


"The geographical focus of the world
economy has shifted. We already have
a firm foothold in the Asian market.”

Reijo Maihaniemi, President and CEO
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Efore Plc’s registered office is in Espoo, Finland. Its business
identity code is 0195681-3.

Annual General Meeting

The Annual General Meeting of Efore Plc will be held on Feb-
ruary 9, 2010 at 6 p.m. at hotel Radisson Blu Royal at the ad-
dress, Runeberginkatu 2, FI-00100 Helsinki.

Notice of Efore Plc Annual General Meeting including reg-
istration instructions and possibility for advance voting are
available at www.efore.com.

Divident payment 2010

The Board of Directors proposes to the Annual General meet-
ing that no dividend for the fiscal year November 1, 2008—
October 31, 2009 will be paid.

Board of Directors’ proposal
concerning the annual
general meeting

The Board of Directors will propose to the Annual General
Meeting on February 9, 2010 that the Annual General Meeting
shall authorise the Board of Directors to resolve on the distri-
bution of assets a maximum of EUR 0.05 per share.

Changes of address

The shareholders are advised to inform about changes in their
contact details to their book-entry securities account operator.

Financial reports for the fiscal year
November 1, 2009-October 31, 2010

Efore publishes its annual report, the annual financial state-
ments release and three interim reports in Finnish and English.
The stock exchange releases are available at www.efore.com im-
mediately after they are published. The annual report is pub-
lished at www.efore.com in pdf-format only.

Annual Report 2009.................... Week beginning January 18, 2010
Interim report (3 months) March 4, 2010
Interim report (6 MONthS) ..o May 27, 2010
Interim report (9 Months) ..........co.coovviioeeee August 6, 2010

- shareholders

Key share data

Exchange listing:
Nasdagq OMX Helsinki, The Nordic Exchange (Small Cap)

Corporate identifier................c.oooiiioeeee e, EFO1V
Trading 1Ot .. ..o 1 share
Shares ..., 40,529,648 shares
Share capital ... 34,450,200.80 eur

Annual summary of the releases

The summary of the stock exchange releases issued by Efore
during the fiscal year November I, 2008—October 31, 2009 is
available at www.efore.com/investors/stock exchange releases
and on the page 81 of this report.

Analysts monitoring Efore

The infomation about analysts monitoring Efore is available
at www.efore.com/investors/analysts. Efore takes no respon-
sibility for any evaluations or recommendations published by
them.

Investor relations

President and CEO of the Efore Group is responsible for In-
vestor Relations.

The objective of Efore’s investor relations is to provide pre-
cise and up-to-date information on the Efore Group’s busi-
ness operations and financial development. Efore publishes
all investor information on Efore’s website in Finnish and
English.

Efore observes a four-week silent period preceding the pub-
lication of its results. During this time the company’s repre-
sentatives do not meet investors or analysts, or comment on
the company’s financial position.

Investor contacts

Reijo Médih&aniemi, President and CEO, tel. +358 9 4784 6312
Sari Jaulas, Communications and request for materials,

tel. +358 9 4784 6343

E-mail: firstname lastname@efore.com
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Fiscal year 2009 in brief

¢ Z/TE, Datang Mobile and Putian chose Efore as their approved vendor to develop and deliver power supply units

for their 3G network products in China.
e We launched our new OPUS DC power system.

» We deepened our close cooperation with the Helsinki University of Technology (TKK) where we set up Efore Lablet.
e We expanded our distribution network of power systems in Europe and in Russia.
e We invested 10,7 % of the net sales in product development and the main focus being on developing energy saving

solutions that will take up less space and use renewable energy sources.

by market area 2009

B 46,9% EMEA*
B 46,5% APAC**
[ | 6,6% Americas***

* Europe, Middle East and Africa

** Asia and Pacific

- o

Efore Group key figures 2009 | 2008
Net sales EUR million 64.1 78.3
Operating profit EUR million -1.3 1.4
% of net sales % -2.1 1.8
Profit before taxes EUR million -2.1 1.7
Earnings for the period EUR million -2.6 1.2
Return on equity (ROE) % -11.8 4.7
Return on investment (ROI) % -8.4 7.0
Cash flow from business operations EUR million 5.1 2.7
Net interest—b'éaring liabilities EUR million -4.9 -4.0
Solvency ratio” . : % 59.6 59.9
Net gearing % -25.3 -16.0
Earnings p@rshare 0.03
Equity per share . 0.62
|, Dividend per share 0.04
are price.on Qctober 31 0.76
~Market c pﬁﬂﬁa"ﬁbn on October 31 30.8
¥ " Personne —l
" — e == N - S
— - m & . 5 |
- . o LI = 0 -
Net sales Net sales

by customer group 2009

B 65,1% ICT
| 34,9% Industrial electronics

*** Americas: North, Middle and South America
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’! ” Efore is actively carrying out various R&D
projects aimed at improving energy efficiency

DC power plays an important role in reducing
energy consumption.”




and CE

The global economic crisis was the main topic of discussion
during the fiscal year 2009, and quite rightly so. Falling levels
of investment impacted Efore, too. However we can draw sat-
isfaction from our growing investment in the company’s Asian
operations. The Chinese market in particular made a consider-
able contribution to our market position.

Business was diminished in all our territories as we operate
globally in a field that responds directly to the changes in the
world economy. It might even be said that the recent fluctua-
tions have effected a permanent change in the global econo-
my, or perhaps simply accelerated an inevitable development.
The economic order has changed with the focus shifting to
an even greater extent towards Asia, Japan, Korea, China and
soon also India make the engines of growth. There is no return
to the past.

A fiscal year full of change and
development

The market environment underwent once again rapid change
during the fiscal year and we had to adjust our operations to
the new circumstances. The purpose of the measures taken was
to maintain the company’s competitiveness and future profit-
ability. Efore’s fundamentals are now in order. The company is
especially accomplished in responding flexibly and swiftly, we
do have all the elements in place enabling the company to suc-
ceed in the global markets in accordance with its strategy.

Despite the challenging market situation, the fiscal year
featured many events significant to Efore’s future. We contin-
ued our long-term investment in product development and
deepened our close cooperation with the Helsinki University
of Technology (TKK) where we set up Efore Lablet. The Lablet
is a dedicated research and product development laboratory
where we are doing research on alternative energy sources
and carrying out various R&D projects aimed at improving en-
ergy efficiency.

We launched our new OPUS DC power system to Euro-
pean market place. Our customers have reacted positively to
the OPUS product family which has attracted a great deal of
attention in the telecom and industry sectors in particular.

We started to ship OPUS systems to customers as before, al-
though investments have been postponed in nearly all sectors
due to the difficult economic situation.

We were also successful in new customer acquisition in
Asia that is currently our most important market area. ZTE,
Datang Mobile and Putian chose Efore as their approved ven-
dor to develop and deliver power supply units for their 3G net-
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work nodes in China. Thanks to focused product development
we also expanded our product portfolio within the existing
customers.

Towards a greener future

Efore product development focuses on direct current (DC) sup-
ply in which we see immense opportunities. DC power is more
inexpensive, more secure and efficient than alternating current
(AC) as a form of power supply in all electronics. Electronic
components have been designed specifically for native DC use.
DC is made more interesting through its employment e.g. in
the rapidly growing application of LED lighting. Moreover, DC
power is obtained in a natural form from alternative energy
sources, such as solar panels and fuel cells. One could justifi-
ably predict that the next decade will be the decade of DC pow-
er, even for consumer applications at homes and offices.

Resolute product development work has enabled us to de-
velop even more environmentally friendly solutions along with
fresh innovations. Our electricity saving customer solutions
are also benefical from the environmental perspective. We can
say without exaggeration that Efore’s future looks green, in
many ways.

Business development in fiscal 2010 is difficult to forecast,
but for Efore the future looks not only green but also brighter.
We have prepared for the emergence of Asia and have a firm
foothold in these growing markets that offer such enormous po-
tential. Due to emphasis changes in global economy, the Mid-
dle East and Africa represent also interesting growing markets.

We are faced with a period of new challenges and a period
of new business opportunities in particular. Power consump-
tion in ICT sector is growing round 15% annually and we need
to be able to respond to the challenges presented by that
growth. We are witnessing serious efforts to improve energy
efficiency in ICT sector. Direct current, improved power supply
architecture and renewable energy will play major roles as the
growth of electricity consumption is curbed.

Finally [ would like to express my warm thanks to our cus-
tomers and business partners for a year of first-rate coopera-
tion. I would also like to thank our shareholders and Efore per-
sonnel for their contributions in these rapidly shifting times.

December 2009

Reijo M&ihdniemi
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Efore Group is an international company providing services
for ICT and industrial electronics. Its operations comprise en-
ergy saving custom-designed power supplies, power systems,
manufacturing of demanding electronics, and related service
and maintenance.

Mission
Our mission is to serve our customers in selected sectors by
improving the power supply of their electrical and electronic

equipment and the solutions associated with them as effi-
ciently as possible.

Vision
Our vision is to be our customers’ primary global partner. We

will supply innovative, efficient and custom-designed power
supply solutions and related services.

Strategy

We operate in accordance with our own cost-effective and
global operating methods, covering management, customer

relationships, sourcing of electronic components, production,

design, product and technology development, logistics, hu-
man resources and environmental issues.

fore's operational basis

We concentrate on integrated custom-designed power
supply solutions that demand top-grade design, DC power
systems and the maintenance and repair services associated
with them. We also cooperate closely with our customers in
the design, manufacture and maintenance of demanding elec-
tronic products.

In our own product development we focus on minimizing
the consumption of energy in our customers’ electronic equip-
ment and in improving energy efficiency and environmental
friendliness.

Values

Customer Intimacy We are committed to meeting our custom-
ers’ expectations as a most preferred business partner.

Profitability We are committed to continuously improving
company profitability to satisfy our shareholders, employees
and business partners.

Professional and Innovative Personnel We are committed to
continuously developing our personnel to better respond to
global business challenges.

Growth We are committed to continuously growing through
balanced business, and by maintaining a strong financial po-
sition.
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Customer care and sales

Efore is serving companies operating globally on ICT and in-
dustrial electronics sector. We cooperate and serve our cus-
tomers in two ways.
e We design and provide our customers innovative and ad-
vanced custom designed power supply solutions that enable
our customers to minimize electricity consumption in their
electronics. We also provide associated repair and mainte-
nance services.
e We manufacture and enable service for demanding electron-
ics equipment developed by our customers and provide them
Efore’s extensive production expertise, including testing and
high quality technical support, as well as materials sourcing
and global logistics services.

Efore’s dedicated sales organizations are locally present in
key geographical areas in Europe, North America and Asia.

Advanced solutions meeting great
variety of needs
Efore is a leading supplier of custom designed power supply

solutions, particularly in the ICT sector. Our solutions com-
prise e.g. single and multi output power supply units, connec-

tion units, power supply modules and battery backup systems.

We deliver industrial automation companies custom de-
signed power supply solutions for numerous applications,
such as high accuracy measuring and dosing equipment, and
for machinery and equipment that moves vertically, hori-
zontally or diagonally. Our global customers include leading
manufacturers of industrial robots and elevators, and com-
panies producing cash and bank ATM systems. Our battery
backup systems are used by e.g. the petrochemical, utility and
railroad industries.

Efore’s key customers are globally operating companies.
Key customers in the ICT sector include the leading compa-
nies, such as Ericsson, Nokia Siemens Networks, ZTE Corpo-
ration, Datang Mobile and Putian (China Potevio). In the in-
dustrial automation sector, we serve customers such as ABB,
Kone and Wartsila and in the healthcare sector our customers
are GE Healthcare, Planmeca and Thermo Fisher.

Long term service and partnership

We continued to develop our sales and marketing operations
during the fiscal year 2009. Focusing on selected key customer
relationships has enabled us to offer comprehensive services
that meet our customers’ needs for advanced and energy ef-
ficient power supply. Efore is committed to being the custom-
er's preferred long term business partner. Our standpoint is to
support customer strategies and cooperate in the long term,
from the design of power supply solutions to life time service
and maintenance.

The international crisis in the real economy hampered
demand in the European and US markets. Demand in Asia
continued to be moderate throughout the fiscal year. In China,
telecom operators’ considerable investments in 3G networks
continued in accordance with their plans published early in
the year. Efore acquired many new customers in China during
the fiscal year 20009.

OPUS DC power system for intelligent
power supply

Efore’s new OPUS DC power system enables operational ver-
satility and is designed especially for power supply with bat-
tery backup in industry, industrial automation and telecom
applications.

We have further strengthened OPUS power supply solu-
tions channel sales under the Efore brand in Europe and in
Russia. At the moment our distributor network is the most
comprehensive in Eastern Europe. New distribution agree-
ments were signed in several European countries. Our goal is
to create a distribution network which is capable of customer
oriented systems integration, covering the whole of Europe
and Russia.
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”Efore sees the utilization of alternative energy
sources as a major step forward in reducing
energy consumption, especially when the costs of
electric energy are expected to increase further.”

Efore is an expert in the power supply and power manage-
ment of its customers’products, and a provider of comprehen-
sive services. This requires expertise, integration capability
and cost control in business operations — electronic materials
and components, power conversion modules, power supply
products, power system architectures and applications — along
the entire technological value chain. This has led to close co-
operation with customers, research institutes, universities and
material suppliers.

The focal areas of Efore’s product and technological devel-
opment are a deep understanding of the need for power in
customers’ applications, and the optimization of power con-
sumption. This is achieved by developing power supply archi-
tectures in which the number of power conversions has been
minimized. In addition, the efficiency of conversion modules
has been increased. The aim is to reduce the electricity and
materials’ consumption of customers’ equipment, improve

10

uct development
‘echnology

their overall energy efficiency and environmental friendliness,
and optimize total costs.

Growing demands

The development of broadband data networks and the prolif-
eration of Internet-based data transmission and services are
rapidly increasing the consumption of network power. Efore
has increased intelligence in the various parts of power sup-
ply systems, which makes it possible to control and monitor
systems efficiently. This enables the power supply in the vari-
ous parts of a system to be regulated adaptively according to
actual need, thus saving energy.

More efficient use of energy and the option to exploit alter-
native, backup energy sources have become the prime require-
ment in power supply systems due to e.g. environmental fac-
tors and energy costs.



The development of power supply architectures is guided by
the convergence of telecommunication and computing hard-
ware technologies and the spread of distributed power supply.

The development of power conversion modules focuses on
efficiency, cost effectiveness, power density and use of mate-
rials. The used methods consist of the development of new
electronics circuitry, the utilization of new component tech-
nologies, and carefully selected architectures.

Heavy investment in product
development

Efore spent a total of EUR 6,9 million or 10,7 percent of net
sales on product development during the fiscal year 2009. A
total of 76 professionals participated in development work in
the company’s various product development centres.

Efore has been systematically training its product devel-
opment personnel to put even more focus into energy saving
and environmental issues as well as to the acceleration of
product launches, production, testing and product lifetime.
Efore applies global product and technology development
processes in all its product development centres.

Locating our product development units close to custom-
ers enables efficient and seamless cooperation with their
product development organizations, which is a necessity in
designing customized power supply solutions. Product de-
velopment capabilities have been systematically increased
in China where the main focus has been on serving local cus-
tomers. Product development units in Finland have in turn
put more emphasis on developing new technology.

Testing and verification as an integral
part of product development

The testing and verification that are part of the product devel-
opment process ensure Efore’s new products to comply with
the safety, environmental and quality requirements set for
electronic equipment now and in the future. Efore has its own
product development laboratories to support product design
and testing. The test laboratory at Espoo tests the majority of
the power electronics products developed by Efore, while the
test laboratory in China conducts type testing of the prod-
ucts supplied to local customers. The tests are conducted to
verify that products comply with the product specification and
standards. Type tests include operational tests, verification

of electromagnetic compatibility and tests for safety, environ-
mental conditions and reliability.

Efore always obtains international and country-specific
safety approvals for its products. A comprehensive coopera-
tion network of international approval organizations has been
built to make the approval process faster and more efficient.

Innovations spring from research

Efore collaborates in several research projects with universi-
ties and research institutes. Efore Lablet at the Helsinki Uni-
versity of Technology (TKK) is doing research on e.g. alterna-
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tive energy sources and carrying out a various R & D projects
aimed at improving energy efficiency. The goal of the projects
with universities and research institutes is to examine and
improve e.g. electronics reliability, circuit structures of power
conversion modules, advanced thermal management met-
hods, high voltage DC distribution technology, alternative
energy sources and distributed power supply solutions.

The new and versatile OPUS product family handles with
the most commonly employed DC voltages over an extensive
power range, and its completely new control system enables
remote use. Efore has paid special attention in the develop-
ment of OPUS products to the reliability and environmental
friendliness. The goal has been to reduce the electricity and
materials consumption of customers’ equipment, improve
energy efficiency, and as a consequence lower investment and
operating costs of the site.
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Operations

Efore produces the design power supply solutions mainly at
its own production plants. The company has moved its own
production to Estonia and China, two countries with reason-
able labour costs. Efore’s plants also produce and maintain
not only demanding electronics equipment designed by Efore
but also equipment designed by our customers, applying the
same high quality and competent technical customer support.

In order to increase flexibility, some production has been
outsourced to subcontracting partners. Product quality con-
trol applies the same criteria and principles to both Efore’s
own and outsourced production.

Consistent production methods
guarantee high quality

The production lines at Efore’s cost-effective plants are similar
to each other, with state-of-the-art lines based on automated
surface mounting and wave-soldering technologies, and auto-
mated testing lines. Because the production of power supply
solutions is based to a great extent on components and mod-
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ules standardized within the company, flexible production is
possible at all plants and near the customer. Production ca-
pacity can be increased quickly as per demand and at reason-
able cost.

The competitiveness of Efore’s power supply solutions
rests on global pull-driven operating models based on cus-
tomer orders that are integrated into subcontractors’ produc-
tion and component sourcing. This approach helps attain the
required speed of operations and optimize both production
delivery cycle times and inventories tied to the supply chain.
At the same time Efore maintains the flexible production
structure and punctual customer deliveries.

Efore is constantly developing the production technology,
production and materials control, and logistics in order to en-
sure global competitiveness.

During the fiscal year 2009 product management was fur-
ther developed and a new product data management system
was implemented which further improves product life cycle
global management.



Cost-effective material sourcing

Materials costs constitute an important element of Efore pro-
ducts’ manufacturing costs, so the principal objective of sour-
cing is to reduce the total cost of both materials and compo-
nents as well as enhance materials sourcing logistics.

The global focus of the production of electronic compo-
nents is in Asia. For this reason Efore procures most of its
materials from China, which guarantees scope for sourcing the
components needed for our production cost effectively, flex-
ibly and at the right time.

Certified expertise

Efore’'s competitiveness is based on the flexibility, speed and
high quality of production. Efore Group has been granted the
ISO 9001:2000 quality certificate and the ISO 14001:2004 en-

”Efore is constantly developing the production
technology, production and materials control and
logistics in order to ensure global competitiveness.”

Efore Annual Report 2009

vironmental certificate for all its sites. In addition to its own
quality control, customers regularly audit Efore’s production
processes and operations.

Efore operations quality is controlled by the Group’s qual-
ity policy, according to which we aim to be the world’s best,
and every Efore employee is committed to high operational
quality and its continuous improvement. The same quality re-
quirements apply to our certified subcontractor partners.

Efore’s regular quality control activity covers the manage-
ment system, environmental issues, occupational safety, per-
sonnel administration systems, risk management and safety
matters (e.g. IT security and physical safety at work).
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Personnel

Human resources management at Efore is based on our strat-
egy and values. Its objective is to support the goals of busi-
ness operations in such a way that sufficient amount of skilled
and motivated personnel is available in the different func-
tions. In addition, the goal of human resources is to imple-
ment company policy, and support supervisors in their daily
work as well as in implementing the strategy into actions.
Efore’s HR function has been decentralized on a country-by-
country basis but is coordinated at Group level.

The number of personnel fell during fiscal 2009 and stood
at 549 on October 31, 2009. With temporary personnel includ-
ed, the Group employed a total of 817 people.

Cooperation between the employer
and the personnel

In Finland, communication between personnel and the em-
ployer is assured through regular meetings. In addition, per-
sonnel representatives contribute in a variety of HR projects.
Flexible cooperation between personnel and the employer
has enabled adaptation to the market situation at both low
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and high business seasons. At Efore locations this operating
model has been adjusted by country to comply with the local
legislation.

Cooperation with universities plays
an important role

Close cooperation with universities continued; there are nu-
merous research and development projects currently ongoing
with universities and other institutes. Surveys on opportuni-
ties for cooperation related to technological development
have also been conducted with foreign universities.

Job satisfaction creates results

Efore supports the working capacity and health of its person-
nel in cooperation with occupational health care, insurance
companies, and other HR partners. The goal is to prevent oc-
cupational accidents and absences due to illness as well as
improve job satisfaction. That is the way to maintain person-
nel working capacity. Personnel are encouraged to undertake



physical exercise. Occupational well-being
is supported with an annual allowance on a
country basis.

The management of occupational health
and safety matters is based on the Group'’s
ethical guidelines and on the local occupa-
tional health regulations applied in the loca-
tions. Efore’s ethical guidelines state that in
addition to the employer’s responsibilities,
the personnel are also responsible for their
own individual protection and that of their col-
leagues, the workplace and the environment.

This is exemplified by special projects like
well-being at work which was continued in
Finland in autumn 2009. Its purpose was to
analyse the current state of Efore’s well-being
at work in Finland and together with the out-
side specialists to develop measures in order
to improve well-being at work.

Efore also encourages its employees via
incentive systems that is applied to all em-
ployees. The Group holds an a incentive sys-
tem whose criteria are profit requirements at
Group level and completed by goal setting on
the employee’s own area of responsibilities.

Development of the
organization, personnel
and competencies

Organizational development in fiscal 2009
focused especially on the development of

a common group level organization culture
as well as on the development and imple-
mentation of global HR processes. Human
resources management focused on the devel-
opment of the personnel’s professional skills
and supervisory work, based on the needs of
business operations. Moreover, common op-
erating models, responsibility issues related
to operating models, and ethical operating
models were further developed.

The development and support of supervi-
sors’ work is one of the focal areas of human
resources. Supervisors’ work was supported
in 2009 via the implementing of different
management tools and through leadership
training. This work will continue.

Further emphasis was placed on the im-
portance of Efore’s intranet as an internal
communications tool. At the beginning of
fiscal 2009, Efore introduced a new global
intranet which improved interaction between
employees and different parts of the organi-
zation. At the same time, the intranet’s site
structure and features were improved and
modernised from users’ point of view.
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Development and updates of Efore’s environmental systems is
based on the international ISO 14001:2004 standard. Aligned
with the standard the certificate is in force in all Group prod-
uct development entities and production units in Finland,
China and Estonia. Recycling of electronic waste is organized
in cooperation with decidated companies. Operations meet
the requirements of the European Union’s WEEE Directive.
Production sites comply with the RoHS Directive which covers
lead-free processes.

More for less

International actions targeting to efficient energy use and
greenhouse gas reduction entail new challenges for compa-
nies in the power supply market. There is a growing need to
increase the efficiency of power supplies and at the same time
considerably reduce consumption of end use electricity. In
powering electrical sites growing interest has been recognised
to replace grid energy with other power sources, such as wind
power, solar energy and fuel cells. Efore is investing in the
development of diversified electrical site supply systems: the
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new OPUS system enables various alternative energy sources
to be integrated into use at the same site.

The intelligence in power supplies supply enables the
monitoring and optimizing of the power for the entire system.
Improved efficiency and optimal power use mean that overall
energy consumption is reduced and supply network can be di-
mensioned for lower energy. This leads to generate savings in
network cabling and other components, as well as in sites and
cooling requirements.

We comply the requirements

Efore’s product development and material choices are based
on the RoHS, WEEE and EuP Directives of the European Un-
ion that regulate the recyclability and environmental friendli-
ness (no substances harmful to the environment) of the se-
lected materials as well as product lifecycles. Further on these
directives guide the products’ disposal process and energy
efficiency. Our products also comply with the requirements of
the China RoHS legislation, and corresponding requirements
in other countries.



Measures in fiscal 2009

- Investment in the deoxidation process of the soldering
dross generated in the production process

- Guiding the personnel on saving electric
energy

- The use of packing materials was reduced by
switching to multi-compartment packages that are
transported between the customer and the plant

Environment policy

- The level of protection is continuously maintained
and developed in accordance with the requirements
of the ISO 14001:2004 standard, customer require-
ments, and the legislation of different countries

Abbreviations

WEEE = Waste Electrical and Electronic Equipment

RoHS = Restriction of the Use of Certain Hazardous
Substances in Electrical and Electronic Equipment

EuP = Energy Using Products

REACH = Registration, Evaluation, Authorisation
and Restriction of Chemicals

According to the the REACH Chemicals Regulation, we
identify used materials and substances concerning the regis-
tration, evaluation, authorization and use restriction of haz-
ardous chemicals. Electrical and electronic waste is sorted
and recycled in accordance with the WEEE Directive. We pro-
mote the identification of hazardous material properties and
risk management in our operations and throughout our entire
supply chain.

Our world class environmental
expertise

The result of systematical development work, Efore supply
chain, site operations and products are of the highest interna-
tional quality with regard to environmental issues.

The environmental considerations and effects of Efore op-
erations, along with the processes and measures aimed at
limiting these environmental effects are regularly audited. We
improve continuosly environmental protection and emissions
prevention measures in our business operations. We promote
environmental awareness among our suppliers, personnel and
customers, and we relay important environmental information
to our stakeholders and the surrounding community.

Efore’s production processes do not release any emissions
into the air or soil. The greywater is purified by a dedicated
waste disposal subcontractor.
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Environmental considerations and the effects of our
operations are audited regularly
- We improve the level of environmental awareness

and emissions preveting measures in our business
operations

- We promote environmental awareness among our
suppliers, personnel and customers

- We communicate environmental matters openly to
all stakeholders

During the fiscal year 2009 there were no incidents at Efore
that caused environmental damage.

Towards a greener tomorrow

At the beginning of the fiscal year 2009, Efore opened a prod-
uct development laboratory at the Helsinki University of Tech-
nology (TKK). New Technology R&D Laboratory is developing
the utilisation of alternative energy sources like wind, solar
and fuel cells for securing power supply in sites.

Efore believes that the key technological challenges of the
future will include energy efficiency improvement in equip-
ment and applying intelligence in energy distribution and
control. Facility-solutions and re-use of heat generated will
also play a large part in future energy efficiency solutions. Uti-
lisation of alternative energy sources like wind, solar and fuel
cells is a natural step towards reducing our ecological foot-
print and controlling rising operating costs, especially as the
cost of electric energy is expected to rise even further.
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Report of the
of Directors

Efore Group is an international company providing services
for ICT and industrial electronics. Its operations comprise en-
ergy saving custom-designed power supplies, power systems,
manufacturing of demanding electronics, and related service
and maintenance.

Efore complies the Finnish Corporate Governance Code for
Listed Companies issued by Securities Market Association in
2008.

The Corporate Governance Statement of the Group has
been disclosed as a separate report on the company’s website
and in the Annual Report.

Group structure

Efore Group consists of the parent company Efore Plc and its
directly or indirectly wholly owned subsidiaries Efore (USA)
Inc. in the United States, Efore (Suzhou) Electronics Co. Ltd in
China, Efore AS in Estonia, Efore AB in Sweden, and FI-Sys-
tems Oy in Finland. Efore Plc also has a 25% stake in Power In-
novation GmbH, a German power electronics company.

Net sales and financial development

Net sales for the fiscal year totaled EUR 64.1 million (EUR
78.3 million). Net sales by customer group were as follows:
ICT 65.1% (67.6%) and industrial electronics 34.9% (32.4%).
Geographically net sales were as follows: EMEA EUR 30.0
million (EUR 49.2 million), APAC EUR 29.8 million (EUR 22.1
million) and the Americas EUR 4.2 million (EUR 7.0 million).

The operating loss for the fiscal year was EUR —1.3 million
(EUR 1.4 million).

The result was hampered by a weakening demand and ex-
penditure related to streamlining operations of group compa-
nies.

Production plant in the USA was closed down during the
third quarter and profitable stake of the production was trans-
ferred to China plant. Saarijarvi unit was closed down and
Saarijarvi operations were transferred to the company’s other
units. Also operations and capasity of Parnu plant was stream-
lined to meet the lowered demand. The result was adversely
affected by non-recurring expenses of EUR 0.3 million related
to the streamlining actions of the group.

Write-offs of inventories were made during the fiscal year.
Write-offs of inventories amounted to EUR 0.7 million (EUR
0.9 million).
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Soard

The loss before taxes for the fiscal year was EUR —2.1 mil-
lion (EUR 1.7 million) and the net loss was EUR —2.6 million
(EUR 1.2 million).

Business development

Investment on product development during the fiscal year was
EUR 6.9 million (EUR 7.2 million) representing 10.7% (9.1%) of
net sales.

Investments by teleoperators on 3G networks in China were
continued according to the plans published early 2009. The
company has won new customers in China and has expanded
its product portfolio within the existing customers. Due to the
rapid changes of the customers in the telecommunication sec-
tor the positive impact of the company’s actions on the busi-
ness will be realized mainly not until in the next fiscal year.

The demand in Asia has not been affected by the crisis in
the world real economy to the same extent as in Europe and
in the USA. In these markets the company has adjusted the
costs by structuring American operation into a sales company.
Focal point of Efore business has been increasingly moved to
Asia. The company’s plan is maintain level of investment in
product development.

In custom-designed power supply solutions the focus was
on developing new technologies and products for new ap-
plications e.g. for the national 3G networks in China and the
coming fourth-generation LTE networks. Efore DC Power Sup-
ply systems have been expanded to new applications enabling
the use of renewable energy sources.

Efore sees new business opportunities in utilizing its exper-
tise in energy efficient solutions e.g. in server hotels, electric
vehicles and telecom infrastructure.

Investments

Group investments in fixed assets during the fiscal year
amounted to EUR 1.8 million (EUR 1.9 million) of which capi-
talized product development costs were EUR 0.7 million (EUR
0.5 million).

At the end of the fiscal year capitalized product develop-
ment costs amounted to EUR 1.3 million (EUR 0.9 million).

Financial position

The Group's financial position during the fiscal year was good.
The consolidated interest-bearing cash reserves exceed inter-
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est-bearing liabilities by EUR —4.9 million (EUR —4.0 million).
The consolidated net financial expenses were EUR —1.0 mil-
lion (EUR 0.1 million). The cash flow from business operations
was EUR 5.1 million (EUR 2.7 million). The cash flow after in-
vestment was EUR 3.8 million (EUR 1.1 million).

The Group’s solvency ratio was 59.6% (59.9%) and the gear-
ing was —25.3% (—16.0%).

Liquid assets excluding undrawn credit facilities totaled
EUR 5.4 million (EUR 5.1 million) at the end of the fiscal year.
The Group also had access to undrawn credit facilities. The
balance sheet total was EUR 32.7 million (EUR 41.7 million).

Key indicators

Group key indicators for three years are shown in financial
statements.

Taxation

Group companies had remarkable amount of tax losses at the
end of the last fiscal year of which deferred tax assets were not
recognized out. Those deferred tax assets of EUR 3.4 million
are allocated to the USA and EUR 6.4 million are allocated to
Finland which includes avoir-fiscal receivable of EUR 0.6 mil-
lion.

Environmental policy and
encumbrances

The development and maintenance of Efore’s environmental
systems is based on international standard ISO 14001:2004,
which is valid in all product development and production fa-
cilities in Finland, China and in Estonia.

The recycling of electronics waste is done in partnership
with specialised companies. The operation complies with EU’s
WEEE (Waste Eelctrical and Electronic Equipment) Directive.

All Efore’s production facilitie are equipped for lead-free
production in accordance with RoHS Directive (Restriction of
the use of Certain Hazardous Substances).

The Board of Directors is not aware of any environmental
risks or responsibilitie having an impact on company’s finan-
cial position by the publishing of the financial statements.

Personnel

The number of the Group’s own personnel averaged 565 (637)
during the fiscal year and at the end of the fiscal year it was
549 (600). The number of personnel fell by 51 during the fiscal
year.

In addition to its own personnel, the Group’s temporary
personnel numbered 268 (218) at the end of the fiscal year.
The number of temporary personnel increased by 50 during
the fiscal year.

The geographical distribution of the personnel including
temporary personnel at the end of the fiscal year was as fol-
lows: Europe 290 (356), Asia 524 (440) and the Americas 3(22).
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Board of Directors and Executive
Management Team

In accordance with the proposal of the Board’s Nomination
Committee, the Annual General Meeting held on January 29,
2009 elected six regular members of the Board: Isto Hantila,
Marko Luoma, Ari Siponmaa, Timo Syrjala, Matti Tammivuori
and Matti Vikkula. The inaugural meeting the Board of Direc-
tors elected Isto Hantila as Chairman of the Board and Matti
Vikkula as Deputy Chairman and Timo Syrjala as Chairman of
the Audit Committee with Isto Hantila and Matti Tammivuori
as members.

The Board decided on the appointment of the Nomination
Committee after the fiscal year on November 17, 2009. Matti
Tammivuori was elected as Chairman of the Nomination Com-
mittee and Timo Syrjald and Rauno Puolimatka as members.
In addition, the Board of Directors elected Isto Hantila, the
Chairman of the Board of Directors, as an expert member.

Ilkka Starck was nominated as new Executive Vice Presi-
dent, Sales and Marketing since January 1, 2009. The members
of the management team and their global spheres of respon-
sibility are as follows: President and CEO Reijo M&ihaniemi,
Panu Kaila (Operations), Markku Kukkonen (Product Devel-
opment), Olli Nermes (Finance and Administration) and Ilkka
Starck (Sales and Marketing).

Auditors

The Annual General Meeting held on January 29, 2009 appoin-
ted KPMG Oy Ab as Efore’s auditors, with Authorized Public
Accountant Lasse Holopainen as principal auditor.

Shares, share capital and
shareholders

The total number of Efore Plc shares at the end of the fiscal
year was 40,529,648 and the registered share capital was EUR
34,450,200.80.

The highest share price during the fiscal year was EUR 1.10
and the lowest price was EUR 0.55. The average price during
the fiscal year was EUR 0.72 and the closing price was EUR
0.85. The market capitalization calculated at the final trading
price during the fiscal year was EUR 33.7 million.

The total number of Efore shares traded on the Nasdaq
OMX Helsinki during the fiscal year was 8.8 million and their
turnover value was EUR 6.3 million. This accounted for 21.7%
of the total number of shares at the end of the fiscal year. The
number of shareholders totaled 3,276 at the end of the fiscal
year.

At the end of the fiscal year the number of the Group’s own
shares was 922,149.

Flagging notifications

The company received the information on December 18, 2008
that the holdings of Timo Syrjéla, including the companies
under his authority, of the share capital and voting rights in



Efore Plc have, due to deal made on December 17, 2008 de-
creased below one-tenth (1/10).

Authorizations

The Annual General Meeting on January 29, 2009 decided in
accordance with a proposal by the Board of Directors to au-
thorize the Board to decide on the distribution of an extraor-
dinary dividend. On the basis of the authorisation, the Board
of Directors may decide on the distribution of an extraordinary
dividend so that the amount of dividend on the basis of the
authorisation in total does not exceed EUR 0.05 per share. The
extraordinary dividend may be distributed on one or several
occasions. The authorisation is in force until the next Annual
General Meeting. The authorization had not been used by Oc-
tober 31, 2009.

The Annual General Meeting on January 29, 2009 decided
in accordance with a proposal by the Board of Directors to
authorize the Board to decide on the acquisition of the com-
pany’s own shares in one or several instalments. A maximum
of 4,000,000 own shares, or a lower amount that, together with
the shares already owned or pledged by the company, is less
than 10 per cent of all shares, may be acquired on the basis
of the authorisation. The authorisation includes the right to
acquire own shares otherwise than in proportion to the hold-
ings of the shareholders. The authorisation is in force until the
next Annual General Meeting.

The Board of Directors decided to use the authorizations
on December 12, 2008 and February 26, 2009 on the aqcquisi-
tion of the company’s own shares of 922,149 pcs. Shares were
repurchased in public trading on the NASDAQ OMX Helsinki
Ltd. for the market price quoted at the time of the buyback on
December 19, 2008—April 2, 2009.

The Annual General Meeting on January 29, 2009 decided
in accordance with a proposal by the Board of Directors to au-
thorize the Board to decide resolve on the issuance, in one or
several instalments, of shares, option rights and special rights
pursuant to chapter 10, section 1 of the Finnish Companies
Act, so that the aggregate maximum number of new shares
granted on the basis of the authorisation does not exceed
13,000,000 new shares. In addition, a maximum number of
4,000,000 own shares held by the company may be transferred
in connection with a share issue and/or received based on
special rights entitling to shares. The authorisation includes
the right to deviate from the shareholders’ pre-emptive sub-
scription rights. The authorisation is in force until the 2011
Annual General Meeting. The authorization had not been used
by October 31, 2009.

Segment information

Efore Group uses business segments for its primary segment
reporting, and geographical segments for its secondary seg-
ment reporting. Efore’s primary segment comprises the entire
Group, therefore the figures reported in the primary segment
are the same as those for the whole Group.
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Short-term risks and factors of
uncertainty

During the current fiscal year the uncertainty on the market
development has been increased due to a weakening world
economy and predictability about the future development has
been and continues to be low. Especially in the telecommu-
nication sector, restructuring is assumed to continue and the
predictability about the future development is challenging,
even in the short-term. A weakening demand seems to have
stabilized and signs of a recovery can be recognized.

The most significant business risks are connected with the
success of key customer at the market and the company’s ca-
pability to serve its key customers.

By developing operational processes Efore is improving its
internal flexibility and ability to react in order to be able to
adapt its operations to meet changing demand at short no-
tice, if necessary.

According to the company’s view there were no material
changes in the short-term risks and uncertainty factors.

A more comprehensive report on risk management is pre-
sented on the company’s web-sites.

Risk management

The purpose of Efore’s risk management system is to iden-

tify the strategic, operational and financial risks faced by the
company and any conventional risks of loss. The risks that
Efore takes in its operations are risks that are encountered in
pursuit of the company’s strategy and goals. Risk management
seeks to control these risks in a proactive and comprehensive
manner. The measures taken can include risk avoidance, risk
reduction, and risk transfer by insurance or agreement.

Management of business risks

In accordance with Efore’s operating principles, risk manage-
ment forms an integral part of the company’s business proc-
esses in all its operational units. Efore Group and its opera-
tional units assess the risks of their own operations, prepare
risk management plans, and report risks in accordance with
the organizational structure.

Efore’s operational units have long-established training
and development programs for reducing occupational ac-
cidents and improving overall safety levels. Environmental
management systems based on the ISO 14001:2004 standard
and quality management tools based on ISO 9001/2000 are
applied in the Group's different business locations and form
the basis for the management of environmental risks.

There are separate guidelines for data and corporate securi-
ty. Risk management in procurement is based on harmonized
purchasing guidelines, contract clauses, and advanced data
systems.

Risk of loss

Efore aims to prevent losses by observing the highest stand-
ards in its operations and taking proactive risk management
measures. Risks that Efore cannot manage itself are insured.
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The aim is to have appropriate insurance cover for all risks of
loss, such as those concerning assets, business interruption,
and operational and product liability.

Management of financing risks

The principles and aims of the Group’s management of financ-
ing risks is determined in the financing risk policy, which, if
necessary is updated and confirmed by the Board of Directors.
The management of financing risks aims at avoiding risks and
cost-effective arrangements for protecting the Group from fac-
tors that may affect its performance and cash flow.

Financing risks are managed through exchange-rate and
interest-rate hedging using only financial instruments with a
market value and risk profile that can be reliably monitored.
Management of financing risks can be found on page 25 “Bal-
ance sheet, Notes to the financial statements”.

Outlook

According to the estimations received from the companies in
the business, the decrease of the overall telecommunications
market is ending and especially investments in new broad-
band technologies have been started. Service business is esti-
mated to grow faster than product business.

In Europe and in the USA group fixed costs have been ad-
justed in a previously reported manner approximately EUR 2
million per annum. Remarkable part of savings has been real-
ized starting from the last quarter of the fiscal year and they
will be realized fully as from the current fiscal year.

Group’s projects to develop operations together with long
term programs in order to improve productivity and reduce
cost structure, lower inventories and make the production and
product development processes more efficient will continue.
The purpose of these projects is to maintain continuous im-
provement in the competitiveness of the company on the glo-
bal market.

The company continues to focus on new technologies as
well as the development of demanding and innovative power
supply solutions. Developing energy saving solutions that will
take up less space and use renewable energy sources will be a
focal point for product development.

Efore sees new business opportunities in utilizing its exper-
tise in energy efficient solutions e.g. in server hotels, electric
vehicles and telecom infrastructure.

Resulting from the market recovery and due to the costs
adjustment actions made, the company estimates that both
net sales and operating result of the current fiscal year will
gradually show an improvement compared to the previous fis-
cal year.

Board of Directors’ proposal for
divident
The Board of Directors will propose to the Annual General

Meeting on February 9, 2010 that no dividend will be distrib-
uted.
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Board of Directors’ proposal
concerning the annual

general meeting

The Board of Directors will propose to the Annual General
Meeting on February 9, 2010 that the Annual General Meeting

shall authorise the Board of Directors to resolve on the distri-
bution of assets a maximum of EUR 0.05 per share.
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Report of the Board of Directors, Graphs
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Report of the Board of Directors, Graphs
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Consolidated income statement, IFRS

EUR 1,000 | | |
Note : Nov.1,2008- : Nov.1,2007- :
i Oct. 31,2009 : Oct.31,2008 :
NET SALES 1 § 64,062 78,347
Change in inventories of finished goods and work in progress -1,242 -630
Other operating income 2 1209 765
Materials and services 3 -42,123 -51,012
Employee benefit expenses 4 -12,513 -14,230
Depreciation and amortization 5 -3,254 -4,143
Impairment losses 5 ¢ -88 AR
Other operating expenses 6 : -7,371 -7,638
OPERATING PROFIT (-LOSS) -1,319 1,421
Financing income 8 825 2146
Financing expenses 9 -1,779 -2,090
Share of profit of associated company 10 168 241 ¢
PROFIT (-LOSS) BEFORE TAX ~2,104 1,718 :
Income tax expense 11 -527 -486
PROFIT (-LOSS) FOR THE PERIOD -2,631 1,232
PROFIT/LOSS ATTRIBUTABLE : ] ] :
To equity holders of the parent -2,631 1,232
Earnings per share calculated on profit
attributable to equity holders of the parent:
Earnings per share, basic EUR 12 -0.07 0.03

Earnings per share, diluted EUR 12 -0.07 0.03 :

All figures are rounded and consequently the sum of individual figures can deviate from the presented sum figure.
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Consolidated balance sheet, IFRS

EUR 1,000 | | |
Note : Oct.31,2009 : Oct.31,2008 :
ASSETS ‘ f :
NON-CURRENT ASSETS : , ; :
Intangible assets 13 | 2,050 : 1616
Tangible assets (I 5,305 7,747
Investments in associates 15 600 : 625
Other non-current investments ' 2 i 3
NON-CURRENT ASSETS 7,957 9,991
CURRENT ASSETS _ t :
Inventories 17 ¢ 7,773 10,895 :
Trade receivables and other receivables 18 11,489 15,694
Current tax asset 18 96 6 i
Cash and cash equivalents i 19 5,366 5,149 :
CURRENT ASSETS ' 24,724 31,744
ASSETS 32,681 41,735
EQUITY AND LIABILITIES
EQUITY : ; ; :
Share capital 20 : 34,450 : 34,450
Treasury shares 20 -641 0
Other reserves 20 : 1,039 : 982 :
Translation differences 20 -205 506
Retained earnings : ' -15,157 i -10,939
Equity attributable to equity holders of the parent 19,487 24,999
EQUITY 19,487 24,999
NON-CURRENT LIABILITIES : :
Deferred tax liability 16 0 2 i
Interest-bearing liabilities 21,22 176 231
NON-CURRENT LIABILITIES : : 176 233
CURRENT LIABILITIES _ _ ; :
Interest-bearing liabilities 21,22 256 912
Trade payables and other liabilities 23 12,293 14,410
Current tax liability 23 0 : 76
Provisions 24 470 1,105 :
CURRENT LIABILITIES ' 13,018 : 16,503
LIABILITIES 13,194 : 16,736 :
TOTAL EQUITY AND LIABILITIES 32,681 41,735
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Consolidated cash flow statement, IFRS
EUR 1,000

Note : Nov.1,2008- : Nov.1,2007- :
i Oct. 31,2009 : Oct. 31,2008 :
Cash flows from operating activities ' :

Cash receipts from customers 67,858 76,071
Cash paid to suppliers and employees -61,686 -72,693
Cash generated from operations 6,172 3,378
Interest paid -97 -95
Interest received 33 52
Other financing items -316 | -397
Income taxes paid -703 -239
Net cash from operating activities (A) 5,088 : 2,699

Cash flows from investing activities

Purchase of tangible and intangible assets -1,543 -1,707
Proceeds from sale of tangible and intangible assets YA 81
Disposal of subsidiary shares 0 14
Proceeds from repayments of loans 5 0 :
Dividends received 194 0
Net cash used in investing activities (B) -1,280 -1,613

Cash flows from financing activities:

Purchase of own shares -641 0
Repayment of short-term borrowings -732 0
Payment of finance lease liabilities -166 =144
Dividend payment -1,811 -3,846
Net cash used in financing activities (C) -3,351 -3,990
Net increase/decrease in cash and cash equivalents (A+B+C) 457 -2,904
Cash and cash equivalents at beginning of period on Nov. 1 5,149 7,733
Net increase/decrease in cash and cash equivalents 457 -2,904
Effects of exchange rate fluctuations on cash held -240 320
Cash and cash equivalents at end of period on Oct. 31 19 5,366 5,149
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Consolidated statement of changes in equity, IFRS
EUR 1,000

Equity attributable to equity of the parent
Share- Acquisition Other éTranslation Retained Total
capital i oftreasury : reserves : differences : earnings : :

shares :

Equity 34,450 0! 982 ! 506 -10939 i 24999 :
Nov. 1, 2008 : f : : s : :

Changes in translation difference 0 0 0 =711 0 -711

Total income and expense ] : : : : :
recognized directly in equity 0: 0 : 0 : =711 0 : =711

Profit for the period 0 0 : 0 : 0 ©  -2631 i -2,631

Total recognized income and expense i : : : : : |
for the period 0: 0 : 0 : =711 -2,631 : -3,342

Dividend distribution 0 0! 0 0 i -1607 i -1,607
The costs of options rights 0 0 0 0 78 78
Acquisiton of treasury shares 0 -641 0 0 0 -641

Transfer to other reserves from g : : : : : :
retained earnings 0: 0 : 58 0 : -58 L

Equity L 34,450 641 1,000 i =205 i -15157 i 19,487
Oct. 31, 2009 : : : | : | !

Share- Acquisition Other ETranslation Retained Total :
capital ;| oftreasury : reserves : differences : earnings ‘: :
' shares : : :

Equity L 34,450 : 0 1395 : 62 ¢ -8772 ¢ 27,01
Nov. 1, 2007 : = = r r r

Changes in translation difference 0 0 0 568 3 572

Total income and expense : : : : : : :
recognized directly in equity 0 : 0 : 0 568 5 572

Loss for the period 0 : 0 0 ! 0 i 1,232 1,232

Total recognized income and expense 0 0 0 568 1,236 1,804
for the period : : : : : : :

Dividend distribution 0! 0! 0 0 | 4053 i 4,053 !
The costs of options rights 0 0 : 0 : 0 237 237

Transfer from other reserves to 0 0 -413 0 493 0
retained earnings : : : : : :

Equity 34,450 0 982 506 i -10,939 ! 24,999
Oct. 31, 2008 ; : : : : ; :
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Notes to the consolidated financial statements, IFRS

Basic information

Efore Group is an international company providing services
for the ICT, industrial automation and healthcare industries.
Its operations comprise of custom-designed power supply
solutions, power systems, manufacturing of demanding elec-
tronics, and related service and maintenance.

Efore has its headquarters in Espoo, Finland. The Group
has product development and marketing units in Finland,
China, the USA and Sweden. Group’s production facilities are
located in China and Estonia. The Group'’s parent company
is Efore Plc which has its registered office in Espoo, Finland
(registered address Linnoitustie 4 B, 02600 Espoo, Finland).
The parent company Efore Plc’s share has been quoted at the
NASDAQ OMX Helsinki Stock Exchange since 1989. Copies of
Efore’s consolidated financial statements are available online
at www.efore.com or from the parent company headquarters
at the above address.

The consolidated financial statements were authorized for
issue by the Board of Directors of Efore Plc on December 10,
2009. The Finnish Limited Liability Companies Act permits the
shareholders of a possibility to approve or reject the financial
statements in the General Meeting that is held after publish-
ing the financial statements. As well, the General Meeting has
a possibility to amend the financial statements.

Accounting policies for the consolida-
ted financial statements

Basis for preparation

The consolidated financial statements for the financial period
November 1, 2008—October 31, 2009 are prepared in accord-
ance with the International Financial Reporting Standards
(IFRSs) complying with the IAS and IFRS standards as well as
the SIC and IFRIC interpretations in force on October 31, 2009.
In the Finnish Accounting Act and ordinances based on the
provisions of the Act, IFRSs refer to the standards and to their
interpretations adopted in accordance with the procedures
laid down in the EU regulation (EC) No 1606/2002. Notes to
the consolidated financial statements are also in accordance
with the Finnish accounting and company legislation.

The consolidated financial statements are prepared on the
historical cost basis except for financial assets and financial
liabilities measured at fair value through profit or loss, deriva-
tive financial instruments and share-based payments meas-
ured at fair value at the grant date (granted option rights).
Unless otherwise stated, all the figures in these financial
statements are presented in thousands of euros.
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Subsidiaries

Efore’s consolidated financial statements comprise the finan-
cial statements of the parent company Efore Plc and its sub-
sidiaries. Subsidiaries are companies in which Efore Plc holds,
directly or indirectly, more than 50% of the voting rights or in
which it has otherwise the power to govern the financial and
operating policies (control).

Mutual shareholdings are eliminated using the purchase
method. Subsidiaries are consolidated from the date when the
Group's control commences and consolidation is terminated
on the date on which the Group’s control ceases.

All intra-group transactions, receivables, liabilities, unre-
alized gains and distribution of profits within the Group are
eliminated in the consolidation. Unrealized losses are not
eliminated if the loss is a result of an impairment. The distri-
bution of profit or loss for the financial period to the equity
holders of the parent company is presented on the face of the
income statement.

Associated companies

Associated companies, in which the Group holds usually be-
tween 20% and 50% of the voting rights and in which it has
significant influence but not control, are consolidated us-

ing the equity method. If the Group’s share of the associated
company’s losses exceeds its holding in the company, the
investment is entered into the balance sheet as zero and no
consideration is given to losses in excess of that amount un-
less the Group has other obligations relating to the associated
company. Unrealized profits between Efore and its associ-
ates are eliminated in proportion to the share ownership. The
Group'’s proportionate share of associates’ profit or loss for
the financial period is presented as a separate line item below
operating profit.

Translation of foreign currency items

Figures for the performance and financial position of the
Group entities are measured in a currency of each entity’s pri-
mary operating environment (functional currency). The con-
solidated financial statements are presented in euros, which
is the Group’s parent company’s functional and presentation
currency.

Foreign currency transactions

Foreign currency transactions are translated into the respec-
tive functional currency using the exchange rates at the date
of the transaction. In practice, an exchange rate that approxi-
mates the rate at the date of the transaction is often used.
Monetary foreign currency balances at the balance sheet date
are translated into functional currency using the exchange
rates prevailing at the balance sheet date. Non-monetary
foreign currency items measured at fair value are translated
into functional currency using the exchange rates ruling at the
dates that the fair value was determined. Other non-monetary



items are translated using the exchange rate at the transaction
date. Gains and losses arising from foreign currency transac-
tions and translation of monetary balances are recognized in
profit or loss. Exchange rate differences arising from the trans-
lation of trade receivables denominated in foreign currencies
are recognized as an adjustment to net sales, while exchange
rate differences resulting from the translation of trade paya-
bles denominated in foreign currencies are entered as an ad-
justment to purchase costs. Other exchange gains and losses
are presented under financial income and expenses. Exchange
rate differences on derivatives designated as hedges of foreign
currency net position are recognized under financial items.

Translation of the financial statements of the foreign group companies
Income and expenses for the income statements of foreign
group companies are translated into euro by using the aver-
ages of the average rates of the European Central Bank for
the calendar months in the financial period, while their bal-
ance sheets are translated at the closing rates at the balance
sheet date. Using different exchange rates for translating the
result for the financial period in the income statement and in
the balance sheet results in a translation difference, which is
recognized in equity. Translation differences arising from the
elimination of the cost of foreign subsidiaries and from the
translation of the accumulated post-acquisition equity bal-
ances are recognized in equity. When a subsidiary is disposed
of all or partly, the relevant cumulative translation differences
are transferred to profit or loss as part of the gain or loss on
the sale. The translation differences arisen prior to November
1, 2004, the date of Group's transition into IFRSs, have been
recognized as retained earnings as permitted under the IFRS
1 exemption. Such translation differences will not be recycled
in profit or loss at a disposal of a subsidiary. Those translation
differences arisen since the transition date in connection with
preparation of the consolidated financial statements are pre-
sented under equity as a separate item.

Property, plant and equipment
Property, plant and equipment are measured at historical cost
less accumulated depreciation and impairment.

Where parts of an item of property, plant and equipment
have different useful lives, they are accounted for as sepa-
rate items of property, plant and equipment. In such cases,
the cost of replacing part of such item is capitalized and the
carrying amount of those parts that are replaced is expensed.
Otherwise, subsequent costs are recognised in the carrying
amount of the property, plant and equipment only if it is prob-
able that the future economic benefits associated with the
item will flow to the Group and the cost of the item can be
determined reliably. Other maintenance, repair and renewal
costs are expensed as incurred.

Property, plant and equipment are depreciated on a straight-
line basis over their estimated useful lives. The estimated use-
ful lives are as follows:
Machinery and equipment....................................
Other tangible assets
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The residual values and useful lives are reviewed at least
at each financial year-end and where they differ from previous
estimates, depreciation periods are changed accordingly to
reflect the changes in the expectations of the future economic
benefits.

Gains and losses on decommissioning and disposal of
property, plant and equipment are included in other operating
income and expenses, respectively.

Depreciation is terminated when an item of property, plant
and equipment is classified as a non-current asset held for
sale in accordance with IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations.

Government grants

The recognition method of grants received from the Govern-
ment or other sources of public sector depends on the nature
of the grant. Such grants that compensate the Group for ex-
penses incurred are recognised as revenue in the same period
in which the expenses are incurred. These grants are present-
ed as other operating income. Grants that compensate the
Group for the acquisition of property, plant and equipment are
recognised by deducting the grant from the cost of the asset.
These grants are recognised as income in the form of lower
depreciation and amortisation charge over the items’ useful
lives. Government grants are recognised when there is reason-
able assurance that the grants will be received and the Group
will comply with the conditions associated with them.

Intangible assets

Goodwill

Goodwill arisen from the business combinations represents
the excess of the cost over the net identifiable assets, liabili-
ties and contingent liabilities measured at fair value. Goodwill
is not amortised but it is tested annually for any impairment.
The Efore Group has not had any goodwill during the periods
presented in the financial statements.

Research and development expenditure
Research expenditure is recognized as an expense in profit
or loss. Development expenditure arising from designing of
new or more advanced products are capitalized in the balance
sheet as intangible assets from the moment the product is
technically feasible, it can be applied commercially and it is
expected to generate future economic benefits. Capitalized
development costs comprise the material, labour and test-
ing expenditure that are directly attributable to the process of
completing the product for its intended use.

An asset is amortised from the date it is available for use.
An asset that is not yet available for use is tested annually
for impairment. Capitalized development costs are measured
subsequently at cost less accumulated amortisation and im-
pairment. Capitalized development costs are amortised on a
straight-line basis over their useful life that is 3-5 years.

Other intangible assets
An intangible asset is initially capitalized in the balance sheet
at cost if the cost can be measured reliably and it is probable
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that the expected future economic benefits that are attribut-
able to the asset will flow to the Group.

Intangible assets that have finite useful lives are amortised
on a straight-line basis over their known or estimated useful
lives. Intangible assets which have indefinite useful lives are
not amortised but they are tested annually for impairment.
The Group had not any assets with indefinite useful lives in
the financial periods 2007/2008 and 2008/20009.

Amortisation periods for the other intangible assets are as
follows:
Licenses ...
IT SOtWATE. ...

Non-current assets classified as held for sale
Non-current assets (or disposal group) and assets and liabili-
ties relating to discontinued operations are classified as held
for sale if their carrying amount will be recovered principally
through a sale transaction rather than through continuing use.
The criteria for classifying an asset as held for sale is consid-
ered to be met when its sale is highly probable and the as-
set (or disposal group) is available for immediate sale in its
present condition subject to only terms that are usual and
customary, when the management is committed to sell the as-
set and the sale is expected to be completed within one year
from the date of classification. Since the classification date
the assets held for sale (or disposal group) are measured at
the lower of their carrying amount and fair value less costs to
sell. Depreciation and amortisation on these assets is termi-
nated at the date of classification. Those assets and liabilities
belonging to a disposal group that are not in the scope of the
measurement rules of IFRS 5 are measured also after the clas-
sification date in accordance with the applicable IFRSs.

Assets classified as held for sale, disposal groups, items
recognised directly into equity and relating to the assets held
for sale as well as liabilities including into a disposal group
are presented separately from the other items in the balance
sheet.

Inventories

Inventories are measured at cost or at net realizable value,
whichever is lower. The cost of raw materials is determined
using the weighted average cost method. The cost for finished
goods and work in progress consists of raw materials, direct
labour, other direct expenditure and an appropriate part of the
variable and fixed production overheads based on the normal
operating capacity. The net realizable value is the estimated
sales price in the ordinary course of business less the esti-
mated expenditure of completion and selling the product.
Obsolete and slow-moving inventories have been subjected
to impairment in accordance with the Group’s measurement
policies.

Leases

Group as lessee

Leases of tangible and intangible assets, in which substan-
tially all the risks and rewards incidental to the ownership
are transferred to the Group, are classified as finance leases.
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An asset acquired by way of finance lease is capitalized in

the balance sheet at the fair value of the leased asset at the
commencement of the lease term, or at the present value of
the minimum lease payments, whichever is lower. An item
acquired by way of finance lease is depreciated or amortised
over the shorter of the item’s useful life and the lease term.
Lease payments are divided into finance costs and reductions
of the lease liability during the lease term so, that the interest
on the remaining liability is constant in each financial period.
Lease obligations are included in the interest-bearing liabili-
ties.

Leases in which the lessor retains the risks and rewards
incidental to the ownership are treated as operating leases.
Lease payments made under operating leases are recognized
in profit and loss on a straight-line basis during the lease
term.

Impairments

Tangible and intangible assets

The carrying values of assets are reviewed on each balance
sheet date to identify any impairment. If any indications of im-
pairment exist, the asset’s recoverable amount is estimated.
Estimates will also be made on the recoverable amount for
the following assets at least annually irrespective of whether
there are any indications of impairment: intangible assets
with indefinite useful lives and capitalized development costs
(unfinished intangible assets). The need for impairment is
considered at the cash-generating unit level, which is the low-
est unit level for which there are separately identifiable, main-
ly independent, cash inflows and outflows.

The recoverable amount is the higher of an asset’s fair val-
ue less costs to sell and its value in use. The value in use rep-
resents the discounted future net cash flows expected to be
derived from an asset or a cash-generating unit The discount
rate is a pre-tax discount rate that reflects current market as-
sessments of the time value of money and the risks specific to
the asset.

An impairment loss is recognized when the carrying
amount of an asset exceeds its recoverable amount. An im-
pairment loss is entered immediately in profit or loss. At rec-
ognition of the impairment loss the useful life of a depreciable
or amortisable asset is reviewed. An impairment loss recog-
nized on other assets than goodwill is reversed subsequently
if there has been a change in the estimates used for determin-
ing the recoverable amount of an asset. The impairment loss
to be reversed may, however, not exceed the carrying value the
asset would have without the recognition of the impairment
loss.

Employee benefits

Pension obligations

The Group has entered into various pension plans in different
countries in accordance with local conditions and practices.
The Group’s pension plans are classified as defined contribu-
tion plans. Under defined contribution plans the Group pays
fixed contributions into a separate entity and will have no



legal or constructive obligation to pay further contributions if
the payee of the contributions does not have sufficient assets
to pay pension benefits in question. Payments made into de-
fined contribution pension plans are expensed in the period
to which they apply.

Share-based payments

Those schemes paid as equity instruments are measured at
fair value on the grant date and expensed on a straight-line
basis over the vesting period. Corresponding amounts are
recognized directly as an increase of Retained earnings in
equity. The scheme’s effect on profit or loss is presented in
employee benefit expenses. The expense determined on the
grant date is based on a Group’s estimate on the number of
options that are assumed to vest at the end of the vesting pe-
riod. The fair value is determined using the Black-Scholes op-
tion pricing model. The Group updates the assumption on the
final number of options at each balance sheet date. Changes
in assumptions are recognized in profit or loss. The assump-
tions and estimates made in connection with determination
of the fair value relate to expected dividend yield, volatility
and maturity of options, among others. Non-market condi-
tions as profitability and certain goal for growth rate of profit
are not taken into account when estimating the fair value of
an option, but they have an effect on the estimates of the final
number of options.

When option rights are exercised, the subscription-based
payments, adjusted by possible transaction costs, are recog-
nized in equity. Payments received for subscriptions of shares,
based on options granted prior to the new Limited Liability
Companies Act in force since September 1, 2006, have been
recognized in accordance with the terms of the scheme into
share capital and share premium account.

Financial assets and liabilities

The Group’s financial assets are classified into the following
categories: financial assets at fair value through profit or loss
as well as loans and receivables. Financial assets are classified
when initially acquired on the basis of their intended use. All
acquisitions and sales of financial assets are recognized at the
date of transaction. In the case of financial assets not meas-
ured at fair value through profit or loss, the transaction costs
are included in the cost. The Group derecognizes financial as-
sets when it has lost its right to receive the cash flows or when
it has transferred substantially all the risks and rewards to an
external party.

Financial assets at fair value through profit or loss

In Efore financial assets held for trading are classified into this
category. Financial assets held for trading comprise quoted
shares and funds acquired primarily for profit making from

the short-term fluctuations in market prices. Those derivatives
that are not financial guarantees contracts or do not qualify
for hedge accounting are classified as held for trading. Both
realized and unrealized gains and losses arising from fluc-
tuations in market value are recognized in profit or loss as
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incurred. Financial assets held for trading are included in the
current assets.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and the Group does not hold them for trad-
ing. Loans and receivables are measured at amortised cost.
They are included in current or non-current financial assets
depending on their maturity. At each balance sheet date the
Group assesses if there is objective evidence of impairment
regarding an individual receivable or a group of receivables.
The amount of any impairment is assessed primarily on the
basis of the risk involved in each item. An impairment loss is
recognized as expense in profit or loss.

Trade receivables are recognised in the balance sheet at
their original invoicing value and stated less any credit losses.
The assessment of the amount of doubtful receivables and
any need for impairment is based on the risk involved in each
item. Trade receivables are measured at their probable value
at the highest. An impairment loss on trade receivables is
recognized if there is objective evidence that the Group will
not recover all its receivables on original terms. Credit losses
recognized as an expense are included in other operating ex-
penses.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, call de-
posits and other highly liquid current investments that are
readily convertible to a known amount of cash and are subject
to an insignificant risk of changes in value. Items qualifying
as cash and cash equivalents have original maturities of three
months or less from the date of acquisition. Bank overdrafts
relating in Group’s cash pool accounts are included within
current liabilities.

Financial liabilities
Efore’s financial liabilities are classified into the following cat-
egories: financial liabilities at fair value through profit or loss
and financial liabilities measured at amortised cost. Into the
first-mentioned category are classified the Group’s derivative
financial liabilities and into the latter the loans from finan-
cial institutions. Initially the financial liabilities are measured
at fair value. Transaction costs are included in the original
cost of those financial liabilities measured at amortised cost.
Financial liabilities are included in both non-current and cur-
rent liabilities and they can be interest-bearing or non-inter-
est-bearing. Financial liabilities are classified as current if the
Group does not have an unconditional right to defer settle-
ment of the liability for at least twelve months after the bal-
ance sheet date.

Both realized and unrealised exchange gains and losses
are recognized in profit or loss under financial income and ex-
penses as incurred. Borrowing costs are expensed as incurred.
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Derivative financial instruments

Derivative financial instruments are measured both initially
and subsequently at fair value. The Group uses derivatives to
hedge against foreign currency risks related to the currency
position of the balance sheet. The Group does not, however,
apply hedge accounting as specified in IAS 39. Due to this all
gains and losses, both realised and unrealised, arising from
the fair value changes of derivatives are recognised in profit
or loss as incurred regardless of the fact that the hedged item
has not an effect on profit or loss until in the future period.
Fair value changes are included under financial items in the
income statement. In the balance sheet these derivatives des-
ignated to hedge against foreign currency risks are presented
in current receivables or liabilities.

Provisions

A provision is recognized in the balance sheet when the Group
has, as a result of a past event, a present legal or constructive
obligation and it is probable that an outflow of economic ben-
efits will be required to settle the obligation and the amount
of the obligation can be estimated reliably. Provisions may re-
late to restructuring operations, onerous contracts, legal cases
and warranty costs, among others. A reimbursement from a
third party relating to a part of the provision is recognised as

a separate asset only when the reimbursement is virtually cer-
tain.

A warranty provision is recognized when the underlying
product is sold. The amount of the provision is based on his-
torical warranty data. Warranty provisions are expected to be
used within two years. A restructuring provision is recognized
when the Group has drawn up a detailed restructuring plan
and has begun to implement the plan or has provided a noti-
fication of it. A provision for onerous contracts is recognised
when the unavoidable costs of meeting the obligation under
the contract exceed the expected benefits to be derived by the
Group from a contract.

Income taxes

Accrual-based taxes that are based on the taxable income
calculated in accordance with the local tax legislation and
present tax rate in force for each company, tax adjustments
for prior years and changes in deferred taxes are recognized as
income taxes in the consolidated income statement. Income
tax relating to items charged or credited directly in equity is
recognised in equity, respectively.

Deferred tax liabilities and assets are recognized for the
temporary differences between the carrying amounts in the
balance sheet and tax bases of assets and liabilities of the
Group companies and on the differences arising from Group
eliminations. The tax rate used for determining the deferred
tax liabilities and assets is the enacted tax rate at the balance
sheet date for the following year in the country in question.

The most significant deferred tax assets and liabilities arise
from the depreciation of property, plant and equipment relat-
ing to the Group eliminations. No deferred taxes are recog-
nized for subsidiaries” undistributed profits to the extent that
the taxes will not probably reverse in the foreseeable future.
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Deferred tax liabilities are recognized at the full amount.
Deferred tax assets are recognised only to the extent that it is
probable that taxable income will be generated in the future,
against which the temporary difference can be utilised.

Revenue recognition principles

Revenue from product sales is recognized when the significant
risks and rewards of ownership are transferred to the buyer
and the Group is no longer in possession of the products or
has no control over them. Principally revenue is recognised
upon delivery in accordance with the terms of delivery of the
products. Revenue from services is recognized in the financial
period the services are rendered to the customer. As net sales
is presented revenue from sales deducted by the discounts
granted, indirect taxes and exchange rate differences of the
sales denominated in foreign currencies.

Accounting policies requiring management’s
judgments and key sources of estimation
uncertainty

Preparation of financial statements requires Group’s man-
agement to make estimates and assumptions concerning the
future. Actual results may differ from these estimates and as-
sumptions. Moreover, the management is required to make
judgments in the process of applying the accounting policies
of the financial statements. The assumptions and estimates
are based on the management's best knowledge at the bal-
ance sheet date. Possible changes in assumptions and esti-
mates are recognized in the financial period during which an
estimate or assumption is changed, and in all subsequent
financial periods.

Management judgements concerning credit losses, de-
ferred tax assets, impairment on inventories and warranty
provisions are based on calculation models used generally
and case-by-case considerations. The calculation models are
applied using the Group’s historical data and the current man-
agement view of the market situation. Case-by-case judgment
has been based on the best information available at the bal-
ance sheet date.

The most significant individual assumption concerns man-
agement's view of the development of the future cash flows
and it relates to impairment tests for tangible and intangible
assets. More information about impairment testing is present-
ed in the note 13 of the consolidated financial statements.

New standards and interpretations

In the ended financial period November 1, 2008—October 31,
2009 the Group has adopted the following new or amended
standards and interpretations published by the IASB:

¢ [FRIC 12 Service Concession Arrangements (effective on
financial periods beginning on or after January 1, 2008). The
interpretation did not have any impact on the consolidated
financial statements as Efore is not involved with the public
sector in contracts that are in the scope of the interpretation.

e [FRIC 13 Customer Loyalty Programmes (effective on fi-
nancial periods beginning on or after July 1, 2008). The inter-



pretation has not had an impact on the consolidated financial
statements as Efore does not operate any customer loyalty
programmes within the scope of the interpretation.

e [FRIC 14 IAS 19 — The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and Their Interaction (effec-
tive on financial periods beginning on or after January 1, 2008).
Efore has no defined benefits pension plans in the scope of
IAS 19, thus the interpretation had no effect on the consoli-
dated financial statements.

e [FRIC 16 Hedges of a Net Investment in a Foreign Opera-
tion (effective on financial periods beginning on or after Oc-
tober 1, 2008). Efore has not applied hedge accounting in the
current or the previous financial period. Therefore the inter-
pretation had no impact on the consolidated financial state-
ments.

e Amendments to IFRIC 9 Remeasurement of Embedded
Derivatives and IAS 39 Financial Instruments: Recognition and
Measurement (effective on financial periods ending on or after
June 30, 2009). The amendments clarify the accounting treat-
ment of embedded derivatives in those cases where a finan-
cial asset is reclassified out of the fair value through profit and
loss category. The interpretation has not had an impact on
Efore’s consolidated financial statements.

In addition, the IASB has published the following new or re-
vised standards and interpretations not yet adopted by the
Group. Efore will adopt them at the effective date of each
standard and interpretation or, if the effective date is other
than the first day of the financial period, on the beginning of
the next financial period as from the effective date.

In the financial period
November 1, 2009-October 31, 2010:

¢ [FRS 8 Operating Segments (effective on financial periods
beginning on or after January 1, 2009). IFRS 8 replaces IAS 14
Segment Reporting. Under the new standard segment report-
ing is based on internal management reporting and applica-
ble accounting policies. IFRS 8 requires reporting of informa-
tion about factors used in identifying the operating segments
and the accounting policies applied in the segment report-
ing. In addition, the standard requires presenting information
about the Group’s products, services, geographical areas and
the most significant customers as well as the reconciliation of
segment reporting with certain income statement and balance
sheet items. Efore will have one operating segment under
IFRS 8. IFRS 8 has been endorsed to be applied in the EU.

e Revised IAS 23 Borrowing Costs (effective on financial
periods beginning on or after January 1, 2009). The revised IAS
23 requires capitalizing borrowing costs directly attributable
to the acquisition, construction or production of a qualifying
asset, e.g. a production plant, as part of the cost of that asset.
As allowed under the previous alternative treatment in IAS
23, Efore has expensed such borrowing costs as incurred. The
Group assesses the revised standard has no significant effect
on the forthcoming consolidated financial statements. The re-
vised standard has been adopted for use in the EU.
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e Revised IAS 1 Presentation of Financial Statements (ef-
fective on financial periods beginning on or after January 1,
2009). The revised standard mainly has an impact on the pres-
entation format of the financial statements (income statement
and statement of changes in equity). The revised standard has
been endorsed to be applied in the EU.

e Revised IFRS 3 Business Combinations (effective on fi-
nancial periods beginning on or after July 1, 2009). The stand-
ard has been amended significantly and among other things,
the amendments expand the scope of IFRS 3 and affect the
amount of goodwill to be recognised in the acquisitions and
the gain or loss on disposals. In future a contingent consid-
eration will be measured at fair value and the post-combina-
tion changes in the fair value are recognised in profit or loss.
Also transaction costs, as experts’ fees, are not capitalized but
recognised in profit or loss. Efore assesses that these amend-
ments currently have no major impact on its forthcoming con-
solidated financial statements. The revised standard has been
endorsed to be applied in the EU.

e Amended IAS 27 Consolidated and Separate Financial
Statements (effective on financial periods beginning on or
after July 1, 2009). The amendments have an effect on the
accounting treatment of acquisitions and sales achieved in
stages. Changes in a parent’'s ownership interest in a subsidi-
ary that do not result in a loss of control are recognised di-
rectly into Group'’s equity and no goodwill or gain or loss to be
recognised to profit or loss arises. If a parent loses control of a
subsidiary, the remaining investment is measured at fair value
through profit or loss. Investments in associates and inter-
ests in joint ventures are accounted for correspondingly. Efore
assesses that these amendments currently have no major
impact on its forthcoming consolidated financial statements.
The amended standard has been endorsed to be applied in
the EU.

e Improvements to IFRSs (May 2008) (effective mainly on
financial periods beginning on or after January 1, 2009). Small
and non-urgent amendments made to IFRSs under this proce-
dure are accumulated and processed collectively once a year.
The amendments cover total 34 standards. Efore assesses
the amendments have no significant effects on the forthcom-
ing consolidated financial statements. The amendments have
been adopted for use in the EU.

e Amendments to IFRS 7 Financial Instruments: Disclo-
sures — Improving Dislosures About Financial Instruments
(effective on financial periods beginning on or after January 1,
2009). The amendments deal with the disclosures to be pro-
vided on the fair value measurement of financial assets and
financial liabilities as well as on liquidity risk. As the amend-
ments deal with disclosure requirements, Efore assesses that
the impact not to be significant. The amendments are still
subject to endorsement by the EU.
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The following new or amended IFRSs are not expected to have
an impact on Efore’s forthcoming consolidated financial state-
ments:

e Amendments to IFRS 2 Share-based Payments — Vesting
Conditions and Cancellations (effective on financial periods
beginning on or after January 1, 2009). The amendments re-
quire taking into account all the non-vesting conditions when
estimating the fair value of the equity instruments. Also the
regulation of the accounting treatment of cancellations of the
share-based payment schemes has been specified. The amend-
ed standard has been endorsed to be applied in the EU.

e Amendments to IAS 1 Presentation of Financial State-
ments and IAS 32 Financial Instruments: Presentation — Putta-
ble Financial Instruments and Obligation Arising on Liqui-
dation (effective on financial periods beginning on or after
January 1, 2009). The amendments relate to certain puttable
equity instruments and their classification as equity in certain
conditions. The amended standards have been endorsed to be
applied in the EU.

e [FRIC 15 Agreements for Construction of Real Estates (ef-
fective on financial periods beginning on or after January 1,
2009). The interpretation provides guidance whether IAS 18
Revenue or IAS 11 Construction Contracts should be applied
when recognising revenue from construction of real estates
and when related revenue and expenses are recognised. The
interpretation has been adopted for use in the EU.

e Amendment to IAS 39 Financial Instruments: Recognition
and Measurement — Eligible Hedged Items (effective on finan-
cial periods beginning on or after July 1, 2009). The amend-
ment applies to hedge accounting and relates to designation
of a one-sided risk in a hedged item and designation of infla-
tion in a financial hedged item. The amended standard has
been endorsed to be applied in the EU.

e [FRIC 17 Distributions of Non-cash Assets to Owners (ef-
fective on financial periods beginning on or after July 1, 2009).
The interpretation provides guidance on how an entity should
account for non-cash dividend distributed to owners. IFRIC 17
is still subject to endorsement by the EU.

e [FRIC 18 Transfers of Assets from Customers (effective on
financial periods beginning on or after July 1, 2009). The inter-
pretation provides guidance on how entities should account
for items of property, plant and equipment received from cus-
tomers, or cash that is received and used to connect the cus-
tomer to a network (e.g. to a electricity network) or to provide
ongoing access to a supply of goods or services or both. IFRIC
18 is still subject to endorsement by the EU.

In the financial period
November 1, 2010-October 31, 2011:

e Improvements to IFRSs (April 2009) (effective mainly on
financial periods beginning on or after January 1, 2010). The
amendments cover in total 15 standards. The amendments
have not yet been endorsed by the EU.

e Amendments to IFRS 2 Share-based Payment — Group
Cash-settled Share-based Payment Transactions (effective on
financial periods beginning on or after January 1, 2010). These
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amendments provide additional guidance to the accounting
treatment of share-based payment transactions among group
entities. The amended standard is still subject to endorse-
ment by the EU.

e Amendment to IAS 32 Financial Instruments: Presenta-
tion — Classification of Rights Issues (effective on financial pe-
riods beginning on or after February 1, 2010). The amendment
relates to the accounting treatment (classification) of rights
issues of shares, options or warrants in a currency other than
the issuer's functional currency. The amendment to IAS 32 has
not yet been endorsed by the EU.

The adoption of these pronouncements is not expected to
have a significant impact on the forthcoming consolidated fi-
nancial statements of Efore Group.
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1. Segment information (EUR 1,000}
Efore Group reports primarily by business segment and secondarily according to geographical segment.
The primary segment refers to the whole Group i.e. the figures in the primary segment are consistent with the consolidated figures.

The secondary, geographical, segment is divided into three groups:

The Americas (North, Central and South America), EMEA (Europe, Middle East and Africa) and APAC (Asia, and the Pacific Region).
The geographical segments are based on net sales according to the customers’ location i.e. the market areas. Assets and invest-
ments are according to the location of the items in question. Non-allocated assets contain cash and cash equivalents, interest re-
ceivables and current tax assets.

Geographical segments 2009 . Americas | EMEA : APAC Non- : Group
: : : : allocated :
Net sales 4206 30,027 29.830 0 64,062
Segment’s assets 27 14,575 12,654 5,468 32,724
Investments 5 i 1,493 262 0 : 1,760
Geographical segments 2008 Americas EMEA APAC Non- Group
: : : i allocated
Net sales 6978 49,266 22,104 | 0! 78,347
Segment’s assets 1,365 19,527 15,664 5179 41,735
Investments 0 : 1,276 670 0 1,946
2. Other operating income (EUR 1,000) 2009 2008
Rental income 3 20
Product development income 99 110
Product development income 986 299
Gain on disposal of non-current assets, tangibles 23 150
Other income 98 186
Total 1,209 : 765
3. Materials and services (EUR 1,000) 2009 2008
Materials 40,047 : 46,318
Change in inventories 1,111 2,212
Services 965 2,482

Total 42123 51,012
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4. Employee benefits expenses (EUR 1,000) 2009 : 2008
Wages and salaries 10,743 11,885
Pension expenses, defined contibution plans 825 1,135
Share-based payments 78 237
Other social security expenses 868 973

Total 12,513 14,230

Information about management remuneration, other employment benefits and
shareholdings are shown in Note 30. Related party transactions.

Average personnel 2009 2008

Average number of personnel during fiscal year 565 637
Personnel on balance sheet date 549 600
5. Depreciation, amortization and impairments (EUR 1,000) 2009 2008
Depreciation and amortization by asset class
Development costs 320 1,335
Intangible rights 124 122
Intangible assets, finance lease 103 : 66
Other intangible assets 67 77
Machinery and equipment 2,093 2,045
Machinery and equipment, finance lease 72 94
Other tangible assets 474 405
Total 3,254 4,143
Impairments on immaterial rights 5 : 0
Impairments on machinery and equipment 115 41
Reversal of impairment on other tangible assets § -32 0
Total 88 41
6. Other operating expenses (EUR 1,000) 2009 2008 :
Loss on sale and scrapping of tangible assets 6 121
Rental costs 1,840 : 1,941
Voluntary employee benefits 796 880
Professional fees 2,069 1,854 :
Other fixed expenses 2,659 2,842
Total 7,371 7,638 :
Audit fees:

KPMG 5 :

Audit 30 30
Tax services 39 37
Other services 4 10
Total 74 77

Other authorised accounting firms: ] ]
Audit 21 31

Tax services 0 : 1
Other services 0 0
Total 21 ¢ 32
Total: i 3

Audit 51 62
Tax services 39 38
Other services 4 10

Total 95 109
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7. Non-recurring items (EUR 1,000) 2009 2008
Restructuring costs 341 0 !
Total 341 i 0 :
8. Financing income (EUR 1,000) 2009 2008 :
Interest income from loans and other receivables 16 62
Exchange rate gains from loans and other receivables 805 2,054
Other financing income 4 31
Total 825 : 2,146
9. Financing expenses (EUR 1,000) 2009 2008
Impairment on investmets 97 0
Interest expenses measured subsequently at fair value 94 94
Exchange rate losses from loans and other liabilities 1,455 1,757
Other financial expenses 133 238

Total 1,779 2,090 '

Exchange differences recognized in the income statement [-loss / +gain) ; ;
Net sales 16 271

Purchases and other expenses -81 -30
Financing income and expenses -651 296

Total -615 537

The exhange difference on intra-company service fee receivables is recognized under financial
items, having been shown under sales exchange difference previously. In 2009 such an exchange
difference came up to EUR -408 thousands and in 2008 up to EUR 378 thousands.

10. Share of profit of associates (EUR 1,000) 2009 2008
Share of profit of associates 168 241
11. Income taxes (EUR 1,000) 2009 2008

Income taxes in income statement

Tax based on taxable income for fiscal year -530 -426
Taxes from previous fiscal years 1 8
Deferred taxes § 2 -68

Total -527 ~486

Income taxes recognized in the consolidated income statement differ from
income tax according to parent company’s tax rate as follows:

Result before taxes -2,104 1,718
Taxes calculated at parent company’s tax rate (26%) 547 =447
Differing tax rates of foreign subsidiaries 905 869
Non-deductible expenditure -1,311 -267
Tax-exempt income 37 628
Taxes from earlier fiscal periods 1 8
Changes in deferred tax assets recognized in earlier fiscal years 0 : -93
Unrecognized tax on losses for fiscal year -703 -1,096
Other items -3 ¢ -89

Tax in consolidated income statement -527 -486
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12. Earnings per share (EUR 1,000) 2009 : 2008 :

Result for fiscal year attributable to owners of parent company -2,631 1,232
Weighted average number of shares (1,000 pcs) 40,138 40,530
Effect of outstanding options 0 0
Diluted average weighted number 40,138 40,530

Earnings per share, EUR ] ] :
Basic -0.07 0.03 :

Diluted -0.07 0.03
Basic

The earnings per share is calculated by dividing the profit or loss attributable to the owners of the parent company by the average
number of shares during the fiscal year.

Diluted

The diluted earnings per share has been calculated by adjusting the average number of outstanding shares, assuming that all
possible shares from the assumed exercising of the option rights are subscribed. Efore has one option program, which has three
series (2005A, 2005B ja 2005C).

The options have a diluting effect when the subscription price of an option is lower than the share’s market price. The diluting effect
is the number of shares that Efore must issue without charge because the funds obtained from the share subscriptions made with
options do not cover the fair value of the shares. The fair value of Efore’s shares is determined on the basis of their average market
price of the fiscal period.

13. Intangible assets, IFRS (EUR 1,000)

Intangible assets 2009 Development Intangible Intangible Other assets Total

i costs* rights : assets ! intangible i

g finance lease assets

Cost on Nov. 1 7,383 1,070 : 381 568 9,403
Translation difference (+/-) 0 : 0 : 0 0 : 0 :
Additions 722 38 225 0 985
Disposals 0 -7 0 0 -7
Reclassifications between classes 0 : 75 0 0 : 75
Cost on Oct. 31 8,105 : 1176 606 | 568 | 10,456 |
Accumulated amortization and impairment 6,498 ~765 166 -358 7,787
on Nov. 1
Translation difference (+/-) 0 0 0 0 0
Depreciation of acquisitions 0 : (I 0 0 : 1
Amortization -320 124 -103 67 614
Impairments 0 : -5 0 0 : -5
Accumulative amortization and impairment -6,819 -893 -269 -425 -8,405
on Oct. 31 : : : : : '
Book value on Oct. 31, 2009 1,287 283 337 | 143 2,050 :

* The carrying amount of unfinished development costs is 1,287 thousand euros. Development costs are tested for impairment
during each quarter. In the test the carrying amount of development costs are compared to its recoverable amount. Recoverable
amount is defined as its value of use, which is the present value of the future cash flows expected to be derived from an asset.
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Intangible assets 2008 Development Intangible Intangible Other assets Total
: costs : rights : assets ! intangible :
: finance lease : assets

Cost on Nov. 1 6,868 1,021 i 285 589 : 8,763
Translation difference (+/-) 0 0 0 5 5
Additions 518 | 49 96 0 663
Disposals -3 0 : 0 : 0 : -3
Reclassifications between classes 0 0 0 -25 -25

Cost on Oct. 31 7.383 1070 381 568 9.403 |

Accumulated amortization and impairment -5,163 -643 -100 -301 -6,208
on Nov. 1 : : : : : :
Translation difference (+/-) 0 0 0 -5 -5
Accumulated amortization on disposals 0 0 0 25 25
Amortization -1,335 -122 66 : 77 1,600

Accumulative amortization and impairment -6,498 : =765 : -166 : -358 -7,787 :
on Oct. 31 : : : : : :

Book value on Oct. 31, 2008 885 305 : 215 : 210 1616

14. Tangible assets, IFRS (EUR 1,000)

Tangible assets 2009 i Machinery :  Machinery : Other : Advance ‘: Total
5 and :and equipment ‘: tangible : paymentand : 5

equipment : finance lease : assets work in

: : : progress :

Cost on Nov. 1 18,577 521 3,115 146 22,358
Translation difference (+/-) 1,425 0 -307 : 0 -1,732
Additions 381 13 197 183 775
Disposals 1,096 0 169 0 1,265
Reclassifications between classes 215 0 0 -290 -75

Cost on Oct. 31 16,652 534 2,836 39 ! 20,061

o

Accumulative depreciation and impairment 12,156 -386 -2,069 14,611
on Nov. 1 ] : : :
Translation difference (+/-) 1,020 0 213 |
Accumulated depreciation on disposals 1,251 0 94
Depreciation 2,093 72 474 |
Impairments -115 0 32

1,233
1,345
2,639
-83

-14,756

oOlo O o o

Accumulative depreciation and impairment -12,094 -458 -2,204
on Oct. 31 : 5 5 :

Book value on Oct. 31, 2009 4558 76 632 : 39 5305 :
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Tangible assets 2008 Machinery Machinery Other Advance Total
: and ;and equipment tangible payment and :

equipment : finance lease : assets : workin :

: : progress :
Cost on Nov. 1 16,843 505 2,583 35 19,966
Translation difference (+/-) 1374 0 : 369 : 0 : 1,743
Additions 824 16 13 i 330 : 1,284
Disposals -615 0 -19 0 634
Reclassifications between classes 151 0 69 -219 0
Cost on Oct. 31 18,577 : 521 i 3,115 : 146 22,358
Accumulative depreciation and impairment -9,785 -292 -1,496 : 0 : -11,573 :
on Nov. 1 : : : : : :
Translation difference (+/-) -809 0 : -220 | 0 : -1,029
Accumulated depreciation on disposals 523 0 : 52 0 : 575 i
Depreciation -2,045 94 ~405 : 0 : -2,543
Impairments ARE 0 0 0 WARE

Accumulative depreciation and impairment -12,156 : -386 : -2,069 : 0 : -14,611

on Oct. 31 : : : : :
Book value on Oct. 31, 2008 6,421 | 135 | 1,046 146 7747
15. Holdings in associates (EUR 1,000} 2009 2008
At beginning of fiscal year 625 : 384
Share of profit 168 241
Dividends received during the period -194 0 :
At end of fiscal year 600 : 625

The associate’s book value does not include goodwill.

Group’s associate and its assets, liabilities, net sales and profit/loss.

Registered Assets Liabilities Net sales Profit/ Ownership
office loss '
Power Innovation GmbH i Germany : 7,252 : 4,862 6,490 : 674 25% :
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16. Deferred tax assets and liabilities (EUR 1,000)

Deferred tax assets Nov.1, 2008 Recognized Oct. 31, 2009
: : inincome :

: statement :

; 0| 0 0.

Total 0 0 : '

Deferred tax liabilities

Internal margin on product development capitalization 2 i -2 0
Total 2 -2 0 :
Deferred taxes, net -2 2 0
Deferred tax assets Nov.1, 2007 Recognized Oct. 31, 2008

: : inincome ! :

statement

Internal margin on capitalized product development costs 0 0 : 0
Amortization of loss on winding-up 93 -93 0 i

Total 93 ! -93 0 :

Deferred tax liabilities

Internal margin on product development capitalization 27 -25 2
Total 27 -25 2
Deferred taxes, net 66 -68 -2

The Group had tax losses totaling EUR 33.7 (32.4) million on October 31, 2009. A deferred tax asset was not recognized on of them
because they may not be usable. EUR 3.4 million of those deferred tax assets are allocated to USA and EUR 6.4 million are allocated
to Finland. The losses will expire from 2015 onwards. The parent company also has EUR 0.6 million unrecognized avoir-fiscal
receivable.

A deferred tax liability on the undistributed earnings of the subsidiaries has not been recorded in the consolidated accounts because
the tax is not expected to be realized in the foreseeable future.

17. Inventories (EUR 1,000) 2009 2008

Materials and supplies 5,427 7,156
Work in progress 926 1,563
Finished goods 1,420 2,176

Total 7,773 10,895

Write-down on inventory of EUR 665 thousand has been recognized in fiscal year 2009.
Previous fiscal year write-down on inventory amounted to EUR 944 thousand.
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18. Trade receivables and other receivables (EUR 1,000) 2009 2008

Trade receivables 10,533 15,080 :
Allowance for bad debt 0 -189
Other receivables 548 390 i
Prepayments and accrued income 408 413
Tax Receivables, income tax 96 b

Total 11,585 15,700
The book value of the receivables is essentially the same as their fair value. During the fiscal
year the Group recognized write-offs of EUR -58 thousand (EUR 113 thousand) on trade

receivables. Write-offs includes change in allowance for bad debt and realised bad debts.

Allowance for bad debt Nov.1 189 56

Translation difference -18 19
Additions 0 15
Written off for the year : -171 ¢ 0 :

Allowance for bad debt Oct. 31 0 189

Analysis of trade receivables past due: : : 5
Neither past due nor impaired 8,810 12,204

Due not more than 30 days 1,091 1,430
Due 31 to 60 days 120 656
Due 61 to 90 days 125 98 !
Due 91 to 120 days 19 ! 129
Due more than 120 days 369 564

Total 10,533 15,080

Trade and other receivables by currency: : : 2
EUR 3,557 9,090 :

RMB 6,399 4,968
UsD 1,169 1,220
EEK 18 277
SEK 55 bb
Other currencies 291 96

Total 11,489 15,694

Items included in Prepayments and accrued income:

Other accrued financial items 4 21
Accrued employee benefit expenses 34 25
Product development grants 0 49
Other items 369 : 318
Total 408 | 413 |
19. Cash and cash equivalents (EUR 1,000) 2009 2008 :

Cash at banks 5,366 5,149
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20. Capital and reserves (EUR 1,000]

Number of shares, share capital and share premium account Number of Share Acquisition Total

: shares : capital : of own : :
: : shares

Nov. 1, 2007 L 40,529,648 34,450 0 34,450

Transfer to undistributed earnings 0: 0 0 : 0

Oct. 31, 2008 { 40,529,648 34,450 0 34,450

Nov. 1, 2008 L 40,529,648 34,450 0 34,450

Acquisiton of treasury shares -922,149 0 -641 -641

Shares outstanding per Oct. 31, 2009 i 39,607,499 34,450 : -641 33,809 :

Total number of shares L 40,529,648

Own shares held by company October 31, 2009 922,149

The number of Efore Plc shares was 40,529,648 and the share capital EUR 34,450,200.80 on October 31, 2009. All the issued shares
have been paid for in full. The company has one type of shares. The voting right for each share is one vote per share.

Below is a description of the reserves within equity:

Other reserves

The legal reserve includes the proportion transferred to restricted equity in accordance with the Articles of Association or a decision
by a meeting of shareholders. Other reserves include amounts included in the restricted equity of foreign Group companies. The
costs of the option rights of fiscal year 2008 is included in retained earnings (previously these costs were part of other reserves).
Also the cost of the option rights of former fiscal years has been transferred from other reserves to retained earnings.

Reserve for own shares

Reserve for own shares consists of the cost of own shares. Group parent company acquired total 922,149 shares in public trading on
the NASDAQ OMX Helsinki Ltd between December 19, 2008 and April 2, 2009. The cost of the acquistions shares totalled

EUR 641,278.87 (year 2008 EUR 0.00) and the amount is reporting as a reduction in equity.

Translation reserve
The translation reserve contains translation adjustments arising from the translation of the financial statements of foreign
operations.

Dividends
Dividends have been paid once during the fiscal year 2009. On the basis of The Annual General Meeting on January 29, 2009
a dividend of 0.04 euros per share (totaled 1,606,585.92 euros) was paid on February 9, 2009.

Share-based payments

Under an authorization granted by the Annual General Meeting on December 16, 2004 the Board of Directors decided on March 18,
2005 to introduce a share option program aimed at committing key personnel to the company on a long-term basis.

A share ownership program in which key personnel are obliged to acquire Efore shares with 20% of the net income gained from share
option rights and to own the shares for at least one year is incorporated in the share options.

The option rights will lapse if they have not been redeemed within the subscription period. If a person leaves the Group before the
final vesting, the option rights will be lost. Forfeited options will be held for redistribution. It was granted 225 000 options during
fiscal year 2009.
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Share option scheme Share-based option rights

| - Tetal
2005 2005A 2005B 2005C !
Option rights maximum, pcs . 950000 | 650000 i 650,000 : 2,250,000 :
Shares to be subscribed per option, pcs i i (N 5
Subscription price 293 i 1.73 1.23
Dividend right Yes Yes Yes
Exercisable, from i Nov.1,2007 i Apr.1,2008 i Apr.1,2009 :
Expiration i Apr.30,2010 : Apr. 30,2011 i Apr.30,2012 :
Contractual life of options, years 3,5 4.5 5,5
Original subscription prices before dividend distribution were 3.07 (2005A), 1.87 (2005B) and 1.37 (2005C).
Option scheme Share-based option rights Total Weighted

2005 : 2005A 2005B : 2005C : average :

: : : : option price :
Numbers Nov. 1, 2005 : ; '
Option rights granted 676,000 :

0 0! 676,000 293
Option rights forfeited 0 0 0! 0 5
Option rights expired 0 : 0 0 0
Option rights exercised 0 0 0 0 :
Option rights outstanding 676,000 0 0! 676,000 293
Option rights held for future grants 274,000 : 650,000 : 650,000 : 1574,000 : 1.73
Changes in fiscal year 2006
Option rights granted 163,000 : 580,000 : 0! 743,000 1.99
Option rights forfeited 236,000 100,000 : 0: 336,000 : 257
Option rights expired 0 0 0 0 :
Option rights exercised 0 : 0: 0 0 :
Average price weighted by : : : : :
turnover in subscription period, EUR . : : : :
Option rights expired 0 : 0: 0 : 0
Numbers Oct. 31, 2006 :
Option rights granted 839,000 580,000 : 0i 1,419,000 : 2.44
Option rights forfeited 236,000 100,000 ‘: 0 336,000 : 257
Option rights expired 0 0 0 0 :
Option rights exercised 0 0 0 0 :
Option rights outstanding 603,000 : 480,000 : 0 ¢ 1083000 : 2.40
Option rights held for future grants 347,000 170,000 650,000 1,167,000 1.81
Option rights exercisable 0 : 0 0 0 :
Changes in fiscal year 2007
Option rights granted 0 : 250,000 542,000 : 792,000 ‘: 1.39
Option rights forfeited 227,000 117,000 : 0 344,000 ' 2.52
Option rights expired 0 0 0 0
Option rights exercised 0 : 0 : 0 0 :
Average price weighted by ; : : : :
turnover in subscription period, EUR : : : : :
Option rights expired 0 0 0 0
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Option scheme Share-based option rights : Total : Weighted :
2005 : 2005A 2005B | 2005C | average |

: : : : option price
Numbers Oct. 31, 2007 : ; ; ; ; ;
Option rights granted 839,000 : 830,000 ‘: 542,000 i 2,211,000 : 2.06 :
Option rights forfeited 463,000 : 217,000 : 0 680,000 : 255 :
Option rights expired 0 0 0 0 :
Option rights exercised 0 : 0: 0 : 0 : ;
Option rights outstanding 376,000 : 613,000 542,000 i 1,531,000 : 185
Option rights held for future grants 574,000 : 37,000 ‘: 108,000 : 719,000 : 261
Option rights exercisable 376,000 : 0 0 376,000 2.93

Changes in fiscal year 2008 : : :
0 0 0 :

Option rights granted 0 . ;
Option rights forfeited 0: 49,000 82,000 : 131,000 : 142
Option rights expired 0 0 0 0 :
Option rights exercised 0 : 0 0 0 :

Average price weighted by : : : :

turnover in subscription period, EUR : : : : :

Option rights expired 0 : 0 0 0 :

Numbers Oct. 31, 2008 ;
Option rights granted 839,000 : 830,000 ‘: 542,000 i 2,211,000 2.06 :
Option rights forfeited 463,000 : 266,000 i 82,000 : 811,000 i 2.36 i
Option rights expired 0 0 0 0 :
Option rights exercised 0 0 0 0 5
Option rights outstanding 376,000 : 564,000 i 460,000 1,400,000 i 1.89
Option rights held for future grants 574,000 86,000 190,000 850,000 : 243
Option rights exercisable 376,000 564,000 0 940,000 2.21
Changes in fiscal year 2009 5 5 5

Option rights granted 0 0 225,000 225,000 : 1.23
Option rights forfeited 0 0 35,000 35,000 : 1.23
Option rights expired 0 0 0 0

Option rights exercised 0 0 0 0

Average price weighted by : '

turnover in subscription period, EUR ] : : : :

Option rights expired 0 0 0

Numbers Oct. 31, 2009 § j

Option rights granted 839,000 830,000 ‘: 767,000 i 2,436,000 1.99
Option rights forfeited 463,000 266,000 ‘: 117,000 : 846,000 : 2.32
Option rights expired 0 0 0 0

Option rights exercised 0 0 0 0

Option rights outstanding 376,000 ' 564,000 650,000 : 1,590,000 : 1.81
Option rights held for future grants 574,000 86,000 0 660,000 2.77
Option rights exercisable 376,000 564,000 : 650,000 i 1,590,000 1.81

The Black-Scholes option pricing model was used to determine the fair value of the options. Fair value for the option rights is
determined on the grant day and recognized in employee benefits expenses during the vesting period. The grant date is the date
of decision by the Board of Directors. Future dividends are not included in the calculation. The effect of option rights on the
company’s financial performance for the 2009 fiscal year is EUR 78 thousand (EUR 237 thousand).

46



Efore Annual Report 2009 - Consolidated financial statements, IFRS

Notes to the consolidated financial statements, IFRS

Implementation 2009 Al 2008 Al

! granted : option rights : granted : option rights :
Option rights granted, pcs 225,000 : 2,436,000 0 2211,000 :
Share price, EUR 0.64 1.65 | 0.00 176
Subscription price, EUR 1.23 1.99 i 0.00 i 2.20
Risk-free interest % 2.5% 3.6% ' 0.0% 3.7% i
Expected dividends (dividend yield) 0.0% 0.0% : 0.0% 0.0% :
Contractual life of options, year 3.2 4.5 0 4.7
Expected volatility, %* 32.8% 49.0% 0.0% 50.6%
Option rights forfeiting, % 0.0% : 43% 0.0% : 43%
Fair value, total, EUR 9,369 : 906,217 0 960,973

Valuation model BS BS BS BS

The assumptions in the Black-Scholes model are calculated as average numbers of options granted under the various option rights.
Fair value is calculated by taking into account all options granted: the number of forfeited options is not taken into account in the
calculations value.

*The expected volatility has been determined by calculating the actual volatility of the Company s share price for a

period corresponding to the maturity of the option rights just before the grant date of the option rights.

21. Interest-bearing liabilities (EUR 1,000) 2009 2008 :
Book value : Bookvalue :
Non-current 2 :
Finance lease liabilities, EUR 176 231
Current : t :
Loans from credit institutions, USD 0 784

Finance lease liabilities, EUR 256 128
Interest-bearing liabilities are measured at amortized cost, which is materially equivalent to fair value.

Maturity dates of non-current liabilities i 2 2 i
2009 2010 : 2011 Later !

Finance lease liabilities 256 127 48
2008 2009 2010 : Later
Finance lease liabilities 129 101 i 129
22. Maturity of finance lease liabilities (EUR 1,000) 2009 2008 :
Finance lease liabilities - Total amount of minimum lease payments
Less than 1 year 271 145
1-5 years 180 241
More than 5 years : 0 : 0

: 451 ¢ 386 :
Finance lease liabilities - present value of minimum lease payments :
Less than 1 year 256 128
1-5 years 176 : 231
More than 5 years 0 0

: 431 359
Financing expenses accumulating in the future 20 27

Total amount of finance lease liabilities 431 ¢ 359
Finance lease liabilities consist of lease agreements for IT software. ' '
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23. Trade payables and other liabilities (EUR 1,000) 2009 2008
Current : : :
Trade payables to associates 2 6
Trade payables 9,516 10,533
Other payables 1431 1547
Currency derivatives 14 251
Accruals and deferred income 1,330 : 2,073
Income tax payables 0 26

Total 12,293 14,436

Book values of trade payables belonging to category of liabilities measured at amorized cost are in essentially equivalent to fair
value. Derivatives are measured at fair value based on valuations received from the counter party.

Material items included in accruals and deferred income

Current interest payable 0 4
Accrued personnel expenses 1,132 1,351
Other items § 198 718
Total 1,330 2,073
24. Provisions (EUR 1,000) 2009 2008

Current provisions

Warranty provision Nov. 1 1,026 : 1128
Translation difference -89 59
Additions 494 797
Provisions used -995 : 958
Warranty provision Oct. 31 470 1,026

Products sold by the company have a normal 24 month warranty time. Future warranty costs relating to delivered products are
recognized in the warranty provision. Actual warranty costs are recognized in the income statement in the fiscal year in which

they arise.

Other current provisions Nov. 1 78 88
Translation difference -1 12
Additions 0 : 0
Provisions used -68 21 i
Other current provisions Oct. 31 0 78

In both financial years lease costs arising from unused production machines and costs from premature termination of the lease
have been provided for.

25. Financial risk management

The principles and objectives of the Group’s financial risk management are determined in the financing risk policy, which, if necessary
is updated and approved by the Board of Directors.

Financial risk management risks aims at avoiding risks and providing cost-effective arrangements for protecting the Group from fac-
tors that may affect its performance and cash flow. Financial risks are managed by foreign exchange and interest rate hedging using
only financial instruments with a market value and risk profile that can be reliably monitored.

Efore Group has no substantial long-term loan position. Over 60% of revenue is accumulated by two customers. Maturity analysis of
trade receivables and currency exposure of trade and other receivables are presentied in note 18, Trade and other receivables.
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Foreign exchangerate risk

Foreign exchangerate risk refer to the risks caused by changes in foreign exchange rates which can affect business performance or
Group solvency. Most of the Group’s sales are denominated in the euro, the Renminbi and the US dollar. The operating expenses are
generated in the euro, the US dollar, the Estonian kroon, the Swedish krona and the Renminbi.

The main foreign currency surpluses and deficits are hedged according to the Group hedging policy. Hedging is carried out by using
foreing currency loans and foreign exchange derivatives, such as forward contracts, and options. Foreing exchange dericatives have
a duration of 1-3 months. Strengthening of 10% of the Renminbi against the euro would have an -0.6 million EUR negative effect
on the profit of the Group. Weakening of 10% of the Renminbi against the euro would have an 0.6 million EUR positive effect on the
profit of the Group.

In the financial statements the equity of foreign subsidiaries is translated at the European Central Bank's average fixing rate on the
balance sheet date. Exchange rate differences are presented in the consolidated financial statements as translation differences.
The net investments in foreign operations has not been hedged.

The instrument used for hedging against exchange rate risks and their nominal values at the end of the fiscal year are specified in
note 26, Fair values of derivative financial instruments.

Interestrate risk

Interestrate risks are caused by fluctuations in interest rate affecting theGroup’s income, loan portfolio and cash reserves.
Interestrate risks are managed by making correct decisions on the interest periods of the liabilities and by using different types of
interestrate derivative instruments. On the balance sheet date, the Group did not have any open interest rate derivatives.

Liquidity risk

According to the financing policy, liquidity risk management, funding and efficient cash management of the Group are responsibili-
ties of the parent company. The liquidity risk is managed by adequate cash assets, partial sale of trade receivables, credit limits
and by monitoring the maturities of loans. At the end of the fiscal year the Group’s liquid assets totalled EUR 5.3 million (EUR 5.1
million). The Group's interest-bearing liabilities totalled EUR 0.4 million (EUR 1.1 million). The company’s financing reserves com-
prised unused credit limits totalling EUR 11.0 million on October 31, 2009. Credit limits expire within 7 months. No credit limits
were utilised on October 31, 2009.

Financial liabilities past due, 2009 Carrying Contractual 6 months 6-12 months 1-2 years
amount :  cash flows : orless : '
Trade payables 9,517 i 9,517 : 9,517 0 0
Bank loan 0 : 0 : 0 : 0: 0
Finance lease liabilities 431 451 0 271 180
Foreing exchange derivatives,
negative fair value ] 14 14 14 0 : 0
Financial liabilities past due, 2008 Carrying Contractual 6 months  6-12 months 1-2 years
amount cash flows or less
Trade payables 10,539 10,539 10,539 0 0
Bank loan 784 808 0 808 0
Finance lease liabilities B389 386 0 145 241
Foreing exchange derivatives, negative fair value 251 251 251 0 0

Credit and other counterparty risks

Each business unit is primarily responsible for the management of their operational credit risks. Credit riks management is carried
out in accordance with the Group’s credit policy and the aim is to minimize possible credit losses. Material items of trade receiva-
bles are evaluated on a counterparty basis in order to identify possible impairment. The credit risks related to the investment of
liquid assets and derivate contracts are minimized by setting credit limits for the counterparties and by concluding agreements
only with leading domestic and foreign banks and financial institutions.
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26. Fair values of derivate financial instruments (EUR 1,000) 2009 : 2008 '
Currency derivatives, not under hedge accounting : : :
Option contract

Nominal value 8,835 : 12,520 :
Negative fair value 14 251
27. Operating lease commitments (EUR 1,000) 2009 2008

Group as lessee

Non-cancellable minimum operating lease payments. ] ] :
Less than 1 year 1,437 1,875 |

1-5 years 2,491 3,487
More than 5 years ] 0 i 0 :

3,928 5,362

The Group has rented the operating facilities it uses. The leases for the premises will last a maximum of four years. In most cases
the leases include the option to continue the lease past the original expiry date.

28. Other contracts

The Group has certain significant customer contracts that include a condition normal for the sector, according to which the parties

have the right to terminate the contract if a controlling interest in the company is transferred to a party which is a competitor of the
customer. The company has certain significant financial contracts that include a condition normal for the sector, according to which
the contract may be terminated if a controlling interest is transferred to another company.

29. Contingent liabilities (EUR 1,000) 2009 2008
For others
Other contingent liabilities 100 : 59

30. Related party transactions (EUR 1,000)
The Group’s parent and subsidiary company

relationships are as follows: {  Registered : Home Group : Share @ Parent com-
: office : country :  ownership : of voting i pany owner-

% i rights % ship %
Parent company : : : 5 :
Efore Plc Espoo Finland

Shares in subsidiaries owned by
the parent company Efore Plc:

FI-Systems Oy Espoo Finland 100 : 100 100

Efore (USA), Inc. . Dallas, TX i USA i 100 100 : 100

Efore AB . Stockholm : Sweden 100 | 100 i 100

Shares in subsidiaries owned
by FI-Systems Oy: i : : ; ;
Efore (Suzhou) Electronics Co., Ltd Suzhou : China : 100 100 :

Efore As Parnu Estonia 100 100
Associates : : : : :
Power Innovation GmbH Achim Germany : 25 25 25
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The following transactions were carried out with related parties 2009 2008
Associates (EUR 1,000) ] ] :

Sales 0 : 0 :

Purchases 64 42
Liabilities 7 6

The Group has related party relationships with members of the Board of Directors,
President and CEO and other key management personnel.

Key management personnel 2009 2008
Salaries and other short-term employment benefits 900 788
Benefits after termination of employment 0 : 35 i
Total 900 : 823 :
Granted option rights, 1,000 pcs 30 0
Option rights forteited, 1,000 pcs 0 50

Remuneration, President and CEO ] ] :
Reijo Maihaniemi 210 198

Remuneration, members of Board of Directors ] ] :
Ek Johan 0 7

Hantila Isto 55 i 62
Harju Jukka 7 29
Korvenmaa Esa 7 28
Luoma Marko 26 29
Raitasuo Outi 0 8
Siponmaa Ari 20 0
Syrjala Timo 27 35
Tammivuori Matti 27 33
Vikkula Matti 20 0 :
Total 189 231
Other key management personnel 501 625

includes fees 16 15

The related parties have not been granted pension commitments with special terms. No loans, guarantees or other collateralshave
been granted to the related parties.

The President and CEO and the key management personnel has received 30 thousand option rights (2008: 0.0 thousand option
rights). The option rights plan terms for the management personnel are equal to the option rights directed at other personnel. On
October 31, 2009, the key management personnel had been granted 422 thousand option rights, of whitch all 422 thousand exer-
cisable (2008: 392 thousand option rights, of which 192 thousand exercisable). No option rights have been granted to the members
of the Board of Directors. Other key management personnel comprises persons who belong to the Group’s executive management
team.

31. Events subsequent to balance sheet date

As far as the Group management is aware, there are no material events subsequent to the balance sheet date
that would have affected the financial statements.
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EUR 1,000
Notes 1.11.08- 1.11.07-
i 31.10.09 : 31.10.08
NET SALES 1 ] 27,150 44,544
Change in inventories of finished goods and work in progress -134 -83
Other operating income 2 3,626 2,643
Materials and services
Materials and consumables 5 5 :
Purchases during the financial year 20,083 32,184
Change in inventory 17 69
Materials and consumables in total 20,100 32,253
External services 3 : 843 2,108
‘ ‘ 20,942 34,361
Personnel costs : :
Wages, salaries and fees 4 4,280 5,403
Social security expenses
Pension expenses b 707 989
Other social security expenses 4 157 247
: ' 5,144 6,638
Depreciation, amortization and impairments ' '
Depreciation and amortization according to plan 5 757 1,761
Impairment loss on non-current assets : 5 ¢ 21 8
' ' 778 1769
Other operating expenses 6 5,379 5,296
OPERATING PROFIT (LOSS) -1,600 -959
Financing income and expenses _ _ :
Income from accociated companies (dividend) 7 194 0
Other interest and financial income 7 1,919 2,349
Impairment loss and reversal of impairment loss
on investments carried as non-current assets 7 -4,111 14
Impairment loss on investments carried as current assets 7 -1 0
Interest expenses and other financing expenses 7 -1,612 -2,001
: ' -3,610 361
PROFIT (LOSS) BEFORE EXTRAORDINARY ITEMS -5,210 -598
PROFIT (LOSS) BEFORE APPROPRIATIONS AND TAXES -5,210 -598
Income taxes _ : _
Income taxes for the period -306 -137
PROFIT (LOSS) FOR THE PERIOD -5,517 -735
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EUR 1,000

Notes i Oct.31,2009 @ Oct. 31,2009
ASSETS
NON-CURRENT ASSETS

Intangible assets : ] 1
Development costs 8 1,287 902

Intangible rights 8 i 276 294
Other capitalized long-term expenses 8 134 198
: ] 1,696 1,395

Tangible assets : :
Machinery and equipment 8 305 653
Other tangible assets 8 10 5
Advance payments and constructions in progress 8 29 71
: : 344 730

Investments : i
Holdings in Group companies 9,10 11 158
Receivables from Group companies 9 0 4,254
Holdings in associates 9 i 361 361
Other shares and holdings 9 o 3
: f 474 4,776

CURRENT ASSETS :

Inventories : : :
Materials and consumables 56 73
Finished goods 350 484

406 557
Non-current receivables : i
Receivables from Group companies m 32,676 32,000

Current receivables : ! ]
Trade receivables " 3,005 : 8,062

Receivables from Group companies " 4,565 6,945
Other receivables (A 175 121
Prepayments and accrued income 11 202 219

: : 7,946 15,346

Cash and cash equivalents 3,072 3,075
TOTAL ASSETS 46,614 57,879
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EUR 1,000

Notes Oct. 31, 2009 Oct. 31, 2008
EQUITY AND LIABILITIES
EQUITY
Share capital 12 34,450 34,450
Retained earnings 12 10,733 13,716
Profit (loss) for the period 12 -5517 -735
39,667 47,431
STATUTORY PROVISIONS
Other Provisions 13 50 550
CURRENT LIABILITIES
Trade payables 14 772 973
Liabilities to Group companies 14 5,326 6,658
Liabilities to associates 14 2 6
Other liabilities 14 140 667
Accruals and deferred income 14 658 1,594
6,897 9,898
TOTAL EQUITY AND LIABILITIES 46,614 57,879
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EUR 1,000
1.11.2008- 1.11.2007-
31.10.2009 31.10.2008
Cash flows from operating activities:
Cash receipts from customers 35,625 45,098
Cash paid to suppliers and employees -35,439 -40,816
Cash generated from operations : 186 4,282
Interest paid -15 i -23
Dividends received 2341 0
Interest received 1,214 253
Other financing items -425 -408
Income taxes paid -356 -87
Net cash from operating activities (A) 2,944 4,017
Cash flows from investing activities: : :
Purchase of tangible and intangible assets -712 -731
Proceeds from sale of tangible and intangible assets 22 9
Proceeds from sale of investments 0 14
Dividends received 194 0
Net cash used in investing activities (B) -495 -709
Cash flows from financing activities: ] ]
Purchase of own shares -641 0
Dividends paid -1,811 -3,846
Net cash used in financing activities (C) -2,453 -3,846
Net increase/decrease in cash and cash equivalents (A+B+C) -4 -538
Cash and cash equivalents at beginning of period on Nov. 1 3,075 3,613
Cash and equivalents at end of period on Oct. 31 3,072 3,075
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Accounting policies for the financial statements of

parent company, FAS

General

The financial statements of Efore Plc (registered office in Es-
poo, Finland), are prepared and presented in accordance with
the Finnish Accounting Act and other applicable laws and
regulations in effect in Finland (Finnish Accounting Standards,
FAS).

Foreign currency items

Transactions in foreign currencies are recognized at the ex-
change rate valid on the date of transaction. Receivables and
liabilities in foreign currency outstanding on the balance
sheet date are measured using the exchange rates on the bal-
ance sheet date. Exchange gains and losses arising from ordi-
nary business operations are treated as adjustment items for
sales and purchases. Exchange gains and losses from financ-
ing activities are recognized as financial income and expenses.
Derivatives entered into for hedging currency positions related
to balance sheet items are measured at fair value and the re-
sulting fair value changes are recorded under financial items.

Valuation of non-current assets

The balance sheet values of intangible and tangible assets

are stated at historical cost less accumulated amortization,
depreciation and impairment losses. Planned depreciation on
intangible and tangible assets is made on a straight-line basis
over their estimated useful lives. Gains and losses on sales of
intangible and tangible assets are included in the operating
result.

The estimated useful lives for different groups of assets are as
follows:

Development expenditure ... 3-5 years
Intangible rights ... 5 years
Other non-current expenditure ....................c.cc.ocoo.... 5-10 years
Machinery and equipment.................................. 3—-10 years
Other tangible assets ... 5 years

An impairment loss is made on the carrying value of an item
of intangible and tangible assets, if it is evident that earnings
expectations do not cover the carrying value of the asset.

Development costs relating to the larger individual projects
and generating income for three years or more are capitalized
under intangible assets. The capitalized development costs
are amortized over those financial periods in which they gen-
erate income.
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Those investments and receivables with a useful life of
more than one year are presented as other non-current invest-
ments and receivables.

Inventories

Inventories are measured at the lower of cost and probable
replacement value or estimated realizable value. In addition
to variable costs attributable to the purchase and production,
the cost of inventories includes a proportion of the fixed pur-
chasing and production costs. The weighted average price is
used for the measurement of the raw materials included in the
inventories.

Provisions

Future expenditure and losses that the company is commit-
ted to cover but which have not yet realized are presented as
provisions in the balance sheet. These include among other
things warranty costs. Changes in provisions are included un-
der the relevant expenses in the income statement.

Net sales

The calculation of net sales deducts from the revenue the dis-
counts granted, indirect taxes and exchange differences aris-
ing from translating the foreign currency trade receivables.

Leasing

All leasing charges are treated as rental expenditure. The un-
paid leasing charges related to the future financial periods are
presented as lease obligations in the notes to the financial
statements.

Pensions

The pension cover of the company’s employees is arranged
through insurance policies in pension insurance companies.
Pension costs are expensed as incurred.

Income taxes

The taxes of the fiscal year and the tax adjustments for previ-
ous fiscal years are recognized as income taxes in the income
statement.
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EUR 1,000
Parent Parent
company company
2009 2008
1. Net sales in market areas by customers :
Finland 6,418 10,544
European Union, except Finland 14,871 25,996
USA 1,436 1,229
Other countries 4425 6,775
Total 27,150 4 544
2. Other operating income i i
Others 3,626 2,643
Total 3,626 2,643
2. Materials and services
Materials and consumables 1 i
Purchcases during the financial year 20,083 32,184
Change in inventory 17 69
Materials and consumables in total 20,100 : 32,253
External services 843 2108
Materials and services in total 20,942 34,361
4. Personnel costs E ]
Wages, salaries and fees 4,280 5,403
Pension costs 707 989
Other social security expenses 157 247
Total 5144 6,638
Management salaries and fees i ]
President and CEO, Members of the Board of Directors 405 429
Total personnel, average ] ]
Employees 8 "
Salaried employees 84 97
Total 92 108
5. Depreciation, amortization and impairments
Depreciation and amortization according to plan: : :
Development costs 337 1,273
Intangible assets 118 114
Other capitalized expenditure 64 81
Machinery and equipment 234 287
Other tangible assets S 6
Total 757 1,761
Impairments on development costs S 0
Impairments on machinery and equipment 16 8

Total 21 8
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EUR 1,000
Parent Parent
company company
2009 2008
6. Other operating expenses
Other operating expenses are normal expenses
Audit fees:
KPMG
Audit 19 19
Tax services 36 36
Other services 4 10
Total 58 65
7. Financing income and expenses
Dividend income
From associates 194 0
Other interest and financial income
From Group companies 1,194 238
From others 725 2,110
Total 1,919 2,349
Impairments on investments carried as non-current assets
Impairment loss on loan receivables/holdings and reversal of impairment -4,111 14
loss on holdings in Group companies
Impairment loss on investments carried as current assets -1 0
Interest expenses and other financial expenses
Group companies -38 0
Others -1,573 -2,001
Total -1,612 -2,001
Financial income and expenses in total -3,610 361
The item ‘financial income and expenses’ includes
exchange rate gains/losses, net =751 314
The exchange difference on intra-company service fee receivables is recognized under finan-
cial items, having been shown under sales exchange difference previously. In 2009 such an
exchange difference come up to EUR -408 thousands and in 2008 up to EUR 378 thousands.
8. Non-current assets
Intangible assets
Development costs
Cost on Nov. 1 8,347 7,831
Additions Nov. 1-Oct. 31 722 518
Disposals Nov. 1-Oct. 31 0 -3
Cost on Oct. 31 9,069 8,347
Accumulated amortization on Nov. 1 7,445 6,172
Amortizations Nov. 1-Oct. 31 337 1,273
Accumulated amortization on Oct. 31 7,782 7,445
Book value on Oct. 31 1,287 902
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EUR 1,000
Parent Parent
company company
2009 : 2008
Intangible rights i
Cost on Nov. 1 1,035 986
Additions Nov. 1-Oct. 31 m 81
Disposals Nov.1-Oct.31 -7 -33
Cost on Oct. 31 1,138 1,035
Accumulated amortization on Nov. 1 741 627
Cumulative amortization on disposals -1 0
Amortization Nov. 1-Oct. 31 118 114
Impairment 5 0
Accumulated amortization on Oct. 31 862 741
Book value on Oct. 31 276 294
Other capitalized long-term expenses i :
Cost on Nov. 1 2,326 2,326
Cost on Oct. 31 2,326 2,326
Accumulated amortization on Nov. 1 2,128 2,047
Amortization Nov. 1-Oct. 31 b4 81
Accumulated amortization on Oct. 31 2,192 2,128
Book value on Oct. 31 134 ¢ 198
Tangible assets
Machinery and equipment 5 5
Cost on Nov. 1 6,234 6,131
Additions Nov. 1-Oct. 31 101 135
Disposals Nov. 1-Oct. 31 -453 -32
Cost on Oct. 31 5882 6,234
Accumulated depreciation on Nov. 1 5,580 5,295
Cumulative depreciation on disposals -253 i -9
Depreciation Nov. 1-Oct. 31 234 287
Impairment 16 8
Accumulated depreciation on Oct. 31 5,577 5,580
Book value on Oct. 31 305 653
Other tangible assets ; :
Cost on Nov. 1 688 688
Additions Nov. 1-Oct. 31 9 0
Cost on Oct. 31 697 688
Accumulated depreciation on Nov. 1 683 677
Depreciation Nov. 1-Oct. 31 3 6
Accumulated depreciation on Oct. 31 687 683
Book value on Oct. 31 10 : 5
Advance payments and constructions in progress 5 5
Cost on Nov. 1 71 22
Change Nov. 1-Oct. 31 42 50
Cost on Oct. 31 29 71

Book value on Oct. 31 29 71
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EUR 1,000
Parent Parent
company company
2009 2008
9. Investments
Holdings in Group companies
Shares on Nov. 1 158 158
Disposals Nov. 1-Oct. 31 0 -4
Impairment/Reversal of impairment losses -47 14
Book value on Oct. 31 1M 158
Receivables from Group companies
Loan receivables on Nov. 1 4 254 3756
Additions Nov. 1-Oct. 31 0 498
Disposals Nov. 1-Oct. 31 -4 254 0
Book value on Oct. 31 0 4 254
Holdings in associates
Shares on Nov. 1 361 361
Book value on Oct. 31 361 361
Other shares and similar rights of ownership
Shares on Nov. 1 3 3
Disposals Nov. 1-0Oct. 31 -1 0
Book value on Oct. 31 2 3
Summary of non-current assets
Cost on Nov. 1 23 143 21943
Additions Nov. 1-Oct. 31 943 1232
Disposals Nov. 1-Oct. 31 -4 757 =31
Cost on Oct. 31 19 329 23143
Accumulated depreciation and amortization on Nov. 1 16 243 14 498
Accumulated depreciation and amortization on decreases -254 -9
Depreciation and amortization Nov. 1-Oct. 31 757 1761
Impairment —68 -5
Accumulated depreciation and amortization on Oct. 31 16 814 16 243
Book value on Oct. 31 2515 6900
Book value on Oct. 31
Production machinery and equipment 181 456
10. Shares and similar rights of ownership
Subsidiary companies
FI-Systems Oy Finland 3 3
Efore (USA), Inc., Dallas TX USA 0 0
Efore (Ltda), Campinas Brazil, desolved 0 47
Efore AB, Stockholm Sweden 107 107
M 158
Associates
Power Innovation GmbH, Achim Germany 361 361
Other shares and similar rights of ownership 2 3
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EUR 1,000

Parent Parent
company company
2009 2008

11. Receivables 5

Non-current receivables from Group companies ; i
Subordinated loans 32,000 32,000
Loan receivables 676 0

Non-current receivables in total 32,676 32,000

The company has given FI-Systems a subordinated loan of EUR 32,000,000.00. The loan period is 5 years and the interest rate 5%.

In the event of liquidation on bankruptcy, the principal and interest payable to Efore Plc would have lower priority than other credits.
Interest is payable only when, at the time of payment, the amount of the non-restricted equity and all subordinated loans of FI-Systems
exceeds the amount of loss recorded in the balance sheet included in the financial statements of the latest completed fiscal period or
in later financial statements. If interest cannot be paid, the interest accumulated during such a fiscal period will be payable later. The
loan has no security. For the loan accumulated unpaid interest is 2,102,222.22 Eur. The interest receivable is not recognized to balance
sheet.

Current receivables ] 3
Trade receivables 3,005 : 8,062

Other receivables 135 3 121
Prepaid expenses and accrued income 202 219
3,381 8,401

Current receivables from Group companies ]
Trade receivables 3,740 4,604
Prepaid expenses and accrued income 825 2 341
' 4,565 6,945
Current receivables in total 7,946 15,346

Prepaid expenses and accrued income

Parent company prepaid expenses and accrued
income include the following key items:

Accrued personnel costs 30 19
Accrued financial income 4 21
Product development grant 0 49
Dividend from subsidiaries 0 2,341
Other items 168 130
f 202 2,560

12. Equity : :
Share capital on Nov. 1 34,450 34,450
Share capital on Oct. 31 34,450 34,450
Retained earnings on Nov. 1 12,981 17,769
Acquisition of treasury shares -641 0
Distribution of dividends -1,607 -4,053
Retained earnings on Oct. 31 10,733 13,716
Profit for the period 5517 735

Equity total 39,667 47,431
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EUR 1,000
Parent Parent
company company
2009 2008
Calculation of distributable earnings
Retained earnings 10,733 13,716
Profit for the period : -5,517 -735
Distributable earnings from equity 5,216 12,981
Parent company share capital (one type of shares)
Shares 2009 pcs EUR
Shares on Nov. 1 40,529,648 34,450
Purchase of own shares : 922,149 641
Equity outstanding on Oct. 31 39,607,499 33,809
Parent company share capital (one type of shares)
Shares 2008 pcs EUR
Shares 40,529,648 34,450
13. Statutory Provisions :
Warranty provision 50 550
14. Liabilities
Current liabilities ]

Trade payables 772 973

Other liabilities 140 667

Accruals and deferred income : 658 1,594

: 1,570 3,233
Current liabilities to Group companies i

Trade payables 4,112 6,360

Other liabilities 831 5

Accruals and deferred income § 383 293

' 5326 6,658
Current liabilities to associated companies ]

Trade payables 2 6
Current liabilities in total 6,897 9,898
Accruals and deferred income

Parent company accruals and deferred income include the following key items: ]

Accrued holiday pay 523 676

Accrued other personnel costs 62 255

Accrued financial items 56 523

Group companies 383 293

Other items 16 138

1, 041 1,885
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EUR 1,000
Parent Parent
company company
2009 2008
15. Contingent liabilities :
Security given on own behalf ] i
Other contingent liabilities 100 59
Security given on behalf of group companies ] ]
Guarantees 3,161 4,102
Rent and leasing commitments on own behalf ] ]
Payable in the following financial year 835 | 863
Payable later 716 1,156
Other contingent liabilites
Derivative contracts
Option contracts : :
Nominal value 8,835 12,520
Negative fair value 14 251
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Group key figures
EUR 1,000

IFRS : IFRS IFRS
2009 | 2008 | 2007 |
GROUP KEY FIGURES ; : :

Income statement : ] | : :
Net sales MEUR 64.1 78.3 i 80.2 :
- change % | RN 23 | 14
Operating profit/-loss MEUR -1.3 i 14 2.1
- of net sales % i 2.1 18 -2.6
Profit/loss before taxes MEUR 7 17 i -29 i
- of net sales % -3.3 2.2 -3.6
Profit/loss for the period MEUR : -2.6 1.2 ¢ -3.4
- of net sales % 4.1 16 4.2
Gross investments MEUR 1.8 19 i 40
- of net sales % 2.7 | 25 | 49

Balance sheet : ] 1 : :
Non-current assets MEUR 8.0 9.9 1.4
Inventories MEUR ! 7.8 | 109 12,6
Trade receivables and other receivables MEUR : 11.5 15.7 i 14.8
Tax Receivables, income tax MEUR 0.1 0.0 0.1
Cash and cash equivalents, financial assets at fair MEUR 5.4 5.1 i 7.7
value through profit and loss : ] | : :
Share capital MEUR 345 | 345 | 345 |
Treasury shares MEUR : -0.6 i 0.0 i 0.0
Other equity MEUR -14.3 -95 74
Non-current liabilities MEUR 0.2 0.2 i 0.3
Current liabilities MEUR 13.0 i 165 19.4
Balance sheet total MEUR 32.7 41.7 46.7

Profitability : ] ] : :
Return on equity (ROE) % : -11.8 ¢ 4.7 -11.8
Return on investment (ROI) % -8.4 7.0 -8.1 :

Finance and financial position : : : 5 5
Net interest-bearing liabilities MEUR : -49 -4.0 i -6.6
Gearing % -25.3 | -16.0 | -24.6
Current ratio 1.9 1.9 i 18
Solvency ratio % : 59.6 59.9 57.9

Other key figures : 5 ; ; :
Personnel, average 565 637 766
Salaries and wages MEUR 107 1.9 13.2

Product development costs (expensed) MEUR 6.1 6.6 5.1 ¢
- of net sales % 9.6 8.5 6.3
Product development costs (capitalized in balance sheet) MEUR 0.7 : 05 : 0.9 :
- of net sales % 11 0.7 i 12
Product development costs total MEUR : 6.9 : 7.2 6.0 :
- of net sales % 107 | 9.1 i 75 |
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EUR 1,000 | | |

IFRS IFRS IFRS

2009 2008 2007
KEY FINANCIAL INDICATORS PER SHARE : : :
Earnings per share EUR ! -0.07 0.03 -0.08 i
Diluted earnings per share EUR -0.07 : 0.03 : -0.08
Dividend/share EUR 0* 0.04 0.10
Dividend payout ratio % : 0.0 : 131.6 -119.7 i
Effective dividend yield % 0.0 : 53 | 8.3
Equity per share, adjusted EUR 0.49 0.62 0.67 :
At the end of fiscal year, October 31 EUR i 0.85 0.76 1.20
P/E ratio -12.97 : 25.00 : ~14.40
Market value ] 1 : :
Market capitalization MEUR 33.7 i 30.8 48.6
Trading ] ! : :
Shares traded 1,000 psc : 8,803 8,660 17,270
Trading, % % 217 214 426
Number of shares adjusted ] ; : :
- average 1,000 pcs 40,138 : 40,530 : 40,530
- diluted number of shares on October 31 1,000 pcs 40,138 : 40,530 : 40,530
- actual number of shares on October 31 1,000 pcs 40,138 40,530 40,530
- shares outstanding per October 31, 2009 1,000 pcs 39,607 40,530 : 40,530
Adjusted share prices : | : :
lowest EUR 0.55 0.70 0.98
highest EUR 110 125 | 13 |
at the end of fiscal year EUR : 0.85 : 0.76 : 1.20
average EUR 0.72 : 1.01 ¢ 1.25

*The board of Directors will propose for the Annual General Meeting on February 9, 2010 that no dividend will be distributed.
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Calculation of key figures and ratios

Return on investment (ROI), %

Return on Equity (ROE], %

Current ratio

Solvency ratio, %

Net interest-bearing liabilities

Gearing, %

Earnings per share

Dividend per share

Dividend payout ratio, %

Effective dividend yield, %

Equity per share

P/E-ratio

Market capitalization

Average personnel

Profit before taxes + interest and other financing expenses

x 100
Equity + interest-bearing liabilities (average)
Proflt/loss for the period % 100
Equity (average)
Current assets
Current liabilities
Equity <100

Total assets - advance payments received - own shares *

Interest-bearing liabilities - financial assets at fair value through profit
or loss - cash and cash equivalents

Net interest-bearing liabilities % 100
Equity

Profit/loss for the period
Average number of shares - own shares*

Dividend for the financial year
Number of shares - own shares*

Dividend per share

Earnings per share x 100

Dividend per share
Adjusted share price at balance sheet date

x 100

Equity - own shares*
Number of shares at balance sheet date

Adjusted share price at balance sheet date
Earnings per share

Adjusted share price at balance sheet date
x outstanding shares at balance sheet date

The average number of employees at the end of each calendar month
during the accounting period

All share-specific figures are based on the issue-adjusted number of shares.

Equity is the equity owned by the holders of the parent company’s shares.

Profit for the period is the fiscal period profit attributable to equity holders of the parent.
* There were own shares held by company October 31, 2009.
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Shares and shareholders

Share capital and shares

Efore share is quoted at Nasdaq OMX Helsinki Oy (Small
Cap) under the corporate identifier EFO1V. The trading lot is
one share. The total number of shares is 40,529,648. Efore’s
registered share capital on October 31, 2009 stood at EUR
34,450,200.80. The shares have been entered in the book-entry
system.

The Annual General Meeting on January 29, 2009 decid-
ed in accordance with a proposal by the Board of Directors
to distribute a dividend of EUR 0.04 per share, in total EUR
1,606,585.92. The dividend was paid on February 9, 2009.

Valid authorizations of board directors

The Annual General Meeting on January 29, 2009 decided in
accordance with a proposal by the Board of Directors to au-
thorize the Board to decide on the distribution of an extraor-
dinary dividend. On the basis of the authorisation, the Board
of Directors may decide on the distribution of an extraordinary
dividend so that the amount of dividend on the basis of the
authorisation in total does not exceed EUR 0.05 per share. The
extraordinary dividend may be distributed on one or several
occasions. The authorisation is in force until the next Annual
General Meeting. The authorization had not been used by Oc-
tober 31, 2009.

The Annual General Meeting on January 29, 2009 decided
in accordance with a proposal by the Board of Directors to
authorize the Board to decide on the acquisition of the com-
pany’s own shares in one or several instalments. A maximum
of 4,000,000 own shares, or a lower amount that, together with
the shares already owned or pledged by the company, is less
than 10 per cent of all shares, may be acquired on the basis
of the authorisation. The authorisation includes the right to
acquire own shares otherwise than in proportion to the hold-
ings of the shareholders. The authorisation is in force until the
next Annual General Meeting.

The Board of Directors decided to use the authorizations
on December 12, 2008 and February 26, 2009 on the aqcquisi-
tion of the company’s own shares of 922,149 pcs. Shares were
repurchased in public trading on the NASDAQ OMX Helsinki
Ltd. for the market price quoted at the time of the buyback on
December 19, 2008-April 2, 20009.

The Annual General Meeting on January 29, 2009 decided
in accordance with a proposal by the Board of Directors to au-
thorize the Board to decide resolve on the issuance, in one or
several instalments, of shares, option rights and special rights
pursuant to chapter 10, section 1 of the Finnish Companies
Act, so that the aggregate maximum number of new shares
granted on the basis of the authorisation does not exceed
13,000,000 new shares. In addition, a maximum number of
4,000,000 own shares held by the company may be transferred
in connection with a share issue and/or received based on
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special rights entitling to shares. The authorisation includes
the right to deviate from the shareholders’ pre-emptive sub-
scription rights. The authorisation is in force until the 2011
Annual General Meeting. The authorization had not been used
by October 31, 2009.

Share prices and trading

The highest share price during the fiscal year was EUR 1.10,
the lowest EUR 0.55 and the average EUR 0.72. The closing
price stood at EUR 0.85. The market capitalization, calculated
with the closing price, was EUR 33.7 million.

The number of Efore shares traded during the fiscal year
stood at 8.8 million, representing 21.7% of the total number
of shares on October 31, 2009. The turnover value in the fiscal
year was EUR 6.3 million.

2005 Share Option Program

Under an authorization granted by the Annual General Meet-
ing in December 2004, the company’s Board of Directors
decided in March 2005 to introduce a stock option program
aimed at committing key personnel to the company on a long-
term basis. A share ownership program in which the key per-
sonnel are obliged to acquire Efore shares with 20% of the net
income gained from the share options and to own the shares
for at least one year is incorporated in the share options.

A total of 2,250,000 share options were issued on the basis
of the program, and each can be used to subscribe one Efore
Plc share. The option rights are divided into three categories:
2005A, 2005B and 2005C, comprising 950,000, 650,000 and
650,000 option rights respectively.

The share subscription price for category 2005A is EUR
2.93; for category 2005B, EUR 1.73; and in category 2005C EUR
1.23. The amount of dividend distributed each year is deduct-
ed from the subscription price.

The share subscription period for category 2005A is No-
vember 1, 2007-April 30, 2010, for category 2005B, April 1,
2008-April 30, 2011, and for category 2005C, April 1, 2009—
April 30, 2012.

Management shareholding

The total share ownership, as defined in Chapter 1, Section 5
of the Securities Markets Act, of Efore Plc's Board members
and the President and CEO stood at 3,941,164 on October
31, 2009, which is equivalent to 9.7% of the total number of
shares and votes. The shares held by the President and CEO
accounted for 0.31% of the total number of shares and votes.
Board members do not hold option rights. The presidentand
CEO holds 220,000 option rights, representing 9,8% of the to-
tal number of Efore Plc’s issued option rights and 0.5% of the
total number of shares rights.
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Shares and shareholders graphs and tables

Distribution of shareholdings by size of holding,
October 31, 2009

Shares Number of Proportion of Total number Proportion of
shareholders shareholders of shares and shares and
pcs % votes pcs votes %
1-100 207 6.36 14,684 0.04
101-500 706 21.68 243,303 0.60
501-1,000 640 19.66 554,730 1.37
1,001-5,000 1,127 34.61 2,936,956 7.25
5,001-10,000 273 8.38 2,136,049 5.27
10,001-100,000 267 8.20 7,649,611 18.87
100,001-999,999 36 1.1 26,989,523 66.59
Total 3,256 100.00 40,524,856 99.99
of which nominee registered 9 4,078,682 10.06
In joint account 3,304 0.01
In special accounts 1,488 0.00
Number issued 40,529,648 100.00
Distribution of shareholdings by shareholder category,
October 31, 2009
Shares Proportion
pcs of shares
and votes
%
Enterprises 7,851,112 19.37
Financial- and insurance institutions 10,809,480 26.67
Public entities 2,112,050 5.21
Households 18,105,586 44.67
Non-profit organizations 1,552,627 3.83
Outside Finland 94,001 0.23
Total 40,524,856 99.99
of which nominee registered 4,078,682 10.06
In joint account 3,304 0.01
In special accounts 1,488 0.00
Total 40,529,648 100.00
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Shares and shareholders graphs and tables

Changes in share capital 2004-2009

Share capital Nov. 1, 2003 8135 104 pcs 13830 (1000 Eur)
Year Subscription- Subscription- Subscription—g Newg Changing New share Divident
i share-relationship [registering price shares ! capital : right :
] time : EUR: pcs : 1000 EUR : 1000 EUR : :
2004 : Onbasis of options i Jan. 23, 2004 : 7.79 | 600 : i 13,831 2004
2004 : Exchangend and targeted :  Feb. 27,2004 : 085: 529,616 : 450 : 14,281 : 2004 :
: issue for K-shareholders, : : : : : : :
L 1K:1,5A ; : : é
2004 : Split 1:1, gratuitous i Feb. 27,2004 : : 8,135,704 14,281 : 2004 :
2004 : On basis of options i Apr. 21,2004 : 3.71: 2,400 : 2 14,283 : 2004 :
2004 : Targeted shareissue i Apr. 30, 2004 : 6.95: 3,240,000 2,754 17,037 2004
2004 : On basis of options i Jun. 22,2004 : 3.71: 47,200 : 40 : 17,077 : 2004 :
2004 : On basis of options i Aug. 27, 2004 3.71: 11,000 : 9 17,086 : 2004
2004 : On basis of options { Oct. 28, 2004 : 3714 47,400 40 17,127 2004
2004 : On basis of options i Dec.2,2004 : 371 46,000 : 39 : 17,165 : 2004 :
2004 i Annulment of shares i Dec. 21, 2004 : : -238,400 : -203 16,963 :
2004 : Bonus issue 1:1 : Dec. 21, 2004 : L 19956,624 16,963 33,926 | 2005
2005 : On basis of options Feb.10, 2005 : 1.70 616,400 : 523 34,450 : 2005 :
Shares capital October 31, 2009 40,529,648 pcs 34,450 (1 000 Eur)
Share capital October 31, 2009 40,529,648 pcs 34,450 (1 000 Eur)
Shares repurchased Dec. 19, 2008-April 2, 2009 922,149 pcs 641 (1000 Eur)
Shares outstanding per October 31, 2009 39,607,499 pcs 33,809 (1000 Eur)
Efore Plc’'s share prices and trading volume in 2005-2009
14.000 4,00
13.000
12.000 3,50
11.000
3,00
10.000
9.000 2,50
8.000
7.000 2,00
6.000
5.000 1.50
4.000
1,00
3.000
2.000 0,50
1.000
0 2005 2006 | 2007 2008 2009 e

Trading volume (1.000 pcs)

[ Share adjusted price [the last day of month) (EUR)
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Shares and shareholders graphs and tables

Market Capitalization, Eur Million ~ Number of registered shareholders
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Shares and shareholders graphs and tables

Efore Plc’'s 20 largest shareholders, October 31, 2009

Shares, Proportion of

pcs i sharesand votes
: %

EVLI Pankki Plc 4560 703 11.25
Varma Mutual Pension Insurance Company 1706 050 4.21
Tammivuori Leena 1669800 4.12
Tammivuori Matti 1560 000 3.85
Tammivuori Esko/death estate 1379592 3.40
Maijos Oy 1100097 ¢ 2.7
Svenska Handelsbanken Ab (Publ) 992 600 2.45
FIM Fenno Mutual Fund 981804 2.42
Efore Oyj 922 149 2.28
Rausanne Oy 848971 2.09
Syrjala & Co Oy 830 293 2.05
Veikko Laine Oy 814 400 2.01
Q & A Consulting Oy Ab 800000 1.97
FIM Bank Oy 562 057 1.39
Fabritius Hannes 473316 117
UCITS Fund Aktia Capital 430812 1.06
Ilmarinen Mutual Pension Insurance Company 400 000 0.99
FIM Forte Mutual Fund 395000 0.97
Danske Bank A/S, Helsinki Branch 298 600 0.74
Yleinen Tyottomyyskassa YTK 238 500 0.59
Total 20964 7hh 51.72
Nominee registered ] :

Nordea Bank Finland Plc 3945045 i 9.73
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Signatures for the financial statements and
the report by the Board of Directors

Espoo, 10 December 2009

g2 N VW] A

Isto Hantila Matti Vikkula Matti Tammivuori
Chairman Deputy Chairman
‘ -
- - —/E < ;‘M
Marko Luoma Timo Syrjala Ari Siponmaa

Reijo Maih&niemi
President and CEO
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Auditor’s report

To the Annual General Meeting of
Efore Plc

We have audited the accounting records, the financial state-
ments, the report of the Board of Directors, and the ad-
ministration of Efore Plc for the financial period 1.11.2008—
31.10.2009. The financial statements comprise the consoli-
dated balance sheet, income statement, statement of changes
in equity, cash flow statement and notes to the consolidated
financial statements, as well as the parent company’s balance
sheet, income statement, cash flow statement and notes to
the financial statements.

The responsibility of the Board of
Directors and the Managing Director

The Board of Directors and the Managing Director are respon-
sible for the preparation of the financial statements and the
report of the Board of Directors and for the fair presentation
of the consolidated financial statements in accordance with
International Financial Reporting Standards (IFRS) as adopted
by the EU, as well as for the fair presentation of the financial
statements and the report of the Board of Directors in accord-
ance with laws and regulations governing the preparation of
the financial statements and the report of the Board of Direc-
tors in Finland. The Board of Directors is responsible for the
appropriate arrangement of the control of the company’s ac-
counts and finances, and the Managing Director shall see to it
that the accounts of the company are in compliance with the
law and that its financial affairs have been arranged in a reli-
able manner.

Auditor’s responsibility

Our responsibility is to perform an audit in accordance with
good auditing practice in Finland, and to express an opinion
on the parent company’s financial statements, on the consoli-
dated financial statements and on the report of the Board of
Directors based on our audit. Good auditing practice requires
that we comply with ethical requirements and plan and per-
form the audit to obtain reasonable assurance whether the
financial statements and the report of the Board of Directors
are free from material misstatement and whether the mem-
bers of the Board of Directors of the parent company and the
Managing Director have complied with the Limited Liability
Companies Act.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements and the report of the Board of Directors. The pro-
cedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the
financial statements or of the report of the Board of Direc-
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tors, whether due to fraud or error. In making those risk as-
sessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the financial
statements and the report of the Board of Directors in order to
design audit procedures that are appropriate in the circum-
stances. An audit also includes evaluating the appropriate-
ness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evalu-
ating the overall presentation of the financial statements and
the report of the Board of Directors.

The audit was performed in accordance with good audit-
ing practice in Finland. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion on the consolidated financial
statements

In our opinion, the consolidated financial statements give a
true and fair view of the financial position, financial perform-
ance, and cash flows of the group in accordance with Interna-
tional Financial Reporting Standards (IFRS) as adopted by the
EU.

Opinion on the company’s financial
statements and the report of the
Board of Directors

In our opinion, the financial statements and the report of the
Board of Directors give a true and fair view of both the con-
solidated and parent company'’s financial performance and
financial position in accordance with the laws and regulations
governing the preparation of the financial statements and the
report of the Board of Directors in Finland. The information in
the report of the Board of Directors is consistent with the in-
formation in the financial statements.

Espoo, 17 December 2009
KPMG OY AB

Yoz

Lasse Holopainen
Authorized Public Accountant
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Corporate Governance

Statement

The obligations of Efore’s decision-making bodies are defined
in accordance with Finnish legislation and the principles es-
tablished by the Board of Directors. Efore’s corporate govern-
ance complies with the provisions of the Companies Act.

In addition, Efore complies with the Insider Guidelines
issued by the NASDAX OMX Helsinki Oy and the Finnish
Corporate Governance Code for Listed Companies issued by
Securities Market Association in 2008 except a deviation from
the Code’s recommendation Nr. 22 concerning the election of
members to the Nomination Committee.

The Corporate Governance Code is publicly available, e.g.
on the website of the Securities Market Association, address
www.cgfinland.fi.

The consolidated financial statements were authorized
for issue by the Board of Directors of Efore Plc on December
10, 2009 and are available in Annual Report at the website of
Efore, address www.efore.com.

Group structure

Efore Group consists of the parent company, Efore Plc, and its
directly or indirectly wholly owned subsidiaries in Finland and
abroad.
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The governance and operations of the Group are the re-
sponsibility of the parent company’s decision-making bod-
ies and authorities, which are the Annual General Meeting,
Board of Directors and the President and CEO. The President
and CEO is assisted by the Executive Management Team. The
operations of the subsidiaries are the responsibility of their
respective Boards of Directors, which comprise the Group’s
President and CEO and other representatives of the Group’s
senior management. The Group’s President and CEQ is also
chairman of the Board of Directors of each of the subsidiaries.
Efore Plc provides the subsidiaries with joint Group services
and is also responsible for its strategic planning and finances.

The Group’s operative organization is based on global func-
tional line organizations and three geographical sales areas,
Europe, America, and Asia.

Shareholders” meeting

The functions of a shareholders’ meeting as the company’s
supreme decision-making authority are defined in the Com-
panies Act and Efore’s Articles of Association. At sharehold-
ers’ meetings, shareholders are able to exercise their right to
speak and vote.



Annual General Meeting convenes annually and matters
decided upon by the AGM include e.g. adopting the financial
statements, distribution of dividend, electing auditors and
Board members and determining their remuneration and dis-
charging the Board of Directors and the President and CEO
from liability.

The Chairman of the Board, the President and CEO and the
Auditor shall be present at the Annual General Meeting and
also other Board Members, if possible and also such persons
as have been proposed for Board membership for the first time
unless there is a compelling reason.

In addition to the Annual General Meeting, extraordinary
shareholders’ meetings may be organized as necessary.

The Invitation to the Annual General Meeting and Extraor-
dinary General Meeting shall be published at the Company’s
Internet pages at the earliest two (2) months and at the latest
twenty-one (21) days before the meeting. The Board of Direc-
tors may also decide to inform about the general meetings in
one or more newspapers.

2009| Members of the Board including the Chairman as
well as the President and CEO and the Auditor were present at
the Annual General Meeting held on January 29, 2009.

Board of Directors

Appointing Board members

The Nomination Committee of the Board of Directors pre-
pares a proposal concerning Board members. The Annual
General Meeting elects the members of the Board of Directors
by simple majority vote for a term of office that ends with the
close of the next Annual General Meeting following their elec-
tion. The Board of Directors elects from among its members a
Chairman and Deputy Chairman.

Composition of the Board of Directors

As set out in Efore’s Articles of Association, the Board of Di-
rectors shall have no less than three and no more than ten
ordinary members. The company's President and CEO is not a
member of the Board of Directors.

The composition shall take into account the needs of the
company operations and the development stage of the com-
pany. A person to be elected to the board shall have the quali-
fications required by the duties, sufficient knowledge of finan-
cial matters and business operations. A person to be elected
to the Board shall have the possibility to devote a sufficient
amount of time to the work.

The majority of the directors shall be independent of the
company. In addition, at least two of the members represent-
ing this majority shall be independent of significant share-
holders of the company.

Composition of the Board of Directors during the
fiscal year 2009:

Isto Hantila, Chairman of the Board, Independed of the com-
pany and the company’s main shareholders

Marko Luoma, Independed of the company and the company’s
main shareholders

Ari Siponmaa, Independed of the company and the company’s
main shareholders
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Timo Syrjild, Independed of the company and the company’s

main shareholders

Matti Tammivuori, Independed of the company

Matti Vikkula, Deputy Chairman of the Board, Independed of

the company and the company’s main shareholders
Members of the Board are presented on page 79 of the An-

nual Report.

Duties and responsibilities of the Board

The Board of Directors has general decision-making author-
ity in all company matters that are not stipulated (by law or
under the Articles of Association) for the decision or action of
another party. The Board is responsible for the governance of
the company and for duly organizing its operations. It also ap-
proves the corporate strategy, the risk management principles,
the Group’s corporate values, the operating plan and related
annual budget, and decides on major investments.

The main duties and operating principles of the Board of Di-
rectors are given in a separate working order. This refers to the
declaration of a quorum at Board meetings, the writing and ap-
proval of minutes, and the preparations needed on matters for
decision. The Board of Directors reviews its own working proce-
dures through an annual self-evaluation process.

The Board of Directors met 15 times during the fis-
cal year 2009 and the participation rate of the Board members
was 97%.

Board committees

The Board of Directors has two committees that assist in its
work; the Audit committee and the Nomination Comittee. The
Board of Directors elects among its members comittee mem-
bers and Chairman of the comittees. External members can be
also members of the Nomination Committee.

The committees’ working orders set out the duties and op-
erating principles for each committee. The committees report
their work to the Board of Directors on a regular basis.

The main duties of the Audit Committee are to examine the
company’s finances; oversee compliance with the law and the
relevant standards; monitor the reporting process of financial
statements, supervise the financial reporting process, moni-
tor the efficiency of the company’s internal control, internal
audit, if applicable, and risk management systems; review the
description of the main features of the internal control and
risk management systems pertaining to the financial reporting
process, which is included in the company’s corporate govern-
ance statement; monitor the statutory audit of the financial
statements and consolidated financial statements, evaluate
the independence of the statutory auditor or audit firm, par-
ticularly the provision of related services to the company to be
audited and prepare the proposal for resolution on the elec-
tion of the auditor.

The main duties of the Nomination Committee are to prepare
proposals to the general meeting on the composition of the
Board of Directors and fees and other financial benefits paid
to the Board members.

Deviation from the Code’s recommendation Nr. 22: Efore Plc
deviates from the Code’s recommendation Nr. 22 concerning
the election of members to the Nomination Committee, which
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can include also other persons than members of the Board.
The company considers the exception justified in order to
enable as wide a view as possible when preparing for the elec-
tion of the Board members.

The members of the Audit Committee during the
fiscal year 2009 were Timo Syrjala (Chairman), Isto Hantila
and Matti Tammivuori. The Audit Committee met 4 times dur-
ing the fiscal year 2009 and the participation rate of the mem-
bers was 92%.

The members of the Nomination Committee during the
fiscal year were Matti Tammivuori (Chairman), Timo Syrjala,
Rauno Puolimatka and Isto Hantila. The Nomination Commit-
tee met twice during the fiscal year 2009 and the participation
rate of the members was 88%.

President and CEO

The Board of Directors appoints the company’s President and
CEO and supervises his actions. The main terms and condi-
tions governing the President and CEO'’s appointment are de-
tailed in written contract approved by the Board of Directors.
The President and CEO manages and supervises Group busi-
ness operations within the guidelines and directives issued
by the Board of Directors, and ensures that the company’s ac-
counting accords with the law and that the financial manage-
ment system is reliable.

Reijo Maih&niemi has been the President and CEO
of the company since 2006.

Executive Management Team

The President and CEO is assisted by the Executive Manage-
ment Team. The Executive Management Team comprises the
President and CEO and the Executive Vice Presidents respon-
sible for the main functions of the company.

The Executive Management Team’s main responsibilities
include drafting the broad outline of the Group’s strategy and
monitoring and securing a good financial performance. The
Team convenes 1-2 times per month.

Composition and the areas of responsibility of The Man-
agement Team are presented on page 80 of the Annual Report.

Remuneration

The Annual General Meeting decides annually on the Board of
Directors’ fees and on the criteria for reimbursement of Board
expenses.

2009 | Board of Directors’ fees 2009: In accordance with the
decision of the Annual General Meeting of 29 January 2009 the
fees paid to the members of the Board of Directors remained
unchanged. The Chairman of the Board of Directors received a
fee of EUR 3,500 per month for his Board work and an attend-
ance fee of EUR 1,000 per Board meeting, the Vice Chairman
and Board members received EUR 1,750 per month and EUR
500 per meeting. In addition, Board members are reimbursed
for travel expenses in accordance with the Finnish Tax Admin-
istration’s approved maximum limits for travel compensation
in each case.
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An attendance fee of EUR 500 per meeting was paid to com-
mittee chairmen and members for their work on the committees.
Remuneration of the members of the Board of Directors for
the fiscal year 2009:
Isto Hantila: EUR 55,000
Timo Syrjéld: EUR 27,000
Matti Tammivuori: EUR 27,000
Matti Vikkula: EUR 20,000
Ari Siponmaa: EUR 20,000
Marko Luoma: EUR 26,000

President and CEQ’s service contract

The salary, benefits and other terms of service of the Presi-
dent and CEO are defined in a written service contract. Under
the contract, the President and CEO is entitled to an annual
performance-related bonus payment max. 30%, as defined by
the Board of Directors. The Board of Directors decides each
fiscal year on the targets used as the basis for the remunera-
tion. The Board of Directors decides on the granting of stock
options to the President and CEO.

The President and CEO does not have a voluntary pension
insurance policy. His contract does not contain provisions on
any specific age limit for early old-age pension or for resig-
nation. The period of notice for the President and CEO is six
months and, under the contract, he will not receive any sepa-
rate discharge fee.

Remuneration system for the President

and CEO and the company’s other executive
management

Efore Plc’'s Board of Directors approves the performance-related
pay system for the executive management of the company. The
maximum performance-related compensation approved by the
Board is set at 10-30% of the yearly earnings, depending on the
employee’s position. The criteria used for assessing the per-
formance are the Group’s performance requirements and those
applying to the person’s own sphere of responsibility, and other
measures of operational activity. The management performance
related pay system covers approximately 70 employees.

During the fiscal year ended 31 October 2009 Presi-
dent and CEO Reijo Maihadniemi received a total of EUR
210,146.74 in salary and fringe benefits out of which bonuses
EUR 30,000 and the regular monetary salary accounted for
EUR 179,906.74 and the fringe benefits for EUR 240. During
the fiscal year the Board of Directors did not grant any stock
options to Mr. Mdihaniemi under the 2005 Stock option Plan.
The President and CEO holds 220,000 stock options.

Efore does not operate an incentive system under which
fees are paid to the President and CEQ in the form of the com-
pany’s own shares.

Audit

2009 | The Annual General Meeting held on January 29, 2009
appointed KPMG Oy Ab as Efore’s auditors, with Authorized
Public Accountant Lasse Holopainen as the principal auditor.



The fees for auditing the financial statements of Efore Plc
totalled EUR 51,400. The auditing companies charged EUR
43,200 for other services during the fiscal year 20009.

The main features of the internal
control and risk management
systems

Systems of internal control

The Board of Directors is responsible that the internal control
and risk management are adequately and effectively arranged.
In addition, it is the responsibility of the Board to ensure that
the internal control of the accounting and financial manage-
ment is arranged in an appropriate manner. The Audit Com-
mittee is responsible for the control of the financial reporting
process. The financial management shall inform its findings to
the relevant members of the management.

The group has financial reporting systems for the control
of the business, financial management and risks. The Board
of Directors of the company has approved the management
organization and principles, decision-making authorities
and approval procedures, operational policies of the organi-
zational sectors, financial planning and reporting as well as
remuneration principles. The group does not have a separate
internal audit function but the internal audit is part of the
group financial administration. Local auditors shall audit the
procedures of internal control in accordance with the audit
plan. The representatives of the financial administration shall
perform certain controls when they visit the subsidiaries. The
financial management shall report the findings to the Presi-
dent and CEO and the Audit Committee, which in turn report
to the Board.

Two profit reports are prepared monthly in the group ac-
cording to the reporting guidelines. The other report contains
operational figures and the other figures for the preparation
of the profit and loss account of the group. The financial man-
agement of the largest subsidiaries is responsible for the cor-
rectness and feeding of figures of the subsidiaries monthly in
the reporting system. Based on these the financial manage-
ment of the group follows the profit and cost development
and assesses monthly the gross margin for each customer
group as well as the correctness of obsolescence, credit loss
and warranty provisions. The restricted equity is also followed
monthly. In addition, R&D capitalizations are assessed quar-
terly in relation to the income expectations of the projects.
The monthly report based on the operational profit reports is
delivered to the Board of Directors.

The group financial management oversees the centralized in-
terpretation and application of the accounting standards (IFRS).
The group’s financing and hedging against currency risks

are centralized in the head office in Finland.

The Audit Committee of the Board evaluates the financial
statements and quarterly the interim statements as well as
separately certain special subjects important for the result
such as provisions and R&D and warranty costs. The Audit
Committee reports its findings to the Board, which monitors
that the necessary measures are taken.
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The principal auditor of Efore Plc is responsible for the
audit and the directions and coordination of the audit in the
group. The principal auditor and the management of the com-
pany prepare together annually an audit plan, which contains
separately agreed focus areas and which the Audit Commit-
tee approves. The audit report required by law is issued by the
auditor to the company’s shareholders in connection with the
annual financial statements of the company. Furthermore, the
auditor reports its findings to the Audit Committee.

Risk management

The aim of the risk management system of Efore is to recog-
nize the strategic, operational and financing risks of the group
as well as any conventional risk of loss. The risks that the
group takes in its operations are risks that are encountered in
pursuit of the strategy and goals. Risk management seeks to
control these risks in a proactive and comprehensive manner.
The measures taken can include risk avoidance, risk reduction
or risk transfer by insurance or agreement.

Risk management forms part of the group’s business proc-
esses in all operational units. In this way the risk management
process is tied to internal controls. The group and its opera-
tional units assess the risks of their operations, prepare risk
management plans and report risks in accordance with the
organizational structure. The Audit Committee and Board of
Directors address risks in connection with the addressing of
other business operations.

Risk management is taken into consideration in the group’s
quality systems, which include also survival plans. There is
a more detailed statement of the group’s different risks and
their management which can be found in the Investor Rela-
tions section of the Internet pages of the company.

Governance of insider activity

Efore Plc’s public insiders are the members of the Board of Di-
rectors, the President and CEO, the company’s auditor and the
members of the Executive Management Team. In addition the
company has a company-specific insider register. The insider
registers are maintained under the supervision of the Presi-
dent and CEO.

Efore Plc complies with the insider trading instructions ap-
proved by the Nasdag OMX Helsinki Oy, on the basis of which
the company’s Board of Directors has approved a set of inter-
nal guidelines on insider trading. According to these guide-
lines, investments made by insiders must be long-term invest-
ments and trading must always take place at a time when the
market’s information on factors affecting the share value is
as complete as possible as well as the investments must be
made during the time when the insider has no inside informa-
tion.

The period closed to trading by insiders is always a mini-
mum of 14 days before publication of interim reports, and 21
days before publication of the financial statements bulletin.
Trading can also be prohibited for special reasons outside the
closed period, in which case all insiders entered in the register
will be informed accordingly.
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Board of Directors

Isto Hantila, M.Sc. (Eng), b. 1958

Chairman since 2007

Vice Chairman 2006

Board member since 2004

Main duty: —

Primary working experience:

Aspocomp Oy, President and CEO 2007-2009

Perlos Oyj, President and CEO 2004-2006

Ascom Group, Switzerland, CEO Co-operation Division,
2001-2004

Ascom Energy Systems Division, Switzerland, CEO, 1994-2001
Current positions of trust:

Ecocat Oy, Member of the Board

Holds 110,000 Efore shares, no option rights

Marko Luoma, Tech.Lic., b. 1971

Board member since 2007

Main duty: Special researcher at the Helsinki University of
Technology

Primary working experience: Research, managerial and teaching
positions at the Helsinki University of Technology since 1994
Current positions of trust:

Creanord Oy, Member of the Board

No shareholding in Efore, no option rights

Ari Siponmaa, M.Sc. [Eng.), b. 1959
Board member since 2009

Main duty: Aura Capital Oy, Managing Partner
Primary working experience:

AT Kearney, Helsinki, Principal 1998-2000

Gemini Consulting, Helsinki, Principal 1997-1998
SIAR-Bossard, Helsinki, Consultant — Senior Project Manager
1991-1997

Current positions of trust:

AW-Energy Oy, Member of the Board

Bluegiga Technologies Oy, Chairman of the Board
Continuent INC, Member of the Board

Confidex Oy, Member of the Board

lonphase Oy, Chairman of the Board

IP Europe Ltd, Chairman of the Board

No shareholding in Efore, no option rights
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Timo Syrjala, M.sc. (Econ.), b. 1958
Board member since 2001

Vice Chairman 2007

Chairman 2004-2006

Main duty: Syrjala & Co Oy, Managing Director
Primary working experience:

Head Asset management Oy, Partner

Aros Securities Oy, Financial Analyst

ABB Treasury Center Oy, Management Consultant
Kouri Capital Oy, Director

Current positions of trust:

Orbis, Member of the Board

Stonesoft Oyj, Member of the Board

Holds 2,134,890 Efore shares, no option rights

Matti Tammivuori, BA Marketing, b. 1957
Board member since 1999

Main duty: Agriculture and forestry entrepreneur
Primary working experience:

Tamcor Ky, Managing Director since 1985
Metenco Ag, project sales 1979-1985

Current positions of trust:

PerlaSoft Oy, Member of the Board
Virtaankosken Voima Oy, Member of the Board
Pienvesivoimayhdistys, Chairman of the Board
Holds 1,571,274 shares, no option rights

Matti Vikkula, M.Sc. (Econ.), b. 1960

Board member since 2009

Vice Chairman since 2009

Main duty: Fenestra Oyj, CEO

Primary working experience:

ResCus Partners Oy, Managing Partner since 2009

Ruukki Group Oyj, CEO 2007-2008

Elisa Oyj, SEVP, Consumer and small enterprise BU 2006—2007
Saunalahti Group Oyj, CEO 2001-2007
PricewaterhouseCoopers, Partner/Strategic change 1998-2001
Mecrastor Oy & Mecrastor Coopers & Lybrand Oy,
Management Consultant 1994-1998

Current positions of trust:

Fenestra Group Oy, Member of the Board

Trainers’ House Oyj, Member of the Board

Kristina Cruises Oy, Chairman of the Board

ITaito Oy, Chairman of the Board

No shareholding in Efore, no option rights

Share ownership October 31, 2009.
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Executive Management Team

Reijo Maihaniemi, M.Sc. (Eng.), b. 1947

President and CEO since 2006

Chairman of Executive Management Team

Key working experience: Before joining Efore worked as Managing Director of Olivetti Finland
(1994-1995) and Fiskars Power Systems (1985-1990), and held managerial positions in
such companies as Tellabs Oy (1997-2005), Teleste Oy (1995-1997) and Nokia
Telecommunications (1973-1985).

Current positions of trust: Member of the Board in several growth companies

Holds 125,000 Efore shares and 220,000 option rights

Panu Kaila, B.Sc (Eng.), b. 1955

Executive Vice President, Operations

Employed by Efore since 2004

Key working experience: Before joining Efore held managerial positions in Elcoteq Networks
Oyj (1999-2002) and Nokia MobilePhones Oy (1985-1999) and worked as Project Manager
at the Helsinki University of Technology (1999).

Holds 84,400 Efore shares and 79,000 option rights

Markku Kukkonen, Tech.Lic., b. 1959

Executive Vice President, Product Development

Employed by Efore since 2006

Key working experience: Before joining Efore held managerial positions in Salcomp Oy's product
development (1999-2006) and in Helvar Oy (1986—1999).

Holds 1,000 Efore shares and 58,000 option rights

Olli Nermes, M.Sc. (Econ.), b. 1956

Executive Vice President, CFO

Employed by Efore since 2007

Key working experience: Before joining Efore worked as Director of Finance and IT at Evox Rifa
Group Oyj (2003-2007), as Vice President (2001-2003) in Intermarketing Oy and as Director
of Finance in Helvar (1997-2001).

Holds 2,000 Efore shares and 35,000 option rights

Ilkka Starck, M.sc. (Eng.), b. 1968

Executive Vice President, Sales and Marketing

Employed by Efore since 2009

Key working experience: Prior to Efore Starck held several executive sales and marketing positions in
the companies such as IBM, Solid Information Technology Oy (2004-2008),

F-Secure Oy (2000-2004) and Ericsson (1995-1999).

Holds 140,000 shares and 30,000 option rights

Share ownership October 31, 2009.
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Annual summary of the releases

This is a summary of the Stock Exchange releases, information
bulletins and press releases issued by Efore in the 2009 fiscal
year. They are available in full at www.efore.com. Some of the
information can be outdated.

October 2009

October 21 Efore Plc’s financial reporting during the fiscal
year 2010

September 2009

September 3 Efore is chosen as Datang Mobile's approved
vendor for powering next generation base stations

August 2009

August 31 Vlad Grigore appointed as Vice President, Chief
Technology Officer (CTO) at Efore Group

August 27 Efore Group Interim Report November 1, 2008—
July 31, 2009 (9 months)

June 2009

June 17 Efore Plc lowers its operating result estimate for the
fiscal year 2009

May 2009

May 28 Efore Group Interim Report November 1, 2008—
April 30, 2009 (6 months)

March 2009

March 27 Statutory joint negotiations in Finland concluded at
Efore

March 3 Efore chosen as ZTE Corporation’s approved vendor

February 2009

February 26 Efore to acquire its own shares

February 26 Efore Group Interim Report November 1, 2008 —
January 31, 2009 (3 months)
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February 13 Amendments of Efore Plc’s articles of association
recorded in the trade register

February 3 Efore initiates statutory joint negotiations in
Finland

January 2009

January 30 Decisions by Efore Plc Annual General Meeting
and the inaugural meeting of the Board of Directors

January 16 Efore Group's annual report and a summary of the
releases 2008 published

January 8 Notice of Efore Plc Annual General Meeting

December 2008

December 18 Notification under chapter 2, section 9 of the
Securities Markets Act. — The holdings of Timo Syrjéld, includ-
ing the companies under his authority, of the share capital
and voting rights in Efore Plc have, due to deal made on
December 17, 2008 decreased below one-tenth (1/10)

December 12 Efore to acquire its own shares

December 12 Efore Group Financial statements November 1,
2007 — October 31, 2008 (12 months)

December 10 Efore opens new-technology R & D unit and
laboratory at Helsinki University of Technology

December 4 Changes in the Executive Management team of
Efore Group — Ilkka Starck, M.Sc (Eng), has been appointed as
Executive Vice President, Sales and Marketing as of January I,
2009

November 2008

November 28 Efore launches new OPUS product family

November 21 Members of the Board’s nomination committee



Efore Group

Website: www.efore.com
E-mail: webmaster@efore fi
firstname.lastname@efore.com

Finland

Headoffice

Efore Plc

P.O. Box 260 (Linnoitustie 4B)
FI-02601 Espoo

Tel. + 358 9 478 466

Fax + 358 9 4784 6500

China

Efore (Suzhou) Electronics Co., Ltd.

Building 21 A&B, No 428 Xinlong Street,

Suzhou Industrial Park
Suzhou, PR. CHINA 215126
Tel. +86 512 6767 1500
Fax +86 512 6283 3080

Sales office

Efore (Suzhou) Electronics Co., Ltd
Room A715

Beijing Agriculture & Science Mansion,
No. 11

Middle of Shuguang Road

Haidian District, Beijing

CHINA 100097

Tel. +86 10 5150 1230

Fax +86 10 5150 1232
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Estonia

Efore AS

Kodara 7
EE-Parnu 80047
Tel. +372 44 76500
Fax +372 44 76599

USA

Efore (USA) Inc.

2300 Valley View Lane, Suite 601
Irving, TX 75061, USA

Tel. +1 972 570 4480

Fax +1 214 764 2380

Sweden

Efore AB

Manskarsvagen 10B
SE-141 75 Kungens Kurva
Tel. +46 768 714 600

Germany, associated company

Power Innovation GmbH
Rehland 2

DE-288 32 Achim

Tel. +49 4202 51170

Fax +49 4202 511 770
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