AS TALLINNA VESI
RESULTS OF OPERATIONS IN 1st QUARTER 2006
Key performance indicators
Amounts in million EUR

Sales
Main operating activities
Other operating activities
Gross profit
Gross profit margin %
Operating profit
Operating profit margin %
Profit before taxes
Profit before taxes margin %
Net profit
ROA %
Debt to total capital employed

3 months
2006
11.2
9.4
1.8
6.1
53.9%
6.7
59.7%
6.1
54.0%
6.1
3.9%
52.4%

3 months
2005
10.0
8.9
1.1
5.9
58.7%
5.8
58.2%
5.0
49.9%
2.7
1.8%
59.9%

Change
12.4%
5.6%
66.6%
3.2%
-8.1%
15.2%
2.6%
21.7%
8.3%
122.3%
111.9%
-12.4%

Gross profit margin – Gross profit / Net sales
Operating profit margin – Operating profit / Net sales
Profit before taxes margin – Profit before taxes / Net sales
ROA – Net profit /Total Assets
Debt to Total capital employed – Total Liabilities / Total capital employed
Sales
In the 1st quarter of 2006 the Company’s total sales increased, year on year, by 12.4% to 11.2 mln
EUR.
Sales from the Company’s main operating activities were 9.4 mln EUR. Sales in the main operating
activity principally comprise of sales of water and treatment of wastewater to domestic and
commercial customers within and outside of the services area, and fees received from the City of
Tallinn for operating and maintaining the stormwater system.
Sales of water and wastewater treatment were 8.8 mln EUR, which is a 9.3% increase compared to
the corresponding period of 2005.
Sales to residential customers increased by 7.5% to 4.7 mln EUR as a result of the tariff increase
from 1 January 2006, offset by a sales over reading estimation that impacted the results in the 1st
quarter of 2005. Sales to commercial customers increased by 11.4% to 4.1 mln EUR, due to the
tariff increase from 1 January 2006, and a 3% increase in the volumes of water supplied and
wastewater treated when compared to the first quarter of 2005. Included within the sales to
commercial customers are volumes of wastewater treatment services provided to the surrounding
municipalities that are situated outside of the services area. In 1st quarter of 2006 these sales gained

outside reached 340,000 m3, an increase of 40% on the corresponding period in 2005, reflecting the
continuing expansion of the Company’s market.
Sales from the operation and maintenance of the stormwater system decreased by 35% to 0.5 mln
EUR. This reduction reflects the terms and conditions of the latest contract agreed between the
Company and the City of Tallinn which secured this revenue stream through to 2015.
Sales revenues from other operating activities (mainly connections and stormwater construction)
increased, year on year, by 66.6% to 1.8 mln EUR resulting from an increase in connections
income from individual connectees and revenues received from the City of Tallinn for stormwater
constructions.
Expenses and profitability
Profits from other operating activities, which include water, sewerage and storm water connection
construction income were 0.16 mln EUR, an 0.04 mln EUR increase from 2005 levels.
The Cost of goods sold for the main operating activity was 3.5 mln EUR in the 1st quarter of 2006,
an increase of 0.36 mln EUR or 11.3% from the equivalent period in 2005. This increase was
largely driven by increased chemical costs and lower cost capitalizations.
The increase in chemical costs was due to increased usage of methanol required to reduce the
concentration of nitrogen discharged into the Baltic Sea. Working in partnership with the Ministry
of Environment the Company is targeting achievement of this key environmental objective by June
2006. To date the Company is confident that the necessary reduction will be achieved, which will
enable a provision of approximately 0.77-0.83 mln EUR to be released in the 2nd half of 2006.
Lower capitalisation of costs in the 1st quarter of 2006 arose as a result of the different profile and
timing of the capital investment programme – in the early part of 2005 significant investments were
made in the development of the new customer management and asset management systems. This
timing difference of cost capitalisations is expected to unwind throughout 2006 as the Company
remains on course to deliver an investment programme of approximately 15.3 mln EUR, an almost
10% increase year on year which will be the highest in the Company’s history.
The Company’s gross profit for the 1st quarter of 2006 was 6.1 mln EUR, which represents an
increase of 0.2 mln EUR, or 3.2%, compared to the gross profit of 5.9 mln EUR for the 1st quarter
of 2005.
Marketing expenses increased by 0.06 mln EUR to 0.17 mln EUR year on year. This increase was
entirely due to additional depreciation charges relating to the implementation of KLIF, the new
customer management system
General administration expenses increased by 0.08 mln EUR from 0.7 mln EUR in the 1st quarter of
2005 up to 0.8 mln EUR in 2006. This was attributable to the increase in salary costs and timing
differences in the recording of administration expenses
Other net income was 1.6 mln EUR in 1st quarter 2006 due to the recognition of profits subsequent
to concluding the sale of excess land in Paljassaare. In the 1st quarter of 2005 the principal
component included in other income was the sale of excess land at Lake Ülemiste.

The Company’s operating profit for the 1st quarter of 2006 was 6.7 mln EUR, an increase of 0.9 mln
EUR, or 15.2%, above the operating profit of 5.8 mln EUR achieved in the 1st quarter of 2005.
Operating profit margin increased from 58.2% up to 59.7% for the relevant periods.
Net Financial expenses were 0.6 mln EUR in 1st quarter of 2006, which is a decrease of 0.2 mln
EUR compared to 1st quarter of 2005. This is due to the restructuring of the loans in November
2005, which lowered the Company’s interest risk margins.
The Company’s profit before taxes for the 1st quarter of 2006 was 6.1 mln EUR, which represents
an increase of 1.1 mln EUR, or 21.7%, compared to the profit before taxes of 5.0 mln EUR for the
1st quarter of 2005.
Balance sheet
The Company’s total assets were 155.4 mln EUR as at 31 March 2006, representing an increase of
7.3 mln EUR compared to 31 March 2005. Current assets increased by 8.6 mln EUR, which was
largely attributable to an increase in cash from operations and release of 5.0 mln EUR debt service
reserve (previously recorded under financial investments).
Tangible, intangible and unfinished assets were 125.4 mln EUR at 31 March 2006, an increase of
3.6 mln EUR of the fixed asset base year-on-year, which once again clearly demonstrates the
Company’s attitude to improving its infrastructure by investing well above levels of depreciation.
Current liabilities decreased by 15.2 mln EUR year-on-year to 6.9 mln EUR due to two main
factors. Firstly, as of 31 March 2005 the company had already declared and paid of a proportion of
dividends, as such dividends due and associated taxes were recorded in current liabilities – worth
7.7 mln EUR. Secondly, as a result of the re-financing that was carried out in November 2005
principal repayments on the long term debt have been deferred until 2008 and therefore are not a
current liability – worth 5.7 mln EUR.
Long-term liabilities stood at 74.5 mln EUR at the end of March 2006, consisting almost entirely of
the outstanding balance of the bank loans.
Cash flow
During the 1st quarter of 2006, the Company generated 5.5 mln EUR of cash flow from operating
activities, an increase of 1.3 mln EUR, or 31.5% compared to corresponding period in 2005. The
key factors affecting the operating cash flow were positive movements in working capital.
Cash flow from investing activities was –0.7 mln EUR, a 1.3 mln EUR worsening of the position
when compared to 1st quarter of 2005. This was largely due to the prepayments for the sale of assets
received in 2005.
Total cash inflow in the 1st quarter of 2006 was 4.8 mln EUR compared to a cash inflow of 3.0 mln
EUR in the 1st quarter of 2005. Cash and cash equivalents stood at 18.0 mln EUR as at 31 March
2006.

Employees
As of 31 March 2006 the Company employed 335 people consisting of 281 people in the
Operations division and 54 people in Commercial and Corporate Services. The number of
employees has decreased by 11 people year-on-year. In late 2005 the Company completed a
company wide review of salaries against those paid in the market. As a result of this review salaries
in certain key positions were increased above current levels of inflation.
Dividends and share performance
Based on the results of the 2005 financial year, the Management Board of AS Tallinna Vesi
proposed a dividend payout of 10.0 mln EUR (net) – 0.5 EUR (net) dividend per share. This is
subject to approval by the Company's Annual General Meeting of the Shareholders, which will be
held in May, 2006.
As of 31 March 2006 AS Tallinna Vesi shareholders, with a holding over 5%, were:
United Utilities (Tallinn) BV
City of Tallinn
Nordea Bank Finland Plc clients account trading
Morgan Stanley + Co International Equity client account

35.3%
34.7%
9.20%
6.04%

At the end of the reporting period, 31 March 2006, the closing price of the AS Tallinna Vesi share
was 220.14 EEK (14.07 EUR), which is a 52.1% premium on the initial public offering settlement
price of 144.73 EEK (9.25 EUR).
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