may be rezglifor the implementation of its expansion plans.

Currency exchange

Estonia and Lithuania joined the Exchange Rate Mdeisim (ERM II) in June 2004 and Latvia joined tHeMEII in

May 2005. As a result the central exchange ratethéothree national currencies against the EUReiiged. Under
ERM Il the three countries’ currencies must notidevby more than 15% from the agreed exchangs tat¢he
EUR. Furthermore, the central banks of Estonia latitbania allow 0% fluctuation and the Central Basfk_atvia
allows a + 1% fluctuation.

However, expectations that Estonia, Latvia anduathia would start using EUR notes and coins frodaduary
2007 proved unrealistic. The possible date foritttiduction of the EUR in all three Baltic staiedikely to be
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further away (perhaps 2010 or 2011) in light oatiekely high inflation and sizeable current accodeficits. A delay
in the transition to the EUR may ultimately leadatdrop in investor confidence and an overall adecin the growth
rates of the Baltic economies due to a remote tillipessible risk of devaluation of the nationairencies against
the EUR.

The effect of currency exchange rates on costgaofitability is more probable with respect to Rias&Jkraine and
Belarus (and, in the future, possibly with respgecbther Eastern European markets) where the ratmnrencies
are not tied to the EUR. Presently, however, theu@rdoes not consider it necessary to hedge agamsiurrency
risk in Russia, Ukraine and Belarus as future emgkarate trends are difficult to predict and thi&ipg of the
relevant financial instruments is currently notrsas favourable.

Dependency on key personnel

Conducting successful operations in Russia andr atbighbouring countries requires a notorious arh@fifocal

know-how and experience which takes years to devélarthermore, the largest of the Group’s produrctacilities
(the Milavitsa factory in Minsk) is located in tt@ontroversial and complicated legal, political amcbnomic
environment of Belarus. For navigating in the afoeationed markets, the Group intends to rely onettperience
of management personnel with a proven track-redordetail lingerie and clothing. The loss of anyclsukey
employees by the Group would have a material agdweffect on the Russian and CIS operations of tloei® while
recruiting equivalent replacements may take comahide time to accomplish and may not always be tjwaity

feasible.

Risks Related to Operations in Foreign Markets

Local connections take time to develop

Certain Eastern European markets are to a signifiegtent based on personal relations betweendtieus market
participants. As an example, securing suitable memfor new retail outlets in Russia, Ukraine d@&wlarus
normally requires a noticeable degree of persoppiaach to the contractual partners which woulditiamiliar to
companies operating exclusively in the Baltic stafieo this end, the Russian, Ukrainian and Bel@nssntities of
the Group are somewhat at a disadvantage when cechfralocal operators with well-established laz@hnections.
However, the Group expects such disadvantage tongimand disappear over time as the local manageme
becomes more accustomed to the local market atiteaSroup hires a larger number of local profesioio assist
in everyday operations. At the same time, the coptated central management of the Group as wethedocal
management in Russia and Belarus already havedsrabile experience in the relevant markets andbsilhble to
successfully lead local operations.

Lack of reliable market information

The majority of markets in which the Group intertdsoperate, or which it may consider in terms ofufe
expansion, are characterised by a lack of reliatftgmation on the condition of the textile andtblimg industry in
general and the lingerie and women’s apparel marikeparticular. Such information often needs tocbéected
from unverifiable or unreliable sources or throumytn research. Strategic management decisionsatiaelto such
markets may therefore have to be made in the absradequate data which may in other markets hesidered to
be essential.

Legal and political uncertainty in non-EU states

The legal system and the administrative bodiesesfa;n non-EU states in which the Group intendoperate
(including Russia, Belarus and Ukraine) are to assidegrees less developed than the Baltic stat¥gestern
Europe. While the situation is especially acutBéalarus (see below), the legal and administratigtesns of other
non-EU countries may also from time to time createsiderable difficulties for the management oflaaperations.
Ambiguities in applicable legislation and the preatimplementation of the same may often leadtteions where
simultaneous compliance with all applicable norrmesyrprove extremely difficult. Such ambiguities magve the
end effect of increasing compliance costs and dsang the rate of expansion.

At the same time, the political systems of the @foentioned countries may pose additional risksheo Group
through overall negative macro-economic and/or llegawelopments. Such risks may materialise in threnf of
stricter compliance requirements, higher tax busgéawer demand and other similar negative circantsts which
cannot be reliably predicted or alleviated by tbéoms of the Management.

Political relationship between Russia and its neayliing countries
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Several recent examples illustrate the degreeséfirivolved in trading with Russia. The Russianaowment is
known to exercise economic means to achieve paligénds or try to protect its own production busges by
imposing expensive trade barriers which, in turighhhave an adverse effect on the business dbtbep.

The aforementioned tendencies became recently epéiirough a number of incidents, including theplioit
economic sanctions against Estonia initiated inetié of April 2007 in connection with the removélacSoviet-era
monument in Tallinn. Russia responded with the atims of several large investment projects invajviRussian
state-owned enterprises and a number of largetpra@mpanies (e.g. Severstal and Acron) followeddi#ionally,
Estonian businesses are facing increasing burdaugnessure and are suffering from interruptionsrailway
transport. Other examples include the Russian pitidm on the importing of Polish meat products ethstarted in
2006 and the selective enforcement of sanitaryireoents effectively barring imports by most Geargand some
Belarussian producers.

Imminent uncertainties in Belarus

The vast majority of the Group’s revenues (75%tf@ year ended on 31 December 2006) was genergtdteb
Group’s operations in Belarus. Milavitsa, the mBelarussian subsidiary of the Group, also holdstthdemark to
the strongest lingerie brand of the Group — “Mitaaf’.

At the moment, no clear body of case law exist8éfarus in the areas of regulation which may proveial to the

operations of the Group. Likewise, there is noa@fte system, official or otherwise, under whichrivas decrees,
ministerial decisions, court rulings or internalpdement circulars having the force of law are ketband made
publicly available on a regular basis. As a consega the outcome of most court cases cannot ladhelredicted.
Furthermore, the Group may from time to time lack &nd adequate information about the actions medsures
that need to be taken in order to comply with alplecable rules and procedures. This may eventuakylt in

material adverse consequences for the Belarusgiarations of the Group through increased compliaosts as
well as through possible administrative sanctiond disputes which may have a material adverse teffecthe

operations, financial position or results of thed@p.

Moreover, Belarussian legislation and administefpolicy may from time to time be influenced by rgas in the
political agenda. State intervention is possiblgonel what is expressly permitted by current lawg administrative
discretion may be exercised in a manner that isndental to a particular market participant or aokehindustry.
Partially in view of the above, in 2006 Milavitsagsed an agreement with the Belarussian Antimonopol
Committee. Pursuant to this agreement Milavitseeagrnot to conduct any actions which can be cledsis
monopolistic or restrictive of competition. Suchregment may impose certain restrictions with resgec
Milavitsa’s domestic sales. There can be no asserdnat the state intervention into the Group’srapens in
Belarus will not have a material adverse effectr@noperations, financial position or results & @roup.

Certain legal restrictions in Belarus

Certain legal restrictions applicable to the atitéi of the Belarussian entities of the Group @ensas particularly
unusual in comparison with the other markets inclwithe Group intends to operate. In particulagtiedly strict
regulations are in place with the respect to tmeurgeration of employees in Belarus. The state impaatios that
are applied to determine salaries for each classngfloyee: a base salary is multiplied by the retype ratio
reflecting the seniority of an employee to arrivettze final salary. As a company with a foreign rehalding
Milavitsa is permitted to establish its own baskusa The ratios, however, remain in place, thdsatively limiting
the amount of executive remuneration that may b pa the top management. However, certain addition
payments may be made to employees and manageniatrbtiuce further diversification of salaries. Tihmitations
of flexibility in establishing the remunerationttures by the Group for its employees and managemeBelarus
may have an adverse effect on the Group’s busarerospects.

In addition, each year Milavitsa receives certagrf@mance targets from the Republic of Belarus &l
authorities that must be met. These are developséd on the overall trends in the Belarussian engnand
distributed between various companies, whethee siatprivately owned. These performance targets coggern
primarily the following key areas: (i) productiorolume (an increase of production volume may be iredu
compared to the production volume of the previoessr); (ii) gross margin; (iii) caps on domesticcprincreases for
existing products (e.g. a maximum of 0.6% per mdothexisting products, while at the same time ¢hare no
regulations for the pricing of new products). Undiee Belarussian law, the inability to meet suchfqrenance
targets would not result in sanctions unless thapamy in question is either partially state-ownedsobenefiting
from state aid (the Group’s Belarussian entitiesndt satisfy either of these criteria), howevermiay have a
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negative effect on the perception of the Group'srapons by the Belarussian authorities, whichuim tmight have a
material adverse effect on the operations, findpaaition or results of the Group.

Additionally, privatised Belarussian companies suh Milavitsa are subject to “golden share” legisla
effectively granting the state the right to exezcgsmajority vote in any company by introducingef@rential share.
The “golden share” is a form of state participatiothe ownership of a company with a single shetnech grants a
majority vote in all circumstances. TheoreticaMjilavitsa could be subject to the “golden sharejulation (see the
Section titled “Operations of the Group - Licensamgd Compliance”). As Milavitsa and its subsidiargenerate the
vast majority of the Group’s revenues (75% for yhar ended 31 December 2006) and, in addition,vitda holds
the trademark to the strongest lingerie brand ef@moup - “Milavitsa”, the introduction of such gdiden share”
resulting in the Group ceasing (at least for atkehiperiod of time) to control Milavitsa, would lea material
adverse effect on the operations, financial pasitioresults of the Group.

Risks Related to Shares, Listing and Trading

General Risks

Substantial sales of existing Shares or offerirfgseav Shares

In connection with the Offering, certain “lock-upreements will be executed in respect of the issuksale of
Shares by the Company and the Selling Sharehdider.the Section titlederms and Conditions of the Offerfng
for further details regarding the entities enterinp such lock-up agreements and the terms thenedfiding the

period for which such restrictions will be binding such persons. After these lock-ups expire, ®temminated, the
respective Shares will be available for sale withany restrictions and there can be no assurante \whether or

not they will be sold on the market.

The Company cannot predict what effect such fusades or offerings of Shares, if any, may havehenmarket

price of the Shares. However, such transactionsimag a material adverse effect, even if tempoxamthe market
price of the Shares. Therefore, there can be norasse that the market price of the Shares willdemtrease due to
subsequent sales of the Shares held by the existingeholders of the Company or a new Share isgutheb

Company.

Payment of dividends

The Company is under no lasting and definite ohiigato pay regular dividends to its shareholdensl @o
representation can be made with respect to the @atyend amount of future dividends, if any. The Egament’s
recommendations for the distribution of profit wik based on financial performance, working capégquirements,
reinvestment needs and strategic considerationshwhiay not necessarily coincide with the short-tértarests of
all shareholders. The payment of dividends andatheunt thereof will be subject to the ultimate dision of the
majority of the Company’s shareholders.

Analysts may stop publishing research or reporthherCompany

There is no guarantee of continued analyst researebrage for the Company. Over time the amouniiod-party
research available in respect of the Company merease or decrease with little or no correlatiorthi® actual
results of its operations because the Company tvasflnence on the analysts who prepare such repggative or
insufficient third-party reports would be likely tmve an adverse effect on the market price antrakéng volume
of the Shares.

Ownership structure

The Company is and will remain under the controthaf Principal Shareholder and under the ultimaterol of
Indrek Rahumaa (see the section titl&whership Structurefor more details). With an ownership stake in the
Company exceeding 50% the Principal Shareholddrbegilable to adopt the majority of the corporateislens
which are under the competence of the General Mgeti the shareholders of the Company or block slagdisions
(see more the section title@éneral Corporate Information and Shares: RightSbareholdery. In addition, the
Principal Shareholder may be able to prevent oseathange of control and discourage bids for thereShat a
premium over the market price. The interests ofRhacipal Shareholder could conflict with the issts of other
shareholders including the holders of the Offerr&8hand may lead to the making of decisions thithave a
materially adverse effect on any investment inShares.

28



Tallinn Stock Exchange

An active market for the Shares may not be sustiaimethe Tallinn Stock Exchange

From 20 May 1997 until 21 November 2006 the Shavese listed on the Investor List of the Tallinn &o
Exchange. On 21 November 2006 the Shares werddresrs from the Investor List to the Main List diet Tallinn
Stock Exchange and the Shares have been listeldeoddin List of the Tallinn Stock Exchange sincatttlate. In
2007 trading in the Shares has been rather actwsidering the size of the Tallinn Stock Exchangg lhas
remained very modest when compared to market digpiian. In the period between 1 January 2007 Enhdlay
2007 the average daily turnover of trading in tHer®s on the Tallinn Stock Exchange was approxisnate
EUR 260,000.

The Company cannot provide any assurance that tare acading market for the Shares will be sustdioa the
Tallinn Stock Exchange after the completion of liséng of the Shares on the WSE. If you purchasg &hares,
you may not be able to resell those Shares onahlimiT Stock Exchange at or above the purchase goa paid.

The price of the Shares may be volatile and mayghaignificantly in response to numerous factacduding:
actual or anticipated fluctuations in the quarterhd annual results of the Company and those gfuibdicly-held
competitors; industry and market conditions; mesgamd strategic alliances in the industry; charigdaws and
regulations; shortfalls in the operating resultstttd Company or its competitors compared to lefalecast by
investment analysts; public announcements concgriiie Company or its competitors; global and regjion
economic conditions; and the general state of g&simarkets. Many of these factors may be beybadontrol of
the Company and are difficult or impossible to jced

Volatility and limited liquidity of shares listechahe Tallinn Stock Exchange

The average daily trading turnover of the Tallimock Exchange from 1 January 2006 to 31 Decemb@6é 2@as
2.93 million EUR. From 1 January 2007 to 31 Mar&®2 the average daily turnover was EUR 3.86 milliariotal
of 16 companies were listed on the Tallinn Stocktznge as of 31 March 2007. As of 31 December 2098hree
largest companies in terms of market capitalizatié&® Eesti Telekom, AS Tallink Grupp and Olympic
Entertainment Group AS, represented 56% of theinfalStock Exchange’s aggregate market capitalinatid
approximately EUR 4.35 billion. Consequently thdlifa Stock Exchange is substantially less liquitdamore
volatile than established markets such as thosathiar countries with highly-developed securitiesrkats. The
relatively small market capitalization and low lidity of the Tallinn Stock Exchange may impair tability of
shareholders to sell the Shares on the TallinnkSEachange, which could increase the volatilitythed price of the
Shares. The delisting of any of the large compalisésd on the Tallinn Stock Exchange would beljikie have a
negative effect on the market capitalization agditiity of the Tallinn Stock Exchange as a whole.

As the Tallinn Stock Exchange is characterised élatively low investor activity the impact of indiual
transactions on the market price of securities begignificant. Lower investor activity may leadvtider spreads
between bid and ask prices and a correspondinglgritiquidity of traded securities.

Harmonisation of the Tallinn Stock Exchange withestOMX Exchanges

The Tallinn Stock Exchange, where the Shares atedlj is a part of the OMX Exchanges. Currently Tadinn

Stock Exchange is in the process of harmonizingtaadards with those of OMX. While the implemeiotaiof the
related changes might cause some disruption iingad the Shares, the Company expects that itotiger term it
will benefit from relying on a uniform trading sgst in the Northern Europe region. The OMX group ahéends to
create a pan-Nordic and Baltic stock exchange tle, details of which have not yet been releaséduld the
Company fail to meet the criteria for such a coradifist, such failure may affect the liquidity diet Shares.

Warsaw Stock Exchange

Limited liquidity and share price fluctuations
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Prior to the Offering the Shares have not beeedigin the WSE. No assurance can be made that foljothe
Offering the Offer Shares will be actively traded the WSE and that the market price for the Shaiksot drop
below the Offer Price or that the price of the ®kawill not be subject to material fluctuationsisTimay be due to
several factors, including foreign exchange fluttres, periodical changes in the Group’s operatiomesults,
trading volume and liquidity, and conditions oncit@xchanges around the world.

Significant price and trade volume fluctuations enaracteristic of the Polish capital market, angstors intending
to trade in large blocks of Shares should take dotasideration the risk of temporary decreasesackdiquidity as
well as significant price fluctuations. Therefoas, investor assessing an acquisition of the Offer&s should take
into consideration the risk of temporary decredséle liquidity of the Shares.

Listing the Shares on the Warsaw Stock Exchantiedgo contingencies

The admission of Shares to trading on the WSE [mdeant on: the Polish Financial Supervision Corgimis

receiving a certificate from the Estonian Finan@&alpervision Authority confirming that this Prospexchas been
approved in Estonia; the KDPW registering the Shamd allocating a securities identification codéhe Shares;
and the WSE’s management board agreeing to theSbaing listed and traded on the WSE. The Comppaernds

to take all necessary steps to ensure that theShae admitted to trading on the WSE as soon sslpe. However,
there is no guarantee that all of the aforementiazenditions will be met and that the Shares wdldadmitted to
trading on the WSE at the expected date.

Trading in the Shares may be suspended or the Shaght be delisted

Under Polish securities regulations if a public pamy fails to comply with certain obligations undlee Polish Act
on Public Offerings, the Polish Financial SupenmsCommission may impose on the entity which fatedomply

with such duty a cash penalty of up to PLN 1,000,80d may issue a decision to suspend tradingdi shiares on
the regulated market or delisting such shares oray impose both of these penalties. Moreover, yamntsto the
Trading in Financial Instruments Act if tradingspecific securities of an issuer may impose a ptesgireat to the
proper operation of the regulated market or thetgadf trading on that market, or may harm investonterests, the
WSE, at the request of the Polish Financial Sug@amiCommission, may suspend trading in such séesifor up

to one month. The Company cannot assure you thlyasach circumstances will not arise with respedht Shares
in the future.

Under the rules of the WSE the management boatleo¥VSE may suspend trading in financial instrurmdot up

to three months at the issuer’s request or if sudpension is necessary to protect the intergsadihg participants,
or if the issuer is in breach of the regulationshef WSE. In addition, the management board ofM&E may delist
securities if: (i) the transferability of the seiti@s has become restricted; (ii) the Polish Fim@n&upervision
Commission requests such delisting; (iii) the siiesrare no longer in book-entry form; or (iv) thecurities have
been delisted from another regulated market bynapetent supervisory authority.

In addition, the management board of the WSE msy delist securities from trading if: (i) the seatias no longer
meet the requirements for admission to tradinghenWSE; (ii) the issuer is persistently in breatkhe regulations
of the WSE; (iii) the issuer has so requested; tfi¢) issuer has declared bankruptcy or a petitorbankruptcy is
dismissed by a court because the issuer’s assetasarfficient to cover the costs of the bankruptegceeding; (v)
the WSE considers it necessary to protect thedstesf trading participants; (vii) no trading waéeeted in the
financial instruments within the three previous tian (viii) the issuer is involved in a businesattls illegal under
applicable law; or (ix) the issuer is in liquidatiproceedings. The Company cannot assure any owtdst any
such circumstances will not arise with respechto$hares in the future.

Differences in availability of public informatiomd reporting and rights of shareholders

The disclosure requirements applicable to publimganies in Estonia differ in certain respects frtmse
applicable to public companies in other countriesluding Poland. As a result, public companieE&tonia, such as
the Company, may disclose less information or Hermint dates than public companies in certain roteeintries,
including Poland. In particular, the following difences in publication standards exist under Emstolaw: (i) the
Company is not required to publish separate half yesults, which would be reviewed by an indepahdeditor;
(ii) quarterly results are published within 60 ddglowing the end of each quarter; (iii) the Compads under the
obligation to publish annual financial statementihin six months from the end of the financial year

The rights of holders of the Shares are governefidtgnian law and the Company’s organization docusid hese
rights differ in certain respects from the righfssbareholders in corporations organized undeldahes of Poland.
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Moreover, to exercise certain of their shareholdghts, the Shareholders will have to comply witértain
requirements of Estonian law. Therefore, there lmamo assurance that shareholders intending taisgetheir
corporate rights, including voting rights and preptive rights, will be able to do so in a timely mnar, if at all, and
without incurring additional costs. Please s€fieral corporate information and shares: RightsSbareholders
for further information.

Judgments of Polish courts against the Company Ioeayore difficult to enforce than if the Companyddts
management were located in Poland

The Company was formed in accordance with Estolalrand its registered office is in Estonia. Thgarity of the
assets of the Company are located in Eastern Eamopearkets outside of Poland and the majority & th
management personnel working for the Company aieent in countries other than Poland. For thiseaaPolish
investors may encounter difficulties in serving sooms and other documents relating to court proogsdin any of

the entities within the Company and/or the managemersonnel working for Company. For the sameaedtsmay

be more difficult for Polish investors to enforcgudgment of the Polish courts issued against antifies within the
Group and/or the management personnel working fomg@any than if those entities and/or the management
personnel were located in Poland.
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REASONS FOR THE OFFERING AND USE OF PROCEEDS

Reasons for the Offering

Currently, the Shares are listed on the Tallinrctexchange and are traded with limited liquiditbdaat relatively
low volumes. The Management's evaluation is that@lfering and the listing of the Shares of the @any on the
WSE would increase the liquidity of the Shares,litate the Group’s access to the capital markdt&astern
Europe and improve opportunities for further growth

In connection with the acquisition of the SilvanmGp in the fourth quarter of 2006 and the subsegfugther steps
aimed at streamlining and widening the Group’s apiens (including the acquisition of Splendo Polska
November 2006, the increase of the ownership stakeilavitsa in December 2006 and March 2007, alnd t
corporate re-organisation plan that is being imgletad at this time), the scope of Group’s actisitend the
investors’ interest towards the Group increasedicenably.

Listing on the WSE would have a significant inceas the investor base, which would result in theréased
liquidity of the Shares. Among other things, thaifig would open up possibilities for investmenttie Company’s
shares by Polish pension funds, whose ability amstact in securities listed outside Poland is échitue to the
peculiarities of local legislation.

The status of being listed on the WSE would alsweiase the ability of the Company to raise additiaapital in
Poland and other Eastern European countries ifssacg, partially due to the improved liquidity betShares and as
a result of overcoming the aforementioned legigtakiurdles.

In addition to the above, the Group’s reputatioraaggional producer and retailer of apparel angeliie would
grow significantly, creating better conditions ftire formation of long-term relationships with stgoregional
suppliers and clients, as well as for the furthgramsion through mergers and acquisitions.

The Offering will also provide the Company with @dihal capital for further expansion of the retadtwork and
increase the investor base, contributing to thieieffcy of the secondary market in Shares.

Use of Proceeds

The Company will not obtain any proceeds directlynf the Offering. The Principal Shareholder hasadrto
utilise the net proceeds of the sale of the Offear8s to subscribe and pay for the New Sharesorinextion with
and immediately after the Offering, the Companyl istue the New Shares to the Principal Shareha@tian issue
price equal to the price per share at which theiBhares will be sold in the Offering.

The aggregate net proceeds to the Company fronssuance of the New Shares after deduction of ées find
expenses payable by the Company in connection tw@hOffering cannot be accurately estimated befloeefinal
determination of the Offer Price. The fees and egps to be incurred by the Company in connectidgh @ffering
and the placement of the New Shares are estimatedith approximately EUR 1 million, including appble taxes
(subject, however, to the final Offer Price and die¢ermination of such costs which can not be faligessed at this
time).

The proceeds obtained by the Company in connectith the issuance of the New Shares to the Prihcipa
Shareholder are expected to be used in connectitntihe expansion of the Group’s retail network dandher
corporate acquisitions in existing and new markietduding the increase of the Group’s current shatdings in its
existing affiliates, such as Milavitsa and MTCB).
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CAPITALISATION AND INDEBTEDNESS

The total assets of the Company (based on the édidtinancial Statements of the Company) as of tite of
financial year ended 31 December 2006 were EUR &illlbn). As of 31 December 2006 current assetsevieUR
39.6 million, with the remaining EUR 12.3 million hon-current assets. As of 31 March 2007 the taéts of the
Company (on the basis of Unaudited Interim Findn8i@tements) stood at approximately EUR 54.6 amilli
Current assets were EUR 40.6 million, with the reing EUR 13.9 million in non-current assets.

The total liabilities of the Company (based on #hadited Financial Statements of the Company) atehd of
financial year ended 31 December 2006 were EUR million, resulting in total net assets of EUR 4@illion. As
of 31 March 2007 (on the basis of Unaudited InteFimancial Statements) total liabilities were EUR3L million,
resulting in total net assets of EUR 42.3 million.

The capitalization of the Company as of 31 Marc8723 shown in the following table:

Million EUR 31 '}{'J?]rgl:‘ diztgg;
Short-term interest bearing labilitieS. ... ...t e e 1.6
Secured 1.2
Unsecured 0.4
Long-term interest bearing liabilities. .. ... e e e e 0.5
Secured 0
Unsecured 0.5
YTz aTe] o =T oS = To U1 YU 29.7
Share capital 243
Share premium 5.3
Legal reserve 0.1
Total capitalization and INAEDIEANESS...... ... e e e e e e ee e 31.8

Working Capital Statement

In the opinion of the Company, the working capidhthe Company is sufficient for its present requmients and no
external financing is currently required to satigfg working capital needs.

Outstanding Financial Indebtedness

The Company

The Company has a number of secured loans and endrait facility from AS Hansapank outstanding &3b
March 2007 with a total amount of EUR 1,172,630:

* An overdraft facility with a credit limit of EUR 3028 and an interest rate of 5.75% p.a., valid a8t
September 2007. As of 31 March 2007 the Companybad EUR 572,718 of the credit limit.

» Arevolving credit facility with a limit of EUR 31,858 and an interest rate of 5.5% p.a. for theitnedise
and 2% p.a. for the remainder of the limit, valittiu21 June 2007. As of 31 March 2007 the Complaaxy
outstanding obligations of EUR 255,646 under th@lkéng credit facility.

« Aterm loan facility with an interest rate equalth® 6-month EURIBOR + 2.5%, maturing on 19 October
2007. As of 31 March 2007 the outstanding amourst BldR 344,265.

All agreements are concluded on the ordinary stahttams of AS Hansapank. Such standard termsresthat the
Company informs AS Hansapank of certain importaetetbpments and also set forth certain restrictinfth
respect to the Company’s business, such as thgatiblh to receive the written consent of the baok dny
transactions exceeding in value 10% of the amoutstanding under the relevant loan agreementsdditian,
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consent is normally required for the conclusiorany rent or similar agreements regarding the aridtas well as
for certain corporate action. The Company is negofy with AS Hansapank to amend the aforementioned
agreements so that the borrower will be PTA2 irstefehe Company, reflecting the outcome of themganisation.

Loans granted to the Company by AS Hansapank argexd by a commercial pledge on the assets of timep@ny.
Under Estonian law a commercial pledge is a unaldtsating encumbrance that covers all the assietise pledgor
with certain exceptions (e.g. real estate and r&gid movables such as motor vehicles). All ofaf@ementioned
loans from AS Hansapank agaaranteed by AS Alta Capital, an affiliate of BPréncipal Shareholder. The Company
is negotiating with AS Hansapank to re-registerdfezementioned commercial pledge to cover thetasfePTA2
instead of the assets of the Company, reflectingptitcome of the re-organisation.

The Company also had certain obligations undentiie lease agreements in the amount of EUR 38a8id9under
factoring agreements in the amount of EUR 26,43®f 31 March 2007. The obligations of the Compangier
such agreements are not secured. The Company diatégy with its counterparties under such agre@méo
amend the aforementioned agreements so that thewsor will be PTA2 instead of the Company, reflegtithe
outcome of the re-organisation.

The Company has received an unsecured loan frosulitsidiary Silvano in the total amount of approxiety EUR
590,000, with an interest rate of 5%. Such loar mél eliminated in connection with the completidrtitee merger
between the Company and Silvano.

Lauma Lingerie

With the exception of one car lease, Lauma Lingeidenot have any interest-bearing liabilities &8 March 2007
(inter alia, Lauma Lingerie did not have any otfieancial leases). Lauma Lingerie generates seffictash flows
to fulfil its working capital and investment neestsd does not intend to resort to external finanaintpe short term.
Lauma Lingerie has also taken an unsecured loan 8ilvano with an interest rate of 5%, of which apgmately
EUR 1.74 million remained outstanding as of 31 Ma2607.

Milavitsa

Milavitsa did not have any bank loans as of 31 M&007 but had certain finance lease obligatiorteéramount of
some EUR 918,000. The company generates strongfloagh that enable it to support its operations aatisfy
investment needs without external financing.

Linret

Further operations of Linret are expected to barfoed from own cash flows and by shareholder leansrding to
necessity. Linret has taken an unsecured loan 8itwvano with an interest rate of 5%, of which apgnwately EUR
2.92 million remained outstanding as of 31 March20

Splendo Polska

Splendo Polska did not have any interest-bearatgliiies as of 31 March 2007 with the exceptioranfintra-group
loan from Silvano in the amount of approximatelyREW95,000 (with an interest rate of 5%).

Other Entities

Other entities of the Group do not have any outhtanliabilities towards third parties.
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DIVIDEND AND DIVIDEND POLICY
Rights to Dividends

Shares give rights to dividends declared by the @om. A shareholder is entitled to dividends iftssbareholder
is registered in the register of shareholderslftad company on a reference date specified byeleyant company
(see below for more information). Please note thetCompany cannot guarantee that dividends widdared on
a regular basis (see further details in the Sedtitad “Dividend Policy”). Furthermore, dividendsid redemptions
of shares are subject to income taxation: pleasé¢hgeSection titled “Taxation” for more informatiorl he following

general rules apply with respect to any divideneidated by the Company.

Dividends under Estonian Law

Under the Estonian Commercial Code a company mayraake payments to shareholders from net profir@am
undistributed profit earned during previous finahcyears from which any losses accrued but not reaven
previous financial years have been deducted. Theuatof dividend is proposed by the managementchaad is
subject to the approval of the general meetinghafeholders. Before the presentation of the manageboard’s
profit distribution proposal to the shareholdenschs proposal must be approved by the council ofcibvapany.
Recommendations of the Management Board and theditaoncerning the payment of dividends in a conypa
listed on the Tallinn Stock Exchange are immedyatelde public through the information system of Tralinn
Stock Exchange.

Dividends may be paid on the basis of the appramtial accounts. The procedure for the paymeniviadehds

may be specified in the articles of associatiomym resolution of the general meeting. By way xdeption, the
articles of association may set forth that the rgan@ent board of a company may be entitled to makarece

payments to its shareholders after the end ofaniial year and before the approval the annualumtsmn account
of expected net profits up to the amount equaltmghe half of amount that may be otherwise beddigl between
the shareholders. As of the date hereof, the &riof Association of the Company do not providesfoeh a right.

The amount of dividends that is paid to each stadeh is in accordance with the nominal value ef 8hares of the
Company that are in such shareholder's ownershigwidends are to be paid in cash, or, upon the aunskthe
shareholder, in other property.

Dividends under TSE Rules

Dividends of companies listed on the Tallinn Sté&sichange are paid only to those shareholders éir tlominees)
who were entered into the list of shareholders ¢ivhis maintained by the ECRS) as of 23:59 on tleerce date

chosen by the relevant company (tfetord Dat€’). The Record Date must be at least ten trading deom the

date of the decision of the general meeting comegrthe payment of dividends, and such date musiipeunced at
least nine trading days in advance.

There are no specific restrictions on the paymérdividends to non-resident shareholders. Suchddivils may,
however, be subject to withholding taxation in E&ioplease see more in the Section titled “Taxéti®low.

Should the Company for any reason fail to pay odivadend required by a resolution of the Generalelihg, the
shareholder whose dividend was not paid out mayatgeinthe payment thereof during the period of tlyese's from
the date of the resolution. After the expiry of lsyperiod any unpaid dividends remain with the Comypa

Dividends under WSE Rules

Pursuant to the WSE’s Detailed Rules of Stock-ErgeaTrading and the Detailed Rules of KDPW, the Gany
must immediately notify the WSE and KDPW of the jgiitin of a resolution on the allocation of probtdividend
payment, the total amount of dividend to be pdid, Record Date and the dividend payment date. ipslated in
Paragraph 91.2 of the Detailed Rules of the KDPVpedod of no less than ten days must elapse batwes
dividend record date and the dividend payment ddtevever, this rule usually does not apply to fgreissuers
where the agreements entered into by KDPW withidorelepositaries provide that payment of dividead de
made on the third business day after the Record.Dat
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Additional Requirements on Transfer of Dividends toPolish Shareholders

For those shareholders of the Company who hold éShar securities accounts opened in Poland (Baish
Shareholders), any dividends declared by the Company will dpthrough the KDPW and the Polish securities
houses which are members of the KDPW. The Compalhyistribute dividends through the ECSD which i
turn transfer to the KDPW such share of the divittewhich is attributable to the total number of i8saheld by the
KDPW on behalf of the Polish Shareholders. The KDRW in turn distribute such dividends to the setias
houses which are members of KDPW for further trangb the ultimate shareholders on the basis oflishe of
shareholders submitted by the securities houséetgDPW for such purpose.

The dividends payable by the ECSD to the KDPW tfothier distribution to the ultimate Polish Shareleot being
legal persons and holding less than 15% of shaigat@f the Company will be subject to a withhalgitax at the
general income tax rate applicable in Estonia énily 22%, to be reduced to 21% from 1 January POGth the
exception of dividends attributable to such Sharkesse beneficial owners have provided to the KDRiWb(igh the
administrators of their securities accounts) probtax residency in a country qualifying for a mdevourable
treatment in Estonia. Such proof must be presemeldter than by the first day of the calendar rdotlowing the
date of payment of the dividends. Such proof ofnpaiyt must be presented at such times and in suncénaer as
provided for in the procedures established by tH@EPW from time to time, whereas otherwise favouratabe
treatment will not be guaranteed. For more infofamabn the taxation of dividends payable by Estoriampanies
to Polish tax residents (legal and natural persquisase see the Section titled “Taxation”.

Dividend Policy

The Company did not distribute any dividends dutimg period covered by the historical financiabimfiation (i.e.
for or during financial years ended 31 December42@1 December 2005 or 31 December 2006 or theirimte
period ended 31 March 2007). Until the date hethef Company has not adopted any decision not toildite
profits in the future. No other restrictions exast distributing profit.

Despite the lack of restrictions on the distribaotiof profit, the Company can not guarantee thahe observable
future the Company will distribute any dividendstsoshareholders. The current strategy of the @isdocused on
expansion which would be likely to require a sigmraht rate of re-investment.

The decision on the payment of dividends is atultiemate discretion of the General Meeting of shatders of the
Company, whereas the Management Board of the Compast, in consultation with the Council, submitthe
General Meeting its recommendation with respecttht® payment of dividends for each financial yeaheT
Management will be likely to propose not to distitdy any profit and not to pay dividends if, in thginion of the
Management, the best long-term interests of thefaomyand the Group require that profits are restec

When declaring and distributing dividends, in casdsere different rules would apply stemming frone th
Company’s listing on the Tallinn Stock Exchange @&sdorospective listing on the WSE, the Compan¥y apply
the rules which are more beneficial to the shawdrs| of the Company.
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PRO FORMA AND AGGREGATED FINANCIAL INFORMATION

Unaudited Pro Forma Financial Information

Introduction to Unaudited Pro Forma Financial Infor mation

Description of the transaction

The Company acquired 100% of the shares in Silvanol6 October 2006. The transaction constituted the
acquisition of a significant holding within the nmiéag of the Rules of the Tallinn Stock Exchange argignificant
gross change within the meaning of the Prospeoctgmiation. The Company is consolidating the finaheésults of

the Silvano Group, starting from the fourth quade2006.

Purpose of the Unaudited Consolidated Pro-formarimétion

The Company has prepared pro forma financial in&dion to illustrate how the acquisition of the @i Group
might have affected the earnings of the Compang,tha transaction been undertaken at 1 January. ZD@sto the
fact that the consolidated balance sheet of thepgammas of 31 December 2006 published by the Coyalaeady
includes assets and liabilities of the Silvano @raihe pro forma financial information presentsyotile income
statement for the financial year 2006, which isrttast recently-completed financial period of then@any.

The pro forma financial information has been pregdor illustrative purposes only and becausesofdture the pro
forma financial information addresses a hypothét&gmation and, therefore, does not representGbenpany’s
actual results in 2006, nor does it represent dmEsbto forecast results for any future periodsnmarison and
budgets.

Basis and Principles of Preparation of the Unaudité Pro Forma Financial information

The unaudited consolidated pro forma income statérfer the year ended 31 December 2006, includethén
prospectus, has been prepared on the basis of:

a) The consolidated income statement of the Compariyatefrom audited consolidated financial statersent
of the Company, prepared in accordance with IFR&apted by the EU that were issued on 25 May 2007
and are included in the prospectus. The consolidaimome statement includes results of operatidribeo
Silvano Group from 16 October 2006 to 31 Decemi@&62

b) The combined unaudited income statement of Sileasabsidiaries Milavitsa, Lauma Lingerie and Linret
for the period from 1 January 2006 to 15 Octobed&0The unaudited combined income statement of
Silvano’s subsidiaries has been compiled on thesbaf unaudited income statement of each of the
subsidiaries for the period 1 January to 15 Oct@0&6 prepared in accordance with accounting pesioff
the PTA Group applied in its consolidated financitédtements to ensure consistent presentation. The
combined unaudited income statement has been pekfar illustration purposes only and does not give
true picture of the results of the Silvano Group.

¢) The elimination of inter-company transactions witthe Silvano Group and between the entities béhgng
to the Silvano Group and those belonging to the FSFAup during the period from 1 January 2006 to 15
October 2006.
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Pro Forma Group Consolidated Income Statement 2006

Income Statement (thousand EUR) PTA Group Silvano Group Total

1 January — 31 Subsidiaries (unaudited)

December 2006 1 January — 15

October 2006
(unaudited) 2

Operating revenue
Sales revenue 27,014 52,977 79,991
Other operating revenue 817 226 1,043
Total operating revenue 27,831 53,203 81,034
Operating charges
Goods, raw materials and services -11,658 -25,493 37,151
Other operating expenses -4,384 -4,908 -9,292
Staff costs -5,871 -6,611 -12,482
Other operating charges -124 -4,082 -4,206
Total operating expenses -22,037 -41,094 -63,131
EBITDA 5,794 12,109 17,903
Depreciation -745 -1,213 -1,958
Operating profit 5,049 10,896 15,945
Financial income and expenses
Interest expense -87 -53 -140
Gains (losses) on forex 41 -10 31
Other financial income and expenses 208 -108 100
Total financial income and expenses 162 -171 -9
Corporate income tax -1,237 -3,792 -5,029
Net profit (loss) 3,974 6,933 10,907
Attributable to:
Equity holders of the parent 2,876 5,017 7,893
Minority interest 1,098 1,916 3,014

U Audited consolidated IFRS financial statementBBA Group AS for the financial year ended 31 Deceni06.

2 The unaudited consolidated income statement v Group for the period from 1 January 2006 t@tEober 2006. The source
of information for the adjustments is the Managetrafithe Company. The adjustments are made in aneraconsistent with the
accounting policies adopted by the Company ireis published financial statements.
®The hypothetical consolidated income statementsePTA Group and the Silvano Group for the finahgear ended 31 December

2006.

38



Auditors’ Report on the Pro Forma Information

Independent assurance report on pro forma finanicitdrmation
To the Directors of PTA Grupp AS

We report on the pro forma income statement (thie fprma financial information™), which has beenngpiled on
the basis described on Page 37, for illustrativepmses only, to provide information about how tleguasition of
100% of the shares in Silvano might have affedtedihancial information presented on the basithefaccounting
policies adopted by PTA Grupp AS (the Company)éparing the financial statements for the periodC3cember
2006. Because of its nature, the pro forma finahitiformation addresses a hypothetical situatiord @aherefore
does not represent the Company’s actual financiitpn or results had the transaction or eventurced at the
beginning of the reporting period. Management ispensible for the compilation of the pro forma fical
information in accordance with the requirements the Commission Regulation (EC) No 809/2004. Our
responsibility is to express an opinion as requiteditem 7 of Annex Il of the Commission Regula{le@) No
809/2004, as to the proper compilation of the prorfa financial information. In providing this opon we are not
updating or refreshing any reports or opinions poesly made by us on any financial information ugedhe
compilation of the pro forma financial informationpr do we accept responsibility for such reportsopinions
beyond that owed to those to whom those reportpimions were addressed by us at the dates of igmie.

We conducted our work in accordance with InternadioStandard on Assurance Engagements 3000, Asseiran
Engagements Other Than Audits or Reviews of HesibRinancial Information. The work that we perfadfor the
purpose of making this report, which involved ndependent examination of any of the underlyingniomnel
information, including their adjustment to the Cang’s accounting policies nor of the pro forma asgtions
stated in the pro forma notes, consisted primasflgomparing the unadjusted financial informatioithathe source
documents, considering the evidence supportingptheforma adjustments and discussing the pro fofimancial
information with the Company management. We plarameti performed our work so as to obtain the infaiora
and explanations we considered necessary in ordgirovide us with reasonable assurance that the fprma
financial information has been properly compiled e basis stated and that such basis is consistéht the
accounting policies of the Company.

In our opinion, the pro forma financial informatidras been properly compiled on the basis stateBage 37 and
such basis is consistent with the accounting pediadf the Company as described in the notes tditlhacial
statements of the Company for period ended 31 Dase®06.

This report is required by the Commission RegufaieC) No 809/2004 and is given for the purposeawhplying
with that Regulation and for no other purpose.

Tallinn, 26 June 2007
Taivo Epner
KPMG Baltics AS
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Unaudited Aggregated Financial Information

The Group in its present composition and scopefaased through the acquisition of Silvano by thentpany in
2006. Silvano in turn is a newly-established hajdwhich acquired its current subsidiaries (Milaajt&inret, and
Lauma Lingerie) during 2006. Of these subsidiarieisret is a recently-established entity which coemmed
operations in 2006 and Lauma Lingerie was estaddisis a result of the division of its predeces&&rlLauma, in
October 2005.

Various subsidiaries of Silvano, taken as a whadepunted for 91% of the Group’s consolidated raeen the first
quarter of 2007 and for 90% of consolidated revanu906 (disregarding Splendo Polska, which wagiaed after
Silvano). Therefore, when acquiring Silvano, therany made a significant acquisition resulting iccemplex
financial history within the meaning of Commissidtegulation (EC) No 211/2007 amending the Prospectus
Regulation as regards financial information in pexguses where the issuer has a complex finanisi@ri or has
made a significant financial commitment.

Due to the specific nature of the Silvano Groupvédio Group itself is a product of recent consdlad full and
reliable financial information of the Silvano Groigonot available for financial years precedingfinial year 2006.
For financial year 2006 the Company has preparedgrma financial information in accordance withnax Il of
the Prospectus Regulation, which is presented eénSiction titled “Unaudited Pro Forma Financiabhnfiation”.
The auditors of the Company have issued their tepothe pro forma financial information, which daa found in
the Section titled “Auditors’ Report on the Pro far Information”. In addition, the Company has prepa
Unaudited Aggregated Financial Information illusitng the consolidated financial results of the PGhoup
combined with those of the Silvano Group for finahgear 2005. Due to the limited access that thengany has to
the financial results of the Silvano Group priofitancial year 2006, and taking into account tbmplex history of
the Silvano Group itself, the Company was not m plsition to prepare consolidated informationfioancial year
2005 in accordance with Annex Il of the ProspedRegulation and no procedures were performed on such
aggregated consolidated information by the audibthe Company.

The financial information presented in the follogitables derived from the Unaudited Pro Forma Fii@dn
Information and the Unaudited Aggregated Finanbidbrmation should not be considered indicativeastual
results that would have been achieved had the sitiqui been consummated on the date or for thegeéndicated
and do not purport to indicate results of operatias of any future date or period. There can bassarance that the
actual results will not differ significantly fromhé financial information derived from the UnauditBdo Forma
Financial Information and the Unaudited Aggregdtethncial Information.

The Company has prepared a comparison betweeryfiwghletical aggregated consolidation of the Group&ilts
based on the limited financial information availaldbr the various Group entities in 2005 and the farma
consolidated financial information prepared by @@mpany to illustrate the performance of the Grisup006 (see
above).

Note that the financial information for 2005 is geated for illustrative purposes only and can retrddied on as
definitive. With respect to the consolidated batsbeet of the Company as of 31 December 2006nfivenation

presented below is based on the audited consdlidat@ncial statements of the Company for the @i¢financial

year.
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2006 2005

Income Statement (thousand EUR) Pro Forma Aggregated

(unaudited) (unaudited)
Operating revenue
Sales revenue 79,991 70,644
Other operating revenue 1,043 1,366
Total operating revenue 81,034 72,010
Operating charges
Goods, raw materials and services -37,151 -37,915
Other operating expenses -9,292 -6,497
Staff costs -12,482 -14,905
Other operating charges -4,206 0
Total operating expenses -63,131 -59,317
EBITDA 17,903 12,693
Depreciation -1,958 -2,338
Operating profit 15,945 10,355
Financial income and expenses
Interest expense -140 -377
Gains (losses) on conversion of foreign currencies 31 11
Hyperinflation adjustment 0 -1,226
Other financial income and expenses 100 136
Total financial income and expenses -9 -1,456
Withholding tax 0 -23
Corporate income tax -5,029 -3,116
Net profit (loss) 10,907 5,760
attributable to:
Equity holder of the parent 7,893 4,045
Minority interest 3,014 1,715

As at 31 December 2006

As at 31 December 2005

Balance Sheet (thousand EUR) (actual) Aggregated
(audited) (unaudited)
ASSETS
Current assets
Cash and cash equivalents 12,812 7,105
Trade accounts receivables 7,141 5,129
Other short-term receivables and prepaid expenses ,8822 2,227
Prepaid taxes 2,017 2
Inventories 14,716 12,391
Total current assets 39,568 26,854
Non-current assets
Other non-current assets 268 1,050
Tangible non-current assets 11,011 9,545
Intangible non-current assets 1,058 743
Total non-current assets 12,337 11,338
Total assets 51,905 38,192
LIABILITIES AND OWNER EQUITY
Current liabilities
Short-term interest bearing borrowing 1,911 1,232
Trade accounts payable 5,594 3,777
Other accounts payable 3,398 2,010
Provisions 1 994
Total current liabilities 10,904 8,013
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Long-term liabilities

Long-term interest-bearing borrowing 610 513
Other long term payables 22 20
Total long-term liabilities 632 533
Total liabilities 11,536 8,546
Equity

Equity attributable to parent 28,877 21,254
Minority interest 11,492 8,392
Total equity 40,369 29,646
TOTAL LIABILITIES AND EQUITY 51,905 38,192
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SELECTED FINANCIAL INFORMATION

The tables below present certain selected unaudibedolidated financial information of the Group fbe financial
years ended 31 December 2006 and 31 December 2@Dathe three months ended 31 March 2007. Hia as
of and for the interim period ended 31 March 208nat comparable with the results of the same pPand@006 due
to the fact that the Silvano acquisition was nompteted as of 31 March 2006. The financial inforiomat
concerning the financial years ended 31 Decemb@®62ind 31 December 2005 was derived from the Unedidi
Pro Forma Financial Information and the Unauditedhgkegated Financial Information and should not be
considered indicative of actual results that wohtze been achieved had the acquisition been conatedron the
date or for the period indicated and do not purpiartindicate results of operations as of any futdage or period.
There can be no assurance that the actual resultswet differ significantly from the financial infmation derived
from the Pro Forma Financial Information and thegkggated Financial Information. Results for theebdmonths
ended 31 March 2007 are not necessarily indicatifeesults that may be expected for the entire year

The ratios and indicators set forth in the tabldéoveare provided to illustrate certain aspects lo¢ tbusiness of the
Group and its financial performance. Some of thed®s and indicators are used by the Managemeravauate
the performance of the Group, while others are fated for the benefit of investors considering amestment in
Shares or trading activities with the same. Althougpme of these ratios and indicators are not dated in
accordance with the IFRS, the ratios and indicatesed below are customary and often used by pabhapanies
to illustrate their business and financial perfomuz.

The selected financial information presented bedbauld be read in conjunction with and its quadifia its entirety
by the information included in “Pro forma and Aggeged Financial Information”, “Financial Statemeritand
“Results of Operations and Outlook”.

Financial Information

2007 Q1 2006 2005

Income Statement (thousand EUR) (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)

Revenue 23,745 81,034 72,010
Goods, raw materials and services -9,362 -37,151 -37,915
Other operating expenses -6,344 -9,292 -6,497
Staff costs -3,341 -12,482 -14,905
Other operating charges -34 -4,206 n/a
Total operating expenses -19,081 -63,131 -59,317
EBITDA 4,664 17,903 12,693
Depreciation -630 -1,958 -2,338
Operating profit/loss 4,034 15,945 10,355
Total financial incomes and expenses 181 -9 -1,456
Corporate income tax -1,523 -5,029 -3,139
Net profit 2,692 10,907 5,760
Attributable to :
Equity holder of parent 2,139 7,893 4,045
Minority interests 553 3,014 1,715
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2007 Q1 2006 2005
Balance Sheet (thousand EUR) (unaudited) Actual Aggregated
(audited) (unaudited)
Cash and cash equivalents 6,978 12,812 7,105
Trade receivables 14,883 7,141 5,129
Non-trade receivables 4,131 4,899 2,228
Inventories 14,643 14,716 12,392
Current assets 40,635 39,568 26,854
Long-term investments 413 268 1,050
Total non-current assets 12,469 11,011 9,545
Intangible assets 1,057 1,058 743
Total non-current assets 13,939 12,337 11,338
Total assets 54,574 51,905 38,192
Borrowing 1,642 1,911 1,232
Trade creditors 6,620 5,594 3,777
Other short-term payables 3,502 3,398 2,010
Short-term provisions 1 1 994
Total current liabilities 11,765 10,904 8,013
Total non-current liabilities 537 632 533
Total liabilities 12,302 11,536 8,546
Share capital 24,252 24,252 n/a
Share premium 5,305 5,305 n/a
Reserves 67 67 n/a
Retained earnings 3,225 -63 n/a
Translation reserve -1,473 -684 n/a
Total equity attributable to equity holders of fferent company 31,376 28,877 21,254
Minority interest 10,896 11,492 8,392
Total equity 42,272 40,369 29,646
Total liabilities and equity 54,574 51,905 38,192
2007 Q1 2006 2005
Cash flow data (thousand EUR) (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)
Cash flow from operating activities -2,903 n/a n/a
Cash flow used in investing activities -2,104 n/a n/a
Cash flow from financing activities -835 n/a n/a
2007 Q1 2006 2005
Key ratios and indicators (unaudited) Pro Forma Aggregated
(unaudited) (unaudited)
Weighted average number of shares 37,947,198 n/a n/a
Earnings per share (EPS) in EUR 0.06 n/a n/a
Number of employees at the end of reporting period 2,929 2,909 n/a
EBITDA margin % 19.6% 22.1% 17.6%
Operating profit margin % 17.0% 19.7% 14.4%
Return on assets (ROA) % 4.9% n/a n/a
Return on equity (ROE) % 6.4% n/a n/a
Equity ratio % 77.5% n/a n/a
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Utilised Ratios

EBITDA = Earnings before net financial items, share of profi associates, taxes, depreciation and
amortization. EBITDA is included as a supplemeit&h since the Management believes that
EBITDA, when considered in conjunction with casbwk from operating, investing and
financing activities, may provide useful informaticEBITDA is not a measure of operating
performance calculated in accordance with IFRSsimmild not be considered as a substitute
for operating profit, net income, cash flow fromeogtions or other profit or loss or cash flow
data determined in accordance with IFRS.

EBITDA margin = EBITDA / Revenue. The EBITDA margin measures th&atienship between different
measures of profitability and revenue providingomfiation about a company’s profitability
from the operations of its business and is independf the company’s financing and tax
position as well as depreciation-related estimates.

Operating profit margin =Operating profit / Revenue. The operating profitrgim measures the relationship between
different measures of profitability and revenue viding information about a company’s
profitability from the operations of its businessdais independent of both the company’s
financing and tax position.

Return on investment (ROI) £Profit after net financial cost + Interest expens@verage total assets — average interest free
liabilities). Return on investment measures thati@hship between profits and the investment
required to generate them.

Return on assets (ROA) Net profit / Average total assets. Return on asset:ipares income with total assets
measuring the management’s ability and efficiemcysing the firm’'s assets to generate (net)
profits.

Return on equity (ROE) =Net profit / Average equity. Return on equity exi#s debt in the denominator and compares

net income with total shareholder equity. It measuthe rate of return on shareholder
investment and is, therefore, useful for compating profitability of a company with its
competitors.

Equity ratio = Equity / Total assets. Equity ratio is a measurénaincial leverage which highlights the ratio
of shareholder equity to total assets. Analysig @ompany’s financial leverage (or capital
structure) is essential to evaluate its long-téak and return prospects.

45



RESULTS OF OPERATIONS AND OUTLOOK

This discussion of the results of the Group’s opers is based on: (i) the actual unaudited inteffimancial
statements of the Group for three months ended &tiM2007; (ii) the unaudited pro forma consolidhfenancial
information of the Group for financial year ended ®ecember 2006; and (iii) the unaudited aggregated
consolidated financial information the Group fondincial year ended 31 December 2005. For a disoussf the
actual results of the Company for the same perfldase see the audited financial statements ofChepany
published through the information system of thdiffralStock Exchange. This information presentethis section
should be read in conjunction with and its quatifie its entirety by the information included in ré°forma and
Aggregated Financial Information” and “Financial &ements”.

Major Developments

The Group was formed in 2006 with the acquisitiérine Silvano Group by the Company. The acquisitérthe

Silvano Group was completed in October 2006 (Seget@tions of the Group: Recent M&A and Capital Mask
Activities” for more information). With the complen of the acquisition, the relative weight of tR&@ A Group’s

results in the consolidated results of the Grodipsfearply to slightly more than 10% of revenue,iletthe scope of
the Group’s activities broadened to include martuféng and retail of lingerie.

The most important developments in the operatidribe Group (on a consolidated basis) in 2005 t@728re the
following:

Expansion of retail operation®rior to the launch in 2006 of Linret operationsRussia the Group had no
significant retail network. Since its incorporatjaue to significant expenses relating to the apgieif new
retail outlets, Linret has been generating lossdsch negatively impacted the financial resultstioé
Group in 2006 and in the first quarter of 20072006 Linret operations generated a net loss of EUR
million and in the three months ended 31 March 2@06et loss of EUR 0.64 million.

New women’s apparel brand “PTAThis period brought significant changes in thendiag strategy of the
Group in the segment of women'’s apparel. All retévarand development and marketing resources in the
segment were consolidated under one single brdBA™ The target customer of this brand was defined
as a successful woman between the ages of 30 anfih&0design and production activities focused on
classic apparel combined with leisure clothing. @oiand style became the keywords of the “PTA”
brand. In addition to apparel, the Group launchelih@ of accessories bearing the “PTA” trademark.
Bearing in mind the target consumer, the price llevees judged to be suitable for women with average
earnings. Distribution efforts focused on “PTA” bdaoutlets.

Discontinuation of loss-making operatiom®y the end of financial year 2005 loss-makingragiens of the
Group in Sweden and Finland were terminated. The-toaking activities of the Company’s Swedish and
Finnish subsidiaries were substituted with direistribution, bringing about savings in respect bé t
Group's fixed costs. Moreover, Avenue, a fashiomdeo providing designing and tailoring services to
individual customers, was closed due to the markehe for individually designed clothes being too
condensed.

Sale of the Group’s Estonian real estate and desgez loan burderin December 2005 the Company sold
its office building located at Akadeemia tee 33|lifa, Estonia, as well as production facilitiesdan
warehouse premises, located respectively at Katlgkd 79, Tallinn, and Kadaka tee 179A, Tallinnain
sale and lease-back transaction. The proceedsdfdle were directed towards the repayment ofiegist
credit obligations. As a result of the above, tragarity of the Company’s debts were repaid.

New ERP and accounting softwafdéew accounting and ERP software was implementefsionia and
Belarus.

Launch of new lingerie brand2006 saw significant developments in the lingdmiand portfolio of the
Group with the addition of two new lingerie brandgs:fashion brand for younger clients “Laumelle”,
developed by Lauma Lingerie; and a lower-range df#&veline”, developed by Milavitsa. The launch of
“Laumelle” and “Aveline” have met with consideraldeccess from the outset.
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e Lauma Lingerie swimweatn 2007 Lauma Lingerie launched a number of swéamcollections under the
brand names of “Lauma Aqua” and “Laumelle Aqua’thathe intention of expanding into a new product
sector with the aid of already established trad&mar

e Milavitsa trading companiesOver the past few years, Milavitsa has estabdisaenumber of trading
companies, notably in Belarus (MTCB), Russia (Salyl Ukraine (MTCU). Such trading companies now
account for a significant share of Milavitsa’'s sal@pproximately 84.5% of total sales in 2006) anel
better positioned to handle local distribution afdvitsa’s output.

Factors with Constant Effect on Results of Operatins

Following the acquisition of the Silvano Group tmain sources of the Group’s revenue are salesgélie and
women’s apparel (with the relative weight of sewisgrvices in the total revenue of the Group cottistan
decreasing). Therefore, the primary factors witticeable effect on the Group’s revenue and prafitglare those
related to production and distribution of its outdn addition to general macro-economic trends,ntost important
of such primary factors are briefly summarised belo

e Seasonality The vast majority of the Group’s revenues is gategl by lingerie sales. The seasonal
collections of the Group’s lingerie products reprgsapproximately 15% of the whole output and the
release of lingerie collections is planned by th@up to occur evenly throughout the whole year and
therefore seasonal changes in the Group’s salesiwes do not currently have a material effect @n th
Group’s sales revenues in the individual quarté€re effects of seasonality are prominent in theu@sod
apparel business. With two major collections pary&pring-Summer and Autumn-Winter), the seasons
reach their peak in April-May and in September-Nuober. However, as apparel revenues currently
represent approximately 10% of the Group’s saleseffects of seasonality in apparel sales do aet la
material impact on the Group'’s total sales revergereerated in individual quarters. Due to the esjman
of the Group’s retail operations in the coming geaeasonal fluctuations will have greater imparcthe
demand for the Group’s products, thus affectindfithencial results of the Group in individual ques.

» Disposable incomeThe impact of macro-economic conditions on then@any’s revenues, though by no
means linear, cannot be underestimated. The owaatiomic growth of the regions in which the Compan
operates translates into higher disposable incamthé population, which in turn has a beneficféde on
spending. Though the exact correlation betweenwuoas spending and the Company’s revenues is not
known, such correlation is positive.

* Raw material The results of any lingerie and women’s apparaehufiacturing business are strongly
dependant on costs of raw material. Materials usemhanufacturing (such as high quality lace, etasti
materials, fabrics, embroidery, and accessoriespagreat importance and may comprise over 50%hef
total costs of goods sold. Raw materials are maielivered by European suppliers. Prices of ranenls
are growing steadily year by year, thus requirimg €ompany to improve production efficiency so aista
lose the ability to compete with prices offereddoynpetitors.

e Costs of labourln addition to the costs of raw material, laboosts represent a significant share of the
Group’s manufacturing expenses and have a dirgmdion the Group’s competitiveness and profitahili
Production of both lingerie and apparel is higllgdur-intensive and due to certain specific featgamnnot
be fully automated. Hiring and retaining qualifiedrkforce at present salary levels may also beoalpm
in the Baltic states and Eastern Europe. TheretbeeGroup may in the future have to focus to aigre
extent on the outsourcing of sewing services andhase services from third countries in additionthe
use of its own manufacturing capacity.

Interim Period Ended 31 March 2007

Introduction

The discussion of the results for the first quaoe2007 is based on the Unaudited Interim Findrstatements. For
all individual members of the Group, with the exti@p of the PTA Group and Lauma Lingerie, compagatdta for
the first quarter of 2006 is not available. For €A Group and Lauma Lingerie comparable data er first
quarter of 2006 is presented in the Sections désegghe performance of such entities in the fingarter of 2007.
Comparable data is not available for other entities to the fact that Milavitsa was acquired by&ib in August
2006 and Splendo Polska in November 2006, whiledtistarted operating in the second quarter of 280@r to
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the acquisition of Milavitsa and Splendo Polskasth companies did not prepare quarterly finanofairmation in
the manner consistent with the current reportiagaards of the Group.

Retail Network

At the end of first quarter 2007 the Group hadaitalt 61 retail shops, with a total area of appratiety 7,800 M
operating in Estonia, Latvia, Lithuania, RussialaBgs and Poland. Of these, Lauma Lingerie hadslaps (both
located in Latvia), the PTA Group had 13 shopshia Baltic states (eight in Estonia, four in Latvéad one in
Lithuania,). Linret operated five “PTA” shops and ‘Oblicie” shops. Splendo Polska operated sevéail reutlets
in Poland and Milavitsa had 20 retail shops. Infihg quarter of 2007, six new stores were operfizg: “PTA”
branded shops, including three in Russia, one farlizs and one in Lithuania (being the first resdre operated by
the Group in Lithuania), as well as one “Obliciédre in Russia.

Revenues

In the first quarter of 2007 the consolidated rexenf the Group reached EUR 23.75 million. 87%h&f Group’s
revenue came from the lingerie business, 10% fralesf women’s apparel and 3% from subcontracergices.

Wholesale sales amounted to EUR 21.05 million. fthal retail sales from shops operated by Linret tre PTA
Group amounted to EUR 2 million in the first quarté 2007 not including the “Milavitsa” mono-brand
shops operated by MTCB (a subsidiary of Milavitdaiok was not consolidated by Milavitsa in the first
quarter of 2007, and sales to MTCB were includedtiolesale revenues for the first quarter of 2007).

Only 3% of the Group’s total revenue came from sulb@cting services to companies outside the Gralipof
these services were provided by PTA Group, Laumgédiie and Milavitsa.

In the first quarter of 2007 69% of the total rewes of the Group came from Milavitsa, 16% from Lavuinmgerie,
13% from PTA and 2% from Linret. Splendo Polskatdboted 0.2% of the total Group revenue.

Operating expenses

The operating expenses of the Group in the firsirtgn of 2007 were approximately EUR 19 million amanprised

primarily raw material costs (49.1%), staff costa@es and salaries) (17.5%) and other operatingresgs (33.2%).
Other operating expenses incurred by the Group Iypn&icluded administrative costs, rental expensearketing

costs etc.

EBITDA

In the first quarter of 2007 the consolidated EBN Bf the Group amounted to approximately EUR 4.%iom. The
consolidated EBITDA margin was 19.64%, which is245 percentage points lower than the value fofuleyear
2006 (based on the pro forma results of the Grouffifiancial year 2006). The reduction in the EBA Dhargin in
the first quarter of 2007 compared to full year @9 attributable primarily to the opening of nestail outlets and
the effects of retail seasonality.

Depreciation

Depreciation in the first quarter of 2007 amounted approximately EUR 0.6 million and came mainly
(approximately 70%) from the depreciation of prashut machinery and equipment. As new investmerasnaade
on machinery the Management expects a gradualdsern@ depreciation over the coming years.

Financial income/expenses

Financial income in the first quarter of 2007 antedrto approximately EUR 0.2 million and compriggonarily of
interest income on cash deposits, which in turrevgartially offset by interest expenses on findrleiases and other
interest-bearing obligations.

Corporate income tax

The Group paid a total of approximately EUR 1.5lionl of corporate income tax in the first quartér2007, of
which 80% was paid by Milavitsa in Belarus.

Net profit

The consolidated net profit of the Group in thetfiquarter of 2007 was approximately EUR 2.7 millidhe net
margin was 11.33%, which is 2.13 percentage ptéststhan the respective indicator for the fullry2@06.
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Results by main operating entities

The table below illustrates the main parameterthefperformance of the Group entities in the fipsarter of 2007
(the results of the separate entities are shoven efinsolidation adjustments):

Q1 2007, million Intercompany
EUR Group PTA Group Milavitsa Linret Lauma L. Splendo eliminations
Revenue 23.75 2.92 17.38 0.53 3.65 0.11 -0.84
EBITDA 4.66 0.30 4.19 -0.54 0.83 -0.04 -0.08
Net profit 2.69 0.19 2.48 -0.64 0.64 -0.05 0.07
EBITDA margin (%) 19.64% 10.27% 24.11%  .101.71% 22.81% -32.73% -
Net margin (%) 11.33% 6.51% 14.44%  -120.75% 17.64% -40.91% -

D Consolidated with subsidiaries
Results of the PTA Group

The total revenue of the PTA Group in the firstigeiaof 2007 was EUR 2.9 million, which is 46% mainan in the
same period of 2006 (EUR 1.99 million). The PTA @Gracontinues to exhibit healthy growth after bregkinto
profit in 2006 for the first time since 2000. ThEAGroup is evidently benefiting from the developrhef its own
retail chain (partially operated by Linret in Rugsiwhich supports revenue growth and allows PTAuprto
capture a larger share of the value cycle.

The EBITDA for the first quarter of 2007 was EUR @nillion (compared to EUR 0.1 million in the sameriod in
2006), while the EBITDA margin was 10.27%, whicpnesents a growth of 3.37 percentage points in aisgn to
the margin in the same period in 2006. The netitppbthe PTA Group was EUR 0.2 million (for thensa period in
2006: EUR 0.03 million) and the net margin was 8651.5% for the same period of 2006).

In the first quarter of 2007 Estonia accounted4f®o of total revenue, Finland for 24%, Latvia f&%4, Russia for
11% and Lithuania for 3%.

17% of the total revenue in the first quarter o02@&ame from subcontracting services PTA offeredaimpanies
outside the Group.

Total investment in the first quarter 2007 was BUR million, which was spent on the acquisitioregliipment.
Results of Milavitsa

The total revenue of Milavitsa in the first quart#r2007 was EUR 17.38 million, which is 18% mohart in the
respective period of 2006. The growth in revenus mainly due to the growth in sales volume.

EBITDA in the first quarter of 2007 was EUR 4.19limn. The EBITDA margin for the period was 24.11%fhich
is by 2.1 percentage points less than the margitheowhole year 2006. Net profit was EUR 2.5 miii net margin
was 14.44% (2.28 percentage points less than thgefar 2006).

The largest markets were Russia (generating 61.8%tal revenue) and Belarus (generating 21.7% oddlt
revenue). It is notable that in addition to growthRussia and Belarus, sales in other countriesabs@ growing
steadily, the share of revenue from such couninigeased to 16.9% in the first quarter of 2007 parad to 13.8%
in the full year 2006.

Subcontracting services generated only 1% of Misavs total revenue. Such services were providetlsively to
Lauma Lingerie.

Total investments in the first quarter of 2007 wapproximately EUR 1.9 million, most of which, apgimately
EUR 1.3 million, was invested in the acquisitiomadichinery and equipment.

Results of Linret

The total revenue of Linret in the first quarter2f07 was approximately EUR 0.5 million, which tpual to the
company’s revenue in the whole of 2006. Such sicaniit increase in revenue was due to the openimgwfshops
in the first quarter of 2007 (one new “Oblicie” ghand three new “PTA” shops) and to the fact thastmof the
shops which were opened in 2006 were opened ilasheuarter of that year.
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Nevertheless, irrespective to the positive develamnm revenue, Linret is still in the phase whitve fixed costs per
square metre of retail area are too high. EBITDA mat profit were still negative at approximatelR -0.5 and -
0.6 million, respectively.

Investments totalled approximately EUR 0.6 milliaii,of which was on opening new stores.

Results of Lauma Lingerie

The total revenue of Lauma Lingerie in the firsagar of 2007 was EUR 3.65 million, which is 21%rmthan in
the respective period of 2006. The growth in reewas due to the 18% growth in the average priggafucts and
the 2% growth in sales volume. The largest pricedases were in Eastern Europe and the : Latviad)3dithuania
(20%), Russia (15%), Ukraine (17%) and Belarus (1.8&%ver price increases were experienced in Wedteirope
(7.5%).

In the West, Lauma Lingerie mostly works as a sabreator for larger western wholesale and/or refladins. As in
the aforementioned market segment there is a fieooepetition with much cheaper South-East Asiardpeers,
Lauma Lingerie was not and is not able to incrahseprice to the same extent as in the Easternpguoo the
Baltics where it can capitalize on Oblicie, Milaatand Lauma Lingerie retail outlets, which giveedi access to
end-customers as well as brand recognition.

The EBITDA for the period was EUR 0.8 million anetprofit totalled EUR 0.6 million. The EBITDA margwas
22.81% (3.43 percentage points higher than in thelevyear 2006), net margin was 17.64% (2.74 péagerpoints
more than the whole year 2006 figure).

In the first quarter of 2007 subcontracting sersit® companies not related to the group accourted4% of total
revenue. In the first quarter of 2007 Lauma Lingeyutsourced manufacturing to Milavitsa, one ott@npany in
Belarus (Gracia) and two other companies in UkrgiAagela and Aura), and Hong Kong. This outsourcing
accounted for around 36.4% of total production.

The largest markets were Russia (59%), the UK (@%daine (9%) and Latvia (6%). Investments totaliddR 0.05
million and were made on renewal of machinery asuapEment.

Results of Splendo

The Group acquired the Polish operator of a lirgeetail chain, Splendo Polska, in November 20080 the
acquisition the company had both managerial arategfic problems. As a result the company is stitlargoing
restructuring and the results for the first qua807 are negative with total revenues of EUR Oilliam, and a
negative EBITDA of EUR -0.04 million (net profit ERJ-0.05 million). After implementing short-term tescturing
measures which include cutting off some weakereguaring stores and brands, opening new shops in more
financially advantageous locations, the Group etgp8&plendo Polska to break into profit. No notablestments
were made by Splendo Polska over the period.

Assets and liabilities

As of 31 March 2007 the total assets of the Grogpevat approximately EUR 54.6 million. Current é&sseere
EUR 40.6 million, with the remaining EUR 13.9 nolti in non-current assets. Compared to 31 Decentig the
total assets increased by EUR 2.7 million, withimarease of EUR 1 million in current assets andnanease of
EUR 1.7 million in non-current assets (of which EWR million is attributable to new machinery argligpment
acquired by Milavitsa). At the end of first quartef 2007 the trade receivables of the Group inaéalsy
approximately EUR 7.7 million compared to the eridimancial year 2006. The increase in the volurdrade
receivables correlates with the decrease in thh easl cash equivalents of the Group and is ataidatto the
seasonal increase in wholesale volumes and exten§jpayment terms on several major agreementswiitiiesale
customers of Milavitsa (by up to 30 days).

In addition to the increase in trade receivablesulised above, the non-trade receivables of thepGune influenced
by the necessity to deposit one to three month®atgpayment in connection with most new lease exgents
concluded in Russia (some EUR 1 million has alrdzebn deposited with various landlords).

As of 31 March 2007 (on the same basis) total litéds were EUR 12.3 million, resulting in totaltressets of EUR
42.3 million. The liabilities increased by EUR Orfillion compared to the end of financial year 2006.

Cashflow
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The cash flow of the Group in the first quarter2607 was negative due to ongoing investments ompleaing of
new shops, the purchase of equipment by Milavitghthe change in payment terms for several majmiegale
customers of Milavitsa (resulting in an increasdha trade receivables and a corresponding decirabe cash
position).

Year Ended 31 December 2006 (Pro Forma) Compared tvear Ended 31 December 2005 (Aggregated)

Introduction

The following discussion on the consolidated resolt the Group for financial year 2006 as compaséti the
consolidated results for financial year 2005 isellasn the Unaudited Pro Forma Financial Informaton the
Unaudited Aggregated Financial Information (whigmde found under Section titleBrb Forma and Aggregated
Financial Informatiori). Any reference to specific items of the incontatement or the balance sheet of the Group
made in this Section should be read as being régplron a “pro forma” or “aggregated” basis (withe exception

of the balance sheet of the Group as of 31 Dece2®@8 which is based on the actual audited findistéements

of the Company). Financial information on the indial Group companies was derived primarily fronaudited
information provided by the managements of thevialé companies.

Retail Network

At the end of 2006 the Group had in total 55 reshibps, with a total area of approximately 7,000 aperating in
Estonia, Latvia, Russia, Belarus and Poland. OGseh&auma Lingerie had two shops (both locatedaitvik), the
PTA Group had 11 shops in the Baltic states (sévé&istonia and four in Latvia). Linret operated /T A” shops
and 13 “Oblicie” shops. Splendo Polska operate@rsegtail outlets in Poland and Milavitsa had 2@iteshops.

In 2006 18 new stores were opened: two “PTA” bransleops, three “Milavitsa” branded shops, and 1Blitie”
stores in Russialn November 2006 the Group expanded its retailvigs to Poland, acquiring the “Splendo
Intime” lingerie retail chain with seven lingeri¢oges which have a total area of 343, firom the date of its
acquisition until the end of 2006 Splendo Polska anerated EUR 0.08 million in sales. The “Splehdone”
lingerie outlets sell quality lingerie from variossppliers and it is planned to gradually re-fotsglendo Intime”
shops on the sale of the output of other Compahgidiaries, such as the Lauma, Milavitsa, and Aliseands.

Revenues

Consolidated sales revenue of the Group for firngear 2006 amounted to EUR 81 million. Sales meee
increased by EUR 9 million compared to financiaary2005, attributable primarily to the increasetuwee of sale
due to rising demand in the target markets andothening of new shops, and to lesser extent on atoofu
increasing prices of the Group’s products.

The lingerie segment formed the majority of cordatied sales revenue (approximately 88% in 2006pstim
unchanged from 2005). Revenue in this segmentasect by EUR 7.9 million in 2006 which constitutet %46 of
the total increase in sales revenue. Revenue frafas sof apparel was approximately EUR 8.7 million
(approximately 10.8% of the total sales in 2006 parad to 10.2% in 2005). The apparel segment revammueased
by EUR 1.4 million which constituted 15.7% of thatal increase in sales revenue. The remaining revevas
generated by subcontracting services in both 200628006, decreasing from EUR 1.4 million in 200560R 1
million in 2006.

In 2006 93% of consolidated revenue was generataethiblesales and 7% by retail sales (in 2005 93a4%6.6%,
respectively).

The “Oblicie” chain commenced active operationghie second half of 2006 and reached retail saldsUi® 0.5
million by the end of 2006. Turnover for the “PTAétail chain amounted to EUR 5.18 million in 2086, increase
of 22.4% compared to the financial year 2005. Tierdase in sales in two “PTA” branded stores whighte
operating in both full-year 2005 and 2006 was 28%e increase in retail sales of “PTA” branded apparas
supported by the launch of a new renewed collectiva successful launch of a customer loyalty pgogne and a
general growth in consumer demand.

Operating expenses

The operating expenses of the Group in 2006 wepecapnately EUR 63.1 million (an increase of EUR &illion
compared with 2005) and were comprised primarilyasé material costs (58.8% compared to 63.9% irb0staff
costs (19.8% compared to 25.1% in 2005) and otherating expenses (21.4% compared to 11% in 2@Xber
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operating expenses incurred by the Group mainljudesl administrative costs, rental expenses, magkegtc. As
the Group'’s retail network expands the compositibaperating expenses is expected to shift furdiveay from raw
material costs and towards other operating expepsiesarily rental expenses.

EBITDA

In 2006 the consolidated EBITDA of the Group weppraximately EUR 17.9 million (compared to EUR 12.7
million in 2005). The consolidated EBITDA margin sv@2.1%, which is by 4.5 percentage points highan tthe
value for the full year 2005. The increase in tiB#THDA margin in 2006 compared to full year 2005riainly due to
the restructuring processes in Milavista (whictultesl in significant cost savings and increaseitieficy) and price
increases of the Group’s products (including theituction of more expensive collections).

Depreciation

Depreciation in 2006 amounted to approximately EXJRiillion, compared to EUR 2.3 million in 2005, acdme
mainly from the depreciation of production machynand equipment in both years.

Financial income/expenses

Financial expenses in 2006 amounted to approximm&eIR -9,000 (compared to EUR -1.5 million in 2005he
financial expenses in 2005 were primarily on actafrthe hyper-inflation adjustment in the amouhteJR 1.2
million which was no longer applied in 2006.

Corporate income tax

The Group paid a total of approximately EUR 5 milliof corporate income tax in 2006, compared to BBJR
million in 2005, paid mainly by Milavitsa in BelasuThe increase in the income tax is attributahieely to the
increase in income, with applicable tax rates raeingithe same as in the previous period.

Net profit

The net consolidated profit of Group for the finmhgear 2006 amounted to EUR 10.9 million compaied net
profit of EUR 5.8 million in 2005. The net marginas 13.5%, which is 5.5 percentage poimtsre than the
respective indicator for the full year 2005, maindgulting from restructuring processes in Milaaitvhich resulted
in significant cost savings and increased effic@nand price increases of the Group’s productsifiiog the
introduction of more expensive collections).

Results by main operating entities

Summary
The tables below illustrate the performance ofvidw@ous entities of the Group in 2006 compared 2QH5:

2005 vs. 2006, % Consolidated PTA Group Lauma L. Milavitsa Linret

Increase in revenue 2005 vs. 2006 12.53% 3.8% 26.07 13.09% n/a

EBITDA margin 2006 22.09% 11.17% 19.38% 26.28% -90%

EBITDA margin 2005 17.63% 7.46% 22.07% 18.42% 2nla

Net margin 2006 13.46% 5.88% 14.89% 16.45% -213.30%

Net margin 2005 8.00% -2.42% 14.17% 8.52% 2n/a
Intercompany

2005 vs. 2006, thousand EUR Consolidated PTA Group Lauma L. Milavitsa Linret eliminations

Revenue 2006 81,034 8,791 12,366 60,769 0,526 -1,418

Revenue 2005 72,010 8,467 9,809 53,734 nfa

EBITDA 2006 17,903 0,982 2,396 15,973 -1,073 -375

EBITDA 2005 12,693 0,632 2,165 9,896 h/a

Net profit 2006 10,907 0,517 1,842 9,997 -1,122 -327

Net profit 2005 5,760 -0,205 1,390 4,575 rfa

D' Before minority interest
2 Linret did not operate in 2005
9Includes sale of real estate, total sales revam@805 was EUR 7.3 million
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In 2006, 73% of the total revenues of the Groupe&mm Milavitsa, 15% from Lauma Lingerie, 11% frd?»TA
and 1% from Linret.

Results of the PTA Group

The total revenue of the PTA Group in 2006 was BJRmillion, up 3.8% on the 2005 results (includthg effects
of the sale of real estate in 2005). The reasorgfowth was primarily the opening of new storespas of the
process of refocusing business away from manufiacfand towards retail.

The EBITDA margin increased in 2006 compared to26@5 by 3.71 percentage points to 11.17% in 20@bthe
net margin increased by 8.3 percentage points8&%5.

Subcontracting services provided to third partie®anted to 16% of the total revenue in 2006. Theaiaing 84%
of total revenue came from sales of the companyis branded goods.

The most important geographical markets for the R3rAup in 2006 were Estonia, Latvia and Finlanchwiteir
respective share in total sales amounting to 54%%% and 20%. The relative importance of the Russiarket is
expected to grow in the near future with the degelent of the “PTA” Russian retail chain operated_byet.

During 2006 approximately 36% of PTA Group produstre manufactured in Estonia; the remaining 64%ewe
outsourced to various foreign suppliers. Of theoBistn production, approximately 66% was manufacturg the
PTA Group itself while 34% was outsourced to otfastonian sewing enterprises.

Total investments reached EUR 1.9 million in 208@st of which went on opening new stores. In tathlstores
were opened: seven in Estonia and four in Latvia.

Results of Lauma Lingerie

During 2006 Lauma Lingerie succeeded in signifigaimcreasing its revenues and profits. The totalenues
reached EUR 12.4 million (up 26% compared to 2@3ults) and net profit for the same period was @gprately
EUR 1.8 million (up 32% on 2005 results). Such asitderable rise was partially due to the effectsetranding,
started in 2005, in the course of which a new brdralmelle” was introduced with positioning as laree for
younger women between 16 and 25, and the “Laumaicdunderwent changes in design, completely neyetia
collections were developed in co-operation withnefedesigner Eric Leroy.

In 2006 subcontracting services generated 25.8%aafma Lingerie’s total revenue with the productimnown
branded lines generated the remaining 74.2%.

The company produced a total of 2.4 million pieagBngerie, 79% of this was produced in Lauma larig’s own
production facilities in Liefja, Latvia, and 21% was outsourced to Belarus aadibe (nter aliato Milavitsa).

The most important geographical markets for Launrayérie were Russia (49% of total revenue), Lat@%o),
Ukraine (6%) and Estonia (5%).

The total amount of investments in 2006 was EURS Orilllion, with the largest share of that amounedigor
purchases of new equipment.

Results of Milavitsa

Milavitsa’s revenue in 2006 was EUR 60.8 million (L3.09% on the 2005 results). The growth in reeemnas due
to the growth in sales volume. EBITDA in 2006 wd$HE15.97 million, up by EUR 6.1 million comparing 2005.
The growth in EBITDA was attributed to the growthsiales volume (EUR 1.7 million) and reduction o$ts (EUR
4.4 million). The net profit for the period was EW@R9 million. The EBITDA margin increased by 7 @ércentage
points reaching 26.28%. In 2006 a total of 45.2%abfproduction volume was outsourced, mostly tbeot
Belarussian companies.

In 2006 subcontracting services (which were pradidmly to Lauma Lingerie) amounted to some 2.7% of
Milavitsa'’s total output.

The most important geographical markets for Milsaitn 2006 were Russia (62%), Belarus (22.9%) akhibe
(7.5%).

In total approximately EUR 2 million was invested2006, mostly on sewing equipment (EUR 1.4 million

Results of Linret
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Linret, a retailing company currently operating lesovely in Russian market, opened the first “Oleliaetail store

in April 2006. At the end of 2006 there were tat@ll5 stores under management of Linret: 13 opegainder the
“Oblicie” name (1,313 /) and two under the “PTA” name (432%nBecause the company has just started
operations on the Russian retail market, it inairaed continues to incur significant one-time irim@nts for
fitting-out new shops, as well as relatively higkethead (administrative, marketing, distributionkts per square
metre of its retail area.

As a result to the abovementioned factors Linretigenue in 2006 was EUR 0.5 million. Linret madeea loss of
EUR 1.12 million and generated negative EBITDA dfHRE 1.07 million, which was in line with the Group’s
expectations. As the company keeps growing by ogenew stores, its overhead per square metre ®ydoi
decrease considerably.

In 2006 a total of some EUR 1.8 million was invdsiethe development of Linret’s retail network
Assets and Liabilities

As of 31 December 2006 the total assets of the veere at approximately EUR 51.9 million. Curregssets were
EUR 39.6 million, with the remaining EUR 12.3 nolti in non-current assets. Compared to 31 Decentigh the
total assets increased by EUR 13.7 million, withremnease of EUR 12.7 million in current assets andncrease of
EUR 1 million in non-current assets (which is mgialtributable to new machinery and equipment aeguby
Milavitsa). At the end of 2006 the trade receivabié the Group increased by approximately EUR 2ionil and
cash and cash equivalents increased by EUR 5.ibmdbmpared to the end of financial year 2005. iflceease in
trade receivables and cash and cash equivaleatisiisitable to the increasing sales of the Group.

Year Ended 31 December 2005 Compared to Year Endéd December 2004 (Actual)

Due to the fact that the relative importance of BfiéA Group in the results of the whole Group fédingficantly in
connection with the acquisition of the Silvano Gupthe discussion of the consolidated financialitesof the
Group (not including the results of the Silvano @ for the financial year ended 31 December 20@¥apared
with the financial year ended 31 December 2004 adslanger relevant for the purposes of illustratitige
performance of the Group as a whole. However, theementioned discussion is included in the Prosetor
convenience purposes.

Revenue

In the financial year ended 31 December 2004 th& Bfoup was engaged in two primary lines of businestail
and wholesale of women’s apparel; and sewing subexcting services offered to third parties.

The sales revenue of the PTA Group in financial yealed 31 December 2005 was EUR 7.3 million, aedse of
11% compared to the revenue of EUR 8.2 million edrin financial year 2004. EUR 3.5 million was estrin
Estonia (an increase of EUR 70,000 from the 20Gtlte of EUR 3.4 million), EUR 1.6 million in Latwi(an
increase of EUR 0.2 million from the 2004 resulfsEdJR 1.3 million), EUR 1.7 million in Finland (ardp of
EUR 0.45 million from the 2004 results of EUR 2.#lion) and EUR 0.45 million from other markets ¢aop of
EUR 0.78 million from the 2004 results of EUR 1.8lion). The decrease in the overall revenue of BiéA Group
in 2005 is attributable primarily to a drop in tiMaolesale revenue derived from the Scandinaviarketsyrwhich is
discussed in more detail below.

In 2005, the PTA Group suffered a EUR 0.93 milli@®.7%) drop in wholesale revenue compared to 042
wholesale revenue. The drop in wholesale revenuge psianarily due to the decrease in wholesale tod&mweand

Norway where the incorrect positioning of the relet/products led to weaker-than-expected demarsigrificant

positive development in the wholesale area, howawek place in the end of 2005 when the Compamyraenced
cooperation with Anttila Oy, which operates a widgail network in Finland. “PTA” branded clotheseasold

through the Anttila network in Finland since Mab06.

At the same time, the PTA Group was increasinglgaexing its activities into the retail sector intdtga and
abroad. Overall retail revenue rose some 5.3% &R 3.8 million in 2004 to EUR 4.1 million in 200bhe fastest
growth in retail revenue was achieved in Latviagwehretail revenue grew some 50% compared to tBé Bfsults.
The growth in retail revenue was attributable myostl the more effective use of existing sales areash the
average revenue per one square metre of shopisirep21% compared to the relevant figure in 2004.

With respect to sewing subcontracting servicesarfaial year 2005 was the first financial year inickhthe new
strategy of the PTA Group had full effect on itsdfincial results. In particular, the Management inggdementing
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the gradual transition from the business whichrisntated primarily to technical sewing subcontragtservices
towards one offering higher-yield full-service sagj where the whole production cycle of a particglarment is
completed by Klementi and the output is a finispeaduct. The strategy yielded positive results@0%2 while total
revenue from sewing services decreased 19.8% ceahgar2004 results (EUR 1.37 million in 2005 conaghato
EUR 1.7 million in 2004), profit from sewing seregin fact increased 5%.

With the increase of the retail revenue, the redatinportance of all sewing subcontracting serviogbe revenue of
the Group decreased from 20% in 2004 to 18% in 2005

Operating expenses

Total operating expenses comprise: (i) changevaritories of work in-progress and finished goodsgfods, raw
materials and services; (iii) other operating exgasn (iv) personnel expenses; (v) depreciationsaanartization;
and (vi) miscellaneous expenses.

Operating expenses amounted to EUR 8.3 million0d52(EUR 8.8 million in 2004). The structure of tygerating
expenses remained relatively stable compared ém€ial year 2004. The main driving force behinddkerall drop
in operating expenses is the decrease of the dogpbamls, raw materials and services (EUR 2.6 mmillio 2005
compared to EUR 3.3 million in 2004).

The PTA Group derives its revenue from sales of twmanded apparel and from sewing services. As @trake
principal operating expenses are the costs of gamds materials and services used in the produafoclothes
(primarily fabrics) and labour costs. The raw mialerosts and the labour costs together comprised 8% of all
operating expenses in 2005, down from 69.4% in 28@&tsonnel expenses in 2005 were EUR 2.8 milledR
2.85 million in 2004).

Other operating income

Other operating income includes items such as gamsale of property, plant and equipment and gitdes,
changes in the fair value of investment propedyeifyn exchange gains, etc.

Other operating income increased significantly @2 as compared to the results of 2004. The inereasther
operating income is due to a one-off sale of tla estate of the PTA Group in a sale and lease-trankaction that
yielded proceeds in the amount of approximately BBMRmillion. The proceeds of the sale were usedeitrease
the financial obligations of the PTA Group.

Net financial items

Net financial items amounted to a negative balasc&UR 0.37 million in 2005, almost unchanged frohe
negative balance in 2004. Interest expenses iretlesmmewhat from EUR 0.34 million in 2004 to EUR&million
in 2005, while the impact from exchange rate flatians changed from a loss of EUR 21,670 in 2004 ¢ain of
EUR 11,180 in 2005.

Corporate income tax

In 2005 the distribution of retained earnings byoB&n companies was subject to the tax rate of@4from 1
January 2006: 23/77) of the amount paid out aslivedends. In 2005 the income tax rates applicablthe Group
companies were as follows: in Latvia and Lithuatle, tax rate was 15%; in Sweden, the tax rate288s, and in
Finland, the tax rate was 29% in 2004 and 26% 0520

In 2005 the Latvian subsidiary of the Company, SIsion, had a corporate income tax and deferredrme
liability. Income tax at the rate of 15% amounted&UR 23 thousand. Other Group companies did ne¢ laay
deferred income tax liabilities or assets.

Minority interest

The Company did not hold any shares in any comgahg were not 100% subsidiaries of the Compahgréfore,
none of the Company’s profit was attributable tamonity interests in 2005.

Net profit

In 2005 PTA Group’s net loss decreased by EUR fnléon and was EUR 0.2 million as compared to EQR6
million in 2004.
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Results of the Silvano Group

Lauma Lingerie

Lauma Lingerie was established on 22 October 2Q0&%dy of a separation of lingerie operations froi Bauma
(see “Operations of the Silvano Group — History &welelopment of the Silvano Group” for more dejailBhe
results of operations of Lauma Lingerie for finatgiear 2005 (as compared to the results for firdiyear 2004)
and for financial year 2004 (as compared to theltedor financial year 2003) are calculated priityaon a pro
forma basis from the financial results of the lingeoperations of AS Lauma for the relevant periBdch results
have not been audited.

Based on the aforementioned pro forma informatibm, revenue of Lauma Lingerie in 2005 was approtefga
EUR 9.8 million, representing an approximately EUR8 million gain on the 2004 results (an approxetal4%
gain). Net profit rose over 27% to EUR 1.39 millifsom 2004 results. The growth of revenue andipvads stable
and was not affected by extraordinary circumstances

Milavitsa

The total revenue of Milavitsa in financial year080was EUR 53.5 million, up 15.8%. On the 2004 ltesu
(EUR 39.8 million). Due to increased efficiencyt peofit rose faster than revenue — a 11.3% grosatmpared to
2004 results (respectively, to EUR 4.58 millionnfr&UR 1.85 million). The increased efficiency ofesawas also
evident from the higher rate of capital turnovenancial year 2005 was characterized by steady tirolw March
2005, the Russian subsidiary of Milavitsa (STK)tstd wholesale operations and shortly after thguimed a stake
in a Ukrainian wholesale company MTCU, thus impngvihe distribution of Milavitsa's output and aclirg a
positive effect on results of operations.

Linret

Linret was established in October 2005 and didhaste active operations in financial year 2005. Hawecertain
investments and expenses were made in the adrathistrand logistics structures in preparation fer vpening of
the first “Oblicie” retail outlets, for which reasd.inret ended financial year 2005 with a net lofssome EUR 4.5
thousand.

Strategic Objectives of the Group

Overall Strategy

The Group’s strategy is focused on the implememtatf the proven business model of a verticallggnated
fashion group with brand management, strong refafations, its own flexible production facilitiaed outsourcing
expertise, differentiated independent sourceswfmaterials, and integral logistics. The Group aimsreate value
by offering a wide variety of apparel (lingerie andmen’s clothes) in an attractive environment wjtod service,
excellent quality and reasonable prices.

The strategic goal of the Group is to become ortbefeading retailers of lingerie, women'’s appared accessories
(with its own flexible production facilities) in éhmarkets of the Baltic states, Russia, the regiefCIS, and, in the
longer-term, in Central and Eastern Europe. Thauis planning to develop and fine-tune its businesdel based
on vertical integration of retailing and manufaatgr functions across a variety of brands and secfsuch as
lingerie, apparel and related merchandise). Theuiotends to ensure that most of its productsex@usively
available at and sold through the Group’s retaflvoek with differentiated mark-ups reflecting thesitioning of
each product. Such strategy should eventually aserehe overall revenues and profits of the Graup @eate
additional value for the shareholders of the Compan

The Group intends to achieve these objectives pigllsaexpanding and strengthening the existingilreitwork in
existing markets, entering new geographical regideseloping intra-group synergies, and poolingueses and
know-how between the various Group companies.

Retail

As of the date of this Prospectus the Group opgratetal of 67 retail outlets. In addition, 10®gh are operated
under the “Milavitsa” brand in Russia, Ukraine, MaVia, Kazakhstan and other countries by the Geowpolesale
partners. The Group is developing a franchise polibich will standardise requirements in respecthefse shops
and allow for more effective supervision of thegtigities. As the first step in this standardizatiprocess in 2005
the Group launched the “Mi2B” (Milavitsa to Busisg¢groject, an Internet-based resource which hedpters to
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achieve and maintain the new standards.

The development strategy in retail is based onmdheut of three concepts: in the lingerie segmé@blicie” multi-
brand shops (which sell the products of Lauma Liilggand Milavitsa) and “Milavitsa” mono-brand shopsd in
the apparel segment, “PTA” mono-brand shops.

Further rollout of retail outlets in Russia will loarried out through Linret (“PTA” and “Oblicie” eps) and STK
(“Milavitsa” franchised shops), in Belarus by MTGBId in Ukraine by MTCU and PTA Ukraine. With theitah
of Linret's operations in 2006, a solid and stglitform of administrative, logistical and IT sabris was created in
the Group’s initial principal target market whiclilvibe used for the opening and administration efvroutlets. The
management team of Linret has an in-depth knowleddee respective markets and extensive past exper in the
industry, both factors which are expected to enbdahe Group’s prospects in the market and giveaa gwounding
for expansion into new markets.

The Group plans to build its retail network by ojpgnnew shops and possibly acquiring existing ketsi The
Group plans that, by the end of 2010, its retafvoek will consist of 300 to 400 of retail outleisder the “Oblicie”,
“Milavitsa” and “PTA” brands with a combined salesea of approximately 40,000°nThe expansion is expected to
be based on the Group’s own retail outlets andcfresmng contracts. The ratio of Company-operatadthised
shops will be dependent on the particular regiahwitl be determined at a later stage.

The Management sees great potential in the devaopaf a retail network in Russia and the restef€IS, due to
factors such as the increasing disposable incontigedbcal population and the rising popularityshbpping centres
in the region. Furthermore, the lingerie retail keds in Russia and the rest of the CIS are st#lratterized by
relatively weak competition and the trademarks dfaditsa and Lauma Lingerie already have the adgatof

being among the best-known brands.

During the second stage of expansion program ifsgafitom 2010) the Group will consider expanding@@y’s retail

network in Central and Eastern Europe (at presenGroup has seven lingerie shops in Poland, agklat Splendo
Polska). The geographical expansion strategy ischas entering new markets with a chain of shopraimg

under a proven retail concept rather than on affepiarticular merchandise to existing retailers.

By 2010 the Group plans to direct the sales ofnellv collections manufactured under the “PTA” brdacthe
Group’s own retail network and to distribute betwé®% and 70% of all new collections manufacturadeun the
“Milavitsa” and “Lauma” brands through the Groupdsvn retail network and franchise partners. Themfa
considerable majority of fashion collections progdity the Group’s manufacturing entities will obly available in
the Group’s own retail network and the outlets arftpers.

Manufacturing

The manufacturing entities within the Group curkgare operated by three subsidiaries of the Cowyrpldlementi,
Lauma Lingerie and Milavitsa (including a subsigliaf Milavitsa, Gimil). The Group is aiming to impre the
flexibility of its manufacturing facilities so a® tmake new collections available for sale on aues periodical
basis according to market demand. The Group planacrease both the number of collections per yeat the
efficiency of product replenishment. Efforts towsrthe implementation of this objective are curresitheduled
primarily for 2008.

Moreover, in order to make production more effitighe Group plans to gradually increase the prodncapacity
in regions where production costs are lower, mainipugh entering into new outsourcing arrangemenBelarus.
Currently around 60% of the Group’s total outpupé#stially or fully outsourced to lower-wage regsofincluding
primarily Belarus, but also other countries suclJksaine, Turkey and China). The Group intendsutsource up to
80% of its total output by 2010 and to make useéMdfvitsa’'s extensive experience in the outsourcoegtain
manufacturing functions. When diligently organizedi properly monitored, outsourcing should incrgaseuction
efficiency and decrease lead-times.

Short Term Goals for 2007

In 2007 the primary objective for the Group is ¥pa&nd the chains of both the “Oblicie” and the “P&fores in the
target region and launch franchising program fer plartners. It is planned that 54 new retail osit{gtcluding 32
“Oblicie” and 22 “PTA” outlets) will be opened in0R7, of which 12 (six “Oblicie” and six “PTA” outlg) have
already been opened by the date of this Prospectus.

The Group also intends to increase the number wf a@lections of lingerie through the year compated®006.
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Moreover, the Group plans to increase the relatigghting of the flash/fashion collections in comipan with the
classic lingerie collections.

The Company also plans to expand the range of ptedwithin the “PTA” collections in order to increma the
popularity of the “PTA” brand and raise brand-aweess among Estonian and foreign consumers (ingudin
Russians). The respective plans call for the expansf casual apparel collections and increasirgy rimge of
accessories in the “PTA” stores. As another wayatol the same objective, the Company intends ttireenthe
implementation of the customer loyalty program @bhgives special cards to loyal customers) in th€A” stores.

The Group intends to continue and enhance strategaperation with a number of partners both in antside of
its primary target markets. In particular, the Graotends to deepen its ties to a major worldwidenyproducer,
InVista International, which supplies materialgtie manufacturing entities of the Group (in pafdcelastic fabrics
marketed under the trademark “LYCRA") for the proton of lingerie. The Group also intends to cotape
closely with SIA Lauma Fabrics and its French stdiasy, Desseilles Textiles SAS, which both beloodghie same
group of companies as the Principal Shareholder.

Lastly, the Group intends to complete the legagnation of various holdings consolidated in 20@& PTA Group,
the Silvano Group and Splendo) and create a tramspand comprehensible corporate structure wittiear
management organization.

Competitive Advantages

The competitive advantages of the Group when coetpaith to competitors are briefly summarized below

Well-recognized and reputable trademarks

The trademarks of Milavitsa and Lauma Lingerie aneong the best-known lingerie brands in Russia @&l
countries. The “PTA” trademark products are higldgarded in the Baltic states and Scandinavia.h&sGroup
includes a centrally-operated retail network, su@ll-known brands may be used to facilitate theoidtiction of
new or lesser-known brands of the Group. With irdeggl media sourcing for the whole Group, “PTAdeaark
products are promoted by use of the high levelbrahd-awareness “Milavitsa” and “Lauma Lingerie’vlan

Eastern European countries. Vice versa, in theiBaitd Scandinavian markets, customer awarenesge ¢PTA”

and “Lauma” brands can be used to increase knowledgMilavitsa” brands. Historically, products Belarussian
and Baltic origin have been associated with highligu by the majority of Russian and CIS consumésch
association is likely to serve as an additional petitive advantage when marketing and distributimg output of
Milavitsa, Lauma Lingerie and the PTA Group in #i®mve-mentioned markets.

Flexible and vertically integrated Group structure

The Group consists of production units and entitidéch specialize in marketing, distribution, aretail. This

increasingly vertically-integrated structure (whitte Group is currently implementing and developiagables the
Group companies to utilize their production capesitand distribution resources to satisfy the deintam the

different products and brands which are producetraarketed by the Group. Moreover, as the entéiggaged in
retail sale of the Group’s products are locatedifferent markets, marketing solutions can be dgyed, planned
and, where necessary, re-organized to adapt tmdihédual structure and particularities of theenednt market. The
vertical integration of the Group allows it to cam the overwhelming share of value from produstet@ppment to
retail.

Strong management team

The management of the Group is comprised of highighfied and professional executives who have {@mg
experience in the women’s apparel and lingerie srigs in various markets. New executives are onoatly hired
in order that the Group can meet the growing demaidts structure and business. The Group payfdaattention
to the development of all levels of management @nthe education of subcontractors (who must meatnecon
Group requirements and perform in line with therallestrategy of the Group).

Flexibility in Manufacturing and Logistics

Owning manufacturing facilities in the region allowhe Group to have a flexible production supplye proximity
of the Group’s manufacturing capacity to the tamerkets serves as a material competitive advardage many
rivals. The short distance between the productipitsuand the retail outlets engaged in the actadd sf the
products simplifies logistics, creating opportugstifor cost-savings in transportation and waretmgudihus, there is
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ample opportunity to perform short-term periodistoeking of the shops and to introduce new colbectimore
often. Furthermore, the largest of the Group’s nfacturing facilities (Milavitsa’s factory in Minskis located in

Belarus and thus able to export goods to Russtowitfacing the customs duties currently imposeéxports from
the European Union.

Access to affordable labour resources

A large proportion of the Group’s products is mautfired in the Milavitsa factory in Minsk, Belar@mpared to
the other Group companies Milavitsa employs a dsrably larger number of employees (close to 2,G0G)
outsources a large share of its production to diearussian manufacturers. Compared to the casntwhere the
other entities of the Group operate the costshafua are relatively modest due to the overall loeest of living and
the lower level of salaries in Belarus. The leggemsive but well-qualified Belarussian labour eralihe Group to
optimize its production costs while at the sameetimmaintaining highest standards of quality. Theuprimtends to
continue capitalizing on its proximity to the lalvaguarkets in Belarus, Ukraine and other CIS markets

Committed principal shareholder

The Principal Shareholder of the Company is Altpi@d Partners S.C.A., SICAR, an investment firmnaiged by
one of the most experienced investment teams imeggon and holding more than 50% of the Sharethin
Company. The Principal Shareholder is actively ined in the management of the Group and contribittes
investment and management expertise towards tleessftl fulfilment of the strategic objectives bé&tGroup.
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INDUSTRY OVERVIEW AND COMPETITIVE POSITION

None of the countries mentioned below have sodhlighed definitive official statistical informaticconcerning the
state of the clothing industry as a whole. The sargrwhich is presented below is therefore baseihfarmation

collected by the Company from unofficial sourcethoough own research, and as such it cannot bdisdrbeyond
reasonable doubt. Moreover, any forward-lookingtestaents concerning the development of the clothiagkets
are based exclusively on unverified information asahnot be used as guidance in estimating the gian
performance of the Group. The information presemtél respect to gross revenues of the relevanketarmay not
be fully comparable due to the differing componeaitthe relevant data and varying calculation methohat may
have been used.

Clothing Industry in General

Broadly, the Group is active in the textiles andtling industry, which comprises the following seet

(i) marketing and design; (ii) sourcing fabrics attler raw materials; (iii) manufacturing; (iv) ttibuting; and (v)
retailing. Such diversity in middle and end produobrresponds to a multitude of industrial procgsaetivities and
market structures within the industry, for whiclagsen companies active in the textile and clothimdustry usually
specialize only in some of the abovementioned sgecto

The Group is involved primarily in the manufactgriand distribution of clothes, in particular womeapparel and
lingerie. The manufacturing process of both womexpparel and lingerie could be divided into twogst pre-
assembly and assembly. The pre-assembly stagevasvalesigning, grading, marking of patterns andingtof
textiles into individual components. In terms oflustrial development, this stage was revolutionitedugh the
application of computer-assisted systems. By cehtrtne assembly stage remains highly labour-imtenand
involves delicate handling and sewing operatiorst @o not lend themselves to full automation. Asfdem
productivity gains attributable to better needlesl anore secure fabric-holding techniques, sewirghrigues
remain basically similar to those utilized a ceptago. At this time, this industry is almost unignehe developed
countries in terms of its low ratio of capital gguient to labour input. However, technological pesgr in
telecommunications and transport networks has nagtesier for clothing manufacturers to divide thgply chain
on an international basis and to perform the askesthge in lower-wage countriesAs the transportation costs of
clothes are relatively low, the products of a mactrer located in one country can be easily madket numerous
other countries and geographical regions.

Over the years clothing-related marketing actisititeave changed significantly with the blurring bé ttraditional
boundaries between retailers, brand marketers aadufacturers. On the global scale, retail distidyutis
increasingly dominated by large retail groups ie thain consuming countries, where the trend is tdsvgreater
product specialization, brand-name products andketasegmentation. These large retail groups coleatket
information about the latest trends in styles aastels, and their integration of this informatiorvegi them
considerable leverage in dealing with suppfiers

Macro-Economic Situation on the Relevant Markets

Summary of Relevant Markets

The main target markets of the Group are Russirg the Baltic states and Ukraine. The tablewelummarizes
the main macro-economic indicators of these coestri

Estonia Latvia Lithuania Russia Belarus Ukraine
Population (million) 1.34 2.28 3.39 142.80 9.71 546.
GDP (billion EUR, 2006), current prices 13.07 16.03 23.74 772.23 29.43 84.83
GDP per capita (EUR, 2006), current prices 9,732 009, 6,993 5,408 3,024 1,813
Real GDP growth (2005-2006) 11.4% 11.9% 7.5% 6.9% .99 7.0%
Retail sales growth (2005-2006) 19.0% 20°1% 9.6% 13.9% 17.0% 24.8%

DTotal GDP divided by population at the end of teary
3 December 2005 vs. December 2006

Much like the economy in general, the retail seaidhese countries has undergone rapid developowentthe past

A New World Map in Textiles and Clothing. Adjusting Change, OECD 2004, p. 19
2A New World Map and Clothing. Adjusting to Chan@£CD 2004, p. 12
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decade. Joining the EU has considerably facilitétedentry into the Baltic market for companiesyireU member
states and has raised confidence in the relevaritetsa While the Baltic markets are attractive lbeseaof their
favourable business infrastructure, by contrasttbst significant attractive feature of the Russizarket is its vast
size. Similarly, even though the Ukrainian markgtin terms of population, about three times smalian the
Russian market, it nevertheless represents a raegket when compared to the . Taking into accouatproximity
of these countries to Western European produdeeg,dre becoming increasingly relevant businestmear for the
EU.

With a remarkably favourable location between Cariuropean countries and Russia, Belarus is bergefrom
the growth of the Russian economy, as well asrduetrelations between the EU and Russia, evemgththe size of
the Belarussian market is not comparable to thaRas$sia and Ukraine and despite the increasingirrifEU-
Belarussian diplomatic relations.

It is expected that the growth in retail revenud autpace GDP growth in all target markets in twening years,
driven by changing lifestyles and by strong gainstérms of disposable income. The growing availgbibf
consumer credit products is also expected to haefistoconsumer demand in these countries.

The market conditions in the Baltic states areamattomogenous and appear to be substantially diffeérom the
other target markets of the Group, especially imgeof the size of economy, business environmedtcamsumer
purchase patterns. Similarly, the market condition®ussia, Ukraine and Belarus appear to be afikeaterial
aspects. Therefore, for the purposes of this hridiistry overview, two groups of target markets éhdbeen
identified, namely the Eastern European and thé®Balarkets.

Eastern European Markets

Given the total population of Russia, Ukraine anglaBus (which exceeds 200 million people), thesentites
represent a considerable share of the Europeahirgjomarket. The capacity of Eastern Europe’s ovathing

industry is not sufficient to satisfy the demandtid entire area. Given that fashion and qualityehan important
impact on the demand for apparel items, Easterroggan production faces intense competition froneifpr
products, in particular due to low transportatiasts of clothes. Therefore, an increasingly larheres of the
revenue of the Russian, Ukrainian and Belarusgigarel markets is attributable to imported products

Lingerie Market

It is estimated that the size of the lingerie maikeRussia is in the range of EUR 1.5 billion,Ukraine EUR 300
million and in Belarus EUR 60 million and saledinfjerie are growing year by year. The gradual ttgv@ent and
growth of lingerie sales is mainly driven by thengeal economic growth and increase in the amountisgfosable
income, as well as the increasing importance amchasing power of the emerging middle class.

Some statistics indicate that Russian women eaghdsan average of EUR 15 on lingerie per year. iEhadout 5.7
times less than the same average figure for Europ@emen, who each spend an average EUR 85 on iénger
year. However, certain unofficial surveys point aich higher expenditures on lingerie by Russian amgm
amounting to some EUR 64 per year. The discrepantlye statistics may be attributable to the faett there is a
significant divergence in the spending habits ghbkr-income urban women and the rest of Russianempmhich
may have been ignored in surveys yielding highewahspending data. Some surveys have revealedtissian
women with higher income spend about 75% morergelie than women with lower income.

As the disposable income in Ukraine and Belarusvger than in Russia, it is estimated that the exfitere on
lingerie in these markets is also lower than indRaus

Substantial differences are observed in the puncad shopping habits of Western and Easterng&amm women.
In Russia (but also in other Eastern markets), dbdztype open-air markets still remain the mogtuar places to
shop. Based on customer surveys, it is estimatat rtfore than 30% of all lingerie items sold in Raisare
purchased from such open-air markets, which ateeratncommon, if present at all, in Western Eurapsauntries.
A significantly smaller proportion of lingerie (abtb15% of total sales) is sold through specialitegerie shops in
Russia, whereas in Western countries more thanafdivtgerie revenue is generated by specializeghsho

Over the past few years, sales through open-aiketmhave started to decrease. It is expectedHhisaendency will
continue and the Eastern European lingerie consampt specialized lingerie shops will increaseaagsult of the
growth of disposable income, as well as of the alevelfare of the society. Modern Eastern Europeamen are
keen to align their consumption habits with thoktheir Western counterparts, who do not shop ahegir markets.
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The emergence of modern shopping centres in majssiBn and other Eastern European cities is seanaber
driving force behind changing the shopping pattewisch the Group intends to capitalize on throtlghopening of
specialized lingerie shops under the brand namdath\isa” in Belarus and under the brand name “Qdsliin
Russia and Ukraine.

Milavitsa’s Position on the Lingerie Market

Milavitsa is the largest lingerie manufacturer atigtributor in Belarus, producing approximately illion pieces
in 2006 (the second largest is Rusanova, whichymesl some 600,000 pieces per year). Accordingdostidy
conducted within the framework of the Belarussiampetition “Brand of the year 2003”, Milavitsa’sqolucts were
acknowledged as the “best-known brand” and the typosferred brand” among lingerie products sol@atarus.

Some Belarussian official statistics have indicatedt the market share of Milavitsa in Belarus i&r050%.
However, the officially calculated market share sloet take into account illegal and unreporteddracherefore,
the actual market share of Milavitsa in Belarusssmated by its management to reach 20 to 25%.

In 2006 Milavitsa signed an agreement with the Besian antitrust authorities. Pursuant to the exgemt,
Milavitsa agreed not to conduct any actions whiobld be classified as monopolistic or restrictifecompetition.
Such agreement may impose certain restrictions n@gpect to Milavitsa's domestic sales but hasnmgaict on its
international operations.

Milavitsa’s other primary markets besides the ddimemarket of Belarus are those of Russia and Ukrai
Milavitsa’s market share in Russia is estimatedecaround 5% to 7% and in Ukraine around 4% to 826ther
markets where Milavitsa operates (such as Kazakjditilavitsa's market share is lower.

Milavitsa’s principal competitors in its primaryrgget markets are Russian firms Palmetta, as a raeturér, and
Bustier, as a retailer, as well as Triumph and mber of Italian, Polish and Baltic brands. At thiime it is not
possible to precisely estimate the competitors’ketashare, but in general, no competitor branceregived to hold
more than a 3% market share in Milavitsa’s maiggamarkets of Russia, Belarus and Ukraine.

The manufacturing and retailing of lingerie reqsieesignificant, qualified workforce and reliabédes channels and
retail premises, all those constitute barriersefotry to the relevant markets which is why Milaalts competitive
position is favourable.

Lingerie Retail Market

There are already a number of lingerie chains adjpgrén the Eastern European markets, such as thoseted by
the Wild Orchid group, the Catherine group, DIM dadlfstream. However, most of them aim at the lyxmarket
segment only, while the Group aims to sell a wideiety of reasonably-priced high-quality lingeriea modern
environment. The Group therefore has significanteptial for development within this market nichenidet's

market share in the Russian retail market for lirggis not large, with 19 retail outlets openediate.

Women’s Apparel Market

As with the lingerie market, the majority of Russiapparel sales are highly concentrated around &as6t.
Petersburg and other major cities with more tham midlion inhabitants. A significant proportion tife apparel on
sale and the sales outlets are not comparableWistern standards. According to unofficial datayihk lingerie
sales, around 70% of all apparel is purchased atdér” type open-air clothing markets. This alsal$eto be the
case with Ukrainian and Belarussian apparel sales.

Nevertheless, based on economic factors, as wetheoverall development of the consumer sociepstérn
European markets have a proven tendency to growdamdlop trends and patterns that are similar tsdahin
Western markets. As the market develops, EasteropEan consumers become more demanding and si&imdo
for higher quality, fashionable clothes. This hdseady allowed several well-known international q@mies’
apparel chains to carve their niches in Easterofigan markets. It is anticipated that Eastern Eranpnarkets will
continue to rely on imports of clothes, since datimegroduction does not seem likely to be able atis$y the
demand in terms of quantity, quality and desigrthia near future. Moreover, the penetration of therket by
Western European companies contributes to the olereint of the whole market, pushing it towards léhel of
Western consumer expectations, including, primathe tradition of purchasing clothes from shoppmnalls and
shopping streets rather than from open-air markets.
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The clothes sold in open-air markets are often wtaits of well-known Western European brands. Share of
counterfeit apparel is estimated to be as highrasnal 50% to 60% of the total revenue of the agpaerkets in
Eastern Europe, but it is expected to decline giiglas the rising purchasing power contributemtweased brand
and quality awareness.

In recent years the development of the Russiafl retaket has been restricted mainly by low wadpgh levels of
taxation and the resulting insufficient demand. Tieact of these factors is decreasing as the dadge income
rate continues to grow. At the same time, the alsdity of suitable trading and storage premised mtreasing
rental prices are also gradually starting to haveeffect on the expansion of the Russian apparekehavhich is
beginning to emerge.

Nevertheless, the overall economic figures givesoaable grounds to expect that women’s appares salEastern
European markets have potential for growth and Idpweent.

Women’s Apparel Retail Market

In addition to operating the “Oblicie” chain, Linrie engaged in establishing a chain of “PTA” stareRussia (with
five stores opened in Russia to date) and possitiigr markets. Taking into consideration the lasge of the
Russian apparel market, Linret's market share wapect to women’s apparel in general will presugnadmain
small, despite the full roll-out of the “PTA” chain

Baltic Markets

The three Baltic states of Estonia, Latvia and wdthia are home to over 7 million people. The groseftthe Baltic
economies has had a positive impact on the salaridsdisposable income of the local population.eGithat the
average annual growth in gross salary is approxeiyet0%, more disposable income is created, whilchwa an
increase in consumption at the retail level. Oherpast few years the volume of the Baltic retatkat has greatly
increased and outpaced the overall growth of tlkm@my. The growth has been further boosted by #iédBstates
joining the EU and thus becoming part of the Euampsingle market. The Group is active in the ligemd
women’s apparel markets in the Baltics, which aiefly described below.

Lingerie market

The lingerie market in the Baltic comprises produbat are targeted to all income groups. The nidudke witnessed
rapid growth over recent years, which was fasten the growth in the retail sector as a whole.

This lingerie market is characterised by the reddyi high popularity of local brands: there areuanber of Baltic
lingerie manufacturers such as Lauma Lingerie, Rpdrmette and V.O.V.A. whose products are wellaknoand
popular among Baltic women. Their products couldsben as being targeted mainly to middle and uppédie
class lingerie consumption. The market has alsac#d imports, the most successful of the foréigands in the
Baltic markets being Triumph, Incanto and Felinan@taneously, a considerable amount of cheapettymts from
Eastern Europe and Asia without an identifiablentrare also being marketed in the Baltic states.

Specialized lingerie shops are still rare in thétiBatates. Most shopping malls, however, haveestingerie shops,
which sell lingerie of different producers, caterito all pockets. Specialized shops normally fooasluxury
lingerie.

As a feature inherited from Soviet times, “bazagpe open-air markets are still a relatively impattchannel in the
Baltics, especially among lower market segmentswéi@r, clothes sections in supermarkets (such &4l,RI
Maxima etc.) are also becoming increasingly impurtand are often used to market cheaper lingerie.

Even though the Baltic lingerie market is chardaeztet by intense competition, there is apparently retom for
niche brands with mid price levels.

Lauma Lingerie’s Position on the Lingerie Market

Lauma Lingerie is the market leader in terms ofidine sales in its home market of Latvia, with arkeishare of
20% to 30%. Lauma Lingerie’'s main competitor, vatkomparable market share, is the internationgktie brand
Triumph. According to “Integrated Research of LirigeConsumers”, a market report compiled by InMind
Marketing Research in Latvia in February 2005, Laumthe best-known lingerie brand in Latvia inmsrof brand
awareness, followed by such competitors as Rosn@ WA. (both Latvian lingerie manufacturers) andumph.

Lauma Lingerie’s market share in the Baltic regiorgeneral is estimated to be around 15%. On timeBatic
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scale, its most notable competitors are Rosme,tein@n Estonian lingerie manufacturer) and Triumphe
majority of Lauma Lingerie’s output is marketedRassia, where its market share is estimated at ©03946%, due
to the size and fragmented nature of the Russiakana

Women’s Apparel Market

The women'’s apparel market in the Baltic statesatsrated with a large variety of brands from thedr quality and
price segment to middle class apparel and up tarjuxlothes to a lesser extent. There are seveaditional
domestic brands in each of the Baltic markets aswhsionally new international fashion brands etitermarket,
whereas competition is already intense betweeraioemternational manufacturers of clothing. Nekeless, the
consumption of fashion in the Baltic markets is ingwowards consumption levels in Western Europzamtries.

Similarly to lingerie sales, a noticeable sharehaf women'’s apparel sales revenue is generatetrdmst snarkets,
though to a far lesser extent than in the Eastemofean markets. Therefore, it is rather diffidoltestimate the
actual size of the market. It is expected thatrttaeket will grow in the future at least in line tvithe general retalil
growth rate, as well as with the overall growthtteé economy. Furthermore, the industry also hagpthential to
grow by redirecting customers from open-air marketshops, as the Baltic people’s consumption batliange
significantly.

The entry to the market of new apparel brands badcekpansion of the existing players’ operatiors $@far been
limited, to some extent due to the lack of retadmpises and warehouses. Although many new shomenges and
trading facilities have been built in recent yeangny of the most favourable sales venues arelyapatupied by
companies already present in the market, thusitigithe opportunities for others to enter and ogoegonomically
suitable positions.

The Group is among the largest Estonian apparelfaaturers; its market share in Estonia, whichugently the
Group’s main market with respect to women’s appaseéstimated to be around 4%. In other geograptaickets
the Group’s market share is lower.

The main brands competing with the Company’s bramdsstonia include Mosaic and Monton (brands eflHrgest
Estonian apparel manufacture: AS Baltika), Bastidassic apparel with a higher price level), Gegber and
other brands.

The brands competing in the Latvian and Lithuamearkets are, to a considerable extent, the sanmeEstonia. In
the Scandinavian, Russian and Ukrainian markets, stare of Estonian manufacturers (Baltika, Baktien
marginal, but there are many domestic and intesnatibrands competing with similar products andeitevels as
the “PTA” trademark products.
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OPERATIONS OF THE GROUP

Business at a Glance

The Group is a vertically-integrated fashion graupich manages several brands of women'’s appareliagerie
with manufacturing facilities and a developing ilet@twork. The Group in its current form was cezhin October
2006 as a result of the acquisition by the Compafilvano and its subsidiaries (including MilaafsLauma
Lingerie and Linret).

Brands

The range of brands operated by the Group incllidgsrie brands (including, primarily, “Milavitsa™Alisee”,
“Aveline”, “Lauma” and “Laumelle”) and women’s apgh brands (primarily “PTA” and “MasterCoat”).

Milavitsa: One of the best-known lingerie brands in the CI& amarket-leader in Russia, it is aimed at thedtaid
market segment with classic models and fashionectitins of lingerie carried from season to seasdme
“Milavitsa” brand is the sales leader of the Group.

Alisee A new brand introduced in 2004 and developedohogeration with French designers. Alisee is foduse
the upper-market segment and customers with maradeding tastes.

Aveline: A new brand introduced in 2005 and aimed at aelomarket segment with sales primarily in clothing
markets and hypermarkets. The brand has been imteddas a quality substitute for cheaper Asian Bastern
European products that currently hold a significaatket share in Russia and Belarus.

The main geographic markets for the “Milavitsa” |li#ee” and “Aveline” brands are Russia, Belarus dr&rest of
the CIS.

Lauma and LaumelleMarket leaders in Latvia and the other Baltideta“Lauma” is a classic brand of lingerie
aimed at the middle-market segment. It enjoys suitistl reputation in the Baltic states and is a¥edl-known in the
CIS market. “Laumelle” is a recently-launched suwhrd of “Lauma” which is aimed at younger customdiise
main geographic markets for these two brands @®&#itic states and Russia.

The positioning of brand lingerie portfolio of t¥oup is presented in the following table:

Trademark/Type Average ex-works price Average retail price in Customer segment
(in EUR) Oblicie stores (in EUR)

Milavitsa Swimwear 12-17 40-47 Classic & Fashiorg4price
Alisee 9-11 33-39 High Fashion, Upper-mid-price
Milavitsa Fashion 5.5-7.5 12-15 Fashion, mid-price
Lauma 5-6.5 17-20 Classic & Fashion, mid-price
Laumelle 5-6.5 16-19 Young, Fashion, mid-price
Milavitsa Classic 4-5 10-12 Classic, mid-price
Collection
Milavitsa Seamless 3-4 5-6 Comfort, Classic, mitgr
Aveline 2-3 not sold in Oblicie shops Basic, loweid-price

PTA and MasterCoat'PTA” is a modern brand of ladies’ business wead casual wear which is aimed at
professional women in their thirties and fortigshas an established reputation in the Baltics. stdeCoat” is a
brand of ladies’ outdoor business wear which id sisfough wholesale channels primarily in Scandimav

In the first quarter 2007, 87% of the Group’s raves come from sales of lingerie, 10% from salesvorinen’s
apparel and 3% from sewing subcontracting services.
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Distribution Network

The Group distributes its products through wholersahnd its own retail outlets. In the first quad&2007 88% of
consolidated revenues was generated by wholesafid@% of the revenues by retail sales, while ¢meaining 3%
of the revenues came from sewing subcontractingcess.

Through the wholesale network, which includes tt@mm@any’'s affiliates: STK (Russia), MTCB (Belarug)da
MTCU (Ukraine), the Group’s products are presenRimssia and the other CIS countries, Belarus, Wkrathe
U.K., Germany, Scandinavia and other countries.

As of the date of this Prospectus the Group opgrdelingerie retail outlets under various brandhes (including
19 under the “Oblicie” brand, 20 under the “Milaat brand, 2 under the “Lauma Lingerie” brand anghder the
“Splendo Intime” brand) and a total of 19 womenpparel retail outlets under the “PTA” brand. Theo@’s retalil
outlets are located in Russia (24), Belarus (28}pmia (8), Poland (7), Latvia (6) and Lithuani3. (& addition,
wholesale partners of Milavitsa operate 105 shamen “Milavitsa” brand in Russia (including 27 inagcow),
Ukraine, Moldova, Kazakhstan and other countrigsesE shops are currently being standardized undewa
franchising program which has been launched byGitop.

Manufacturing Facilities
The manufacturing capacity of the Group is comjgrise

« A women'’s apparel factory located in Tallinn, Estgroperated by Klementi, a subsidiary of the Comypa
engaged in the manufacturing of “PTA” and “MasteaCdranded women'’s apparel.

* A lingerie factory located in Liepaja, Latvia, optgd by the Company’s subsidiary, Lauma Lingerie;
engaged in the manufacturing of lingerie, mainly thauma” and “Laumelle” brands. Lauma Lingerie is
the largest manufacturer of lingerie in the Badtiates and produced 2.4 million pieces in 2006.

» Alingerie factory situated in Minsk, Belarus, oated by the Company’s subsidiary, Milavitsa; engaige
the manufacturing of lingerie, mainly the “Milavis “Aveline” and “Alisee” brands. Milavitsa is the
largest manufacturer of lingerie in Belarus anddpiced approximately 15 million pieces in 2006.

Multiple production facilities in different counés and a diversified multi-brand retail chain adasatility and
flexibility to the operations of the Group. Synargiare sought through the optimal allocation of ufecturing and
retail capacities between the Group’s entities nodiucts.

History and Development of the Group

The Group is comprised primarily of: (i) the Compamd its subsidiaries before August 2006 (the Erdup); and
(i) Silvano and its subsidiaries, which were acgdiby the Company in August to October 2006 (keeSection
titted “Recent M&A and Capital Markets Activities: Acqudit of the Silvano Groudp. The Group as it stands today
includes various entities with different backgrosrad described below.

The PTA Group and the Company

The history of the Company goes back more than éfsy The predecessor of the Company began itedassi
operations in 1944 as a sewing operation nameda"OSix years later, in 1950, the activities of @satere reformed
and a sewing factory named after V. Klementi (itoB&n: V. Klementi nimeline dmblusvabfjikwas established.
In the beginning of the 1970s the factory was tfi@msed into V. Klementi “sewing manufacturing squdih
Estonian: V. Klementi nimeline Omblustootmiskoorifliand the enterprise moved to its current locatan
Akadeemia tee 33, Tallinn, Estonia. The enterpras#inued its operations throughout the Soviet era.

By the beginning of 1990s the enterprise manufactapproximately 1,000,000 garments per year aruoged
1,600 people. 1992 saw further expansion and thermise was transformed into RAS Klementi, a ‘&stanited
company” (a form of limited liability company anch@ which no longer exists in Estonia). In 1993 RA8menti
was short-listed as a company to be subject tafisation, along with other flagships of the Estonéconomy. By
the end of that year the Estonian Privatisationndgesold a substantial part of RAS Klementi's as$eta Swedish
company, Kurt Kellermann AB. As a result the prditut capacity of RAS Klementi decreased by some .40%

The privatisation process of the Company continthedughout the subsequent years. In March 19941thgoyees
of RAS Klementi established a special purpose VeliitS Klementi Kaubandus) which bought 80% of shares in
RAS Klementi (the A-shares). In October 1995 thofian Privatisation Agency privatised the remajn0% of
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the shares in the Company (the B-shares) throughbéic offering and the state no longer held angrshn the
ownership of the Company, and the Company wasgeanised into a public limited liability compargitsiaselts

1996 saw further restructuring and increases idyetion volume, revenue and profit. AS Klementi gest with AS
Klementi Kaubandus and the Company continued unldername AS Klementi. Subject to the newly-passed
Estonian Commercial Code, the Company was regiiarthe Estonian commercial register on 23 Decerhbe6,
under the current registration number of 1017549 shares in the Company were transformed into type of
shares (A-sharegg. the Shares).

In May 1997 all the Shares in the Company weredisin the Investor List of the newly-establishedifiia Stock
Exchange. At that time the Company’s business iiesvwere focused on three areas: manufacturinmewvs
fashion clothing; manufacturing professional clothiand offering sewing subcontracting service§itmish and
Swedish clients. New investments and a further esipa of the business activities followed in 19%8.new
professional clothing trademark “PROFLINE” was labed, and was transferred to a newly-establishbgidiary,
AS Profline. The Company also established a sulsidin Finland (Klementi Trading Oy) to enhance the
distribution of the Company’s products outside B&o Investments were also made in the renovatiothe
Company’s office building. By 1998 a large propontimore than 48%) of the output of the Company exqmrted
from Estonia with the main export destinations gdtimland, Sweden, Latvia and Lithuania.

In January 1999 a Finnish garment manufacturer,AP.Group Oy (previously a minority shareholder tog
Company), bought an additional 43% of the SharéeerCompany and became the majority owner of thagany.
In the same year the Company developed its ownugtamh retail network (five outlets) in Tallinn. 12000 the
share capital of the Company was increased by EEKnillion up to EEK 35.25 million and convertibleoitds
worth EEK 2 million were issued to P.T.A. Group @y raise new debt and equity capital. In April 20D@
Company decided to divest the professional clothinginess through its sale of AS Profline. 200® alaw the
establishment of a wholly-owned subsidiary in Lahia (Klementi Vilnius UAB) and the expansion oé tretail
network. In addition, the Company built a raw matelogistics centre for receiving fabrics and dlacy materials
and completing customs procedures.

The development of retail outlets gained furthepamance in the sale of own output in the subsegyears. By
2001 19 Klementi retail shops operated in the tiBakic states and 56% of the turnover of the PTdup was
from exports, mainly to Finland, Sweden, Latvia anttiuania.

2002 marked the onset of important changes foPih& Group. In April 2002 the bankruptcy of the malient and
the parent company of the Company, P.T.A. Group V35 declared. The volume of services provided.ToA?
Group Oy in 2001 had been EEK 19.8 million, i.e.82%8 of the Company’s turnover. At the time of trezldration
of bankruptcy P.T.A. Group Oy owned 79.08% of thmmpany’s Shares. The bankruptcy of the parent cagnpa
had some short-term repercussions on the econattiidtias of the Company. In July 2002 the Estonivate
equity firm AS Alta Capital and its co-investorgga@red the shareholding of P.T.A. Group Oy in th@r(any. The
share capital of the Company was increased by EBR64250 to EEK 13,218,750 by way of issuing 448,62w
A-shares. Simultaneously the Company acquired tgbts to the trademarks of P.T.A. Group Oy (“PTA”,
“Avenue”, “MalliMari”, “MasterCoat”, “ClubLine” and"Piretta”) and benefited from the previous parsmtistomer
relationships, which enabled to increase its exporthe Nordic countries significantly.

With the change in the main shareholder of the Gonwipthe business philosophy and strategy alsorumaht a
revision. To implement the new strategy, a new higghly-motivated management team was assemblecttand
Company was reorganized. Since the completion e$ahreforms the business activities of the Comgaawe
consisted of two essentially independent businegments aimed at different markets: (i) the desiganufacturing
and marketing of women'’s apparel; and (ii) subamting sewing services.

In 2003 575,000 new Shares were issued, incredsighare capital of the Company to EEK 18,968ji%fyder to
raise additional capital as well as to increasentmaber of shareholders and improve the liquidftysbares on the
secondary market. In July 2003 the Company purchEéementi Trading AB in Sweden to enhance the whale

of the PTA Group’s products in Sweden. In Augusd2@he Company acquired 100% ownership of the hatvi
retail company SIA Vision. In Lithuania co-operatiwith a leading retail company Apranga was ingihtFor that
reason, the Company’'s own shops in Lithuania wedosed and the Company resolved to liquidate its own
Lithuanian subsidiary.

In 2004 the Company’s activities were focused andbvelopment of the “PTA” trademark. In conjunotiwith
this, the product development activities of the @any were reorganised and the chain of stores,hatrieviously
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operated under the name “Klementi”, was rebrandéalthe “PTA” retail chain. This change was aimédeading
to better procurement prices, reduction of prodigtelopment costs, more optimal planning of inveasoas well
as more efficient usage of the marketing budgestugport one brand. On the other hand, the wholegadgparel
decreased by over 30% in 2004. This was primaelgted to lower sales in the Scandinavian countrigsh in the
Management’s opinion was mostly due to the inappatg positioning of the apparel marketed under“tieA”
brand. At the same time, the subcontracting salesne increased by 26% in 2004.

The development of the “PTA” brand had a positiffect on retail sales in 2005, which increased 5@¥pared to
2004. One new store was opened and by the endaridial year 2005 the Company had a total of 1festdrhe
wholesale of the Company’s apparel production cwetil to decrease in 2005; however, at the end @5,2he
Company started co-operation with the operator Bimmish retail chain Anttila and the Company’s ¢uots have
been being marketed under the “PTA” brand in Fidlaince March 2006. In addition to services prodide
previous years (sewing service, preparation andeptent of products, increase and decrease of pstteuntting
services), in 2005 the Company started to offeristireice of designing patterns to its subcontrgatiastomers, thus
offering full-service sewing. The subcontractinglesavolume decreased by 19.8% as compared to 2004.
Nevertheless, the volume of the full service of cutiracting increased in 2005, as the co-opergpariners
purchased the full service of making apparel irbtfgust purchasing the sewing service. As a teth# total profit
generated from the provision of subcontracting isessincreased by 5% in 2005 compared to 2004.gradual
transition from the provision of basic subcontnagtsewing service to offering full service of apgananufacturing
has continued in 2006.

At the end of 2005 the Company sold its land anitHimgs in a sale and lease-back transaction. Ewerrue from
the sales transaction was approximately EEK 53anillThe Company continues to operate as a lesste isame
premises under a long-term lease agreement.

In May 2006 the Company’s Swedish subsidiary Kletn€rading AB was declared bankrupt. Estonia’s as@en
to the European Union has made trading with othember states considerably easier and the needhdolotal
administration of operations in European countsash as Finland and Sweden ceased to exist. Therefe
activities of the subsidiary had already been ¢ffety terminated as of the second half of 2005.

On 15 August 2006 the change of the Company’s basimame was registered in the commercial regisbernew
name of the Company was PTA Grupp AS. Simultangotist Company went through a division process,raihe
its production activities were separated and temsél to its newly-established 100% subsidiary A&méenti. Two
new subsidiaries were established in 2006 (UAB FPFékyba in Lithuania and TOV PTA Ukraine in Ukrgineoth
with the aim of furthering retail activities in the countries.

During August to October 2006 the Company complétedacquisition of Silvano (se®écent M&A and Capital
Market Activities) and proceeded to integrate the Silvano Grouj wie PTA Group. For a period of time between
the acquisition of the Silvano Group and the caaprestructuring of the Group (see below), the gamy on one
hand served as the ultimate parent company ofither® Group and continued to conduct active openatrelated

to the manufacturing and retail of the “PTA” braddeoducts.

In March 2007 the Company announced a restructyiag to streamline the structure of the Group (<eeneral
Corporate Information and Shargs In the course of the restructuring, all actikesiness operations will be
separated from the Company and given over to ayresthblished subsidiary — PTA2 (PTA Grupp AS), levtihe
Company (under the new name of AS Silvano Fashimu@® will remain a holding company for the ent@eoup.

The Silvano Group

The parent company of the Silvano Group was estaddi on 3 May 2005 under the name AS Silvano Imerst
Group. In March 2006 AS Silvano Investment Grouguired 100% of the shares in Linret and in July@8dvano
acquired approximately 60% of the shares in Mikaviand 100% of the shares in Lauma Lingerie. Inuaug006
the name of AS Silvano Investment Group was chatgéd®b Silvano Fashion Group.

Acquisition of Lauma

100% of all shares in Lauma Lingerie were transftio Silvano on 25 July 2006 by SIA Alta CapitaltRers as a
non-monetary contribution for new shares in Silvémat were issued to SIA Alta Capital Partners.

Acquisition of Milavitsa

68



Silvano acquired a majority ownership stake in Mitsa in a number of steps. The first large shddihg was
acquired in April 2006 when approximately 12.7%adif shares in Milavitsa were purchased by Silvaranf the
European Bank for Reconstruction and Developmehichvpreviously held a strategic stake in Milavitstaving

acquired shares previously held by the Europeark BanReconstruction and Development, Silvano lduguta
tender offer to the shareholders of Milavitsa ppg to acquire all remaining shares in Milavitsattwere in free
circulation. The tender offer was successful anflirther tranche of over 26% of all shares in Mitaai was
acquired. On 25 August 2006 the acquisition of 200all shares in Milavitsa from lluna Group SPA, Halian

company, was completed, thus bringing the totalexsinip stake of Silvano in Milavitsa to over 59.8%.

Of the remaining shares of Milavitsa, the circuatiof approximately 25.8% was restricted at theetiaf the

aforementioned tender offer. Such restriction agaptd 3,164 shares of Milavitsa that belonged ieape individuals

who acquired such shares in the course of the tigataon of Milavitsa. While normally such sharegnoot be

transferred to persons others than the memberseofaimily of the shareholder, they can be subjedhare buy-
backs initiated by Milavitsa and be diluted as suteof new share issues. A significant numberestnicted shares
was acquired by Milavitsa in the course of a shHang-back program completed in the first quarte2007 (see
“Recent M&A and Capital Markets Activities — Incesiag Participation in Milavitsa”).

Acquisition of Linret
Silvano has purchased 100% of all shares of Liinoeh SIA Alta Capital Partners on 1 March 2006.

Lauma Lingerie

The predecessor of Lauma Lingerie - AS Lauma - @gablished in the 1960’s in Liepaja, Latvia. Frb@69, the
enterprise was named “Lauma”. By the end of theD19& auma’s products were popular throughout éngtory of
the Soviet Union, and Lauma started exporting toofe. The state enterprise “Lauma” was privatised 994,
when it was reorganised into a joint stock compasyLauma.

The turn of the century marked significant invegtisein manufacturing and quality. In 2000, largeestments
were made into Textronic knitting machines suitafole producing high class lace garments. In 2008, llauma
obtained the 1SO 14001:1996 environmental standandificate and the 1SO 9001:2000 quality managgmen
certificate. By 2005, AS Lauma was exporting itedarcts to over 20 countries and was one of the sigatficant
enterprises in Latvia with around 1,500 employees.

Throughout the years, AS Lauma has engaged inlbmérie and fabrics businesses. The structure ®fLAuma’s
lingerie sales has undergone some changes in tie@trgears: in 2004, AS Lauma’s sales of lingesidMestern
Europe markets decreased due to discontinuaticales to Neckermann (a German mail order compamy)ttze
drop in sales to Quelle (another German mail oodenpany) and Adler (a retailer based in Germany Anstria)
due to price pressure. At the same time, the Hastarkets remained stable and exhibited slight troim 2005,
there was an increase of revenue from sales towestern and Eastern markets.

In October 2005, AS Lauma decided to separatealisids operations from its lingerie business. Tat #nd, AS
Lauma established two new wholly owned subsidiaridsauma Lingerie (by way of a carve-out of thegéne
activities of AS Lauma), and SIA Lauma Fabrics (gy of a carve-out of the fabrics production atitdd of AS
Lauma). Lauma Lingerie acquired the lingerie operstand related inventory and other non-curresg¢tasirom AS
Lauma on 16 December 2005 and started indepengemations. Simultaneously, 492 employees of thegeliie
operations of AS Lauma were transferred to Launmgéiie. Until November 2006, the administrative agament
of Lauma Lingerie was partially carried out by A@uma on the basis of a relevant service agreerfeoin
November 2006, Lauma Lingerie is a fully autonomensty directed by its management board. AS Lauenaains
a provider of certain services such as IT suppechnical assistance and accounting.

Milavitsa

In 1908, a Frenchman Francois Tournier founded alldmaberdashery factory in Belarus. After the 1®Ru&sian
revolution, the haberdashery factory of Francoiariier was destroyed and the site remained oupefasions until
1925, when the factory’s former employees estabtish cooperative entity producing haberdasher¢99, a state
haberdashery factory named "Beloruska" was builthensite. Having started with buttons and comhs,factory

then switched to sewing garments. Since 1964, #utofy has specialized in lingerie products. In 8,9the

enterprise started to export a part of its outputiie first time.
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In 1991, the factory stepped up its branding eff@md was renamed to “Milavitsa”. This marked ttertsof a
turbulent decade of changes, privatisation, resusgdions and investments. The re-organisation ceaspleted by
registering Milavitsa under its current legal foamd name in 2000, following the acquisition of Mitaa's shares
by foreign investors - lluna Group SPA from Italydathe European Bank for Reconstruction and Deveéop.

Milavitsa was the first Belarussian company to nezehe 1SO 9001 quality standard certificate ir8@9In 2003,
Milavitsa became the largest exporter in Belarud abtained the title “best exporter of the yearo® 2003 to
2005, Milavitsa invested in modernizing its mantfizging line by acquiring a substantial number ofvisg
machines and warehouse equipment, as well as neiwgcequipment. As of the end of 2003, Milavitsadheight
branches (seven retail trade stores and a card@endne subsidiary in Belarus (Gimil), as well agpresentative
office in Moscow. Starting from 2002 to present &fitsa’s sales have been constantly growing at5E8-per
annum.

In 2004-2005, Milavitsa began streamlining its @lattion network. In the course of the process, avitlsa
transferred its wholesale operations in Russidsméwly-established subsidiary STK and its whdéesand retail
activities in Belarus to another newly-establisisetdsidiary - MTCB. In 2004, MTCB took over all ofilslvitsa’s

retail store operations and related assets (eXoefte real estate) from Milavitsa. The Russiabsidiary STK was
established to create a centralized sales orgamizat Russia dealing with Russian customers aradinating all
marketing activities in Russia. STK started safeSlarch 2005. In June 2005, STK acquired a 26%esitaiMTCU

in Ukraine. The stake in MTCU was acquired with pugpose of enhancing the distribution of Milavissgoods in
Ukraine.

Linret

Linret was established in 2005 by SIA Alta CapRalrtners. It serves as the base for the roll-otih@iingerie and
women’s apparel retail network in Russia and ofbk3 markets. To date, Linret has opened 19 “Obliaied five
“PTA” outlets in various Russian cities and hasaddition concluded a further 27 lease agreemerits weirious
shopping malls in Russia in order to secure presrfizefuture “Oblicie” and “PTA” retail outlets.

Splendo Polska

The company was legally formed in June 2006 by whya transformation of Splendo Polska Sp. jawna, a
partnership established by two Polish private iitligls in the end of the nineties. Splendo Polsgerates the
“Splendo Intime” lingerie chain including seven lets.

Milestones

The most important milestones of the developmeth@iGroup are summarized below:

Year Development (PTA Group) Development (Silvano Group)

1908 A small haberdashery factory (the predecessor of
Milavitsa) is established in Minsk

1944 The predecessor of the Company established in &ston

1960’s The predecessor of AS Lauma begins operations in
Liepaja, Latvia

1962 Milavitsa becomes the only sewing enterprise in
Belarus to specialize on the production of lingerie

1991 Re-organisation of the state owned sewing factory
Milavitsa starts

1994 80% of the Company is privatised by its employees State enterprise Lauma is reorganised and a joint
stock company AS Lauma is established

1995 Privatisation of the remaining 20% of the Compasy
completed through a public offering of its shares

1997 The Company is listed on the Investor List of thalifin
Stock Exchange

1998 Finnish subsidiary of the Company (Klementi Tradidyg) is
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established

2000 Lithuanian subsidiary of the Company (UAB Kleme Re-organisation of Milavitsa completed, over 20% of
Vilnius) is established Milvaitsa’s shares acquired by a foreign company
lluna Group SPA and the European Bank for
Reconstruction and Development
2002 Bankruptcy of P.T.A. Group Oy (main client and pdr
company of the Company)
Acquisition of control over the Company by AS AGapital,
initiation of re-organisation process with focus wo
independent business lines — the design, manufiagtand
marketing of women’s apparel, and subcontractingirsg
services
2004 Swedish subsidiary Klementi Trading AB and Latvi Milavitsa transfers its retail operations to sukzsies
subsidiary SIA Vision acquired by the Company STK in Russia and MTCB in Belarus
Cooperation started with a Lithuanian wholesaletrar
Apranga, the activities of the Lithuanian subsigi&tAB
Klementi Vilnius suspended
Development of “PTA” trademark and rebranding o#ich
stores
2005 Land and buildings of the Company disposed of ale and Silvano established in Estonia
lease-back transaction Lauma Lingerie established by way of a carve-out of
Cooperation started with Finnish retail chain Aatti the lingerie activities of AS Lauma
Linret established in Russia
26% of MTCU is acquired by STK
2006 Bankruptcy of Swedish subsidiary Klementi Trading A Acquisition of 100% of Shares of Linret and Lauma
Lithuanian subsidiary UAB PTA Prekyba and Ukraini Lingerie and approximately 60% of Shares of
subsidiary TOV PTA Ukraine established Milavitsa by Silvano
Business name of the Company changed to PTA Gr&p /
Manufacturing separated and transferred to a nésidiary
- AS Klementi
Month Developments Following Acquisition of the Silvano &up
10/06  Acquisition of the Silvano Group is completed
11/06  Shares of the Company are listed on the Main [figh® Tallinn Stock Exchange
Acquisition of Splendo Polska is completed by Silva
03/07  Milavitsa completes buy-back of shares
04/07  The Company announces corporate re-organisation pla
05/07  Extraordinary General Meeting of the Company’s shalders approves the restructuring plan

Recent M&A and Capital Markets Activities

Acquisition of the Silvano Group

On 22 August 2006, the Company announced throug #linn Stock Exchange that a share swap agreewsn
concluded on 21 August 2006 between the CompanySAdAlta Capital Partners (“ACP”), under which the
Company was entitled to acquire up to 100% shafrésSaSilvano Fashion Group (“Silvano”) together hvitertain
subsidiaries of the latter. The transaction was enbetween related parties and constituted the sitiqui of a
significant holding within the meaning of the Rulesthe Tallinn Stock Exchange. The subsidiariesSt¥ano
included the leading producer of lingerie in BetaruMilavitsa, the leading producer of lingerielimtvia — Lauma
Lingerie, and a Russian retail company Linret.
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The transaction was approved by the extraordinage@al Meeting on 5 September 2006. In connectibim the
transaction, the extraordinary General Meeting lvesbto increase the share capital of the Companyssuing
36,000,336 new ordinary Shares of the Company.rifing to subscribe to such new Shares was givelugixely to
the shareholders of Silvano.

Completion of the transaction took place on 16 ©et®2006 when 100% of all shares of Silvano weaedferred to

the Company. Information on the completion of thensaction was published by the Company through the
information system of the Tallinn Stock Exchangs.&\result of approximation, 13 new Shares weresunloscribed

to and the Management Board of the Company camtsileh new Shares on 17 October 2006. The incdabe
share capital of the Company was registered irEgtenian commercial register on 26 October 2006a Assult of

the transaction, the Company has acquired 100%lafhares in Silvano and thus became the ultimatesr
company of all companies belonging to the Silvamoup.

Immediately following the completion of the tranBan and with the registration of the issue of tieav Shares in
the Estonian commercial register, the ownershigestaof the existing shareholders of the Companyessmted
approximately 5.1% of the total share capital of ®Bompany. Some 94.9% of all Shares were held by th
shareholders of Silvano who chose to exchange shaires in Silvano for Shares of the Company.

Listing on the Main List of the Tallinn Stock Exchange

Prior to the acquisition of the Silvano Group, Ssaof the Company have been listed on the Invessbrof the
Tallinn Stock Exchange. In connection with the asijion of the Silvano Group, the Company has aggpfor and
was successful in listing of all its Shares (indhgdthe new Shares issued to the former sharermbfeBilvano) on
the Main List of the Tallinn Stock Exchange. All&hs of the Company were admitted to trading orMthin List
of the Tallinn Stock Exchange from 17 November 2006

Acquisition of Splendo Polska

On 15 November 2006, Silvano has concluded a ghamehase agreement for the acquisition of a 10G#esin
Splendo Polska, a Polish operator of a lingeriailrehain. 10% of the acquired holding was soldvimd to a local
co-operation partner of Silvano. At the moment ofjsition, Splendo Polska operated seven lingshi@ps in
Poland (of which three were in Warsaw and one icheaf Krakow, Poznan, Gdansk and Bydgoszcz). Splend
Polska lingerie outlets sell quality lingerie frararious suppliers.

The rebranding of the Splendo Polska retail outletsOblicie” trademark may be carried out but haxt been
finally determined yet. Following the acquisitiof $plendo Polska by Silvano, Splendo Polska outsets the
output of Silvano’s other subsidiaries (such asaMisa and Lauma Lingerie) in addition to the prddusold by
such outlets before the acquisition. For the tiramdp, Splendo Polska will remain a separate urthiwithe Group,
with the more specific strategy for its developmtenbe defined in the third quarter of 2007.

The acquisition of Splendo Polska does not coristidun acquisition of a significant holding withimetmeaning of
the Rules of the Tallinn Stock Exchange nor a $icamit gross change within the meaning of the Rrolps
Regulation.

Increasing Participation in Milavitsa

In the period since the date of the TSE Prospe8ilisno has carried out a buy-out offer to minoshareholders of
Milavitsa, which lasted from 15 November until 18d@mber 2006. In the course of the offer, agreesrteante been
concluded for the purchase of 331 shares of M#avitom minority shareholders. The purchased staamesinted to
approximately 2.7% of the share capital of Mila@it#As a result of the completion of the takeoveat tm the
shareholders of Milavitsa, Silvano’s stake in Mita& increased to some 62.5%. The approximate a@oshe
takeover bid for Silvano was EUR 0.2 million.

In the beginning of 2007, Milavitsa has completedhare buy-back programme aimed at minority shadehs
during which a total of 2,353 shares of Milavitsavé been purchased for a price of ca 432 EUR paresh
amounting to some 19.1% of Milavitsa’'s share cépithe shares purchased by Milavitsa back frorsligreholders
were cancelled pursuant to a decision of the génggating of shareholders of Milavitsa dated 23 &¢ha2007 and
deleted as from 17 May 2007.

As a result of the aforementioned transactionsQbmpany’s wholly-owned subsidiary Silvano now so#d78.3%
holding in Milavitsa (7,704 shares). As a result tbe restructuring of the Group (see “General Crafo
Information and Shares”), such holding will be sfared to the Company.
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Sales and Distribution

“PTA” Brand

“PTA” branded products are marketed through theu@i® own retail chain (including outlets operated BTA
Grupp AS through its subsidiaries and those opeéraie Linret), as well as through third party whaless.
Currently, there are a total of 19 PTA shops witltal area of 4,191 fmof which five shops with the total area of
998 nf are operated by Linret.

The PTA retail chain in Russia is operated excklgiy Linret, which also manages the PTA Russiastamer
loyalty programme. In addition, one 10G siore is operated in Latvia together with Laumagkire in Liepaja
(selling both “PTA” and Lauma Lingerie’s brandeagucts).

At the date of this Prospectus, the PTA Groupfitspérates a total of 14 retail outlets (8 in E&toffour in Latvia
and two in Lithuania) with the total area of 3,183 of which three were opened in 2007 (two in Lithiasand one
in Latvia). All other outlets (i.e. all outlets aped in Russia) are operated by Linret.

In financial year 2006, close to 71% of all sal€SRTA” branded goods were made through “PTA” braddetalil
outlets (both those operated by the PTA Group hade operated by Linret). The remaining 30% of “Pbfanded
goods were sold to wholesale partners primarilfEgtonia (the biggest Estonian partner is Tallinreutamaja),
Lithuania (Apranga) and Finland (Anttila). As aeuwholesale partners submit their orders on sebgoseason
basis.

The table below presents the top three buyers éf Bfioup’s own production, the value of their pursés and their
share in PTA Group’s sales revenue in 2006. Theesbhother customers in the revenue of the PTAUBIs
relatively insignificant.

Sales (thousand

L 0 .
Buyer Destination EUR) % of revenue in 2006
Antilla Finland 590.7 8.2
Apranga Lithuania 184.9 2.6
Tallinna Kaubamaja Estonia 144.4 2.0

In terms of sales through own retail channels,itiggortance of Linret is constantly growing, witHesain 2006 at
some EUR 137,000, and sales in the first quart@006# already at some EUR 353,000.

Lingerie Brands

Lauma Lingerie

The majority of Lauma Lingerie’s lingerie sales #methe Russian market. In 2006, the sales to Rossitimate
buyers made up approximately 48.6% of the saletanfma Lingerie’s own products, sales the Baltidesta
amounted to about 15%.

The table below presents the top five buyers ofnhalLingerie’s own production, the value of theirghases and
their share in Lauma Lingerie’s sales revenue 620

Sales (thousand

Buyer Destination EUR) % of revenue in 2006
Mercia Distribution UK 1,727.3 14
Co-Star Enterprises LLC Russia 1,488.5 12
J.F Con GmbH (Adler) Germany 948.1 8
Integral (via Co-Star) Russia 599.7 5
Rockfield Holding (via Co-Star) Russia 531.8 4

Out of the total sales of some EUR 12.4 millior2D06, it appears from the above that sales todpdive buyers
made up close to 43% (or close to 58% of revenom fsales of own brands, disregarding sewing subactiig
services).

The biggest buyer of Lauma Lingerie’s output is $tar Enterprises LLC (“Co-Star”), which acts as loiesaler
and retailer of lingerie in Russia. Furthermore;®ar also intermediates Lauma Lingerie’s salesth@r Russian
buyers including Linret. Lauma Lingerie and Co-Stave entered into a sales agreement whereby Laurgarie

informs Co-Star of the available models and priaed Co-Star orders Lauma Lingerie’s products inetance
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with the same. Deliveries occur from Lauma Lingerigarehouse in Liepaja on Ex-Works basis and Guo-Bays
for the goods within 60 days from delivery.

The same sales agreement applies with regard és gatbrmediated by Co-Star to other Russian buyevghich
Co-Star supplies Lauma Lingerie goods. The Russiarers who use the services of Co-Star to purchasena
Lingerie’s products pay to Co-Star for the transgtion of goods and for settling customs formaditiSome buyers
pay for the goods directly to Lauma Lingerie, whileme payments pass through Co-Star. The Russigersou
purchasing through Co-Star submit orders direablyLauma Lingerie. Discounts that are provided bwrha
Lingerie are dependent on the volume of orders filearparticular buyer and are determined on thes lzdighe sales
to the entity which is the ultimate buyer of theode and not on the basis of the total revenue Bales to Co-Star.

Deliveries from Latvia are currently organised thgh a third-party agent (Co-Star) primarily due ttoe
cumbersome customs formalities associated with itagfoom the EU to Russia. The current agreemetit ®@b-
Star is valid until 31 December 2007.

Due to the fact that the “Oblicie” retail chain waat yet fully rolled out in 2006, Lauma Lingeriesales to Linret
amounted only to some EUR 263,000 in 2006 (aboubfflhe Lauma Lingerie’s sales). Sales from Laurmayérie
to Linret are carried out with the aid of Co-St8ales to Linret are growing steadily, with salessofme EUR
106,000 in the first quarter of 2007 alone.

In 2006, Lauma Lingerie has implemented a discqoiicy pursuant to which Lauma Lingerie determirnies
discount rate applicable to each buyer individualjce a year on the basis of the buyer's averagatinty
purchases and payment terms. The discount rataslesvto its top buyers are in the range of 18 - 26%

With respect to the Baltic markets, Lauma Lingehi@gs numerous smaller dealers and co-operation grartn
marketing Lauma Lingerie’s products in Estonia, viatand Lithuania. In addition, Lauma Lingerie hago
specialised lingerie shops in Latvia (in Liepajal am Riga) with the total area of some 328 ®ome EUR 282 in
revenue was generated through own retail outle?®@6. There are currently no plans to developegiafised chain
for the Lauma Lingerie’s products in the Balticteta

Milavitsa

The principal target market of Milavitsa’s producsRussia, which represented 62% of the totalssaléMilavitsa
in 2006, with Belarus and Ukraine following with.2% and 7.5% respectively. Historically, Milavitsgiroducts in
these countries were distributed primarily throlfjlavitsa’s general distributors, who are subsiigisior associated
companies of Milavitsa. Additionally, Milavitsa dealirectly with several Belarussian departmentestoln other
countries, Milavitsa’s products are sold througlaldes and distributors, as well as through cataeguately, the
tendency is towards the increase of sales througli@blicie” network operated by Linret, with goosisid by STK
to Linret and realised by the latter amounting tdRE0.15 million in 2006 and to EUR 0.29 million the first
guarter of 2007 alone.

The table below presents the top three buyers ¢dvisa and their share in the total lingerie saléMilavitsa
during 2006. The share of all other individual gaasers in the structure of Milavitsa’s sales isgigificant:

Buyer Destination Sales (thousand EUR) % of total revenum 2006

STK Russia 33,676 62.0
MTCB Belarus 8,181 15.1
MTCU Ukraine 4,091 7.5

As a rule, Milavitsa ships lingerie from the cehtr@rehouse of Milavitsa in Minsk on Ex-Works bagi®ods are
collected and transported by the buyer), exceptiédiveries to STK in Moscow, in the case of whidlavitsa itself
arranges the transportation of goods with the béfpsubcontractor.

Milavitsa implements a discount policy on its saleslong-term partners in order to assist theinitedctivities.
Compared to smaller distributors and dealers, migseounts (17%) are granted to STK and MTCU \liign aim to
partially cover marketing expenses of the saménemptomotion of Milavitsa’s brand. In addition, sfz discount is
offered as an incentive for clients working on @gpent basis.

As a rule, Milavitsa’s general distributors suchS3K and MTCB use standard agreements with thadtetpartners.
Normally, such agreements are concluded for one. \Rayment terms vary from 20 to 60 days, some fisuye
(usually new buyers) operate on prepayment bagist Made partners of Milavitsa are long-term pendrwith high
reliability and significant ties to Milavitsa.
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Sales in the Russian Federatid®ales of Milavitsa’s lingerie to the Russian nedrlire carried out through STK,
representing 62% of Milavitsa's lingerie sales mawe in 2006. STK is a 100% subsidiary of Milaviesad it
conducts all Milavitsa’s distribution activities Russia, including sales to Linret. STK sells tl®dps purchased
from Milavitsa forward to various retailers inclugi Linret, the operator of the “Oblicie” retail ma&trk and to ZAO
Torgovij Dom Milavitsa, a Moscow-based lingerieaitgr with 27 retail outlets (total space over D86), in which
Milavitsa currently holds a 25% ownership stakehégtmajor buyers include OOO Torgovij Dom Milavif§a(a
Novosibirsk-based retailer in which Milavitsa alsalds a 25% ownership stake) and various thirdggrMilavitsa
intends to continue conducting sales through ST#eénobservable future.

Sales in BelarusThe Milavitsa’'s retail chain in Belarus is opedtby MTCB, which is a 51% subsidiary of
Milavitsa. Milavitsa transferred all its retail &ts to MTCB in 2004 with the exception of real &stavhich MTCB
leases from Milavitsa. The remaining 49% of sharieMITCB are held by a French company France Stifgérie
SARL, which is Milavitsa’s co-operation partner kvitespect to the brand “Alisee” and in the develepthof the
retail chain in Belarus. Milavitsa deals directlitmBelarussian wholesale partners such as cdegjer department
stores.

Sales in Ukraineln June 2005, STK acquired a 26% ownership stak®ITiCU (a Ukrainian distributor). The
remaining shareholders are Fashion Management Gtdkin64%) and Classicom Ltd, a company owned kg th
management of MTCU (10%). A stake in MTCU was aapliwith the purpose of enhancing the distributidn
Milavitsa’s goods in Ukraine.

Brand licensing In addition to the distribution through subsidkarand affiliates, Milavitsa licenses its brandato
notable number of retail stores in the CIS andvelese (in total, approximately 105 outlets inclgli7 in
Moscow). The company is currently reviewing itselising policies and intends to reorganise relatipsswith
licensees in the near future.

Sewing Subcontracting

The Group’s revenue from sewing subcontractingisesvand other activities not related to apparel lamgerie
amounted to EUR 2.6 million in 2006, representifif & the Group’s total revenue in 2006 based orluhaudited
Pro Foma Financial Information. Sewing subcontratservices represented 15.7% of the revenue oPihk
Group, 25.3% of the revenue of Lauma Lingerie aB8dof the revenue of Milavitsa.

It must be noted that sewing subcontracting sesvar@ providednter alia within the Group, in particular from
Milavitsa to Lauma Lingerie (Milavitsa produces sorfLauma” branded lingerie). Lauma Lingerie delwveaw

materials to Milavitsa, who sews lingerie produmtsler the Lauma brand. Lauma Lingerie arrangegaps for the
transportation of raw materials to Milavitsa as Ived for the transportation of readymade goods liadkatvia.

Services of Milavitsa are charged to Lauma Lingenea by-minute basis and on arm’s length conditidine share
of sewing subcontracting services in Milavitsa'tesds nevertheless marginal. Milavitsa does novidie sewing
subcontracting services to any other partners ditiad to Lauma Lingerie.

In 2006, Lauma Lingerie (which currently accourdsthe main bulk of the subcontracting servicessjoled by the
Group) provided subcontracting services to fouioperation partners from the Great Britain (Lord \i¢isale Co,
TK Maxx, Mercia Distribution Ltd and Enmar Ltd) féhe total amount of approximately EUR 1.8 milliamhich

made up about 14.4% of the total sales of Laumgedtrie. The majority (over 97%) of the subcontragtaervices
were provided by Lauma Lingerie to Mercia Distribuat Ltd. The agreement with the latter provides thauma
Lingerie delivers ready-made products to Derby,aGBritain, according to delivery terms DDU Derffhe client
pays 50% of the invoice amount within 30 days fritve day of receiving the goods and 50% of the amuaithin

60 days. The minimal order batch is 1,000 piecesamh model and 500 pieces of each colour. Thezagmet is
valid until 31 December 2007.

Linret

Linret is operating a multi-brand store chain unidher brand name “Oblicie” as well as a chain of AP Etores. The
“Oblicie” retail chain is targeted to consumersnaifidle and upper middle income level. Comparedoimmetitors,
“Oblicie” stores sells a bigger portion of classallections. At the same time, the average cheqoessn “Oblicie”
stores are expected to remain 15 - 20% lower thaoinpeting retail chains in the target segment.

Currently, “Oblicie” stores sell four brands — “Militsa”, “Alisee”, “Lauma”, and “Laumelle”, as welhs
complementary products of different brands (niglatsydosiery, etc.). Further development of theilretzin will
entail further extension of its brand portfolio.
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In 2006, almost 92% of all products sold in “Ol#itstores comprised trademarks of Milvaitsa (67%otél sales)
and Lauma Lingerie (25% of total sales). In thetfguarter of 2007, this proportion remain largisly same (with
Milavitsa amounting to 62% of all sales and Launiagerie amounting to 29% of all sales)

“Oblicie” shops are furbished in accordance withurdform design and they are virtually identical terms of
product range, thus laying down the basis for breswbgnition as more stores are opened. The intelesign
concept represented by a combination of advaneeshfing materials and textile drapery has beenldped by a
British design studio Project-X Design.

Linret also operates a chain of “PTA” shops in Raugshich in the future will be extended to othéESC@ountries).

Product Development and Marketing

PTA Brand

The clothes marketed under the “PTA” brand aregiesl primarily to meet the demands of modern womehe
age of 30 to 50. The “PTA” branded clothes aredtag to offer tailored fine-quality business weambined with
casual clothing items to achieve a relaxed lookbiggsiness. To meet the expectation of its custgntiees“PTA”
brand offers fashionable and comfortable clothesratattractive combination of the best Nordic dgyahnd
reasonable price.

In order to be able to remain competitive, effate constantly being made to provide better sesvicecustomers
and to expand the clientele. In the first half 808, the Company launched a loyal customer prognaastonia, and
Latvia which attracted nearly 27 thousand custonbgréhe end of the first quarter of 2007 (and cleze3,200

customers in Russia). In addition to its poterfialincreasing the loyalty of customers, the logastomer program
is also an effective direct marketing channel athoha for measuring the effectiveness of marketiagnpaigns.
Within the framework of the program, loyal custonsards were launched. The card gives customersowmimothe

card a 5% discount from all purchased items andlesahem to benefit from a number of special sfféroyal

customers receive “PTA” monthly newsletters contajrinformation about new collections, campaignd apecial

offers.

Lingerie Brands

Lauma Lingerie

Lauma Lingerie’s products have traditionally beearketed under the established trademark “LaumateRtty,
Lauma Lingerie has started developing the new btaadmelle”. The products marketed under the “Latimand
are generally considered to be in the group of upmeEnstream lingerie, its target customers are @min the age
group of 26 - 45. Lauma Lingerie plans to maintais product positioning for the “Lauma” brand.

The brand “Laumelle” is targeted to younger womemnmally below the age of 25 and it has recentlynbee
introduced. By increasing the range of availabledpcts, Lauma Lingerie hopes to capture a biggekehahare in
the relevant lingerie markets in general and iregeiss revenue through broader-based sales. TimeHaof the
“Laumelle” brand proved very successful, with salésLaumelle” amounting to 18% of sales of all lraa Lingerie
brands in 2006. Lauma Lingerie plans to continuestting five to six new lingerie collection perasen targeted
to young customers.

The development of the “Bellita” brand aimed at éwwnarket segments has recently been discontinuedadlow
interest from customers.

In 2006, Lauma Lingerie also started developing hew brands — “Lauma Aqua” and “Laumelle Aqua” tdez the
swimwear market where it was not active before 20062007, Lauma Lingerie will be offering threefdrent
swimwear collections under these brand names.

As a rule, Lauma Lingerie’s collections are develbn two seasons per year — the spring/summegatimhs and
the autumn/winter collections. On aggregate, Lalingerie is aiming to develop ten to fifteen cotieas per each
season. Since 2006, Lauma Lingerie’'s new collestame designed and constructed by a French dedigiteleroy
with whom an exclusive co-operation agreement legs Isigned until the end of 2007.

Lauma Lingerie’s products are advertised primatiigough fashion, beauty and lifestyle magazinesvel$ as at
fashion shows. Posters are displayed in shops.

Milavitsa
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Milavitsa develops and introduces over 300 new§§est products every year (the average developmee of new
products is ten to eighteen months). With the irmaletation of the Group’s strategy aimed at creagingrtically
integrated business, Milavitsa is seeking to captubroad-based clientele with trademarks aimdovar, middle
and higher market segments.

Historically, the majority of Milavitsa’s lingerisales revenue came from the sales of Milavitsassit brands
which include traditional models that do not chasgbstantially from year to year. At the moment|avitsa has a
number of professional designers, constructorstaadnologists working on the development of newdpaots. At

the end of 2005, Milavitsa introduced a new braridveline” — to establish a presence in the lowerket segment
without causing a negative effect on the reputatbithe Milavitsa core brands. Milavitsa also caemges with
French designers in developing the “Alisee” bralickfised from France Style Lingerie SARL and introed in

2004) targeted to the more demanding customerslynanCIS countries, and with Italian designersdevelop

swimwear.

In 2006, the “Milavitsa” branded classic lingerenrained the sales leader amounting to 95% of tia¢ tevenue.
The company expects the share of classic lingedeae to approximately 90% of all sales in 200 wgitowth in
favour of the “Aveline” and “Alisee” brands.

The share of the “Alisee” brand in total salesXpected to remain stable at some 2%, with the asgef sales in
absolute numbers matching that of the total in@eassales. The most significant growth is expedtethe more
affordable brand of “Aveline”. The “Aveline” brarid not sold in specialized lingerie shops and iiseal primarily
at clothing markets and hypermarkets, competing Wblish, Chinese, Korean and Turkish brands. Tite f
deliveries of products marketed under the “Avelibednd were made in April 2006. The launch of thiand was
successful in all Milavitsa’s main target marketsl dhe sales have exceeded initial plans: the sifare “Aveline”
brand in the total sales during the nine month80@f6 since its launch reached 6% of sold units3#%df revenue.
Significant growth in this brand is also expecte@007.

Milavitsa spends about 2% of its sales revenue gaeh (in 2006 - around EUR 1.09 million) on mankgtand
sales promotion. In addition, the distributors dedlers are responsible for marketing Milavitsatsdpicts, whereas
Milavitsa supports and participates in certain ctelé marketing actions. To the highest extent, Wilia is involved
in the marketing of its own products in BelaruseTBelarussian law currently in force limits the detibility of
marketing expenses for tax purposes, with permitteesholds tied to turnover and amounting to slygabove 2%
for companies with turnovers comparable to Mila/is

Milavitsa’s products are advertised primarily irsfison, beauty and lifestyle magazines and on TV, dso in
industry magazines and at fashion shows. In Belamng Ukraine (where the brand is well-known), owotdo
adverting is also used from time to time. In additiposters and displays are provided for in-stiseeby retailers.

Linret

As Linret is active only in the field of retail lely its marketing activities are targeted solelgial-customers. Linret
runs advertisements of its shops at the local lavéhe geographical areas where it has alreadperpéOblicie”
shops. Billboards, radio adverts and other formgifct advertisement may be used from time to thweording to
necessity. Recently, Linret has also introducetlemtcloyalty card system to step up its indiredrketing efforts.
To date, the loyalty programme has attracted ode2@ customers. The loyalty card allows discodatsloyal
customers, the amount of which depends on the wvafiube purchases and may range from 5% to 15%ceSin
recently, the Group aims to include a referenciago‘Oblicie” network €.g.“sold in Oblicie shops”) in most forms
advertising for Lauma Lingerie and Milavitsa protiuc
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Licensing and Compliance

EU, CIS, Russian Federation

With the exception of Belarus (see below), as @&g@mrule no specific licenses are required for@neup entities to
conduct their everyday business as presently caedud.ocal requirements applicable to the conditadnthe

manufacturing and retail premises as well as t@ro#spects of the Group’s business vary, but iregérthe
administrative burden is not considerable. Thetiestiof the Group aim to at all times comply with raaterial

requirements which are in place in the jurisdicsiconcerned, as relevant to their respective bsisése At this time,
there are no pending administrative proceedings ritey have a material adverse effect on the camditif the
Group or its business.

Belarus

General information

In comparison with other jurisdictions where theo@®y currently operates, Belarus stands out in tesfretricter
administrative requirements and heavier adminisdburden. A majority of the requirements imposedprivate
undertakings are of general application with nacieties to a particular industry or field of adties.

The Belorussian entities of the Group (primarilyldtitsa) hold a number of licenses issued in cotimeovith
various activities, including licences to sell dloband tobacco products, provide constructionisesvand project
management services, medical services, servicebenfield of industrial safety, communication sees and
logistics services for passengers and goods. Hialty, Milavitsa supports a certain welfare infrasture for the
benefit of its employees and this requires it tmfrtime to time engage in activities that are ngdlly related to its
main lines of business.

Performance targets

Each year Milavitsa receives certain performanogeta from the Republic of Belarus and local autlesr that need
to be met. These are developed based on the oweratls in the Belarussian economy and distribieidveen
various companies, whether state or privately owrEaese performance targets may concern primahéy t
following key areas: (i) production volume (an iease of production volume may be required comptuetthe
production volume of the previous year), (ii) grassrgin, (iii) caps on domestic price increases daisting
products (e.g. a maximum of 0.6% per month fortegsproducts — while at the same time there areegalations
for pricing of new products).

The inability of a company to fulfil set objectives®uld normally not cause significant adverse cqunseces to the
company. Instead, the management of the relevampany will be required to report on the reasons rfon-
performance. According to Belarussian law, there ao grounds for sanctions based on the failurenget
performance targets unless the company in quesigpartially) owned by the state or is being sdis&id by the
state, neither of which is true for Milavitsa.

Milavitsa has so far been successful in meetingpérdormance targets imposed by the Belarussiamoaties. In
particular, the targets with respect to productiolume in various product classes have in 2006 legeaeded by 7-
8%, with respect to export volumes by 12% and wetpect to salaries by 16%.

“Golden share”

In March 2004, the President of the Republic ofaBad introduced legislation effectively granting tBelarussian
state the right to exercise majority vote in anynpany with current or former state participationibyoducing a
“golden share”. The officially declared purposetbé “golden share” regulation was to ensure therasts and
security of the state, the effective operationh& economy and the protection of the rights okeits of Belarus
through encouraging effective administration of pamies that are based on state-owned assets (imglpdvatised
companies such as Milavitsa).

The “golden share” is a form of state participatinrthe ownership of a company with a single shhet grants a
majority vote in all circumstances. To the besthef Company’s knowledge, the “golden share” righg ko far been
exercised in approximately 16 companies operatinthé Republic of Belarus (of the total of some0D6). Such
companies were mostly operating in business areais Wwere strategically important for the state .(eag oil
refinery), had significant financial problems andém unclear shareholder structure.
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Milavitsa is generally under the supervision of Bearussian Ministry of Light Industry (“Bellegprd) to which
regular contributions must be made based on tum@aentributions are based on the annual turnofdfilavitsa
and may reach some EUR 50,000 per year at curreduption levels. In addition to said contributipMilavitsa
occasionally receives invitations to support certaiganizations on a charitable basis (e.g. th&kdydeam of
Belarus) or participate in governmental visitsdeefgn countries.

Suppliers
PTA Brand

The products marketed under the PTA brand are medipy an internal product development team. Glastsie

products of “PTA” brand (women’s suits and woollerats) are manufactured mainly in Estonia, whike ¢asual
style products are mainly manufactured in China,abso in Turkey and Pakistan, and these are bdongg ready-
mades. During 2006, about 36% of the PTA Grouptsdpcts were manufactured in Estonia, the remai6ufy

were outsourced to various foreign suppliers. @uhe Estonian production, approximately 66% wasufiactured
by the PTA Group itself while 34% of the producticapacity was outsourced to other Estonian sewigrgrises.
The materials used for the products manufactureistonia (primarily fabrics) are delivered mainly Buropean
suppliers. The structure of the supplies is rattegmented; therefore, the Company is not highlyethelent on the
supplies of any specific suppliers.

Lingerie Brands

Lauma Lingerie

Raw materials comprise over 50% of Lauma Lingertdsts of goods sold. The raw materials necessaryhé
production of lingerie are mainly fabrics havingwiag textures, colours and other physical andheisial features.
At the same time, various accessories and habexdaphoducts also constitute relevant inputs fogdirie. Besides
raw material, labour costs constitute another ficarit part of Lauma Lingerie’s costs. Due to thereasing labour
costs in Latvia, Lauma Lingerie is increasinglysmutrcing sewing services to co-operation partrens fcountries
where labour costs are generally lower.

The top five of Lauma Lingerie’s suppliers in thieaihcial year 2006 together with trade volumes a#l as the
share of the respective suppliers in the total begppre presented in the table below:

Supplier Country Type of supplies Volume in 2006 fiousand EUR) %
Lauma Fabrics Latvia Materials 2,863.6 36
Potencier Broderies France Materials 620.1 8
Arta-F Latvia Accessories 437.5 6
Corvett-Spitzen GMBH Germany Materials 184.6 2
Vita Baltic International Lithuania Materials 169.6 2

As follows from the above, SIA Lauma Fabrics is #ey supplier of Lauma Lingerie, while the shareottier
suppliers in the total supplies of Lauma Lingeseonsiderably lower. SIA Lauma Fabrics is a 100#s&liary of
AS Lauma, which in turn is a subsidiary of the Bifial Shareholder.

The co-operation with SIA Lauma Fabrics is advaatas to Lauma Lingerie, in particular in terms oice@
competitiveness and easy delivery conditions, adahrics production facilities of SIA Lauma Falsriend lingerie
production facilities of Lauma Lingerie are curidgnocated in the same building.

Lauma Lingerie concluded the current fabrics pusehagreement with SIA Lauma Fabrics in January 2066
agreement is entered into for an unspecified tditme. prices charged by SIA Lauma Fabrics to Launmgeiie are
based on the arm’s length principle and are equahése charged by SIA Lauma Fabrics to third partFor
instance, prices charged by SIA Lauma Fabrics tonlaalingerie are equal to those charged by SIA Laatmabrics
to Milavitsa, which is the largest customer of Sl&uma Fabrics (and which until 2006 was unrelate8IA Lauma
Fabrics).

Lauma Lingerie does not have long-term contractakdtionships with West-European suppliers. Theipgi and
guantities of such supplies as well as the divisibttansportation costs are set on order basis.

During financial year 2006, Lauma Lingerie outs@aatsome sewing services (in total some 478,00@kgjetom
various co-operation partners. The largest sharthefoutsourced sewing services (over 47%) wasigedvby
Milavitsa. During the second half of 2006, Laumaderie has started co-operation for further outsagrwith two
new co-operation partners — Tin Chun from Hong Kand Aura from Ukraine.
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Milavitsa

Raw materials comprise the key part (over 60%) d&Wtsa’s costs of goods sold. The most importaptit in the
production of Milavitsa’s lingerie is fabrics, cditgting approximately 60% of the total raw matér@sts.
Accessories make up for about 35% of the costsawfmaterials and other materials make up aboutl=#our
costs, including subcontracting services (but ekidg overheads), normally make up not more than D6%he
production costs. The division of labour costsppraximately 15% for cutting and accessories prauar, 82% for
sewing and 3% for packaging. In 2006, sewing sesviwere outsourced from subcontractors to the erfeover
46% of all output of Milavitsa. The structure oétbosts of goods does not change substantially yeanto year.

The top ten of Milavitsa’ suppliers in 2006, thdurae of trade with such suppliers as well as theare of the total
supplies are presented in the table below.

Volume in 2006 (thousand

Supplier Country Type of supplies EUR) %

Lauma Fabrics Latvia Lace, elastic materials, endiery 7,016 33.2
lluna Group Italy Lace, elastic fabric, seamless 588, 17.0
Antineja Belarus Cups, accessories, laminateddabr 1,212 5.7
Arta F Latvia Wires, accessories 1,210 5.7
Sorhat Belarus Accessories 1,060 5.0

As illustrated by the above, the top five suppliefsMilavitsa make up over 66% of its total purchsiof raw
material. Over 50% of the supplies are providedway key suppliers — SIA Lauma Fabrics and llunauproTlhe
loss of such key suppliers, in particular SIA LauRabrics, would have a notable negative effect alawisa’'s
business. Substitutes for these supplies wouldiffieuit to find and Milavitsa’s products would havto be re-
developed based on alternative fabrics and othderiats. Market success of such new products wowld be
guaranteed. Moreover, prices of alternative supphieuld likely be higher, especially in case oéatatives to SIA
Lauma Fabrics’ products. The current agreement dsxtvMilavitsa and SIA Lauma Fabrics is valid utsl March
2008.

During 2006, Milavitsa outsourced a substantialrshaf sewing work to five Belarussian co-operatfmartners
(subcontractors). Milavitsa performs cutting of erals and assembly of material parts in its owailifees, then

sending the parts to subcontractors for sewingsamdequently performing quality control and packgdiy itself.

The number of subcontractors has risen to eiglthéylate of this Prospectus, and the company expecutsource
approx. 57% of its production to Belarussian sulremtors in 2007. In the future, Milavitsa expetdscontinue
growing its production output largely on accounsobcontracting.

The agreements with subcontractors are usuallyleded for one year and these can be prematuretyinated
subject to one month’s notice. The average costngrute does not differ from subcontractor to suttiactor.
Current subcontractors are already working nedr thaximum producing capacity, for which reason avitsa is
constantly working on finding more potential co-ogt@®n partners who could provide sewing servicemeet the
growing demand and increasing quality requirements.

Retail

As the retail outlet chains operated by Linret (li©k” and “PTA” chains) are selling primarily theroducts of
Milavitsa, Lauma Lingerie and the PTA Group, thesenpanies are the main of suppliers of Linret. Mtka’'s

products are supplied to Linret by Milavitsa's sdiery STK. Milavitsa organises the transportatimngoods to
STK and the latter then organises local deliveiiesloscow and Russia in general. Thus, Milavitsalftdoes not
currently have a direct contact with Linret. Beawo$ the customs formalities, the products of Lalimgerie are
bought by Linret in co-operation with Co-Star Eptses LLC, an intermediary. Cooperation with cuosto
intermediary Telma (active in 2006) was recentlycdintinued. The PTA Group supplies goods to Litinedugh

Klementi Trading Oy.

The “Splendo Intime” chain operated by Splendo Kwlisells lingerie by different manufacturers; hoerv
Milavitsa is currently already the top supplierSglendo Polska.
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Intellectual Property

“PTA” and Related Brands

Approximately 2000 new articles of clothing proddaender the trademark “PTA” are developed and ptetewith
copyright every year. In addition to “PTA” traderkaollections mentioned above, women'’s coat cathest under
the trademarks “Master Coat” and “Piretta” and ettions of light clothing marketed under “MalliMatrademark
are designed and produced mainly for marketinfpénScandinavian market.

The PTA Group markets its products mainly underftilewing trademarks registered and protected $tokia —
“REGINA”, “AVANTE”, “PTA”, “AVENUE” and “Piretta”. Registered trade mark “KLEMENTI" has in addition
to the Estonian Register of Trademarks been regidt@ternationally under the Madrid Agreement Goning the
International Registration of Marks and the Protdeelating Thereto and is also protected in thesRusFederation
and Lithuania.

Trademarks “PTA”", “Master Coat”, “MalliMari” and “Penue” previously owned by P.T.A. Group Oy were
acquired by the Company in 2002 following the bapkcy of P.T.A. Group Oy. However, the internatibna
registration procedure of the same is currentlydpen

The Company is currently using the following siggaht registered domain names: “www.pta.ee”,
“www.klementi.ee” and “www.ptafashion.com”. Suchndains are duly registered in the name of the Compan

Lingerie Brands

Milavitsa, being the largest lingerie manufactuvarthe territory of the former Soviet Union, is stantly engaged
in product development. Milavitsa employs numerpusfessional designers, constructors and techricéad is

working in tight co-operation with French and lgali designers, which contribute to the ability ofldvitsa to

introduce over 300 new styles protected with capirevery year.

The output of Milavitsa is mainly sold under thejistered trademarks of “Milavitsa”, “Aveline” andAlisee”.
“Milavitsa” trademark is the main internationallggistered trademark owned and used by Milavitsarfarketing
lingerie and swimwear in all major markets in whitloperates. Among other countries, the traderistilavitsa”
has been registered and is protected also in Bstdhie trademark “Alisee” is currently protectedttie European
Union, Belarus, Russian Federation, Latvia, Lithaablkraine, Turkey and some other countries. “@disbrand is
used for marketing the more exclusive collectiorseloped by Milavitsa. The “Aveline” brand name Heeen
registered as a trademark in 2006 and is used doketing of lower-priced products.

The main trademarks used by Lauma Lingerie are rial “Laumelle” and “Lauma Lingerie”. All the refexd
trademarks have been duly registered and the piarteaf all trademarks has been secured in Latviathermore,
trademark “Lauma Lingerie” is also protected intdgionally in Denmark, Estonia, Finland, Lithuaniorway,
Sweden, UK, Russia, Ukraine and Belarus.

Milavitsa is currently using the following signifiat registered domain names: “www.milavitsa.com”,
“www.milavitsa.by”, “www.milavitsa.eu” and “www.adiee.by”. STK is registered as the user of the domaime
“www.milavitsa.ru”. Lauma Lingerie is the registdreuser of domain names “www.laumalingerie.lv’ and

“www.laumalingerie.com”.
Retail

Linret is the owner of the “Oblicie” trademark usedoperate the retail network for Milavitsa andub@a Lingerie’s
products in Russia. The “Oblicie” trademark is emtty registered in Belarus, Russia, Estonia, FRihja-rance,
Italy, Lithuania, Latvia, Moldova, Poland, SwedermdJkraine. Should the “Oblicie” network be expathde other
countries in the future, the “Oblicie” trademarKIvie registered and used in other counties as well

Other Intellectual Property

None of the Group companies own any patents, yutilibdels or geographical indications, nor hold ee @ny
material proprietary industrial and/or intellectymbperty rights with respect to which they woulavlé not filed a
patent, trademark or other respective applicatiarious types of software programs are used ineheryday
operations of the Group companies, for which lieeagreements are duly in place.
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Real Estate and Leased Premises

The PTA Group

The PTA Group does not own real estate. In 2008,ntlanagement of the PTA Group decided that ownraad) r
estate does not correspond to the long-term syratethe PTA Group and a sales and disposal ok#éme would
provide the PTA Group with a valuable source ofding in order to complete the turnaround of itsibess and
support the reduction of the loan burden.

As a result of the above, the Company sold itserurEstonian office building located at Akadeereia 83, Tallinn,
Estonia (total area of 1,932%na production facility located at Kadaka tee 178llinn, Estonia (total area of 8,937
m?) and a logistics and warehouse building locatedaataka tee 179A, Tallinn, Estonia (total area 828 nf), to
OU Baltek Arendus in December 2005 in a sales aadd-back transaction. The Company leases thesespee
from the purchaser since January 2006. The owrgershthe premises has been further transferred SoTAgi
Keskus in April 2006. This did not, however, afféiee validity of the lease agreement nor its tersing;e the lease
agreement is registered in the Land Register, ffieeteof which is to ensure that each new ownethefreal estate
complies with the terms of the lease agreement.|&dme agreement is concluded for a term of theaesyfrom the
registration of the lease agreement in the LanddRaygi.e. from 9 February 2006. Thus, the leageement is valid
until 9 February 2009. The term can be further mokéel for up to one and half years.

In addition to the above, entities belonging to B¥A Group have entered into a number of leaseeageats with
respect mostly to various retail premises in th#ti&and office premises in Finland, Latvia andhliania. Most
retail premises are located in big shopping centtasa rule, the lease agreements have been cauchvidh the
owners or operators of the shopping centres onsalength basis. At the moment, a total of 15 leggeements are
in place excluding the aforementioned office presis

Lauma Lingerie

Lauma Lingerie does not own real estate, but leabéts premises. By the date of this Prospedtasima Lingerie
has concluded two lease agreements with respag@ttan retail properties. The production, offiaedawarehouse
premises at Ziemelu iela 19, Liepaja, Latvia (theinmoperational site of Lauma Lingerie) with theatcarea of
8,612 nj are leased from AS Lauma. The lease agreemetatits wntil 31 December 2007. The agreement can be
prematurely terminated by both parties subjectitonsonths’ prior notice. The parties have reachettraative
agreement for prolonging the lease contract féeast the next year following the expiry of theremt term.

Milavitsa

Milavitsa owns a total of 11 buildings, which wermstly privatized in the course of the privatizatiof Milavitsa.
The principal item of real estate is Milavitsa’®guction, office and warehouse facilities in Mingith the total area
of approximately 20,000 mIn addition to that, Milavitsa owns nine retailttets in Belarus with the total area
(retail and warehouse space) of some 4,26@md a warehouse and administrative building indWiaf some 2,100
m?. The retail outlets are leased to Milavitsa’s Besaian subsidiary MTCB which operates Milavitsaail chain
in Belarus. Following the establishment of MTCB,|&Witsa subleased all its shop premises to MTCBdo®b not
operate its retail outlets itself. Milavitsa leases$urther four retail outlets in Belarus which also subleased to
MTCB which operates the retail outlets there.

The existing two warehouses of Milavitsa in Minsvh a capacity of approximately 1.7 million stockts. In order
to avoid shortages in warehousing capacity, Mikavitis currently looking for opportunities to expaitd
warehousing capacity by leasing or acquiring addél premises.

Milavitsa also manages two dormitory buildings ifnsk which are owned by the Republic of BelaruslaMtsa is
legally responsible for maintaining the building$ie dormitory buildings are mainly occupied by #maployees of
Milavitsa, who bears the ultimate costs of mairtajrthe dormitories. Utilities are compensatedrdyabitants.

Linret

Linret does not own real estate, but leases athjz@s on which “PTA” and “Oblicie” retail outletseaor will be
operated. Linret's office premises are presentbated at Oruzheinyi pereulok 15a, Moscow, Russiaret also
leases warehouse premises in Moscow with the @oéa of the leased warehouse space at 56Zme agreement is
concluded for a year, but it is subject to autometitension.
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In addition to the office premises and the warebBopeemises, Linret has to date concluded a totdd2ofease
agreements (or preliminary lease agreements) $oreitail chain premises. The strategy of Linretliegpthat a
considerable number of retail outlets will be opkme Russia over the coming years. Linret has basively
searching for trading premises in new supermarkfitever Russia, many of which have not yet beeanep.
Despite tight competition for suitable trading pis@s in new shopping malls, Linret seeks to corelighse
agreements well in advance to reserve trading anebsst-positioned shopping malls. The above agess have
been concluded as a result of such search.

Splendo Polska

Splendo Polska leases office premises in Pp£6a nf) and seven retail premises in various cities itafd with
the combined area of some 3454 @plendo Polska does not own any real estate.

Non-current assets and Investments

Existing Assets

Manufacturing Entities

The majority of the non-current assets owned bgéahentities of the Group that are engaged in maturfag (i.e.
AS Klementi, Lauma Lingerie and Milavitsa, as wab Gimil, a subsidiary of Milavitsa) are comprisef
manufacturing equipment.

The manufacturing of the “PTA” branded productse(thusiness of Klementi) does not require expensiass
production lines and is based on small and medizedsequipment with the value of one average sewiaghine
normally not exceeding EUR 2,000. Sewing equipniem@mortized at the rate of 10 - 15% per year. dgoing
investments of Klementi are normally internallydirced.

The non-current assets of Lauma Lingerie includénipasewing equipment. All ongoing investments cfuma
Lingerie are financed internally.

Milavitsa (which is the largest manufacturing entivithin the Group) invests significant amountsointhe
acquisition of new equipment (primarily sewing miaeis) on an ongoing basis. Finance leases aretadethnce
the acquisitions of sewing machines. Milavitsa ésasut some of the older sewing machines to thelisup of
sewing outsourcing services. Sewing equipmentasdd to a large extent from three major suppliBu&l GmbH
(Middle Europe), Austria, Elite HardWare Europe LUTSA and Cera France. Terms of lease may reachdsths
and the interest rate is approximately 10 - 12%nifinancial year ended 31 December 2005, machined,
equipment are depreciated over a period of fiveetoyears. In the past, however, machinery andpeggnt was
depreciated over a period of ten to twenty years.

Retail Entities

With respect to entities of the Group engaged tailréprimarily Linret and Splendo Polska), the bof non-current
assets are comprised of the retail outlet interiNbis other material investments were made by thel rentities in
the period covered by the historical financial ifiation.

Recent Significant Investments

Due to the nature of the business of the Group¢amsiderable one-off investments were made ovempéred
covered by the historical financial information. g@mg replacements of sewing equipment and othewufaaturing
facilities amount for the majority of the Grouptsvestments, with the recent growth of investmenteetail outlet
interiors in connection with the expansion of thtail chains operated by Linret.

Investment Commitments

At the date of this Prospectus, none of the congsabielonging to the PTA Group are parties to anjerizd
investment commitments which are binding on suahpgamies. However, Linret has concluded 27 leaseemgents
for premises where retail outlets have not beemegperesulting in a necessity to invest approxifgaftJR 1.9
million, most of which will be invested in 2007

Environmental Issues

The Management is not aware of any environmergakis that may affect the utilization of the nonrent assets by
any Group companies. The largest manufacturingtyentililavitsa, has implemented an 1SO compliant

83



environmental management system, which was audité&bvember 2005 and found to be in accordance thi¢h
ISO 14001:2000 standard.

Encumbrances

All movable assets of the Company as a corporatty dwith the exception of certain assets thatrzarbe subject
to commercial pledge, such as motor vehicles amrotegistered movables, if any) are encumbereti wit
commercial pledge in the amount of EEK 29 milli&@UR 1.85 million) in favour of AS Hansapank whiakcares

certain credit agreements concluded between AS apamk and the Company — please see “Capitalisatiah
Indebtedness” for more details. A commercial pledgder the Estonian law is a universal floatingrgeawhich

entitles the pledgor to seek satisfaction agaithsbanmercial property of the pledgee. No otheremat non-current
assets of any Group company are leased or pledgedllateral to any party.

Employment
The PTA Group

The majority of employees of the PTA Group are geghain manufacturing in the facilities of Klemerietail
operations of the PTA Group have so far not haijeifscant effect on the total number of employedéshe PTA
Group. The numbers of employees in the PTA Grougheatend of financial years ended 31 December 22045
and 2006 are set forth in the table below:

Number of employees, period-end 2004 2005 2006
Employees in the PTA Group 448 414 347
The Company 430 393 8b
AS Klementi n/a n/a 243
Klementi Trading Oy 1 2 0
Klementi Trading AB 4 0 0
SIA Vision 13 19 22
UAB PTA Prekyba n/a n/a 2
TOV PTA Ukraine n/a n/a 0

D Including 42 in retail of the “PTA” concept and BBadministration of the same, which will all barisferred to PTA2 in the course
of the corporate re-organisation of the Group.

Considering that Shares in the Company are frealjable on the Tallinn Stock Exchange, a numbemgbloyees
of the Company may from time to time hold Sharethin Company. The Company does not have any staténo
programs for its employees.

SIA Alta Capital Partners, an affiliate of the Rijpal Shareholder, has provided to certain memioérshe
Company’s management options to acquire Shares $idmAlta Capital Partners. The liability under buaptions
was later transferred to the Principal Shareholdée aforementioned options are expected to béedettithin
financial year 2007 and are not expected to hayeeffact on the financial results of the Companthia future.

A collective agreement is concluded in Klementi ethprovides for certain benefits that are madelalts to the
employees of Klementi, while at the same time &g certain obligations of the employees. Thdective
agreement does not have a significant effect orrdbalts of operations of Klementi or the Compang & valid
until 31 December 2007.

The Silvano Group

Silvano is a holding company and had two employees asloMarch 2007. The employees of Silvano will be
transferred to the Company in connection with teding merger of Silvano and the Company.

Lauma Lingerieand_Milavitsaare engaged in production activities and there@amploy considerable amounts of
personnel in their manufacturing facilities in L&gp and Minsk. The decrease in the number of eregloyof
Milavitsa in 2005 compared to 2004 is partiallyriatitable to the foundation of a subsidiary, wh@@ua number
of employees were transferred to such subsidiaryce&ain potential is seen by Milavitsa for redugcisalary
expenses by decreasing the volume of manufactaegations in Minsk and outsourcing such operattonsther
regions of Belarus with lower labour costs. Theuibn of Minsk workforce will be gradual and maimarried out
in a natural manner as current employees woulderatid be replaced by new employees. Such gradeetase in
the number of people employed by Milavitsa is emtdigom the table below. Notably, employee rotatrate in

84



Milavitsa is virtually non-existent due to the alance of qualified sewing workforce on the Belaiarsdabour
market.

Linret currently employs five to six people on averaggeassonnel for each retail outlet under its operatplus
administrative personnel. Splendo operates smsitleps of approximately 50%rand employs an average of three
persons per shop.

The total number of employees at the end of thimgdor each financial year 2004, 2005 and 200@&els as for the
interim period ended 31 March 2007 is set fortthmtable below:

Number of employees, period-end 200¢ 2005 2006 31 March 2007

Lauma Lingerie n/d 484 497 463

Milavitsa (excluding subsidiaries) 2,11z 2,034 1,974 1,968

Linret n/e n/e 99 137

Splendo n/d n/d 24 23
1) Before 2005, Lauma Lingerie existed as a par@®fLauma (see Operations of the Group — History Bevelopment of the
Group”)

2) Linret was established in 2006
3) A further 259 employees were working in the &ibsies of Milavitsa as of 31 March 2007
4) Precise data prior to the re-organisation oéSgb Polska in 2006 is not available

The employment regulations in Latvia, Russia anthfbare fairly liberal and there are no significkeyislative
factors affecting the employment and remuneratiolicigs of Lauma Lingerie, Linret and Splendo. Iel&us, on
the other hand, there are strict regulations we§pect to the remuneration of employees. The Btgieses ratios
that are applied to determine salaries for eactsadd employee, where a base salary is multipliecebpective ratio
reflecting the seniority of an employee to arrivetee final salary. Being a company with a foregjrareholding,
Milavitsa is permitted to establish its own baskusa The ratios, however, remain in place, thdsatively limiting
the amount of compensation payable to the top n@magt. Certain additional payments may be madenfiayees
and management to introduce further diversificatibealaries.

The salary levels in Milavitsa are generally cotesis with the state of the local employment marked appear in
the upper end of the range for the particular typemployment. Compared with the average salargiplayby the
PTA Group companies in Estonia and by Lauma Limgéri Latvia, the salary levels in Milavitsa areatalely
lower, though comparable (the average salary oCitvapany in 2006 was approximately EUR 450 andatlegage
salary of Milavitsa in 2006 was approximately EUROR The relatively low labour costs combined witigh
quality of manufacturing make Milavitsa an ideatfbrm for conducting sewing operations. Over 2(Ralbshares
of Milavitsa are held by its current or former eoyses, which is the result of the privatisatiothaf company.

Legal and Arbitration Proceedings

Neither the Company nor any of its subsidiariesehduring the 12 months preceding the date of thispectus
been or are currently involved in any material gomaental, legal or arbitral proceedings or matetiaputes which
may have or have had a material adverse effecheim business, results of operations or financa@idition or
profitability. The Company is not aware of any faor circumstances that could reasonably be expeotead to
any material claims being made against the Grougpemies in the foreseeable future.

Notwithstanding the above, the Company has subdnételaim against its subsidiary Klementi Trading i the
amount of approximately EUR 281,000 in the banleygiroceedings of the latter. The satisfactionhat laim to
any material extent is, however, unlikely as Kleth&mnading AB has total obligations far exceeditgassets. The
claim in question is accounted for as uncollectidohel bankruptcy proceedings are pending. In theseoaf the
proceedings, the trustee in bankruptcy has predemtelaim against the Company for a reversal ofagelintra-
group transactions made prior to the bankruptcilementi Trading AB. The Company does not acknogtethis
claim and is evaluating its position to determintgether or not legal proceedings need to be indiaide potential
liability of the Company from the aforementionedqlite is not expected to exceed some EUR 33,000.
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Related Party Transactions

The PTA Group

Historically, the PTA Group companies have enténtal a number of transactions with related partigdsich to the
best of the Company’s knowledge were all conclugie@rm’s length basis. The Management believefollmving
recent or ongoing transactions to be relevant:

In 2006, goods have been purchased from OU GC &aghi shareholder of OU GC Fashion is a membehef t
Management Board of the Company Peeter Larin)értdbal amount of approximately EUR 39,000 (firsaiger of
2007: approximately EUR 12,700);

Services in minor amounts were purchased in theespariod from FIE Marianne Paas (a member of the
Management Board of the Company). In 2006, senvicesinor amounts were also purchased from OU Maron
Holding (a company related to a former member ef@ouncil of the Company Toomas Leis).

Other than the above, the PTA Group companies haveoncluded any material agreements or entertedainy
material transactions with related parties. Nonemal transactions with related parties may be redténto from
time to time; in such case the arm’s length prilecip observed. The transactions with related gsrdio not form
any notable percentage of the turnover of the PTrAu@. No significant transactions with related fesrtare
outstanding with respect to any of the PTA Groumpanies.

The Silvano Group
Silvano

During 2006, Silvano provided a short term loanSié\ Alta Capital Partners in the amount of some ERIR
million, which was repaid in the same year.

Lauma Lingerie

Lauma Lingerie engages in certain transactions vétated parties on an ongoing basis. The followiacent or
ongoing transactions are believed to be relevant:

The factory, office and warehouse premises used.dnyma Lingerie are leased from AS Lauma (the mijori
shareholder of AS Lauma is SIA Alta Capital Parsnevhich is also the majority shareholder of thenpany) and
shared with SIA Lauma Fabrics, which is a subsidiar AS Lauma. AS Lauma also supplies utility seed to
Lauma Lingerie in connection with the aforementibtease. The total amount of rent paid by Laumaéiie to AS
Lauma in the financial year 2006 was approximatellR 24,000. The total of other charges from AS Laum
Lauma Lingerie for 2006 was some EUR 0.5 milliohwdich some EUR 0.29 million was charged forwaod f
utilities and similar services purchased by AS Laumt used by Lauma Lingerie, while the remaininmgant was
divided between management fees, purchasing depatrcnsts, marketing costs and other similar sesvic

SIA Lauma Fabrics is a supplier of materials forsed products to Lauma Lingerie and Milavitsa. Mials are
supplied on arm’s length basis and the volume efrélevant transactions between SIA Lauma FabridsLauma
Lingerie in 2006 was approximately EUR 2.9 millidretween SIA Lauma Fabrics and Milavitsa in the essg®riod
— EUR 7 million. The volume and pricing of transans between SIA Lauma Fabrics and Milavitsa after
addition of Milavitsa to the Silvano Group is catent with the volume and pricing of similar tractsans in the
period when Milavitsa was not a part of the Silv&roup.

Milavitsa

Milavitsa has granted interest-free loans to fouitemployees with maturity dates between 200F 2016. Two
loans are given for general purposes in the amofiapproximately EUR 7,600, and two loans in theoant of
approximately EUR 5.7 thousand and EUR 4.2 thousee@ granted to Mr. Kusonski and Mr. Glybin (exte
personnel of Milavitsa) to cover relocation expenstien taking up a position at Milavitsa.

Linret, Splendo
Linret and Splendo have not entered into any nakietransactions with related parties.
Transactions in the Ordinary Course of Business

Other day-to-day intra-group transactions may fréme to time occur between the Group companiesaAasle,
such transactions are entered into in the ordicanyse of business on arm’s length conditions. Stersactions
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relate primarily to the production and distributiohgoods produced by the manufacturing entitighiwithe Group
and are mostly reflected under Sections entitlegei@tions of the Group — Distribution” and “Opeoas of the
Group — Suppliers” above. In addition to the abam&ra-group financing agreements are in place betwcertain
Group entities (please see Section “Capitalisadiuth Indebtedness” for more information).

87



STRUCTURE OF THE GROUP

Significant Subsidiaries

The significant subsidiaries of the Company, whetbwned directly or through its other subsidiariase the

following:
Entity Abbreviation  Stake Domicile Activities

AS Silvano Fashion Group Silvano 100% Estonia Hgdtompany (in the process of being merged
with the Company)

PTA Grupp AS (under PTA2 100% Estonia Retail and management of the “RirAnd

foundation)

AS Klementi Klementi 100% Estonia Development, pmtbn and marketing of
women’s apparel and accessories

Klementi Trading Oy KT Oy 100% Finland Wholesaledaretail of women’s apparel and
accessories

SIA Vision Vision 100% Latvia Retail of women’s agmel and accessories

UAB PTA Prekyba Prekyba 100% Lithuania Retail antiolesale of women’'s apparel and
accessories

TOV PTA Ukraine PTA Ukraine 100% Ukraine Retail ameholesale of women’s apparel and
accessories

SP ZAO Milavitsa Milavitsa 78.3% Belarus Developmeroduction and marketing of lingerie

AS Lauma Lingerie Lauma 100% Latvia Production, marketing and retail ofjénie

Lingerie

ZAO Linret Linret 100% Russia Retail sale of liniger

ZAO Stolichnaja Torgovaja STK 100% Russia Wholesale of lingerie

Kompanija Milavitsa

SP Gimil 000 Gimil 52% Belarus Production of kniawe

SOOO Torgovaja Kompanija MTCB 51% Belarus Retail and wholesale of lingerie

Milavitsa

Splendo Polska Sp. z 0.0. Splendo 90% Poland Retail of lingerie

Polska

Group Chart

The structural chart of the Group following the guetion of the corporate re-organisation is as shbelow (all
shareholdings 100% except where indicated othejwise

The Company
AS Silvano Fashion Group

(former business name PTA Grupp AS)

Y \ 4 A v e _l_ ______
Milavitsa Lauma Linret Splendo ! PTA2! !
(78.3%) Lingerie Polska (90%) | | |

v v N
Milavitsa AS Klementi PTA2

subsidiarie subsidiarie

1) PTA Group AS (under foundation), a new subsidiary of the Company to whagttidities related to ladies’ apparel will be transéekr
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Brief Description of Group Entities

Significant Subsidiaries

The structure of the Group comprises three maimlymtion companies: Klementi in Estonia, MilavitsaBelarus
and Lauma Lingerie in Latvia. Klementi is engagedproduction of women’'s apparel and accessorieslewh
Milavitsa and Lauma produce lingerie. In additian the above-mentioned production companies, theugsro
includes a number of subsidiaries engaged in waighg, logistics, marketing, retail and wholesafetleir
production in the markets of the CIS, Scandinanid the Baltic states.

AS Klementi (“Klementi”) A public limited company operating under Estonlaw, registration code 11279815,
registered address Akadeemia tee 33, 12618 Talliementi’'s production includes primarily women’'pparel
manufactured under the brandname “PTA". The singdenber of the management board of Klementi is Maiara
Varjun. The council consists of Peeter Larin, Mani@a Paas and Piret Peet.

AS Silvano Fashion Group (“Silvano public limited company operating under Estoniaw, registration code
11127815, registered address Tartu mnt 2, 1014malhe company was established in 2005 undené#ree of
AS Silvano Investment Group. This entity is curhgtite holding company of Milavitsa, Lauma Lingerigénret and
Splendo Polska. It is currently being merged with €Company and will be deleted from the Estoniamm@ercial
Register following the completion of such mergeheTmanagement board of Silvano consists of Dmitry
Ditchkovsky, Dace Markevica, Dmitry Podolinski, §er Kusonski, Remigiusz Pilat, Peeter Larin andrékd
Rahumaa. The members of the council are Andreep@tdaak Raid and Edgars Stelmahers.

Klementi Trading Oy (“KT Oy")A private limited company operating under Finrlislv, registration code 1495589-
5, registered address Mikkolantie 1A-308, 00640ské&l, Finland. The company is engaged in retadl esnolesale
distribution of the PTA Group’s production in theénfish market. The single member of the managereatd of
KT Oy is Toomas Leis. The Company has no coundik Telative importance of this company to the Grbap
fallen considerably as Estonia’s accession to thefean Union made trading with other member statethe
European Union considerably easier and eliminagethin barriers for cross-border activities.

SIA Vision (“Vision”) A private limited company operating under Latviamv, registration code 40003454827,
registered address Lielirbes Street 29, LV-104G&Rigtvia. The company’s main field of businesshis retail of
women’s apparel and accessories, mainly those peadby Klementi, in the Latvian market. The managem
board of Vision consists of a single director: &urka. The member of the council is Toomas Leis.

UAB PTA Prekyba (“Prekyba™A private limited company operating under Lithummilaw, registration code
300590867, registered address Jogailos 9/1, Vilriithuania. The company is engaged in retail saleshe
production of Klementi in the Lithuanian market.eTmanagement board of Prekyba consists of a singlaber,
Linvydas Pilkauskas, and the members of the coameiPeeter Larin, Marianne Paas and Piret Peet.

TOV PTA Ukraine ("PTA Ukraine”A recently-established private limited companyragiag under Ukrainian law,
registration code 34532102, registered addressmiatstreet 37-41, 04053 Kyiv, Ukraine. The comparnly lve
engaged in retail of the production of Klementitire Ukrainian market. The management board of Pkfaide
consists of a single member, Konstantin Maznov ifnary member, attorney with a local law firm Gasko &
Partners), and the members of the council are Peet®, Marianne Paas and Piret Peet.

SP_ZAO Milavitsa (“Milavitsa”) A private limited company founded and operatingdem Belarussian law,
registration code 100055049, registered addrestoambvilenskaja Street 28, Minsk 220053, RepublidBefarus.
Milavitsa is the largest lingerie manufacturer irel&us. Milavitsa-branded products have the highwand

recognition levels in Russia, Belarus and Ukraifiee single member of the management board of Mgdavis

Dmitry Ditchikovski. The council consists of Zinaid/aleha (Chairman), Zanna Tratchum, Sergei Kuspasiton

Sigal, Indrek Rahumaa, Ljudmila Demechkevitch ard¢®Markevica.

AS Lauma Lingerie (“Lauma Lingerie’A public limited company operating under Latviaw| registration code
42103036127, registered address at Ziensdreet 19, Liepaja LV-3417, Latvia. Lauma Lingenias established on
22 October 2005 by a carve-out of the lingerie apens of AS Lauma (seeOperations of the Silvano Group:
History and Development of the Silvano Grodigr more details). Lauma Lingerie is currentlyetkeader in the
region of the Baltic states of the intimate appanelustry. The members of the management boardaafiria
Lingerie are Tatjana Tuzilkina and Linda Matisombe members of the council are Indrek Rahumaa, Ba#k and
Dmitry Ditchkovsky.
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ZAO Linret (“Linret”) A private limited company operating under Rusdam, registration code 1057747595289,
registered address Vjatskaja Street 3, Moscow 12 7RMissia. Linret is a lingerie retail company @piag lingerie
stores under “Oblicie” brand in Russia. The generahager of Linret is Dmitry Podolinski. The Russéxjuivalent
of the council of Linret consists of Dmitry Ditchkeky, Jaak Raid, Edgars Stelmahers, Indrek Rah@mddmitry
Podolinski. By law the company is also requirethdwe an internal audit committee with at least taembers.

ZAO Stolichnaja Torgovaja Kompanija Milavitsa (“STKA private limited company operating under Rusd&am,
registration code 1047796849011, registered addrétskaja Street 3-1, Moscow, Russia. STK was éstadl in
November 2004 with the aim of setting up a cergeali sales organisation dealing with Russian cust®mued
coordinating all marketing activities in Russia.eThingle member of the management board of STKnistry
Podolinski. The members of the council are DmitiycBkovsky, Sergei Kusonski, Natalia Gaiduchenkadrei
Glybin, Remigiusz Pilat and Pavel Daneiko.

SP_Gimil OO0 (“Gimil") A private limited company operating under Belaiaisdaw, registration code 100437052,
registered address at Novovilenskaja Street 28skliBelarus. Gimil's main operations are the mactuféng of
lingerie and knitwear. Gimil produces goods tha aold as supplementary items, mainly in the shemging
Milavitsa’s brands. The single member of the manag@ board of Gimil is Tatjana Sherbatova and tlieneo
council. An Italian co-investor holds 48% of theagh capital.

SOO0OO Torgovaja Kompanija Milavitsa (“MTCB"A private limited company operating under Belaiassaw,
registration code 190555363, registered addredsovuzei Street 36, Minsk, Belarus. MTCB was estdtdd with
the aim of managing wholesale and retail sales dawisa brand products in the Belorusian markehe T
management board of MTCB consists of a single memiiatalia Gaiduchenko. MTCB has no council. A FEten
co-investor holds 49% of the share capital.

Splendo Polska Sp. z 0.0. (“Splendo Polsk&"private limited company operating under Poliakwv| registration
code 300345238, registered address Glogowska Sie2?, Poznan, Poland. Splendo Polska operatésia of
lingerie shops in Poland under the brandname “Sjoldntime”. The management board of MTCB considts o
Remigiusz Pilat and Sergei Kusonski. Splendo Pdtgisano council.

Other Affiliates of Milavitsa

In addition to the subsidiaries of Milavitsa listaove, Milavitsa holds 40% to 51% shareholdingsixntrading
companies. All of such trading companies are dotrnampanies without any current operations. Howefarmal
liquidation procedures have not yet been initisdsdthe administrative process that is involvediguidlation is
currently perceived as exceedingly lengthy and dmajed. In addition to such non-significant sulesitks,
Milavitsa holds 25% to 35% shareholdings in fousazsated Russian companies engaged in trading blyotsuch
shareholdings include a 25% stake in ZAO StolicAmjgovij Dom Milavitsa, which operates 27 retailtiets in
Moscow, Russia, with the total area of some 1,860 m

Share Capital of the Group Entities

Information on the current share capital of theprentities is presented below:

Entity Share Capital Shares Par Value Currency
Silvano 844,880 84,488 10 EEK
Klementi 4,600,000 460,000 10 EEK
KT Oy 8,409.40 50 168.19 EUR
KT AB 100,000 1,000 100 EUR
Vision 107,000 5,350 20 LVL
Prekyba 10,000 100 100 LTL
PTA Ukraine 37,500 1 37,500 UAH
Milavitsa 11,961,844,500 9,833 1,216,500 BYR
Lauma Lingerie 700,000 700,000 1 LVL
Linret 3,000,000 1,000 3,000 RUB
STK 2,700,000 100 27,000 RUB
Gimil 587,963 2 n/a USD
MTCB 50,000 2 n/a USD
Splendo Polska 1,000,000 20,000 50 PLN
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Position in the Group Consolidated by the PrincipalShareholder

The Principal Shareholder of the Company is AltpiGh Partners S.C.A., SICAR (se®wnership Structurefor
more information). In turn, the majority sharehaldé the Principal Shareholder is Investeerimisika®@U (100%
owned by Indrek Rahumaa). The Principal Sharehaklan investment fund which will hold investmeirtsother
companies across various industries and geograpbions. Other subsidiaries of the Principal Shaldgr (current
subsidiaries and those whose transfer from SIA Sigital Partners, also controlled by Investeenmatisik OU, to
the Principal Shareholder is pending) include ASirba, who in turn owns SIA Lauma Fabrics and itsnEhe
subsidiary Desseilles Textiles SAS. The aforemaetio SIA Lauma Fabrics and Desseilles Textiles SAS a
engaged in the production of textiles and deal wittities belonging to the Silvano Group on arraisgth basis (see
more in the Section titteddperations of the Groujp

91



COMPANY MANAGEMENT

Management Bodies

The Company fully complies with the corporate goeeice regime of the Republic of Estonia in whichsit
incorporated. In accordance with Estonian law,dperational management is structured as a twaslistem. The
Management Board is responsible for the day-toitlapagement of the Company’s operations and isbédigo
represent the Company on the basis of the law hadAtticles of Association. The Council of the Cang is
responsible for the strategic planning of the bessnactivities of the Company and supervising dtevities of the
Management Board.

Management Board

The Management Board is responsible for the dajaip-management of the Company’'s operations, the
representation of the Company and the organisaftiéis accounting. The Management Board is accdlat the
Council and must adhere to its lawful instructions.

The Management Board must present an overvieweofCtbmpany’s economic activities and economic Sinatio

the Council at least once every four months andnider the obligation to give immediate notice of amaterial

deterioration in the Company’s economic conditiombany other material circumstances relatedsojterations. If
the Company is insolvent and the insolvency, dughto Company’s financial situation, is not tempgrathe

Management Board must immediately submit a volyritankruptcy petition in respect of the Company.

The Management Board may only enter into transastiwhich lie outside the Company’s ordinary scope o
business with the Council's consent. In particuldme Management Board requires the Council’s cdngen
transactions involving: (i) the acquisition andptisal of participation in other companies; (ii) theguisition and
disposal of enterprises or the cessation of ad&/ibf enterprises; (i) the acquisition, encunmze and disposal of
immovables; (iv) the foundation and liquidation fofeign branch offices; (iv) investments exceeding amount
established in the relevant financial year’s bud@8tthe assumption and provision of loans andatedal; and (vi)
other transactions that may significantly affee talue of the Company.

According to the Articles of Association, the Mapatent Board may comprise from one to seven membéss.
Articles of Association set forth joint represeratrights for Management Board members, wherenalinbers of
the Management Board may represent the Companyjaintly and not severally.

Council

In accordance with the Estonian Commercial Code, @ouncil of the Company is responsible for thatetyic
planning of the Company’s business activities amdsupervising the activities of the Management rBodhe
Council is accountable before the shareholdereefompany (acting through the General Meeting).

According to the Articles of Association, the Coilreonsists of three to five members who are apjeoirby the

General Meeting of shareholders for a period of fpears. The members of the Council elect amonggbkes the
chairman of the Council, who is responsible foramiging the activities of the Council. The Courdithe Company
convenes according to actual necessity, but incasg at least once every three months. An extrzamgdimeeting of
the Council is convened when so demanded by a nmeaftte Council, the Management Board, the auditor
shareholders whose shares represent at least miheetethe share capital of the company. The mgstiof the

Council must be convened with at least ten dayscaand such notice specifying the agenda formtleeting. A

meeting has a quorum when at least one half ohathbers are present and decisions are taken byesimgjority

of all members of the Council.
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Internal Auditor

Under applicable Estonian law the Company is ngtiired to have an audit committee or a remuneratonmittee
and there are no legal norms governing the aa#w/itif such bodies. No such bodies are currentlpiafgd by the
Company.

TSE Corporate Governance Recommendations

The Tallinn Stock Exchange has published Corpo@gernance Recommendations for companies listethen
Tallinn Stock Exchange. The companies listed onTiiinn Stock Exchange are obliged to state whetihey will
follow the recommendations. If they decide notdlbofw certain rules, they have to provide an exatam.

The Company publishes information on the implent@ntaof the Corporate Governance Recommendatiorits in
annual reports published through the informatiostesy of the Tallinn Stock Exchange. In general, Gloenpany
complies with the Corporate Governance Recommenmnkativith such exceptions as may from time to tiree b
disclosed by the Company.

Best Practices in Public Companies 2005

On the basis of the WSE regulations, the WSE edaitte corporate governance code “Best Practicé?ulvlic
Companies 2005". Public companies listed on the \df&Eobliged to state whether they will follow #ed code. If
they decide not to follow certain rules, they h&wvgrovide an explanation.

The Company will publish its statement on the impdatation of the “Best Practices in Public Compar@@05” in
the form of the Current Report. Such Cureent Repdrbe published once the motion for admitiontieé Shares to
the trading on WSE is filed.

Declarations in Respect of Senior Management

To the best of the Company’s knowledge, none optrsons listed under the Sectioiahagement: Management
Board of the Compariyor “Management: Council of the Compdaryelow have been convicted of fraudulent
offences during the past five years, nor were ahysuch persons in the same period associated with a
bankruptcies, receiverships or liquidations in theapacity as members of administrative, managenoent
supervisory bodies, partners with unlimited liglijlifounders or senior managers (other than thescapecifically
indicated below). To the best of the Company’s kieolge, no such persons were subject to any offfmiglic
incriminations and/or sanctions by statutory orutatpry authorities (including designated profesaidodies) nor
have they been disqualified by a court from actisga member of the administrative, management mersgisory
bodies of any company or from acting in the manageror conduct of the affairs of any company fa firevious
five years.

Likewise, with respect to the persons listed belthe, Company is not aware of any conflict of ingéteetween any
of their duties to the Group and their private riests. There are also no family relations betwdwmt For all
persons listed below, the business address is art2, Tallinn, 10145, Estonia, c/o AS Silvanolias Group.

Management Board of the Company

The new Management Board of the Company was apmbioh 6 June 2007 in connection with the re-orgsiois
of the Group. The new Management Board reflectothanisational structure of the Group being dididecording
to various operational segments. The compositich@hew Management Board is illustrated below:
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Dmitry Ditchkovsky
President and Chairman of the
Board
strategy and business model of
the Groun

Sergei Kusonski
CEO
executive managemént

Peeter Larin Dmitri Podolinski Dace Markevica RemigiuszPilat
PTA Concept Lingerie and Retal Financé Splendo Concept

YSupervision of the Management Board members ardtdiesponsibility for production, HR and IT
®Concept management, design, procurement, marketivglopment

“Corporate accounting, investor relations, finanglahning

®Polish retail operations

Dmitry Ditchkovsky Mr. Ditchkovski was born in 1970 and is curren@EO and chairman of the management
board of Milavitsa. Mr. Ditchkovski serves as pdesit of the Company in the combined managementtate of
the Group as described above. Before joining theagament team of Milavitsa, Mr. Ditchkovski was stdent of
the Institute for Privatisation and Management &Ba$). Mr. Ditchkovski holds an MBA degree in frotime
University of New Brunswick, Canada (1998) and alPtlegree in Economics from the Academy of Scierufes
Belarus.

Sergei KusonskMr. Kusonski was born in 1967 and is the chiefoetwe officer of the Group. He supervises the
areas that are entrusted to other members of theafdement Board and is also responsible for prooluctiuman
resources and IT management. Previously Mr. Kusoseskved as the first deputy general director ofaMisa,
responsible for marketing, sales, product develogmpirchasing and logistics. Prior to that Mr. Buski served as
the marketing director for Xerox Poland. Mr. Kuskingraduated from the Belarussian State Universitilational
Economics in 1991 and holds an MBA degree from VianBusiness School in the UK (2000).

Dmitry PodolinskiMr. Podolinski was born in 1972 and is currentig sole member of the management board of
Linret. In the combined management structure ofGheup, Mr. Podolinski serves as a member of they@amy’s
Management Board and his main areas of respongikilil be the development of lingerie conceptsMifavitsa

and Lauma Lingerie, as well as the organisatioretdHil sales. Previous responsibilities of Mr. Plodski involve
acting as the head of sales and marketing in M8avand as the general manager of a BelarussiactFijeint
venture, Merlintour Travel Agency. Mr. Podolinskbltds an EMBA diploma from the Leo Kozimski Acaderofy
Entrepreneurship in Poland.

Dace MarkevicaMs. Markevica was born in 1966 and is currentim@mber of the management board of Silvano.
Ms. Markevica is the chief financial officer of ti&roup and a member of the Management Board o€tdmapany,
being responsible for finance issues, i.e. corgosaicounting, investor relations and finance plagqnDuring the
last five years Ms. Markevica has worked in thafice area for the following companies: Rigas FiniRupnica
SIA, Max Shon SIA and Schenker SIA. In 2004, Msrkéaica graduated from the Riga Technical Univgraitd
was awarded an LL.B degree in Economics. Ms. Madkealso holds a diploma in Engineering of Sewimduistry
from the Riga Technical University (awarded in 1289

Peeter LarinMr. Larin was born in 1971 and has been acting asember of the Company’s Management Board
from December 2005 and as chairman of the ManageBward from March 2006. Mr. Larin joined the Compa
in 2004 as a marketing director and has extensiperence in the apparel industry, having workedggoduct
manager and brand manager in AS Baltika (an Egstdisted company specialised in the design and ywrsah of
clothing) between 1993 and 2004. In addition todmnigagement with the Company, Mr. Larin is alsoasmagement
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board member of OU GC Fashion. Mr. Larin gradudtedh the Tallinn University of Technology (Diplonia
Business Administration 1994; MSc degree in Businsdministration 2003).

Remigiusz PilaMr. Pilat was born in 1958. From 1998 to 2000 hwrked as a managing director of Linea Intima
publishing house, publishing a leading industry azge, and was responsible for the developmenheflLinea
Intema Network in Eastern Europe and Russia. Fro602o 2006 Mr. Pilat served as managing direcfdR&K
Media Press Sp. z 0.0., a company responsiblénéootganisation of lingerie fairs and a strategicsultancy in the
field of lingerie in Poland. Mr. Pilat is also pigant of the Polish Chamber of Commerce Retail kg & Hosiery.
His other experience includes serving as a direatokuhan, an international retail group, respolesior Eastern
Europe. Since 2006 he has served as managingaticplendo Polska. Mr. Pilat holds a joint Mastdegree in
Economics from the Ecole de Commerce Paris, SterGahd SGPIS (Szkota Gtowna Planowania i Statysgyki
leading Polish business school) (1983), as wedl BR. D in Finance from the University of Paris§4p

The authorities of all members of the ManagemerrBare valid until 6 June 2010.

Council of the Company

Currently (based on the decision of the Extraondir@aeneral Meeting of shareholders dated 31 May7p0the
Council of the Company consists of the followingmiers:

Indrek Rahumaar. Rahumaa was born in 1972. In 1995 Mr. Rahugraaluated from the Stockholm School of
Economics, majoring in finance. Mr. Rahumaa hasnbebairman of the Council of the Company since
1 August 2002. In addition to serving on the Coln€ithe Company, Mr. Rahumaa is the managing paramd
chairman of the board of SIA Alta Capital Partn@ssvw.altacapital.ey Mr. Rahumaa is also a member of the
management board of Latvian companies AS LaumaStAdLauma Fabrics and a member of the council of AS
Alta Property & Construction. Mr. Rahumaa was aniting member and a partner of Baltic Cresco Inveatm
Group AS. In the past he was also a member of thmails of AS Cresco, Cresco Vaartpaberite AS, OU C
Computer, AS Aktivist Network, AS Equitygate, ASdErGroup, AS Norbert and AS Teede REV-2 and AS
XXL.EE. He currently serves as a member of the manmeent boards of AS Farland Trade Group, AS Finare
Systems, OU Zenith Estate, OU Alta Holding, OU Isteerimisvabrik and OU Alta Investments |. He isx@mber

of the councils of AS Vicron Investment Group, Alfsviation OU, AS Hea 5, AS Vene Posti Operaator,
Legendijuhtimise AS, Privador AS, Bryum Estonia A®a Capital AS and 2R Investments AS.

Jaak RaidMIr. Raid was born in 1976 and has been a memb#reo€ouncil of the Company since 31 May 2007.
Mr. Raid currently serves as a member of the cdwfid\S Alta Property & Construction, AS Farlandatie Group,
AS Vicron Investment Group and as a member of ta@agement board of Punnpaap OU. In the past Md Rai
served as a member of the management board of ®upGtolding OU. Mr. Raid holds an MBA from the Esian
Business School (International Business Adminigtrat He held various positions with AS Hansaparaf 1998

to 2005 and is currently a partner with Alta Cddiartners.

Zinaida Valehavis. Valeha was born in 1941 and has been a meailibe Council of the Company since 31 May
2007. Ms. Valeha has extensive experience in tktdee industry. She has worked in various textilenufacturing
enterprises since 1961 and served as a deputyterinlight industry of Belarus from 1985 to 199%s. Valeha
served as the general manager of Milavitsa betvi®i and 2002 and is currently a chair of Milavigszouncil.
Ms. Valeha graduated from the former Leningraditimigt of Textile and Light Industry (1968).

Remuneration and Benefits

The aggregate remuneration of the members of thealjlement Board of the Company in the financial wested
31 December 2006 (Marianne Paas and Peeter Latalled EUR 112,000. No other benefits were madgiven to
the persons mentioned above. The members of thend@oaf the Company do not currently receive any
remuneration or benefits for their service.

The members of the Management Board of the Comfisliayianne Paas and Peeter Larin) are now appogsed
members of the Management Board of PTA2. Peetén ladso remains on the Management Board of the Gomp
The remuneration of the Management Board membepsigied on 31 May 2007 is based on new agreements
concluded with such members of the Management Board

Upon termination of an agreement with a membehefWanagement Board at the initiative of the Compandue
to the expiry of his term of office (provided ththe Management Board member is not elected forvaperiod),
such Management Board member is entitled to congpiemsin the amount of up to six times his averagmthly
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salary. No compensation is payable upon termindtianis triggered by a breach by the member oMbhaagement
Board of his duties.

Share Ownership

Shares in the Company are currently freely tradedhe Tallinn Stock Exchange and consequently, b of
employees and members of the Company’s managermedr@sbhold Shares in the Company. The only member o
the Management Board who currently holds SharethénCompany is Peter Larin (50,000 Shares, reptiagen
0.13% of the share capital).

In addition to the above, the companies controligdndrek Rahumaa, a member of the Council of tben@any,
(including Alta Capital Partners S.C.A., SICAR, SKita Capital Partners and OU Investeerimisvabiikyn
27,884,191 shares representing 73.48% of the stapéal of the Company and Punnpaap OU, a company
controlled by Jaak Raid, a member of the Councihef Company, owns 7,579 Shares representing 0.02 the
share capital of the Company.

SIA Alta Capital Partners, an affiliate of the Rijpal Shareholder, has set aside a portion of €S belonging to
SIA Alta Capital Partners to cover a managementesbption programme agreed between the Principateblolder
and the Management.
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OWNERSHIP STRUCTURE
Current Ownership Structure and the Principal Shareholder

As of 26 June 2007 the ten largest shareholdethkeofCompany were as follows (other shareholders argonot
among the ten largest shareholders but who aredeia the Principal Shareholder are also mentipned

Name Shares Holding (%)
Alta Capital Partners S.C.A., SICAR 20,537,777 54.1220
SIA Alta Capital Partners 5,460,006° 19.0000
SEB Eesti Uhispank AS Kauplemine 1,828,993 4.8198
The Bank of New York/ ING Bank Slaski 1,458,882 3.8445
Skandinaviska Enskilda Banken AB Clients 1,365,884 3.5994
Bank Austria Creditanstalt AG Clients 1,099,790 2.8982
Morgan Stanley+ Co International Plc/ MSIL IPB Qi 714,620 1.8832
Account
State Street Munich c/o SSB Boston/ DWS Polska Esa 711,000 1.8737
Inwestycyjny Otwarty Top 50 Malych i Srednich SgoRius
Bryum Estonia A8 599,363 1.5795
Clearstream Banking Luxembourg S.A. Clients 569,09 1.4944
OU Ivesteerimisvabrik 136,414 0.3595

D'Held in the securities account of SIA Alta CapRalrtners as of the date of the Prospectus

3 Does not include 1,750,000 Shares that have beeporarily transferred to a third party under a repase agreement and may be
reacquired by SIA Alta Capital Partners

% 3,579,240 Shares owned by SIA Alta Capital Partaeesset aside under the management option arramgdratween SIA Alta
Capital Partners and certain members of the Compamnagement bodies

4 Controlled by Indrek Rahumaa, a member of the Cibohthe Company

® Controlled by John Bonfield, a minority shareholareSIA Alta Capital Partners and the Principal @halder

The Principal Shareholder of the Company, holdipgraximately 54.12% of the share capital, is Altap(al
Partners S.C.A., SICAR, an investment fund regéstén Luxemburg (under foundation, registered asklfi®, route
d’Esch, L-1470 Luxembourg, the Grand Duchy of Lukeorg). The Principal Shareholder is engaged irtfqay
investment activities across a variety of industré@d geographic regions. The Principal Sharehaldquired the
aforementioned shareholding from SIA Alta CapitaltRers on 26 June 2007 but at the date of thisgeeius has
not been registered as the owner of such Shargbeinshareholder register of the Company. The Ryahci
Shareholder intends to hold all Shares owned byatsecurities account opened in Poland and kéltefore not be
visible as a shareholder in the shareholder regstehe Company (instead, the shareholding of Rhcipal
Shareholder will appear to belong to the KDPW, tbeeSection titled General Corporate Information and Shares:
Registration of Ownership for Shares Kept in Polaiod mor information). The Shares in the Compartyich were
acquired by the Principal Shareholder from SIA ARapital Partners on 26 June 2007 will be transteio a
securities account of the Principal Shareholdé€taland prior to the Settlement Date.

The majority owner of the Principal ShareholdeSI&\ Alta Capital Partners (Latvia). SIA Alta Capitaartners
holds 19% of all the Shares in the Company, inclgdi,750,000 Shares transferred by SIA Alta Capitatners to
SEB Eesti Uhispank under a repurchase agreemead @&tMay 2005 that must be repurchased by SIA @Gétpital
Partners by no later than 23 August 2007.

The Company is under the ultimate control of IndR&humaa, who is the majority shareholder of tHackal
Shareholder and SIA Alta Capital Partners throudhl@vesteerimisvabrik. OU Investeerimisvabrik is Bstonian
holding company with no active operations, IndrahBmaa is the sole member of the management bodrdode
shareholder of OU Investeerimisvabrik. Indrek Raharis a member of the Council of the Company (€mripany
Managemerit above). OU Investeerimisvabrik holds 136,414 8Baf0.36% of all Shares). In total, companies
controlled by Indrek Rahumaa (including the PriatigShareholder, SIA Alta Capital Partners and OU
Investeerimisvabrik) hold 73.48% of all the Sharsgproximately 9.43% of all the Shares are curgesdt aside to
cover the management option programme agreed bettee Principal Shareholder and the members of the
Company’s management, to be satisfied out of ttsetasof the Principal Shareholder and/or SIA Altapital
Partners.

Assuming that all of the Offer Shares are sold eessalt of the Offering and all of the New Shares subscribed for
by the Principal Shareholder, following the Offgyithe companies controlled by Indrek Rahumaa (dint the
Principal Shareholder, SIA Alta Capital Partnersl &1J Investeerimisvabrik) will hold approximatel®.29% of
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the share capital of the Company and the overatibar of votes at the General Meeting (including $itrares set
aside to satisfy the above management option).

Voting Rights and Agreements

All shareholders of the Company have equal votights. The Company is not aware of any arrangemirgts
operation of which may, at a subsequent date, tresal change in control of the Company. No persas, directly
or indirectly, an interest in the Company’s capdalvoting rights that is notifiable under the laafsEstonia (with
the exception of such shareholdings as are nogfiad the commercial register in connection witle tannual
financial reporting of the Company, ségeheral Corporate Information and Shateand such shareholdings as are
notifiable to the Estonian Financial Supervisiontifarity under the applicable securities legislatisee Estonian
Securities Markétfor more details).

Shareholder Agreements

The Company is not aware of any shareholder agnetsnteat may affect the operations of the Company, the
voting at the General Meeting of its shareholders.

Registration of Ownership for Shares Kept in Poland

Please refer to the Section title@éneral Corporate Information and Shares: Registraiof Ownership for Shares
Kept in Poland for information on how the registration of Shaie$?oland will affect the shareholder registethaf
Company.
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GENERAL CORPORATE INFORMATION AND SHARES

General Corporate Information

Current Information

The Company’s business name is PTA Grupp AS. Theef@¢Meeting of shareholders of the Company delcaie
31 May 2007 to change the name of the Company t@ih&no Fashion Group and the name change isrntlyre
pending. The Company is registered in the Eston@nmercial register (held by the Registry Departnanthe
Harju County Court) under registration code 1017548he Company was initially registered in the B&0
commercial register on 23 December 1996 underrigsipus business name of AS Klementi (having pnesiyp
been registered in the Register of Enterprises,néigs and Organisations of the Republic of Est@mid other
registers existing at the time). It has existecbive form or another since 1944, ségpkrations of the Group:
History and Development of the Grdupr more information.

According to the Articles of Association the Companprincipal activity is that of a holding compamyd its
auxiliary activities include business and managedneensultations. The Company is established foindefinite
period.

Prior Re-organisations

Separation of Klementi in 2006

On 5 September 2006 the extraordinary General Mgégthen under the previous business name of Agn&ifi)
adopted a resolution on the division of the Compak$ Klementi was divided into two companies by way
separatioh of a new subsidiary from AS Klementi. The Compavgs renamed PTA Grupp AS and is the legal
successor of the former AS Klementi. The new suéigideceived all production-related assets ofGoenpany and
was registered under the name of AS Klementi. Tdid division was deemed completed and all the sigitd
obligations transferred as of the making of thevaht entry in the commercial register, i.e. orALgust 2006.

Corporate Re-organisation in 2007

Following the acquisition of the Silvano Group e tCompany, a redundant holding company (Silvaecpine a
part of the Group and the Company became the ukimarent of the larger Group while at the sames tatso
remaining responsible for the management of thadl i@perations in respect of the “PTA” trademark.

On 13 April 2007 the Company announced restruagupilans according to which Silvano will be mergeithwhe
Company and subsequently eliminated, while the Gomlisted on the Tallinn Stock Exchange and i filture
on the WSE) will concentrate exclusively on thatggic management of the Group. In order to sepahatcurrent
business activities of the Company (retail salethefproducts of the “PTA” concept) from the stgatemanagement
of the Group, the Company is establishing a nevsisidry (PTA2) currently under foundation. As auleof the
restructuring, PTA Grupp AS (the Company) will Bemamed AS Silvano Fashion Group.

The Company expects to complete the re-organisatidhe third quarter of 2007 and will publish infeation on
such completion in due course.

Articles of Association

The Articles of Association of the Company are Ihmaaterial aspects in accordance with the requinets of
Estonian law. The most recent version of the AgSclof Association was adopted by a resolution @& th
Extraordinary General Meeting of shareholders onMdy 2007. The most recent version of the Artictds
Association will be submitted for registration letEstonian commercial register in the beginningudy 2007 and
will enter into force upon registration in the same

The Articles of Association stipulate the followingpticeable provisions with respect to the orgditgaof the
Company:

» the financial year of the Company is the calendsry

3pursuant to Section 434 (1) of the Estonian Comialef@ode, division can be effected without liquidat proceedings by distribution or
separation. Section 434 (4) sets forth that upgarsgion, the company that is being divided transsée part of its assets to one or several
recipient companies. A recipient company may bexasting or a newly-formed company.
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e the minimum share capital of the Company is EEK,260,000 (EUR 15,977,912.13) and the maximum
share capital of the Company is EEK 1,000,000,E0R 63,911,648.54);

e the Company has only one class of Shares;
» the reserve capital of the Company is one-tenitsa$sued share capital;
» the Company may issue convertible bonds;

» the shareholders of the Company have the pre-eeyigiut to subscribe to new Shares when issued, éxcep
when such right is specifically excluded by the &ahMeeting of the Company;

» Shares in the Company are freely transferable;

» the Council is composed of three to five members vaine appointed for a five-year term and the
Management Board is composed of one to seven memiyer are appointed for a three-year term;

» the Management Board members are entitled to oimyly represent the Company in all legal acts.

The Articles of Association do not contain any sfieprovisions which would have the effect of dglay, deferring
or preventing a change of control in the Company.

Share Capital and Shares

Current Information

The current registered share capital of the ComparyEK 379,471,980 (EUR 24,252,679.81). It is déd into
37,947,198 Shares with a nominal value of EEK 10RE.64) each. Currently all the issued Shares baea fully
paid in and there are no Shares that are authdpisiedot issued (however, the General Meeting efGompany on
25 June 2007 decided to increase the share capitad Company, see below).

The Company does not have any other classes oésltaher than ordinary Shares (A-Shares) and does n
contemplate the issue of any shares of such otheses. Shares in the Company are issued anduexist the laws
of Estonia. The currency of the Shares is Estokiaans.

The Shares have been registered and are kept kadrany form by a securities market infrastructargerprise AS
Eesti Vaartpaberikeskus (located at Tartu mnt 2jrifal0145), the ECSD", which is the operator of the Estonian
Central Register of Securities (thECRS"). The ISIN code for the Company’s Shares is EERI1751. All shares
in the Company (except the New Shares) have bsteullon the Tallinn Stock Exchange since 20 Mayrl®%d are
currently listed on the Main List.

No Shares in the Company are held by the Compasif ir its subsidiaries. Likewise, no convertibézurities are
outstanding. No put or call options are outstandinty respect to or for the benefit of any compamyhe Group.
There are no legal restrictions on the transfeitgtif the Shares in the Company.

Issue of New Shares

An ordinary General Meeting of the shareholderghef Company was held on 25 June 2007. Among oftiegd,
the General Meeting resolved to increase the stepital of the Company by EEK 20,528,020 by issi#lr@52,802
new Shares (theNew Share$). The New Shares will be issued to the Principhhreholder to substitute the portion
of Shares sold by the Principal Shareholder ircthese of the Offering. The New Shares will be ésbagainst cash
payment (whereas the Principal Shareholder will joayhe New Shares from the proceeds of the Offgreceived
by the Principal Shareholder). The subscriptiorcgrdf one New Share will be equal to the final Office,
converted to EEK (comprising the nominal value &KE10 per Share and the corresponding share premium
Subject to the registration of the increase of ghare capital in the Estonian commercial regigter, new share
capital of the Company will be EEK 400 million, died into 40 million Shares with a nominal valuek#K 10
each.

If in the course of the Offering not all of the &ffShares are sold, the proceeds of the Offerifidpwiapplied by the
Principal Shareholder firstly towards payment & subscription price of the New Shares offeredneyGompany.

Registration in the KDPW
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All Shares will be registered in the KDPW in addiitito being registered in the ECRS. The registnaiio the
KDPW is a necessary pre-requisite to the listinghaf Shares on the WSE and will be completed gaosuch
listing. The Shares will be registered in the KDRth the same ISIN code assigned to them in the ECR

Transfer of Shares between Securities Accounts inskbnia and Poland

Following the registration of the Shares in the KiDRnvestors will be able to transfer the Shargsvben securities
accounts opened in Estonia or Poland without ri&ins, subject to the rules established and pudsdisby the
ECSD and the KDPW. Initially, the co-operation agrent concluded between the KDPW and the ECSD esabl
the transfer of securities from a securities act@uizstonia to a securities account in Polandv{ce versa) only as
a transfer without payment (where the transferegiusities is settled independently of the transfethe purchase
price, if any). Technical arrangements enablingdfers of securities between Estonia and Poland &ansfer
against payment may be created in the future.

Registration of Ownership for Shares Kept in Poland

All Shares in the Company that are kept on seeusriticcounts opened in Poland will appear in theebbéder
register of the Company (kept by the Estonian GérRegister of Securities) as belonging to the KDRithout
reference to the ultimate shareholder. Howeverptimership of securities issued under the lawsstbiiia does not
depend on the entry in the shareholder regist¢heofssuer. Instead, the ownership of such seesrftncluding the
Shares in the Company) can be transferred whepatis to such transfer agree to transfer owngrdtiie KDPW
will be considered to be holding Shares on the nemiaccount on behalf of the securities houseshwaie
members of the KDPW. In turn, such securities hsus#l keep records of the ultimate owners of thHeal®s.
Despite the lack of reference to the ultimate dhalder in the shareholder register of the Compamyestors
acquiring more than a certain amount of Sharesgligiror entirely through a securities account gggbin Poland,
will remain subject to disclosure and anti-trusjuigements based on the total number of Shares lelduch
investors (please see the SectioBstbnian Securities Market: Disclosure of Inforneatiabout Transactions and
Shareholdersand “Estonian Securities Market: Antitrust Provisidrand “Polish Securities Market: Acquisitions
and Disposals of Substantial Blocks of Shafesmore information on such requirements).

History of Changes to the Share Capital
The historical changes in the Company’s share alipithe last three years are as follows:

Period Share capital (EEK) Share capital (EUR)

15 March 2005 to 26 October 2006 19,468,750 12801,
From 26 October 2006 379,471,980 24,252,680
From 25 June 2007 400,000,000 25,564,659

U'Subject to registration in the Estonian commeneigister of the share capital increase.

At the beginning of 2005 the bankruptcy estate d.& Group Oy (for information on the bankruptcly/®.T.A.
Group Qy, please sedperations of the Group: History and Developmentha PTA Grouf) included 50,000
convertible bonds of the Company issued accordinipe resolution of the extraordinary General Megtield on
28 August 2002. The convertible bonds were issuitld &n issue price of EEK 24 (EUR 1.53) each arafthal
term for their redemption was 31 December 2005ilWme conversion of the bonds into Shares in tloen@any,
they bore interest at the annual rate of 5%. OarBidry 2005 P.T.A. Group Oy informed the Companyitof
intention to convert the convertible bonds into r@kan the Company with the exchange ratio of THe respective
transaction was completed and the Company issu@d8®ew Shares to the bankruptcy estate of P Gréup Oy
with the par value of EEK 10 (EUR 0.64) each armiéspremium of EEK 14 (EUR 0.89) each. As a resiuthe
aforementioned exchange transaction, the sharetatapi the Company was increased by EEK 500,000
(EUR 31,955.82) and the new amount of the shareitatappf the Company was EEK 19,468,750
(EUR 1,244,279.91).

On 5 September 2006 the General Meeting adoptedsalution to increase the Company’s share capital i
connection with the reverse takeover transactiol8fSilvano Fashion Group (se®perations of the Group:
History and Development of the Grdupr more information). The shareholders of then@any decided to issue
36,000,336 new Shares in the Company with a nomiakle of EEK 10 (EUR 0.64) each, of which 36,0@3,3
Shares were subscribed to (13 new Shares wereubstribed to due to the effect of approximation andh 13
Shares were cancelled). As a result of the thixgs® the share capital of the Company was increbged
EEK 360,003,230 (EUR 23,008,399.91). After the shaapital increase, the new share capital is EEX4371,980
(EUR 24,252,679.81). The pre-emptive right of theésting shareholders to subscribe for new Sharkat (is
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otherwise provided for in the Articles of Assoaiat) was excluded and the right to subscribe for Séares was
granted only to the shareholders of Silvano. Eafigreholder of Silvano had the right to subscrdrenbw Shares

in the Company in accordance with the number ofeshim Silvano held by such person as at the datelscription

for the new Shares: one common share in Silvane fa right to subscribe for 426.1 new SharesenGbmpany.
New Shares were issued at the price of EEK 39.1IR(E.50) each, of which EEK 10 (EUR 0.64) was tbenimal
value of each New Share and EEK 29.12 (EUR 1.88) tha issue premium. New Shares were paid for lmy no
monetary contributions, the non-monetary contrittutivas the shares in Silvano and one share in ritilveas
valued at EEK 16,669.03 (EUR 1,065.34). Non-moneteontributions were transferred to the Company by
16 October 2006. The share capital increase wasteegd in the commercial register on 26 Octob@&620

Takeover Bids

A mandatory takeover bid to the Company’'s sharedisldn respect of all of their Shares in the Compams
launched by OU Alta Holding on 13 August 2002. Bg tlate of the bid OU Alta Holding and the persacting in
concert with the same owned 79.08% of all the Share¢he Company and had acquired a dominant infle@ever
the Company. Therefore, OU Alta Holding was undher dbligation to launch the bid pursuant to thevisions of
the Securities Market Act and the Rules of the ifiallStock Exchange. The price offered for one Shaas
EEK 11.48 (EUR 0.73). More information on the afoentioned takeover bid is available from the websit the
Tallinn Stock Exchangehftp://www.baltic.omxgroup.cojn

Another mandatory takeover bid to all the sharetiddf the Company was made by Indrek Rahumaa May3
2007. The bid was made in respect of all the Sharése Company not held by SIA Alta Capital Partnéndrek
Rahumaa gained dominant influence over the Comglargugh companies under his control: SIA Alta Calpit
Partners and Investeerimisvabrik OU, which as atdéte of the takeover bid held a total of 69.6%lbfhe Shares
in the Company. Due to such dominant influencerdhkdRahumaa was required to make the bid pursuatitet
provisions of the Securities Market Act and theeRwf the Tallinn Stock Exchange. The price offdo#dne Share
in the Company was EUR 4.19. As a result of thismdadory takeover bid, 485,468 Shares were soldAoARa
Capital Partners.

Changing the Rights Attached to Shares

In order to change the rights attached to all shargieneral (inasmuch as this is possible undglicgble law), the
Articles of Association normally need to be amendetiendment of the Articles of Association requieegualified

majority of at least two-thirds of all votes presahthe General Meeting. If a company has mora thee class of
shares, changing the rights attached to a particldss of shares requires, in addition to the abav least two-
thirds of the votes of shareholders within eaclsslaf share who are present at the general me&ihgn rights

stemming from a particular class of shares aregogimended, a decision of the General Meeting ofltfaeeholders
will also require a qualified majority of four-ftis of the votes, and the consent of at least minth¢ of all

shareholders who hold shares of the type subjeatmendment. A brief description of the rights dittto Shares
of the Company follows below.

Redemptions and Liguidation

Redemption of Shares

Under the Estonian Commercial Code a company mawigeits own shares (or take the same as collaiéadl of
the following conditions are met: (i) redemption sfch shares occurs within one year from the adopif a
resolution of the general meeting of the sharehslddich specifies the conditions and terms forrdaemption of
shares and the consideration to be paid for shdiiedhe total nominal value of shares redeemedaten as
collateral does not exceed one-tenth of the shep#ad; and (iii) shares are paid for from assetseding the share
capital, reserve capital and premium. These réising do not apply if shares are acquired by wainléritance.

Shares may be acquired without a resolution ofgdweeral meeting of shareholders but instead orb#sés of a
resolution of the council if the redemption of #mis necessary to prevent significant damagegaadmpany. In
such event the shareholders must be informed afithemstances surrounding the redemption of shatréise next
general meeting of shareholders.

Redeemed shares must be sold or cancelled wittenyear of redemption. If more than one-tenth of share
capital is redeemed through a decision of the dbondy way of inheritance, the part exceeding dine-tenth must
be sold or cancelled within six months of redemptiBhares that are redeemed illegally must be @otthncelled
within three months of redemption.
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Rights in Event of Liquidation

In the event of the Company’s liquidation all shenielers are entitled to any surplus assets aftes#hisfaction of
all claims of the Company’s creditors, and the d#pw of such amounts as were not collected byctieglitors.
Such remaining assets are distributed among theelsbladers according to the nominal values of thshiares,
pursuant to the asset distribution plan preparetthéyiquidators, and paid out in cash.

The Company’s assets may be distributed after déipsel of six months from the publication of the cetbf
liquidation and after the lapse of two months fribra date that the final balance sheet and asgebdion plan are
presented to the attention of the shareholdersjgerd that neither the balance sheet nor the asstibution plan
are contested in court. The court may allow formeamts to be made earlier provided that such egsbgment
would not damage the interests of the creditors.

Rights of Shareholders

Right to Participate in the General Meeting

Purpose of the General Meeting

Shareholders are entitled to take part in the gatpogovernance of the Company through the Gemhdeating of

shareholders, where they can exercise their poteedecide on certain important corporate matteush sas, for
example, amending the Articles of Association, éasing and reducing the share capital, issuingestible bonds,
electing and removing the members of the Councd #&me auditor, approving the annual accounts ared
distribution of profit, dissolution, merger, divisi or transformation of the Company and certaireiothatters. The
general meeting is the highest governing bodyloh&ed company in Estonia.

Convening the General Meeting

The ordinary General Meeting of shareholders igl leice a year pursuant to the procedure and atirties
prescribed by the Articles of Association, but Hater than six months after the end of the finangigar.
Additionally, an extraordinary General Meeting ni@yheld on certain conditions: (i) in the event tha net equity
of the Company decreases below the legally requinedmum equity; or (ii) if shareholders represagtiat least
1/10 of the share capital, the Council or the auditemand the meeting; or (iii) if the meeting éguired in the
interests of the Company. The Articles of Assooiatreflect applicable law with respect to when theneral
Meeting needs to be convened.

If the Management Board fails to convene an exttimary General Meeting within one month from retep a

relevant request from the shareholders (or the €ibon the auditor), then the shareholders (orpeetvely, the
Council or the auditor) have the right to convelme General Meeting themselves. Notice of an upcgr@ianeral
Meeting must be sent to all shareholders three sv@eladvance of an ordinary General Meeting ankgast one
week in advance of an extraordinary General Meetisya general rule, the notice must be sent \gstered mail
to the addresses entered in the shareholdersteegiursuant to the Estonian Commercial Code, evhezompany
has over 50 shareholders, the notice does not tealbe sent but instead is published in at leastrai®nal daily
newspaper in Estonia. However, the Articles of Agstion of the Company set forth 100 shareholdershe

threshold starting from which the notice about amng the General Meeting of the shareholders neagublished
in at least one national newspaper. The noticis@@ublished through the Tallinn Stock Exchange.

When the above requirements for convening a Gesgating are violated, such General Meeting do¢$ave the
capacity to adopt resolutions, except where altedi@ders participate in the General Meeting.

Agenda of the General Meeting

As a rule, the agenda of a General Meeting is deterd by the Council. However, if the General Megtis
convened by the shareholders or the auditor, teadais determined by them. Furthermore, the ManageBoard
or the shareholders whose shares represent atdeadenth of the share capital may demand theisianh of a
certain issue on the agenda. An issue which igilyitnot on the agenda of a General Meeting maynbkided on
the agenda upon the consent of at least nine-tefithe shareholders who participate in the Gendesdting if their
shares represent at least two-thirds of the stegpitat.

Quorum

A General Meeting of shareholders is capable o$ipgsresolutions if more than one-half of the vatesresented
by shares held by shareholders are present at ¢her@ Meeting of shareholders. If the quorum is met, the
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Management Board is required to convene a new @keRkreting of shareholders not more than three wéek not
less than seven days after the date of the ireeral Meeting. There are no quorum requiremeamtshe newly
convened General Meetings of shareholders conviokedch manner.

Voting rights and resolutions

The Company currently has only one class of Shavits,a nominal value of EEK 10 (EUR 0.64) eachclitahare
entitles the shareholder to one vote. A sharehott®yr attend and vote at a General Meeting in peosdry proxy.

In the case of companies listed on the Tallinn IStBgchange, only those shareholders appearing erigh of

shareholders (which is maintained by the ECRS)f&3%9 on a date chosen by the company are aigibhttend
and vote at a General Meeting of shareholders. 8atdhmust be made public at least nine trading dagpdvance.
A shareholder whose shares are registered in tine 10é a nominee can exercise voting rights if peetve power
of attorney has been executed in his favour byhtiider of a nominee account.

As a rule, resolutions of a General Meeting of shalders require the approval of the majority & tiotes. Certain
resolutions, such as amending the Articles of Aisginn, increasing or decreasing the share cagitd| in certain
cases, resolutions relating to a merger or liqiodadf the company, require a qualified majoritytwb-thirds of the
votes represented at the General Meeting of shatetso

Participation in the General Meeting for Polishastors

Investors holding Shares on securities accountsiaapén Poland (thePolish Shareholders) will be able to
exercise voting rights attached to the Shares withestrictions. In respect of all Shares held ecusities accounts
opened in Poland, the KDPW will be recorded in @e@mpany’s shareholders’ register (kept in the ECRSje
name of the KDPW. Estonian law will recognise thBRWV as the holder of a nominee account holdingeshan
behalf and for the benefit of the ultimate shardbrd, who will under Estonian law be recognisethasowners of
the respective Shares. Under Estonian law, the KDWWWbe entitled to exercise rights attached te 8hares, based
on instructions received from the securities houseting as members of the KDPW and given on behatf
pursuant to instructions of the Polish Shareholdersauthorise the Polish Shareholders to exersigsh rights
directly.

Pursuant to an agreement concluded between the KBitWWhe ECSD and a power of attorney issued obdbkes
of the same, ECSD is authorised to appoint persaoitisorised to execute all shareholders’ rightschtd to all
shares kept on the nominee account of the KDPW axp&iith the ECSD, subject to the allocation of srights as
notified by the KDPW to the ECSD. As promptly asgticable following the publication of a notice smoning a
General Meeting, the KDPW will provide to the EC8ist of ultimate shareholders who are eligible&sticipate
in the General Meeting by virtue of holding Shaoéshe Company on securities accounts opened ianéolOn the
basis of such list, ECSD will issue an authorisagonpowering each such shareholder to participatee General
Meeting and to exercise voting rights attachedht® $hares owned by such investor. Such authonisatith be

provided directly to the Company and will be aviaiéaat the time and location of the General Meetamabling
such shareholder to participate in the same.

Right to Information

Pursuant to the Estonian Commercial Code, sharet®lthve the right to receive information on thiéviies of the
company from the Management Board at the Generating However, the Management Board may refuggv®
information if there is a reason to presume that iy cause significant damage to the interestseo€ompany. In
the event the Management Board refuses to givenrgtion, the shareholders may require the Genegadtivg to
decide on the legality of such refusal or submigspective claim to the court of law.

Right to Subscribe for New Shares

General provisions

Pursuant to the Estonian Commercial Code existimgyeholders of a company have the pre-emptive right
subscribe for new shares in the company in propott their existing shareholding. However, whérares need to
be issued to a specific person(s), such pre-empiiye can be waived by a resolution of the genemakting of
shareholders by a majority of three-fourths ofubhtes represented at such meeting.
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Right to subscribe for new Shares for Polish Shaldss

Investors holding Shares in securities accounthegen Poland will benefit from the right to subiberto new
Shares issued by the Company without restrictidftsenever the Company announces a share subscriptioew
Shares directed to its shareholders (i.e. whergierential right of the shareholders to subscfdy new Shares is
not excluded by the General Meeting), it will compthe list of subscription applications it recaiyva accordance
with the conditions of such subscription, to thet bf the ultimate shareholders of the Company tld Shares in
securities accounts opened in Poland (as may heeseed by the Company from the KDPW through the BCS
of the relevant date, and only after such compartss been made will subscription applicationsioaigng from
the ultimate shareholders of the Company who hdldr&s in securities accounts opened in Poland bepted.
However, the aforementioned procedure will not gppithe event that the Company decides to regsstbscription
rights granted to its shareholders in the ECRStha&DPW, in such case such subscription rightshveldelivered
to the securities accounts of the ultimate shaodshelof the Company and can later be exercisechpyparson to
whom the ownership of such subscription rights ipayransferred.

If an ultimate shareholder of the Company who hditheares in securities accounts opened in Polandewito
transfer the subscription right (pre-emptive riglegeived by virtue of owning Shares, such transfest be notified
to the Company in writing no later than on the ey of the relevant subscription period.

If the Company decides to apply for a listing obscription rights (pre-emptive rights) to the Slsarethe Company
on the Tallinn Stock Exchange and/or the WSE, sgesirrepresenting such rights will be transfertedthe
securities accounts of the Company’s shareholdersadcordance with the Company’s shareholder registe
maintained in the ECRS. Rights transferred to #musties account of the KDPW will further be credi by the
latter to the securities accounts of the relevatisR ultimate shareholders.

Other Important Matters

Restrictions on Financial Assistance

The Estonian Commercial Code sets forth certaitricéiens in respect of financial assistance. Ageaeral rule, a
company may not grant loans or provide other fimEnassistance (such as, for example, giving gueesnor
sureties): (i) to shareholders whose shares remresere than 1% of the share capital; (i) to shatgers of the
parent company whose shares represent more thaof e share capital of the parent company; (i) the
purpose of acquiring shares of the company; or f@&vmembers of the management board, the counctb or
procurators.

Financial assistance may, nevertheless, be provadedch shareholders who belong to the same ddatioh group
as the company, provided that this assistance doesarm the company’s financial status or therades of its
creditors.

Squeeze-Out Rights

The Estonian Commercial Code allows major sharehi(dll to take over a public limited company. The
precondition for such squeeze-out is the acqursitip a person (acting individually or in concertiwbthers) of at
least 90% of the voting rights in the company. T8tpieeze-out can be decided by the general meefing o
shareholders if a majority comprising at least 98P&all votes is in favour. The amount of comperwatior the
shares which are subject to the squeeze-out is thetermined on the basis of the value of the shaseat ten days
prior to the date on which the notice summoninggbreral meeting was sent out. Additionally, tenufégrs may

be carried out for companies which are listed @nThllinn Stock Exchange and sometimes major so#dets of a
listed company are under the obligation to laun¢énaer offer (see “Estonian Securities Market” fwore details).
However, the shareholders of a listed company ateobliged to accept a tender offer which is nagaeeze-out
within the meaning of the Commercial Code.

Disclosure of Shareholdings

The Company is required to submit a list of shal@drs holding over 10% of all shares to the Estogi@ammercial
register together with the annual accounts, sisttbking drawn up as at the date the annual acs@uatapproved
by the general meeting of shareholders. See thio8ditled “Estonian Securities MarKetor more information on
disclosures of shareholdings which are triggerethbkyisting of shares on the Tallinn Stock Exchang
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TAXATION

This section dealing with the Estonian and Poliak systems is meant to give an overview of therdgime
applicable to the Company and its shareholderduitiog the taxation of dividends and capital gaassapplied to
the dividends paid out and shares issued by thep@agn Note that the below summary is in no way estize and
is not meant to constitute professional advicertg person. In order to establish particular tax sequences of the
ownership of Shares and trading in the same, eagbsitor is strongly encouraged to seek speciabststance,
including, in particular, the tax consequences uréelish law, the law of the jurisdiction of the®sidence and any
tax treaty between Poland and their country ofdesce or between Estonia and their country of ersie.

Estonian Law
Corporate Income Tax

The system of corporate earnings taxation currantlfiprce in Estonia is a unique system that shtiis point of
corporate taxation from the moment of earning psafd the moment of their distribution. Corporatedme tax is
charged on profit distributions such as dividendd amplicit distributions (i.e. fringe benefits,figi and donations,
and expenditures and payments not related to thi@dms activity of the company).

All of the above-mentioned profit distributions ataxed at the rate of 22/78, which amounts to apprately
28.21% of the net amount of the distribution offitrcAccording to the Estonian Income Tax Act asiurrently
stands, the corporate income tax rate will decregmadually (21/79 as from 1 January 2008 and 2@8@rom 1
January 2009). Corporate income tax imposed omitdlised profits is not a withholding tax and thedief is not
available under the applicable international taaties.

The applicable corporate income tax system isylikelchange in the near future, as the currenesystf corporate
taxation is deemed incompatible with European lag/of the date hereof, there is no reliable infdioraas to the
principles on which the new system will be based.

Taxation of Dividends

Dividends paid to non-resident individuals are salbject to any withholding tax in Estonia. Whenedetining the
principles of taxation of corporate persons or \idlials, agreements on the avoidance of doubletitaxdtax
treaties), if any, entered into by Estonia andadbentry where the given corporate person or indigids resident,
should be taken into account. These agreementspnosyde for lower rates of taxation on dividendseaiged by
corporate persons or individuals, or even excladatton in Estonia altogether. Moreover, most taaties to which
Estonia is a party indicate that income from thepdsal of securities against payment may only Redtan the
country of residence of the corporate person awiddal, which, in most cases, results in the abseasf taxation of
such income in Estonia. However, this may not ajgply situation in which a foreign corporate persoiindividual
has a permanent establishment in Estonia to whimbne from the sale of the shares may be ascribed.

A withholding tax at the rate of 22% (21% as frordahuary 2008 and 20% as from 1 January 2009)aigget on
dividends payable by a resident company to nordeasilegal persons, subject to certain exemptidfithholding

tax applicable to cross-border dividends paid tbsRaesident legal persons is subject to the taaty concluded
between Estonia and Poland, which reduces thecafydi rate of withholding tax from 22% to 15%. Bbliegal
persons receiving dividends from the Company velldhigible for double taxation relief from Estoniasthholding

tax on the grounds of the Estonian-Polish tax yrelt cases where the income tax is withheld i duie to the
reason that the relevant person did not preserdf mbentitiement to tax treaty relief on time, theturn of the
excess withholding tax may be claimed within thyears from the date when the excessive paymentmcturhe
claim must be in writing and be accompanied bydbeuments required for the application of the taaty relief.

Provided that all necessary documents are submitiedax authority will return the excess withh&det within 30
days from the filing of the claim.

If at the moment when dividends are announced o gp#olish resident legal person owns at least éb6#e share
capital of the Company, such dividends are notexttbfo withholding (as the law currently standds th5%
threshold will decrease to 10% in 2009).

According to the Estonian-Polish tax treaty Polishidents are entitled to a double taxation refighe form of a
foreign tax credit with respect to income tax wilthin Estonia.

Capital Gains, Tax Consequences of Sale or ExchangéShares
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Non-residents are subject to income tax on cagdals in Estonia in the event of a sale or excharfigany number
of shares in a company of whose property, as ohtbment of sale or exchange or any moment withim years
preceding the sale or exchange, directly or intiyeenore than 50% is made up of immovables orcétmes as
movables which are located in Estonia and provitiatiat the moment of sale or exchange the shateholvned at
least 10% of shares in the company.

Currently the Company no longer meets the abovetiomead criteria and thus non-resident shareholdeliing or
exchanging their Shares will be exempt from Estoim@ome tax on accrued capital gains.

For the purposes of capital gains taxation the grved from the sale of shares is the differebetveen the
selling price of the shares sold and their acqaisitost. The gain derived from the exchange ofeshds the
difference between the acquisition cost of shanegest to exchange and the market price of theqrtgpeceived as
a result of the exchange. A shareholder has tha tiy deduct certified expenses directly relatedht® sale or
exchange of shares from the shareholder’s gain.

Under Estonian domestic laws, in the event of aabese of the share capital of the Company or ttiemgtion of its
shares, payments made to non-resident shareh@derseated as capital gains, i.e. income tax &gad on the
amount in which the payments made to the sharehekimed the acquisition cost of the holding. Nthadess, the
Estonian-Polish tax treaty precludes Estonia fraximig such payments.

Polish Law

This summary is not intended to constitute a cotepénalysis of the tax consequences under Polighofathe
acquisition, ownership and disposal of the Offear8h by the Investors. The Investors should, thesefconsult
their own tax advisers on the tax consequencesddf acquisition, ownership and disposal, includingyarticular,
the tax consequences under Polish law, the lavhefjdrisdiction of their residence and any tax tirdaetween
Poland and their country of residence or betweeortzs and their country of residence.

When determining the principles of taxation of cwgie persons or individuals, agreements on thédawmoe of
double taxation (tax treaties), if any, entered iny Estonia and the country of which the giverpooate person or
individual is resident, should be taken into acdodmese agreements may provide for lower ratemxdtion on
dividends received by corporate persons or indadgluor even exclude taxation in Estonia altogethareover,
most tax treaties to which Estonia is a party iatidhat income from the disposal of securitiesraggpayment may
only be taxed in the country of residence of thepomate person or individual, which, in most casesults in the
absence of taxation of such income in Estonia. Hewethis may not apply in a situation in which aeign
corporate person or individual has a permanenbksitanent in Estonia, to which income from the safi¢he shares
may be ascribed.

Income Earned on the Disposal of Securities by Indiduals Who Are Polish Tax Residents

In accordance with Art. 3, section 1 of the Perfdneome Tax Act, natural persons, provided thaytheside
within the territory of the Republic of Poland, digble to pay tax on all of their income (revenvegardless of the
location of the source of revenues (unlimited thkgation). A person residing within the territasf the Republic of
Poland is any natural person who (i) has the centtriieir personal or economic interests within tegitory of
Poland; or (ii) resides within the territory of Bod for more than 183 days in any tax year.

In the event of the disposal by a Polish residéproperty located in another country, the taxtydsetween Poland
and that country applies. According to Art. 13,teet4 of the Polish-Estonian tax treaty, gaingfrine disposal of
shares are taxed exclusively in the country in Whiee person disposing of the property is resid€hts, income
from the disposal of the Offer Shares earned bisRoésidents is taxed in Poland according to dfiewing rules.

Pursuant to Art. 30b, section 1 of the Personabnme Tax Act, income earned in Poland on the transfehe
ownership of securities (including the Offer Sharesexchange for consideration is taxed at a ridie of 19%.
Taxable income is computed as the difference betwhe proceeds from the disposal of securities thedtax-
deductible costs, including the expenditure relatethe acquisition of these securities. Such ineasnsubject to
taxation as income due, even if not actually yeeieed. It is not aggregated with the other incarhthe individual
and is taxed separately.

Entities intermediating in the sale of securitigsaln individual (e.g. securities houses) are reglto deliver to that
person and the appropriate tax office, informationthe amount of income earned by that personhbyend of
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February of the year immediately following the y@amwhich the gains are made (or losses are indutog such
person on the disposal of securities. There isegairement to pay tax advances during the tax year.

An individual who obtains gains (or incurs losses)the sale of securities is required to calcutateé pay the tax
due, as well as submit, by 30 April of the calengear immediately following the year in which sughins are
obtained (or losses incurred), a separate taxrréti@ntifying the amount of the gains or lossese Tdx return is to
be submitted to the tax office competent for thecplof residence of such taxpayer on the last f#éyeofinancial

year, and if such person ceased to reside in Pddafate that date, to the tax office competenttier person’s last
place of residence within the territory of Poland.

The above regulations shall not apply if a saleaaiurities for a consideration is the consequehtsegerformance
of any business activities, as in such case thenues from the sale of securities should be qedliéis originating
from the performance of such activities and shaddettled according to general terms.

Income Earned on the Disposal of Securities by Indiduals Who Are Not Polish Tax Residents

In accordance with Art. 3, section 2a of the Peasdmcome Tax Act, natural persons, if they do reside within
the territory of the Republic of Poland, are liabbepay tax exclusively on income (revenue) obtimgthin the
territory of the Republic of Poland (limited taxligiation).

Income from the disposal of shares in a foreigrtebty an individual who is not a Polish tax resileannot be
classified as income obtained in Poland and asutrés not taxed in Poland. In such case, thetreaty between
Estonia and the country of residence of the indialdhould be applied.

Dividends and Other Income from a Share in the Pradfs of Legal Persons Earned by Individuals Who Are
Polish Tax Residents

Under Polish tax law, income from a share in tredifs of legal persons is the income actually gatexl from such
a share, includingnter alia, income from the redemption of shares, from th@ahal of shares to the company in
exchange for consideration with a view to redeentivegshares, the value of the assets receivedninection with
the liquidation of the legal person, income intehfler a share capital increase, and income whithdésequivalent
of the amounts contributed to the share capitahfodher funds of the legal person.

Taxation of the dividend income obtained by anvidlial who is a Polish resident from a companydesi in
Estonia is regulated by the provisions of the Pelistonian tax treaty. Pursuant to Art. 12 of tleaty, dividends
paid by a company resident in Estonia to a perssitent in Poland may be taxed in Poland. Thesdatids may
also be taxed in Estonia, but the tax levied is ttountry cannot exceed 15% of the dividend. Thaahdaxation
rules regarding dividend income are governed bygrtiah tax law (see above).

Pursuant to Art. 30a, section 1 point 4 of the &aabIncome Tax Act, dividend income and other mmecfrom a
share in the profits of legal persons is not agapexdy with income from any other sources, and igestilto taxation
at a flat rate of 19% of the income earned. Howeaecording to Art. 24 of the Polish-Estonian teeaty, Poland
must grant a credit for the tax levied on divideirdEstonia.

Dividends and Other Income from a Share in the Pradfs of Legal Persons Earned by Individuals Who Are
Polish Tax Residents

Dividend income paid by an Estonian company to a-Rolish tax resident is not taxed in Poland. Tdetteaty
between Estonia and the country of residence oififfigidual should be applied.

Income Earned on the Disposal of Securities by Cograte Persons Who Are Polish Tax Residents

In accordance with Art. 3, section 1 of the Corperiacome Tax Act, taxpayers having their seat oramagement
board within the territory of the Republic of Palarare liable to pay tax on all of their incomeggpective of the
location of the source of revenues.

According to Art. 13, section 4 of the Polish-Estontax treaty, gains from the disposal of shanes taxed
exclusively in the country in which the person disipg of property is resident. Thus, income from tlisposal of
the Offer Shares earned by Polish residents igltaxBoland.

Gains on the disposal of securities (including @féer Shares) by a legal person having their segnfigement
board) within Poland are subject to taxation unther general rules stipulated in the Corporate Iredrax Act.
Taxable income is the difference between the pax@®m the disposal of securities and the tax-delole costs,
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including the expenditure related to the acquisitidd these securities. The income thus computedgsegated with
the other income of the legal person. The incomelefjal person is taxed at a rate of 19% of tkattig income.

Pursuant to Art. 25 of the Corporate Income Tax, Adegal person which has disposed of securisigsquired to
pay the due tax prepayment into the account ofafimopriate tax office. The tax prepayment is dated as the
difference between the tax due on the income easimeé the beginning of a given fiscal year andatgregate tax
prepayments due for the previous months of this.yElae taxpayer is required to submit their anria&lreturn by
the end of the third month of the year immediafeliowing the year in which the gains are made.

Income Earned on the Disposal of Securities by Cograte Persons Who Are Not Polish Tax Residents

Foreign corporate persons taxed on the principdédosth below are legal persons, companies inrirgdion, as
well as non-corporate organizations other thamgaships, which have their registered office or aggment board
outside the territory of the Republic of Polandaticordance with Art. 3, section 2 of the Corpotateme Tax Act,
taxpayers, if they do not reside within the temjtof the Republic of Poland, are liable to pay &xclusively on
income obtained within the territory of the Repaldf Poland.

Income from the disposal of shares in an Estonimityeby a legal person who is not a Polish taxdest cannot be
classified as income obtained in Poland, and asualtris not taxed in Poland. The tax treaty betwestonia and the
country of residence of the company should be agpli

Dividends and Other Income from a Share in the Pradfs of Legal Persons Earned by Individuals Who Are
Polish Tax Residents

As a rule, dividend income and other income froghare in the profits of legal persons is subjetaxation at a flat
rate of 19% of the income earned. However, this isiimodified by the provisions of the Polish-E&ortax treaty,
according to which dividends paid by a companydesi in Estonia to a person resident in Poland beataxed in
Poland. These dividends may also be taxed in Estbwit the tax levied in this state cannot excéédbthe gross
amount of the dividend, if the dividend is receid®da company holding at least 25% of the shardétalapf the

company paying the dividend and 15% of the dividandther cases. The actual taxation rules reggrdividend

income are governed by Estonian tax law.

Pursuant to Art. 20, section 3 of the Corporateoine Tax Act, income (revenues) from dividends attieio
revenues from participation in profits generateddmal persons are tax exempt if all of the follogvconditions are
satisfied jointly: (i) the entity paying the dividgs and other revenues from participation in psainerated by legal
persons is a company which pays income tax andasgistered seat or management board withirieirégory of
the EU; (ii) the entity receiving income (revenué&sm dividends and other revenues from particgrain profits
generated by legal persons, as referred to inogeil, is a company liable to pay income tax ie Republic of
Poland with respect to its entire income, irrespeadf the place where it is generated; (iii) tiianpany referred to
in section (ii) has at least a 10% direct sharahgléh the shares in the share capital of the compehich pays out
the dividend, provided that between 1 January 2&0d 31 December 2008, the direct percentage shatiei
company paying the dividends or other revenues fpanticipation in profits generated by legal pes@inot less
than 15%.

The exemption referred to above applies if the campgaining income (revenues) from dividends artkiot
revenues from participation in profits generateddnal persons having their registered seat or gemant board
within the territory of the Republic of Poland, hatdeast a 10% shareholding in the company pagutglividends
(15% until 31 December 2008) uninterruptedly fobtyears. The exemption also applies if the two yearod of
uninterrupted holding of shares in the required @moby a company generating income (revenues) from
participation in profits generated by a legal pardmving its registered seat or management boatiinathe
territory of the Republic of Poland, ends after dla¢e of obtaining such income (revenues). In #se©f failure to
satisfy the condition of holding shares in the iegphamount uninterruptedly for two years, the tyqr shall be
required to pay tax, including default interest,toa income (revenues) at 19% of income (reveringshe 28' day
of the month following the month in which it waspdizred of the right of exemption. Interest is cdéted as of the
day following the day on which the taxpayer firgeecised the right to exemption.

Dividends and Other Income from a Share in the Pradfs of Legal Persons Earned by Individuals Who Are
Not Polish Tax Residents

Dividend income paid by an Estonian company to a-Rolish tax resident is not taxed in Poland. Tdetteaty
between Estonia and the country of residence ofmtlieidual should be applied. Companies subjedat@tion of
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their entire incomes in any of the EU member stather than Estonia, are exempted from the taxatfatividends
disbursed by companies with their registered offiteEstonia. However, the application of this exéomp is
contingent on numerous conditions.

Transfer Tax (Tax on Civil Law Transactions)

Transfer tax applies to the sale or exchange cotstri the rights which are the subject of thengaction are to be
exercise within the territory of the Republic ofl@w (e.g. shares in a Polish company), or if ihkts are exercised
outside the Republic of Poland, provided that thee@ment evidencing the sale or exchange is coedli the
Republic of Poland and the purchaser is a Polisideat. The rate of this tax is set at 1% of thekeiavalue of the
securities which are the subject of the transfeicdrtain situations, the tax authorities may ddjus taxable base.
The tax should be paid within 14 days after thedagtion is concluded. However, pursuant to Ariseédtion 9 of
the Act on Transfer Tax, the sale of securitiesaaourities houses and banks conducting securitiggties is
exempt from transfer tax, as is the sale of saesrperformed through an agency of securities wasel banks
conducting securities activities. The sale of shamean Estonian company by a non-Polish tax residenot subject
to transfer tax.

Taxation of Gifts and Inheritance

Polish gift or inheritance tax can only be imposedindividuals. Such tax may arise on a gift oreiritance of the
Offer Shares where the heir or the recipient i®ksP resident. The amount of tax depends on tlatioaship of the
donor/deceased to the recipient /heir.
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ESTONIAN SECURITIES MARKET

The information presented in this Section and thetiGn entitled “Polish Securities Market” below fisovided for
general background purposes only. Therefore, imresshould obtain an opinion of their own legal &dv
concerning the provisions of law related to thewsition, holding and disposal of Shares.

The Tallinn Stock Exchange

The Tallinn Stock Exchange, owned by AS Tallinna$3ds the only stock exchange operating in Estasiaf the
date of this Prospectus. Its major shareholder iSwaedish corporation OMX AB, which also controlse th
Copenhagen Stock Exchange, the Stockholm Stockdexyeh the Riga Stock Exchange, the Vilnius StoathBrge
and the Helsinki Stock Exchange.

AS Tallinna Bors is a member of NOREX the Nordid &altic exchange association with fellow membezg
the Oslo, Iceland and OMX Stock Exchanges.

The Tallinn Stock Exchange is mainly governed byoRian laws and governmental regulations (the twastm
significant laws governing the operation of thedBsin stock market are the Estonian Securities btafkt and the
Estonian Central Register of Securities Act) andher by the rules and policies established byTalkinn Stock

Exchange.

The main purpose of the regulations establishethéyTallinn Stock Exchange is to facilitate an @éfint and legal
exchange of securities. The rules can be changetiebyallinn Stock Exchange only after the Estoritamancial
Supervision Authority has approved the relevant radingents. All rules and regulations are applicalde t
corporations listed on the Tallinn Stock Exchangembers of the Stock Exchange, and companies gaxdirthe
open market.

The ECRS and Registration of Shares

The shareholders’ registers of all public limitedmpanies (and some private limited companies whedjpo
register their shares), including those that aaddd on the Tallinn Stock Exchange, are held irEstenian Central
Register of Securities (ECRS). The ECRS also kedmpsk entry records of all securities, pension aotfu
registered bonds and all other electronic secardigd transactions with the same. This registeraimtained by the
securities market infrastructure enterprise AS iBéatirtpaberikeskus, which is owned by AS Tallifdars and
belongs to the OMX group.

Every individual, regardless of nationality, has tight to open an account with the ECRS, whersedlrities are
registered and listed in book entry form on theusées accounts of their owners. All transactiamns recorded and
can be performed only through account holders. Aontcholders are either investment companies oritcred
institutions operating in Estonia, or other ceetifiindividuals. In some cases, account superviaar aso be a
foreign company. For Shares listed in the ECRShave certificates are issued.

The amount of information from the ECSR that isilade to the public is limited and includes infation on the
issuer (name, seat and registry code) and thelgletathe securities (type, nominal value and numifeshares).
Unless Shares are listed on the stock exchangeniation about shareholders is not available tgthwic.

In addition to regular securities accounts, quatdifmember of the securities market (account holdan) open a
nominee account. This type of account gives thewatcholder the right to hold securities on beldl&another
person — the client — but in its own name. Thentlietains the right to dispose of the securitiease its rights as a
shareholder of the issuer, though a power of atomust be obtained for the latter purpose.

Listing shares on the Tallinn Stock Exchange

Shares listed on the Tallinn Stock Exchange ar&léivinto two separate lists — the Main List and thvestors’

List. In addition to trading in listed securitighe Tallinn Stock Exchange also allows trading lua free market via
the same trade system. As of June 2006, thereGacerhipanies listed on the Tallinn Stock Exchange,df which

are on the Main List and six on the Investor List.

There are two important differences between thenMagt and the Investor List: the minimum lengtle tompany
has been in business and the minimum value of dngpany. For the Main List, the respective requiretsare
three years and EUR 4 million. For the InvestortLthe requirements are two years and EUR 1 million
respectively. Once the company has been listeth®Main List, it is still possible to move to thevestor List, and
vice versa, as the value of the company fluctuates time.
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Various conditions have been established for comegato list their shares on the Tallinn Stock Exade among
which the most significant is that 25% of the skaoé the issuer have to be publicly held. Neveebs| this
percentage does not necessarily have to be fdifdk of the listing date, if the number is expedtedeach 25%
shortly after trading commences. Moreover, in éertanditions normal market trading would also lsgible with
less than 25% of shares belonging to the publidngainto account the total amount of shares amit thllocation
among the shareholders.

Trading on the Tallinn Stock Exchange

Trading on the Tallinn Stock Exchange is open soniiembers each workday from 10 am to 2 pm (Taliime
zone). SAXESS, the Nordic-Baltic trading systemused in Estonia (as well as in Finland, Swedemwdy,
Denmark, Iceland, Latvia and Lithuania). The o#loturrency on the Tallinn Stock Exchange tradiygtesm is the
Euro.

There are two different types of transactions thk¢ place on the Tallinn Stock Exchange — autanmagitching and
negotiated deals. Automatic matching occurs whgndnd sell orders are matched automatically acogrth the

price and time priorities. In such case, the seitlet of a transaction always takes place on thid thichange day
after it has been concluded (T+3), unless agreeehatse by the parties.

Negotiated deals, on the other hand, can be mailegdhe regular trading period or the after-markatling period.
While the after-market trading period prices aréedained by different pricing rules, in general thece of a
security falls into the range of the best bid affdrgprices at the time of the transaction. A ctbsgnsaction has to
be entered into the system by the brokers withia {b) minutes after the transaction has been dlddegotiated
deals have to be settled among the members ofdbk exchange from one (T+1) to six (T+6) daysradtancluding
the transaction, unless agreed otherwise by theepar

The Tallinn Stock Exchange, owned by AS Tallinnards an electronically operated system that plesi
information about trading activity. This informati@onsists of the latest prices of securities,gwiof takeover and
transfer securities, price changes, highest andedbwrices, and the number and volume of transactidlso
available on the Internet site of the Stock Exclesisghews about stock exchanges, statistics, epridgs, and other
transaction related information. Information tratonfidential and can alter the price of a segisinot disclosed to
the public.

However, AS Tallinna Bors is required to providethe relevant information about the transactigis:the time
when the transaction was completed; (2) the idestif the market members participating in thega&tion; (3) the
names of the securities traded; and (4) the ampnatsinal values and prices of the traded secaritie addition to
the aforementioned data, the Tallinn Stock ExchaRgkes demand availability of all other informatiabout the
transaction that might be needed.

To guarantee higher liquidity of a security, thetlig and Supervisory Committee of the Tallinn 8t&xchange
has the right to demand that an issuer entersantoarket-making contract with a member of the mallBtock
Exchange.

Supervision of the Tallinn Stock Exchange and of Tading on the Tallinn Stock Exchange

The Estonian Financial Supervision Authority (“EF$As the agency that supervises the Tallinn StBgkhange
under the rules established by the Financial Suganw Authority Act. The main purpose of the EFSAnt only to
ensure the reliable and secure operation of thek starket but also of the financial sector as alethlmn addition to
the EFSA, the Listing and Supervisory Committe¢hef Tallinn Stock Exchange has a specific dutyrisuee that
the members of the Tallinn Stock Exchange also ¢pmijth applicable rules and regulations.

The price formation of the traded securities isesuised by AS Tallinna Boérs, owner of the Tallinlm& Exchange.
Transactions that can unfairly alter the price oBexrurity (e.g. transactions based on inside indbion or
manipulating the market) are strictly prohibitedl guspicious transactions must be notified by Tiadlinn Stock
Exchange to the EFSA immediately.

Disclosure of Information about Transactions and Shareholders

Whenever a person acquires (directly or indirectlgne or in concert with a third party) 5%, 109%%& 33%, 50%
or 66% of all shares issued by one public limiteampany, such person must inform the Estonian Fiahnc
Supervision Authority (EFSA), the public limited mpany and the account holder about the number afesh
obtained from the transaction. These same rulesagiply to the investor whose shareholding falleweany of the
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same levels. Exceptions to the above requiremeatsha granted by EFSA alone. The same requirenpgiea to
holders of nominee accounts, who must report toBR8A when a particular account exceeds or fallsvbéhe
above-mentioned thresholds.

It is prohibited to enter into agreements concegrshares of a public limited company that resfriee transfers in
the market or have a significant impact on theegun€ a security, and the public limited companyoired in such
transactions must report to the EFSA.

In addition, the Rules of the Tallinn Stock Excharigclude certain specific regulations related remsactions
entered into by an issuer and involving its owrusigies.

Abuse of the Stock Market

According to the Securities Market Act, abuse of gtock market is defined as either mishandlingnsfde
information or manipulating the market. Provisiafiighe Securities Market Act relating to disclosofeconfidential
information also apply to securities that are mati¢éd on the Estonian Stock market or in any ofntleenber states
of the European Economic Area, but whose value mi#gpen the financial instruments traded on thosekets.

According to the Estonian Securities Market Actysider information” is defined as specific inforioat that
directly relates to the issuer or its securitiesnohg numerous other things, this includes inforamaton the
operations and future prospects of the issuerfanss not yet officially disclosed. When such mmhation is made
public, there is an increased risk of fluctuatiansthe price of the relevant security and relatetivétive
instruments. There are certain specific rules @m3kcurities Market Act that help establishedpgéticular piece of
insider information can be released or not.

Insider information can only be possessed by “iestl As defined in the Securities Market Act, asider is a

member of the management of the issuer, a personoltains access to insider information in disceasfjhis/her

professional duties or a shareholder with over B8ke in the issuer, as well as certain third persaich as friends
and relatives who knowingly obtain insider inforioatfrom the insider.

Insider information is usually regarded to be mézbwashen used as a basis for transactions (or asiafor advice to
third parties) or disclosed to the public. The B&o Securities Market Act establishes a numbedvhinistrative
offences related to insider information that araigiable with fines of various gravity.

In addition to administrative liability as outlinethove, criminal liability is stipulated under thetonian Penal Code
for certain offenses in the field of securitiesdiray. In particular, (i) the acquisition or dispbsd a financial
instrument made on the basis of inside informafionthe advise to do so), as well as (ii) markenipalation
(defined as transactions, transaction orders arnmétion aimed at or potentially capable of mislegdnvestors
with the purpose of influencing the price of a fic&l instrument) by a person holding shares inrélevant issuer
or being an employee or an official of the releviastier is punishable by a monetary penalty orouprtee years in
prison.

In order to reduce the risk of the abuse of insidésrmation, each issuer whose shares are listethe Stock
Exchange is required to establish internal infofamatules, extending to individuals who are relatedhe issuer.
The connection can be directly through the issiheough its subsidiary, or through its parent utedéng.

Members of the management, officials of the compamyindividuals related to them are forbidden fraising
insider information for their personal benefit.idtillegal to take advantage of short-term pricardes and trade
during time periods when trading is not accesdiblether members of the market. Exclusions to tiekss can only
be made by the Listing and Supervisory CommittethefTallinn Stock Exchange.

Since the Tallinn Stock Exchange has complete oboirer the Estonian stock market, the ECRS mustigde it
with information about all the trades taking placethe market. Besides guaranteeing the securdidaimg of the
market, this also helps detect and avoid illegaditrg on the basis of insider information.

Obligatory Takeover Bid

An obligatory takeover bid must be made by a stadeln who, acting alone or in concert with othegajns
dominant control over a company whose shares stegllon the Tallinn Stock Exchange.

According to the law, dominant control is obtaingden a person: (i) owns over 50% of the votes smpred by
shares; or (ii) as a shareholder of the comparg/ e right to assign or recall a majority of thaddgement Board
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or Council of the company; or (iii) as a shareholofethe company, controls at least 50% of the yoépresented by
shares on the basis of an agreement entered ittiathier shareholders.

A person acquiring dominant control over a listemmpany has to make a mandatory takeover bid fothall
outstanding shares of the company within 20 dayse Estonian Financial Supervision Authority can enak
exceptions to the above rule only in special cases.

Antitrust Provisions

Under Estonian law, a merger is deemed to ariserevpeeviously independent undertakings merge ots pair
undertakings are merged or where an undertakingi@sgcontrol of the whole or a part of anotherentaking, or
of several undertakings or parts thereof, also hardertakings jointly acquire control of the wholea part of
another undertaking, or of several undertakingsaots thereof.

Further, a merger is deemed to arise where a agtaraon already controlling at least one undenglacquires
control of the whole or a part of another underigkior of several undertakings or parts thereoivbere several
natural persons already controlling at least orgettaking jointly acquire control of the whole opart of another
undertaking, or of several undertakings or pamtsebf.

A merger will be subject to control in Estonia tiwe tCompetition Board if, during the previous finahgear, the
aggregate turnover in Estonia of the parties tonieeger exceeded EEK 100 million (EUR 6.4 milliand the
aggregate turnover in Estonia of each of at least parties to the merger exceeded EEK 30 milliobdREL.9
million). However, a merger is not subject to cohtsy the Competition Board if the merger is subjeccontrol
pursuant to Council Regulation 139/2004/EC on thatrol of concentrations between undertakings, amléne
European Commission appoints the Competition Bamdhe authority competent to exercise control dher
concentration.

The Competition Board must be notified of a mergdrject to control before the entry into force lef tnerger and
after the conclusion of a merger agreement or énopmance of a transaction or other act for aéoisof parts of
the undertaking or after the performance of a @atisn or other act for acquisition of control diea the

performance of a transaction or other act for agtjon of joint control or after the announcemehagublic bid for

securities.

The Competition Board may be notified of a planmeerger subject to control also before a transaatioact for

such merger or acquisition of control is perfornoeda public bid is announced, if the parties to therger prove
their intention to perform such act or transactionf, in the case of a public bid, the partiesthie merger have
publicly announced their intention to carry outtsacbid.

Council Reqgulation on Concentration

The requirements regarding concentration contreb arise from the Council Regulation on the contbla

concentration of entrepreneurs. This regulationegos the so-called concentration with a Communitgeghsion

and therefore applies to entrepreneurs and thksitek parties, which exceed specific thresholdsabés of goods
and services. The Council Regulation on the contrfolconcentration of entrepreneurs applies onlystch

concentrations which result in a permanent chandlea ownership structure of the enterprise. Cotnagans with a
Community dimension are subject to notificatiortted European Commission before they are executed.

Concentrations with a Community dimension are a@afias those where either:

0] the total global turnover of all entrepreneursnagkpart in the concentration amounts to more tHaR E
5 billion; or
(i) the total turnover in the European Community ofreatat least two entrepreneurs taking part in the

concentration amounts to more than EUR 250,000,00@ss each of the entrepreneurs taking part in
the concentration achieves more than two-thirdssabtal turnover in the European Community in the
same member state.

Concentrations with a Community dimension are disfined as those where either:

(0 the total global turnover of all entrepreneurstakpart in the concentration amounts to more tHaR E
2,500,000,000; or
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(ii)

(i)

(iv)

in each of at least three member states, the totabver of all entrepreneurs taking part in the
concentration amounts to more than EUR 100,000,600;

in each of at least three member states, the totabver of all entrepreneurs taking part in the
concentration amounts to more than EUR 100,000,60@vhich the total turnover of at least two
entrepreneurs taking part in the concentration antsoio at least EUR 25,000,000; and

the total turnover in the European Community ofreatat least two entrepreneurs taking part in the
concentration amounts to more than EUR 100,000,00@ss each of the entrepreneurs taking part in
the concentration achieves more than two-thirdssabtal turnover in the European Community in the

same member state.
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POLISH SECURITIES MARKET

Although Company registered office is in Estoniad at is therefore a foreign entity governed bydasin law,
Polish legal considerations may also be relevaspegially with regard to the rights and obligatioassing out of
trading in the shares.

The information presented in this Section is predidor general background purposes only. Thereforegstors
should obtain an opinion of their own legal advismncerning the provisions of law related to acdigs, holding
and disposal of Shares. Capital Market Regulation.

General

The principal legal Acts governing the Polish séms market are three Acts of 29 July 2005: the éa Public
Offerings (“Polish Act on Public Offerings”), thecAon Trading in Financial Instruments (“Polish Act Trading in
Financial Instruments”); and the Act on Capital kkgrSupervision. The operation of the WSE is alseegned by
the WSE Rules.

Furthermore, on 19 September 2006 the Act of 2§ 2006 on the Supervision of the Financial Marlketc(uding
some regulations) came into force with the princagaen of centralising the supervision of the maskebnstituting
the financial market. The new supervision coveesdapital market, the insurance market and frorariudry 2008
will also cover the banking services market. Thpesuising authority is the Financial Supervisionn@nission
which beginning from 19 September 2006 took over dompetencies of the Polish Securities and Ex@hang
Commission and the Insurance and Pension Fundsngsgry Commission and as of 1 January 2008 wibal
replace the Banking Supervision Commission.

Public Offering of Securities

Subject to the exceptions provided for in the PoAst on Public Offerings, the public offering dretadmission of
securities to trading on a regulated market requihe drawing up of an issue prospectus, its apprby the
Financial Supervision Commission and making it Edé to the public.

The contents and the manner of disclosure of tbepgactus is governed by the Polish Act on Publiei@fys and
European Commission Regulation (EC) No. 809/2002%April 2004, implementing Directive 2003/71/EC€tbe
European Parliament and Commission regarding irdtion contained in prospectuses and the formabypuration
by reference and publication of such prospectusdsl&ssemination of advertisements.

Drawing up, approving and making publicly availableissue prospectus is not required, inter alighé case of a
public offering directed exclusively to qualifiedviestors or solely to investors of whom each aegusecurities
with a value, calculated in accordance with theessr sale price, of at least EUR 50,000 or thevadgnt of this
amount in PLN, determined by applying the averagdhange rate for the EUR as published by the NatiBank of
Poland on the date of determining such price.

The liability for damage caused by public discl@saf untrue information or the omission of inforioatthat should
have been included in the documents prepared adée mailable in connection with a public offerinigsecurities
or in connection with seeking admission to tradimga regulated market, rests with the issuer, titerwriter, the
guarantor, or the selling shareholder, as wellh@spgerson who prepared such information or pagteg in the
preparation thereof, unless these entities, op#reons they are responsible for, are not at fRaltsons preparing
the summary which forms part of the issue prospeaiu persons preparing the translation of thepgmosis, are
only liable for damage caused in the event thath sacsummary or translation is misleadingly inactaurar
inconsistent when read with other parts of the peotus. In addition, any person who publicly prasoshe
acquisition of securities without the statutorilgquired approval of an issue prospectus, withobimiting a
notification including an information memorandumweithout making such a document available to thielipwor to
interested investors, is subject to a fine or isgmment.

If the issuer, the selling shareholder or any o#hgity participating in a public offering for ondehalf of the issuer
or the selling shareholder, violates the law ratatto public offerings in Poland, or where thereréasonable
suspicion that such violation has occurred or megug the Financial Supervision Commission may othat the
commencement of such public offering be withheldhatt such public offering already underway be aligimued, in
each case for a period of not more than ten busidegs, omay proscribe the commencement or continuatiohef t
public offering.
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The securities to be admitted to trading exist émdterialized form as of the date of their regigiraunder the
agreement with the KDPW. The rights attached tad#materialized securities arise as of the momaatt securities
are first registered in a securities account andeirio the benefit of the account holder. Undeagreement on the
transfer of securities which have been admitteplutalic trading, such securities are transferredfabe moment the
relevant entry is made in the securities account.

The Warsaw Stock Exchange (WSE)

As of the date hereof, the WSE, which resumed dioasaon 16 April 1991 after a 52-year suspensi®the only
stock exchange in Poland. As at the end of April22AL7 securities houses, eight banks and 12 foeigjities were
members of the WSE. As at the same date, the sb&/236 companies (12 foreign) and 34 investment$y as
well as 58 treasury and corporate bond issues ligteel on the WSE and the total market capitalargtiof listed
companies was approximately PLN 765 billion.

Under current regulations, all transactions areactelivery against payment basis, with the transeferights in
securities occurring upon settlement on a T+3 b&sish investor must hold a securities accountaacaish account
with a local broker or custodian, and each brolscépt affiliated brokers) and custodian must heolsecurities
account in the KDPW and maintain a cash accourt avitlearing bank.

All securities offered in a public offering or adted to trading on a regulated market exist in artificated
(dematerialized) form only. Shareholders are sepplivith depository receipts and account statemfata the
broker or custodian with whom they have an account.

According to the detailed provisions concerningleetent contained in the WSE Rules and in the rolethe
KDPW, the KDPW is required to arrange, on the badigontract notes submitted by WSE members, fer th
settlement of transactions executed between WSEbmesmin turn, WSE members co-ordinate settleméiht tive
clients on whose account the transactions wereutsec

Stock Exchange Trading Mechanisms

Trading sessions on the WSE are held regularly fsdonday to Friday from 9:00 a.m. to 4:35 p.m. Wargane,

unless the WSE management board decides other@ig®ations are made in a continuous trading systein a

single-price system with one or two auctions. Iditidn, for large blocks of securities, so-calldddk transactions
outside of the public order book are possible.

Information as to price and trading volume, togethigh surpluses or reductions in sale and purcloagers and any
specific rights (i.e. pre-emption or dividend righattached to the relevant securities, are pudistaily in the WSE
Quotation, the official journal of the WSE, and améso available on the official website of the WSE

www.gpw.com.pl

Continuous trading on the WSE starts with the annement of the opening price and closes with timancement
of the closing price. The opening and closing [wieee determined on the basis of brokers’ ordés types of
which are determined by the management board ofWISE. In determining opening and closing price® th
following rules apply in order of priority:

0] maximizing the value of turnover;

(i) minimizing the difference between the number olsiies in sell orders and buy orders, which may be
executed at the determined price; and

(iii) minimizing the difference between the price beistedmined and the reference price.

Once announced, the opening (or closing) priclasprice at which the transactions at the operinglpsing) are
made.

In the continuous trading system, price fluctuatioare restricted. Accordingly, within one tradingyd the
transaction price and the closing price may notease or decrease by more than 10% with respeshaoes
compared to the closing price of the previous trgdiay. As a rule, in the case of market-balaneictiyities, the
chairman of the session may change price varidtimits. The maximum permissible variation, howeuaagy not
exceed 21% with respect to shares. If, during #terdhination of the opening (or closing) price,ietyent market
occurs, the chairman of the session will annouheeopening (or closing) of continuous trading amal price of the
first transaction made in the continuous tradingtesy session will be the opening price and theepoicthe last
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transaction in the session will be the closing @ari©rders awaiting execution are executed in tharipr of their
limit price and, where limit prices are equal, e friority in which they have been accepted opldiged.

Off-session trading may be executed if certain guadeds set forth in the WSE Rules are followed.-s@fsion
transactions (block transactions) are possibléafgyer blocks of securities, if at least one WSHEnier firm submits
buy and sell orders for the same price, securityrarmber of shares. A block transaction must balequ/alue to at
least:

0] PLN 250,000 in respect of shares listed on the Wlh market and included in the Warsaw Stock
Index - WIG 20 (index of the 20 most actively trddmmpanies);

(i) PLN 100,000 in respect of other shares tradeddrctimtinuous trading system on the WSE; or
(iii) PLN 20,000 in respect of shares traded in the sipgte system on the WSE.

The difference between the price of a security ogk transaction and its price from the tradiegsion preceding
the transaction date, cannot exceed 10%, if a hi@sisaction is executed during the trading sessiothe WSE.
When a block transaction is executed following ¢inel of a trading session on the WSE, the pricesdégurities in
the block transaction cannot be more than 40% hititan a reference rate equal to the arithmeticatage of the
prices of all transactions in the relevant seasitiuring the last trading session on the WSE agakuored by the
value and the volume of such transactions, unles$\USE management board agrees to waive thess.limit

Securities commissions in Poland are not fixedhgyWSE or other regulatory bodies, but depend ersite of the
transaction and the securities house executingahsaction.

Insider Trading

The Polish Act on Trading in Financial Instrumedtfines “inside information” as any information afprecise
nature, relating, directly or indirectly, to onerpre issuers of financial instruments, or acquisg or disposals of
such instruments, which has not been made pubtioadrich, if made public, would be likely to havesignificant
effect on the prices of financial instruments dated derivative financial instruments.

Anyone who gains confidential information by virteé membership of the governing bodies of a compéyy
virtue of an interest in the share capital of tbenpany, or as a result of having access to corf@enformation in
connection with employment, or a mandate or angmtontract or any legal relationship of a simitature, is
prohibited from using such information. Actions sa@tered as a prohibited use of confidential infdfama include:

0] acquiring or disposing of, for one’s own accounfarthe account of a third party, any of the is&ue
shares, derivative rights attached thereto or dthancial instruments related to such shares;

(i) recommending or inducing other persons to acquimigpose of any financial instruments affected by
the confidential information;

(iii) enabling or facilitating confidential informatioegarding one or more share issuers, or the isduer o
any other financial instruments, to be obtainecdbwnauthorized person.

Under the Act on Trading in Financial Instrumetsy person publicizing or using inside informatiorviolation of
the law, may be guilty of an offence punishableitmprisonment and/or a fine. The maximum fine thah de
imposed will not exceed PLN 5,000,000; whereasléhgth of imprisonment depends on the type of tiotaand
can range from one month to eight years.

The next restriction introduced under the Polishdwx Trading in Financial Instruments concerns angyders who,
during the restricted period, may not acquire @pdse of financial instruments, for their own aatoor for the
account of a third party. The restricted periodsagfined as: (i) the period between a primarydesgaining inside
information concerning the issuer of the finandmgtruments and the time such information is maaldip; (i) in
the case of an annual report — a period of two h®ptreceding the publication of such report, cghbrter, the
period between the end of the given financial yead the publication of such report; (iii) in theseaof a semi-
annual report - a period of one month precedingptligication of such report, or if shorter, theipdrbetween the
end of the given half-year and the publication wéts report; (iv) in the case of a quarterly repog period of
between the end of two weeks preceding the pulditatf such report, or if shorter, the period betwehe end of
the given quarter and the publication of such repor
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If an insider violates the prohibition during thestricted periods, the Polish Securities and ExghaDommission
may impose a pecuniary penalty of up to PLN 200@98uch person by way of a decision.

In addition, pursuant to Art. 160 of the Act on dirsg in Financial Instruments, persons who are nembf the
issuer's management or supervisory bodies or whassuer’'s proxies, as well as persons who holdagement
posts in the organisational structure of the issungl have access to inside information of the isate obligated to
notify the Financial Supervision Commission and igguer of any transactions executed by them feir thwn
account, whereby they acquire or dispose of anyersshares or financial instruments related toigkeer shares.
This obligation also applies to transactions bgted persons of the persons specified above, dsridein Art. 160,
paragraph 2 of the Act on Trading in Financial fastents. Any violation of the requirements providedin Art
160 of the Act on Trading in Financial Instrumeistsubject to a pecuniary penalty of up to PLN 000,

Disclosure Requirements

An issuer whose securities are sought to be adirtittérading on a regulated market, or are admitetlading on
such a market, should simultaneously provide théovfing information to the Polish Financial Supesioin
Commission and to the WSE and, 20 minutes thereafi®o make it available to the public inside mfation (as
defined above). In addition, under the Regulatibthe Minister of Finance of Poland, dated 19 Oeto®005, on
current and interim information to be disclosedigguers of securities (Dz. U. of 2005, No 209, itéWv4, as
amended) the Company will be obliged to dischatgaluties to publish current and interim informatithrough
providing in the manner described above informapablished on Tallinn Stock Exchange in accordanitk the
relevant Estonian provisions of Law.

Acquisitions and Disposals of Substantial Blocks dhares

Requirement to Notify the Polish Financial SupgonsCommission

In accordance with Art. 69, paragraph 1 of the éxtublic Offerings, anyone who:

() has reached or exceeded the threshold of 5%, 10%, 25%, 33%, 50% or 75% of the total vote in a
public company; or

(i) holds at least 5%, 10%, 20%, 25%, 33%, 50% or 75%etotal vote in such a company and, as a
result of reducing this share, holds respectivély, 20%, 20%, 25%, 33%, 50% or 75% or less of the
total vote,

is obliged to notify the Financial Supervision Corssion within four days of the date of change ia sihhare of the
total vote or from the date on which such persamrled of such a change or could have learned sfiéd such a
person applied due care.

According to Art. 69, paragraph 2 of the Act on Rubfferings, the duty to notify the Polish FindacSupervision
Commission and the relevant publicly traded compaeg applies if the shares of a company tradetherofficial
exchange market representing at least 2% of tla¢ vote at a shareholders’ meeting are purchasewldrby any
shareholder who already owns shares representing tinan 10% of the total vote at a general meefihg. duty to
notify the Polish Financial Supervision Commissimd the relevant publicly traded company arises aisthe
event when any person who holds shares representing than 33% of the total vote at a general mggiurchases
or sells shares of this public company represergtigast 1% of the total vote at a general meeting

Tender Offer

Pursuant to Art. 72 of the Polish Act on Public €iifigs, any acquisition of such a quantity of skarea public
company that results in an increase in the propoxti the total vote by more than:

() 10% of the total vote in a period of less than @9sdby an entity, whose share of the total vothis
company is less than 33%;

(i) 5% of the total vote in a period of less than 12ths by a shareholder, whose share in the total inot
this company amounts to at least 33%,

may only take place through the announcement @hnder offer to subscribe for the sale or conversibthese
shares.

Pursuant to Art. 73 of the Polish Act on Public édifiigs, 33% of the total vote in a public compangynonly be
exceeded as a result of a tender offer to acquirexchange shares in such a company, concerningrder of
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shares which confers the right to at least 66%heftotal vote, unless the 33% threshold is to lmeeded as a result
of a tender offer referred to in Art. 74 of the iBblAct on Public Offerings.

Pursuant to Art. 74, paragraph 1 of the Polish @&ctPublic Offerings, 66% of the total vote in a fiwlzompany
may only be exceeded as a result of a tender wifacquire or exchange the remaining shares irctirigpany.

Pursuant to Art. 75, paragraph 4 of the Polish@tPublic Offerings, shares encumbered with a gedgy not be
traded until the pledge expires, with the exceptibthe case in which these shares are purchaggerfiormance of
an agreement on the creation of financial colldtasadefined by the Act on Certain Types of FinahCollateral.

In accordance with Art. 77 of the Polish Act on RulDfferings, a tender offer may only be announeér the
creation of collateral by the person making thelegroffer for not less than 100% of the value &f shares covered
by the tender. The collateral should be documemniitld a certificate from the bank or other financiastitution
which granted, or intermediated in the grantingtb& collateral. The tender offer is announced eadied out
through the agency of an entity conducting seasitictivities in the territory of Poland, whichaisliged — within
seven working days before the opening of the siftsmn period — to simultaneously notify the Finabc
Supervision Commission and the company managingetpalated market on which the given shares ar¢equof
the intention to announce the tender offer. A teraffer may not be abandoned, unless another eatibpunces a
tender offer for the same shares after the firsleée is announced. A tender offer for the remairshgres in a given
company may be abandoned only if another entitpances a tender offer for the remaining sharekércompany
at a price not lower than the price of the firstder offer.

Squeeze-out

In accordance with Art. 82 of the Polish Act on RulOfferings, a shareholder in a public companyow
independently or jointly with its subsidiaries, @ar entities, or entities with which the shareholigs concluded the
agreement referred to in Art. 87, paragraph 1.3hef Polish Act on Public Offerings (i.e. a written verbal
understanding on the acquisition of shares in ti#ip company by the entities that are partieshis ainderstanding
or on consistent voting at the general meeting attars of importance to the company), has reachaekeeeded
90% of the total vote in this company, is entittedhe right to demand the sale of all shares hglthe remaining
shareholders (mandatory buyout). The acquisitioshafres in a mandatory buyout does not requiredhsent of
the shareholder to whom the demand is addresseanAounced mandatory buyout may not be abandoned.

Sell-out

In accordance with Art. 83 of the Polish Act on Rul®fferings, a shareholder in a public companyrdamand
that his shares be acquired by another sharehweltier has reached or exceeded 90% of the total vothis
company. The shareholder that has reached or ea@de¥¥%6 of the total vote, as well as its subsid&gdnd parent
entities, are jointly and severally obliged to mas to this demand within 30 days of the date&itbmission. The
obligation to acquire the shares from the sharedrotdsts jointly and severally on every party te Hgreement
referred to in Art. 87, paragraph 1.5 of the Polishon Public Offerings, if the parties to the @gment jointly hold,
together with their parent entities and subsidgra least 90% of the total vote.

Entities Subject to the Obligations Related to kadSubstantial Blocks of Shares

In accordance with Art. 87 of the Polish Act on Rul®Dfferings, the obligations specified in the wéagions on
significant blocks of shares rest:

0] on the entity that reached or exceeded the thrdshiothe total vote specified in the Polish Act on
Public Offerings in connection with: (a) the ocante of a legal event other than a legal actionth@®
acquisition or disposal of bonds convertible infoublic company’s shares or deposit receipts isgued
connection with the shares of such a company, leeratecurities conferring the right or obligation t
acquire shares in the company; or (c) obtainingsthtus of a parent entity of an incorporated cargpa
or another legal person holding a public compasiigres or of a different incorporated company or a
different legal person which is the parent entifythe public company, or the occurrence of another
legal event related to the subsidiary;

(i) on an investment fund — also in the event thatvargithreshold of the total vote specified in these
regulations is reached or exceeded in connectidh shares held jointly by other investment funds
managed by the same management company or othestiment funds established outside of the
territory of Poland but managed by the same company
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(iii) on the entity who reaches or exceeds the givestibid of the total vote specified in these regalati
in connection with shares held: (a) by a third part its own behalf, but upon the instruction offar
the benefit of the entity, except shares acquiregarformance of the actions referred to in Art, 69
paragraph 2.2 of the Act on Trading in Financiatiaments; (b) in performance of the actions refirr
to in Art. 69, paragraph 2.4 of the Act on Tradingrinancial Instruments — with regard to the shane
a managed securities portfolios under which thistyeras the portfolio manager, may exercise voting
rights at the general meeting on behalf of its @pals; (c) by a third party with which this entity
entered into an agreement concerning the trangtbeaight to exercise voting rights;

(iv) on an entity conducting securities activities ire tterritory of Poland, which in its capacity as a
representative of security holders in relationdhwigsuers of such securities, exercises upon ctgtru
by a third party the voting rights in a public caany, unless the third party provided a binding
instruction on how the entity is to vote;

(v) jointly on all entities bound by a written or orafjreement on the acquisition of shares in a public
company or on their consistent voting at the gdnmaeseting regarding issues material to the company,
even if only one of these entities has taken or intended to take actions giving rise to such
obligations; and

(vi) on entities that enter into such an agreementfagee to in the previous paragraph, holding shares
public company whose aggregate number confersighé to such a number of votes which results in
reaching or exceeding a given threshold as spddifi¢hese regulations.

In the cases referred to in the last two sub-pagdtg, the obligations specified in the regulationssubstantial
blocks of shares may be performed by one of thiégsatio the agreement, as specified by the patereto.

The obligations specified in the regulations onssaibtial blocks of shares also arise if the votights are attached
to:

0] securities comprising collateral; this does nothapp situations in which the entity for the benedff
which the collateral was established, has the tiglexercise voting rights and declares its intento
exercise that right - in such case the voting sgite deemed to be held by the entity for the littokef
which the collateral was established;

(i) shares which confer the voting rights on a givetitepersonally and for life; or
(iii) securities deposited or registered with an enttyctv may dispose of them at its own discretion.

In accordance with Art. 88 of the Polish Act on RuBfferings, bonds that are convertible into dlxicompany’s
shares and deposit notes issued in connectionswith a company’s shares are considered secut@ieg)ich such
a share of the total number of votes as the halfiéhese securities may achieve as a result o€din@ersion into
shares is related. This applies respectively t@rofiecurities, from which the right or duty to aicgushares in a
public company arises.

According to Art. 89, paragraph 1 of the Polish Act Public Offerings, the shareholder may not d@gergoting
rights conferred by:

0] shares of a public company which are the subjeetlefjal action or other legal events resultinthim
given threshold of the total vote being reacheéxaeeded if this threshold is reached or exceenled i
breach of the obligations to notify the Financiap&rvision Commission, to dispose of the sharese or
announce the tender offer specified respectivefrtn69, Art. 72, paragraph 1 or Art. 73, paradrdp
of the Polish Act on Public Offerings;

(i) all the shares in a public company, if the thredladl66% of the total vote is exceeded in breacthef
obligations to announce the tender offer speciiiedrt. 74, paragraph 1 of the Polish Act on Public
Offerings; and

(iii) the shares in a public company acquired as pdtteofender offer at a price set in breach of thg th
propose a so-called fair price per share in theasabpecified in Art. 79 of the Polish Act on Habl
Offerings.

Subject to the provisions of other acts, votindntsgin a public company exercised in breach ofath@ve restriction
are not counted when establishing the result afta @n a resolution of the general meeting.
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TERMS AND CONDITIONS OF THE OFFERING
General

The Principal Shareholder is offering up to 6,238,3six million, two hundred and twenty-one thousathree
hundred and thirty-eight) ordinary shares (thH@ffér Shares’) for sale in: (i) a public offering directed to
Institutional Investors in Poland (théPtblic Offering”); and (ii) a private placement to selected Insiitnal
Investors outside of the United States in certdinriember states other than Poland in compliande Retgulation
S under the U.S. Securities Act of 1933, as amefithedPrivate Placement and jointly with the Public Offering,
the “Offering”). For further information on the selling restiarts, please refer to the Section title8etling
Restrictions.

In connection with and immediately after the Offigri the Company will issue up to 2,052,802 (twolioml fifty-

two thousand, eight hundred and two) new shares“flew Share$) to the Principal Shareholder at an issue price
equal to the price per share at which the Offer&huwill be sold in the Offering less the underimgtcommissions.
The issue price for the New Shares will be paidhgySelling Shareholder from the proceeds of tHer(di.

Eligible Investors

The Offering is addressed to Institutional Investor Poland and to selected Institutional Investorsertain EU
member states.

Only such prospective Institutional Investors vl eligible to participate in the Offering who athy the time of
placing their orders (before the end of the Supsion Period) have opened securities accounts avithies of their
choice which are licensed to provide such serwidgésn the territory of the Republic of Poland.

Selected Institutional Investors will be invited the Lead Manager to participate in the book-bnddprocess (as
detailed below).

Entities managing portfolios of securities on béledltheir clients should liaise with the Lead Mgea in order to
discuss actions required to place subscriptionrserfie their clients.

Expected Timetable of the Offering

The Offering will be conducted pursuant to thedwling indicative timetable:

6 July — 11 July 2007 Book-building process amanmsgiitutional Investors

11 July 2007 Determination of the Offer Price amel final number of Offer Shares
12 July — 13 July 2007  Subscription Period

16 July 2007 Allotment Date

By 31 July 2007 Listing of the Offer Shares on YM8E

The Principal Shareholder, with the agreement efltebad Manager and the Company, reserves thetagitange
the above timetable of the Offering, including theges for accepting subscription orders. Infornmatio timetable
changes, if any, shall be published in the samenevaas this Prospectus.

Investors who have already agreed to purchasebscebe for shares before the publication of infation on Offer
Price and Final Number of Offer Shares have thietrigxercisable within two working days after theblication of
such information, to withdraw their acceptances.
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Book-Building

Prior to the commencement of the Subscription Be@abook-building process will take place amorgstitutional
Investors invited by the Managers during which siredtitutional Investors interested in subscribfog the Offer
Shares will indicate the number of the Offer Shahey will be willing to acquire and the offer pgiat which they
will be willing to subscribe for the Offer Shares.

Determination of the Offer Price

The Offer Price will be determined by the Princifdlareholder and the Company, with the agreemetiteof ead
Manager, following the completion of the book-birnlgl process among the Institutional Investors.

The Offer Price will be determined based on théofaihg criteria and rules: (i) the current and eiptated situation
on the Polish and international capital market$;tlie assessment of the growth prospects, ristofa@nd other
information relating to the Company’s activitiesdescribed in this Prospectus; and (iii) the boalteling process.

The Offer Price will be expressed in PLN. The infiation on the final Offer Price will be announcedthie same
manner as this Prospectus has been published libfocemmencement of the Subscription Period

Final Number of Offer Shares

The Principal Shareholder, with the agreement eflttad Manager, may decide to reduce the final murobthe
Offer Shares based on the following terms andriaitéi) the volume and quality of the demand foe Offer Shares
from Institutional Investors, in particular intetimal Institutional Investors, during the bookddling process; (ii)
the anticipated demand from various groups of itoresduring the period of the first 30 days frone tihate the
Shares are listed on the WSE; and (iii) the cureamt anticipated situation on the Polish and irstgomal capital
markets. The information on the final number of fer Shares will be published in the same marasethis
Prospectus and through the information systemeofitilinn Stock Exchange.

Rules Governing Placing of Subscription Orders folShares

Subscription orders from Institutional Investorsllviie accepted at the registered office of the Lééahager
(UniCredit CA IB Polska S.A., ul. Emilii Plater 58yarsaw, Poland). For information on detailed rigeserning
the placement of subscription orders, in particu{@rthe documents required if an order is plabgda statutory
representative, proxy or any other person actingeimalf of an investor; and (ii) a possibility daping orders and
deposit instructions in a form other than the writform, Institutional Investors should contact ltlead Manager.

Investors have the right to place multiple subdriporders, provided the aggregate number of tfferGhares
subscribed for by one investor is not greater ttentotal number of Offer Shares. Subscription wder a total
number of Shares greater than the number of ther @fiares shall be considered to be orders fafahe Offer
Shares. The subscription order placed by an investist be given for at least one Offer Share.

Subscription orders must be placed on subscrifitions made available at the securities houses tingegrders for
Shares or through fax, telephone or other eleatranéans of communication if the security house patiog
subscription orders provides for such possibilitgl & compliance with the terms and conditionsdsatn for such
placement.

By placing subscription orders, each of the progpednvestors will be deemed to have read the [frctsis,

accepted the terms of the Offering, consented togballotted a lower number of Offer Shares tha@ tiumber

specified in such investor’s subscription ordergoonot being allotted any Offer Shares at alkspant to the terms
and conditions set forth in the Prospectus.

Subscription orders from Institutional Investordlwie accepted only from prospective investors ahar by the
time of placing their orders (before the end of Swbscription Period), will have opened securitiesounts with
entities of their choice, which are licensed tovie such services within the territory of the Rigjpriof Poland.

Rules Governing Payment for Shares

Institutional Investors placing subscription ordsheuld pay for Offer Shares no later than by the: & the relevant
Subscription Period. If an order is not paid ugdulh, it shall be valid for the number of Offer Ska corresponding
to the amount paid by the investor, ignoring fraéil entitlements. Payments should be transfeoedith account
as indicated by the investment firm accepting thessription order for the Shares.
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Allotment of Shares

The total number of Offer Shares allotted to th&itational Investors will be determined by the dédanager, at its
discretion, subject to the Principal Shareholdedssent. The minimum allotment in the Offering vai# one Share,
regardless of how many Shares were ordered andghravhom the subscription order has been placethgui
prejudice to the possibility of the Lead Managdoadting no Shares at all to certain investorsigiggting in the
Offering).

The final number of the Shares to be allotted sidititional Investors shall be published, followithge completion
of the Subscription Period, in the same mannehiasProspectus.

The final allotment of the Offer Shares is expedtedake place on or about 16 July 2007 (tAéddtment Date”).
No preferential treatment shall be given to, arereéhwill be no discrimination against, any investor groups of
investors participating in the Offering.

Offer Shares shall be allotted to Institutionaldators participating in the Offering, subject te fall payment for
the Shares they subscribed for in accordance Wwétptovisions set forth in this Prospectus, inftte instance to
those Institutional Investors who have been inviigdhe Lead Manager to participate in the booKeling and will
be included in the allotment list prepared by thiedipal Shareholder, based upon the recommendatidnwith the
agreement of the Lead Manager. The allocation dér(8hares to particular Institutional Investorstiggating in
the Offering will be determined by the Lead Managar its discretion, subject to the consent of Ehancipal
Shareholder.

Institutional Investors participating in the Offegi will be notified about their allocations of OffShares by the
Lead Manager.

All Offer Shares will be delivered to investors the same time by way of registration of such Shametheir
securities accounts through the facilities of tH2FV.

Dilution

Assuming that all of the Offer Shares are sold essalt of the Offering and all of the New Shares subscribed for
by the Principal Shareholder, following the Offgricompanies controlled by Indrek Rahumaa (including
Principal Shareholder, SIA Alta Capital Partnersl @ Investeerimisvabrik) will hold approximatel®.29% of
the share capital of the Company and the overatibar of votes at the General Meeting (including $itrares set
aside to satisfy the afore-mentioned managemeidrgpt

The shareholding of such shareholders of the Coypnpdo held the Company’s Shares immediately priothe
Offering will be diluted as a result of the issuaraf the New Shares to not more than 94.87% of theginal
shareholding.

Settlement

The registration of the Shares in investors’ séi@sriaccounts in their securities houses or custodanks shall be
made through the KDPW once the Shares have beeittedio trading on the WSE on or around the Allet
Date.

Abandonment of the Offering

The Principal Shareholder may abandon the Offedngny part thereof at any time before the begiprohthe
Subscription Period, without disclosing any reafwrdoing so.

The Principal Shareholder may also cancel the @ffeor any part thereof at any time after the opgrof the

Subscription Period if proceeding with the Offeriisgconsidered impracticable or inadvisable. Swedsons may
include, but are not limited to: (i) a general ®rsgion or material limitation in trading in secig® on the WSE; (ii)
sudden and material adverse change in the economjoolitical situation in Poland, Estonia and anjev

jurisdictions in which the Group operates or woiidey (iii) a material loss or interference with tii&roup’s

business; (iv) the insufficiency, in the opiniontbé Company, the Principal Shareholder or the Iidadager of the
expected free float of the Shares on the WSE off &inn Stock Exchange; or (v) any change or deweient in or
affecting the general affairs, management, findnpiasition, shareholder equity or results of thempany’'s

operations or the operations of its subsidiariea material adverse way. In such event, subscrigirders for the
Offer Shares that have been made will be disregam@ted any subscription payments made will be neiwithout

interest or any other compensation, net of trarsfets.

125



Listing of Shares

The Shares are dematerialised and will be registerth the KDPW. An application will be made to tWSE for
the admission of all of the Company’s Shares, ihiclg the Offer Shares and the New Shares for ¢jsbim the main
market in the continuous trading system. Tradinghie Offer Shares and other existing Shares orWWB& is
expected to commence by 31 July 2007.

In connection with the issue of New Shares the Gomapwill apply for the listing of all such New Slearon the
Main List of the Tallinn Stock Exchange. The ligtiof the New Shares on the Main List of the Talli@tock
Exchange is expected in parallel with the listimgtile WSE. Trading in the New Shares is expectetmomence in
the middle of August 2007.

Offeror

The Company and the Principal Shareholders haveiatgpl the Lead Manager (i.e. UniCredit CA IB PalskA.)
to act as the intermediary with respect to the Offieares for the purposes of the Offering and thmission of the
Shares (including the New Shares) to trading omtaan market of the WSE.
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UNDERWRITING
Underwriting Agreement

The Selling Shareholders, the Issuer and the Leadalgler, Bank Austria Creditanstalt AG (the “BACAdgether
with the Lead Manager, “CA IB”) and Suprema Se@sitAS (“Suprema Securities” together with BACA €th
Underwriters”) will enter into an underwriting agmaent (“Underwriting Agreement”) pursuant to whithe
Underwriter will commit to acquire those Offer Ska(or cause that other undertakings acquire stien Shares)
that fail to be acquired by the Eligible Investeesommended by Lead Manager. The Managers haveseaemally,
but not jointly, agreed to subscribe and pay forpmcure the purchase of, the Offer Shares aOtfier Price per
Offer Share as follows:

Manager Percentage of Offer Shares

Bank Austria Creditanstalt AG up to 80%
Suprema Securities AS up to 20%
Total 100%

The Managers will be entitled to a commission cstingj of a selling fee, an underwriting fee andanagement fee
based on the percentage of the gross revenue frersale of the Offer Shares (the charge will depemnthe final
number of Offer Shares and the Offer Price). Theldswriter's obligation will be conditional upon,tér alia, the
conclusion of a price annex to the Underwriting @gment on the day of determination of the Offecd(IPrice
Annex’). The number of Offer Shares subject to the uwiigng obligation will be specified in the PricenAex.
The Selling Shareholders the Company will commiiniemnify CA IB and Suprema Securities and ottpercgic
persons and hold them harmless against any lwhilit performance in connection with specific dutid$he
Company and the Selling Shareholder will reimb@#¢B and Suprema Securities from certain costs.

Lock-Up Agreements

The Company and the Principal Shareholder have @adbrtaken that without the consent of the Leadader, for

a period of 180 days after the Settlement Date thidynot, and will procure that none of their redd persons or
persons acting on their behalf, will: (a) offerll seontract to sell, charge assign, issue optmmwarrants in respect
of, grant any option to purchase or otherwise dispof, directly or indirectly, any Shares (or arljes securities
convertible into or exchangeable for Shares or Wis&rry rights to subscribe for or purchase Shate})enter into

any transaction (including a derivative transadtioaving an effect on the market in the Shareslaind that of a

sale of Shares; (c) deposit any Shares (or any stwurities convertible into or exchangeable foar®s or which

carry rights to subscribe for or purchase Shamas) any depository receipt facility; or (d) pubjichnnounce any
intention to do any of the above.

Other Relationships

The Lead Manager and its respective affiliates lengaged in, and may in the future engage in, tim&st banking
and other commercial dealings in the ordinary cewfbusiness with the Company and the Principakr&iolder
and any of their respective affiliates. The Leadnkiger and its respective affiliates have receivedi may in the
future receive customary fees and commissionshfesed transactions and services.
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SELLING RESTRICTIONS
General

No action has been or will be taken in any jurisdit other than Poland or Estonia that would peranjiublic
offering of the Offer Shares or the possessiomutation or distribution of this Prospectus or antlger information
relating to the Company or the Offer Shares in ather jurisdiction where action for that purposerasjuired.
Accordingly, the Offer Shares may not be sold, atlyeor indirectly, and neither this Prospectus oy other
offering material or advertisement in connectiothwhe Offer Shares may be distributed or publisimeany form
or in any country except under circumstances thiaresult in compliance of such actions with arpplcable laws,
rules and regulations of any such country or juctsoh.

United States

The Offer Shares have not been and will not bestegid under the U.S. Securities Act or with angusgées
regulatory authority in the United States, will that offered, sold or otherwise transferred withia United States or
to any US Person (as definied under RegulationTBg. Offer Shares are being offered and sold ontgide the
United States in reliance on Regulation S.

European Economic Area

In relation to each member state of the EEA whieb lmplemented the Prospectus Directive (each,edetRnt
Member State”) with effect from and including thatel on which the Prospectus Directive is implentiethat

Relevant Member State (the “Relevant Implementabate”) the Offer Shares will not be offered to fheblic in

that Relevant Member State prior to the publicatiba Prospectus in relation to the Offer Sharexlwhas been
approved by the competent authority in that Relewdember State or, where appropriate, approvedniother

Relevant Member State and notified to the compedettority in that Relevant Member State, all icadance
with the Prospectus Directive, except that the Offbares may, with effect from and including theleRant

Implementation Date, be offered to the public iattRelevant Member State at any time:

(i) to legal entities which are authorized or reguldatedperate in the financial markets or, if notasthorized
or regulated, whose corporate purpose is soleiyest in securities;

(i) to any legal entity which has two or more of (a) arerage of at least 250 employees during the last
financial year; (b) a total balance sheet of méi@ntEUR 43,000,000; and (c) an annual net turnofer
more than EUR 50,000,000, as shown in its last alnmruconsolidated accounts; or

(i) in any other circumstances which do not requireptligication by the Company of a prospectus purstean
Article 3 of the Prospectus Directive.

For the purposes of this provision, the expresaiorioffer of the offer shares to the public” inatbn to any Offer
Shares in any Relevant Member State means the comation in any form and by any means of sufficient
information on the terms of the Offer and the Offdrares to be offered so as to enable an investdedide to
purchase or subscribe for the Offer Shares. Thenmgaf this term may vary in the Member Statesemeling on
the implementing measures of the provisions ofttaspectus Directive.
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AUDITORS AND LEGAL MATTERS

In accordance with the resolutions of the Generakfihg dated 29 June 2004 and 29 June 2005, thenaggd
auditors of the Company respectively for the finahgears 2004 and 2005 were AS Pricewaterhouse€eop

In accordance with a resolution of the Extraordin@eneral Meeting dated 5 September 2006, the asdif the
Company for the financial year 2006 &&BEMG Baltics AS (register code 10096082, Narva mnt 5, 10117 Trallin
Estonia). The decision to change the auditors was td the acquisition of Silvano Group by the Compaas
KPMG Baltics AS has been auditing financial statetaef Silvano Group. KPMG Baltics AS is a membéthe
Estonian Auditing Board and is entered into thé d&if auditors maintained by the latter in accorgamdth the
Auditing Activities Act.

The change of the auditors of the Company from ASeWaterhouseCoopers to KPMG Baltics AS that tplaice
in 2006 is related to the fact that KPMG Baltics &8ed as the auditors for the Silvano Group ansliak were in
the opinion of the Management were better positiot®e conduct the audit of the entire Group follogvithe
acquisition of Silvano by the Company.

The principal legal advisors to the Company in Bst@reAS Advokaadibiroo Lepik & Luhadar LAWIN , at the
following address: Dunkri 7, Tallinn 10123, Estania
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FINANCIAL STATEMENTS

Index to Financial Statements

Consolidated Unaudited Interim Financial Statemehtie Company for three months ended 31 Marclty 200
............................................................................................................................................ nex 1 pages F1-1 through F1-20

Consolidated Audited Financial Statements of them@any for the year ended 31 December 2006
............................................................................................................................................ nex 2 pages F2-1 through F2-44

Consolidated Audited Financial Statements of Mtifor the period ended 31 December 2006
ex 3 pages F3-1 through F3-30
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COMPANY
PTA Grupp AS
(name change to AS Silvano Fashion Group pending)

Akadeemia tee 33, Estonia
tel. +372 6710 700
fax. + 372 6710 709

PRINCIPAL SHAREHOLDER
Alta Capital Partners S.C.A.,
69 route d'Esch, L-1470 Luxembourg

LEAD MANAGER AND BOOKRUNNER
UniCredit CA IB Polska S.A.,

ul. Emilii Plater 53, Warsaw, Poland

CO-MANAGER

AS Suprema Securities,
Tartu mnt. 2, 10145, Tallinn, Estonia

LEGAL ADVISERS
To the Company as to Estonian Law

AS Advokaadibiiroo Lepik & Luha&ar LAWIN
Dunkri 7, Tallinn 10123, Estonia.

To the Lead Manager as to Polish law

Weil, Gotshal & Manges - Pawel Rymarz Sp. kom.
ul. Emilii Plater 53, 00-113 Warsaw, Poland

AUDITOR

KPMG Baltics As
Narva mnt 5, 10117 Tallinn, Estonia
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