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Report of the Board of Directors

We have the honour to present to you the report of activities of the company Elmec Sport ABETE
and its subsidiaries for its 23rd fiscal year, which covers the period from January 1 until December
31, 2005.

Our report examines the following topics that are interconnected:

Operating @CHIVITIES .....ccuuuiiiiiiii i s e s s e 9
5 U] 11T L PSPPSR 10
PEISONNEN ...ttt 10
Market conditions during the fiscal year under examination .............eeeeiiriiiiriiminccen e 11
Administrative and financial review of the examined fiscal year.........ccoeeviviiviiiiieniiie e, 11
Proposed distribution Of Profits .......c.ceiiiuiiiiiii 13
RS S g = g T= T T3 g 1= o PP 13
Objectives and Strategies......iiiru i ii e r e e e e e rn e enn 14

Operating activities

The Group consists of five distinct business segments. Each one deals with different products
and/or categories of customers. These segments are the following:

Department stores

The Group operates from April 2005 "Attica, the department store", the biggest department store
in the Greek market that is located at 9 Panepistimiou Street at the centre of Athens and covers
an area of 25.000 m®. In addition, the Group operates since 1999 the discount department store
"Factory Outlet" at 76 Piraeus Street in Neo Faliro.

Moreover, there is a second discount department store "Factory Outlet" at the construction proc-
ess at the commercial park of the International Airport of Athens. In addition, the Group has a
reconstruction program in two groups of buildings. The Group reconstructs a privately-owned
building of 5000 m? at the centre of Bucharest in Romania, as well as the buildings that have ac-
commodated in the past the department store "Minion" at Patision street, at the centre of Athens.

Wholesale of apparel and footwear

This sector deals with the wholesale of apparel and footwear of Nike, Converse, Harley-Davidson,
Gas Jeans, Dockers, Replay, Levi's (child) and other brands that the Group trades exclusively in its
markets.

Retail sales of apparel and footwear

This sector deals with the operation of the retail chain "exclusive sports", which sells exclusively
Nike products and with the operation of mono-brand and multi-brand shops selling casual ap-
parel. In addition this sector deals with the operation of shops selling children's apparel under the
brand name "kidz" and with the operation of shops selling exclusively "Women'Secret" underwear.
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Gym equipment

This sector deals with sale of gym equipment to gyms training centres etc, in Greece and Roma-
nia, with "TechnoGym" machines. The sector also sells exclusively in Greece the “Icon” machines
for home use.

Remaining Sectors

The remaining activities of the Group include a variety of products. These are motorcycles and
relevant accessories, spare parts and apparel of Harley-Davidson and Buell, Polaris all-terrain ve-
hicles, surveillance systems and other products.

Buildings
The main buildings of the Group are:

e The offices of the Administration of the Company at 96 Vouliagmenis Avenue in Glyfada,
where also most of the show rooms is accommodated, which cover a total area 3.255 m?.
The 620 m? are privately owned whereby the rest are leased.

e The central warehouse of the Company at 49 Ifestou Street in Koropi, an area of 12.000
m?, built by the Company in privately owned land and then sold and leased back.

e The privately owned department store Factory Outlet at 76 Piraeus street in N. Faliron,
covering an area of 13.000 m?.

e The department store "Attica”, at 9 Panepistimiou street in Athens, assigned to the Group
at the basis of a contract of services, by the trustee company of the Army Pension Fund.

e The privately-owned buildings of roughly 21.000 m? in the block encompassed by Patision,
Satovriandou, Dorou and Veranzerou streets in the Omonia Square, which used to ac-
commodate the "Minion" department store.

e The privately owned building at the junction of Magheru and Campineanu street in Bucha-
rest, with an area of roughly 5.000 m?, which is being reconstructed to a modern com-
mercial department store, the first in the Romanian market.

e A building of roughly 13 thousand m? in the Commercial Park of International Airport of
Athens, in a land assigned on the basis of a long-term convention with "International Air-
port Athens SA", the construction of which is expected to be completed in 2006, and to
house the second Factory Outlet.

e There are more than 110 retail shops in Greece, Romania and Bulgaria, from which the
privately owned ones are the shops at 54 Ermou street and at 421 Aharnon street in Ath-
ens, at 268 Kifisias Avenue in Psyhikon, as well as three shops in Romania.

Personnel

The personnel of the Group totalled 1.556 employees on 31/12/2005, as opposed to 991 employ-
ees on 31/12/2004. This important increase is mainly due to the commencement of operations of
"Attica, the department store", which occupies 369 employees paid by the Group, but also due to
the expansion of network of shops of retail sales in Greece and Romania.

10
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Market conditions during the fiscal year under examination
Our Group is active today in the following markets:

Department stores

Athletic footwear and apparel
Apparel and footwear of fashion
Gym equipment

Motorcycles

With regard to the sector of Department stores, the European tendency of retail concentration
and the creation of large spaces that provide the consumer with a wide range of products and
services has continued at the examined period. The tendency became obvious in our country dur-
ing 2005 and is proved by the successful results of large shops in various sectors of trade.

An important positive development is the completion of the large transportation projects that
were in progress in Athens during the last five-year period: underground, tram, suburban railway,
modern roads. These projects link the centre of city with the neighbour urban regions and con-
tribute to the reinforcement of markets in the centre against the local ones. Equally important is
the engagement that the state undertook for the further development of modern transportation
means, and particularly the underground network expansion in other regions of Attica.

More generally, in all the markets that the Group is active, with the exception perhaps of Gym
equipment market, the conditions of demand were developed positively. As a result, the turnover
of department stores and shops of athletic products and casual apparel was increased with a
higher growth rate than the GNP’s growth rate. With regard to department stores, this tendency
is expected to continue, since the market continues to present a small degree of concentration in
our country, and there exists a large potential of growth for department stores and multi-store
buildings. With regard to in the wider sector of athletic products and casual apparel products, an
intense growth rate is expected in Romania and Bulgaria, while for Greece there is same evidence
that these markets will be developed roughly with the average rate of increase of the Greek
economy.

On the other hand, the overall Greek economy has slowed down at the examined period in rela-
tion to the years before 2004. The deficit of national budget has increased; the inflation rate rose,
and generally the indices of economy have deteriorated. These facts had a negative impact in the
total demand for goods and services.

With regard to the retail activities of the Company in Greece, the appearance of competitive de-
partment stores that did not exist in the beginning of examined period is also included in the
negative developments.

Finally, with regard to the regulatory framework (labour, market, customs, tax, urban etc.) in
which the Group operates, only a few steps have been taken at the examined period in order to
alleviate the legal and bureaucratic obstacles that the enterprises of our sector face. Undoubtedly,
the extension of the time-schedule of commercial stores was a positive development.

Administrative and financial review of the examined fiscal year

Year 2005 was a year of growth and restructuring for our Group. Sales increased at a rate of
37,3% in relation to 2004 and exceeded 173 million Euros, against 126 million Euros in 2004,
which makes our Group one of the largest and most profitable Greek commercial groups.

11
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During the examined period the Group implemented many essential projects for the reinforce-
ment of its position in its basic markets, i.e. the market of department stores, athletic and casual
apparel & footwear and gym equipment.

At the same time, it strengthened considerably its retail activities, a strategic objective of the
Group since year 2000, but also in view of the interruption of wholesale distribution of products of
Nike in Greece and Cyprus from 1st June of 2006.

Succinctly, in 2005 our Group:

e Reconstructed a space of 25 thousand of square metres, in the premises of the Army Pen-
sion Fund Building in 9 Panepistimiou street in the supermodern department store "Attica,
the department store", the biggest and the most complete department store in the Greek
market, which began operating on April 2005.

e Began the construction of a second discount department store under the name "Factory
Outlet Airport" in the commercial park of Airport "Eleftherios Venizelos". The new depart-
ment store will cover an area of roughly 13 thousand m?.

e Added 32 new points of sale, 19 in Greece, 11 in Romania and 2 in Bulgaria, in its retail
chain.

e Began the production of apparel bearing the brand name of Converse and the exclusive
distribution of Converse athletic apparel and footwear in Romania and Bulgaria.

e Undertook the exclusive distribution in the Greek market of the collections of underwear of
the Spanish brand “Women'Secret” and began the creation of a network of shops selling
exclusively these products.

e Acquired the right of exclusive distribution in Romania of the Replay Jeans collections of
men and women’s casual apparel.

e Created the bigger and most modern gym in Bucharest, which is equipped with the lead-
ing machines of gymnastics of TechnoGym, which the Group represents exclusively in
Greece and Romania.

The consolidated financial statements of Elmec Sport for the fiscal year 2005 were drawn-up for
the first time according to the International Financial Reporting Standards (IFRS) adopted by the
European Union.

The consolidated sales amounted to 2005 in 173,6 million Euros, exhibiting a 37,3% increase ver-
sus 2004. The gross profit margin dropped from 52,5% to 45%, mainly as a result of "attica’s"
operation, which produces a gross profit of roughly 32%, which is considerably lower than the
average gross profit of the Group.

The operating expenses (excluding depreciation) for 2005 amounted to 33,9% of the sales
against 29,9% in 2004. This rise is attributed to the increased expenses, mainly payroll expenses,
to support the Group’s new operations, and particularly the 32 new shops, as well as "attica" and
the three department stores under construction. More generally, the important increase of the
expenses of the Group as a percentage of sales is the result of the restructuring of activities the
Group is carrying out and the emphasis given to the growth of retail activities.

The earnings before taxes and minority interest, dropped to 18,5 million Euros, compared to 25,2
million Euros in 2004, mainly because of the aforementioned increase in the expenses.

The income tax payable for the total of companies of the Group for the fiscal year under examina-
tion amounts to 5,7 million Euros, which is 30,8% over the earnings before taxes against 8,8 mil-
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lion Euros in 2004, or 34,9% over the earnings before taxes. The total tax, that is the sum of tax
payable, deferred tax and additional taxes imposed by tax authorities, amounted to 7 million Eu-
ros, against 9,8 million Euros in 2004. Thus, effective tax rate for the examined fiscal year was
37,8% against 38,9% in 2004.

As part of its development program, the Group invested 21,9 million Euros in fixed equipment and
software, as opposed to 19,8 million Euros in 2004.

Proposed distribution of profits

The net profit after taxes of the parent Company was 10,8 million Euros in 2005, as opposed to
13,4 million Euros in 2004.

On the basis of commercial legislation, 5% of profits after taxes form a "Regular Reserve", while
the remaining profit was credited in the account of retained earnings.

The Board of Directors proposes to the Annual General Meeting of the Shareholders the distribu-
tion of a total dividend of 3.601.000 €, that is 0,065 € per share from the profits of the fiscal year
under examination.

The proposed dividend implies a payout ratio of 35% of profits (after taxes and mandatory re-
serves), as opposed to a payout ratio of 32,3% implied by the dividend of 2004.

Risk management
Credit Risk exposure

The credit risk is limited because of the high dispersion of the accounts receivable.

Credit risk management is run by the Credit Department of the Group and includes a detailed
control of the financial data of each customer before the credit limit of the customer is estab-
lished. The credit policy of all the companies of the Group is decided by the Board of Directors of
the parent company.

Moreover, the parent company has entered into credit insurance contracts with Euler Hermes and
Atradius, which cover part of the credit risk of the major part of customers in Greece and abroad
respectively.

Fair value

The amounts presented in the balance sheets of the Group and the parent Company for cash at
the banks and at hand, the accounts receivable and the short-term liabilities, approach their rele-
vant fair values because of their short-term expiry.

The fair values of the securities that are publicly traded in the Stock Exchange markets are based
on their Stock Exchange prices at the balance sheet date.

The fair values of derivatives are based on market valuation. For all the derivatives, the fair val-
ues are confirmed by the financial institutions with which the Group has contracted the relative
conventions.

Exchange risk

This risk arises from the fact that the Group purchases a significant part of its merchandise in
prices that are expressed in US dollars and sells this merchandise in Greece, Romania and Bul-
garia in prices expressed in local currency, and in particular from the fact that these prices are
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determined roughly 9 months before the Group imports, settles and sells the merchandise in
question.

This risk management is run by the Treasury Department of the Group in collaboration with the
responsible Commercial Directors. The decision whether and to which degree the Group will cover
the exchange risk is taken by the Board of Directors of the parent Company. The commercial Di-
rectors take into consideration the foreign exchange risk in determining the prices of the mer-
chandise.

Liguidity Risk
Liquidity risk refers to the probability of the Group failing to meet its current obligations.

A great part of the activities of the Group, and especially those that are related with retail sales,
have high positive cash flows, ensuring in this way a satisfactory liquidity for the Group. The ac-
tivities, however, related with wholesale sales, whose greatest part runs on credit, require the ex-
istence of working capital.

The Treasury Department is the one dealing with this risk and generally with ensuring liquidity to
the companies of the Group. The management of the Company evaluates the liquidity risk as be-
ing low, since: (a) the Group has high positive cash flows from its operating activities, as this is
exhibited in the consolidated statement of cash flows, (b) the liquidity ratios are relatively high,
(c) the Group uses only a portion of the credit lines provided from the banks, (d) the Group has a
relatively low Debt over Equity ratio and generally has a strong finance position and high financial
reliability and (e) the continuous increase of the retail sales portion of total consolidated sales
strengthens the liquidity of the Group.

Objectives and strategies

The objective of our group is to be at the top of all the sectors in which it develops its activities
and to produce satisfactory profits and investment returns for its shareholders.

In particular, the strategic objectives per sector of activity that our Group will aim at in the follow-
ing years are the following:

Department stores

The first objective of our Group is to support, reinforce and promote "Attica, the department
store", the bigger and most complete department store that has ever existed in Greece, with a
total surface of 25 thousand square metres, that started its operations in April 2005 and has all
the pledges in order to become not only the first store of this type in both sales and profitability,
but also a reference point for the department stores in South-eastern Europe and not only.

Second, the introduction of the new discount department store Factory Outlet, which is already in
construction process at the commercial park of Athens Airport and covers an area of 13 thousand
square metres. Having as basic advantages the easy access, the impressive internal and external
architecture, and certainly the variety of branded apparel and footwear, and the low prices, but
also all the remaining elements that made the Factory Outlet of Piraeus street so successful, the
new Factory Outlet will be loved by all the residents of Attica and not only.

Third, we have the completion of the department store that our group constructs in a privately-
owned exceptionally beautiful building, covering a 5.000 m?in the most central commercial street
of Bucharest, as well as the exploitation of the buildings that accommodated in the past the "Min-
ion” department store at Patision street, which cover a total surface of roughly 21 thousand
square metres.

14
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Retail sales network

Our group possesses one of the biggest networks of retail stores in South-eastern Europe with
116 points of sale at the end of 2005.

Our Group intends to increase the stores of the “exclusive sports” chain, which bear the labels of
Nike and are spread over Greece, Romania and Bulgaria, from 58 at the end of 2005 to roughly
70 until 2008.

At the same time, it intends to extend the chain of stores that sell branded casual apparel and to
create a new chain, of at least 10 points of sale, for the underwear of the brand Women'Secret,
of which our Group recently undertook the exclusive distribution of products in Greece.

Commercial portfolio

Up to now the contracted agreements with foreign brands, have already set up a portfolio of col-
laborations that is developed in six main directions:

athletic apparel and footwear
casual apparel and footwear
children apparel
“super-trendy” ladies wear
gym equipment

surveillance systems

With its 25-year experience, its reliable network of customers, its powerful capital structure, its
commercial and financing reliability, and its network of 110 points of retail sales and a total area
of retail sale (in operation or under construction) that exceeds 90 thousand m?, the Group negoti-
ates to undertake the representation and distribution of other brands in the countries that it oper-
ates.

The Management of the Group will emphasize and pursue the authorisation of production of
branded collections of apparel, as recently the Converse, since these agreements ensure to the
Group high gross margins and operating profits.

The Group creates and will continue to create exclusive corners inside the department stores for
the promotion of its apparel collections. Moreover, it creates modern show rooms where the cus-
tomers may experience all the collections of the Group in a single visit.
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Conclusion

As it was announced last year, the Group began applying at the examined fiscal year an inte-
grated restructuring schedule, which includes, among others, new activities, mostly in the retail
sector, upgrade of computer systems and personnel transfers.

The completion of this program will ensure long-term growth and profitability for the Group.

Athens, March 20, 2006

President of the Board of Directors Managing Director
Lucy Fais Sam Fais
Identification Number Identification Number
X 091336 X 091240
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Statutory Auditors' Report
To the Shareholders of «ELMEC SPORT S.A.»

We have audited the accompanying financial statements as well as the consolidated financial
statements of «ELMEC SPORT S.A.» as of and for the year ended 31 December 2005. These fi-
nancial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Greek Auditing Standards, which are based on the
International Standards on Auditing. Those Standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, evaluating the overall financial statement
presentation as well as assessing the consistency of the Board of Directors' report with the
aforementioned financial statements. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the aforementioned financial statements give a true and fair view of the financial
position of the Company and that of the Group (of which this Company is the holding company),
as of 31 December 2005, and of the results of its operations and those of the Group and their
cash flows and changes in shareholders' equity of the Company and the Group for the year then
ended in accordance with the International Financial Reporting Standards that have been adopted
by the European Union and the Board of Directors' Report is consistent with the aforementioned
financial statements.

Athens, 30 March 2006
The Certified Auditor Accountant

Gregory El. Koutras
S.0.E.L. Registration Number 13601
BKR PROTYPOS ELEGKTIKI S.A.
Certified Auditors — Accountants — Business Consultants
Independent Member of BKR International
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Consolidated Income Statement

Revenues

Cost of sales 5
Gross Profit

Other operating Income 7
Administrative Expenses 6,36
Distribution Expenses 6,36

Other Operating Expenses 8
EBITDA

Depreciation 6
EBIT

Financial Income 9
Financial Expenses 9
EBT

Income Tax Expense 11

Net Earnings

Equity holders interest
Minority interest 32

1/1- 1/1 -
Note 31/12/2005 31/12/2004
173.564.644  126.380.219
(95.460.027)  (59.938.585)
78.104.617  66.441.634
6.056.385 967.436
(8.800.173)  (6.502.846)
(49.969.390)  (31.229.707)
(1.645.766) (825.765)
23.745.673  28.850.752
(3.337.330)  (2.249.954)
20.408.343  26.600.798
2.321.959 3.806.300
(4.228.796)  (5.226.424)
18.501.506  25.180.674
(6.966.951)  (9.750.247)
11.534.555  15.430.427
10.125.883 14.893.271
1.408.672 537.156
11.534.555  15.430.427
0,18 0,27

Basic Earnings Per Share 12

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Income Statement of the Company

Revenues

Cost of sales

Gross Profit

Other Operating Income
Administrative Expenses
Distribution Expenses
Other Operating Expenses
EBITDA

Depreciation

EBIT

Financial Income
Financial Expenses

EBT

Income Tax Expense
Net Earnings

Basic Earnings Per Share

6,36
6,36

(o)

11

12

1/1 - 1/1 -
Note 31/12/2005 31/12/2004
114.659.536 111.592.381
(61.913.960)  (55.992.332)
52.745.576  55.600.049
982.834 763.235
(4.593.103) (4.476.871)
(29.874.355)  (27.401.075)
(248.361) (409.442)
19.012.591  24.075.896
(2.096.804) (1.656.675)
16.915.787  22.419.221
2.102.432 3.412.017
(2.723.448) (4.322.121)
16.294.771  21.509.117
(5.466.086) (8.078.987)
10.828.685  13.430.130
0,20 0,24

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Consolidated Balance Sheet

ASSETS

Fixed assets
Tangible assets
Intangible assets
Goodwiill
Investments available for sale
Deferred tax assets
Other long-term receivables

Current assets
Inventories
Trade and other receivables
Investments at fair value
through profit & loss
Derivatives
Cash & cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity
Issued capital
Share premium (Capital issued above par)
Reserves
Foreign exchange translation differences
Retained earnings
Proposed dividend

Minority interests

Non-current liabilities
Loans and financial leases
Employee defined benefit plans
Deferred taxes
Provisions for additional taxes

Current liabilities
Trade and other payables
Current tax liabilities
Loans and financial leases
Provisions for extraordinary expenses and risks

TOTAL EQUITY AND LIABILITIES

Note

13
15
14
26
11
16

17
18

27

28
19

29

30
31

33

32

20
36,23
11
11

21
11
20
22

31/12/2005  31/12/2004
88.165.452 72.268.177
2.393.026 1.593.309
10.502.554 10.502.554
570.537 515.704
631.461 496.707
762.728 579.329
103.025.758 85.955.780
52.300.417 29.665.795
75.068.217 57.097.058
3.158.966 3.157.999
75.003
20.149.364 22.318.597
150.751.967 112.239.449
253.777.725 _ 198.195.229
31/12/2005  31/12/2004
33.240.000 33.240.000
11.730 11.730
17.537.387 16.191.052
(497.239) (677.446)
43.886.264 39.033.822
3.601.000 4.155.000
97.779.142 91.954.158
15.015.862 12.775.646
112.795.004 104.729.804
24.351.727 13.148.323
722.602 508.425
997.828 299.418
441.800
26.513.957 13.956.166
59.715.136 24.627.936
5.611.652 11.375.821
46.096.876 40.974.777
3.045.100 2.530.725
114.468.764 79.509.259
253.777.725 _ 198.195.229

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Balance Sheet of the Company

ASSETS

Fixed assets
Tangible assets
Intangible assets
Investments in associates
Investments available for sale
Other long-term receivables

Current assets
Inventories
Trade and other receivables
Investments at fair value
through profit & loss
Derivatives
Cash & cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity
Issued capital
Share premium (Capital issued above par)
Reserves
Retained earnings
Proposed dividend

Non-current liabilities
Loans and financial leases
Employee defined benefit plans
Deferred taxes
Provisions for additional taxes

Current liabilities
Trade and other payables
Current tax liabilities
Loans and financial leases
Provisions for extraordinary expenses and risks

TOTAL EQUITY AND LIABILITIES

The Notes in Pages 28 to 86 form an integral part of these financial statements

13
15
24,25
26
16

17
18

27

28
19

29
30

33

20
36,23
11
11

21
11
20
22

Note 31/12/2005  31/12/2004
27.614.209 23.221.134
2.043.372 1.278.513
44.488.432 36.806.011
486.795 486.795
517.601 445.158
75.150.409 62.237.611
24.236.922 23.515.014
64.913.332 57.100.417
3.158.966 3.157.999
75.003
6.536.023 11.690.156
98.920.246 95.463.586
174.070.655 _ 157.701.197
31/12/2005  31/12/2004
33.240.000 33.240.000
11.730 11.730
15.764.204 15.463.556
44.366.991 37.734.619
3.601.000 4.155.000
96.983.925 90.604.905
11.817.330 551.343
565.719 449.215
641.113 177.721
400.000
13.424.162 1.178.279
17.159.499 18.378.463
3.965.809 9.072.076
40.006.535 35.936.749
2.530.725 2.530.725
63.662.568 65.918.013
174.070.655 _ 157.701.197
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Equity on 31/12/2003

IFRS Adjustments
Equityon 1/1/2004

Deferred taxes recognised in equity
Capital issue expenses

Foreign exchange translation differences
Other Income/(Expenses) recognised in equity
Total Profits/(Losses) recognised in equity
Net earnings

Total Profits/(Loss) of fiscal year
Capital issue

Reserves

Dividend payment

Equity on 31/12/2004

Adoption of IAS 32 and IAS 39
Equity on 1/1/2005

Deferred taxes recognised in equity

Capital issue expenses

Foreign exchange translation differences
Other Income/(Expenses) recognised in equity
Total Profits/(Losses) recognised in equity

Net earnings

Total Profits/(Loss) of fiscal year

Capital issue

Reserves

Consolidated Statement of Changes in Equity

Note

34

11
24

24
30

28

11
24

24
30

Reserves dissolution & transfer to retained earnings 30

Dividend payment
Equity on 31/12/2005

The Notes in Pages 28 to 86 form an integral part of these financial statements

33

Share Share FX Dif- Retained Minority
Capital Premium Reserves ferences Earnings Interest Total
33.240.000 11.730 6.976.498 (758.471)  25.574.331  3.997.029 69.041.117
7.256.530 8.245.362  2.860.184 18.362.076
33.240.000 11.730 14.233.028 (758.471)  33.819.693  6.857.213 87.403.193
401.293 132.423 533.716
(99.436) (93.586) (193.022)
81.025 27.808 108.833
(17.783) (17.783)
81.025 311.882 38.837 431.744
1.819.717 13.073.554 537.156 15.430.427
1.819.717 81.025 13.385.436 575.993 15.862.171
5.392.750 5.392.750
138.307 (138.307)
(3.878.000) (50.310) (3.928.310)
33.240.000 11.730 16.191.052 (677.446)  43.188.822 12.775.646 104.729.804
(392.892) (392.892)
33.240.000 11.730 16.191.052 (677.446)  42.795.930 12.775.646 104.336.912
99.596 (8.171) 91.425
(85.664) (9.862) (95.526)
4.120 180.207 49.163 233.490
(429) (429)
4,120 180.207 62.666 (18.033) 228.960
623.630 9.502.253 1.408.672 11.534.555
627.750  180.207 9.564.919 1.390.639 11.763.515
884.350 884.350
959.372 (959.372)
(240.787) 240.787
(4.155.000) (34.773) (4.189.773)
33.240.000 11.730 17.537.387 (497.239) 47.487.264 15.015.862 112.795.004
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Statement of Changes in Equity of the Company

Equity on 31/12/2003

IFRS Adjustments
Equityon 1/1/2004

Deferred taxes recognised in equity
Total Profits/(loss) recognised in
equity

Net earnings

Total Profits

Dividend payment

Equity 31/12/2004

Adoption of IAS 32 and IAS 39
Equity 1/1/2005

Deferred taxes recognised in equity
Total Profits/(loss) recognised in
equity

Net earnings

Total Profits

Reserves dissolution and transfer to
retained earnings

Dividend payment

Equity 31/12/2005

Note

34

11

28

11

30
33

Share Paid-in Retained
Capital Capital Reserves Earnings Total

33.240.000 11.730 13.818.522 24.004.761 71.075.013
9.778.255 9.778.255
33.240.000 11.730 13.818.522 33.783.016 80.853.268
199.507 199.507
199.507 199.507
1.645.034 11.785.096 13.430.130
1.645.034 11.984.603 13.629.637
(3.878.000) (3.878.000)
33.240.000 11.730 15.463.556 41.889.619 90.604.905
(392.892) (392.892)
33.240.000 11.730 15.463.556 41.496.727 90.212.013
98.227 98.227
98.227 98.227
541.435 10.287.250 10.828.685
541.435 10.385.477 10.926.912

(240.787) 240.787
(4.155.000) (4.155.000)
33.240.000 11.730 15.764.204 47.967.991 96.983.925

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Consolidated Cash Flow Statement

Operating Activities
Earnings Before Taxes
Plus Adjustments for:
Depreciation and Amortization:
Provisions for extraordinary Expenses and Risks
Asset Impairment Loss
Financial Expenses
Loss on Sale of fixed Assets
Divestitures Loss
Foreign Exchange Differences
Less Adjustments for:
Assets Impairments
Financial Income
Gain on Sale of fixed Assets
Divestitures Gain
Plus changes in Working Capital:
Decrease (Increase) in Inventories
Decrease (Increase) in Receivables
Increase (Decrease) in liabilities (Except Loans-Debt)
Less:
Interest and other bank expenses paid
Taxes Paid

Net cash provided by operating activities

1/1 - 1/1 -
31/12/2005 31/12/2004

18.501.506 25.180.674
3.337.330 2.249.954
1.835.799 741.006
31.415 302.749
3.096.879 2.455.396
95.135 70.357
600 60.621
233.487 108.833
(789.801) (17.782)
(446.696) (974.478)
(63.708) (148.427)
(57.064) (1.345.368)
(22.634.622) (4.290.390)
(19.440.598) (613.642)
35.419.168 582.878
(3.094.812) (2.372.370)
(11.650.450) (7.463.833)
4.373.568 14.526.178

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Investing Activities
Proceeds from Sale of Investments
Proceeds from Sale of plant assets
Interest Received
Dividends Received
Other investment inflows (Net)
Less:
Acquisition of Subsidiaries
Purchases of plant assets
Purchases of intangible assets

Net cash used in investing activities

Financing Activities

Plus or Less:
Increase (Decrease) in borrowings
Increase (Decrease) in minority interest
Costs for new share issues
Increase/(Decrease) in financial leases
Dividends Paid

Net cash provided by financing activities

Cash and cash equivalents at beginning of fiscal year
Plus: Net Increase (Decrease) of cash and equivalents
Cash and Cash Equivalents at end of fiscal year

1/1 - 1/1 -
31/12/2005 31/12/2004
350.604 12.802.328
1.666.257 2.316.489
299.039 690.205
147.657 284.273
(2.067) (83.026)

(81.248)

(20.836.982)  (19.375.186)
(1.060.720) (409.371)
(19.517.460) (3.774.288)
4.476.535 (3.021.255)
926.362 5.392.750
(95.526) (193.022)
11.848.968 (734.054)
(4.181.680) (3.808.837)
12.974.659 (2.364.418)
22.318.597 13.931.125
(2.169.233) 8.387.472
20.149.364 22.318.597

The Notes in Pages 28 to 86 form an integral part of these financial statements
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Cash Flow Statement of the Company

Operating Activities

Earning before Taxes

Plus Adjustments for:
Depreciation and Amortization
Provisions for extraordinary Expenses and Risks
Asset Impairment Loss
Financial Expenses
Loss on Sale of fixed Assets
Divestitures Loss

Less Adjustments for:
Assets Impairments
Financial Income
Gain on Sale of fixed Assets
Divestitures Gain

Plus changes in Working Capital:
Decrease (Increase) Inventories
Decrease (Increase) Receivables
Increase (Decrease) liabilities (Except Loans-Debt)

Less:
Interest and other bank expenses paid
Tax Paid

Net cash provided by operating activities

The Notes in Pages 28 to 86 form an integral part of these financial statements

1/1 - 1/1 -
31/12/2005 31/12/2004
16.294.771 21.509.117
2.096.804 1.656.675
1.223.751 643.899
5.000 302.749
1.745.369 1.561.369
47.034 57.126
600 57.116

(789.459)

(341.094) (801.106)
(63.559) (147.471)
(1.344.756)
(721.908) (1.652.099)
(9.067.604) 353.159
(1.232.485) (2.888.564)
(1.743.302) (1.478.543)
(9.610.738) (6.327.603)
(2.156.820) 11.501.068
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Investing Activities
Proceeds from Sales of Investments
Proceeds from Sale of plant assets
Interest Received
Dividends Received
Other investment inflows (Net)
Less:
Acquisition of Subsidiaries
Purchases of plant assets
Purchases of Intangible assets
Net cash used in investing activities

Financing Activities

Plus or Less:
Increase (Decrease) long-term
borrowings (Not overdrafts)
Increase/(Decrease) financial leases
Dividends paid

Net cash provided by financing activities

Cash and cash equivalents at beginning of fiscal year
Plus: Net Increase (Decrease) of cash and equivalents
Cash and Cash Equivalents at end of fiscal year

The Notes in Pages 28 to 86 form an integral part of these financial statements

1/1 - 1/1 -
31/12/2005 31/12/2004
481.800 12.783.833
655.789 522.401
192.414 513.472
148.680 287.634
(2.067) (82.826)
(7.774.221) (4.607.252)
(6.900.533) (6.908.565)
(993.469) (121.211)
(14.191.607) 2.387.486
3.460.311 (5.543.832)
11.875.462 (36.147)
(4.141.479) (3.808.837)
11.194.294 (9.388.816)
11.690.156 7.190.418
(5.154.133) 4.499.738
6.536.023 11.690.156
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1. Description of the company

Elmec Sport S.A (from now on the "Company") was founded in 1981 (Official Journal Of The
Hellenic Republic 3801/19-10-1981) and her duration was set to 100 years. It is a Societe
Anonyme that operates under the Greek legislation. Its full name is "EImec Sport S.A Indus-
trial Commercial and Technical ". It is registered with Ministry of Commerce under the num-
ber 6357/06/B/86/59. Its Headquarters are located in the Municipality of Glyfada Attica, in
96 Vouliagmenis Avenue.

Elmec Sport S.A is the parent company of a group of enterprises active in the countries of
South-eastern Europe, and more specifically in Greece, Cyprus, Romania and Bulgaria.

The Company is listed in the Athens Stock Exchange since 1991 and its stock included in the
EPSI -50 Index.

The attached financial statements include the corporate ("plain") financial statements of the
Company and the consolidated financial statements of the Company and its subsidiaries
(henceforth the "Group").

1.1. Activities

The Group is separated in five big sectors of activities (segments), each one of which deals
with different products and/or categories of customers. These sectors are the following:

1.1.1. Department Stores

The Group operates from April 2005 on "Attica, the department store", the largest depart-
ment store in the Greek market, which covers 25.000 square metres at 9 Panepistimiou
Street, in the centre of Athens. In addition, the Group operates the discount department
store "Factory Outlet" at 76 Piraeus Street in Neo Faliron, since 1999.

Moreover, there is a second discount department store "Factory Outlet" at the construction
process at the commercial park of International Airport of Athens, but also the Group has a
reconstruction program in two groups of buildings, a privately-owned building of 5 thousands
of m? at the centre of Bucharest in Romania, and finally the buildings that have accommo-
dated in the past the department stores "Minion" at Patision street, at the centre of Athens.

1.1.2. Wholesale of apparel and footwear

This sector deals with the wholesale of apparel and footwear Nike, Converse, Harley-
Davidson, Gas Jeans, Dockers, Replay, Levi's (child) and other brands that the Group trades
at exclusivity in the markets of its activation.

1.1.3 Retail sales of apparel and footwear

This sector deals with the operation of the retail chain "exclusive sports", which sells exclu-
sively Nike products and with the operation of mono-brand and multi-brand shops of casual
apparel. In addition this sector deals with the operation of shops of children's apparel with
the brand name "kidz" and with the operation of shops of exclusive sale of underwear
"Women'Secret".
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1.1.4. Gym equipment

This sector supplies gyms, training centres etc, in Greece and Romania, with the Gym
equipment "TechnoGym". The sector also distributes exclusively in Greece the Gym equip-
ment “Icon” for home use.

1.1.5, Remaining sectors

The remaining activities of the Group include a variety of products. These are the sales of
motorcycles and relevant accessories, spare parts and apparel of Harley-Davidson and Buell,
the sales of Polaris all-terrain vehicle, the sales of area-surveillance systems and other activi-
ties.

1.2. Publicity

The web page of the Company is to be found at the address www.elmec.gr. The financial
statements of the Company are published in the above-mentioned web page and are avail-
able for at least two years after their publication. A short summary of the financial state-
ments is published in the daily press, according to the current legislation.

1.3. Approval of financial statements

The Board of Directors of the Company approved the attached financial statements at its
meeting on Monday of March 20, 2006.

2. Basis of preparation

The attached financial statements of the Group and of the Parent Company (from now on
referred as “financial statements") are reported for the 23rd fiscal year, which covers the pe-
riod from 1% of January 2005 until 31** of December 2005.

The financial statements have been prepared in accordance with the International Account-
ing Standards (from now on referred as "IAS") and the International Financial Reporting
Standards (from now on referred as "IFRS") that have been approved by the European Un-
ion. The first are based on the principal of historical cost, with the exception of the available
for sale financial assets that are valued at market value, the investments that are valued at
fair value through income statements and the derivatives financial instruments.

As it is further described in the next section, the attached financial statements are the first to
be prepared according to the IFRS and IFRS 1 has been applied "First Application of Interna-
tional Financial Reporting Standards" with date of transition the 1% of January 2004.

A summary table with the changes applied in the equity at January 1, 2004 and December
31, 2004, as well as in the results of the fiscal year 1/1 - 31/12/2004, resulting from the ap-
plication of IFRS, is mentioned in note 34.

2.1. First Application of the IFRS

On the basis of the European Legislation 1606/2002 and based on the Law 3229/04 (as it
was modified by the Law 3301/04) the Greek companies that have been publicly traded in
any Exchange market (local or foreign) are obliged to prepare their institutional financial
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statements, for the fiscal years that begin from 1% January 2005 and onwards, according to
the IFRS. According to IFRS 1 and the aforementioned Greek legislation, the companies
mentioned above are obliged to present comparative financial statements according to the
IFRS, for at least one fiscal year.

Consequently, the date of transition of the Company in the IFRS is January 1, 2004. The
first complete financial statements of the Company based on the IFRS are attached and re-
late to the fiscal year from January 1 until December 31, 2005. The comparative elements in
the attached financial statements relate to the fiscal year from January 1 until December 31,
2004.

The Company applied IFRS 1 " First-time Adoption of International Financial Reporting Stan-
dards" in the preparation of attached financial statements. Based on the corresponding pro-
visions of IFRS 1, the following exceptions were adopted:

e The Company decided not to apply retroactively IFRS 3 " Business Combinations" for
the mergers of companies that were made prior to the date of transition in the IFRS
(January 1, 2004).

e The Company restated its previous consolidated financial statements to include the
subsidiary company "Ipirotiki S.A", which had not been included previously because it
had not commenced activities.

Accordingly, and based on IFRS 1 in regard to the previous mergers of companies the Com-
pany:

i. Maintained the same classification as in the previous financial statements based on
Greek Accounting Standards,

ii. Recognized all the receivables and the obligations at the date of transition to the
IFRS, that were acquired or incorporated in the merger of companies except for:

e Specific financial assets and financing liabilities that had not been recognized accord-
ing to Greek Accounting Standards, and

e Elements of assets, including the goodwill, and liabilities that had not been recog-
nized in the consolidated balance-sheet of the Company based on Greek Accounting
Standards and that also do not fulfil the criteria of recognition according to the IFRS
in the standalone balance-sheet of the target company.

iii. It excluded from the first consolidated balance-sheet based on the IFRS, each ele-
ment that was recognized according to Greek Accounting Standards and which did
not fulfil the criteria of recognition as element of asset or Equity/ liability based on
the IFRS.

At the date of transition to the IFRS, the Company realized impairment audits, according to
the provisions of IAS 36 "Impairment of Assets", to the premium that is represented in the
financial statements of December 31, 2003 that had been set up based on the Greek Ac-
counting Standards. There were no impairment losses. However, an additional affiliated
company was incorporated in the consolidated financial statements altering the total sum of
premium already reported. The above impairment audit was based on the conditions that
existed at the date of transitions to the IFRS.

e With regard to the provision of Employee Benefits at retirement (Pension Benefits),
the total of accumulated actuarial losses and profits were recognized at the date of
transition in the IFRS, while for the proportional losses and profits that resulted in
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2004, the method of margin ("corridor approach™) was used. This exception was used
for all the relative programs that existed at the date of transition.

The estimates of the Company based on the IFRS at the date of transition to the

IFRS were in accordance with the estimates that were based on the Greek Account-
ing Standards (after any adjustments for the presentation of differences in the ac-
countant principles), unless there existed explicit evidence that these estimates were

wrong.

Effect of newly-issued accounting standards and interpretations (SIC)

The Company, according to IAS 39 requirements, applied IAS 32 "Financial Instruments: Dis-
closure and Presentation” (revised in 2003) and IAS 39 "Financial Instruments: Recognition
and Measurement" (revised in 2003) by January 1, 2005.

On December 18, 2003 some revisions were published that concerned the following:

T

IAS 1

IAS 2

IAS 8

IAS 10
IAS 16
IAS 17
IAS 21
IAS 24
IAS 27
IAS 28
IAS 31
IAS 33
IAS 40

"Presentation of Financial Statements",
"Inventories”,

"Accounting Policies, Changes in Accounting Estimates, and Errors ",
"Events After the Balance Sheet Date",

"Property Plant and Equipment",

"Leases",

"The effects of changes in Foreign Exchange Rates",
"Related Party Disclosures",

"Consolidated and Separate Financial Statements”,
"Investments in Associates",

"Interests In Joint Ventures",

"Earnings Per Share",

"Investment Property".

he date of application of all the revised standards is the January 1, 2005. The revised stan-

dards also replace the following interpretations that are withdrawn:

SIC1
SIC 2
SIC 3
SIC5
SIC6
SIC 11

"Consistency — Different Cost Formulas for Inventories ",

"Consistency — Capitalization of Borrowing Costs",

"Elimination of Unrealized Profits and Losses on Transactions with Associates”,
"Classification of Financial Instruments - Contingent Settlement Provisions",
"Costs of Modifying Existing Software",

"Foreign Exchange — Capitalization of Losses Resulting from Severe Currency

Devaluations"

SIC 14
Items"
SIC 16
SIC 17
SIC 18
SIC 19

"Property, Plant and Equipment — Compensation for the Impairment or Loss of

"Share Capital — Reacquired Own Equity Instruments (Treasury Shares)",
"Equity — Costs of an Equity Transaction",

"Consistency — Alternative Methods",

"Reporting Currency — Measurement and Presentation of Financial Statements

under IAS 21 and IAS 29",

SIC 20
SIC 23
SIC 24
SIC 30

"Equity Accounting Method — Recognition of Losses",

"Property, Plant and Equipment — Major Inspection or Overhaul Costs",
"Earnings Per Share — Financial Instruments that May Be Settled in Shares",
"Reporting Currency — Translation from Measurement Currency to Presenta-

tion Currency" and
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= SIC33  "Consolidation and Equity Method — Potential Voting Rights and Allocation of
Ownership Interests".

IFRS 2 " Share-based Payment" (that also replaced specific requirements of notifications of

IAS 19 " Employee Benefits") was published on the 19" of February 2004. IFRS 2 is in effect

for Annual Reports that begin from 1% of January 2005.

On March 31, 2004 IFRS 3 " Business Combinations" was published (that replaced IAS 22 "
Business Combinations"), IFRS 4 "Insurance Contracts" and IFRS 5 " Non-current Assets
Held for Sale and Discontinued Operations" (that replaced IAS 35 " Discontinuing Opera-
tions"). On March 31, 2004 revisions of IAS 36 "Impairment of Asset" and IAS 38 "Intangible
Assets" were also published and in both cases related with IFRS 3. IFRS 3 was applied in all
the mergers of companies that were held by March 31, 2004 and later. Special transitory
provisions have application in the previously recognized Goodwill, in the negative Goodwill, in
the intangible assets and investments that are estimated with the method of net Financial
Position. IFRS 5 should be applied in annual financial statements that cover periods that be-
gin from January 1, 2005 and later. Previous application is allowed, provided that the essen-
tial information on the application of the standard was received the moment where the rela-
tive mergers of companies initially were estimated. Revised IAS 36 and IAS 38 should be ap-
plied for annual periods that begin at or after March 31, 2004 (or the date of adoption of
IFRS 3 for the Goodwill and the intangible assets that were acquired in a merger of compa-
nies).

According to IFRS 1, all the revised or newly issued standards that were mentioned above
were used for the preparation of the attached financial statements, for both the accounts of
fiscal year 2005, and the accounts of the fiscal year 2004 and transition balance-sheet (1% of
January 2004).

2.3. Use of estimates

The preparation of the financial statements according to the IFRS requires that the man-
agement makes estimates and assumptions that influence the level of assets, equity and li-
abilities, the level of potential receivables and liabilities at the date of financial statements, as
well as the amount of income and expenses during the fiscal year. The actual results could
probably differ from these estimates.

3. Significant accounting policies

The main accounting policies that were adopted at the preparation of the attached financial
statements are the following:

3.1. Basis of consolidation

The attached consolidated financial statements include the financial statements of the Com-
pany as well as all of its controlling subsidiaries. The control exists when the Company
through direct or indirect possession maintains the voting majority or has the power of exer-
cising control in the Board of Directors of subsidiary companies. The subsidiary companies
are consolidated by the date that the essential control is transferred to the Group and they
cease their consolidation by the day at which this control ceases to exist.

The consolidated financial statements include the financial statements of the subsidiary com-
pany "Attica Department Stores SA", in which the parent company, even if it directly pos-
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sesses less than 50% of the voting rights, it exercises the control in combination with the
rights of vote that it possesses in "Attica Department Stores SA" the completely controlled
affiliated company "Ipirotiki SA".

All the intra-group transactions and their respective balances have been eliminated in the
attached consolidated financial statements. Wherever it was required, the accounting policies
of the subsidiary companies have been modified in order to ensure the consistency with the
accounting policies adopted by the Group.

The following table presents the consolidated subsidiary companies with the relative per-
centages of Group and the registered office of each subsidiary:

Participation Percentage

Registered
Company Offices Direct Indirect Total
ARA Holdings SA Luxemburg 61,16% 61,16%
Factory Outlet SA Greece 60,24% 60,24%
Factory Outlet Airport SA Greece 99,00% 0,60% 99,60%
Elmec Romania Srl Rumania 100,00% 100,00%
Elmec Sport Bulgaria EOOD” Bulgaria 100,00% 100,00%
Chronosport SA Greece 50,00% 50,00%
Moustakis SA Greece 100,00% 100,00%
Elmel E.LTD Greece 51,00% 51,00%
Attica Department Stores SA Greece 25,00%  21,07% 46,07%
Ipirotiki SA Greece 84,29% 84,29%

* former Balkan ES Team Ltd

The examined fiscal year of Attica Department Stores SA lasts over twelve months
(12/2/2004 - 31/12/2005). The income of the company that relates to the period 12/2 -
31/12/2004 has been included in the consolidated income of fiscal year 2004, while the re-
sults of period 1/1 - 31/12/2005 have been included in the consolidated income of fiscal year
2005.

The current fiscal year of Factory Outlet Airport SA lasts over twelve months (9/2/2005 -
31/12/2006). The income of the company that relates to the period 9/2 - 31/12/2005 has
been included in the consolidated income of fiscal year 2005, while the results of period 1/1 -
31/12/2006 will be included in the consolidated income of fiscal year 2006.

The Company sold the total of shares that it possessed in Elmel E.LTD to third parties, that
are not members of the Group, on November 18, 2005. Elmel E.LTD participates in the at-
tached consolidated financial statements only up to its date of sale (Note 25)
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3.2.  Participations in subsidiaries

In the financial statements of the parent company, the holding of the parent company in its
consolidated subsidiaries is valued at historical cost minus any probable accumulated im-
pairment losses.

3.3. Participations in associates

The participation of the Group in other companies in which the Company exercises signifi-
cant control is estimated with the method of net financial position. Based on this method,
the participation in the associate is recorded at the historical cost plus the change in the per-
centage of Group in their net financial position after the initial date of acquisition, minus any
provision for impairment loss. The consolidated income statement includes the proportion of
the Group in the income of the associate.

In the financial statements of the parent company, the participations of the parent Company
in its associates are valued at historical cost minus any probable accumulated impairment
losses.

In the attached financial statements there are no participations in associate companies. Al-
though the Group possesses more than 20% of the equity of the companies Concept One
SA, Internet Store SA, Evenis SA and Petros Stathis EEE, yet, does not exercise significance
influence in these companies, because of the presence of other shareholders who control
them.

3.4. Other investments

Other investments consist of holdings in companies in which the Group neither exercises
control nor influences significantly their activities. They are initially recorder at historical cost,
which reflects the fair value of price including the direct expenses that are related to the
purchase of investment.

The "other investments", that is to say the investments minus the participations in subsidiar-
ies, affiliated and joint ventures, are categorized and valued based on IAS 32 and IAS 39
that the Group of Companies applies from January 1, 2005, as it is reported in more detail in
the unit 3.24.2.

3.5. Foreign currency

The currency of operation and presentation of the Company and its Greek subsidiary compa-
nies is the Euro (€). Transactions in other currencies are translated in Euros at the foreign
exchange rate ruling at the date of the transactions. At the date of preparation of the finan-
cial statements, the monetary elements of assets, equity and liabilities expressed in foreign
currencies are adjusted so that they reflect the current foreign exchange rates.

Foreign exchange differences arising from translating monetary assets and liabilities are re-
ported in the income statement. The gains or losses resulting from transactions are also re-
ported in the attached income statements.

The functional currency of foreign subsidiaries is the official currency of the country where
each one operates. Consequently, in each date of financial statements all the balance-sheet
accounts of these companies are translated in Euros at the foreign exchange rate ruling at
the financial statements date. Revenues and expenses are translated using a weighted aver-
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age exchange rate ruling at the duration of the period the financial statements are referred
to.

3.6. Intangible Assets

Intangible assets are composed mainly by the acquisition cost at historical values and the
upgrade of software programs, the pre-paid rights for the long-term use of real estate and
brand licences. Amortisation is charged to the income statement on a straight-line basis over
the estimated useful lives, which are seven years for software, twelve years for the brands
and the duration of the leasing contract for the leasing rights.

3.7. Revenue

Revenue from the sale of goods is recognized up to the point where the relevant cash in-
flows are probable and can be reliably measured. The following criteria should also be satis-
fied for the recognition of revenue.

Goods Sold

The revenue from the sale of goods, after the subtraction of revenue discounts, sales’ com-
missions and the corresponding VAT, is recognized when the significant risks & rewards of
ownership have been transferred to the buyer.

Interest

Interest income is recognized on the accrual basis.

3.8. Property, Plant and Equipment

The Fixed Assets of the Company are stated at historical cost minus the accumulated depre-
ciation and their probable impairment loss.

The repairs and maintenance costs are expensed in the fiscal year they are realised. Signifi-
cant improvements are capitalized at cost provided that they increase the useful life, in-
crease the production capacity or they improve the efficiency of the corresponding asset.

Property, plant and equipment are written off at their sale or their withdrawal, as well as
when they are not expected to produce further economic benefits. The resulting gain or the
loss from a write-off is included in the income statement.

Depreciation is charged to the income statement on a straight-line basis over the estimated
useful life of each fixed asset.

The relevant percentages that were used and derived by the estimated useful lives of fixed
assets are the following:

Buildings 2%
Equipment-Machines 4%
Transportation 7% - 10%
Furniture & other Equipment 10% - 33%
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3.9. Gooawill

As it is more analytically described in Notes 2 and 14, Goodwill that resulted from the merg-
ers of companies before the date of transition to the IFRS was estimated based on the provi-
sions of IFRS 1 "First Application of IFRS". Goodwill in the acquisitions was initially recorded
at cost, that is the positive difference between the acquisition cost and the fair value of as-
sets, equity and liabilities and potential obligations of the target company. After the initial
record, Goodwill is stated at cost minus any probable accumulated impairment losses. Good-
will from acquisitions after March 31, 2004 is not amortised and Goodwill that is already
stated in the consolidated balance sheets is not amortised after January 1, 2004. Goodwill is
tested annually or more often if any events or changes in the conditions imply that the ac-
counting value might have been impaired.

On the acquisition date, the acquired Goodwill is allocated to the cash generating units ex-
pected to gain from the synergies resulting from the merger.

Impairment loss is determined by the estimation of the recoverable amount of the cash gen-
erating units related to the goodwill. When the recoverable amount realizable of the cash
generating units that include goodwill is taken into consideration upon determining the gains
or losses resulting from this sale. The value of this Goodwill is determined by the relevant
value of the operation under sale and the remaining part of the cash flow generating units.

3.10. Impairment

With the exception of Goodwill and intangibles assets with indefinite useful life, that are re-
vised at least annually to determine whether there is any indication of impairment, the ac-
counting values of other long-term assets are revised for impairment loss when events or
changes in the conditions imply that the accounting value can not be recovered. When the
accounting value exceeds the recoverable value, a corresponding impairment loss is recorded
in the income statement. The recoverable value is determined as the higher value of the net
value of sale and the value of use. Net value of sale of an asset is the attainable amount
from the sale resulting from a transaction, where all relevant information is available to the
parties involved and willingly enter into this transaction, after subtracting all additional direct
costs relating to the sale of the asset. The value of use of an asset is the net present value
of the estimated future cash flows that are expected to stem from the continuous use of the
asset and from the revenue expected to result from its disposal in the end of its useful life.
For the determination of the impairment loss, the assets are grouped at the lowest level
where the cash flows can be distinguished.

3.11. Inventories

Inventories are stated at the lower of cost and net realizable value. The cost of the finished
goods and work-in-progress includes expenditure incurred in bringing them to their existing
location and condition, including raw materials, labour, overheads (based on normal operat-
ing capacity, excluding the cost of debt) and packaging. In the case of raw material and fin-
ished goods cost is determined based on the weighted average cost.

The net realisable value of the finished goods is the estimated selling price in the ordinary
course of business minus the estimated costs of completion and selling expenses. The net
realisable value of the raw material is the estimated replacement cost in the ordinary course
of business.

36



ELMEC SPORT ABETE
Annual Financial Statements for the fiscal year 1/1 - 31/12/2005
(The amounts in all the tables are expressed in EUROS)

3.12. Trade receivables and credit policy

The Company has established a set of criteria for the credit facility to be granted to the cus-
tomers, which are based on the customer’s level of sales and on evaluations of relative fi-
nancial information. The sales are realized under ordinary terms and the expected collection
period from the shipment of the merchandise is 150 days on average. At the end of each
fiscal year, all the mature unpaid or doubtful receivables are evaluated in order to estimate
the allowance for uncollectible accounts and make the proper adjustment in the provision.
Each write-off of a customer account is debited to the existing provision. As a policy of the
Group there are no write-offs unless all possible legal efforts for their collection have been
exhausted.

3.13. Cash and Cash Equivalents

Time deposits and other liquid investments with initial duration of less than three months are
considered to be cash and cash equivalents.

For the purpose of the statement of cash flows, cash and cash equivalents include cash, cash
deposits, as well as, equivalent as determined above.

3.14. Long-term Debt

Long-term debt is recorded at cost. After this record, the loans that are denominated in for-
eign currency are valued based on the exchange rate ruling at the balance sheet date. Inter-
est expenses are recognized on an accrual basis.

3.15. Cost of Debt

Cost of debt is recognized as an expense in the period where it is realised.

3.16. Compensation provision for employees retirement

The liabilities for retirement compensation are estimated at the discounted value of future
benefits that have been accumulated at the end of the year, based on the recognition for the
right of benefits of employees during their expected labour life. The above liabilities are es-
timates based on the financial and actuarial assumptions and are determined using the Pro-
jected Unit Method. The net costs of retirement of the period are included in the cost of pay-
roll in the attached income statements and they constitute the present value of benefits that
were accrued during the year, the interest on the liability of benefits, the cost of previous
services, the proportional profit or loss and other additional retirement costs. The costs of
previous services are recognized on a straight line based on the average period until the
profits of program are vested. The unrecognized proportional profits and loss, are recognized
over the average remaining duration of benefit of services of active employees and are in-
cluded as part of net cost of retirement of each year if, at the beginning of the period, they
exceed the 10% of future estimated provision for benefits. The obligation for retirement
benefits is not financed.
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3.17. Government social security programs

The personnel of the Company is covered mainly by the main governmental security institu-
tion that covers the employees in the private sector (Organisation Of Social Security -IKA),
which grants retirement medical and pharmaceutical benefits. Each employee is obliged to
contribute a part of his monthly wage in the Organisation Of Social Security, while the Com-
pany covers a part of the total contribution. At retirement, the retirement fund is in charge of
the payment of retirement benefits to the employees. Accordingly the Company does not
have any legal or presumptive liability for the payment of future benefits based on this pro-
gram.

3.18. Income Tax

The current and deferred tax is estimated based on the financial statements of each one of
the companies that are included in the consolidated financial statements, according to the
tax laws that are in effect in Greece or other tax frames in which the foreign subsidiaries op-
erate. The income tax includes the tax on the profits of each company, as these are adjusted
in its tax statement, additional taxes of income that result from the tax auditing of tax au-
thorities, provisions against likely additional taxes that will result from future tax audits, and,
finally, from deferred income taxes based on the enacted tax rates.

The deferred tax is estimated by using the balance sheet liability method for all the short-
term differences on the balance sheet date between the tax base and the accounting value
of assets and liabilities.

The deferred tax liabilities are recognized for all the taxable temporary differences:

o Except if the liability for deferred taxes results from the amortization of goodwill or
the initial recognition of an asset or a liability in a transaction which is not a merger
of companies and at the time of the transaction it does not influence neither the ac-
counting profit nor the taxable profit or loss, and

e Regarding the temporary tax differences that are related to investments in subsidiary
companies, related companies and participations in joint ventures, except where the
time of reversion of temporary differences can be checked and it is likely that the
temporary differences will not be reversed in the forecasted future.

Deferred tax assets are recognized for all the tax recognizable temporary differences and
deferred tax receivables and tax losses, to the extent that it is likely that available taxable
profit will exist, which will be used against the recognized temporary differences and the de-
ferred unused tax receivables and the unused tax losses.

e Except for the case where the receivable from deferred income tax is related to the
recognized temporary differences results from the initial recognition of elements of
asset or liabilities in a transaction that does not constitute merger of companies and
at the moment of transaction has not influenced neither the accounting profit nor the
taxable profit or loss, and

e In regard to the recognized temporary differences that are related to investments in
subsidiary companies, related and participations in joint ventures, there is a recog-
nized receivable from deferred income tax to the extent it is likely that the provisional
differences will be reversed in the forecasted future and an available taxable profit
will exist, which will be used against the provisional differences.
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The deferred tax receivables are estimated in each balance-sheet date and they are de-
creased to the extent it is not considered likely that there will exist enough taxable profits
against which part or total of receivables from deferred income taxes can be used.

The deferred tax receivables and liabilities are estimated based on the tax rates that are ex-
pected to be in force when the receivable will be realised or the liability will be paid, and
they are based on the tax rates (and tax laws) that they are in force or have been legislated
at the date of balance-sheet.

The income tax that is related to elements, which have been recorded directly in the Equity,
is recorded directly in the Equity and not in the Income statement.

3.19. [eases

The leasing agreements that transfer to the Company essentially all the risks and the bene-
fits that are related to the leased fixed asset are capitalized at the beginning of leasing at the
fair value of the leased asset or, if this is lower, at the present value of minimum leases. The
payments for leasing agreements are allocated between the financial expenses and the re-
duction of financial liabilities, so that a constant interest-rate is achieved on the remaining
balance of the liability. The financial expenses are recorded directly in the income statement.

Leases where the lessor maintains all the risks and the benefits of property of a fixed asset
are recorded as operating leases. The payments of operating leases are recognized as ex-
pense in the income statement on a constant base for the duration of the lease.

3.20. Government subsidies

The government subsidies that are related to the subsidy of fixed assets are recognized
when there is a fair certainty that the subsidy will be collected and all the relative terms will
be fulfilled. When the government subsidies are related to an asset, the fair value is credited
in an account of deferred income and is transferred to the income statement in equal annual
amounts based on the expected useful life of the asset that was subsidised. When the sub-
sidy is related to an expense, it is recognized as income in the period that corresponds to the
expenses that it is intended to compensate.

3.21. Provisions

The provisions are recognized when the Company has a current legal or presumptive liability
as a result of previous events and it is likely that an outflow of resources will occur while a
reliable estimate of this liability can be made. The provisions are re-examined in each date of
balance sheet and they are adjusted so as to represent the present value of expenses ex-
pected to arise for the arrangement of the liability. If the effect of time value of money is
important, the provisions are estimated by discounting the expected future cash flows with a
pre tax discount rate which reflects the current market estimates and wherever it is consid-
ered essential, the risks that are related to the liability.

The potential liabilities are not recognized in the consolidated financial statements but they
are disclosed in the Notes, unless the probability of the outflow of resources is insignificant.
Potential receivables are not recognized in the financial statements but are disclosed in the
Notes when an inflow of economic resources is likely to occur.
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3.22. FEarnings per Share

The earnings per share are estimated by dividing the Net Income by the weighted average
number of shares that are outstanding during each year.

3.23. Segment Reporting

Firstly the business segmentation and secondly the geographical one are the distinguishing
components of the Group. The operating activities are organised and are managed sepa-
rately depending on the nature of products and services they concern, with each sector con-
stituting a strategic business unit which provides different products and operations in differ-
ent markets.

The Group has four major distinguishable sectors, as well as a fifth that includes various ac-
tivities, which are the following:

o Department stores
e Apparel-footwear Wholesale
¢ Apparel-footwear Retail Sale
e Gymnastic Apparatuses
e Other Sectors
The activity of each one of the sectors was developed before in note 1.

The transactions between business sectors are made at market terms similar way with trans-
actions with third parties.

With regard to the geographic area in which the Group is activate, this includes mainly
Greece, and secondarily abroad. The second is determined mainly by Cyprus, Romania and
Bulgaria.

The fixed assets are distributed in geographic sectors according to the place that they are
installed. Sales and relevant costs and expenses are allocated to the sectors where the cus-
tomer/purchaser is settled.

3.24. IAS 32 and IAS 39 adoption

The IAS 39 implies, the Company selected to apply IAS 32 "Financing Instruments: Disclo-
sure and Presentation "and IAS 39 "Financing Instruments: Recognition and Measurement "
from January 1, 2005.

The main effects that are related to the application of IAS 32 and IAS 39 are described be-
low:

3.24.1. Derivative Financial Instruments

The Company uses derivatives of exchange of currencies (foreign exchange swaps) as well
as foreign exchange call options, which do not fill the criteria of accounting for hedging, con-
sequently the profits or the loss that result at the valuation of the end of the fiscal year is
recognized in the income statement.
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3.24.2. Investments

Based on IAS 39, the investments — except for the holdings in subsidiaries, affiliated and
joint ventures - were categorized either as available for sale, or as financial assets at fair
value included in income statements, or as held to maturity.

Generally, the available for sale investments and the financial assets at fair value included in
income statements are valued at their fair value, with the resulting profit or loss being rec-
ognized as a separate element of the equity for the first category and the income statement
for the second.

The held to maturity investments are valued at the net non-depreciated cost using the
method of effective interest-rate and the related results are recognized in the income state-
ment through amortization or at disposal.

4. Financial risk management

4.1. Credit Risk exposure

The credit risk exposure in relation to the total amount of account receivables is limited be-
cause of the high dispersion of the credit balances.

The credit risk management is run by the Credit Department of the Group and includes, a
detailed control of financial data of each customer before the credit limit of the customer is
established. The credit policy of companies of the Group is decided by the Board of Directors
of the parent company.

Moreover, the parent company has signed credit insurance contracts with the companies
Euler Hermes and Attradius, which cover part of the credit risk of the major part of custom-
ers in Greece and abroad.

4.2. Fair value

The amounts that are presented in the balance sheets of the Group and the parent Company
for cash in bank and on hand, the accounts receivable and the short-term liabilities, ap-
proach their relevant fair values because of their short-term expiry.

The fair values of the securities that are publicly traded in the Stock Exchange markets are
based on their Stock Exchange prices at the balance-sheet date.

The fair values of derivatives are based on market valuation. For all the derivatives, the fair
values are confirmed by the financial institutions with which the Group has contracted the
relative conventions.

4.3. Forejgn Exchange risk

This risk arises from the fact that the Group purchases a significant part of its merchandise
in prices that are expressed in US dollars and sells this merchandise in Romania and Bulgaria
in prices expressed in local currency, and in particular from the fact that these prices are de-
termined roughly 9 months before the Group proceeds in the import, settlement and disposal
of the merchandise in question.
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This risk management is run by the Treasury of the Group in collaboration with the responsi-
ble Commercial Supervisors. The decision whether and to which degree the Group will cover
the exchange risk is made by the Board of Directors of the parent Company. The commercial
supervisors take into consideration the foreign exchange risk in determining the selling prices
of the merchandise.

4.4. Liguidity Risk

Liquidity risk refers to the probability that of the Group will fail to meet its short run obliga-
tions.

A great part of the activities of the Group, and especially those that are related with retail
sales, have high positive cash flows, ensuring in this way a satisfactory liquidity for the
Group. The activities however that are related with wholesale sales, whose greatest part
runs on credit, require the existence of working capital.

The Treasury is dealing with this risk management and generally with the ensuring of liquid-
ity in the companies of Group. The management of the Company evaluates as low the liquid-
ity risk, since: (a) the Group has high positive cash flows from its operating activities, as this
is appeared in the consolidated statements of cash flows, (b) the liquidity ratios are relatively
high, (c) the Group uses only a portion of the credit lines provided from the banks, (d) the
Group has a relatively low Debt over Equity ratio and generally has a powerful financing po-
sition and high financial reliability and (e) the continuous increase of the retail sales portion
of total consolidated sales strengthens the liquidity of the Group.

5. Cost of sales
The cost of sales presented in the consolidated income statement is estimated as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Beginning Inventories 29.665.795 25.375.405
Purchases of the year 117.603.153 63.799.903
Inventory of sold Subsidiary (Note 25) (93.754)
Ending Inventories (53.672.206) (29.665.795)
Internally consummated inventories (1.083.357) (1.143.758)
Cost of Inventories sold 92.419.631 58.365.755
Impairment of old inventories 1.371.789
Expenses debited to Cost of sales 1.668.607 1.572.830
Total Cost of Sales 95.460.027 59.938.585

The impairment of old inventories presented in the above table was realized at 31/12/2005
in the parent company of the Group, Elmec Sport SA, inventories. More information is pro-
vided in Note 17.

The cost of sales presented in the income statement of the company is estimated as follow-
ing:
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1/1- 1/1-
31/12/2005 31/12/2004

Beginning Inventories 23.515.014 21.862.915

Purchases of the year 63.694.498 58.525.557

Ending Inventories (25.608.711) (23.515.014)

Internally consummated inventories (1.058.630) (881.126)

Cost of Inventories sold 60.542.171 55.992.332
Impairment of old inventories 1.371.789

Total Cost of Sales 61.913.960 55.992.332

6. Depreciation

The accounts “Cost of Goods Sold”, “Administration Expenses” and “Distribution Expenses” of
the attached income statement do not include depreciation. The allocation of Depreciation
Expense should be made according to the following tables:

6.1. Allocation of Depreciation Expenses of the Group:

1/1- 1/1-
31/12/2005 31/12/2004
Cost of sales 91.244 89.318
Administration Expenses 452.503 364.667
Distribution Expenses 2.793.583 1.795.969
3.337.330 2.249.954

6.2. Allocation of Depreciation Expense of the Company:

1/1- 1/1-
31/12/2005 31/12/2004
Administration Expenses 289.704 237.456
Distribution Expenses 1.807.100 1.419.219
2.096.804 1.656.675

43



ELMEC SPORT ABETE
Annual Financial Statements for the fiscal year 1/1 - 31/12/2005
(The amounts in all the tables are expressed in EUROS)

7. Other income

7.1. "Other Income"” of the Group:

The account “Other Income” of the consolidated income statement includes non-financial
income of the Group not included in the Revenues. A further analysis has as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Income from rents 98.554 11.154
Subsidies 28.872 48.352
Compensations 116.938 34.836
Gains Sale of Assets 63.708 148.427
Revenue from non-primary activities 5.411.748 301.902
Expenses charged to customers 87.215 83.388
Other Income 249.350 339.377
6.056.385 967.436

The account “Income from other activities”, which during the current fiscal year has a signifi-
cant balance, is mainly (4.961.820 €) due to “Attica, the Department Store” operations. It
includes services and expenses the aforementioned subsidiary charges to the companies that
operate inside the Department store area, i.e. area decoration expenses, telephone charges,
sales persons charges, common advertising campaigns etc.

7.2. "Other Income" of the Company:
The account “Other Income” of the company's income statement has as follows:

1/1- 1/1-

31/12/2005 31/12/2004

Income from rents 3.245 1.625
Subsidies 28.096 41.781
Compensations 116.938 34.836
Gains on Sale of Assets 63.559 147.471
Revenue from non-primary activities 442.402 196.866
Expenses charged to customers 87.215 83.388
Other Income 241.379 257.268
982.834 763.235
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8. Other expenses

8.1. "Other Expenses" of the Group:

The account “Other Expenses” of the consolidated income statement includes non-financial
expenses of the companies of the Group that have not been included in the Administration
and Distribution Expenses. An analysis of those expenses has as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Losses from Fixed Assets 95.135 70.357
Inventory Disposal 312.718
Inventory deficits 122.323
Losses from doubtful accounts 964.368 8.235
Fines 14.337 12.384
Forfeiture of guarantees and penalties 50.986 10.932
Other Expenses 520.940 288.816
1.645.766 825.765

8.2. "Other expenses” of the Company:

The item “Other expenses” of the income statement of the Company is analyzed as follows:

1/1- 1/1-

31/12/2005 31/12/2004

Losses from Fixed Assets 47.034 57.126

Inventory Disposal 54.912

Losses from bad debts 8.235

Fines 11.908 4.185
Forfeiture of guarantees and penalties 50.986

Other expenses 138.433 284.984

248.361 409.442
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9. Financial income and expenses

The income resulting from the financial activities of the Company and the Group, as this is
presented in the attached income statements, is analyzed as follows:

9.1. Financial income of the Group:

1/1- 1/1-
31/12/2005 31/12/2004
Dividends from investments available for sale 6.705
Dividends from stocks traded in ASE 147.658 277.568
Gains on sale of subsidiaries 57.064
Gains on sale of stocks traded in ASE 1.345.368
Revaluation adjustments of securities traded in ASE 396.567
Interest income 299.039 531.018
Discount for one-off payment of taxes 159.187
Gains on evaluated derivatives 467.895
Foreign exchange differences 953.737 1.486.454
2.321.959 3.806.300

The gain on the sale of EImel E.LTD subsidiary is analyzed in Note number 25.

Shares traded in the Athens Stock Exchange (ASE) are presented in Note number 27. These
shares are valued at their closing prices after the last session of the ASE before the date of
the balance sheet. The gains and losses resulting from this valuation are presented in the
above table as well as the following three tables.

More details for the “Gains on evaluated derivatives” are provided in Note number 28.

9.2. Financial income of the Company:

1/1- 1/1-
31/12/2005 31/12/2004
Dividends from subsidiaries 1.022 10.110
Dividends from stocks traded in ASE 147.658 277.524
Gains on sale of stocks traded in ASE 1.344.756
Revaluation adjustments of securities traded in ASE 396.567
Interest income 192.414 354.285
Discount for one-off payment of taxes 159.187
Gains on evaluated derivatives 467.895
Foreign exchange differences 896.876 1.266.155
2.102.432 3.412.017
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9.3. Financial expenses of the Group:

1/1- 1/1-

31/12/2005 31/12/2004

Impairment of investments available for sale 26.415
Impairment of securities traded in ASE 5.000 302.749
Expenses from sale of securities traded in ASE 2.067 83.026
Losses from sale of securities traded in ASE 600 60.621
Interests on financial leasing 426.829 510.106
Loan interests and other bank expenses 2.667.983 1.862.264
Foreign exchange differences 1.099.902 2.407.658
4.228.796 5.226.424

9.4. Financial expense of the Company:
1/1- 1/1-

31/12/2005 31/12/2004
Impairment of securities traded in ASE 5.000 302.749
Expenses from sale of securities traded in the ASE 2.067 82.826
Losses from the sale of securities traded in ASE 600 57.116
Interests on financial leasing 21.272 22.360
Loan interests and other bank expenses 1.722.030 1.456.183
Foreign exchange differences 972.479 2.400.887
2.723.448 4.322.121

10. Segment reporting

A detailed listing of the Group’s activities based on business and geographic segments is
provided in Note number 1 and in sub note 3.23 of Note 3.
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10.1. Business segments

10.1.1. Examined Fiscal year (1/1 - 31/12/2005):
Apparel &  Apparel &
Department  Footwear Footwear Fitness Other
Stores [wholesale] [Retail] Equipment  Sectors  Eliminations Totals

Revenue from external customers 52.525.018 69.876.549 44.802.893 3.852.388 4.300.326 (1.792.530) 173.564.644
Revenue from other business segments 1.070.935 8.196.990 3.512.912 (12.780.837)

Total revenue from external customers ~ 53.595.953 78.073.539 48.315.805 3.852.388 4.300.326 (14.573.367) 173.564.644
Gross profit of segment 19.360.867 32.243.209 26.344.552 1.408.693 1.356.030 (2.608.734)  78.104.617
Segment result 9.391.430 22.429.928 11.595.183 162.638 39.914 1.537.799  45.156.892
Retained earnings/(loss) (21.411.219)
EBITDA 23.745.673
Financial income/(expense) (1.906.837)
Depreciation (3.337.330)
Income tax Expense (6.966.951)
Minority interest (1.408.672)
Profit after taxes 10.125.883
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10.1.2.

Prior fiscal year (1/1 - 31/12/2004):

Apparel &  Apparel &
Department  Footwear Footwear Fitness Other
Stores [wholesale] [Retail] Equipment  Sectors  Eliminations Totals
Revenue from external customers 8.577.549 69.675.706 40.636.954 4.008.438 4.865.100 (1.383.528) 126.380.219
Revenue from other business segments 646.754  5.789.314 910.614 (7.346.682)
Total revenue from external customers 9.224.303 75.465.020 41.547.568 4.008.438 4.865.100 (8.730.210) 126.380.219
Gross profit of segment 5.749.287 34.506.663 24.454.584 1.423.314 1.107.331 (799.545) 66.441.634
Segment result 4.573.483 24.189.492 14.037.579 557.036 45.544 152.791 43.555.925

Retained earnings/(loss)

(14.705.173)

EBITDA 28.850.752
Financial income/(expense) (1.420.124)
Depreciation (2.249.954)
Income tax Expense (9.750.247)
Minority interest (537.156)
Net earnings 14.893.271
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10.2. Geographical segments

The consolidated sales are allocated to Greece and abroad as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Sales in Greece 154.092.559 108.963.998
Sales in other countries 34.045.452 26.146.431
Less: intra-group sales (14.573.367) (8.730.210)

173.564.644 126.380.219

The distribution of the items of the consolidated balance sheet between Greece and abroad
is presented below:

31/12/2005 31/12/2004

Fixed assets in Greece 95.828.061 80.705.878
Fixed assets in other countries 7.197.697 5.249.902
Other assets 150.751.967 112.239.449

253.777.725 198.195.229

11. Income tax expense

The income tax included in the consolidated income statement is presented in detail below:

1/1- 1/1-
31/12/2005 31/12/2004
Current taxes 5.748.618 8.823.105
Deferred taxes 638.870 (27.379)
Taxes from previous tax audits 137.663 954.521
Provision for additional taxes 441.800
6.966.951 9.750.247

In the above and in the next table a positive amount in the item “deferred tax” produces a
deferred tax liability, whereas a negative one produces a deferred tax asset.

The income tax appearing in the income statement of the Company is analyzed as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Current taxes 4.504.471 6.993.240
Deferred taxes 561.615 140.071
Taxes from previous tax audits 945.676
Provision for additional taxes 400.000
5.466.086 8.078.987
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11.1. Reconciliation of effective tax rate

The income tax rate for the Group’s companies based in Greece is 32% for the year 2005
and 35% for 2004. The corresponding rates for Romania are 16% and 25%, whereas for
Bulgaria they are 15% and 19,5%. By exception, “Attica Department Stores SA” is subject to
a 35% tax rate for 2005 income, due to the fact that it had a first accounting year greater
than 12 months — from February 12, 2004 to December 31, 2005. A&A Holdings SA, which is
based in Luxembourg, does not have any income tax obligations.

Concerning Greece, the tax rate that will be applied to 2006 income will be 29%, whereas
from the 2007 period onwards the tax rate will be 25%.

The income tax presented in the attached income statements, analyzed to its components in
the previous two tables, differs from the amount that would result from the simple multipli-
cation of the earnings before taxes times the tax rate that corresponds to each company and
operating period. The reasons for this difference are presented in the next two tables:

11.1.1. Reconciliation of income tax in the consolidated income statement
1/1- 1/1-
31/12/2005 31/12/2004
Profit/(loss) before tax 18.501.506 25.180.674
Current tax rate 32% 35%
Resulting tax 5.920.482 8.813.236
Plus/(less):

Tax on non-deductible taxes & fines 25.440 164.394
Tax on non-deductible expenses 248.448 186.408
Tax on earnings already taxed (91.971) (489.819)
Tax on permanent differences (81.907) 1.111
Additional tax on earnings from buildings 12.647 12.376
Deferred tax asset that was not accounted for® 563.539 308.858
Effect of tax losses utilized (189.614) (21.740)
Recognition of deferred taxes with smaller rates™® (199.790) (89.422)
Effect of different rates on subsidiaries 180.214 (89.676)
Tax from previous tax audits 137.663 954.521

Provision for additional taxes 441.800
Taxes for the period: 6.966.951 9.750.247
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11.1.2.  Reconciliation of income tax in the Company’s income statement

1/1- 1/1-
31/12/2005 31/12/2004
Profit/(loss) before tax 16.294.771 21.509.117
Current tax rate 32% 35%
Resulting tax 5.214.327 7.528.191
Plus/(less):
Tax on non-deductible taxes & fines 7.905 134.492
Tax on non-deductible expenses tax 40.998 85.999
Tax on earnings already taxed (47.578) (472.110)
Additional tax on earnings from buildings 7.686 7.638
Recognition of deferred taxes with smaller rates™® (157.252) (150.899)
Tax from previous tax audits 945.676
Provision for additional taxes 400.000
Taxes for the period: 5.466.086 8.078.987
Explanations.:

() Given the fact that from the 2006 period onwards the tax rate applied on profits of the
Greek based companies is less than the current tax rate, the resulting deferred tax is less
than the one that would result if the reduction of tax rates had not been announced.

@ Tax losses may be utilized for tax reduction purposes for the five periods after the period
when these losses occurred. The companies mentioned in the table below had the following
losses during the 2005 and 2004 periods, for which no deferred tax asset was recognized as
provided by the prudence principle.

1/1- 1/1-
31/12/2005 31/12/2004
Moustakis SA 196.474
Elmel Com. Ltd. 44.783
Attica Department Stores SA 541.755
Ipirotiki SA 228.850 232.765
470.107 774.520

At December 31, 2005 the above companies had accumulated tax losses totalling 3.711.495
€, for which no deferred tax asset has been recognized (accumulated loss of Elmel Com.
Ltd., which was sold at the end of the 2005 period - see Note 25 - is not included). The cor-
responding amount for December 31, 2004 was 3.906.716 €.

11.2. Deferred tax expense

Deferred tax is accounted for non-permanent differences between the accounting figures
and the corresponding tax base, unless otherwise specified by the IFRS and/or the account-
ing principles applied by the Group.
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Deferred taxes are calculated based on the tax rate applied on a given company’s profit for
the period that the deferred tax asset or liability is expected to be settled, taking into consid-
eration the tax principles that are in effect at the balance sheet date.

The income tax associated with items that have been directly recognized in the equity is di-
rectly recognised into equity and not in the income statement.

11.2.1. Deferred taxes in the income statement

The deferred taxes appearing in the consolidated income statement are analyzed, based on
the kind of the temporary difference that created them, as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Differences between actual and tax depreciation 887.963 564.589
Fixed assets write-offs (373.403) (373.925)
Sales of written-off assets 37 6.298
Recognition of financial leases 261.183 183.759
Provision of contributions to defined benefit plans (53.544) (58.548)
Provision for doubtful accounts (99.857) (130.051)
Asset impairment loss (7.854) (71.855)
Forfeiture of penalties provision (128.594)
Revaluation of financial assets 99.142
Recognition of foreign exchange evaluation profits (130.352) (86.604)
Application of the accrual accounting principle 85.203
Gains on evaluated derivatives 116.974
Recognised tax losses (18.028)
Reduction in tax rate (61.042)
638.870 (27.379)

A positive tax amount in the table above and the next one signifies a deferred tax liability,
whereas a negative amount signifies a deferred tax asset.

The deferred income taxes appearing in the Company’s income statement are analyzed,
based on the nature of the temporary difference that created them, as such:
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1/1- 1/1-

31/12/2005 31/12/2004
Differences between actual and tax depreciation 657.785 520.769
Fixed assets write-offs (14.676) (2.512)
Sales of written-off assets 37 6.298
Recognition on financial leases 28.652 6.547
Provision of contributions to defined benefit plans (29.126) (55.484)
Provision for doubtful accounts (165.571) (105.491)
Asset impairment loss (1.250) (75.688)
Forfeiture of penalties provision
Revaluation of financial assets 99.142
Recognition of foreign exchange evaluation profits (130.352) (86.604)
Application of the accrual accounting principle
Gains on evaluated derivatives 116.974
Recognised tax losses
Reduction in tax rate (67.764)

561.615 140.071

11.2.2. Deferred taxes recognised in equity

Deferred taxes recognized in equity of the consolidated balance sheet are analyzed, based

on the kind of temporary difference that created them, as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Reversal of fixed asset readjustment based on Law 2065 225.769
Fixed assets write-offs (6.791) 307.951
Adoption of IAS 32 & IAS 39 98.223
91.432 533.720

Deferred taxes included in equity of the Company (non-consolidated) balance sheet are ana-

lyzed, based on the nature of the difference that created them, as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Reversal of fixed asset readjustment based on Law 2065 199.513
Adoption of IAS32 & IAS39 98.223
98.223 199.513

11.2.3.  Analysis of the account "Deferred taxes”

Changes in the account “Deferred taxes” have as follows:
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Group Company

Balance at 1/1/2004 (358.458) (237.163)
Recognised in the income statement 27.379 (140.071)
Recognised in equity 533.720 199.513
Foreign Exchange Differences (5.352)

Balance at 31/12/2004 197.289 (177.721)
Deferred tax assets as at 31/12/2004 496.707

Deferred tax liabilities as at 31/12/2004 (299.418) (177.721)
Balance at 31/12/2004 197.289 (177.721)
Recognised in the income statement (638.870) (561.615)
Recognised in equity 91.432 98.223
Deferred tax from sale of subsidiary (see Note 25) (7.231)

Foreign Exchange Differences (8.987)

Balance at 31/12/2005 (366.367) (641.113)
Deferred tax assets as at 31/12/2005 631.461

Deferred tax liabilities as at 31/12/2005 (997.828) (641.113)
Balance at 31/12/2005 (366.367) (641.113)

In the consolidated balance the deferred tax assets are offset with the deferred tax liabilities,
provided that this offset is in accordance with the tax legislation and the relevant laws en-
forced by the same tax authority on the same legal entity.

Further analysis of the consolidated deferred tax assets and liabilities, based on the cause
that created them, is provided in the following two tables:

Deferred tax assets of the consolidated balance sheet
31/12/2005 31/12/2004

Differences between actual and tax depreciation 2.644
Fixed assets write-offs 1.735.715 1.373.489
Reversal of fixed asset readjustment based on Law 2065 490.608 493.073
Provision of contributions to defined benefit plans 275.832 222.288
Provision for doubtful accounts 272.399 165.801
Litigation provisions 537.500 537.500
Forfeiture of penalties provision 128.594
Impairment of financial assets 551.184 646.306
Losses from evaluated derivatives 98.223
Impairment of old inventories 175.504 175.504
Recognition of foreign exchange evaluation profits or losses 86.604
Tax losses utilized 18.028
Gross deferred tax assets 4.283.587 3.703.209
Less: Deferred tax liability to be offset (3.652.126) (3.206.502)
Net deferred tax assets. 631.461 496.707
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Deferred tax liabilities of the consolidated balance sheet

31/12/2005 31/12/2004

Differences between actual and tax depreciation 3.849.725 2.948.705

Fixed assets write-offs 6.298

Recognition on financial leases 591.259 330.076
Provision for doubtful accounts 6.741
Application of the accrual accounting principle 85.203

Recognition of foreign exchange evaluation profits or losses 52 217.008

Reversal of impairment of shares sold 3.833
Gains on evaluated derivatives 116.974

Gross deferred tax liabilities 4.649.954 3.505.920

Less: Deferred tax asset to be offset (3.652.126) (3.206.502)

Net deferred tax liabilities: 997.828 299.418

In the Company’s balance sheet the deferred tax assets are totally offset with the deferred
tax liabilities and the net amount is included in the balance sheet. An analysis of deferred tax
assets and liabilities items based on the cause that created them is presented in the follow-

ing tables:
Deferred tax assets of the Company’s balance sheet

31/12/2005 31/12/2004
Fixed assets write-offs 330.218 319.413
Reversal of fixed asset readjustment based on Law 2065 197.782 200.247
Provision of contributions to defined benefit plans 236.611 207.485
Provision for doubtful accounts 272.399 106.828
Litigation provisions 537.500 537.500
Asset impairment loss 544.580 642.473

Losses from derivatives 98.223
Impairment of old inventories 175.504 175.504
Recognition of evaluation foreign exchange 86.604
Gross deferred tax assets 2.392.817 2.276.054

Deferred tax liabilities of the Company’s balance sheet

31/12/2005 31/12/2004
Differences between actual and tax depreciation 2.872.718 2.214.935
Fixed assets write-offs 6.298
Recognition on financial leases (according to IAS) 44.186 15.534
Recognition of evaluation foreign exchange 52 217.008

Gains on evaluated Derivatives 116.974
Gross deferred tax liabilities 3.033.930 2.453.775
Less: Deferred tax asset (2.392.817) (2.276.054)
Net deferred tax liabilities. 641.113 177.721
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11.3. Tax audit

The Greek tax legislation and the relevant regulations are subject to interpretation from the
tax authorities. The income tax statements are submitted each year, but the profits and
losses that are stated for tax purposes are temporary until the tax authorities audit tax
statements and books, at which time the relevant tax liabilities will be settled. Similar proce-
dures are in Romania and Bulgaria in force.

The additional taxes that resulted from the audits of the current and prior period are in-
cluded in the item “taxes” of the corresponding income statement. These amounts are pre-
sented in the item “Taxes from previous tax audits” of the table in the first section of the
present note.

The non-audited periods of the Group’s companies are as follows:

Company Base _ % Unau_dited
of interest periods

Elmec Sport ABETE Greece 2004 - 2005
A&A Holdings SA Luxemburg 61,16% ---
Factory Outlet SA Greece 60,24% 2004 - 2005
Factory Outlet Airport SA Greece 99,60% ---
Elmec Romania Srl Romania 100,00% 2005
Elmec Sport Bulgaria EOOD Bulgaria 100,00% 2001 - 2005
Chronosport SA Greece 50,00% 2003 - 2005
Moustakis SA Greece 100,00% 2002 - 2005
Attica Department Stores SA Greece 46,07% 2005
Ipirotiki SA Greece 84,29% 2003 - 2005

Due to the fact that additional taxes may occur as a result of future audits of the above un-
audited periods, the Group’s companies form the relevant provisions that are recorded in the
income statement. The amounts of these provisions are presented in the item “Provision for
additional taxes on non-audited periods” of the first table of the present note.

12. Earnings per share

The calculation of the basic earnings per share is performed based on the average number
of issued shares, which is 55.400.000, both for the year 2005 and 2004.

13. Tangible assets

13.1. Tangible assets of the Group

The tangible assets of the Group, their depreciation, and changes during the current and the
previous periods, are as follows:
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(a) AT COST

Balance at 1/1/2004
Additions

Disposals

Balance at 31/12/2004

Fixed assets of sold sub-
sidiary (Note 25)
Additions

Disposals

Balance at 31/12/2005

(b) ACCUMULATED
DEPRECIATION

Balance at 1/1/2004
Depreciation charge
Disposals

Balance at 31/12/2004

Fixed assets of sold sub-
sidiary (Note 25)
Depreciation charge
Disposals

Balance at 31/12/2005

(c) NET VALUES

Balance at 1/1/2004
Balance at 31/12/2004
Balance at 31/12/2005

Other
equip-
Land Buildings Machinery Vehicles ment Total
10.944.977 43.606.101 593.079  722.157 7.911.229  63.777.543
1.317.931 15.671.371 45.304 174.502 2.166.078  19.375.186
(14.001) (1.837.285) (157.534) (100.183) (335.196) (2.444.199)
12.248.907 57.440.187 480.849  796.476 9.742.111  80.708.530
(146.670) (62.236) (208.906)
575.825 14.079.236 436.038 274.666 5.471.217  20.836.982
(1.183.834) (7.627) (135.190) (495.901) (1.822.552)
12.824.732 70.188.919 909.260  935.952 14.655.191 99.514.054
Other
equip-
Land Buildings Machinery Vehicles ment Total
(3.048.952) (317.692) (318.461) (2.930.288) (6.615.393)
(1.023.954)  (46.913) (99.162) (860.711) (2.030.740)
808 86.837 24.879 93.256 205.780
(4.072.098) (277.768) (392.744) (3.697.743) (8.440.353)
28.771 15.134 43.905
(1.627.634)  (62.002) (122.190) (1.265.196) (3.077.022)
4.923 3.787 39.780 76.378 124.868
(5.666.038) (335.983) (475.154) (4.871.427) (11.348.602)
Other
equip-
Land Buildings Machinery Vehicles ment Total
10.944.977 40.557.149 275.387  403.696 4.980.941 57.162.150
12.248.907 53.368.089 203.081  403.732 6.044.368  72.268.177
12.824.732 64.522.881 573.277  460.798 9.783.764  88.165.452

13.2. Leased tangible assets of the Group

The table above includes tangible assets (buildings and the corresponding land) that have
been acquired with lease contracts. The acquisition cost of these fixed assets is 23.217.797 €
(land: 44.329.370 €, buildings: 18.888.427 €) and the accumulated depreciation of the build-
ings at 31/12/2005 is 610.840 €. The corresponding amounts at 31/12/2004 are 15.259.366
€ acquisition cost (land: 3.792.319 €, buildings: 11.467.047 €) and 23.479 € buildings’ de-

preciation.

For one of them the Company has entered into a leaseback contract. Information on the
Contract is presented later on in section 13.5.
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13.3. Tangible assets of the Group under construction

The table above includes — in the column “Buildings” — fixed assets (owned buildings, finan-
cially leased buildings and building improvements in buildings owned by others) that at
31/12/2005 are under construction and are not used productively. The acquisition cost of
these fixed assets is € 29.328.189 (€ 30.333.870 at 31/12/2004). On these fixed assets no
depreciation is applied.

13.4. Tangible assets of the Company

The fixed assets of the Company as well as their changes during the current and previous
periods are presented in the following table:

Machin- Other
(a) AT COST Land Buildings ery Vehicles equipment Total
Balance at 1/1/2004 2.668.541 13.898.250 462.636 638.799 6.152.063 23.820.289
Additions 5.050.216 8.385 46.753 1.803.211 6.908.565
Disposals (14.001)  (44.699) (157.534) (86.481) (333.827) (636.542)
Balance at 31/12/2004 2.654.540 18.903.767 313.487 599.071 7.621.447 30.092.312
Additions 514.398 4.087.787 60.343 186.935 2.051.070 6.900.533
Disposals (126.797) (7.627) (135.190) (466.139) (735.753)
Balance at 31/12/2005 3.168.938 22.864.757  366.203 650.816 9.206.378 36.257.092
(b) ACCUMULATED Machin- Other
DEPRECIATION Land Buildings ery Vehicles equipment Total
Balance at 1/1/2004 (2.514.723) (287.860) (297.791) (2.518.009) (5.618.383)
Depreciation charge (728.631) (30.559) (43.691) (654.400) (1.457.281)
Disposals 808 86.837  24.574 92.267 204.486
Balance at 31/12/2004 (3.242.546) (231.582) (316.908) (3.080.142) (6.871.178)
Depreciation charge (976.463) (28.157) (46.927) (816.647) (1.868.194)
Disposals 4.910 3.787  39.780 48.012 96.489
Balance at 31/12/2005 (4.214.099) (255.952) (324.055) (3.848.777) (8.642.883)

Machin- Other
(c) NET VALUES Land Buildings ery Vehicles equipment Total
Balance at 1/1/2004 2.668.541 11.383.527 174.776 341.008 3.634.054 18.201.906
Balance at 31/12/2004 2.654.540 15.661.221 81.905 282.163 4.541.305 23.221.134
Balance at 31/12/2005 3.168.938 18.650.658  110.251 326.761 5.357.601 27.614.209

13.5. Leased tangible assets of the Company

The table above includes an asset that has been acquired with a financial lease contract. The
acquisition cost of this asset is 674.365 € (land: 177.854 € and building 496.511 €) and its
accumulated depreciation at 31/12/2005 is 33.409 €. The accumulated depreciation at
31/12/2004 was 23.479 €.

Included is also an asset for which a sale and leaseback contract was signed at 30/12/2005.
This asset used to appear in the Company’s books at a net of depreciation amount of
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6.501.647 € (land: 537.051 € and building 5.964.596 €). The leasing firm “bought” this asset
from the Company for 12.294.455 €, this amount was an inflow that the Company is obliged
to repay in monthly instalments, based on a floating interest rate, until November 29, 2020,
at which time the asset will return to the Company’s ownership. No gain or loss has been
recorded from this leaseback, nor was any change made to the value at which the Company
presents this asset in its financial statements. The amount of 12.294.455 € that the Com-
pany received was recognized as a non-current liability, after the subtraction of the lease
payments payable in 2006 which were recognised as current liabilities.

13.6. Pledges

No property rights, ownership or transfer restrictions, or other pledges are imposed on the
owners of fixed assets of the Group. The fixed assets that have been acquired through fi-
nancial leases remain in the ownership of others until the lease contract expires and the
relevant liability is settled.

13.7. Tax adjustment of land and buildings

According to Greek tax law, the value of land and buildings is adjusted every four years
based on non-sector indices specified by the appropriate state conventions. The most recent
adjustment of this type, that took place in December 31, 2004, was reversed during the
preparation of the attached financial statements, given the fact that it does not meet the re-
quirements of IAS 16. However, this adjustment had as a result the increase of the tax base
of the corresponding assets.

14. Goodwill

On 31/12/2004, and by the previously used Greek accounting standards, a goodwill of
7.686.756 € had been calculated and directly recognised in equity, as a negative reserve.

The Company reformed its consolidated financial statements for the period that ended De-
cember 31, 2004, according to IFRS 1, and transferred the total amount of goodwill, which
was originally subtracted from the equity, to the intangible assets.

The goodwill appearing in the attached consolidated balance sheet of 31/12/2004 now
amounts to € 10.502.554, given the consolidation of Ipirotiki SA subsidiary, which was ex-
cluded from consolidation based on the Greek Accounting Principles.

The consolidated goodwill was not changed during the current period. Thus, the consoli-
dated company has the following goodwill:

Subsidiary Base Holding (%) Goodwill
Factory Outlet SA Greece 60,24%  7.250.750
Moustakis SA Greece 100,00% 804.670
Ipirotiki SA Greece 84,29%  2.447.134

10.502.554
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On 31/12/2005 and on 31/12/2004 impairment tests were performed on the balances of
goodwill that the Group had paid for the purchase of its percentage of interest in every sub-
sidiary, according to IAS 36. The fair value of the subsidiaries at the above-mentioned dates
justifies the presented goodwill.

The fair value of the subsidiaries was estimated on the basis of projected cash flows extend-
ing to five years. The pre-tax rate at which these cash flows were discounted to their present
value was 12,2-11,5 % (2004: 15,6-12,2 %) and the projected cash flows beyond the five
year period (terminal value) were estimated with a 2,0 % (2004: 2,0 %).

The basic assumptions adopted for this calculation were the following:
Projected profit margins

The profit margins were projected based on the profit margins of the previous five years.
More weight has been given to those of the last two years since they are considered to be
more representative of the current situation.

Capital expenditures

All the fixed asset and working capital needs considered necessary for every subsidiary to
preserve its productivity and market share were taken into account, based on the needs that
have occurred during the last five years.

Risk free rate

The ten-year Greek public bond rate at the beginning of the projected five-year period was
used.

More details on the amount of goodwill per company are presented below:

14.1. Factory Outlet SA

On October 1999 the Company acquired 50,24% of the share capital of Factory Outlet SA
through an acquisition of 51% of A&A Holdings SA. In December 2002 it acquired an addi-
tional 10% of Factory Outlet SAE share capital through the purchase of 10,16% of A&A
Holdings SA. Goodwill resulted both on the original and the additional purchase of 10%. The
amount paid was deemed as reasonable from the Company’s Management based on the
business plan the Management had formed for the creation of the department store "Factory
Outlet" on the premises of the property owned by Factory Outlet SAE.

14.2. Moustakis SA

On December 2001, the Company acquired 30% of Moustakis SA share capital and at the
same time signed a prior agreement to buy out the remaining 70%, which came to its con-
trol on January 2003. The amount paid was considered reasonable by the Management
mainly due to the value of long-term non-cancellable lease agreements Moustakis SA had
entered into.

14.3. Ipirotiki SA

On July 2000, the Company acquired 50% of Ipirotiki share capital. At that time Ipirotiki was
inactive and its sole asset was a property on Patision Street at the centre of Athens. The
goodwill that resulted from this specific acquisition is due entirely to the difference between
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book (that was the same with the company value in this case) and market value of the prop-
erty and cash flows it was expected to generate for the Group.

15. Intangible assets

15.1. Intangible assets of the Group

The intangible assets of the group, their amortization, as well as their changes during the

current period are as follows:

Licenses,
Leasing trademarks
(a) AT COST Software rights etc. Total
Balance at 1/1/2004 715.518  1.390.965 6.192 2.112.675
Additions 79.371 330.000 409.371
Balance at 31/12/2004 794.889 1.720.965 6.192 2.522.046
Intangibles of sold subsidiary (Note 25) (900) (900)
Additions 145.245 914.995 480 1.060.720
Balance at 31/12/2005 939.234  2.635.960 6.672 3.581.866
Licenses,
(b) ACCUMULATED Leasing trademarks
AMORTISATION Software rights etc. Total
Balance at 1/1/2004 (364.314)  (344.638) (569) (709.521)
Amortisation charge (91.146)  (127.762) (308) (219.216)
Balance at 31/12/2004 (455.460)  (472.400) (877) (928.737)
Intangibles of sold subsidiary (Note 25) 202 202
Amortisation charge (110.216)  (149.768) (321) (260.305)
Balance at 31/12/2005 (565.474)  (622.168) (1.198) (1.188.840)
Licenses,

Leasing trademarks
(c) NET VALUES Software rights etc. Total
Balance at 1/1/2004 351.204  1.046.327 5.623 1.403.154
Balance at 31/12/2004 339.429  1.248.565 5.315 1.593.309
Balance at 31/12/2005 373.760  2.013.792 5.474 2.393.026

15.2. Intangible assets of the Company

The intangible assets of the company, their amortization, as well as their changes during the

defined period and former use, are as follows:
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(a) AT COST

Balance at 1/1/2004
Additions

Balance at 31/12/2004

Additions
Balance at 31/12/2005

(b) ACCUMULATED
AMORTISATION

Balance at 1/1/2004
Amortisation charge
Balance at 31/12/2004

Amortisation charge
Balance at 31/12/2005

(c) NET VALUES

Balance at 1/1/2004
Balance at 31/12/2004
Balance at 31/12/2005

Licenses,
Leasing trademarks
Software rights etc. Total
661.215 1.390.965 2.052.180
22.461 98.750 121.211
683.676 1.489.715 2.173.391
77.994 914.995 480  993.469
761.670 2.404.710 480 3.166.860
Licenses,
Leasing trademarks
Software rights etc. Total
(350.846) (344.638) (695.484)
(80.336) (119.058) (199.394)
(431.182) (463.696) (894.878)
(89.245) (139.351) (14) (228.610)
(520.427) (603.047) (14) (1.123.488)
Licenses,
Leasing trademarks
Software rights etc. Total
310.369 1.046.327 1.356.696
252.494 1.026.019 1.278.513
241.243 1.801.663 466 2.043.372

16. Other long term receivables

This account consists entirely of paid guarantees and long-term prepayments to building les-
sors and to public utility companies for access to their networks.

17. Inventories

The inventories of the consolidated balance sheet are analyzed as follows:

Merchandise
Finished goods

Raw and secondary materials and

consumables

31/12/2005 31/12/2004
51.274.541 27.843.144
252.416 367.568
773.460 1.455.083
52.300.417 29.665.795
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The inventories were valued at their cost of purchase with the exception of certain invento-
ries from previous periods of the parent company, which were recognised for at their net
realizable value, these inventories are as follows:

(a) at 31/12/2005:

Differ-
Cost Fair value ence
Merchandise 4.456.263 3.299.351 1.156.912

Raw and secondary materials

1.632.311 715.419 916.892
and consumables

6.088.574 4.014.770 2.073.804

(b) At 31/12/2004:

Cost Fair value Difference
Merchandise 3.510.075 2.808.060 702.015

3.510.075 2.808.060 702.015

The above net amount difference between the cost and the realizable value of these invento-
ries has affected negatively the results of operations for 2005 by 1.371.789 € and those of
years before 2004 by 702.015 €.

The inventories of the corporate (non-consolidated) balance sheet are analyzed below:

31/12/2005 31/12/2004

Merchandise 23.269.086 21.727.765
Finished good 252.416 367.568
Raw and secondary materials 215.420 1.419.681

and consumables
24.236.922 23.515.014

The inventories of the company recognised at their net realizable value and the relevant ef-
fects on operating results have been stated in detail in the previous paragraphs.

18. Accounts receivable and other current assets
This account is analyzed as follows:

18.1. Accounts receivable and other current assets of the Group:
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31/12/2005 31/12/2004

Trade receivables 60.298.570 45.806.454
Less: Provision for doubtful accounts (1.096.087) (877.742)
Amount paid for shares to be acquired 30.000
Receivables from the State 9.187.345 7.360.780
Dividends receivable 32.465 32.465
Guarantees paid 985 985
Prepaid expenses 1.198.365 288.936
Advances and loans to personnel 114.493 175.739
Advances to suppliers 3.378.307 2.429.338
Advances to associates and other receivables 1.923.774 1.880.103

75.068.217 57.097.058

“Receivables from the State” consist mainly of prepaid taxes.

The “Amount paid for shares to be acquired” account represents payments made by the
Group’s companies to corporations with which they already have, or intend to acquire a

holding.
“Trade receivables” are further analyzed as follows:

31/12/2005 31/12/2004

Customer receivables balance 17.862.019 14.855.429
Notes receivable in treasury 323.092 332.614
Notes receivable in the banks for liquidation 1.727.132 2.524.541
Notes receivable in the bank as collateral 5.974 3.555
Post-dated cheques receivable 29.300.305 26.490.988
Receivables from sales through credit cards 11.080.048 1.597.137
Operating income receivable 2.190

60.298.570 45.806.454
18.2. Accounts receivable and other current assets of the Company
This account consists of the following:

31/12/2005 31/12/2004

Trade receivables 60.980.471 50.464.347
Less: Provision for doubtful accounts (1.092.008) (641.848)
Receivables from the State 2.931.904 4.372.588
Dividends receivable 30.313 29.290
Guarantees paid 985 985
Prepaid expenses 517.973 159.511
Advances and loans to personnel 113.077 175.326
Advances to suppliers 863.131 1.049.469
Advances to associates and other receivables 567.486 1.490.749

64.913.332 57.100.417
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“Receivables from the State” consist mainly of prepaid taxes.
“Trade receivables” are further analyzed as follows:

31/12/2005 31/12/2004

Customer receivables balance 29.479.739 19.797.972
Notes receivable in treasury 317.647 319.184
Notes receivable in the banks for liquidation 1.727.132 2.524.541
Post-dated cheques receivable 28.069.105 26.358.132
Receivables from sales through credit cards 1.386.848 1.464.518

60.980.471 50.464.347

19. Cash and cash equivalents

The following table presents the cash and cash equivalents of the Group:

31/12/2005 31/12/2004

Cash in hand 1.204.011 917.693
Short term deposits 18.945.353 21.400.904
20.149.364 22.318.597

The cash and cash equivalents of the company are analyzed to the following:

31/12/2005 31/12/2004

Cash in hand 299.547 182.637
Short term deposits 6.236.476 11.507.519
6.536.023 11.690.156

The deposits generate a return based on the floating monthly interest rates for ba
its.

20. Interest-bearing loans and financial leases

nk depos-

The Group has entered into five long-term financial lease contracts for the acquisition of

buildings and equipment. The lease payments made by the Group on these leases
lated with a floating interest rate tied to the Euribor.

The Group has no long-term debt. All of the Group’s debt is short term and th

are calcu-

e interest

charged is based on a floating interest rate tied to the Euribor plus the spread charged by

the bank. No collateral has been provided for these loans.
The Group’s debt balance, including leases, is the following:
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31/12/2005 31/12/2004

Financial leases
Long term loans
Short term loans

Total

Less: long term portion

Short term portion

25.777.259  13.928.291
129.868

44.541.476  40.194.809

70.448.603  54.123.100

24.351.727  13.148.323

46.096.876  40.974.777

The obligations of the Group resulting from financial lease contracts are classified as follows,
on the basis of their repayment time horizon:

31/12/2005 31/12/2004
Less than one year 1.555.400 779.968
Between one and five years 6.787.860 3.463.577
More than five years 17.433.999 9.684.746
25.777.259 13.928.291

The balance of the company’s debt, including financial lease contracts, is the following:

31/12/2005 31/12/2004
Financial leases 12.464.213 588.751
Long term loans
Short term loans 39.359.652 35.899.341
Total 51.823.865 36.488.092
Less: long term portion 11.817.330 551.343
Short term portion 40.006.535 35.936.749

The liabilities of the company resulting from financial lease contracts are classified as follows,
on the basis of their repayment time horizon:

31/12/2005 31/12/2004
Less than one year 646.883 37.391
Between one and five years 2.843.523 164.313
More than five years 8.973.807 387.047
12.464.213 588.751

21. Other current liabilities

21.1. Other current liabilities of the Group

The other current liabilities that appear in the consolidated balance sheet are analyzed as
follows:
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Dividends payable

Salaries and wages payable

Third party compensation payable
Guarantees received

“Trade liabilities” are further analyzed as follows:

Accounts payable to suppliers
Promissory notes payable

Cheques payable

Advances from customers
Purchases / (returns) to be settled
Accrued expenses

21.2. Other current liabilities of the Company

31/12/2005 31/12/2004
57.469.125 23.170.138
992.907 677.017
315.837 307.744
35.935 22.158
651.981 416.198
249.351 34.681
59.715.136 24.627.936

31/12/2005 31/12/2004
35.989.964 8.337.878
119.434 182.652
12.199.366 4.080.075
9.027.289 10.395.841

(289.945)

423.017 173.692
57.469.125 23.170.138

The “Other current liabilities” included in the Company’s (non-consolidated) balance sheet
consist of the following:

Trade liabilities

Compulsory social security contributions payable

Dividends payable

Salaries and wages payable

Third party compensations payable
Guarantees received

“Trade liabilities” are further analyzed as such:

Accounts payable to suppliers
Promissory notes payable
Cheques payable

Advances from customers
Accrued expenses

31/12/2005 31/12/2004

16.171.552 17.380.697

662.007 612.423

251.775 238.254

16.859 11.347

57.306 104.032

31.710

17.159.499 18.378.463

31/12/2005 31/12/2004

5.103.986 6.117.685
119.434 182.652
2.256.987 705.657
8.679.444 10.235.243
11.701 139.460
16.171.552 17.380.697
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22. Provisions

The Group’s companies have formed three kinds of provisions for situations where the Group
has legal and/or estimated liability as a result of past events, that will result in the outflow of
funds and a reliable estimate of the liability can be calculated.

These provisions are re-examined at every balance sheet date, and are adjusted so that they
represent the current value of the expense that is expected to be incurred in order to cover
the liability.

The provisions that have been formed are the following:

22.1. Provisions of litigation provision

This provision is based on the fact that the Company has legal disputes with the State, and is
a reliable estimate of the funds the Company will be required to give out.

22.2. Restructuring provisions

As of November 2004 the Company has entered a period of restructuring its basic activities
due to the termination of the Nike products’ exclusive distribution in Greece and Cyprus, ef-
fective June 1, 2006. This provision is a reliable estimate made by the Company’s manage-
ment regarding the costs of restructuring. These costs will be incurred mostly during 2006,
but are based on restructuring plans the Company has formed since December 2004.

22.3. Forfeiture of penalties provision

This provision concerns the Attica Department Store company and is the result of the fact
that the company has assumed the obligation to pay certain amount of money, through legal
clauses to suppliers with which it has contractual agreements of partnership of the type
shops-in-a-shop, in case the partnership is dissolved before the contract expiration and un-
der certain conditions.

In detail, the changes in the “Provisions” account of the consolidated balance sheet are as
presented below:

Contract
Litigation Restructuring clauses Total
Balance at 1/1/2004 2.150.000 158.788 2.308.788
Charged to the provision 221.937 221.937
Balance at 31/12/2004 2.150.000 380.725 2.530.725
Charged to the provision 514.375
Balance at 31/12/2005 2.150.000 380.725 514.375  3.045.100

The changes in the “Provisions” item of the Company’s balance sheet are as follows:
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Litigation Restructuring Total

Balance at 1/1/2004 2.150.000 158.788 2.308.788
Charged to the provision 221.937 221.937
Balance at 31/12/2004 2.150.000 380.725 2.530.725
Balance at 31/12/2005 2.150.000 380.725 2.530.725

23. Reclassifications

The 1%, 2" and 3™ quarter financial statements of 2005 included “Contributions to defined
benefit plans” (see Note 36) in current liabilities. During the preparation of the attached fi-
nancial statements, this liability was reclassified to the more suitable section of long-term
liabilities. This re-arrangement has affected accordingly the balances at 31/12/2004.

24. Interest in subsidiary companies

This account, presented only in the company (non-consolidated) balance sheet, because in
the consolidated it is set off with in the equity of the consolidated subsidiary companies, is
analyzed as follows:

Participation
Company percentage 31/12/2005 31/12/2004

A&A Holdings SA 61,16% 10.654.319 10.654.319
Factory Outlet Airport SA 99,00% 3.029.400

Elmec Romania Srl 100,00% 2.968.803 2.968.803
Elmec Sport Bulgaria EOOD 100,00% 44.021 44.021
Chronosport SA 50,00% 117.392 117.392
Moustakis SAE 100,00% 943.650 943.650
Elmel E.LTD 51,00% 91.800
Attica Department Stores SA 25,00% 2.500.000 2.500.000
Ipirotiki SA 84,29% 24.230.847 19.486.026

44.488.432 36.806.011
All the above companies are valued at their acquisition cost.

“Attica Department Store SA”, in which the parent company directly owns less than 50% of
the voting rights, is classified as a subsidiary due to the fact that the Company exerts control
through combining the voting rights of “Ipirotiki SA”, which is a fully controlled subsidiary.

In the consolidated financial statements all the above companies are consolidated under the
method of full consolidation.

On November 18, 2005 the Company sold its total interest in EImel Com. Ltd. to third par-
ties. Thus, EImel Com. Ltd. is included in the consolidated financial statements only until the
date of its sale (see note 25).
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More information regarding the subsidiaries mentioned above is presented in the following
table:

Company Headquarters Activity
A&A Holdings SA Luxemburg Investments
Factory Outlet SA Greece Department stores’ management
Factory Outlet Airport SA Greece Department stores’ management
Elmec Romania Srl Romania Apparel & footwear retail & wholesale
Elmec Sport Bulgaria EOOD Bulgaria Apparel & footwear wholesale & retail
Chronosport SA Greece Watches wholesale
Moustakis SA Greece Apparel & footwear retail
Elmel Com. Ltd. Greece Apparel & footwear retail
Attica Department Stores SA Greece Department stores’ management
Ipirotiki SA Greece Department stores’ management

The changes in the balance of this item are presented below:

Balance at 1/1/2004 32.198.759
Ipirotiki SA share capital increase 2.107.252
Founding of Attica Department Stores SA 2.500.000
Balance at 31/12/2004 36.806.011
Ipirotiki SA share capital increase 4.744.821
Establishment of Factory Outlet Airport SA 59.400
Factory Outlet Airport SA share capital increase 2.970.000
Sale of Elmel Commercial Ltd (Note 25) (91.800)
Balance at 31/12/2005 44.488.432

During 2004, Ipirotiki SA performed a capital increase of 2.500.002 € with pre-emptive right
to existing stockholders. The Company paid its corresponding amount, i.e. 2.107.252 €, pre-
serving this way its interest in Ipirotiki at 84,29%. The flotation costs of this share capital
increase came to 27.500 € and were recognised directly in the equity of Ipirotiki. In the con-
solidated balance sheet, they were proportionally allocated to “Retained Earnings” and “Mi-
nority Interest”.

Attica Department Store was founded in January 2004 with a start-up capital of par
10.000.000 €, of which the Company contributed 2.500.000 €. The costs of the original capi-
tal came to 165.522 € and were directly recognised to the equity of Attica Department Store.
In the consolidated balance sheet they were proportionally allocated to “Retained Earnings”
and “Minority Interest”.

During 2005, Ipirotiki performed an increase capital of 5.629.215 € with pre-emptive rights
to existing stockholders. The Company contributed 4.744.821 €, retaining this way its
84,29% interest in the company. The costs came to 61.920 € and were directly recognised in
the equity of Ipirotiki. In the consolidated balance sheet, these costs were proportionally al-
located to “Retained Earnings” and “Minority Interests”.

Factory Outlet Airport SA was established in February 2005 with an original share capital of
60.000 € and later on performed two consecutive capital increases totalling to 3.000.000 €.
The Company paid a total of 3.029.400 € to acquire Factory Outlet Airport SA stock corre-
sponding to 99% of all stock of this company. The costs associated with the issuance of the
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start -up capital and the capital increases that followed, came to 33.606 € and were directly
recognised in the equity of Factory Outlet Airport SAE. In the consolidated balance sheet,
they were proportionally allocated to “Retained Earnings” and “Minority Interests”.

25. Sale of subsidiary - Divestiture

On November 18, 2005 the Company sold the total of its share in Elmel Com. Ltd to third
parties outside the Group for 91.800 €, settled in cash.

Elmel Ltd represented (in 31/12/2004 data) 0,13% of the consolidated operations, 0,02% of
the consolidated operating income and 0,2% of the consolidated assets. Therefore, its sale
will not significantly affect the Group’s accounts.

The net value of the assets at the time of sale and at 31/12/2004 was as follows:
18/11/2005 31/12/2004

Tangible assets 165.001 181.217
Intangible assets 698 774
Deferred tax assets 7.231 3.158
Other long-term receivables 7.900 7.900
Inventories 93.754 121.867
Trade and other receivables 3.755 14.843
Cash & cash equivalents 96.460 71.559
Suppliers and other liabilities (339.841) (309.361)
Current tax liabilities (220) (220)
Net value: 34.738 91.737

Gain on sale: 57.062

Sale price received: 91.800

The resulting gain on the sale of Elmel was recognised in the consolidated income statement
under the account “Financial income”.

The sale of this subsidiary resulted in a net cash outflow to the Groups cash & cash equiva-
lents, calculated as follows:

Sale price received 91.800
Cash & equivalents of sold subsidiary (96.460)
(4.660)

26. Investments available for sale

Investments available for sale represent the Group’s ownership share in non public compa-
nies, in which the Group does not exert significant control, and are analyzed in the tables
below:
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26.1. Investments of the Group

Direct
holding
Company (%) 31/12/2005 31/12/2004
Petros Stathis & Co 33,40% 80.160 0
Evenis SA 45,00% 0 26.415
Concept One SA 35,50% 0 0
Internet Store SA 25,00% 147.000 147.000
Leto SA 8,75% 338.328 338.328
Other companies 5.049 3.961
570.537 515.704
26.2. Investments of the Company
Direct
interest
Company percentage 31/12/2005 31/12/2004
Concept One SA 35,50% 0 0
Internet Store SA 25,00% 147.000 147.000
Leto SA 8,75% 338.328 338.328
Other companies 1.467 1.467
486.795 486.795

Although the Group has an interest of over 20% in Concept One SA, Internet Stores SA,
Evenis SA and Petros Stathis & Co companies, it does not exert significant control over these
companies due to the existence of other shareholders that fully control them.

The companies mentioned above are valued at their fair values on the balance sheet date,
with the use of models assigning the net future cash flows that correspond to the Group’s
interest, and the gain or loss is directly transferred to equity. Everything mentioned in note
14 regarding valuation methods applies also here.

The fair value of Concept One SA at 31/12/2003 was estimated to be zero (the acquisition
cost for this company was 1.047.250 €). The fair value of Evenis SA was estimated to be
zero as well at 31/12/2005 (the acquisition cost of this company was 26.415 €). Based on
the expected future cash flows, Leto SA was valued at 338.328 €, whereas its acquisition
cost was 1.367.102 €.

The remaining companies are presented at acquisition cost, since this is estimated not to dif-
fer significantly from their fair values, in this period as well as in the previous.

As far as the parent company is concerned, the balance of the account “Investments avail-
able for sale” remained unchanged, both in the current and in the previous period.

The changes in the consolidated balance of this account are as follows:
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Balance at 1/1/2004 515.704
Balance at 31/12/2004 515.704
Establishment of Petros Stathis & Co 20.040
Establishment of MicroCom DOI 1.088
Petros Stathis & Co share capital increase 60.120
Impairment of Evenis SA (26.415)
Balance at 31/12/2005 570.537

27. Investments at fair values included in income statement

This account comes entirely from the assets of the mother company and consists of shares
of companies listed in the Athens Stock Exchange (ASE), mainly those of the “Hellenic Duty
Free Shops SA” company.

The shares are valued at their closing prices at the last session of the ASE before the balance
sheet date. The gains and losses that result from this valuation are recognized in the income
statement.

The detailed changes in this account are the following:

Hellenic

Duty Free Other

Shops SA stocks Total
Balance at 1/1/2004 14.688.093 268.848 14.956.941
Impairment of share values (286.649) (16.100) (302.749)
Sale of shares (11.264.405) (231.788) (11.496.193)
Balance at 31/12/2004 3.137.039 20.960 3.157.999
Readjustment of share values 396.567 396.567
Impairment of share values (5.000) (5.000)
Sale of shares (390.600) (390.600)
Balance at 31/12/2005 3.143.006 15.960 3.158.966

28. Derivative financial instruments

The Company enters into forward contracts, buying dollars against euros, to hedge against
possible losses from dollar revaluation against the euro. Usually, the amounts of these con-
tracts do not go beyond 75% of the expected liabilities of the Company in dollars for a given
period.

The financial derivatives used by the Group do not meet the requirements set by the IFRS
for application of hedging accounting policies.

The Company applies IAS 32 and IAS 39 since January 1, 2005. At that date, the Company
valued all the forward contracts in effect at current fair values. A loss amounting to 329.892
€, resulting from this valuation, was credited to the “Derivatives” account” of the liabilities.
At the same time the corresponding deferred tax asset of 98.223 € was recognised.
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At 31/12/2005, all the contracts that were in effect at 1/1/2005 had already expired, result-
ing in a gradual decrease of the balance of the “Derivatives” account, until it was zero, cred-
iting the income account named “Gains from derivatives” that is included in the “Financial
income” item of the income statement.

During, 2005, new forward dollar contracts were signed. Of these, all the contracts that were
in effect at 31/12/2005 were valued at current fair values. From this valuation earnings
amounting to 75.003 € resulted, that are presented in the item “Derivatives” of the assets,
again crediting the income account “Gains from derivatives”. This way, “Gains from deriva-
tives” for this period amount to 467.895 €.

29. Share capital

The share capital of EImec Sport amounts to 33.240.000 € and is divided to 55.400.000
shares of 0,60 € par value. No change in share capital has occurred during this period, or the
previous one.

30. Reserves

The following classes of reserves are included in the equity accounts:

30.1. Regular reserves

Concerning the companies of the Group based in Greece, the regular reserve is formed un-
der the mandate of commercial legislation at the end of every profitable period. This reserve
is calculated as 5% of profits, free of accumulated losses, income tax, and any additional
taxes from previous period tax audits. Concerning the Group companies based abroad, the
regular reserve is formed under the prevailing commercial legislation in those countries.

30.2. Tax exempt reserves

They are formed through the application of special tax laws regarding profits and are tax ex-
empt as long as they are not distributed.

30.3. Reserves for extraordinary purposes

They are formed under special circumstances, such as the change in the denomination of the
par value of stocks from drachmas to euros and the rounding resulting from this change.

30.4. Own-stock reserve

It was formed due to the relative legislation when the Company acquired own-stock, and it
was distributed when the Company sold its own-stock.

The changes in the reserves of the consolidated balance sheet were as follows:
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Tax Own-

Regular Extraordinary exempt stock
reserves reserves reserves reserve Total

Balance at 1/1/2004 3.855.483 198.387 9.938.370 240.788 14.233.028
Formed from current earnings 758.464 1.061.253 1.819.717
Formed from retained earnings 138.307 138.307
Balance at 31/12/2004 4.752.254 198.387 10.999.623 240.788 16.191.052
Foreign exchange differences 4.120 4.120
Formed from current earnings 623.631 623.631
Reserves dissolution (240.788) (240.788)
Formed from retained earnings 959.372 959.372
Balance at 31/12/2005 6.339.377 198.387 10.999.623 0 17.537.387

Following are the changes in the reserves of the Company:

Tax Own-
Regular exempt stock
reserves reserves reserve Total
Balance at 1/1/2004 3.660.775 9.916.959 240.788 13.818.522
Formed from earnings 583.781 1.061.253 1.645.034
Balance at 31/12/2004 4.244.556 10.978.212 240.788 15.463.556
Formed from earnings 541.436 541.436
Reserves Dissolution & transfer to Retained Earnings (240.788) (240.788)
Balance at 31/12/2005 4.785.992 10.978.212 0 15.764.204

31. Translation differences

This item is the result of the translation of the financial statements of the subsidiary compa-
nies EImec Romania SRL, which have been originally drawn-up in RON, and Elmec Sport Bul-

garia EOOD, which were originally drawn-up in BGN.

For each company, this entry is analyzed as follows:

31/12/2005 31/12/2004

Elmec Romania SRL (497.317) (677.524)
Elmec Sport Bulgaria EOOD 78 78
(497.239) (677.446)

Concerning Elmec Romania SRL, the currency retranslation differences of consolidation result

from the following:
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31/12/2005 31/12/2004
Share capital in RON 9.087.900 9.087.900
Exchange rate €/RON at the end of the fiscal year 3,6771 3,9663
Share capital in € at the balance sheet date 2.471.486 2.291.279
Share capital in € at the date deposited 2.968.803 2.968.803
Arising translation difference (497.317) (677.524)
Decrease/(increase) of translation difference during period 180.207 81.025

Concerning EImec Romania SRL, the currency retranslation differences of consolidation result

from the following:

31/12/2005 31/12/2004
Share capital in BGN 86.250 86.250
Exchange rate €/BGN at fiscal year end 1,95583 1,9558
Share capital in € at the balance sheet date 44.099 44.099
Share capital in € at the date deposited 44.021 44.021
Arising translation difference 78 78
Decrease/(increase) of translation difference during period 0 0

32. Minority rights

An analysis of the minority interests’ changes is presented in the table below:
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Factory Factory Chrono

Outlet Airport sport Elmel Attica Ipirotiki Total
Balance at 31/12/2003 4.361.972 130.269 49.469 2.315.503 6.857.213
Deferred Taxes Included in Equity 105.981 22.317 4.125 132.423
Capital Issue Expenses (89.266) (4.320) (93.586)
Profits After Taxes 956.255 2.200 (278.558) (138.223) 541.674
Capital Issue 5.000.000 392.750 5.392.750
Distributed dividend (40.200) (10.110) (4.518) (54.828)
Balance at 31/12/2004 5.384.008 122.359 44.951 4.654.493 2.569.835 12.775.646
Deferred Taxes Included in Equity 34 (8.191) (8.157)
Capital Issue Expenses (134) (9.728) (9.862)
Various income/(expenses) recognized in equity (57) (57)
Profits After Taxes 661.838 (205) 15.695 (44.951) 855.698 (96.424) 1.408.672
Capital Issue 884.394 884.394
Distributed dividend (33.750) (1.0249) (34.774)
Balance at 31/12/2005 6.012.039 (305) 137.030 5.502.000 3.348.077 15.015.862
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33. Dividends

According to Greek commercial legislation provisions, companies are obliged to distribute
dividends corresponding to at least 35% of the earnings after taxes and reserves required by
law, or an amount representing 6% of the issued share capital, whichever of the two is
greater. The non-distribution of dividends is a decision subject to the approval of all the
shareholders of the Company. The Greek commercial legislation also demands that the fol-
lowing conditions are met for a dividend distribution to take place:

e No dividend distribution to the shareholders is allowed in the event that the net posi-
tion of the Company as it appears in the balance sheet after the distribution is less
than the equity including the retained earnings.

e No dividend distribution is allowed if the net value of the intangible assets is greater
than the reserves for extraordinary purposes plus the current balance of retained
earnings.

On April 2005, the Board of Directors of the Company proposed a dividend of a 4.155.000 €
(0,075 € per share). This proposal was approved by the Annual General Meeting of the
Shareholders that took place on June 24, 2005. The distribution of the dividend to the share-
holders began on August 23, 2005.

During the Board Meeting when the financial statements presented here were approved, the
Board of Directors decided unanimously to propose to the Annual General Meeting of the
Shareholders a dividend distribution of 3.601.000 € (0,065 € per share) from the earnings of
this period (1/1 —21/12/2005).

This declared dividend is included in the equity of the attached balance sheet.

34. Adjustments for IFRS first adoption

The tables below present the change in the Group’s equity capital that came as a result of
the IFRS application, at 1/1/2004 (date of transition) and at 1/1/2005 (first day of the first
fiscal year):
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34.1. Group equity adjustments

1/1/2005 1/1/2004

Total equity according to Greek Accounting Principles 80.804.939 69.041.117
Re-estimation of depreciation and amortization 12.001.432 8.735.293
Fixed assets write-offs (5.463.227) (1.298.140)
Reversal of asset revaluation based on Law 2065 (1.972.290) (2.935)
Recognition of financial leases 1.320.302 35.567
Re-estimation of contributions to defined benefit plans 1.244.910
Reversal of provision for exchange losses 169.908 2.069.908
Re-estimation of provision for doubtful accounts (53.205) 462.200
Litigation provision (1.900.000)
Reversal of provisions for extraordinary expenses and risks 62.974 62.974
Recognition of gains from foreign exchange differences 521.616 868.032
Re-estimation of financial assets (1.047.449) (1.047.053)
Re-estimation of receivables and payables (24.290) (12.468)
Recognition on deferred taxes 197.289 (686.335)
Recognition of goodwill 7.686.756 7.391.104
Retroactive consolidation of Ipirotiki SA & Attica Dpt. Stores SA 5.125.139 (194.071)
Re-classification of proposed dividend 4.155.000 3.878.000
Total equity according to IFRS 104.729.804 87.403.193
34.2. Company equity adjustment

1/1/2005 1/1/2004
Total equity according to Greek Accounting Principles 78.687.327 71.075.013
Re-estimation of depreciation and amortization 8.859.737 6.776.668
Fixed assets write-offs (1.252.461) (1.267.602)
Reversal of asset revaluation based on Law 2065 (800.985) (2.935)
Recognition of financial leases 62.135 35.946
Re-estimation of contributions to defined benefit plans 1.244.910
Reversal of provision for exchange losses 169.908 2.069.908
Re-estimation of provision for doubtful accounts 182.689 604.651
Litigation provision (1.900.000)
Recognition of gains from foreign exchange differences 521.616 868.032
Re-estimation of financial assets (1.047.250) (1.047.250)
Recognition of deferred taxes (177.721) (237.163)
Re-classification of proposed dividend 4.155.000 3.878.000
Total equity according to IFRS 90.604.905 80.853.268

Also, the earnings of the period 1/1 — 31/12/2004 recorded under the IFRS are different than

those recorded under the Greek Standards (GS). The differences are as follows:
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Group Company

Profits/(losses) after taxes according to the Greek Standards 14.040.044 10.969.263
Re-estimation of depreciation and amortization 2.174.915 2.083.075
Fixed assets write-offs (10.048) (10.048)
Sale of written-off fixed assets 25.191
Recognition of financial leases 26.189 26.189
Re-estimation of Employee Defined Benefit Plans 1.244.909 1.244.909
Re-estimation of doubtful accounts (520.203)  (421.962)
Deferred taxes (64.169)  (140.071)
Recognition of gains from foreign exchange differences (346.416)  (346.416)
Retroactive consolidation of Ipirotiki SA & Attica Dpt. Stores SA (1.114.794)

Profits/(losses) after taxes according to the IFRS 15.430.427 13.430.130

Further information on the above differences is presented below:

Re-estimation of depreciation and amortization

Before the application of the IFRS, depreciation and amortization were calculated based on
depreciation factors specified by the tax authorities, which were in most cases higher than
those deemed appropriate by the Group for the application of the IFRSs.

Write-off of Fixed Assets

Fixed assets (mostly intangibles) not meeting the recognition requirements of the IFRS were
written-off.

Assets Impairments

According to Greek Tax legislation, the value of land and buildings is adjusted every four
years on non-sector indexes specified by the appropriate state conventions. The most recent
adjustment of this type, that took place in December 31, 2004, was reversed during the
preparation of the attached financial statements, given the fact that it does not meet the re-
quirements of the IAS 16.

Financial Leases

The leases transferring to the Company all the risks and benefits associated with the leased
asset are capitalized at the start of the lease at the fair value of the leased asset or, if that is
lower, at the present value of the minimum lease payments. The lease payments are allo-
cated between financial expenses and the reduction of the principal, so that a stable interest
rate can be achieved on the remaining balance. The financial expenses are directly recorded
in income statement. Before the application of IFRS the total amount of lease payments was
recorded in the income statement.

Re-estimation of provisions

Provisions the Group had formed according to the prevailing accounting standards prior to
the IFRS were revaluated and their amounts were revised.

Foreign exchange differences

Prior to the application of IFRS, the currency translation differences from the valuation of
assets and liabilities were not recognised in the income statement of the period they were
realized, but in the following one. With the application of IFRS all the currency translation

81



ELMEC SPORT SA Industrial Commercial Technical
Notes to the Annual Financial Statements of 31.12.2005
(The amount in all the tables are expressed in EUROS)

differences from the valuation of assets and liabilities are recognised in the income state-
ment of the period during which the valuation was performed

Re-classification of proposed dividend

Prior to the application of IFRS, the proposed to the Annual General Meeting of Shareholders
dividends were recognized as a liability. With the introduction of IFRS the proposed divi-
dends remain in the equity until their final approval by the Annual General Meeting of Share-
holders.

Recognition of goodwill

Prior to the application of IFRS, goodwill resulting from the consolidation of subsidiaries had
been subtracted directly from equity. Under the IFRS, goodwill was recognized as an asset
and is subject to impairment control.

Impairment of financial assets

Companies in which the Group does not exert significant control were classified as “Invest-
ments available for sale” and were revalued at their fair values.

Retroactive consolidation of "Ipirotiki SA" and "Attica Department Stores SA"

The above companies, which were excluded from consolidation according to Greek account-
ing standards, were consolidated retroactively from the date the Group acquired them.

35. Related parties

During the current fiscal year, compensations amounting to 194.400 € were paid to the
members of the Board of Directors.

The Company trades with affiliated companies, and specifically sells large volumes of mer-
chandise to its subsidiary companies in the process of its usual commercial activities.

More specifically, the Company sells products (mainly footwear, apparel and accessories) to
its subsidiaries, so that they can market the products at their own area of activity, where the
Company would face difficulties and/or high costs to make direct sales.

The transactions mentioned above are performed under the prevailing trade conditions, con-
sidering the size and power of these companies. The unsettled balances at fiscal year end
are not secured and the settlements are made in cash. No collateral has been received or
offered for the claims described above. The Company has not formed any allowances on re-
ceivables from affiliated companies.

Furthermore, the Group engages in small transactions with the Company’s members of the
Board of Directors and with companies of their interest. These transactions take place under
the usual trade conditions.

The sale of merchandise and services from the Group to subsidiaries are as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Concept One SA 431.507 551.563
BoD members and their companies 148.846 4.245
580.353 555.808
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The sale of merchandise and services from the Company to its subsidiaries are as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Factory Outlet SA 271.884 63.450
Elmec Romania SRL 7.925.106 5.725.864
Elmec Sport Bulgaria EOOD 1.481.458 1.183.291
Chronosport SA 137.975 152.586
Moustakis SA 926.267 901.838
Elmel Com. Ltd 48.646 8.776
Attica Department Stores SA 2.537.999
Concept One SA 431.507 551.563
BoD members and own companies 148.846 4.245
13.909.688 8.591.613

The purchase of merchandise and services by the Group from its subsidiaries is as follows
(transactions between consolidated companies have been eliminated):

1/1- 1/1-
31/12/2005 31/12/2004
BoD members and their companies 376.347 1.579.996
376.347 1.579.996

The purchase of merchandise and services by the Company from its affiliates is as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Factory Outlet SA 684.297 646.754
Elmec Romania SRL 2.790
Chronosport SA 23.097 44.861
Attica Department Stores SA 386.638
BoD members and own companies 354.929 1.557.152
1.448.961 2.251.557

The receivables and liabilities of the Group from / to the subsidiaries are as follows (balances
between consolidated companies have been eliminated):

Receivables Payables
31/12/2005 31/12/2004 (31/12/2005 31/12/2004
Concept One SA 404.038 408.469
Internet Store SA 24.573
Evenis SA 41.388 32.465
BoD members and own companies 248.777 50.076 324.941 372.105
694.203 491.010 349.514 372.105

The receivables and payables of the Company from/to its subsidiaries are the following:
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Receivables Payables
31/12/2005 31/12/2004 | 31/12/2005 31/12/2004
Factory Outlet SA 33.394 41.919 173.321
Elmec Romania SRL 8.450.043 3.638.432 2.814 2.477
Elmec Sport Bulgaria EOOD 1.565.942 1.377.179 840
Chronosport SA 93.003 199.724 19.160 661
Moustakis SA 1.291.478 1.226.010
Elmel Com. Ltd. 305.585
Attica Department Stores SA 2.068.545 79.530
Concept One SA 404.038 408.469
Internet Store SA 24.573
BoD members and own companies 242.734 50.075 324.941 316.508
14.115.783 7.238.868 493.777 492.967

36. Salaries, wages and contributions to defined benefit plans

At 31/12/2005 the Group had 1.556 employees as opposed to 991 employees at 31/12/2004.
The corresponding figures for the Company are 674 as opposed to 681 employees.

In the items “Cost of sales”, “"Administrative Expenses” and “Distribution Expenses” of the
consolidated income statements salaries and other benefits to personnel are included and

are analyzed as in the table below:

1/1- 1/1-

31/12/2005 31/12/2004

Salaries and wages 16.645.735 11.964.110
Compulsory social security contributions 4.247.878 2.889.896
Compensations 210.174 163.377
Provision of contributions to defined benefits plans 214.177 12.255
Other benefits 243.903 142.556
21.561.867 15.172.194

Allocated to cost of sales 515.887 539.390
Allocated to administrative expenses 3.298.175 2.425.453
Allocated to distribution expenses 17.747.805 12.207.351
21.561.867 15.172.194

The items “Administrative Expenses” and "“Distribution Expenses” of the Company’s income
statement include salaries and other benefits to that are included and analyzed as follows:

84



ELMEC SPORT SA Industrial Commercial Technical
Notes to the Annual Financial Statements of 31.12.2005
(The amount in all the tables are expressed in EUROS)

1/1- 1/1-
31/12/2005 31/12/2004
Salaries and wages 11.194.394 10.119.452
Compulsory social security contributions 2.778.296 2.423.097
Compensations 186.338 159.530
Contributions to personnel defined benefit plans 116.504
Other benefits 215.714 135.756
14.491.246 12.837.835
Allocated to administrative expenses 2.151.557 1.882.345
Allocated to distribution expenses 12.339.689 10.955.490
14.491.246 12.837.835

36.1. Social security contributions

The contributions made by the Group to the statutory pension funds (“employer contribu-
tions”) have been charged on the income statement, as is evident from the tables above.

36.2. Provision of contributions to defined benefit plans

According to the provisions of labour law, the employees are entitled to compensation in
case of dismissal or retirement. The amount of the compensation varies depending on wage,
years of service and the manner of departure (justified dismissal, unjustified dismissal, re-
tirement) of the employee. The payable compensation in case of retirement equals 40% of
the compensation payable in case of unjustified dismissal. In Greece, under domestic prac-
tices, these schemes are not financed but are defined benefit plans according to IAS 19.

The amount of the liability recorded in the balance sheet consists entirely of the present
value of non-financed liabilities as in the case of defined benefit plans described above.

The change of this liability was the following:

Group Company

Balance at 1/1/2004 496.170 449.215
Amount charged in the income statement 12.255

Balance at 31/12/2004 508.425 449.215
Amount charged in the income statement 214.177 116.504
Balance at 31/12/2005 722.602 565.719

The amounts related to the liability that have been recognized in the consolidated income

statement are the following:
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1/1- 1/1-
31/12/2005 31/12/2004
Current service cost 194.297 12.255
Interest on liability 22.461
Actuarial losses / (profits) (2.581)
214.177 12.255

The amounts related the liability above that been recognized in the income statement of the
Company are as follows:

1/1- 1/1-
31/12/2005 31/12/2004
Current service cost 96.624
Interest on liability 22.461
Actuarial losses / (profits) (2.581)
116.504 0

37. Contingent liabilities

The Group’s companies have provided third parties with letters of guarantee amounting to
18.346.393 € (2004: 18.346.393 €) to ensure those parties on the liabilities of the Group to-
wards them. These liabilities are the result of contractual agreements and do not appear in
the consolidated balance sheet.

The corresponding amount for the parent company is 9.142.393 € (2004: 9.142.393 €).

Glyfada, March 20, 2006

Chairperson of the Board of Directors The Managing Director

Lucy Fais Sam Fais
Identification Number

X 091240

Identification Number
X091336

The Chief Accountant

Theodora kalopastou
Identification Number
T 542192
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