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Management report

Selected Financial Indicators

In summary, the selected financial indicators of3ilvano Fashion Group for the last two years vesréollows*:

Statement of comprehensive income 2010 2009 Change, %
In thousands of EUR

Net sales 93,292 74,044 26.0%
Earnings before interest, taxes and depreciati®i{BA) 19,415 6,052 220.8%
Net profit for the period 15,064 1,391 983.0%
Net profit / (loss) attributable to owners of therfipany 12,240 -165

Earnings / (loss) per share (EUR) 0.310 -0.004

Operating cash flow for the period 16,854 11,754 A%3
Statement of financial position 31.12.2010 31.12.2009 Change, %
In thousands of EUR

Total assets 65,085 54,352 19.7%
Total current assets 49,974 39,452 26.7%
Total equity attributable to equity holders of thempany 42,042 31,308 34.3%
Loans and borrowings 36 1,805 -98.0%
Cash and cash equivalents 21,468 9,838 118.2%
Margin analysis 2010 2009 Change, %
In %

Gross profit 39.8 435 -8.5%
EBITDA 20.8 8.2 153.7%
Net profit 16.1 1.9 747.4%
Net profit attributable to owners of the Company 13 -0.2

Financial ratios 2010 2009 Change, %
ROA 20.5% -0.3%

ROE 33.4% -0.5%

Price to earnings ratio (P/E) 8.8 n/a

Current ratio 4.1 2.8 46.4%
Quick ratio 2.8 1.6 75.0%

* All figures represent continuing operations onkince in 2009 the Group divested its loss makippagel
business line.

Underlying formulas:

Gross margin = gross profit / sales revenue

EBITDA margin = EBITDA / sales revenue

Net profit margin = net profit / sales revenue

Net profit margin attributable to owners of the Gmamny = net profit attributable to owners of the Qamy / sales
revenue

ROA (return on assets) = net profit attributabl®wmers of the Company/ average total assets

ROE (return on equity) = net profit attributableadwners of the Company/ average equity attributablequity
holders of the Company

EPS (earnings per share) = net profit attributablewners of the Company/ weighted average numberdinary
shares

Price to earnings ratio = Share price at the ermémdrting period/earnings per share

Current ratio = current assets / current liab#itie

Quick ratio = (current assets — inventories) / enttiabilities
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Organization

AS Silvano Fashion Group (“SFG” or the “Companyhdatogether with its subsidiaries the “Group”) 18 a
international lingerie distribution group involvadthe design, manufacturing and marketing of wosiéngerie.
In addition, the Group provides a limited volume s&wing services to other manufacturers of lingefiee
Group’s income is generated by sales of “Milavits&lisee”, “Hidalgo”, “Lauma Lingerie” and “Laumé&d”
branded products through wholesales channel, fisedtsales and own retail operated under the “MdaV and
“Lauma Lingerie” retail chains. Key sales markeis the Group are Russia, Belarus, Ukraine, Bahitd other
markets.

Strategic Objectives

The strategic goal of the Group is to become aifgptiranded lingerie manufacturer and retail omeratith
strong franchisee partners’ focus in Russia, Bslatikraine, Baltics, CIS countries and, in thegldarm, in
countries of Central and Eastern Europe. The Gomyelops its business model based on vertical rateg of
retailing and manufacturing functions across aetgrof brands and sectors. The Group intends torerthat
most of its products are exclusively available adl &old through the Group’s retail network and étasing
network with mark-ups reflecting the positioningdaprice point of each product. The strategy wileetually
increase the overall revenues and profits of trmu@iand create additional value for its sharehslder

The Group intends to achieve these objectives pidisa expanding and strengthening its franchisimgl @wn
retail networks in existing markets, entering neaographical regions, developing intra-group syres,gand
pooling resources and know-how between the vai@nesip companies.

The parent company of the Group is AS Silvano FaslGroup, a company domiciled in Estonia. AS Sitvan
Fashion Group registered address is Tulika 15/@812 Tallinn, Estonia.

The shares of AS Silvano Fashion Group are listedhe Tallinn Stock Exchange and on the WarsawkStoc
Exchange.

The two main holdings of Silvano Fashion GroupMikavitsa in Belarus and Lauma Lingerie in Latvia.
As of 31 December 2010, the Group employed 3,19plpgas of 31 December 2009: 3,164 people).

Group structure as of 31 December 2010 was adritiesl below (details on the Group Companies averedl in
Note 7):

Im === SSSmssssmsom--—o---- { AS Silvano Fashion Group ]

1

1

: |

! I I |

I

| Lauma Lingerie AS Milavitsa SP ZAO France Style Lingerie S.A.R.L.
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! 100% 78.35% 100% !
I

. '
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' Stolichnaja Torgovaja Torgovaja Kompaniji
1
1

Milavitsa L Junona OAO SP Gimil 000 o
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Business results

In 2010 the Group’s major markets continued thevery. Economic situation in Russia, the Group's kerket,
was steadily improving. The consumers' purchasiogep has increased and unemployment rate has Idwere
Russian Ruble strengthened by 3.8% against muitenay basket in 2010 (from January till Decembén).
comparison, in 2009 Ruble weakened by 3.9%. Rdattfe exchange rate of the Russian Ruble grew.B%o
against USD and by 15.0% against Euro. Based orfotleeasts of the Ministry of Economic Developmeifit
Russian Federation effective exchange rate of Bnd3uble expected to appreciate close to 6 peragginst the
benchmark currency basket 2011. Oil and gas pdersnue to support Russian economy. As a resihjirsales

in the end consumer market have grown since thénbieg of 2010. The Group’s sales in Russia in 2010
increased by 24.1% above year-on-year basis.

The Belarusian market was stable during 2009 amdndit weaken in 2010. According to the preliminary
information Belarusian economy’s GDP growth was%.th 2010. In 2010 retail operations in Belarus
demonstrated an increase of 50.2% in local currégreys and 47.7% in EUR terms as compared to 2009.

Our expectations of the recovery of Ukrainian ecopavere not fully met, yet the 2010 sales in EURM® grew
by 32.7% year-on-year basis.

Despite the difficult situation that remains in tBaltics, where economy suffered the most in 2008yma
Lingerie’s 2010 sales in the Baltic countries irsed by 76.5% as compared to 2009.

In general, 2010 sales level and market situat@rfioned management forecast of business reco2€&40 sales
demonstrated an increase of 26.0% as compared®s20es level in EUR terms and 18.4% in volummseNet
profit in 2010 amounted to EUR 15.1 million comphte a loss of EUR 0.9 million in 2009; EBITDA mattgan

tripled during the given period.

The opinion of the management of the Group is thatmarkets have stabilized and that consumers ddjusted
their purchasing patterns to the new market caoti

On overall, apparel and lingerie markets were wgslied during 2010, especially in Russia, becafisienited

orders placed for finished garments by major retailn 2009 while the demand grew significantlye Hituation
is favourable for the companies operating their @noduction units and for those capable of fasisof their
retail outlets due to effective sourcing and ldgsssolutions. At the same time this has increassere rivalry for
local production capacities and created upwardspreson the cost of labour.nomin

At the end of the reporting period the Group arsdfianchising partners operated 412 Milavitsa aadrha
Lingerie outlets, including 50 stores operated aiyeby the Group and the rest by franchising perdnNumber
of shops increased by 29.2% during 2010 (at thénbagy of 2010 there were 319 shops). The Grouetailr
focus has been shifted towards the promotion apgat of franchising in cooperation with existingdanew
partners.

During 2010 the Group continued development andramgment of several business areas including retail
logistics and supply chain management, marketimgsaites, and production planning.

Key Events in 2010
Share buy-back program

On 9 November 2010 the Extraordinary General Mgetipproved the supervisory board’s proposal ta star
share buyback program under the following condgion

— SFG is entitled to buy back its own shares fromdhate of the approval of the buyback until 30 June
2011;

— The total number of own shares to be bought backBg may not exceed 3,960,700 shares, i.e 10% of
total share capital of SFG;

— The maximum price payable by SFG for one sharet4.60 EUR;
— The maximum amount payable by SFG for its own sharde 15,842,800 EUR;

— Own shares to be paid for with assets exceedingshiage capital, compulsory reserves and share
premium.

The buyback period started on 15 November 2010inQuhe period from 15 November 2010 to 1 March01
number of shares bought back amounted to 133,62%age price per share amounted to 2.7757 EURtirggih
total cost of 370,911 EUR.
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After the transactions listed above, AS Silvanohi@s Group owns 133,629 of its own shares, whiahmstitute
0.34% of the share capital. Under the buyback pnogishares up to the value of 15,308,284 Eurosiretode
bought back. The maximum amount of shares thatirena be bought back is 3,827,071.

Decrease of share capital and conversion of shaptal into EUR

The Extraordinary Shareholder Meeting held on 17di#@2011 decided upon conversion of the share alapib
Euros and upon decrease of the share capital 9% A3,d1.17 Euros to the amount of 19,750,000 Eusdslbws:

1. To cancel 107,000 Company’s own A-shares that hega bought back by the Company under the buy-back
programme as adopted by the resolution of the esdilmary general meeting of 9th of November 2016 tan
reduce the share capital by 1,070,000 kroons tq0885000 kroons.

2. After the cancellation of the own shares and tloeicgon of the share capital related thereto, ohal humber
of shares shall be 39,500,000.

The shares held by the shareholders are not subjeancellation.

4. The Company shall make no payments to the sharet®lih connection with the cancellation of the
Company’s own shares.

5. To convert the share capital reduced by the caat@mil of the own shares and the nominal value ®ftiares
into Euros as follows:

5.1. The amount of the share capital as being convéntedeuros is 25,245,101.17 euros and the nominal
value of each share is 64 cents.

5.2. To reduce the share capital by 5,495,101.17 eor@9,750,000 euros in order to meet the requiresnent
set forth in § 223(1) and § 223(2) of the Estor@@mmercial Code.

5.3. The share capital shall be reduced by means oédsitig the nominal value of each share by 14 tents
50 cents.

5.4. The conversion of the nominal value of shares éuws shall not affect the rights attached to shace
the relation of the nominal value of shares to share capital. The rounding of the results of the
conversion of shares' nominal value has no ledetef

5.5. After the conversion and the reduction of the staagital the new amount of share capital shall be
19,750,000 euros, which is divided into 39,500,806hares with nominal value of 50 cents each share.

5.6. To pay to the shareholders 14 cents per each ftratiee decrease of the nominal value of shares Thi
amount shall be paid to the shareholders withiaghmonths after entry of the decrease of shar¢atapi
in the Commercial Register provided that the claghsreditors submitted during the term are secured
or satisfied.

Registration of share capital reduction

Another reduction of the share capital was decigjethe Annual General Meeting of SFG on 28 Juned20¥%
which the share capital of SFG was decreased fralR 25,564,659 (EEK 400,000,000) to EUR 25,313,487
(EEK 396,070,000) by cancelling of 393,000 A-sharsased by SFG. The decrease of the share capitAof
Silvano Fashion Group was registered in Estoniamngercial register on 15 October 2010.

Share buy-back program of the Group's subsidiaryZ8P Milavitsa

On 21 May 2010 the parent company of the Group agmgat the share buy-back program of the Group's$irg
subsidiary SP ZAO Milavitsa. The terms of the pergrpermitted a buy-back of up to 1,967 shares o250
Milavitsa, representing up to 20% of all sharesSiA ZAO Milavitsa, in the period between June 2066 a
February 2011; the offered price per share of S Ailavitsa was 3,000,000 BYR. As the result 25@rsis
were acquired by SP ZAO Milavitsa constituting 2466f all shares in SP ZAO Milavitsa. On 28 Marcii2@he
Annual General Meeting of SP ZAO Milavitsa decidexd cancel the shares bought back. The respective
adjustment of AS SFG'’s shareholding in SP ZAO Mtilsevwill be accounted for in H1 2011.

Establishment of a subsidiary OOO Milavitsa Logisti

In the light of the increasing business volumes poténtial business for the services to be offéoedll group

companies, a joint-venture between the Group'snpa@mpany AS Silvano Fashion Group and largessididry

SP ZAO Milavitsa was created in December 2010. Adwely founded company targets rendering of theisesv
for both in- and outbound logistics and distribatmf the Group's products.
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Changes in the supervisory board

The extraordinary general meeting of shareholdé®S Silvano Fashion Group was held on 5 March 2040
Tallinn. The meeting resolved to recall membershef supervisory board of SFG Mr. Indrek Rahumaa Mnd
Priit Példoja and to elect Mr. Risto Magi, Mr. Stem Balkin, Mr. Otto Tamme and Mr. Sven Kunsingthe

supervisory board.

On 24 March 2010 a member of the supervisory bdérdSven Kunsing presented to SFG an applicatiorhi®
resignation from the position of a supervisory llo@ember, and requested that the application woellgrovided

to the next ordinary general meeting of SFG. Tharediolders of the Company acknowledged Sven Kulssing
resignation from the supervisory board on the Ah@General Meeting held on 28 June 2010.

On 28 June 2010 Mr. Ants Susi was elected as thergisory board member of the Company.
Changes in the management board

On 5 June 2010 the term of office of Dmitry Ditclkky and Sergei Kusonski as management board merober
SFG expired. Mr. Ditchkovsky and Mr. Kusonski keghieir positions in the management of SFG under
employment agreements.

On 5 August 2010 the supervisory board of AS Silv&ashion Group decided to elect Mart Meerits asnigw
management board member of SFG. On 8 November @@&l6upervisory board of AS Silvano Fashion Group
appointed Mr. Mart Meerits as the Chairman of trenagement board. Mr. Norberto Rodriguez was appdias
the Vice Chairman of the management board.

On 15 March 2011, Silvano Fashion Group supervismgrd decided to call back Baiba Gegere and Ntwber
Rodriguez Lopez from the management board of thepemy.

Establishment of an Audit Committee

On 8 November 2010, the supervisory board of Sdv&ashion Group approved the formation of the Audit
Committee on grounds of the Authorised Public Actants Act. The committee has three members: Ms.
Jekaterina Stuge (Chairperson), Ms. Maivi Ots amd®fto Tamme.

Financial performance

The Group’s sales from continuing operations amedind EUR 93,292 thousand in 2010, representing.@%2
increase as compared to the previous year. Ovetadlesale sales from continuing operations incredsg
37.7%, while retail sales from continuing operasiggresented a decrease of 5.4%, mainly due to relosnf
underperforming stores and the restructuring of @reup’s distribution model that was carried out the
management in 2009. Decrease in retail sales is ithdine with management expectations and folldies
restructuring decisions taken in 2009 when lossintakown retail operations in Russia were gradually
discontinued. As the result, the proportion of awtail sales in total sales decreased by 5.8% amt @t 17.5%
of total sales in 2010.

The Group’s gross margin from continuing operatiomn8010 decreased and was 39.8%, as compared3&o48

the previous year. Decrease in gross margin is Ignakplained by higher customs duties on mateiialsorted

by the Group from the EU after Belarus joining tBeastoms Union with Russia and by the decline of the
proportion of retail sales in total sales.

The consolidated operating profit from continuingecations in 2010 amounted to EUR 17,658 thousand,
compared to EUR 3,863 thousand in 2009. The cafeteld operating margin from continuing operatioras w
18.9% (5.2% in 2009). The operating profit and diperating margin in 2009 were adversely influenbgdne-

off expenses.

Consolidated net profit from foreign exchange rfatetuations amounted to EUR 805 thousand in 20id was
mainly accrued in Q1 2010 and related to the igtrap borrowings in EUR and USD.

Effective tax rate for the year 2010 amounted to22? and was lower than expected due to relatively |
effective tax rates in Q2 2010 (19.2%) and Q4 2(B)7%). Effective tax rate in 2010 improved sigrahtly as

compared to the respective period in the previaar yWhile statutory tax rates in Belarus and Russmained
unchanged, the improvement of the effective ta& imtaused by the terminated loss making opesatlowering

profitability of the Group’s largest subsidiary RO Milavitsa and use of tax loss of prior year&Rassia.

Consolidated net profit from continuing operatioatsributable to equity holders amounted to EUR 4@,2
thousand in 2010, compared to net loss of EUR h@bidand in 2009; net margin from continuing operi
attributable to equity holders was 13.1% (up fronegative margin of 0.2% in 2009).

In 2010, the Group’s return on equity amounted3a!®% (-0.5% in 2009) and return on assets was 2@-8%%
in 2009).
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Financial position

As of 31 December 2010 consolidated assets amount&lJR 65,085 thousand representing an increase of
19.7% as compared to the position as of 31 Dece20@9.

Property, plant and intangibles balances incredseUR 657 thousand as compared to 31 December. 2009
Acquisitions of property, plant and intangible dssemounted to EUR 2,419 thousand in 2010.

Inventory balance amounted to EUR 15,792 thousandfe31 December 2010 as compared to EUR 17,019
thousand as of 31 December 2009. Decrease in iowesitis mainly explained by optimization of stdekels in
the distribution and retail companies of the Group.

Trade receivables increased by EUR 1,230 thousarmbmpared to 31 December 2009 and amounted to EUR
9,642 thousand as of 31 December 2010. The bat#ricade receivables as of 31 December 2010 iméwith
seasonality trends and overall increase is mainled by increase in sales.

Foreign exchange fluctuations had a positive impacthe Group’s equity, in the form of a positiveange in the
currency translation reserve in the amount of EW3R thousand for 2010. On 21 September 2010 theGpaid

out a dividend in the amount of EUR 1,980 thousdeguity attributable to equity holders increasedHEiyR

10,734 thousand and amounted to EUR 42,042 thowsanfl31 December 2010.

Current liabilities decreased by EUR 1,922 thoudarZD10, in line with management expectations.

The liquidity position of the Group improved in 2ZDWith respect to the total balance of borrowingd eelated
maturities. Current and non-current loans and lvarrgs decreased by EUR 1,769 thousand to EUR 3éstral
as of 31 December 2010. Loans received and logsédé 2010 amounted to EUR 765 thousand and ES&2
thousand respectively, including finance leaselltas repaid in the amount of EUR 53 thousandQi2 2010 the
Group settled an overdraft facility of AS Lauma gémie that amounted to EUR 925 thousand as of 3iciMa
2010.

In 2009 the Group divested its loss making applusiness line through the sale of shares in iméorl00%
subsidiary PTA Grupp AS. At the date of disposal @roup had outstanding guarantees issued to Dd&3ekie
A/S Estonian branch securing certain borrowings gnarantee limits of PTA Grupp AS. As of 31 Decembe
2010 PTA Grupp AS’s balance of borrowings and goes from Danske Bank A/S Estonian branch thaewer
secured by a surety provided by SFG amounted régplycto EUR 178 thousand and EUR 228 thousand.

Tax liabilities and other payables, including pdgalio employees, amounted to EUR 4,216 thousamodidfons
amounted to EUR 136 thousand as of 31 December.2010

Sales

Sales by business segments

In thousands of EUR 2010 2009 Change
Wholesale 76,536 55,583 37.7%
Retail 16,345 17,275 -5.4%
Other operations 411 1,186 -65.3%
Total 93,292 74,044 26.0%
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The Group's sales revenue in 2010 and 2009
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Sales by markets

In 2010, the Group focused mainly on the Baltics&an, Belarusian and Ukrainian markets.

Sales by markets, 2010 and 2009
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The majority of lingerie sales revenue in 2010 hie amount of EUR 53,721 thousand was generatetein t
Russian market, accounting for 57.6% of all lingesales in 2010 as compared to EUR 43,295 thousa2@09.
Sales in Russia comprise both retail sales andeght#. The second largest region for lingerie sakesBelarus,
where sales reached EUR 25,531 thousand, contrip@r.4% of lingerie sales (both retail and whdksas
compared to EUR 19,558 thousand in 2009.

Although still affected by the economic situatisales in the major markets demonstrated a posigvel in terms
of pieces sold in 2010 as compared to the resmeptviod in 2009.

The most considerable sales growth took place erB#arussian, Russian and Ukrainian markets. O\sakes
results in 2010 were slightly above management@agiens after a difficult year of 2009.
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Changes in the sales strategy introduced by Msavit late 2009 and early 2010 were implemente20itD in
Russia and Ukraine. The Group aims to increaser@oover its distribution and its organizationalusture has
been adjusted accordingly.

To support the growth of sales, Milavitsa contingedducting additional marketing activities in Bels, Ukraine
and Russia and implementing supportive measuréiseimpening of new franchised stores. Joint prograiith
dealers and distributors were continued in 201iBénfields of marketing and franchising.

Milavitsa has been recognized as the most valuaélarussian brand in the report published by MPRsOling,
a Ukrainian brand rating agency.

Intima, the largest and the most respected Eurolwegerie magazine, produced a substantial repoitdavitsa
in its September issue which is available at wwiivria.fr.

Lauma Lingerie experienced a sharp recovery inssaléheir major markets after being affected by ¢hisis. A
new sales and marketing manager with consideraiplereence in the industry has joined the Company.

In terms of lingerie brands, “Milavitsa” core braadcounted for 72.1% of total lingerie sales reweimu2010
(2009: 74.4%) and amounted to EUR 66,967 thousdmaima Lingerie” core brand accounted for 8.2%atht
lingerie sales (2009: 5.3%) and amounted to EUR& #ousand. Other brands such as “Alisee”, “Awlin
“Hidalgo” and “Laumelle” comprised 19.7% of totahderie sales in 2010 (2009: 20.3%), amounting HRE
18,298 thousand.

Wholesale

In 2010, wholesale revenue amounted to EUR 76,686sand, representing 82.0% of the Group’s totzmae
(2009: 75.1%). The main wholesale regions were RudBelarus, Ukraine and the Baltic States. Gradual
improvements in sales were observed already inr@1G@2 2010 despite the expectations of the diffistart of
the year. Wholesale results in Q3 and Q4 continiregroving compared to the same period of 2009
demonstrating a positive trend. Substantial grdveth been achieved in Kazakhstan.

Additional activities were introduced in the norreanarkets targeted at the diversification of theup’s sales
towards the western European countries. Some nsawkittbe approached through sales agents, whiterstwill
be served by local dealers. The Group will alsk ggvate label production opportunities where picad.

Retail operations

Total lingerie retail sales of the Group in 2010camted to EUR 16,345 thousand, representing a ddétease
as compared to the previous year.

Own retail operations were conducted in Belarusssiuand Latvia. At the end of 2010 the Group dper&0
own retail outlets with a total area of 4,253 sguareters. As of 31 December 2010, there were 348vitia
branded shops operated by Milavitsa trading pastrier Russia, Belarus, Ukraine, Moldavia, Kazakhstan
Uzbekistan, Kyrgyzstan, Latvia, Azerbaijan, Armeni@yprus, Germany, Georgia and Slovenia. Some
underperforming shops were closed or relocated.itivahdlly, as of 31 December 2010, there were 1dna
Lingerie retail outlets operated by Lauma Lingéraling partners in Lithuania, Latvia and Estomernational
retail expansion of Milavitsa resulted in openirfgMilavitsa branded stores in Germany, Georgia Stalenia.
The 206" Milavitsa store was opened in Russia. Also a Mitastore was opened in Tverskaja street, themmajo
shopping street in Moscow.

In 2010 9 new own lingerie stores were openedudiog 5 under Milavitsa brand name in Belarus arslodes
under Lauma Lingerie brand name in Latvia. One gpeléorming store was closed in Belarus, one —atvia,
three underperforming stores were closed in Rum%inl8 stores were transferred to Milavitsa's trgdiartners
in the course of the strategy to shift focus fromwnaetail chain towards the development of Milaaifsanchise
network, thus terminating the loss making own tetperations in Russia.

Number of own stores as of:

31.12.2010 31.12.2009
Latvia 8 5
Belarus 42 38
Russia 0 21
Total stores 50 64
Total sales area, sq m 4,253 5,523

A number of sales promotions were conducted inMilavitsa retail chain in Belarus. Own retail opi&was in
Belarus remain one of the key priorities for theo@r’s further sales development in the country. r@Veetail
operations in the country demonstrated a 50.2% trawiocal currency terms and a 47.7% growth irREildrms
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as compared to 2009 mainly due to the number of stewps opened in the recent year. Sales per smetes in
the like-for-like shops have increased as well.

In the Baltics, retail sales decreased by 38.2%aaspared to the previous year and amounted to EBR 7
thousand. Decrease in own retail sales in the @&aii explained by the divestment of Lithuaniamitetperations
in November 2009.

In respect of lingerie retail in Russia the stratedecision to shift focus from own retail chainwrds the
development of Milavitsa franchise network was madéi2 2009, that resulted in the termination of fbss
making own retail operations in Russia. As the ltetiie Group’s own Oblicie stores were rebranaeilavitsa
and a transfer of stores to Milavitsa’s tradingtpars commenced while non-performing stores weosea.
During H1 2010 all 21 remaining stores were eitihensferred to trading partners or closed. As ofi3Ge 2010
the Group did not have any own retail stores indRusCertain structural and management changes these
made in the Group’s Russian operations (includimg éstablishment of a separate franchise depantrent
implement the selected franchise development giyate

Own stores by concept

Lauma Lingerie Sales area,
Market Milavitsa stores stores Total sqm
Belarus 42 0 42 3,824
Latvia 0 8 8 429
Total 42 8 50 4,253

Discontinued operations

Discontinued operations’ reported results in 20@9ude operations of PTA (apparel business lineHb 2009.
Results of PTA operations are presented in theatimiaded income statement as a single line itemeunricoss
from discontinued operations’.

Production, sourcing, purchasing and logistics

Due to the high demand on the market the Group’sufa@turing companies increased their productiod an
purchasing volumes in 2010.

The total volume of production in SP ZAO Milavitaemounted to 17,209 thousand pieces in 2010, raptiegea
20.3% increase as compared to the previous year.tdthl production volume in Lauma Lingerie amodnte
1,162 thousand pieces in 2010, showing an increb6.5% as compared to the respective perioddrptBvious
year. Production capacities in SP ZAO Milavitsa2il0 increased in order to prepare for increasedymtion
volumes in 2011.

In 2010 main efforts were directed towards changkienprovement of the interfaces and modules ofsgrstem
processing customers’ orders. It has allowed uBigh performance sorter machine in order to addsbgsments
to the clients effectively. Decision on the constien of new logistics center which will providevegopment of
the Group for the coming 5-10 years is expectdukttaken in 2011.

Capital investments

In 2010, the Group’s investments totalled EUR 2,#ffusand with investments into retail amountingtdR 355
thousand. Other investments were made in equiparghtfacilities to maintain effective production atedadd
capacity for 2011.

Personnel

As of 31 December 2010, the Group employed 3,198l@yaes including 470 in retail and 2,127 in prddrc
The rest were employed in wholesale, administradioe support operations. The average number ofcgmes in
2010 was 3,146.

Total salaries and wages in 2010 amounted to EUB807thousand. The remuneration of the memberbeof t
management board totalled EUR 357 thousand. Thebmenof the management board also serve as exesutiv
for the Group’s subsidiaries.
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Outlook for 2011

All major countries of the Group’s operations axpected to demonstrate growth in 2011. IMF forex&sissian
GDP growth of 4.5% in 2011 (World Economic Outloo&)S countries (Russia excluded) are expecteddw g
by 5.1% in 2011 and by 5.2% in 2012. Inflation ride2011 is expected at 7-8% in Russia and Beland 9%
in Ukraine. Economy of Baltic States will grow by4%6 in 2011 with inflation rate of 2% in Lithuani@% in
Latvia and 3.7% in Estonia (Swedbank forecasts).

The consumer demand is reviving in the Company'snarkets including Russia, Ukraine, Belarus andti@&a
However, this boom is mainly correlated with delhgiemand and seasonality trends. The delayed dewil i
covered in the first quarter of 2011.

Retail chains are foreseeing upcoming positivedsanainly in big cities and start opening new dstlePre-crisis
level of sales (number of units per purchase amdevper purchase) is expected to recover by 20aad Fetail
chains notice changes in consumer behaviour towardart buying”. The current problem for retailéssprice
increase for major consumer goods, which affectsemers’ willingness to spend.

In 2010 apparel, lingerie and shoe markets dematestr15% growth. In 2011 we expect a growth ratk2e15%.

In 2011, besides demand reviving, we foresee temnation of demand structure. During the crises demand
moved towards cheaper products. For example, mediutinupper medium segment in apparel/lingerie narke
shrank by 50%, whereas mass-market lost only 1090 Ahere is no “impulse buying” contribution in
apparel/lingerie retail sales as it was accountedbu30% in total sales before crisis, now consgniiery goods
purposefully. Major retail chains in apparel antyérie come back to retail expansion, which wapm#d during
the crisis (Sela, Savage, Melon Fashion Group, Flare, Glance).

The Group’s overall strategy focuses on the orggniavth in 2011, improved logistics, strengthenitgyretail
business model, and polishing brand managemenf. @da&up’s goals are based on double-digit growtthtlie
major export markets. Management does not foremagtsubstantial devaluation of local currenciesmajor
export markets against USD and Euro that wouldlrésuowering purchasing power, particularly fonported
goods, and shrinking of consumer demand.

To achieve organic growth in 2011 the Group plamghér development of its retail and wholesale afens.

Improvement of logistics through launching a newjgct — distribution center (DC) — that is supposede

designed in 2011 with subsequent construction i622MC will solve the logistics capacity problemath
Company is currently facing. Existing logistics dsrrently being restructured to address the growietgil

demand for customized, low-quantity shipments dmdtened lead-time.

In retail, the main focus for 2011 will be on tharfchising partners’ retail networks, i.e. Milagitsranded stores
in Russia, Ukraine and other CIS countries and lastores in Baltics. The Group’s own retail netwaik be
developed in Belarus and Latvia. The target for @reup’s owns retail is to continue increasing céfincy of
retail operations and adding up 10 outlets per amrithe Group will continue supporting its franchiggimodel by
enhancing brand awareness and recognition, supptargecollections, and performing consumer campaignd
other marketing measures for all the markets. Haven shops in Belarus and partners’ stores ireottountries
the Group will launch an IT support system enhamanpply chain management and stock planning fer th
wholesalers and the shops.

In wholesale, the main focus for 2011 will be ongrgaling the existing wholesale network, strengthgni
relationships with existing dealers, exploring nenarkets and new product niches, and improving prenand
logistics for wholesale distribution. The Grouptrastures its planning principles to assist tradpagtners in
placing more precise orders by reducing the lemé-firom orders to actual shipments. The Group plangork
on raising existing dealers’ loyalty to the Groupats products via closer communication with parsn offering
competitive terms and conditions, providing mamgtand PR support, organizing round-table confeenath
key accounts on a regular basis. For the geogralpéiposure, the Group will work to ensure a highgdration
ratio at all markets.

In general, in 2011 the Group goals are:

- launching new logistics project — distributicenter,

- raising efficiency of the retail business miogled franchising policies,
- proactive sales and market diversification,

- brand management (product brands and retadeguts),

- international product sourcing.
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AS Silvano Fashion Group shares

SFG shares have been listed on the Tallinn Stodh&hge since 1997. The Tallinn Stock Exchange it gfa
NASDAQ OMX Group. SFG shares have also been listethe Warsaw Stock Exchange since 2007.

Information on SFG shares

All issued SFG shares are registered ordinary shaith equal voting and dividend rights. The Compedaes not
issue share certificates to the owners of the Compghe shares are freely transferable and inhweitaand may
be pledged or encumbered. The Company’'s shareteeigsmaintained by the Registrar of the Estor@amtral
Register of Securities.

SFG share details:

ISIN EE3100001751

Symbol (TSE) SFGAT

List BALTIC MAIN LIST

Par value EUR 0.64

Number of issued shares 39,607,000

Number of listed shares 39,607,000

Date of listing (TSE) 20 May 1997

Key share details 2006 2007 2008 2009 2010
Number of shares outstanding at year end 37,947,148000,000 40,000,000 40,000,000 39,607,000
Weighted average number of shares 11,020,929 38862 39,915,000 39,607,000 39,598,000
Year-end share price, in EUR 3.93 4.40 0.51 0.78 73 2.
Earnings per share, in EUR 0.26 0.31 -0.19 -0.06 310.
Dividend per share, in EUR n/a n/a n/a 0.05 n/a
Dividend / Net profit n/a n/a n/a n/a n/a
P/E ratio 15.12 14.19 n/a n/a 8.81

Share price performance and trading history

In 2010, SFG's share price increased by 250.0%tl@dsroup’s market capitalization increased by EX§03
million (246.6%) while OMX Tallinn Index grew by 683%.

Tallinn Stock Exchange trading history 2006 2007 8 2009 2010
High, in EUR 4.45 7.12 4.35 0.85 3.19
Low, in EUR 2.00 3.49 0.40 0.20 0.78
Average, in EUR 2.23 4.79 2.13 0.45 1.84
Last, in EUR 3.93 4.40 0.51 0.78 2.73
Traded volume 3,784,919 13,057,062 10,351,740 61824 9,286,160
Turnover, in EUR million 13.81 64.29 15.53 2.85 ay.
Market capitalization, in EUR million 149.13 176.00 20.40 31.20 108.13
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Share price development and turnover on the TallinrStock Exchange during 2009-2010, EUR
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Warsaw Stock Exchange trading history 2009 2010
High, in PLN 3.76 12.48
Low, in PLN 1.11 3.65
Last, in PLN 3.7 10.75
Traded volume 7,167,676 6,430,640
Turnover in million PLN 325 98.7

Shareholder structure
As of 31 December 2010, SFG had 1,473 shareho{dprsom 1,055 as of 31 December 2009).

A complete list of the Company’s shareholders iailable on the website of the Estonian Central Regiof
Securities Www.e-register.ee

15



AS Silvano Fashion Group Consolidated annual repor2010

The distribution of shares as of 31 December:

2010 2009
. Number of Number of Number of Number of

Shareholdings shareholders % shares shareholders % shares
>10% 3 0.2% 27,347,397 3 0.3% 31,238,988
1.0-10.0% 5 0.3% 7,814,115 5 0.5% 4,784,671
0.1-1.0% 19 1.3% 2,424,130 18 1.7% 2,638,454
<0.1% 1,446 98.2% 2,021,358 1,029 97.5% 1,337,887
Total 1,473 100.0% 39,607,000 1,055 100.0% 40,000,000

As of 31 December 2010 shareholders whose intarés$ Silvano Fashion Group exceeded 5% included:

Name Number of shares Shareholding

Major shareholders 29,963,543 75.66%
KRAJOWY DEPOZYT PAPIEROW WARTOSCIOWYCH S.A. [J] 17,397 24.36%
TOOMAS TOOL 9,600,000 24.24%
SEB PANK AS_NON-RESIDENT RETAIL CLIENTS 8,100,000 20.45%
SKANDINAVISKA ENSKILDA BANKEN AB CLIENTS 2,616,146 6.61%
Other shareholders 9,643,457 24.34%
Total number of shares 39,607,000 100.00%

As of 31 December 2009 shareholders whose interds$ Silvano Fashion Group exceeded 5% included:

Name Number of shares Shareholding
Major shareholders 31,238,988 78.10%
SEB PANK AS_NON-RESIDENT RETAIL CLIENTS 19,783,870 49.46%
KRAJOWY DEPOZYT PAPIEROW WARTOSCIOWYCH S.A. [J] 379,662 18.40%
SKANDINAVISKA ENSKILDA BANKEN AB CLIENTS 4,095,456 10.24%
Other shareholders 8,761,012 21.90%
Total number of shares 40,000,000 100.00%

Under § 185 of the Estonian Securities Market /A&VA), any person, directly or indirectly, alone together
with other persons acting in concert, acquiringnareasing participation in a share issuer to 5,18H) 20, 25 or
50 per cent, or 1/3 or 2/3 of all votes represerigdshares, must notify the issuer of the numbewraiés
belonging to that person immediately, but not laten within four trading days. The same applieshte
reduction of participation below the aforementiotiesholds. Under § 186 of the SMA, the issuertrpublish
the above information immediately, but not latearthwithin three trading days of receipt.

Because under the SMA the allocation of voting tsghoes not necessarily coincide with legal owriprsthe
shareholders’ register of the Company may not dtelall persons who hold over 5% of voting rightsresented
by its shares. Based on notifications up to date, following persons have notified SFG of a siguifit
participation notifiable pursuant to the SMA:

- Mr. Toomas Tool, holding 9,600,000 shares (24.24%lo/otes);

- Mr. Stephan David Balkin, holding 8,000,000 shgq&89 of all votes);

- Funds managed by Pioneer Pekao Investment Manag&nhemolding 4,065,529 shares (10.16% of all
votes).

Shares held by the members of the Management beard the Supervisory board
As of 31 December 2010, the members of the managemoard had no shares in the Company.

The member of the supervisory board, Mr. StephdkiBaeld 8,000,000 shares in SFG as of 31 Deced&0.
The rest of the supervisory board members haveteghaot owning shares in SFG as of 31.12.2010.
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Share capital

As of 31 December 2010, SFG's registered shardatapas EEK 396,070 thousand (equivalent to EURRES,
thousand), consisting of 39,607,000 ordinary shaisa par value of EEK 10 (equivalent to EUR (.64

The changes in share capital over the last fivesyea

Date Increase/decrease Issue price Increase / Total Share Share
decrease in  number of capitalat  premium
number of shares par value
shares
In EUR In EUR thousand
31 December 2004 1,896,875 1,212 2,575
24 March 2005 Conversion of
convertible bonds 1.53 50,000 1,946,875 32 45
31 December 2005 1,946,875 1244 2,620
16 October 2006 Share issue 2.50 36,000,323 31947, 23,008 2,828
16 October 2006 Issue costs -143
31 December 2006 37,947,198 24,252 5,305
24 July 2007 Share issue 5.25 2,052,802 40,000,000 1,313 9,464
24 July 2007 Issue costs -498
31 December 2007 40,000,000 25,565 14,271
31 December 2008 40,000,000 25,565 14,271
31 December 2009 40,000,000 25,565 14,271
15 October 2010 Cancellation of own -393,000 39,607,000 -252 -141
shares
31 December 2010 39,607,000 25,313 14,130

More details of share capital and share premiunbesiound in Note 27 to the consolidated finansiatements.
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Corporate Social Responsibility

AS Silvano Fashion Group is aware of its speciadpoasibility towards society and the environment.
Accordingly, in addition to economic growth, itsrporate strategy and business operations are &aisoted to
ecological and social values. For the Group, thigponsibility translates into humerous areas oblirament
designed to promote the health and professionaéldpment of employees as well as activities to gubthe
environment and the ecosystem.

Economic responsibility

AS Silvano Fashion Group continually works with @sployees and business partners to ensure thairsdbt
success of the Company. For this purpose the lassisteategy focuses on the long-term enhancemetmtaofi
value, without neglecting the short term requiretaaf the consumer and capital markets.

Ecological responsibility

AS Silvano Fashion Group acknowledges its respditgilior preserving environment for future geneoat,
aims at improving living standards of both its eaygles and people living in the area of the Commany’
operations, seeks to enhance the quality of gomatbuped and thus commits to the following:

1. Observe both national and international legislabarenvironment protection.

2. Produce goods with maximum ecological efficien@nsume materials and energy resources efficiently.

3. Reduce the level of environmental impact and wastelucts by improving current and adopting new
resource-saving, low-waste or non-waste technadogie

4. Constantly improve employees’ knowledge on envirentrand ecology.

5. Improve current environmental management systeougir its ongoing development and performance
evaluation.

6. Regularly inform the public and partners on the sneas taken by management and employees to protect
environment and increase ecological efficiencyrofpction process.

Social responsibility

AS Silvano Fashion Group acknowledges its respditgifor life and health of its employees as wad business
partners, aims at improving safety and quality ofking conditions and thus commits to the following

1. Observe both national and international legislatariabour rights protection.

2. Guarantee safe working conditions to its employeesect and analyze related risks on a regulaspasi
take all possible actions and allocate necessargisfuo minimize negative impact of dangerous and
harmful factors in the workplace.

3. Constantly improve quality of working conditionsdaguarantee social support to the employees through
the Program of Health Promation.

4. Take care of employees’ health by preventing welkted diseases, providing medical support within
the framework of the Program of Health Promotion.

5. Use modern equipment and new technologies to ersstieeworking conditions and high level of labour
productivity.

6. Ensure employees’ satisfaction, motivation and chihn by investing in professional training and
education.

7. Carry out standardized employee performance reviemall business areas in order to identify and
promote personal development and career oppossifiir each employee.

Besides that, AS Silvano Fashion Group and itsestrgubsidiary SP ZAO Milavitsa is conscious ofestain
responsibility for the general development of tlegion and well-being of the local community in Bek
focusing mainly on children, youth and sportsmersbgporting their educational efforts, spendingrth@sure
time in good surroundings and professional spoxeli@ment. Therefore, SP ZAO Milavitsa has concilide
sponsorship agreements with “Belarusian Childrersgitie”, “Association of families with many children
Hockey Club “Yunost”, “Belarusian Gymnastics Assdimn”, “Belarusian National Women Basketball Team”
and others.

Quality management

A high quality business and management model isobtiee assets of AS Silvano Fashion Group. Theaihje is
to develop business processes, practices and systased on the principles of continuous improvenagiat in
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accordance with the customers’ needs and expeasat@uality development is a continuous procesgevheery
employee has a central role to play. The Groupquaatly emphasizes the handling of customer feekllsa that
the necessary information reaches the relevant@me$ with minimum delay and that corrective arelentive
action can be effectively implemented.

Corporate Governance Report

The shares of Aktsiaselts Silvano Fashion Grou leeen admitted to trading on the Nasdag OMX TralBitock
Exchange and the Warsaw Stock Exchange. Two cama@mavernance codes apply to the Company: (i) the
Corporate Governance Recommendations adopted byNA®DAQ OMX Tallinn Stock Exchange and the
Estonian Financial Supervision Authority (hereieafCGR); (ii) the Code of Best Practice for WSE t&ds
Companies.

According to CGR, the Company shall describe itsnaggment practices in corporate governance
recommendations report and confirm its compliancenat with CGR. If the Company does not comply with
CGR, the Company shall explain in the report thesoas for its non-compliance. The Code of BesttReafor
WSE Listed Companies provides the same obligatibiclwis applicable to the Company due to its Igtim the
Warsaw Stock Exchange.

| Summary

The management board members and the supervisand bif the Company confirm, to the best of their
knowledge that the management practices were inptante with CGR in all substantial matters durihg
reporting year. If the management practices dedjatethe management board’s and/or the supervisoayd’'s
opinion, from particular provisions of CGR during1® such a deviation is explained below.

Il General Meeting of Shareholders

The highest directing body of a Company is the ggnmeeting of shareholders. The competence ofémeral
meeting, the procedure for calling a meeting arebipg of decisions is set forth in the ArticlesAasociation of
the Company.

Three general meetings of the shareholders wer dweling the reporting year, including one annuahegal
meeting held on 28.06.2010 and two extraordinarmegd meetings held on 05.03.2010 and 09.11.2010
respectively. The substantial facts related togéeral meetings are set out below.

The extraordinary general meetiraf shareholders was held on 05.03.2010 in Tallifhe agenda of the
extraordinary general meeting included 2 itemsegiloving members of supervisory board and (iigtalg new
members of supervisory board. The general meetsglved (i) to recall members of the supervisorardo-
Mr. Indrek Rahumaa and Mr. Priit P8ldoja, and t@)elect new members to the supervisory board -Rito
Méagi, Mr. Stephan Balkin, Mr. Otto Tamme and Mre8\WKunsing.

The notice calling the extraordinary general meptwas published on 10.02.2010 in the newspaperti‘Ees
Paevaleht”, on the NASDAQ OMX Tallinn Stock Exchangebsite, on the Warsaw Stock Exchange website and
on the Company’s website. The notice was publishdgstonian, English and Polish language. The exdiaary
general meeting was convened on the basis of girelsblder’s request. The main reason for the amentinwas
major change in the shareholders structure of thragany.

The information about the new candidates to thesugory board was covered during the meeting &soeable
detail. Furthermore, information about the electagervisory board members has been regularly gadais the
quarterly Company reports and is available for doad via stock exchanges’ websites and the Company’
website. This information was provided to the shalders both in Estonian as well as in English. The
shareholders had a chance to examine the mateglated to the agenda in Estonian language andbimis their
questions via e-mail info@silvanofashion.com refdrto in the notice. Nevertheless, none of theestwdders had
submitted any questions or requests before the@xtinary general meeting. The shareholders hadhade any
additional proposals related to the items of thenag.

Mr. Anton Sigal, who is not the chairman of the ewyisory board, or a member of the management board
chaired the meeting. The extraordinary general imgetf shareholders was held in the Estonian lagguand the
chairman of the meeting ensured translation intgliEh language upon need. The supervisory board beem
candidates participated in the general meeting.ififeemation concerning the candidates to the stipery board
was disclosed at the general meeting and in tredutisn of the general meeting. The Company didfaotiitate
participation in the general meeting via electronltannels, as it provided in Sec 1.3.3 CGR, becdhse
shareholders have not expressed such wish, antbdaet that such participation and voting is naported by
the registrar of the shares (Eesti Vaartpaberik&sku

The resolutions of the general meeting were pubtistn Tallinn and Warsaw stock exchanges and onp@oy’s
website.
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The Annual General Meetingzas held on 28.06.2010 in Tallinn. The agendahef Annual General Meeting
included 8 items: (i) approval of the 2009 AnnuapRrt; (ii) distribution of profits; (iii) appointemt of the
auditor; (iv) approval of Sven Kunsing's resignativom the supervisory board; (v) electing new sugery
board member; (vi) Remuneration of supervisory dddembers; (vii) amendment of the articles of aggam;
(viii) cancellation of own shares and reductiorsbéire capital. The general meeting passed theutesw on all
items in the agenda.

The notice calling the annual general meeting weddighed on 04.06.2010 in the newspaper “Eesti &éat’, on

the NASDAQ OMX Tallinn Stock Exchange website, dre tWarsaw Stock Exchange website and on the
Company’s website. The notice was published in riiatg English and Polish language. The managenardb
according to the law and the Company’s Articlesvemred the Annual General Meeting. The supervisoardb
provided its proposal regarding each agenda itetindmotice of the general meeting.

The following information was made available prtorthe meeting: Annual Report for 2009, proposaltfe
distribution of profits, proposal for the electiaf the Auditor for 2010, proposal for the amendrseint the
supervisory board, proposal for the amendment ef Alticles of the Company, and the proposal on the
cancellation of the own shares of the Company. ififiermation was made available via stock exchanges’
websites and the Company’s website. This infornmati@s provided to the shareholders both in Estoasawell

as in English. The shareholders had a chance tmiegathe materials related to the agenda in therizst
language and to submit their questions via e-mé&l@silvanofashion.com referred to in the noticevéttheless,
none of the shareholders had submitted any questiwnrequests before the annual general meeting. Th
shareholders had not made any additional proposiaieed to the items of the agenda.

Mr. Risto Agur, who is not the chairman of the smsory board, or a member of the management batared
the meeting. The annual general meeting of shader®iwas held in the Estonian language and thenshai of
the meeting ensured translation into English laggudll the members of the management board, theroan of
the supervisory board Mr. Otto Tamme and all othembers of the supervisory board attended the ngeefhe
supervisory board member candidate Mr. Ants Sustigi@ated in the general meeting. The information
concerning Mr. Ants Susi was disclosed at the gdmaeeting and in the resolution of the generaltmgeThe
auditor and the notary-in-public attended the nmgetirhe Company did not facilitate participatiortlie general
meeting via means of electronic channels (Sec T&R) due to the reasons referred to above.

The general meeting considered profit distributiana separate agenda item and passed the sems@tdion
regarding profit distribution, as provided in Se8.1CGR.

The resolutions of the general meeting were pubtistn Tallinn and Warsaw stock exchanges and onp@oy’s
website.

The extraordinary general meetiraf shareholders was held on 09.11.2010 in Tallifhe agenda of the
extraordinary general meeting included 1 item —rapgl of the share buy-back program. The generadtimg
approved the share buy-back program.

The notice calling the extraordinary general meptwas published on 15.10.2010 in the newspaperti‘Ees
Paevaleht”, on the NASDAQ OMX Tallinn Stock Exchangebsite, on the Warsaw Stock Exchange website and
on the Company’s website. The notice was publishdgstonian, English and Polish language. The exdiaary
general meeting was convened on the initiativehef tnanagement board. The supervisory board provided
proposal regarding agenda item in the notice ofjhveeral meeting.

The notice contains the draft buy-back programluitiog the share repurchase purpose, terms anditioorsd
according to the applicable law. The draft resoluton the share buy-back program was publishedhen t
Company’s web site simultaneously with publicatminthe notice of the extraordinary general meetifgis
information was provided to the shareholders bottEstonian as well as in English. The shareholtieis a
chance to examine the materials related to thedzgenEstonian language and to submit their questiga e-
mail referred to in the notice. Nevertheless, noh¢he shareholders had submitted any questioneaquests
before the extraordinary general meeting. The $lvdders had not made any additional proposalseeltai the
item of the agenda.

Mr. Mart Meerits, who is a member of the managenimdrd, chaired the meeting. The extraordinary gdgne
meeting of shareholders was held in the Estoninguage and the chairman of the meeting ensuredldtam
into English language. All the members of the mamagnt board, the chairman of the supervisory bivardOtto
Tamme and all members of the supervisory board@eie the meeting. The auditor was unable to atthad
meeting due to his duties on other companies. Tévapg@any did not make possible participation in teaeyal
meeting via means of electronic channels (Sec T&R) due to the reasons referred to above.

The resolutions of the meeting were published ofinfaand Warsaw stock exchanges and on Company’s
website.
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Information pertaining to the agendas of the anmamal extraordinary general meeting of shareholdersyell as
the questions posed by shareholders before thangseand the responses given are displayed tatihbtice on

calling the next general meeting of shareholdemiidished
Il Management board

As of 31 December 2010 the management board hadniers: Mr. Mart Meerits, Mr. Norberto Rodriguez
Lopez and Ms. Baiba Gegere. From 01.01.2010 ubtd®2010 the management board included 4 memidiers:
Norberto Rodriguez Lopez, Ms. Baiba Gegere, Mr. iDniitchkovsky and Mr. Sergei Kusonski. By 05.0B1D,

the terms of the mandate of Mr. Kusonski and MtcBkovsky were not prolonged in the Commercial Regiof
Estonia and their term continued in the managemgtiie Company on grounds of employment agreeménts.
05.08.2010 the supervisory board appointed thirdnbesr to the management board — Mr. Mart Meerits. On
08.11.2010, the supervisory board nominated, agogrtb the Sec 6.10 of the Articles of Associatidiért
Meerits as a chairman of the management board aneto Rodriguez as a deputy chairman of the memagt
board. The current composition of the managemeattcis available on the Company’s website.

Upon assuming the office every member of the mamagé board has executed a service contract with the
Company governing the service assignments of tleahlper. Contracts with members of the managementiboa
have been entered into for the term of up to thyears. None of the members of the management hsard
concurrently a member of management boards of tiane two listed companies, a chairman of the supeny
board of another listed Company, nor a chairmathefsupervisory board of a listed company of thenany’s
group.

All the members of the management board have eséauicontract of a member of the management boitind w
the Company, which specifies the rights, obligatiamd liability of the members of the managementrdboand
lays down the provisions governing payment of ppat remuneration. The amount of the remunerati@as w
agreed upon in line with the service assignment$ activities entrusted to the relevant member & th
management board, the current state of the busiardshe future trends.

The Company does not comply with the requiremenpublish the remuneration, bonus system and other
payments and benefits received by the individuainivers of the management board on the web pageeof th
Company and in this report (section 2.2.7 of CGRj)e Company is of the opinion that such disclosueey
impair the rights of the members of the managerbeatrd and the Company itself. Breakdown of aggeshat
amounts paid to the members of the managing bégliesluded in the annual report of the Company.

The members of the management board have inforimedCompany of their participation in other business
entities, which are not members of the Company anagement bodies thereof. No members of the maregem
board are in direct competition with the Companlyerk is no conflict of the interest between the imers of the
management board and the Company and certain shteeéd by the members in management board, and the
participation in managing bodies do not constitatbreach of the prohibition on competition. Morepwhe
members of the management board have assumedlifatiol to refrain from any breach of the non-catiiion
obligation under their respective agreements.

Furthermore, the internal work procedure rulesh&f €ompany stipulate that no member of the manageme
board or any employee shall demand or accept indlaa personal interest any money or other beséfitm any
third persons in connection with their job, norrgrany third persons unlawful or unreasonable fewor

The members of the management board have not awttlany transactions with themselves, any persons
connected with or related to them, nor taken amysttns based on their personal interests.

IV Supervisory board

The task of the supervisory board is to plan therafions of the Company, organize the businesscang out
supervision over the activities of the managemeatrth. The general meeting of shareholders eleetsntdmbers
of the supervisory board of the Company.

The supervisory board of the Company consists ofeédnbers: Mr. Otto Tamme (Chairman of the superyisor
board), Mr. Stephan Balkin, Mr. Pavel Daneyko, MRisto Magi, Mr. Ants Susi. From the beginning otth
reporting year until 05.03.2010 the supervisoryrdaamprised of the following members: Mr. PaveinBgko,
Mr. Priit Pdldoja and Mr. Indrek Rahumaa. On 052030 the extraordinary general meeting recalledRdtdoja
and Mr. Rahumaa and elected Mr. Risto Magi, MrpBéen Balkin, Mr. Otto Tamme and Mr. Sven Kunsinghe
supervisory board. On 28.06.2010 the annual gemeeglting recalled Mr. Sven Kunsing and elected Aits
Susi to the supervisory board.

The current composition of the supervisory boaravigilable on the Company’s website.

In accordance with Sec 3.2.2.1 CGR more than otie-bfa the members of the supervisory board were
independent. The Company is currently complyinchwite requirement of having at least half membérthe
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supervisory board as independent members as seh &ection 3.2.2 of CGR. The supervisory boardhef
Company includes 4 independent and 1 dependent eremiwhich meets the CGP’s requirement. Such
composition of the supervisory board ensures efficmanagement and is the best option for the Coynpad

the shareholders.

Namely, Stephan Balkin held 20.2% of all the sharfethe Company as of 31.12.2010. Despite thatBétkin
may not be considered independent, there is nalactunflict of interests between the current contpms of the
supervisory board, AS Silvano Fashion Group andtitgeholders.

The members of the supervisory board elect and iapploe chairman of the supervisory board. From the
beginning of the reporting year until 05.03.2018 gosition of the chairman of the supervisory bogag held by
Mr. Rahumaa. On 05.03.2010, Mr. Rahumaa was exdlfrden the supervisory board. From 05.03.2010 MtoO
Tamme holds the position of the chairman of theesvipory board.

The remuneration of the members of the supervibogrd has been approved by the resolution of tinergé
meeting of shareholders dated 28.06.2010. Thistitotes of EUR 1000 as gross monthly remunerat@refich
supervisory board member starting from 1 July 20lL8 a gross financial year bonus for all the sugery board
members jointly in the amount of 2.5% from the dend declared by the general meeting of the Compandy
paid out by the Company starting from the dividémaded on 2010 results. No severance pay is paibsigning
members of the supervisory board.

On 08.11.2010 the supervisory board formed thetaradnmittee, which has 3 members: Ms. JekateringeSt
(Chairperson), Ms. Maivi Ots and Mr. Otto Tamme.eTielevant announcement was published on the stock
exchanges’ websites and the Company’s website dri @010. The Company’s website shall include imiation
about the audit committee after the committee le@®ime operational.

No conflict of interest has emerged in the repgrtyear with respect to the other members of thesrsigory
board. Except those described in this report, theagement board of the Company is not aware otanfficts
of interests between the supervisory board mendieshe Company.

Altogether 9 meetings of the supervisory board wezlel in the reporting year. Each member of theestigory
board of the Company participated in more than lwalé-of the meetings of the supervisory board taldng
their term of office.

V Co-operation of management board and supervisorpoard

The management board and the supervisory board imoclose co-operation. The members of the superyis
board Mr. Otto Tamme, Mr. Stephan Balkin and MrvéteDaneyko are actively involved in the superwsor
boards of the key consolidated subsidiaries.

The management board and the supervisory boardjbinidmeetings when matters concerning the Comigany
strategy are discussed, and the parties continpexshange information pertaining to the stratefgeelopment
of the Company. At such meetings the managementbinforms the supervisory board of any deviatifnagn
the Company’s plans and targets and the reasoreofh@leetings of the chairman of the supervisorgrd and
the chairman of the management board are helddioagge information when needed. With respect thaxge
of information, the internal rules governing theeging, disclosure of internal information, as wadltransactions
with the shares of the Company are applied.

VI Disclosure of Information

Since listing of the shares the Company on the &pgdMX Tallinn Stock Exchange and the Warsaw Stock
Exchange the Company has been adhering to thenaf@n disclosure requirements stipulated in theckst
exchange to procure an equal treatment to the Coyrgahareholders.

The website of the Company can be found at theemddvww.silvanofashion.com and the informationesrd at
shareholders is available at the easily found sedtitp://www.silvanofashion.com/investors.htmhere the
materials related to the general meetings, inclydiatices, agendas, resolutions, annual repofftniation on
the candidates to the supervisory boards, andasadiind other materials related to the agenda iteaas been
published. The materials are available in Englésigliage.

The Company has disclosed on its website all tihts fand assessment pertaining to the Company, wisich
been disclosed to financial analysts or other persdvioreover, the website of the Company provides
presentations made to analysts or investors andrgledirections of the Company'’s strategy. The Camypdid

not publish its financial calendar for 2010 at teginning of the reporting year (Sec 5.2.11 CGRgvhrtheless,
the Company has published all the information stibje disclosure by the deadlines set forth in télevant
legislation.

Company has organized once a meeting with invesdinectly before the dates of disclosure of finaheports.
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The Company publishes all its announcements inBstonian and the English languages on the Company’s
webpage and the webpage of the Tallinn Stock Exghand in Polish language on Warsaw stock exchange.

VII Financial Reporting and Auditing

The consolidated accounts of the Company have pegpared in accordance with the International Firsn
Reporting Standards as adopted by the EuropeamUnio

The auditor attended the annual general meetinheofCompany. Furthermore, the notice on callingaheual
general meeting of shareholders of the Companyagwed the data pertaining to the candidate to tititar's
position. The auditor has been auditing the finainoésults of the Company for past years, and inabnihe
supervisory board had no negative comments regattianauditor’s activities the supervisory board ot deem
necessary to have a separate report on the agditctivities be presented to the general meeting.

The Company does not disclose the amount of thep&ée to the auditor, inasmuch as, in the opinibrihe
Company, the non-disclosure thereof does not affectreliability of the auditor’'s report preparasldwing the
auditing.
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MANAGEMENT’S CONFIRMATION TO THE MANAGEMENT REPORT

The management board acknowledges its responsibility and confirms, to the best of its knowledge, that the
Management Report as set out on pages 4 to 23 is an integral part of the Annual Report of AS Silvano Fashion

Group for 2010 and gives a true and fair view of the trends and results of operations, main risks and uncertainties
of AS Silvano Fashion Group and its subsidiaries as a group:

Mirt Meerits
Member of the Management board
4 April 2011
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CONSOLIDATED FINANCIAL STATEMENTS

Consolidated statement of financial positio
As of 31 December

In thousands of EU

ASSETS

Non-current assets

Property, plant and equipment
Intangible assets

Investment property

Investments in equity accounted inves
Available-for-sale financial assets
Deferred tax asset

Other receivables

Total non-current assets
Current assets
Inventories

Corporate income tax asset
Other tax receivable

Trade receivables

Other receivables

Prepayments

Cash and cash equivalents

Non-current assetslassified as held for s¢
Total current assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Equity

Share capital at par value
Share premium

Own shares

Statutory capital reserve
Other reserves

Translation reserve
Retained earnings

Total equity attributable to equity holders of the parent
Non-controlling interest
Total equity

Non-current liabilities

Loans and borrowings

Other payables

Total non-current liabilities
Current liabilities

Loans and borrowings

Trade payables

Corporate income tax payable
Other tax payable

Other payables

Provisions

Accrued expenses

Deferred income

Total current liabilities

Total liabilities

TOTAL LIABILITIES AND EQUITY

The notes on pages 30-@& an integral part of these financial statem

Tnitialled for identification purposes only
Allkirjastatud jdentifitseerimiseks,
Date/kuuptiev..... 0405 sl
Signature/allkiri
KPMG, Tallinn

Note

16
17
18
19
20
15

21

22
23
24
25
26
16

27
27
27
27
27
27

29

29
31

22
32
33
34

201(¢

11,44¢
534
1,29¢
10€
37C
1,32¢
32
15,11

15,79:
58
1,515
9,64
1,18¢
28¢
21,46¢
20
49,97
65,08¢

25,31
14,13(
311
67

452
-11,5¢8
13,98
42,04:
10,97«
53,01¢

o

36
7,681
60¢
71z
1,131
13¢€
1,757

12,06¢
12,06¢
65,08t

2009

10,753
570
1,284
139
362
1,158
634
14,900

17,019
464
1,462
8,412
1,167
609
9,838
481
39,452
54,352

25,565
14,271
-450
67

-11,922
3,777
31,308
8,701
40,009

259
93
352

1,546
7,925
227
1,587
912
217
1,536
41
13,991
14,343
54,352
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Consolidated income statemei
For the year ended 31 December

In thousands of EUR

Continuing operations
Revenue

Sales revenue

Costs of goods sold
Gross Profit

Other operating income
Distribution costs
Administrative costs
Other operating expenses
Operating profit

Finance income and finance costs
Interest expenses

Currency exchange income

Other financial income

Net finance income

Share of profit or lossf equity accounted investe
Profit before tax

Income tax expense

Profit from continuing operations

Discontinued operations
Loss from discontinued operation (net of incomg
Profit/ (loss) for the period

Attributable to
Owners of the Company
Non-controlling interest

Earnings per share
Basic earnings per share (in EUR)
Diluted earningper share (in EUF

Continuing operations
Basic earnings per share (in EUR)
Diluted earningper share (in EUF

The notes on pages 30-73 areintegral part of these financial stateme

Tnitialled for identification purposes only
Allkirjastatud id:ngi}tsea;rip}i.je
T hdd

Date/kuupiev. e Y
A1 s I — Vol
KPMG, Tallinn

Note

10
11
12
13

14
14
14

19

15

37

28
28

28
28

201

93,29:
56,13
37,16(

1,45
9,98¢
8,14¢
-2,815

17,65¢

80¢
1,00¢
1,73¢

19,35¢
4,292
15,06

15,06¢

12,24(
2,82¢

0.31
0.31

0.31
0.31

2009

74,044
-41,862
32,182

864
-11,552
-10,138

-7,493
3,863

-527
972
611

1,056

4,899
-3,508
1,391

-2,303
-912

-2,468
1,556

-0.06
-0.06

-0.004
-0.004
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Consolidated statement of comprehensive incon
For the year ended 31 December

In thousands of EUR 2010 2009
Profit/ (loss) for the period 15,064 -912
Other comprehensive income

Foreign currency translation differences for foregperation 504 -10,131
Other comprehensive income for the perio 504 -10,131
Total comprehensive income 15,568 -11,043

Total comprehensive incomattributable to:

Owners of the Company 12,572 -10,677
Non-controlling interest 2,996 -366
Total comprehensive income 15,568 -11,043

The notes on pages 30-@& an integral part of these financial statem

Tnitialled for identification purposes only
Allkirjastatud id:nﬁﬁtsea;)rip}iseki N
Date/kuupéev. (R A 5 /0
A1 s I — Vi
KPMG, Tallinn
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Consolidated statement of cash flov
For the year ended 31 December

In thousands of EUR Note 2010 2009

Cash flows fromoperating activities

Profit / (loss) for the period 15,06 -912
Adjustments for:
Depreciation of fixed assets 16,18 1,631 2,233
Amortization of intangible assets 17 126 187
Impairment/ (release ofpsses on property, plant and equiprr 16 -59 1,191
Impairment losses on intangible as 17 25 203
Impairment losses on other assets 13 31 2,362
Net finance income 14 A1,73¢ -1,056
Share of profit of equity accounted inves 19 36 20
Losses on the sale of property, plant and equig and
intangible assets 13 24 99
Losses on sale of subsidiaries 7 0 1,474
Income tax expense 15 4,29:; 3,508
Change in inventories 1,78¢ 2,385
Change in trade and other receivat -22 3,939
Change in trade and other payables -633 814
Interest paid -78 -525
Income tax paid -3,63: -4,168
Net cash used in/ from operating activitie 16,85« 11,754
Cash flows from investing activitie!
Interest received 995 450
Dividends received 15 14
Proceeds from sale of property, plant and equip 279 256
Disposal of subsidiaries, net of cash dispost 0 -163
Loans granted -119 -85
Proceeds from repayments of loans gra 86 187
Proceeds from disposal of investm 8 0
Acquisition of property, plant and equipm 16 2,30t -1,197
Acquisition of intangible assets 17 -114 -359
Acquisition of investment property 18 0 -130
Acquisition of ownshares by subsidia -138 0
Net cash used in investing activitie -1,29: -1,027

Cash flows from financing activities

Proceeds from borrowings 29 765 6,558
Repayment of borrowings 29 2,48¢ -10,457
Repayment of finance lease -53 -877
Dividends paid -2,11% -80
Acquisition of own shares -311 0
Net cash used in/ from financing activitie -4,20( -4,856
Increase in cash andtash equivalent 11,36 5,871
Cash and cash equivalents at the beginning of ped 9,83¢ 5,249
Effect of exchange rate fluctuations on ¢ 269 -1,282
Cash and cash equivalents at the end of peri 26 21,46¢ 9,838

The notes on pages 30-@& an integral part of these financial statem

Initialled for identification purposes only
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Consolidated statement of changes in equity
Equity attributable to equity holders of the Compary

In thousands of EUR Note Share Share  Own Statutory Translation Other Retained Non- Total
capital premium shares capital reserve reserves earnings Total controlling equity
reserve interest
Balance as of 31 December 2008 25,565 14,271 -450 67 -3,713 0 5,24: 40,983 9,074 50,057
Profit for the period 0 0 0 0 0 0 2,46¢ -2,468 1,556 -912
Other comprehensive income
Foreign currency effect on consolidation of foreign 14
subsidiaries 0 0 0 0 -8,209 0 0 -8,209 -1,922 -10,131
Total other comprehensive income 0 0 0 0 -8,209 0 0 -8,209 -1,922 -10,131
Total comprehensive income 0 0 0 0 -8,209 0 2,46¢ -10,677 -366 -11,043
Disposal of subsidiary (common control
transaction) 7 0 0 0 0 0 0 1,00z 1,002 73 1,075
Transactions with owners, recorded directly in
equity
Dividends paid 0 0 0 0 0 0 0 0 -80 -80
Total transactions with owners 0 0 0 0 0 0 0 0 -80 -80
Balance as of 31 December 2009 25,565 14,271 -450 67 -11,922 0 3,77 31,308 8,701 40,009
Balance as of 31 December 2009 25,565 14,271 -450 67 -11,922 0 3,77 31,308 8,701 40,009
Profit for the period 0 0 0 0 0 0 12,24( 12,240 2,824 15,064
Other comprehensive income
Foreign currency effect on consolidation of foreign
subsidiaries 14 0 0 0 0 332 0 0 332 172 504
Total other comprehensive income 0 0 0 0 332 0 0 332 172 504
Total comprehensive income 0 0 0 0 332 0 12,24( 12,572 2,996 15,568
Transactions with owners, recorded directly in
equity
Cancelation of own shares 27 -252 -141 450 0 2 0 -59 0 0 0
Re-purchase of own shares 0 0 -311 0 0 0 0 -311 0 -311
Dividends paid 0 0 0 0 0 0 1,98( -1,980 -132 -2,112
Re-purchase of own shares by subsidiary 27 0 0 0 0 0 453 0 453 -591 -138
Total transactions with owners -252 -141 139 0 2 453 2,639 -1,838 -723 -2,561
Balance as of 31 December 2010 25,313 14,130 -311 67 -11,588 453 13,978 42,042 10,974 53,016
The notes on pages 30-@& an integral part of these financial statem
Initialled for identification purposes only
Allkirjastatud jdentifitseerimiseks,
Date/kuupiev... % 1 29

Signature/allkiri,..
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Note 1. Reporting entity

AS Silvano Fashion Group is a company domiciledthia Republic of Estonia. AS Silvano Fashion Gr

registered address iBulika 15/17, 1061 Tallinn, Estonia, registration number 10175491. Tdomsolidater

financial statements of AS Silvano Fashion Grolye ({Company” or the “Parent company”) for the yeadec

31 December 2010 comprise the Company and its diabsis (together referred tcs the “Group”) and the
Group’s interest in associates. The Group’s mativides are design, manufacturing, marketing arsdridhution

of lingerie.

As of the date of this reporhére is no controlling shareholder of the Compashareholder structure the
Company is available in the Management re

Note 2. Basis of preparatior

The consolidated financial statements for the yaated 31 December 2010 have been prepared in acoe
with International Financial Reporting StandardsREs) as adopt by the European Uniol

The consolidated financial statementsre authorized for issue by theamagemenboard on 4 April 2011.
According to the Estonian Commercial Code, the ahmeport, including the consolidated financialtstaents
prepared by thenanagement board, must be approved by the supsniisard and by the general meeting of
shareholders. The shareholders meeting has themigtio approve the annual report prepared ansepted by
the management board and has the right to rea new annual report to be prepared.

The consolidated financial statements have beguaped on the historical cost basis except for al#el for sale
financial assets which are measured at their falues as disclosed in the accounting policies. Tégounting
policies set out below have been applied consistémtll periods presented in these financialestents

Functional and presentation currenc

These consolidated financial statements are predgentEUR rounded to the nearest thousand. Thctional
currency of the Group’s Parent company is the aeyref the primary economic environment in whicbpierate:
— the Estonian kroon. The functional currency of up’s foreign entities is the official currency their
primary economic environment.

Pursuant to the regulations set by the OMX Talltock Exchange all the information made availabjette
listed entities is provided in Estonian kroon andRE The financial statementsranslated from the pare
company’s official functional currency (Estoniaro&n) to EUR by applying the following exchange rdt&eUR
=15.6466 EEKEEK is pegged to EUR from June 2004 until 31 December 2010.

Use of estimates and judgments

The prepaation of consolidated financial statements in adaoce with IFRS as adopted by the EU reqt
management to make judgments, estimates and assamfitat affect the application of accounting gie anc
the reported amounts of the assets, liabil income and expenses. Actual results may differ frloese estimate

Estimates and underlying assumptions are reviewednoongoing basis. Revisions to accounting estisnate
recognized in the period in which the estimatesevesed and in any futu periods affecte:

Judgments and estimates made by management that digwmificant effect on the consolidated finan
statements and the Group’s result of operationsidiecmeasurement of inventori(Note 27), determination of
useful lives and recovable amounts of property, plant and equipnmand intangible asse(Note 16 and 17),
recoverable amount of deferred tax assets (Not¢ determination of useful lives and recoverable an®waf
investments property (Note J8valuation of trade receivees (Note 2B and other receivableNote 24) and
measurement of provisionsigte 3?).

Changes in applicable standards

The accounting policies applied by the Group irs¢heonsolidated financial statements are the santbose
applied in consolidatefinancial statements as of and for the year ended>8cember 20(, except for the
application of the new pronouncements listed b There have been no amendments to accounting polics
have become effective during 2010.

Note 3. Significant accouting policies

The accounting policies set out below have beetiegpponsistently to all periods presented in themesolidatec
financial statements, and have been applied cemsigtby Group entitie
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New standards and interpretations adog

IFRS 3 (revised), ‘Business combinations’, and conseqatm@imendments to IAS 27, ‘Consolidated .
separate financial statements’ and IAS 28, ‘Investis in associate

IFRIC 9, ‘Reassessment of embedded derivatives l&%l 39, Financial instruments: Recodon and
measurement’;

IAS 1 (amendment), ‘Presentation of financial staats’;

IAS 36 (amendment), ‘Impairment of assets’;

IFRS 5 (amendment), ‘Nocdrrent assets held for sale and discontinued tpesa

New standards and interpretations tyet adopted

Other standards that became effective for the &igdryear ended on 31 December 2010 are not reidvatime
operations of the GroupA number of new standards, amendments to stasdard interpretations are not
effective for the year eted 31 December 2010 and have not been applidgtipreparation of these consolida
and separate financial statements. The assessinaat ionpact of these new standards, amendmersatmard:
and interpretations on the consolidated finandiatesrents and separate financial statements has ndiegn
completed:

Revised IAS 24 Related Party Disclosure (effectoreannual periods beginning on or after 1 Jan2&/l).
The amendment exempts a governr-related entity from the disclosure requireits in relation to related
party transactions and outstanding balances, imgjudommitments, with (a) a government that hagrobr
joint control or significant influence over the mrping entity; and (b) another entity that is aatetl party
becausehte same government has control, joint control gnificant influence over both the reporting en
and the other entity. The revised Standard requpesific disclosures to be provided if a reportamgity
takes advantage of this exemption. The led Standard also amends the definition of a relptaty which
resulted in new relations being included in thardébn, such as, associates of the controllingshalder anc
entities controlled, or jointly controlled, by keganagement personnel. Rsed IAS 24 is not expected
result in new relations requiring disclosure in theancial statements, based on the current streiaiéi the
Group.

Amendment to IFRIC 14 IAS 1- The Limit on a Defined Benefit Asset, Minimum FungiRequirement
and theirlnteraction (effective for annual periods beginnargor after 1 January 2011). The amendmel
IFRIC 14 addresses the accounting treatment fqugyments made when there is also a minimum fun
requirements (MFR). Under the amendments, an erstirequired to recognize certain prepayments a
asset on the basis that the entity has a futuraoeaiz benefit from the prepayment in the form adueed
cash outflows in future years in which MFR paymewtsuld otherwise be required. The amendmenti
IFRIC 14 is not relevant to the Group’s financiatsiments as the Group do not have any defined ib
plans with minimum funding requireme

IFRIC 19 Extinguishing Financial Liabilities withgiity Instruments (effective for annual periods inethg

onor after 1 July 2010). The Interpretation clarifteat equity instruments issued to a creditor tingxish
all or part of a financial liability in a ‘debt foequity swap’ are consideration paid in accordanite I1AS

39.41. The initial measurement equity instruments issued to extinguish a finantaility is at the fair
value of those equity instruments, unless thatvailue cannot be reliably measured, in which cheesuity
instrument should be measured to reflect the faluey of the filancial liability extinguished. The differen
between the carrying amount of the financial ligpi{or part of the financial liability) extinguigtd and the
initial measurement amount of equity instrumergsiégl should be recognized in profit or loshe Group did
not issue equity to extinguish any financial liétlilduring the current period. Therefore, the Iptetation
will have no impact on the comparative amountshim Group’s financial statements for the year endih
December 2010. Furthesince the Interpretation can relate only to tratisas that will occur in the future,

is not possible to determine in advance the effibet@pplication of the Interpretation will ha

Amendment to IAS 32 Financial Instruments: Predante— Clasdiication of Rights Issues (effective f
annual periods beginning on or after 1 February0O0The amendment requires that rights, option
warrants to acquire a fixed number of the entigia equity instruments for a fixed amount of anyrency
areequity instruments if the entity offers the rightgtions or warrants pro rata to all of its exigtowners o
the same class of its own nderivative equity instruments. The amendm to IAS 32 are not relevant
the Group’s financial statements the Group have not issued such instruments atiangyih the pas
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Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the GroQpntrol exists when the Group has the power to govkee
financial and operating policies of entity so as to obtain benefits from its activitiés assessing contrc
potential voting rights that currently are exerbisaare taken into account. The financial statemehsubsidiarie
are included in the consolidated financial statetnhdrom tte date that control commences until the date
control ceases. The accounting policies of subsatichave been changed when necessary to alignhnthe
policies adopted by the Group.

Associates (equity accounted invest

Associates are those entities in which the Groupdignificant influence, but not control, over fiveancial anc
operating policies. Significant influence is presuhto exist when the Group holds between 20 angesfent of
the voting power of anotheentity. Associates are accounted for using thetgquiethod and are recogniz
initially at cost. The Group’s investment includgsodwill identified on acquisition, net of any aotuiated
impairment losses. The consolidated financial statgs includethe Group’s share of the income and expe
and equity movements of equity accounted investdeey, adjustments to align the accounting poliewit those
of the Group, from the date that significant inflae commences until the date that significinfluence ceases.
When the Group’s share of losses exceeds its Biteren equity accounted investee, the carryinguarnof that
interest (including any longerm investments) is reduced to nil and the redagmiof further losses i
discontinued exq# to the extent that the Group has an obligatiomas made payments on behalf of the inve:

Transactions eliminated on consolidat

Intra-group balances and transactions, and any unrealizesime and expenses arising from i-group
transactionsare eliminated in preparing the consolidated fimginstatements. Unrealized gains arising fi
transactions with equity accounted investees drneirelted against the investment to the extent ef @moup’s
interest in the investee. Unrealized lossie eliminated in the same way as unrealized gaintspmly to the exter
that there is no evidence of impairm

Business combinations

Acquisition of a subsidiary from an entity underooon control occurred before 1 January 2009 iswtteal for
by recogizing the interest acquired at the carrying amaafnthe net assets acquired (i.e., at the amoumt
assets and liabilities were carried in the acqtsrbalance sheet). Any difference between the absie busines
combination and the carrying annt of the net assets acquired is recognized asliectien or increase in tt
acquirer’s equity. The cost of net assets acquBezhlculated as a difference between the coshefatquiree”
assets and the acquiree’s liabilities and the ritinorteret.

All business combinations occurring on or afterahuhry 2009 are accounted for by applying the aitipri
method.

Control is the power to govern the financial an@&ming policies of an entity so as to obtain bisdfom its
activities. In assssing control, the Group takes into consideratiateptial voting rights that currently a
exercisable. The acquisition date is the date oistwtontrol is transferred to the acquirer. Judgnieapplied ir
determining the acquisition date and deteing whether control is transferred from one paotanothe:

The Group measures goodwill as the fair value efdtnsideration transferred including the recoghemmount o
any noneontrolling interest in the acquiree, less the natognized amount (nerally fairvalue) of the
identifiable assets acquired and liabilities assilinah measured as of the acquisition ¢

Consideration transferred includes the fair valokethe assets transferred, liabilities incurrediiy Group to th
previous ownersf the acquiree, and equity interests issued byGitmeip. Consideration transferred also inclu
the fair value and any contingent consideration simat-based payment awards of the acquire that are et
mandatorily in the business combination below). If a business combination results in thenteation of pr-
existing relationship between the Group and thaiigeq, then the lower of the termination amountc@stainec
in the agreement, and the value of themarket element is deducted fraitme consideration transferred &
recognized in other expenses.

When shardsased payment awards exchanged (replacement aviardsyards held by the acquiree’s employ
(acquiree’s awards) relate to past services, thearaof the mark-based measuref the awards replaced
included in the consideration transferred. If theguire future services, then the difference betwtbe amoun
included in consideration transferred and the nt-based measure of the replacement awards is traatpds-
combination compensation cost.

A contingent liability of the acquiree is assumedbiusiness combination only if such a liability megents
present obligation and arises from a past eventjtarfair value can be measured relia

Tnitialled for identification purposes only

Allkirjastatud id:nﬁﬁtsaa;ripﬁ.geki . 32
Date/kuupiev. o e A S A0
A1 s I — Vi

KPMG, Tallinn



AS Silvano Fashion Group Consolidated annual report 2(10

The Group measured any noantrolling interest at its proportionate intergsthe identifiable net assets of t
acquiree.

Transaction costs that the Group incurs in conarciiith a business combination, such as finderss fédega
fees, due diligence fees, and otheofessional and consulting fees are expensed asdut

Starting from 1 January 2008cquisition of no-controlling interests are accounted for as transastwith equity
holders in their capacity as equity holders andetffoge no goodwill is recognid as a result of such transactic
Previously, goodwill was recognized arising on #uoguisition of a nc-controlling interest in a subsidiary; a
that represented the excess of the cost of theiaalaliinvestment over the carrying amount of thieiest in the
net assets acquired at the date of exch

Business transactions involving entities under comegontro

A business combination involving entities under ocoon control is a business combination in whichadilthe
combining entities or businsss are ultimately controlled by the same partparties both before and after 1
combination and that control is not transitory. Wagp of individuals is regarded as controlling atitg when, as
a result of contractual arrangements, they collely have the power to govern its financial and opegapolicies
S0 as to obtain benefits from its activit

Acquisition of a subsidiary from an entity undemmoon control is accounted for by recognizing theeriest
acquired at the carrying amount oe net assets acquired (i.e., at the amounts thetsaard liabilities wer
carried in the acquiree’s statement of financiabifian). Any difference between the cost of the ibeiss
combination and the carrying amount of the nettasaequired is recoized as a reduction or increase in
acquirer’s equity(through retained eanin and share premiumYhe cost of net assets acquired is calculates
difference between the cost of the acquiree’s ass®t the acquiree¢ liabilities and the nc-controlling interest.

Sale of a subsidiary to entity under common cori§, by analogyaccounted applying book value accounting
difference between the book values derecognizedtantransaction price recognized direcn equity (through
retained earningand share premiu).

Foreign currency

Foreign currency transactions

Transactions in foreign currencies are translatedhe respective functional currencies of Groupitiest at
exchange rates at the dates oftth@sactions. Monetary assets and liabilities denated in foreign currencies

the reporting date are retranslated to the funatioarrency at the exchange rate at that date fdreegn currency
gain or loss on monetary items is the differendgveen amortized cost in the functional currency atttbginning
of the period, adjusted for effective interest ggayments during the period, and the amortized icofbreign

currency translated at the exchange rate at thektiee period. No-monetary asets and liabilities denominat
in foreign currencies that are measured at fainevalre retranslated to the functional currenchateixchange ra
at the date that their value was determined. Foreigrency differences arising on retranslationrecognized in
profit or loss. Normonetary items that are measured in terms of fistocost in a foreign currency are transle
using the exchange rate at the date of the traog:

Foreign operations

In subsidiaries whose functional currency dif from the Group’s presentation currency, resultsrafisaction:
and balances are translated to the presentatiosermyrNone of the subsidiaries is located in a hypertidteary
economy.

The financials of foreign subsidiaries are trareslads follows

. assets and liabilities are translated to EUR atdlspective central bank’s foreign exchange raiésg
as of the statement of financial position ¢

. revenue and expenses are translated to EUR ug transaction date rates;

. foreign exchangdlifferences are recogniz through other comprehensive incc in the Translation

reservein equity.

Goodwill and fair value adjustments arising on dloguisition of foreign subsidiaries are treatedhasassets ar
liabilities of foreign subsidiaries d translated at foreign exchange rates ruling athefstatement of financi
position date. When a foreign subsidiary is disgasiethe unrealized exchange differences previorestpgnizec
in equity are transferred to profit or lo:

Translations arperformed using the respective central bank’s w@afifiexchange rate
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Financial instruments

Non-derivative financial instrumer

Non-derivative financial instruments comprise investtean equity and debt securit (excluding investments i
subsidiaries and associateBade and other receivables, cash and cash dgupisaloans and borrowings, a
trade and other payables.

Non-derivative financial instruments are recognizediafly at fair value plus, for insuments not at fair value
through profit or loss, any directly attributablarisaction costs. Subsequent to initial recognitior-derivative
financial instruments are measured as describenv

The Group has not classified any financial assehéocitegory of financial assets at fair value througbfipror
loss or held-tanaturity investment

Cash and cash equivalents

Cash and cash equivalents comprise cash on halathcba on current accounts (excluding overdraftsl) term
deposits of up to thremonths. Overdrafts are reported in the currentigorof loans and borrowings in tl
statement of financial position.

Available-for-sale financial assets

The Group’s investments in equity securities andaoe debt securities are classified as avee-for-sale
financial assets. Subsequent to initial recognjttbey are measured at fair value and changesithether thar
impairment losses, and foreign currency differermesvailabl-for-sale monetary items, are recognized dire
in equity. Wha an investment is derecognized, the cumulative galoss in equity is transferred to profit ordc
Investments in equity instruments that do not hegeioted market price in an active market and wiaise/alue
cannot be reliably measured are mred at cost.

Other

Other nonderivative financial assets are classified as l@akreceivables. N«-derivative financial liabilities ar
classified into the other financial liabilities egbry. Subsequent toitial recognition all such items ameasured
at amortized cost using the effective interest wetHess any impairment losses (for financial @3sethe
effective interest rate is the rate that exactcdunts the estimated future cash payments angptedierough the
expected life ofhe financial asset or liability. When calculatirtge teffective interest rate, the Group estirs

future cash flows considering all contractual teohthe financial instrumen

Share capital
Ordinary shares

Ordinary shares are classified as equitcremental costs directly attributable to the isstierdinary shares ar
share options are recognized as a deduction frastyeqet of any tax effect

Repurchase of share capital (own sha

When share capital recognized as equity is repssshatheamount of the consideration paid, which inclu
directly attributable costs, is net of any tax efée and is recognized as a deduction from eq&gpurchase
shares are classified as own shares and are prdsent deduction from total equi

When own shares are cancelledld or reissued subsequently, the amount recévextognized as an increase
equity, and the resulting surplus or deficit on titaasaction is transferred to/from retained eays

Any surpluses or deficits onancellaion of treasury shares are shown as an adjustmentai@ gitemium o
reserves, including retained earnings, or a contibimdhereol

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measatedost les accumulated depreciation and accumul
impairment losses.

Cost includes expenditure that is directly attréine to the acquisition of the asset. The cosieti-constructed
assets includes the cost of materials and dirbeorjany other cosdirectly attributable to bringing the assets
working condition for their intended use, and thsts of dismantling and removing the items andoresj the
site on which they are located. Purchased softietis integral to the functionality ofe related equipment is
capitalized as part of the equipment. The Grouptalges borrowing costs that are directly attrdhle to the
acquisition, construction or production of a quafif) asset as part of the cost of that asset. #kroborrowing
costs are recognized as expense in the period inhvth&y are incurre
Initialled for identification pusposes only
Allkirjastatud jdentifitsecrimiseks, 34

1
3 )
Date/kuupiiev..... 4L 20114 g

Signature/allkiri
KPMG, Tallinn




AS Silvano Fashion Group Consolidated annual report 2(10

When parts of an item of property, plant and eq@ptrhave different useful lives, they are accouritedas
separate items (major components) of propertyt@ad equipmer

Gainsand losses on disposal of an item of property, tpband equipment are determined by comparing
proceeds from disposal with the carrying amounproperty, plant and equipment, and are recogniztdvithin
“other income” in profit or loss. When revied assets are sold, the amounts included in theduation surplu:
reserve are transferred to retained earn

Subsequent costs

The costs of replacing part of an item of propeptgnt and equipment is recognized in the carrgimgpunt of the
item if it is probable that the future economic benefits eaidd within the part will flow to the Group and itost
can be measured reliably. The carrying amount efréplaced part is derecognized. The costs of dly-to-day
servicing of property, plant and @igment are recognized in profit or loss as inai

Determination of the useful lives of items of prbpeplant and equipme

Useful lives are estimated on the basis of histbexperience, production volumes and conditiorseful lives of
items ofproperty, plant and equipment which are used iailrétade are estimated based on the period di
which the item is expected to participate in theegation of revenue and the guaranteed lengthagEleontract:

According to management’s assesst depending on the purpose of the use, the averaghiluséves of
production plant and equipment range from 5 to &éry, the useful lives of other equipment and feduange
from 3 to 5 years and the useful lives of buildingsge from 20 to 75 yea

The useful lives of assets with an unlimited usdfel (land) are indeterminable. There were no prop plant
and equipment in the group with unlimited useftd hs at 31 December 2010 and 31 December

Depreciation

Depreciation is recognized profit or loss on a straig-line basis over the estimated useful lives of gzanth of an
item of property, plant and equipment. Leased asset depreciated over the shorter of the lease dad theil
useful lives unless it is reasonably certairt the Group will obtain ownership by the end of tbase term. Lan
is not depreciated.

The estimated useful lives for the current and canaiive periods are as folloy

Buildings:

Production buildings 30-75 years
Other buildings 20-50 years
Plant and equipment:

Sewing equipment 7-10 years
Vehicles 5-7 years
Other equipment 5-10 years
Other equipment and fixture

Computers, tools and other items of equipr 3-5 years
Store furnishings 3-5 years

The costs of renovating leased premare depreciated over the lease term.

Depreciation methods, useful lives and residualeslre reviewed at each reporting

Intangible assets
Goodwill

Goodwill that arises upon the acquisition of sulasids is included in intangible assets. Imeasurement of
goodwill on initial recognitionsee sectioBusiness combinations

Other intangible assets

Other intangible assets that are acquired by Graedpch have finite useful lives, are measured adt dess
accumulated amortization and accumud impairment losses.
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Amortization

Amortization is recognized in profit or loss on taagh-line basis over the estimated useful lives of igthle
assets, other than goodwill, from the date thaf Hve available for use. The estimated useful for the current
and comparative periods are as follc

Software 5-10 years
Trademarks 10 years

Investment property

Investment property is property held either to eamtal income or for capital appreciation or fotty but not fol
sale in theordinary course of business, use in productionupply of goods or services or for administral
purposes. Investment property is measured at esstccumulated depreciation and accumulated impat

Depreciation is recognized in profit or lossa straightine basis over the estimated useful lives of thestmen
property. The estimated useful lives used are a0s

Investment property is derecognized when eithdras been disposed of or when an investment prope
permanently withdrawfrom use and no future economic benefit is expefitau its disposal. Any gains or loss
on the retirement or disposal of an investment @rypare recognized in the income statement inyder of
retirement or disposal.

Transfers are made to investrhenoperty when, and only when, there is a changgse, evidenced by ending
owneroccupation, commencement of an operating lease nmthar party or ending of construction
development. Transfers are made from investmenpestp when, and only wh, there is a change in us
evidenced by commencement of ow-occupation or commencement of development witheav o sale

The Group as a lessee

Leases in terms of which the Group assumes suimbgratll the risks and rewards of ownership ar@sslfed as
finance leases. Upon initial recognition the leaasdet is measured at an amount equal to the lofi¢s fair
value and the present value of the minimum leasampats. Subsequent to initial recognition, the tss
accounted for in accordancethwthe accounting policy applicable to that a: Minimum lease payments ma
under finance leases are apportioned betweenhade expense and the reduction of the outstaridibigjty.

The finance expense is allocated to each periomhgitine leae term so as to produce a constant periodic rs
interest on the remaining balance of the liabil

Other leases are operating leases. The leased @sgehot recognized on the Group’s statementnaintial
position. Payments made under operatleases are recognized in profit or loss on a gii-line basis over the
term of the lease. Lease incentives received ax@greézed as an integral part of the total leaseses@, over th
term of the lease.

The Group as a lessor

The Group presents in tlmnsolidate statement ofinancial position assets leased out under operdéase:
according to the nature of the asset. Lease indoone operating leases is recognized in the conatdi income
statements on a straiglie basis over the lse term as other income.

The aggregate cost of incentives provided to lesgeeecognized on a net basis as a reductionntdélrancome
over the lease term on a straigjhe basis. Initial direct costs incurred specifigao earn revenues from ¢
opeating lease are recognized as an expense in tislidated income statements in the period in wttiely are
incurred.

Inventories

Inventories are measured at the lower of cost abdealizable value. The cost of inventories inekiéxpenditur
incurred in acquiring the inventories, production orwension costs and other costs incurred in bringiregn to
their existing location and condition. In the casenanufactured inventories and work in progresst includes
an appropriate share of prodiect overheads based on normal operating cap The cost of inventories
assigned using the weighted average cost forr

Net realizable value is the estimated selling piicéhe ordinary course of business, less the astichcosts ¢
completion and selling expensddanagement measures net realizable value of inxestdased on its be
knowledge, historical experienageneral background information, assumptions anditions for potential futur
events. The need for and extent of writing dowremeries is determined as follows: in case of fiats goods o
the basis of their sales potential, date of modigjimation and net realizable value; in case of raw andr¢
materials on the basis of their usability in thedurction of finished goods and generation of reeeramd in cas
of work in progress on the basis of their stageashpletion which can be measureliably.
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Impairment
Financial assets

A financial asset is assessed at each reportirgtdadetermine whether there is any objective exdgdehat it is
impaired. A financial asset is considered to beaimga if objective evidence indicates that one are events
have had a negative effect on the estimated fuash flows of that ass

An impairment loss in respect of a financial assetasured at amortized cost is calculated as tHerelifce
between its carrying amount, and the present vafube «stimated future cash flows discounted at the oail
effective interest rate and is recognized in profitloss. Impairment losses on avail-for-sale investment
securities are recogrd by transferring the cumulative loss that hambeeogrzed in other comprehensive
income, and presented in the fair value reserveqinty, to profit or loss. The cumulative loss timtremovec
from other comprehensive income and reczed in profit or loss is the difference between aleguisition cost
net of aly principal repayment and ameation, and the current fair value, less any impamtrloss previousl
recognized in profit or loss.

All impairment losses are recognized in profit osd. Any cumulative loss in respect of an avai-for-sale
financialasset recognized previously in equity is transtetoeprofit or los:

An impairment loss is reversed if the reversal loamelated objectively to an event occurring afterimpairmen
loss was recognized. For financial assets measranhortized cst and available-fosale financial assets that ¢
debt securities, the reversal is recognized inipoofloss. For availab-for-sale financial assets that are eq;
securities, the reversal is recognized directlgthrer comprehensive incor

Non-financial assets

The carrying amounts of the Group’s -financial assets are reviewed at each reporting twadetermine wheth
there is any indication of impairment. If any suictdication exists, then the asset’s recoverable wmings
estimated. For gatwill and intangible assets that have indefiniteedi or that are not yet available for use,
recoverable amount is estimated at each reportie

The recoverable amount of an asset or cash gemg-unit is the greater of its value in use ancfair value less
costs to sell. In assessing value in use, the asifuture cash flows are discounted to theirgregalue using

pretax discount rate that reflects current market sssents of the time value of money and the risksifp to

the asset. For the purpose of impairment testing, assetgrouped together into the smallest groupséta tha
generates cash inflows from continuing use thatlamgely independent of the cash inflows of othsseds o

groups of assets (the cash-gatieg unit). The goodwill acquired in a businessnbmation, for the purpose
impairment testing, is allocated to c-generating units that are expected to benefit ftbensynergies of th
combination.

An impairment loss is recognized if the carryiamount of an asset or its cagbnerating unit exceeds
estimated recoverable amount. Impairment losseseamgnized in profit or loss. Impairment lossesgmized ir
respect of casfjenerating units are allocated first to reducecdagying amounof any goodwill allocated to tt
units and then to reduce the carrying amountsebther assets in the unit (group of units) qro ratabasis.

An impairment loss in respect of goodwill is noteesed. In respect of other assets, impairmenésoscognized
in prior periods are assessed at each reportirg) fdatany indications that the loss has decreasatbdongel
exists. An impairment loss is reversed if there Ibesn a change in estimates used to determinetiogarable
amount. An impairmenloss is reversed only to the extent that thet&ssarrying amount does not exceed
carrying amount that would have been determinetdphdepreciation or amortization, if no impairméoss hac
been recognized.

Non-current assets held for sale

Non-current assets, or disposal groups comprising siaset liabilities, that are expected to be recaverémarily
through sale rather than through continuing use ckassified as held for sale. Immediately befdassification a:
held for sale, theassets, or components of a disposal group, areasmed in accordance with the Grou
accounting policies. Thereafter the assets, orodapgroup, are measured at the lower of theirygagramount
and fair value less cost to sell. Impairment losn initial classification as held for sale and supsnt gains o
losses on remeasurement are reczed in profit or loss. Gains are not recogeizn excess of any cumulati
impairment loss.

Employee benefits

Termination benefits- Termination benefits are employee benefits payabla result of the Group’s decisiol
terminate an employee’s employment before the nbretaement date or the employee’s decision toept
voluntary redundancy in exchange for those ben:

Initialled for identification purposes only

Allkirjastatud id:nﬁﬁtsccripgi seks, . 37
Date/Kuupiev...... . A B L K s
i i 1
Signature/allkiri

KPMG, Tallinn



AS Silvano Fashion Group Consolidated annual report 2(10

Temination benefits are recognized as an expense Wieeroup is demonstrably committed, without isa|
possibility of withdrawal, to a formal detailed pléo either terminate employment before the nonmaitement
date, or to provide termination bdite as a result of an offer made to encouragentaly redundanc

Where termination benefits fall due more than 12hthe after the statement of financial position dhey are
discounted to their present value.

Short-term benefits Shortterm emploee benefit obligations are measured on an undisedupasis and ai
expensed as the related service is provided. Alitialis recognized for the amount expected to laédpundel
short-term cash bonus or pragitaring plans if the Group has a presegal or constructive obligation to pay tl
amount as a result of past service provided bgthployee and the obligation can be estimated tgl

Provisions

A provision is recognized if, as a result of a pagnt, the Group has a present legeconstructive obligation
that can be estimated reliably, and it is probdtdé and outflow of economic benefits will be ragdi to settle th
obligation. Provisions are determined by discountime expected future cash flows at a-tax rate that reflects
current market assessments of the time value ofegnand the risks specific to the liabil

Revenue
Goods sold

Revenue from the sale of goods is measured ataithedlue of the consideration received or recdeabet of
returns, trade discounend volume rebates. Revenue is recognized whesigmificant risks and rewards
ownership have been transferred to the buyer, sxgoof the consideration is probable, the assatiatsts ant
possible return of goods can be estimated reliabgreis no continuing management involvement with theds
and the amount of revenue can be measured re

Services

Revenue from services rendered is recognized ifit o loss in proportion to the stage of complatiof the
transaction at the reportinfate. The stage of completion is assessed by nefette surveys of work perform

Commissions

When the Group acts in the capacity of an ageherahan as principal in a transaction, the revaraegnized i
the net amount of commission made by Group.The Group does not earn franchise fee on its catiparwith
franchising partners. Brand advertising costs liyrfranchising partneiare partially compensated by the Gr¢

Rental income

Rental income from investment property is recogtizepiofit or loss on straight line basis over the terivthe
lease.

Finance income and expenses

Finance income comprises interest income on fumdested (including availat-for-sale financial assets),
dividend income, gains on the disposal of avai-for-sale financial assets. Interest income is recognaeit
accrues in profit or loss, using the effective iagt method. Dividend income is recognized in prafiloss on thi
date that the Group’s right to receive paymenstaldishec

Finance expenses comprise interest expense onvbogs impairment losses recognized on financiat&sThe
Group capitalizes borrowing costs that are direattyibutable to the acquisition, construction ooguction of ¢
qualifying asset as part tfe cost of that asset. All other borrowing cosesracognized as expense in the pe
in which they are incurred.

Foreign currency gains and losses are reportednen lbasi:

Corporate income tax

Income tax expense comprises current and defeax. Income tax is recognized in profit or loss excepthe
extent that it relates to items recognized direatlyequity, in which case it is recognized in eguitr other
comprehensive income.

Current tax is the expected tax payable on thebtaxacomefor the year, using tax rates enacted or subselgi
enacted at the reporting date, and any adjustrogaktpayable in respect of previous ye

Deferred tax is recognized using the statemeninafn€ial position method, providing for temporarijf erences
between the carrying amounts of assets and liakilfor financial reporting purposes and the ammwsed fo
taxation purposes. Deferred tax is not recognipedhe following temporary differences: the initigcognition of
assets or liabilies in a transaction that is not a business coatibim and that affects neither accounting nor the
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profit or loss, and differences relating to investits in subsidiaries and jointly controlled engitie the extent that
is probable that they Wihot reverse in the foreseeable future. In addijtaeferred tax is not recognized for taxe
temporary differences arising on the initial reatign of goodwill. Deferred tax is measured at the rates that ar
expected to be applied to the tempy differences when they reverse, based on the thaatshave been enacted
substantively enacted by the reporting date. Dedeax assets and liabilities are offset if theseailegally
enforceable right to offset current tax liabilitiesd assets,nd they relate to income taxes levied by the sar
authority on the same taxable entity, or on diffiérax entities, but they intend to settle currint liabilities anc
assets on a net basis or their tax assets anlitigzbvill be realized simitaneously.

A deferred tax asset is recognized to the extettitlis probable that future taxable profits vii# available again
which temporary difference can be utilized. Defért@x assets are reviewed at each reporting ddtararreduced t
theextent that is no longer probable that the reltagdenefit will be realize

Additional income taxes that arise from the disttibn of dividends are recognized at the same &éisthe liability tc
pay the related dividend is recogni:

Corporate irtome tax of entities registered in Estc

In accordance with effective legislation, in Estonorporate income tax is not levied on profitsedr Therefore
deferred tax assets and liabilities do not arisestelad of profit earned, income taxlevied on dividends
distributed. From 1 January 20@& tax rate is 21/79 of the amount distributedhasnet dividend. The incon
tax payable on dividends is recognized in the ine@tatement of the period in which the dividendsdeclared
irrespedive of the period for which the dividends are desthor in which they are pai

Corporate income tax of foreign subsidia

The Group’s foreign entities pay tax on corporaififs in accordance with the laws of their dongciln Latvia
and Lithuaniathe tax rate is 15%, in France 33.33%, in Russt,28nd in Belarus 26.28%. There has beel
changes in tax rates in the countries where thegGoperates

Earnings per share

The Group presents basic and diluted earningshage {EPS) data for iordinary shares. Basic EPS is calcule
by dividing the profit or loss attributable to amdry shareholders of the Company by the weightestame
number of ordinary shares outstanding during th@gdeThe Group has no dilutive instrume

Discontinued operations

A discontinued operation is a component of the @i®business that represents a separate majooflinasines:
or geographical area of operations that has besposéd of or is held for sale, or is a subsidiazguaed
exclusively with aview to resale. Classification as a discontinuedrafion occurs upon disposal or when
operation meets the criteria to be classified dd far sale, if earlier. When an operation is cifisd as a
discontinued operation, the comparative incomement is rggresented as if the operation had been disconti
from the start of the comparative per

Operating segments

An operating segment is a component of the Groupahgages in business activities from which it mann:
revenues and incur expenses, including revenuegx@pehses that relate to transactions with anjh@fGroup’s
other components. An operating segrs’ operating results are reviewed regularly by Menagemenboard to
make decisions about resources to be allocatdoetseégment and assess its performance, and fohdtscrete
financial information is available.

Segment results that are reportedhts Management Board include items directly atteble to a segment as w
as those that can be allocated on a reasonabke bbsillocated items comprise mainly corporatetaggeimarily
the Company’s headquarters) and head office exps

Segmentapital expenditure is the total cash outflow dgrihe period to acquire property, plant and equimy
investment property and intangible ast

Inter-segment pricing is determined on an arm’s lengish

Note 4. Determination of fair value:

A number of the Group’s accounting policies and disalesurequire the determination of fair value forht
financial and norfinancial assets and liabilities. Fair values hdwe=n determined for measurement an
disclosure purposes based on the followinethods. When applicable, further information abassumption:
made in determining fair values is disclosed inrthtes specific to asset or liabili
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Investments in equity and debt securi

The fair value of financial assets at fair valueotlgh profit or loss, held-tonaturity investments and availa-
for-sale financial assets is determined by referendbein quoted bid price at the reporting date. Greup ha:
no financial assets at fair value through profilass and he-to-maturity investmentdnvestments in availak-
for-sale financial assets that do not have a quoteienarice in an active market and whose fair valaenot be
reliably measured are measured at

Trade and other receivables

The fair value of trade and other eivables is estimated as the present value ofdutash flows, discounted
the market rate of interest at the reporting

Non-derivative financial liabilities

Fair value, which is determined for disclosure jmsgs, is calculated based on present value of future princip
and interest cash flows, discounted at the maeketaf interest at the reporting date. For findeeses the mark
rate of interest is determined by reference tolamiéase agreemer

Investment property

The fairvalues estimated by the management for comparptiygose only are based on market values, bein
estimated amount for which a property could be ergled on the date of the valuation between a wilinyer
and a willing seller in an arm’s length tsaction after proper marketing wherein the partiad each acte
knowledgeably and willinglyln the absence of current prices in an active ntatke valuations are prepared
considering the aggregate of the estimated castsflxpected to be reced from renting out the property.
yield that reflects the specific risks inherentliie net cash flows then is applied to the net ancash flows tc
arrive at the property valuatiomhe Groupdid not involve external expert in the assessmémhe fer value of
investment property as at and for the year endedeember 2010 due to the recent acquisitionseofelpective
properties.

Note 5. Financial risk managemer
Overview
The Group has exposure to the follow key risks from its use of financial instruments:
o Credit risk
. Liquidity risk
o Market risk
o Currency risk
0 Interest rate risk

The note presents information about the Groupfsdre to each of above risks, the Group’s objestipolicies
and processes for measuring and managing riskthe Group’s management of capital. Further quaié:
disclosures are included throughout these congelidiinancial statemen

The Managementdard has overall responsibility for establishmerd aversight of the Group’s risk managem
framework. The achievement of risk management goals in theugrs organized in such a way that t
management is part of normal business operatiotisreemagement. Risk management is a process offidegt
assessing and managing business risks that caarpor jeopardize the achievement of business ¢

Risk management in the Group is based on the righagement requirements established by Tallinn £
Exchange, the Financial Supervision Authority arttieo regulatory bodies and the Group’s own inte
regulations. The Group’s risk management policies established to identify, measure and controlsrigkisk
management policies are reviewed regularly to ceftdhanges in market conditions and the Group's/ities.
The Group through its training amaanagement procedures aims to develop a disciptindcconstructive contr
environment in which all employees understand thaée and obligation

Credit risk

Credit risk is the risk of financial loss to thedap if a customer or counterparty to aancial instrument fails to
meet its contractual obligations, and arises mdstiy the Group’s receivables from custom

Trade and other receivables

The Group’s exposure to credit risk is influenceginty by the individual characteristics of eecustomer.
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In the area of credit risk, the most important dads the customer’s ability to pay for goods sigxblon a timely
basis. The Group grants credit to all reliable cosrs based on the cre-limits assigned to the customer
assessed apprdgte based on prior payment discipline and saldsnve. The trade receivables reported in
statement of financial position are not secured.cdse of retail operations credit risk is minirbacause th
customer pays immediately either in cash ong a debit or credit card.

The Group has established an allowance for impaitiat represents its estimate of incurred lossesspect o
trade and other receivables. The main componentsi®@fllowance are a specific loss component tblates t
individually significant exposures, and a colleetiloss component established for groups of singiksets ir
respect of losses that have been incurred butetatdgntified.

Guarantees

The Group’s policy is to provide financial guarageonly to whlly-owned subsidiaries. Howey, as of the date
of disposal of PTA (2009), it had two loans andoaardraft from Danske Bank A/S Estonian branchstauding
which were secured by a surety provided by AS &ibvRashion Group. The surety agreement we terminated
after the PTA sales transaction and the balandeamis and credit line amounted to EUR 178 thousendf 31
December 2010. In addition, SFG's surety is used sscurity of PTA guarantee limit with Danske Bakis
Estonian branch of EUR 228ousand; the limit was fully used as of 312010 However, the liability of thi
Group to Danske Bank A/S Estonian branch is in s&rtured by a commercial pledge over PTA's a

For the guarantees issued as of 31 December 2@di0ta<Note 29 and Note 3&or sensitivity analysis refer
Note 36.

Liquidity risk
Liquidity risk is the risk that the Group will ndite able to meet its financial obligations as thaty due. The
Group’s approach to managing liquidity is to ensaefar as posble, that it will always have sufficient liquidi

to meet its liabilities when due, under both norawadl stressed conditions, without incurring unatadap losse
or risking damage to the Group’s reputati

As of 31 December 2010 the Group’s curressets exceeded its current liabilities.

Management has prepared cash flow projections @drl 2according to which the Group’s cash flows i
positive and profitability will ensure positive wang capital by the end of 20: For sensitivity analysisefer to
Note 36.

Market risk

Market risk is the risk that changes in market ggjcsuch as foreign currency exchange rates, stteates ani
equity prices will affect the Group’s income or tveue of its holdings of financial instruments.eTbbjective of
market risk management is to manage and controkehaisk exposures within acceptable parametersle\
optimizing the return.

Currency risk

The Group is exposed to currency risk on sales;hfages and borrowings and cash that are denomiraiz
currency other than respective functional curren@é the Group entities. In the Group’s marketde snd
purchase prices are fixed in the following curresciEEK (Estonian kroons), LVL (Latvian I), RUR (Russian
roubles), BYR (Belarusian roubleOther purchase and sales transactions are mairityiiia and in US dollar:
Intra-group transactions are primarily in Russian roylBedarusian roubles and Eur

Most materials required for the manufacturing oftwem’s lingerie are imported from EU mber states. Those
purchases are mainly in EUR.

Most of the Group’s wholesale sales transactioesimrRUR. The Group’s retail sales prices are fikedhe
currency of the retail market. Fluctuations in #wechange rates of local currencies affect bhe Group’s
revenue and expenses. Rapid changes in the ma#dagtisomic environment and increases or decreastse
value of its currency may have a significant impantthe Group’s operations and the customers’ [@sicly
power.

Interest on borrowingss denominated in currencies that match the cashsflgenerated by the underlyi
operations of the Group. This provides partial @roic hedge without derivatives being entered ihimyever,
the Group has open foreign exchange exposure peceof RIR (sales), EUR (purchases) and minor B
position (purchases) that is not covered by natzahomic hedge

In respect of other monetary assets and liabildesominated in foreign currencies, the Group assthrat its ne
exposure is kept to an a@table level by buying or selling foreign curreriat spot rates when necessar
address short-term imbalances.
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The Group is exposed to currency risks arising ffluttuations in the exchange rates of EUR, USDRBRUR
and indirectly to UAH (Ukrainia hryvnia). During the reporting year, the exchargtes of currencies affectii
the Group’s operating results changed as followairs§ EUR: Ukrainian hryvnia +7.6% (200-5.47%), US
dollar -7.1% (2009: 3.5%), Belarusian rouble +3.3% (20(-33.4%) ad Russian rouble +7.0% (200-4.7%).
The Estonian kroons and Latvian lats are peggdtieadcUR. The Group does not hedge its currencys nigkh
forwards, options or any other hedging instrumi

The Group’s gain from foreign exchange in 2010 wasinly caused by strengthening of Russian roubbk
Belarusian rouble against Euro, as well as depieniaf US dollar. Information on foreign exchang&ins anc
losses is presented in Note Fér senitivity analysis refer to Note 36.

Interest rate risk

Interest rate risk is the risk that the value dhancial instrument will fluctuate due to changesnarket interes
rates. Exposure to the interest rate risk arisw® foans, borrowings and dejits with floating interest rates. Tl
group’s finance lease contracts have both fixedfading interest rate

The interest rate risk depends also on the econemitonments of the Group’s entities and changeke banks
average interest rates. 1Group has a cash flow risk arising from changeisiterest rates because some Ic
have floating interest rates. According to managentbe cash flow risk is not significant. Therefpno hedging
instruments have been implemen

The Group mitigate its interest rate risk by seeking financing wiked interest rates and in-group financing
solutions(obtained predominantly at fixed rat. Information on interest expenses is presenteNote 14. For
sensitivity analysis refer to Note 36.

Capital management

The Board policy is to maintain a strong capitadédao as to maintain investor, creditor and mackefidence
and to sustain future development of the businElss. Management board monitors the return on capitaich
the Group defines as net opergtincome divided by total shareholders eqt

There were no changes in the Group’s approachpitatananagement during the ye
Operational risk management

The Group aims to reduce the risk involved in thesibess by active ri-reduction measures.he main
operational risks are property damage, businessrugtion and liability risks. The objective of Group’s
operational risk management practices is to idgratiid minimise risks associated with operationsgi@s the
environment and personnerhe remaining risks are covered with insuranaeghe extent defined by tt
management.

Note 6. Operating segments

The Group has two reportable segme— lingerie wholesale and retaiNo segment aggregation has b
performed.Both segments are managed separately since eadihesedifferent business models. For each of
segments the management board reviews internalgearent reports on at least a quarterly bi

The following summary describes the operationdhefGrwp’s reportable segments:

- Lingerie wholesale. Includes purchasing, productand distribution of women'’s lingerie throu
external wholesale customers whose ultimate sakesnade to their regional retail customand to franchise
network.

- Lingerie retd. Includes purchasing of women’s lingerie fromngmanies within the Group al
subsequent sale through own retail netw

There is a strong integration between wholesaleratadl segments mainly through sales of goods fndralesale
segment for subsegnt resale in own retail network. The accountialicpes of reportable segments are the s¢
Information regarding the results of each repogaggment is included below. Performance is meddwased ol
segment earnings before interest, tax, deftion and amortisation (EBITDA), as included in thernal
management reports that are reviewed by the Managemoard. Segment EBITDA is used to mea
performance as management believes that such iafammis the most relevant in evaluating the Its of certain
segment relative to other entities that operathiwithe industry

Interest income and interest expenses are notaxirgities of operating segments and are not pexlitb the
Management and not evaluated by the Managemerdrémmarce assessment criteria of segments’ performs
Therefore, interest income and interest expenseprasented on the net be

Unallocated revenues include revenues from servageamissions and rental incor
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Operating segments 2010n thousands of EUR

Revenue from external
customers
Intersegment revenues

EBITDA

Amortization and depreciation
Operating income/loss, EBIT
Share of profit or loss of equity
accounted investees

Financial items, net

Income tax

Net income

Investments in equity accounted
investees

Other operating segment assets
Reportable segment liabilities

Impairment of assets
Capital expenditures
Number of employees as of
reporting date
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retail
16,345

0

762

-258
504

-303
203

3,787
641

355

482

Lingerie
wholesale

76,53¢
8,705

18,63t
1,43¢
17,20(

11
1,171
3,86

14,51¢

106
55,98¢
9,77¢

-3
2,06:

2,701

Apparel
(discontinued
operation)

o

o o

oNeoNoNe)

o o

Total
segments

92,881
8,705

19,397
-1,693
17,704

11
1,173
-4,170
14,718

106
59,776
10,419

-3
2,418

3,183

Unallocated

411
1,013

18
-64
-46

-47
561
-122
346

5,203
1,650

10

Less
discontinued
operation

o oNe)

o o

cNoNaoNel

co®

o ©

Eliminations

-9,718

o

o o

eoNeoNoNe]

[oNeoNe)

Continuing
operations

93,292
0

19,415
-1,757
17,658

-36
1,734
-4,292
15,064

106
64,979
12,069

-3
2,419

3,193
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Operating segments 2009n thousands of EUR

Apparel Less
Lingerie Lingerie  (discontinued Total discontinued Continuing

retail wholesale operation) segments Unallocated operation  Eliminations operations
Revenue from external
customers 17,275 55,58 5,023 77,881 1,186 -5,023 0 74,044
Intersegment revenues 0 20,13¢ 0 20,136 480 0 -20,616 0
EBITDA -5,686 13,45( 477 7,287 -1,712 477 0 6,052
Amortization and depreciation -640 1,48¢ -231 -2,355 -65 231 0 -2,189
Operating income/loss, EBIT -6,326 11,96¢ -708 4,932 -1,777 708 0 3,863
Share of profit or loss of equity
accounted investees 0 -42 0 -42 22 0 0 -20
Financial items, net -1,271 1,45¢ -84 101 871 84 0 1,056
Income tax -158 3,22 13 -3,367 -128 -13 0 -3,508
Loss on sale of discontinued
operations 0 0 -1,524 -1,524 0 1,524 0 0
Net income -7,755 10,15¢ -2,303 100 -1,012 2,303 0 1,391
Investments in equity accounted
investees 0 93 0 93 46 0 0 139
Other operating segment assets 5,868 45,97t 0 51,843 2,370 0 0 54,213
Reportable segment liabilities 6,352 6,12( 0 12,472 1,871 0 0 14,343
Impairment of assets 2,164 250 41 2,455 1,301 -41 0 3,715
Capital expenditures 414 910 294 1,618 130 -294 0 1,454
Number of employees as of
reporting date 472 2,68:¢ 409 3,564 9 -409 0 3,164
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Geographical segments

The Group’s manufacturing facilities are based @taBu: and Latvia. Lingerie wholesale and retail operatiare
analyzed on the basis of geographical segmentan&#grevenue is based on the geographical locatfc
customers, segment assets are based on the geogtdmtation of the asse

Non-current Non-current

Sales revenue Sales revenue assets assets
In thousands of EUR 2010 2009 31.12.210 31.12.2009
Russia 53,721 43,295 99 578
Belarus 25,531 19,558 14,44¢ 13,295
Baltics 4,814 3,946 564 841
Ukraine 4,636 3,493 0 0
Other countries 4,590 3,752 0 186
Total 93,292 74,044 15,111 14,900

Note 7. Group entities and transactions with subsidries and nor-controlling interests

Significant subsidiaries
Ownership  Ownership

interest interest
Entity Location Main activity 31.12.201 31.12.2009
Parent company
AS Silvano Fashion Group Estonia Holding
Subsidiaries of AS Silvano Fashion Grou|
SP ZAO Milavitsa Belarus Manufacturing 78.35% 78.35%

Manufacturing,
AS Lauma Lingerie Latvia wholesale and retail 100% 100%
ZAO Linret Russia Wholesale and retail 0% 49%
France Style Lingerie s.a.r.l. France Holding 100% 100%
OU Linret EST Estonia Holding 0% 100%
Milavitsa Logistic OO0 Belarus Logistics 49% 0%
Subsidiaries of SP ZAO Milavitsa
ZAO StolichnajaTorgovaja Kompaniji
Milavitsa Russia Wholesale 100% 100%
Manufacturing and
OAO Junona Belarus wholesale 58.33¥% 58.33%
Manufacturing and

SP Gimil OO0 Belarus wholesale 52% 52%
SOOO Torgovaja Kompanija Milavit Belarus Wholesale and retail 51% 51%
Milavitsa Logistic OOO Belarus Logistics 51% 0%
Subsidiary of ZAO Stolichnaja Torgovaja Kompanija Milavitsa
ZAO Linret Russia Wholesale and retail 0% 51%
Subsidiary of SOOO Torgovaja Kompanija Milavitsa
OU Linret EST Estonia Holding 100% 0%
Subsidiary of OU Linret EST
ZAO Linret Russia Wholesale and retail  10(% 0%
Associate ofFrance Style Lingerie
S.AR.L
SOOO Torgovaja Kompanija Milavit Belarus Wholesale and retail 49% 49%
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Transactions as of 31 December 20!
Establishment of subsidiary

In the light of the increasing business volumes poténtial business for the services to be offéoedll group
companies, aubsidiary was established jointly the Group's parent company AS Silvano Fashion Gang
largest subsidiary SP ZAO Milavitsa in December 2010e Tiewly founded company targets rendering of
services for both inand outbound logistics and distribution of the GreyproductsThe share capital of the ne
subsidiary is BYR 30,000,000 (approxitely EUR 7,552), 51% of which is held by SP ZAO Mitga and 49%
by AS Silvano Fashion Group. The subsidiary haagtorities in 201(

On 17 December 2010 the Estonian company Linret B8duired 51% of ZAO Linret shares from Z/
Stolichnaja Torgovaja Kopanija Milavitsa fir the total consideration of RUR,530,000. In addition, on ]
December 2010 Linret EST acquired 49% of ZAO Lirsbares from AS Silvano Fashion Grouyr the total
consideration of RUR 1,470,000.

On 21 December 2010 the Estonian cony AS Silvano Fashion Group sold 100% of Linret EStTares tc
SOOO Torgovaja Kompanija Milavitsa for the totahsamleration of EUR 2,556. Net assets of Linret ESTof
the date of transaction amounted to EUR 2,

Due to the fact that the above transons were carried out between the parties thatrrderucommon control ar
the effective shareholding by SP ZAO Milavitsa @ Linret did not change, the transactions are neberh as
common control transactions carried out at bookesland have no imct on the income statement of the Gri
for the the year ended 31 December 2

Transactions as of 31 December 20
Sale of subsidiaries
Sale of UAB Linret LT

In November 2009 the Group closed the sale oftallshares (100%) in UAB Linret LT. Linret | was a
Lithuanian retail subsidiary, operating 14 retaitlets.

Value of assets and liabilities disposed

In thousands of EL 31 October 2009
Property, plant and equipment 75
Other long-term receivables 56
Inventories 214
Trade and other receivables 11
Cash and cash equivalents 7
Loans and borrowings -185
Trade and other payables -765
Net assets and liabilities -587

Taking into account the total investment of SFQ.inret LT, including impairment of loans granted and tr
receivables, the transaction generated an accouptifit of EUR 50 thousand. No cash was receivethfthe
transaction.

Sale of PTA Grupp AS

On 30 June 2009 the Group entered into an agreefimetite sale of all shares in PTA held by the Group to F
Holding OU for a total consideration of EUR 973 dkand. The transaction was performed immediatebn

signing. EUR 473 thousand was paid on the datdeftosing of the transaction by way of takirver certain
liabilities of the Group andccording to the agreement terEUR 500 thousandre payabl in cash by 31
December 2011, carrying interest until full paymdrite obligation to pay the purchase price is sty a shar
pledge over all sharés PTA in favour of the Groug

Value of assets and liabilities disposed

In thousands of EU 30 June 2009
Property, plant and equipment 1,165
Intangible assets 328
Inventories 3,413
Trade and other receivables 1,431
Cash and cash equivalents 156
Loans and borrowings -2,020
Trade and other payables -2,411
Net assets and liabilities 2,062
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Total loss from the disposal of PTA Grt AS recognized in consolidated income statement ateduto EUR
1,524 thousand and was presented in the line “Erass discontinued operation (net of income tax@gNote
37).

Sale of Splendo Polska Sp. z o.0.

The closing of the agreement for the sale of thengany’s shares (90% of the share capital) in SpléPolska
Sp. z 0.0., a Polish retail subsidiary operatingetail outlets, was completed in October 2009. énsolidatec
level as at 31 December 200deolidated losses were reversed that resultedimaj&EUR 1,002 thousand as
the end of the year.

Value of assets and liabilities disposed

In thousands of EU 31 December 2008
Property, plant and equipment 74
Inventories 185
Trade and other receivable 253
Loans and borrowings -790
Trade and other payables -449
Net assets and liabilities =727

Splendo Polska Sp. z.0.0. was disposed to Altat@lapartners Group Compe (a related party in 200 resulting
in a gain of EUR 1,002 thousand recognized diretdlyconsolidated equity as a result of common @b
transactionThe subsidiary was disposed with the objectiveaeehsubsequent liquidation of Splendo Polska
0.0.

Note 8. Sales revenue

In thousands of EU 2010 2009
Income from retail sale 16,345 17,275
Income from wholesale 76,536 55,583
Subcontracting and services 307 1,085
Other sales 104 101
Total 93,292 74,044

Sales revenue by countries is presented in Ni

Note 9. Cost of goods sold

In thousands of EU 2010 2009
Raw materials 32,50¢ 23,515
Purchased goods 2,22( 1,258
Purchased services 8,261 5,327
Personnel costs 8,74( 7,096
Depreciation and amortization 88C 770
Rent and utilities 50€ 355
Other production costs 762 461
Changes in inventories 2,255 3,080
Total 56,132 41,862

Note 10. Other operating incom

In thousands of EU 2010 2009
Penalties received 131 208
Volume discounts received 800 200
Other income 155 456
Release ofmpairment of property, plant and equipn 59 0
Total 1,145 864
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Note 11. Distribution costs
In thousands of EL

Payroll expenses

Advertising and marketing expen
Rent

Storage and packaging

Utilities

Depreciation and amortization
Transportation services

Bad debt expenses

Other expenses

Total

Note 12. Administrative cost
In thousands of EL

Personnel costs

Depreciation and amortization
Professional services

Rent

Business trips

Bank and listing fees

Office expenses
Communication expenses
Insurance

IT costs

Other expenses

Total

Note 13. Other operating expens:

In thousands of EL

Social benefits to employees
Other taxes

Auxiliary materials

Net loss on disposal of property, plant and inthie

assets
Impairment of other assets

Impairment of intangible assddote 17

Expenses for donations
Restructuring costs

Impairment of loan provided to SIA Alta Capital pwars
Impairment of property, plant and equipmr

Depreciation
Other expenses
Total

2010 2009
3,828 3,848
2,647 1,122

894 3,159
728 547
324 373
317 705
290 344
80 406
878 1,048
9,986 11,552
2010 2009
5,412 5,892

450 518

295 1,195

252 320

213 271

207 173

204 161

129 149

97 98
64 88
823 1,273
8,146 10,138
2010 2009
1,099 888
538 1,118
284 112
24 99
31 245
25 203

26 23

0 2,013

0 1,301

0 1,191
110 194
378 106
2,515 7,493

Social benefits to employees include costs reltdetthe social programs and additional benefits joled to the
employees (mainly in Belarus) and expenses ref@itsocial infrastructuremaintenance expenses of emplo

dormitories and first aid station.
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Note 14. Finance income and cos

Recognized in profit or loss
In thousands of EU
Interest expenses

Interest expense on bank loans
Interest expense on leases

Total interest expenses

Other financial income/ expenses

Interest income on loans

Interest income on bank deposits

Dividends received on available-feale financial asse
Other finance income

Other finance expenses

Total other finance income/ expenst

Gains/losses on conversion of foreign currenci

Net finance income/ (costs)

Recognized in other comprehensive incor
In thousands of EUR

Foreign currency translation differences for fore
operations

Finance income/ (costs) recognized in othe
comprehensive income

Attributable to:
Equity holders of the Company
Non-controlling interest

Finance income/ (costs) recognized directly in ey

2010 2009
65 -426
-10 -101
75 527
54 318

1,042 425
15 14
43 41

-150 -187

1,004 611
805 972

1,734 1,056

2010 2009
504 -10,131
504 -10,131
332 -8,209
172 -1,922
504 -10,131
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Note 15. Income tax expen:

Current tax expense
In thousands of EU

Current income tax expense
Change in deferred tax position

Income tax expense from continuing operatior
Change in deferred tax position from discontin
operation

Total income tax expense

Reconciliation of effective tax ratt

In thousands of EU

Profit / Loss for the period
Total income tax expense
Profit before tax

Income tax using the foreign subsidiaries’ dometstic

rate of 25.90% (2009: 28.19%)*
Non-deductible expenses

Non taxable incon

Tax incentives received
Reduction in domestic tax rate

Current year losses for which no deferred tax agasi

recognized
Change in unrecognized deferred tax ¢

Difference between domestiax rates and average re

Total
Including current tax expense
Including deferred tax expense

* Average tax rate of the Group companies during rporting perio..

2010 2009
-4,419 -4,666
127 1,158
-4,292 -3,508
0 13
-4,292 -3,495
2010 2009
15,064 -912
4,292 3,495
19,356 2,583
5,013 728
705 2,822
-431 0
-104 0
116 0

0 1,426
-233 -1,136
-774 -345
4,292 3,495
4,419 4,666
-127 1,171

Starting from 1 January 20%ificome tax rate in Republic of Belarus is 24% (2026.28%). As deferred te
assets and liabilities shall be measured at thedt®s that are expected to apply to the periodwthe asset i
realized or the liability is settled eterred tax as at 31ecember 2010 for companies domiciled in Belarus
calculated based on the rate equal to 24%. Effetduction in tax rate was calculated and preskinteéhe table

above.

The deferred tax arises from temporary differeroetsveen the carrying amounf an asset or a liability in tr
statement of financial position and its tax badee Group’s deferred tax asset and liability isilatable to the

following assets and liabilities:

Deferred tax asset arising fro

In thousands of EU
Deductable temporary differences:
Property, plant and equipment
Intangible assets
Trade and other accounts receivi
Other current liabilities
Inventories
Tax loss carried forward
Deferred tax asset
Less: impairment loss allowance
Net deferred tax position
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741 729
89 36
-11 72
144 177
290 286
71 665
1,324 1,965
0 -807
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Note 16. Property, plant and equipmer

In thousands of EUR

Cost as of 31 December 2008
Movements in 2009

Acquisition

Transfers and reclassifications
Transfers to investment property
Transfers to non-current asselassified
as held for sale

Disposals

Eliminated on disposal of subsidi
Effect of movements in foreign
exchange on cost

Cost as of 31 December 2009
Movements in 2010

Acquisition

Transfers and reclassifications
Transfer to non-current assetassified
as held for sale

Disposals

Effect of movements in foreign
exchange on cost

Cost as of 31 December 2010

Accumulated depreciation as of 3:
December 2008

Movements in 2009

Depreciation

Transfers and reclassification
Transfers to investment property
Transfers to non-current asselassified
as held for sale

Impairment

Disposals

Eliminated on disposal of subsidi
Effect of movements in foreign
exchange on accumulated deprecie
Accumulated depreciation as of 3:
December 2009

Movements in 2010

Depreciation

Transfer to noreurrent assets classifit
as held for sale

Reversal of impairment loss
Disposals

Effect of movements in foreign
exchange on accumulatddpreciatio
Accumulated depreciation as of 3:
December 2010

Carrying amounts

As of 31 December 2008

As of 31 December 2009

As of 31 December 2010
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Other
Landand Plantand equipment Assets under

buildings equipment and fixtures construction Total
6,433 16,997 8,355 1,323 33,108
0 0 382 877 1,259
152 645 1,220 -1,499 518
-89 0 0 0 -89

0 0 -782 -4 -786

-2 -362 -1,246 -73 -1,683

0 -1,485 -2,228 -5 -3,718
-1,804 -3,779 -875 -270 -6,728
4,690 12,016 4,826 349 21,881
0 0 213 2,092 2,305
418 1,123 558 -2,099 0
0 0 -662 0 -662

0 -56 -1,583 -43 -1,682
180 384 164 10 738
5,288 13,467 3,516 309 22,580
1,542 9,438 3,368 0 14,348
154 1,073 979 0 2,206
0 -17 17 0 0

-7 0 0 0 -7

0 0 -257 0 -257

0 0 1,191 0 1,191

-1 -297 -632 0 -930

0 -1,297 -1,108 0 -2,405
-582 -2,032 -404 0 -3,018
1,106 6,868 3,154 0 11,128
156 975 471 0 1,602
0 0 -553 0 -553

0 -59 0 0 -59

0 -55 -1,314 0 -1,369

61 215 109 0 385
1,323 7,944 1,867 0 11,134
4,891 7,559 4,987 1,323 18,760
3,584 5,148 1,672 349 10,753
3,965 5,523 1,649 309 11,446
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Part of other equipment and fixtures with the caigyamount of EUR 19 thousand were moved to disposal gri
held for sale, in line with the Group’s plan angr&d agreement to dispose these assets. Most efjthpmen
was disposed during the year, residual balanceiveagded in linenon-currentassets classified as d for sale in
the statement of financial positias at 31 December 2010 and amounted to EUR 20ahdt

Depreciation charge for 20%6lated to discontinued operations amounted to 609: EUR 185 thousan
Pledged assets

Information on assets ple€ld as collateral is presentecNote 29.

Finance lease

There were no fixed assets acquired under finagmselin 201 (2009: EUR 62 thousand). For further informat
on assets leased under the terms of finance IseeNote 29.

Fully depreciated items

As of 31 December 2010 the cost of fully depreciatems of property, plant and equipment still s @mounte:
to EUR 4,598 thousand (2009: EUR 3,973 thous

Reversal of impairment losses recognised in the

As of 31 December 2010 tl@roup perormed impairment tests to determine recoverableuainof the propert
plant and equipment. As the result the Group’s islidoy Lauma Lingerie recognized reversal of an amment
loss for production equipment in the amount of EBRthousand. Impairmelloss in the amount of EUR ¢
thousand, related to that production equipment, iwasgnized in 2008 due to decreased volume ofymtazh
and as a consequence decreased value in use efuiEment. In 2010 the situation has changed aodugtion
capacites were fully utilized and management expect Hraeslevel of utilization in future. As the resui#tlve in
use of the production equipment was higher thagdtsying value as at the balance sheet date,réugssal of
previously recognized impairmelaiss was recognize

Reversal of impairment losses was recognized iaratperating income in the consolidated incomesgstan.
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Note 17. Intangible assets

In thousands of EUR

Cost as of 31 December 2008

Movements in 2009

Acquisition

Transfers

Eliminated on disposal of subsidi

Effect of movements in foreign exchange on
Cost as of 31 December 2009

Movements in 2010

Acquisition

Transfer

Disposals

Effect of movements in foreign exchange on
Cost as of 31 December 2010

Accumulated amortization as of
31 December 2008

Movements in 2009

Amortization

Impairment loss

Eliminated on disposal of subsidi
Effect of movements in foreigexchange ol
amortization

Accumulated amortization as of
31 December 2009

Movements in 2010

Amortization

Disposal

Impairment loss

Effect of movements in foreign excharon
amortization

Accumulated amortization as of
31 December 2010

Carrying amounts

As of 31 December 2008

As of 31 December 2009

As of 31 December 2010

Impairment losses recognised in the

Projects in
Software Trademarks Goodwill progress Total
1,068 443 2,38¢ 159 4,054
77 0 0 282 359
0 42 0 -10 32
-414 -368 2,38¢ -25 -3,191
-136 -9 0 -50 -195
595 108 0 356 1,059
16 0 0 98 114
4 3 0 -7 0
-3 -84 0 0 -87
18 7 0 11 36
630 34 0 458 1,122
495 267 2,26¢ 0 3,026
148 39 0 0 187
95 0 0 108 203
-335 -264 2,26¢ 0 -2,863
-56 -2 0 -6 -64
347 40 0 102 489
110 16 0 0 126
-2 -67 0 0 -69
0 25 0 0 25
12 1 0 4 17
467 15 0 106 588
573 176 12 159 1,028
248 68 0 254 570
163 19 0 352 534

As of 31 December 2010 Group performed impairmeststto determine recoverable amount of the inkd@
assets. The review led to the recognition of areimmpent loss of EUR 25 thousand (2009: EUR 203<had)

The impairment loss is recognized in other opegatixpenses in the consolidated income state

As of 31 December 2010 the cost of fuamortizeditems of intangible assets still in use amounte®&tR 6

thousand (2009: nil).
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Note 18. Investment poperty

In thousands of EUR 2010 2009
As of beginning of period 1,284 1,479
Acquisitions 0 130
Transfer from property, plant and equipn 0 82
Depreciation -29 -27
Effect of movements in exchange r: 44 -380
As of 31 December 1,299 1,284

As of 31 December 2010 investment property corcsiefegoremises located at Nemiga 8, Minsk (BelafugB.3
sg. m.) acquired in 2007 and two moremisesn Minsk and Mogilev (Belarus) were transferrednfrproperty,
plant and equipment (see Note 16)2009, because the buildings were no longer usethdyGroup and wer
leased to a third party.

The investment property is recognized at cost d&essimulated depreciation and any potential impaitriesses
Rental income generated by the investment frty and recognized in consolidatedtome statement amount
to EUR 179 thousand (2009: EUR 250 thousand). Afingrto management estimates, the carrying valt
investment property as of 31 December 2010 is mgutificantly different from the fair vae. The fair values
estimated by the management for information purpasdy are based on the available market valueésghibe
estimated amount for which a property could be argled on the date of the valuation between a wilinyer
and a willing sder in an arm’s length transaction after proper kating wherein the parties had eached
knowledgeably and willinglyThe Group did not involve external expert in theessment of the fair value
investment property as at and for the year endeldecember 2010 due to the recent acquisitions ofethigective
properties.

As of 31 December 2010 investment property corgisfgpremises located on the territory of Belaragylinsk,
Brest, Gomel, Grodno, Svetlogorsk and Mogilev. Rses are rented t to related party SOOO Torgove
Kompanija Milavitsa and also to third part

Note 19. Equity accounted investee

The Group's share of loss in its equity accountegstees for the current period was EUR 36 thoug2aa9:
EUR 20 thousand), dividesdreceived were EUR 1 thousand (2009: EUR 1 tha)sgpositive currenc
translation difference was EURt2ousan (2009:negative currency translation difference was E24 thousand).

All interests in associates are held by AS Sily Fashion Group subsidiary SP ZAO Milav. Equity method is
applied based on the latest available financiallltesof the associates. Summary of financial infation for
equity accounted investees:

As of 31 December 2010

Group’s Group’s

Owner- Total Total share in share in
in thousands of EUR ship assetdiabiliies Equity equity Revenue Expense Profit  profit
OO0 Torgovyj Dom
Milavitsa —
Novosibirsk 25% 767 356 411 102 4,55i 4,353 204 51
ZOO0 Torgovyj Dom
Milavitsa — Tjumen 25% 120 107 13 3 554 546 8 2
TOV Torgovaja
Kompanija Milavitsa,
Kiev 26% 856 1,286 -430 0 6,22¢ 6,181 45 0
00O Uralskoje
Predstavitelstvo
Torgovyj Dom
Milavitsa, Ufa 35% 9 7 2 1 88 87 1 0

1,752 1,756 -4 106 11,425 11,16 258 53
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As of 31 December 2009

Group’s Group’s
Owner- Total  Total share ir share ir
in thousands of EUR ship  assetdiabilities Equity equity Revenue Expense Profit  profit
OO0 Torgovyj Dom
Milavitsa —
Novosibirsk 25% 398 211 187 46 2,110 2,061 49 12
Z0OO0 Torgovyj Dom
Milavitsa — Tjumen 25% 96 93 3 1 521 514 7 2
ZAO Stolichny;j
Torgovi Dom
Milavitsa, Moscow 50% 2,898 2,715 18< 92 5,393 5,303 90 45
TOV Torgovaja
Kompanija Milavitsa,
Kiev 26% 1,225 1,663 43¢ 0 5,715 5,871 -156 0
OO0 Uralskoje
Predstavitelstvo
Torgovyj Dom
Milavitsa, Ufa 35% 14 13 1 0 118 117 1 0
4,631 4,695 64 139 13,857 13,86¢ -9 59

In January 2010 ZAGtolichnyj Torgovi Dom Milavitsa, Moscc hasincreased its share capital and as the re
Group’s share decreased 1d% as at 31 December 2010 and Group lost signifioca@fluence on busines
activities of the companyAs from January 207, Stolichnyj Torgovi Dom Milavitsa, Moscc ceased to be
accounted using equity method and was reclasstfiedvailable for sale financial assets. The lossnfrde-
recognition in the amount of EUSR thousandwvas included in Share of profit of equity accountaegestees in th
consolidated income statement.

Note 20. Available-forsale financial asse!

Equity investments

Carrying Carrying
value value
of of
Ownership investment  Ownership investment
as of as of as of as of
In thousands of EL Domicile  Core activity 31.12.10 31.12.10 31.12.09 31.12.09
OAO
Belvnesheconombank Belarus Financing 0.0059% 9 0.0059% 9
National Pension Fun
of Belarus Belarus Financing 0.0008% 0 0.0008% 0
Manufacturin
00O Gratija Belarus g 0% 0 14,28609 4
OAO Belinvestbank Belarus  Financing 0.0001% 0 0.0001% 0
ZAO Stolichnyj
Torgovi Dom
Milavitsa, Moscow Russia Retail 14% 0 n/a n/a
ZAO Minsk Transit
Bank Belarus Financing 0.0600% 10 0.0600% 9
Manufacturin
OAO Svitanok Belarus g 11.3730% 351 11.37309% 340
Total 370 362

Available-forsale financial assets comprise the financial irmests of AS Silvano Fashion Group’s subsidi
SP ZAO Milavitsa. The financial investments aretedfaat cost because the shares are not traded actve
market and their fair value cannloé measured reliablffair value hierarchy is not applicak, however OAO
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Belvnesheconombank, ZAO Minsk Transit Bank iOAO Svitanok are profitable companies and valuthete

investments has no signs of impairm

Note 21. Inventories

In thousands of EUR

As of 31 December 2010 2009
Raw and other materials 4,816 3,929
Work in progress 1,972 1,479
Finished goods 8,744 11,320
Other inventories 260 291
Total 15,792 17,019

Inventories are shown at their carrying values Whice determined as tlower of cost and net realizable vali
As of 31 December 2010 the writiewns of raw materials to net realizable value amwdito EUR 552 thousan
whereas as of 31 December 2009 those amountedRo3B0 thousand. As of 31 December 2010 the -downs
of finished goods to net realizable value amoumbeBUR 354 thousand, whereas as of 31 December ®eit¥-

downs amounted to EUR 687 thous: The write-downs are included in cost of sales.

Note 22. Other tax receivables and payabl

In thousands of EUR
As of 31 December

Tax receivables 2010 2009
Value added tax 1,468 1,411
Personal income tax 4 0
Social tax 9 17
Other taxes 36 34
Total 1,517 1,462
Tax payables 2010 2009
Value added tax 465 1,237
Social tax 169 94
Personal income tax 62 60
Other taxes 16 196
Total 712 1,587
Note 23. Trade receivables

In thousands of EU

As of 31 December 2010 2009
Trade receivables 10,190 9,051
Impairment of receivables -548 -639
Total 9,642 8,412

The Group’s exposure to credit and currency risidimpairment losses related to trade receivabiesliaclosec

in Note 36.
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Note 24. Other receivables

In thousands of EU
As of 31 December

Other current receivables 2010 2009
Loans to third parties 757 100
Prepaid expenses 140 173
VAT on unpaid invoices 99 628
Guarantees withheld 42 261
Due from customers for contract wi 23 13
Employees receivables 12 a7
Miscellaneous receivables 185 122
Impairment of other receivables -70 -177
Total 1,188 1,167

The Group’s exposure to credit and currency risigienpairment losses related to other receivabieslsclosec
in Note 36.

Loans to third parties include shaetm parts of loans granted to employees and ordswmupartners of Milavits,
SP ZA0. All loans are measured at amortized

Note 25. Prepayments

In thousands of EU

As of 31 December 2010 2009
Prepayments for advertising and marketing expe¢ 167 8
Prepayments for rent 28 150
Prepayments to customs 21 37
Prepayments to other suppliers 72 414
Total 288 609

Note 26. Cash and cash equivaler

In thousands of EU

As of 31 December 2010 2009
Short-term deposits 16,438 7,991
Bank accounts in foreign currencies 4,385 1,222
Cash in transit 385 575
Bank accounts in Estonian kroons 238 46
Cash on hand 22 4
Total 21,468 9,838

Cash and cash equivalents analyzed by curren
In thousands of EUR

As of 31 December 2010 2009
EUR (Euro) 12,439 8,337
BYR (Belarusian rouble) 2,551 621
RUR (Russian rouble) 6,186 625
LVL (Latvian lat) 53 103
EEK (Estonian kroon) 238 4
Other 1 148
Total 21,468 9,838

At the end of 2010, cash placed in s-term deposits with the maturity from 1 to 5 monémsounted to EUI
16,438 thousandlhe interest rates were in the range from 0.1%%6&66per annum for deposits denominate
EUR, 14% per annum for demand deposits denominiateBelarusian rubles, 0.1% per annum for demnr
deposits denominated in EEK, and from 0.8% to 9¥annum fr demand deposits denominated in Rus
rubles.For the fixed term deposits (EUR 8,035 thousaneé) dbposits can be cancelled by giving less th
month’s notice. For other deposits the Group cathdraw money from deposits without any notice ifoami
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still on account would not be reduced to less tBaiR 100 thousand for deposits in EUR and EUR 5<hod
for deposits in BYR. The Group intends to use thecelation clause when necessary to ensure thditigéor
operating activities.

The Group’s exposure to interest rate risk andiseitg analysis for financial assets and liab#ii is disclosed i
Note 36.

Note 27. Equity

Share capital

As of 31 December 2010 share capital of AS Silveashion Group amounted to EUR 25,313 thod (EEK
396,070 thousand), which is divided into 39,607,808res with a nominal value of EUR 0.64 (EEK 18)h

Cancelation of shares

On 28 June 2010 the decision was taken by the ArBeaeral Meeting to reduce the share capital ofSfi&ano
Fashion @Goup by EUR 252 thousand (EEK 3,930 thousand) t& 28,313 thousand (EEK 396,070 thousand
way of cancelling 393,000 own shares owned by tben@any. The share capital reduction was registenr
Estonian commercial registry on 15 October 2 In Equty movement for 2010 cancelation of shares
reflected by increase of own shares by EUR 450<hod, decrease of Share Premium by EUR 141 thoL
decrease of Accumulated profit by EUR 59 thousamctease of Translation Reserve by EUR 2 thousanak
decrease of Share Capital by the EUR 252 thou

The minimum share capital and maximum share cajitaccordance with articles of association of Asaho
Fashion Group amount to EUR 15,978 thousand (EEB,@® thousand) and EUR 63,912 thou: (EEK
1,000,000 thousand) respectively (the maximum nurabshares is 100,000,000t

All issued shares have been fully paid

As of 31 December 2010 2009
Share capital, in thousands of EUR 25,313 25,565
Number of shares 39,607,000 40,000,000
Par value of a share, in EUR 0.64 0.64

All shares issued by AS Silvano Fashion Group agistered ordinary shares. Each ordinary sharetgythe
holder one vote at the general meeting of shareh®ldTheCompany does not issue share certificate
shareholders. The dnpany’s share register is electronic and mainthiaethe Estonian Central Register
Securities.

Each ordinary share grants the holder the rigtaticipate in profit distributions in proportioa the number ¢
shares held. The general meetiotgcides the amount that will be distributed asdéinds on the basis of t
Company’s approved annual repc

Changes in share capital in 2010:

Date Total number of share«  Share capital at par value Share premium
In thousands of EUR
31 December 2009 40,000,000 25,565 14,271
Cancelation of shares -393,000 -252 -141
31 December 2010 39,607,000 25,313 14,130

Decrease of share capital and conversion of shagstal into EUF

The Extraordinary Shareholder Meeting held on 17did@2011decided uporconversion of the share capital ir
Euros and upon decrease of the share capital 9% 3,d1.17 Euros to the amount of 19,750,000 Eusdslbws

1. To cancel 107,000 Company’s ow-shares that have been bought back by the Compater tie bu-back
progamme as adopted by the resolution of the extraargigeneral meeting of 9th of November 2010 ar
reduce the share capital by 1,070,000 kr ( 68,385 euros) to 395,000,000 kro@®s,245,101 euro.

2. After the cancellation of the own shares and tldeicgon of the share capital related thereto, dit@ humbel
of shares shall be 39,500,000.

3. The shares held by the shareholders are not subjeancellatior

4. The Company shall make no payments te shareholders in connection with the cancellatibrthe
Company’s own shares.
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5. To convert the share capital reduced by the caatamtl of the own shares and the nominal value ®fthare:
into Euros as follows:

5.1. The amount of the share capital as beionverted into euros is 25,245,101.17 euros anch¢meinal
value of each share is 64 ce

5.2. To reduce the share capital by 5,495,101.17 eor@9,f750,000 euros in order to meet the requires
set forth in § 223(1) and § 223(2) of the ComméICiade

5.3. The share capital shall be reduced by means of @siogethe nominal value of each share by 14 cer
50 cents.

5.4. The conversion of the nominal value of shares éums shall not affect the rights attached to shaoe
the relation of the nominal vallof shares to the share capital. The rounding ofrdselts of the
conversion of shares' nominal value has no ledete

5.5. After the conversion and the reduction of the stwagital the new amount of share capital shal
19,750,000 euros, which is ided into 39,500,000 Ahares with nominal value of 50 cents each sl

5.6. To pay to the shareholders 14 cents per each $&bratiee decrease of the nominal value of shares
amount shall be paid to the shareholders withiaghmonths after entry ofe decrease of share cap
in the Commercial Register provided that the claohsreditors submitted during the term are sec
or satisfied.

Statutory capital reserve

The statutory capital reserve has been createddardance with the requirements the Estonian Commerci
Code. The capital reserve is created with annugpirtdit transfers. Every year the parent compaay to transfe
to the capital reserve at least one twentiethofét profit for the period until the capital reseamountso at
least one tenth of its share capital. The reserag be used for covering losses and for increadiragescapita
through a bonus issue. The capital reserve mapendistributed to shareholde

As of 31 December 2010 the capital reserve amotto EUR 67,000 (2009: EUR 67,0C
Translation reserve

The translation reserve comprises all foreign emgbadifferences arising from the translation of fimancial
statements of the Group’s foreign entities whosetional currency differs from Grouj presentation currency.

Other reserve

On 21 May 2010 the parent company of the Group amut the share b-back program of the Group's larg
subsidiary SP ZAO Milavitsa. As of 31 December 2AB2 shares have been acquired b' ZAO Milavitsa
constituting 1.8% of all shares in SP ZAO Milavitsa. The effecttlos transaction on the consolidated result
thr Group was theecrease in Nc-controlling interest by EUR 591 thousaadd the increase in the effecti
shareholding by the Group parent Comy. The net result of this transaction was recognaetransaction wit
owners, recorded directly in equit9ther reserves of EUR 453 thousands were estadl

Own Shares

The reserve for the Group’s own shares comprisestist of the Company’s shares held by the GrouB1
December 2010 AS Silvano Fashion Grceld 111648 own shares (2009: 393,000) acquired undeedha-
back program. fie buyback took place undee following conditions:

— SFG is entitled to buy back its own shares fromdhee of the approval of the buyback until 30 J
2011;

— The total numbeof own shares to be bought back by SFG may noteekx8e960,700 shares, 10% of
total share capital of SFG;

— The maximum price payable by SFG for one sharet4.60 EUR

— The maximum amount payable by SFG for its own sharde 15,842,800 EU

The buyback period started on 15 November 2010inQuhe period from 15 Noverer 2010 to 1 March 201
number of shares bought back amounted to 133,628age price per share amounted to 2.7757 EURtiregih
total cost of 370,911 EUR.

As of 31 December 2010 the amount of shares boo@tk is 111,648 the average price per slwas 2.7894
EUR, the cost in total was 311,431 El

As of 31 December 2010 AS Silvano Fashion Grouplhdd3 shareholde
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Note 28. Earnings per share

The calculation of basic earnings per share at &debhber 2010 was based on the profit attributio owners of

the Company and a weighted average number of oxdéteares

In thousands of shares 2010 2009
Issued ordinary shares at 1 January 40,000 40,000
Shares canceled -393 0
Effect of own shares held -9 -393
Weighted average number of
ordinary shares 39,598 39,607
2010 2010 2010 2009 2009 2009
Continuing Discontinued Continuing  Discontinued
operations operations  Total operations operations Total
Profit/Loss for the period,
attributable to owners, EUR 12,240 0 12,240 -165 -2,303 -2,468
thousand
Basic profit/(loss) per share 0.31 0 031 -0.004 -0.058 -0.06
(EUR)
Diluted profit/ (loss) per share 0.31 0 031 -0.004 -0.058 0.06
(EUR)

Diluted profit orloss per share do not differ from baprofit or loss per share as ASlvano Fashion Group hi
not issued any financial instruments that couldtdibasi profit or loss per share.

Note 29. Loans and borrowing

This note provides information about contractuainie of the Group’s interest bearing loans and buirrgs,
which are measured at amortized cost. For more infismabout the Group’s exposure to interest raiegifin

currency and liquidity risk, sedote 3.

In thousands of EU
Non-current liabilities
Loans

Finance lease liabilities
Total

In thousands of EL

Current liabilities

Current portion of loans

Current portion ofinance lease liabilitie
Total

Initialled for identification purposes only
A]lkirjastatudidentiﬁ!sec)rin}ise .
Date/kuupiev.....CA.L5 2011, "
Signature/allkiri .
KPMG, Tallinn

2010 2009
0 251

0 8

0 259
2010 2009
27 1,494
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Terms and debt repayment schedi

31 Dec 201 31 Dec 2009
Nominal  Yearof Face Carrying Face Carrying
In thousands of EUR  Company  Currency interestrate maturity value amount value amount
Secured bank loan  SP Gimil OOC BYR 23.00% 2010 0 0 105 105
Secured bank loan  Junona OA( BYR 24% 2010 0 0 110 110
Secured bank loan SP GimioC BYR 23% 2010 0 0 37 37
Secured bank loan ~ SP Gimil OOC EUR 19% 2010 0 0 52 52
3M EURIBOR
Secured bank loan AS SFG EUR + 4% 2013 0 0 340 340
BYRIBOR*+
Secured bank loan  Junona OA( BYR 3.00% 2011 27 27 0 0
Lauma 3M EURIBOR
Bank overdraft Lingerie AS EUR +6.25% 2010 0 0 1,101 1,101
Finance lease liabilitieSP Gimil OOC USD 14.50% 2012 11 9 21 16
Finance lease liabilitieS SFG EUR 14.00% 2010 0 0 8 7
Milavitsa SP
Finance lease liabilitie AO EUR 13.00% 2010 0 0 42 37
Total interest bearing liabilities 38 36 1,816 1,805

* BYRIBOR —BYR Interbank Offered Ra

All fixed rate interest bearing liabilities are ugsl by Belarus financial institutions and intemagés are reviewe
annually and adjusted by State Refinancing |

Regarding shorterm loans with outstanding balance as of 31 Deeer@B10 and with floating interest rates,
management of the Group is of the opinion thatith@s were granted on the market terms and caariearket
interest rate; consequently, fair valuef loans do not differ significantly from their cgimg amounts as tr
interest rate is floating and the margin dependtherGroup’s operating risl

In 2010 the Group received loans in the amount WRE/65 thousand (209: EUR 6,558 thousand) and sed
loan liabilities in the amount of EUR 2,489 thoud4A0(9: EUR 10,457 thousand).

Loan collateral

The loans provided to OAO Junoby OAO Belarusbank are secured by fixed assets of Qétna for the boc
value of EUR 317 thousand.

Finance leases
Assets under finance leases

Plant and
In thousands of EUR Intangible assets equipment Total
Cost 31 December 20( 69 339 408
Accumulated depreciation 31 December 20( -40 -148 -188
Carrying amount 31 Decembei2009 29 191 220
Cost 31 December 20: 0 21 21
Accumulated depreciation 31 December 20: 0 -5 -5
Carrying amount 31 Decembei2010 0 16 16
Future minimum lease payments under finance le
Future Future

minimum Present value minimum Present value

lease of minimum lease of minimum
In thousands of EUR payments Interest lease payments payments Interest lease payments
2010 2010 2010 2009 2009 2009

Less than one year 11 2 9 61 9 52
Between one and five years 0 0 0 10 2 8
11 2 9 71 11 60
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Note 30. Operating lease

The Group as a lessee

In 2010 the Group made operating lease payments éoe,sbffice and production premises and plant
equipment. Operating lease expenses totaleR 1,652 thousand (2009: ELB834 thousanc

There were no contingent rent expenses recog!

Minimum non-@ncellable operating lease rentals have lestablishen the basis of the n-cancellable periods
of operating lease contracts. The contracts orege of store premises in Russia, Latvia and Bglare no
binding for a long term. Most leases aancellable by giving two to ten months’ notice. &s31 December 201
the Group has contingent rent liabilities in amoofMEUR 207 thousand (2009: EUR 2Tt2ousand).

In thousands of EU
As of 31 December

Minimum operating lease rentals 2010 2009
Payable in less than one year 725 850
Payable between one and five years 1,149 1,056
Payable in over five years 200 6
Total 2,074 1,912

The Group as a lessor
The Group as a lessor does not have an-cancellable operating lease contracts.

The Groupleases out premises and machinery under the tefroyseoating lease. In 2010 operating lease inc
amounted to EUR 350 thousand (2009: EUR 374 thal):

In 2010 theGroup leased out machinery and premises with toed of 2,357 square meters to 13 panies in
Belarus (2009: a total of 2,343 square meters toohipanies). All lease contracts are cancell

Note 31. Trade payables

In thousands of EU

As of 31 December 2010 2009
Trade payables to suppliers:
Materials 5,950 5,856
External services 1,399 1,467
Other 332 602
Total 7,681 7,925

The Group’s exposure to currency and liquidity rielated to trade payables is discloseNote 36.

Note 32. Other payables

In thousands of EU

As of 31 December 2010 2009
Payables related to employees 600 514
Customer advances for products and ser 277 148
Other payables 254 250
Total 1,131 912

Payables related to employees among other iterhedimcleclared social insurance contribution ame, personal
incometax calculated based on employee’s wages and eslfor December 10. The Group’s exposure
currency and liquidity risk related to other payahis disclosed iNote 36.
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Note 33. Provisions

Restructuring Other Total

In thousands of EUR provision provisiong provisions
Short term provisions

As of 31 December 2009 156 61 217
Provided during 2010 10 724 734
Used during 2010 -178 -633 -811
Eliminated on disposal of subsidi 0 -21 -21
Effect of movements in exchange r: 12 5 17
As of 31 December 2010 0 136 136

In 2008 the Group rassessed the performance of “Oblicie” retail claprrated by ZAO Linriin the Russian
Federation. Due to the economic downturn and basdtie stores performance the management decidgdsie
the least profitable shops in 2009 and rebrand irénga shops from “Oblicie” to “Milavitsa” to incres the
contribution of the kand name towards overall performance of Russiajetie retail operation:

In December 2009 an action plan was approved ferfainther restructuring of the Group's I-making retail
operations in Russia. The plan included the transfeMilavitsa reail outlets to franchising partners and
closure of remaining inefficient stores. As a rgstiliring 2010 all the remaining stores were eith@nsferred t(
trading partners or closed.

Other provisions as at 31 December 2010 mainlyuied provisio for advertising and other expenses incul

by Franchising Partners in 2010 which will be comgsted by Milavitsa in 2011, according to franatug
agreements, as well as provision for retro bon

Note 34. Accrued expenses

In thousands of EU

2010 2009

Vacation pay 581 434
Bonuses 856 1,061
Other 320 41
Total 1,757 1,536

Note 35 Transactions with related partie:

Related parties, as defined by IAS 24 Related Haigglosures, are those counter parties that rept

€) Enterprises thatirectly, or indirectly through one or more intemigies, control, or are controlled t
or are under common control with, the Parent ositssidiaries. This includes holding companiessilidries
and fellow subsidiaries;

(b) Associates - enterpris@s which the Parent or its subsidiaries have sigaift influence and which a
neither subsidiaries nor joint ventures of the stoe

(c) Individuals owning, directly or indirectly, an imgst in the voting power of the Parent or its sdiasies
that gives them significant influence over the Panarits subsidiarie

(d) Key management personnel, that is, those persovisghauthority and responsibility for plannir
directing and controlling the activities of the &air or its subsidiariedincluding directors and officers of tl
Parent or its subsidiaries and close members dathéies of such individuals; a

(e) Enterprises in which a substantial interest in\tbgng power is owned, directly or indirectly, byye
person described irc) or (d) or over which such a person is able terege significant influence. This includ
enterprises owned by directors or major sharehsldéthe Parent or its subsidiaries and enterptisshave
member of key management in common with thrent or its subsidiaries.
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Included in the consolidated statement of finanpidition as of 31 December 2010 and 31 Decemb@® 20¢
the following transactions with related part

In thousands of EU

Sales of goods and services 2010 2009
Associated companies 8,508 11,457
Total sales 8,508 11,457
In thousands of EL

Balances with related parties 2010 2009
Receivable from associated compa 1,542 2,611
Total receivable 1,542 2,611

In thousands of EU
As of 31 December
Benefits to members of the managemeiand

supervisory board 2010 2009
Remuneration and benefits 357 645
Total 357 645

According to management’s assessment, the pricpbedpin transactions with related parties did ddter
significantly from the market terms.

Note 36 Financial instruments

In thousands of EU

Assets 2010 2009
Available-for-sale financial assets 370 362
Trade receivables, net 9,642 8,412
Other receivables 981 897
Cash and cash equivalents 21,468 9,838
Total 32,461 19,509
In thousands of EU

Liabilities 2010 2009
Secured bank loans 27 644
Bank overdraft 0 1,101
Finance lease liabilities 9 60
Trade payables 7,681 7,925
Other payables 854 764
Total 8,571 10,494

Other payables do not include Customer advanceproducts and services (Note 32 these liabilities do not
represento financial instruments. Other receivables doinolude VAT on unpaid invoices and Prepaid expel
(Note 24) as these assets do not relate to finkinsiauments whereas it include Other long terpereables

Credit risk

The carrying amount of fancial asset(except for available-for-sale financial asse&presents the maximu
credit exposure. The maximum exposure to creditaighe reporting date wi

In thousands of EUR

As of 31 December 2010 2009
Trade receivables 9,642 8,412
Other receivables 981 897
Cash and cash equivalents 21,468 9,838
Total 32,091 19,147
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The maximum exposure to credit risk for tr, other receivableand cash and cash equivaleby geographic

region was:
In thousands of EUR

As of 31 December 2010 2009
Domestic (Estonian) 3,924 1,709
European Union countries 1,042 609
CIS countries 25,167 16,660
Other 1,958 169
Total 32,091 19,147
The ageing of trade and other receivables at {hertiag date wa
Gross Impairment Gross Impairment

In thousands of EUR 2010 2010 2009 2009
Not past due 9,362 0 7,26( 0
Overdue 1-30 days 598 -1 982 -21
Overdue 31-90 days 538 -26 674 -6
Overdue 91-180 days 425 -331 51¢ -158
More than 180 days 1,549 -1,491 1,83¢ -1,774
Total 12,472 -1,849 11,26¢ -1,959

The movement in the allowance for the impairmenespect of trade receivables and other receivahlgag the

year was as follows:

Balance at the beginning of perio
Impairment losses for the period

Impairment losses used

Effect of movements in exchange r:

Balance at the end of period

2010 2009
-1,959 -263
-20 -2,135
143 431
-13 8
-1,849 -1,959

Impairment losses on receivables are recognizelisinibution costs and other operating expense200 there
were no recoveries of losspeeviously provided for (2009: no recoveri

Liquidity risk

The following are the contractual maturities ofdircial liabilities, including estimated interesypeents

In thousands of EUR
As of 31 December 2010

Non-derivative financial
liabilities

Secured bank loans
Finance lease liabilities
Trade payables

Other payables

Total

In thousands of EUR
As of 31 December 2009

Non-derivative financial
liabilities

Secured bank loans
Finance lease liabilities
Trade payables

Other payables

Bank overdraft

Total
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Carrying Contractual 6 months
amount cash flows orless 612 months 1-2 years  2-5 years
27 28 28 0 0 0
9 11 6 5 0 0
7,681 7,681 6,757 924 0 0
854 854 854 0 0 0
8,571 8,574 7,645 929 0 0
Carrying Contractual 6 months
amount cash flows orless 612 months 1-2 years 2-5years
644 691 328 10¢ 105 150
60 72 57 5 10 0
7,925 7,925 7,925 0 0 0
764 764 588 17¢ 0 0
1,101 1,165 1,165 0 0 0
10,49¢ 10,617 10,063 28¢ 115 150
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Currency risk

The Group's exposure to foreigarrency risk was as follows based on notional an&

In thousands of EUR

As of 31 December 2010 Total EUR BYR RUR LVL EEK Other
Cash and cash equivalents 21,46¢ 12,439 2,551 6,186 53 238 1
Trade receivables 9,64: 2,957 1,050 5,271 364 0 0
Other receivables 981 697 245 26 13 0 0
Secured bank loans -27 0 -27 0 0 0 0
Finance lease liabilities -9 0 0 0 0 0 -9
Trade payables -7,68] -5,655 -1,184 -296 22¢ -14 -304
Other payables -854 -5 -610 -170 54 -15 0
Statement of financial

position exposure 23H2C 10,433 2,025 11,017 14¢€ 209 -312
In thousands of EUR

As of 31 December 2009 Total EUR BYR RUR LVL EEK Other
Cash and cash equivalents  9,83¢ 8,337 621 625 10z 4 148
Trade receivables 8,41 2,000 1,076 4,321 1,01¢ 0 0
Other receivables 897 614 163 100 20 0 0
Secured bank loans -644 -392 -252 0 0 0 0
Bank overdrafts -1,101 -1,101 0 0 0 0 0
Finance lease liabilities -60 -44 0 0 0 0 -16
Trade payables -7,92¢ -5,896 -851 -689 297 -5 -191
Other payables -764 -193 -456 -75 40 0 0
Statement of financial

position exposure 8,651 3,325 301 4,282 80¢ -1 -59

The following significant exchange rates applied ding the year:

in EUR Average rate Reporting date spot rate
2010 2009 2010 2009
EEK 0.0639 0.0639 0.0639 0.0639
LVL 1.4229 1.4229 1.4229 1.4229
LTL 0.2896 0.2896 0.2896 0.2896
BYR 0.0003 0.0003 0.0003 0.0002
RUR 0.0249 0.0226 0.0248 0.0230

Sensitivity analysis

The Group's exposure to currency risk related setasor liabilities in foreign currencies mairrelates to its
operations in Belarus and Estonia. As of 31 Dece&fb&0 the Group had a positive net bce sheet position in
EUR and RURof EUR 7,147 thousand and EUR 9,778 thousand elguitzeespectively in Belarus. A 10 perci

weakening of BYR agast the below currencies as of 31 December 2010dvoate increased (decreased) pi

or loss by the amounts presented below. Furthernasref 31 December 2010 the Group had negaet balance
sheet position in RURf EUR 6,632 thousand equivalentEstonia. A10 percent strengthening of Rl against

EEK (or EUR) as of 31 December 2010 would havedased profit or loss by the amounts presented k

Effect in throusands of EUR Profit or Loss
BYR weakening against EUR 714
BYR weakening against RUR 978
RUR strengthening against EEK (or EL -663
Total 1,029
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Interest rate risk

As of the reporting date the interest rate prafiithe Group’s intere-bearing financial instruments w

In thousands of EUR
Fixed rate instruments
Financial assets

Variable rate instruments
Financial liabilities

Net position

Cash flow sensitivity analysis for variable rate istruments

Effect in thousands of EUR
As of 31 December 2010
Variable rate instruments
Cash flow sensitivity (net)

As of 31 December 2009
Variable rate instruments

Cash flow sensitivity (net)

Cash flow sensitivity analysis for fixed rate instuments

2010 2009
17,14¢ 8,686
17,14¢ 8,686

-27 -1,805
-27 -1,805
17,118 6,881

Profit or loss

100 bp 100bp
increase decrease
0 0
0 0
18 -18
18 -18

The Group does not account for any fixed rate fimmassets and liabilities at fair value througbfip or loss,
and the Group does not designate derivatives ésteate swaps) as hedc instruments under a fair value hec
accounting model. Therefore a change in interéesrat the reporting date would not affect profitoss

Fair values

The fair values of financial assets and liabilitiegether with the carrying amounts shon the statement of

financial position are as follows:

In thousands of EUR Carrying amount Fair value  Carrying amount  Fair value
As of 31 December 2010 2010 2009 2009
Available-for sale financial assets 370 370 362 362
Trade receivables 9,642 9,642 8,412 8,412
Other receivables 981 981 897 897
Cash and cash equivalents 21,468 21,468 9,838 9,838
Secured bank loans -27 -27 -644 -644
Financial lease liabilities -9 -9 -60 -60
Bank overdraft 0 0 -1,101 -1,101
Trade payables -7,681 -7,681 -7,925 -7,925
Other payables -854 -854 -764 -764
Total 23,890 23,890 9,015 9,015
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Note 37 Discontinued operation:

On 30 June 2009 the Group closed the transactiothéosale of all shares in PTAupp AS held by the Group.
The impact of sale of the PTA on the Group’s finahperformance and position is disclosed bel

Results from discontinued operatio

In thousands of EU 201( 2009
Revenue 0 5,023
Expenses 0 -5,815
Results from operating activities 0 -792
Income tax 0 13

Results from operating activities net of ta 0 -779
Loss on sale of discontinued operat 0 -1,524
Loss for the period 0 -2,303
Basic loss per share (EUR) 0 -0.058
Diluted loss per share (EUR) 0 -0.058
Cash flow fromdiscontinued operatior

In thousands of EL 201( 2009

Net cash used in operating activi 0 116

Net cash from investing activiti 0 -135

Net cash from financing activiti 0 -121

Net cash from discontinued operation 0 -140

Effect of disposal orthe financial position of the Grou

In thousands of EUR 2009
Property, plant, equipment and intangible a 1,493
Inventories 3,413
Trade and other receivables 1,431
Cash and cash equivalents 156
Trade and other payables -2,411
Loans and borrowings -2,020
Net assets and liabilities 2,062
Consideration received, satisfied in ¢ 0
Cash disposed of -156
Net cash flow -156

Note 38. Contingencies
Contingent liabilities under guarantees issu

The Group’s policy is to provide financial guarageonly to wholl-owned subsidiaries. However as of the ¢
of disposal of PTA (2009), it had two loans andoaardraft from Danske Bank A/S Estonian branchtantiing
which were secured by a surety yided by AS Silvano Fashion Group. The surety agerg was not terminate
after the PTA sales transaction and the balandeamis and credit line amounted to EUR 178 thousendf 31
December 2010. In addition, SFG's surety is used sscurity of PTAguarantee limit with Danske Bank A
Estonian branch of EUR 228 thousand; the limit fully used as of 3 December 201However, the liability o
the Group to Danske Bank A/S Estonian branch iarim secured by a commercial pledge over PTA'ss

Contingent dividend tax liability

The retained earnings of the Group amounted to BEBR8 thousand as of 31 December 2010 (31 Decel
2009: EUR 3,777 thousand). The income tax rateiegige to the net profit distributable as dividersthe
parent company is 219%®ividends received from the foreign subsidiarieduee the contingent incor tax
liability of the parent companyThe maximum income tax liability that could arideall of the consolidate
undistributed profits were distributed as dividemaisounts ttEUR 2,641 thousands of 31 December 20(31
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December 2009: EUR 793 thouse thus the amount that could be distributed as thelinelencs is EUR 11,336
thousand 31 December 2009: EU2,984thousand). The maximum income tax liability hasrbealculated ol
the assumption that the net dividend and the a@risicome tax expenseay not exceed the distributable profits
of 31 December.

Other contingent liabilities

Under the legislation of the countries in whiclojiterates, the Group hasamend or replace the products wh
do not comply with established quality standardsrduthe period provided in the law. The Group does
provide any additional contractual warranties. Ading to the assessment of the Group’s managenies
expensesvhich may arise from the fulfillment of the warrgmbligations imposed by the law are not mate

Note 39. Subsequent events

On 1 January 2011, Estonia joined the -zone and the Estonian kroon (EEK) was replacedéyetiro (EUR)
As a result, he company converted its financial accounting ambrting to euros effective from the same ¢
and the financial statements for 2011 and subsegeans will be prepared in eurc

Comparative prior period data in the accounts fiir2will be translied using the official exchange rate fixed
the switchover of EEK 15.6466 to EUR

The Extraordinary Shareholder Meeting held on 17dida2011 decided to convert the share capital ef
Company into EUR and to reduce the share capitalJ® 19 750 tousand (see Note -

On 28 March 2011 the Annual General Meeting of S 2Milavitsa decided to cancthe 256 shares bought
back, which constitutes 26 of all shares in SP ZAO Milavitsa. The respectadjustment of AS SFG'
shareholding in SP ZAO Milatsa will be accounted for in H1 20:

No other significant subsequent events have ocduthat would materially impact the financial stagart
presentation.
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Note 40. Separatdinancial information on the Company

Pursuant to the Accounting Act of the Republic sfdhia, theseparatdinancial statements (primary statemel
of the consolidating entity (parent company) hawebée disclosed in the notes to the consolidatedntiial
statements. In preparing the pary financial statements of the Parent companyg#imee accounting policies ha
been used as in preparing the consolidated finerst@#ements, except that investments in the shaft
subsidiaries are accounted for at cost less anginment losse

Statement of financial position separate)
As of 31 December

In thousands of EU 2010 2009
ASSETS

Non-current assets

Property, plant and equipment 4 5
Intangible assets 59 89
Shares in subsidiaries 19,998 20,041
Long term receivables 513 10,468
Total non-current assets 20,574 30,603

Current assets

Prepaid taxes 3 4
Trade receivables 617 250
Other receivables and prepayments 8,326 351
Cash and cash equivalents 2,497 289
Total current assets 11,443 894
TOTAL ASSETS 32,017 31,497

LIABILITIES AND EQUITY

Equity

Share capital at par value 25,313 25,565
Share premium 14,130 14,271
Own shares -311 -450
Statutory capital reserve 67 67
Accumulated losses -8,810 -10,057
Currency translation differences 0 -2
Total equity 30,389 29,394

Non-current liabilities
Loans and borrowings 0 251
Total non-current liabilities 0 251

Current liabilities

Loans and borrowings 0 422
Trade payables 941 1,072
Tax liabilities 14 2
Other payables 15 17
Accrued expenses 658 339
Total current liabilities 1,628 1,852
Total liabilities 1,628 2,103
TOTAL LIABILITIES AND EQUITY 32,017 31,497
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Income statement (separate

In thousands of EUR

2010 2009
Revenue
Sales revenue 0 0
Costs of goods sold 0 0
Gross profit 0 0
Other operating income 980 557
Distribution expenses 0 0
Administrative expenses -884 -1,199
Other operating expenses -90 -5,095
Operating loss 6 -5,737
Financial income 3,438 982
Financial expenses -158 -247
Net financial items 3,280 735
Profit / (loss) for the period 3,286 -5,002
Statement of comprehensive incomeseparate)
In thousands of EUR 2010 2009
Profit / (loss) for the period 3,286 -5,002
Other comprehensive income
Foreign currency translation differences for foreigperation 0 -36
Other comprehensive income for the perio 3,286 -5,038
Total comprehensive income 3,286 -5,038
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Statement of cash flowsdgeparate)

In thousands of EUR

Cash flows from operating activitie:

Profit / (loss) for the period

Adjustments for:
Depreciation, amortization and impairment lo:
Impairment loss on property, plant and equipt
Loss on sale of subsidiaries
Net finance income
Impairment losses on loan receive

Change in receivables and prepaym

Change in inventories

Change in payables

Interest paid

Net cash from operating activities

Cash flows from investing activitie:

Acquisition of property, plant and equipment anses
under construction

Acquisition of intangibles

Acquisition of subsidiaries

Repayment of loans granted

Loans granted

Proceeds from sale of property, plant and equip
Interest received

Dividends received

Net cash usedrom investing activities

Cash flows fromfinancing activities

Proceeds from issue of share capital
Proceeds from loans received

Payment of finance lease liabilities
Re-purchase of own shares

Repayment of other loans

Dividends paid

Net cashfrom / used in financing activities

Increase in cash and cash equivaler

Cash and cash equivalents at the beginning of ped
Effect of exchange rate fluctuations on cash

Cash and cash equivalents ahe end of perioc
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Statement of changes in equityseparate)

Currency
Share  Share Own translation Capital Accumulated
capital premium shares difference reserve losses Total
Balance
at 31 December 2008 25,56¢ 14,271 -450 34 67 -5,055 34,432

Carrying amount of interests

under control or significant

influence -23,912
Carrying amount of interests

under control or significant

influence under the equity

method 39,667
Adjusted unconsolidated

equity at 31 December

2008 50,187
Effect on consolidation of

foreign branches 0 0 0 -36 0 0 -36
Loss for 2009 0 0 0 0 0 -5,002 -5,002
Balance

at 31 December 2009 25,56¢ 14,271 -450 -2 67 -10,057 29,394

Carrying amount of interests

under control or significant

influence -20,041
Carrying amount of interests

under control or significant

influence under the equity

method 36,963
Adjusted unconsolidated

equity at 31 December

2009 46,316
Cancelation of shares -252 -141 450 2 0 -59 0
Repurchase of own shares 0 0 -311 0 0 0 -311
Dividends paid 0 0 0 0 0 -1,980  -1,980
Profit for 2010 0 0 0 0 0 3,286 3,286
Balance

at 31 December 2010 25,31 14,130 -311 0 67 -8,810 30,389

Carrying amount of interests

under control or significant

influence -19,998
Carrying amount of interests

under control or significant

influence under the equity

method 50,199
Adjusted unconsolidated

equity at 31 December

2010 60,590
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SIGNATURES

The Management Board has prepared the management report, the consolidated financial statements and the profit
allocation proposal of AS Silvano Fashion Group for the year ended on 31 December 2010.

The Supervisory Board of AS Silvano Fashion Group has reviewed the annual report, prepared by the
Management Board, consisting of the management report, the consolidated financial statements, the Management
Board’s profit allocation proposal and the independent auditor’s report, and has approved the annual report for
presentation at the annual general meeting.

Mirt Meerits Member of the Management board 04/ 04 /2011
Otto Tamme Chairman of the Supervisory Board 2011
Ants Susi Member of the Supervisory Board 2011
Risto Migi Member of the Supervisory Board 2011
Stephan Balkin Member of the Supervisory Board 2011
Pavel Daneyko Member of the Supervisory Board 2011
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Narva mnt 5, Fax +372 6 268 777
Tallinn 10117 Internet www.kpmg.ee
Estonia

INDEPENDENT AUDITOR'S REPORT
To the shareholders of AS Silvano Fashion Group

We have audited the accompanying consolidated financial statements of AS Silvano Fashion Group and its subsidiaries,
which comprise the consolidated statement of financial position as at 31 December 2010, the consolidated statements of
comprehensive income, changes in equity and cash flows for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory notes, as set out on pages 25 to 73.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union and for such internal
control as management determines is necessary to enable the preparation of these financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of these financial statements, whether due to fraud or error. In making those risk assessments, we consider
internal control relevant to the entity's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of
AS Silvano Fashion Group and its subsidiaries as at 31 December 2010, and of its consolidated financial performance

and cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted by
the European Union.

Tallinn, 4 April 2011

KPMG Baltics OU
Licence No 17

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

Retained earnings attributable to equity holders of AS Silvano Fashion Group as of 31 December 2010:

Accumulated retained earnings 1,738,000 EUR
Profit for the year ended 31 December 2010 12,240,000 EUR
Total retained earnings 13,978,000 EUR

The Management Board of AS Silvano Fashion Group makes the following proposal to the Annual General
Meeting:

Transfer to statutory reserve 164,000 EUR

Retained earnings after allocations 13,814,000 EUR

Mirt Meerits Member of the Management board 04/04 /2011
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