INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF THE PUBLIC COMPANY "GUBERMJ

1. We have audited the accompanying financial statésnarthe Public Company "Gubernija”, which
comprise the balance sheet as of December 31, @@0grofit (loss) statement, the statement of gasimn
equity and the cash flow statement for the yedrethded, and a summary of significant accountinigipe
and other explanatory notes.

2. Management is responsible for the preparation aimgfesentation of these financial statements in
accordance with the International Financial Repgr&tandards. This responsibility includes: designi
implementing and maintaining internal control r@let/to the preparation and fair presentation @friamal
statements that are free from material misstatenadr@ther due to fraud or error; selecting andypg|
appropriate accounting policies; and making aceogmistimates that are reasonable in those ciramoes.

3. Our responsibility is to express an opinion onéHegancial statements based on our audit. We atedu
our audit in accordance with the International 8tads on Auditing. These standards require that we
comply with ethical requirements, plan and perféneaudit to obtain reasonable assurance whetéer th
financial statements are free from the materiastaisment.

4. An audit involves performing procedures to obtaidievidence about the amounts and disclosurteein
financial statements. The procedures selected depethe auditor's professional judgment, includivey
assessment of the risks of the material misstateaiehe financial statements, whether due to fraud
error. In making those risk assessments, the auzbitwsiders the internal control relevant to thitge
preparation and fair presentation of the finansiatements in order to design audit proceduresatteat
appropriate in the circumstances, but not for tiip@se of expressing an opinion on the effectivenéthe
entity's internal control. An audit also includesleating the appropriateness of the accountingipsl
used and the reasonableness of accounting estimatiessby management, as well as evaluating thalbver
presentation of the financial statements. We beltaat the audit evidence we have obtained iscserfft
and appropriate to provide a basis for our auditiop.

5. In our opinion, the financial statements in alinsiigant cases give a true and fair view of theficial
position of the Public Company "Gubernija" as otBmber 31, 2006, and of its financial performanmak a
its cash flows for the year that ended in accoreavith the International Financial Reporting Stadda

6. Without further qualifying auditor's opinion, weaalv attention to the observations of explanatorg not
which reveal that the Company during the yearéhated in December 31, 2006, received net lossiof 4,
min. litas, and Company's short term liabilitiecegded short term assets by 6,4 min. litas. These
circumstances show that significant indetertiama remains, which could cause doubts abwait
Company's ability to continue the activity.

7. Besides that, we estimated whether the dat@pred in the annual report of 2006 coincide with th
financial statements. We did not notice any mdtarisstatement in the annual report of 2006 ofRbblic
Company "Gubernija" in comparison with the audftedncial statements.

23, February, 2007
Siauliai

Grazina RIBINSKIENE
The auditor (Cert. No 000234)



AB GUBERNIJA, 144715765

(imores pavadinimas)

DVARO 179, SIAULIAI

(imores kodas, adresas, kiti duomenys)

2006 m. gruodzio 31 d. BALANSAS/ BALANCE SHEET

(finansires atskaitomybs sudarymo data)

2006-01-01..2006-12-31

(ataskaitinis laikotarpis)

PATVIRTINTA
20 m.
protokolo Nr.
2007-03-05 Nr.
Litas/in Litas

Praje finansiniai

TURTAS/ ASSETS Pasta- bo F|n§n3|n|ql metai/ Previous
Nr./ Notes|metai/ Finanncial yegr . .
financial year
A. ILGALAIKIS TURTAS/ Long term assets 3972524 44 937 82
I NEMATERIALUSIS TURTAS / INTANGIBLE ASSETS 363 48! 23 36¢
1.3 |Patentai, licencijos/ Licences and patents 1 272 500
1.4 |Programig jranga/ Computer software 83 364 5153
1.5 |Kitas nematerialus turtas/ Other intangible assets 7 625 18 212
Il MATERIALUSIS TURTAS/ TANGIBLE ASSETS 2 3872478 44 225 84
1.2 |Pastatai ir statiniai / Buildings & Plant 12973173 13 411 407
I1.3 |Masinos irirengimai / Machinery & equipment 22 430 766 26 798 655
I1.4 |Transporto priemass / Vehicles 636 659 712 423
Il.5 |Kita jranga, prietaisairankiai irirengimai / Other property, plant and
equipment 2348 774 2253814
11.6 [Nebaigta statyba/ Construction in progress 375 453
1.7 [Kitas materialusis turtas / Other tangible as 335 41t 674 09!
Il FINANSINIS TURTAS / FINANCIAL LONG - TERM ASSETS 3 17 100 17 100
I1l.4 |Kitas finansinis turtas/ Other financial assets 17 100 17 10(
V. KITAS ILGALAIKIS TURTAS/OTHER TANGIBLE ASSETS 4 619 87: 67151
V.1 Atidéto pelno mokeso turtas/Diferend profit taxes assets 619 871 67151
B. |TRUMPALAIKIS TURTAS/ Short term assets 12 509 86 12 291 63
ATSARGOS, ISANKSTINIAI APMOK EJIMAI IR NEBAIGTOS
I VYKDYTI SUTARTYS/ STOCK AND CONTRACTS IN
PROGRESS 4 455 192 5 323 666
1.1  |Atsargos/ Inventories 5 4023 99. 4 656 041
111 Zaliavos ir komplektavimo gaminiai/ Raw materials @otisumable) 2993464 3455085
1.1.2 Nebaigta gamyba/ Work in progress 393 839 504 147
1.1.3 Pagaminta produkcija/ Finished goods 618 348 687 505
1.1.4 Pirktos preks, skirtos perparduoti/ Goods for resale 18 343 9 303
1.2 |ISankstiniai apmaimai/ Prepayments 6 431 198 667 626
1.3 |Nebaigtos vykdyti sutartys/ Contracts in progress
PER VIENERIUS METUS GAUTINOS SUMOS/ AMOUNTS
Il RECEIVABLE WITHIN ONE YEAR 7 666 112 6 967 971
I1.1 [Pirkéju isiskolinimas / Trade debtors 7 7 655 220 6 956 087
11.3 [Kitos gautinos sumos / Other amounts receivable 8 10 892 11 884
PINIGAI IR PINIG U EKVIVALENTAI/ CASH IN BANK AND IN
V. HAND 9 388 561 369 287
TURTO IS VISO / TOTAL ASSETS: 52 235 11 57 598 74




Prajg finansiniai

NUOSAVAS KAPITALAS IR ISIPAREIGOJIMAI/ Capital and Pasta- bo Finansiniai . .
A . metai/ Previous
reserves Nr./ Notes|metai/ Finanncial yegr .
financial year
C. NUOSAVAS KAPITALAS / SHAREHOLDERS CAPITAL 14 310 524 18 607 837
I KAPITALAS/ CAPITAL
1.1 |Istatinis (pasiraSytasis) / Subscribed capital 10 21 786 000 21 786 000
1.4 |Savos akcijos/ Own Shares (-)
PERKAINOJIMO REZERVAS (REZULTATAI)/ REVALUATION
Il RESERVE 11 3323 389 3882 373
11 REZERVAI/ RESERVES
I1l.1 |Privalomasis rezervas/ Legal reserve
IIl.2 [Savoms akcijomgsigyti/ Reserve for acquiring own shares
I11.3 [Kiti rezervai/ Other reserves
NEPASKIRSTYTASIS PELNAS (NUOSTOLIAI) PROFIT (LOSS)/
V. BROUGHT FORWARD 12 (10 798 865) (7 060 536)
Ataskaitiny mety pelnas (nuostolis)/ Protfit (loss) of the reporting y
V.1 |profit (3 738 329) (3 122 537)
IV.2 |Ankstesni; mety pelnas (nuostolis)Profit (loss) of the previous year (7 060 536) (3937 999)
MOK ETINOS SUMOS IR ISIPAREIGOJIMAI/ Amounts payable
E. and liabilities 37 924 589 38990 912
PO VIENERI Y MET U MOK ETINOS SUMOS IR ILGALAIKIAI
l. ISIPAREIGOJIMAI/ Amounts payable after one year and long term 13
liabilities 19 040 670 19 498 551
1.1 [Finansires skolos/ Financial debts 17 950 838 18 220 301
Lizingo (finansires nuomos) ar panasisipareigojimai/ Leases ai
111 similar obligations 87 284
1.1.2 Kreditinems institucijoms / Credit institutions 17 950 838 18 130 384
1.1.3 Kitos / Others 2 63:
1.5 [Atidétieji mokegiai/ Deferred taxes 1089 832 1278 250
L6 Kitos mokétinos sumos ir ilgalaikiai jsipareigojimai/ Other amounts
"~ |payable and non-current liabilities
PER VIENERIUS METUS MOK ETINOS SUMOS IR
1. TRUMPALAIKIAI  [SIPAREIGOJIMAI/ Amounts payable in one
year and short term liabilities 18 883 919 19 492 361
1.1 |llgalaikiy skoly einamyjuy mety dalis/ Current portion of non-current debts 14 3246 587 6 039 874
I1.2 [Finansires skolos/ Financial debts 2779 94, 3797 18I
11.2.1]Kreditinems institucijoms / Credit institutions
11.2.2|Kitos skolos/ Other debts 2779 94, 3797 18I
11.3 |Skolos tiekjams/ Trade amounts payable 6 077 47. 5963 82
1.5 |Pelno mokeso isipareigojimai/ Profit tax liabilities
L6 Su d_arbo santykiais susijsipareigojimai./ Liabilities related with laboyr 1725 916 1634 169
relations
1.7 |Atid¢jiniai/ Provisions
I8 Kitos molketinos sumo.s |r.Frlumpalalquslparelgopma|/ Other amoun 5 054 000 5 057 317
payable and current liabilities
NUOSAVO KAPITALO IR [SIPAREIGOJIM U, 52 235 113 57 508 749

IS VISO/ TOTAL EQUITY AND LIABILITIES:

Generalinis direktorius

(imores administracijos vadovo pargigavadinimas)

(paraSas)signature

Romualdas Dunauskas
vardas,pavai{name, surname)




AB GUBERNIJA, 144715765

(imores pavadinimas)
DVARO 179, SIAULIAI

(imores kodas, adresas, kiti duomenys)

PATVIRTINTA
20 m. d.
protokolo Nr.

2006 m. gruodzio 31 d. PELNO (NUOSTOLI U) ATASKAITA/
INCOME STATEMENT

2006-01-01..2006-12-31
(ataskaitinis laikotarpis

(finanstsiatskaitomybs sudarymo data) 2007 03 05 Nr.

Litas/in Litas

Pasta- Finansiniai Praje finansiniai
Straipsniai/ Items bos | metai/ Finanncial| metai/ Previous
Nr./ year financial year
l. PARDAVIMO PAJAMOS/ SALES 18 52 395 801 54 818 751
Il. PARDAVIMO SAVIKAINA/ COST OF SALES 19 39912 302 41 220 338
Ill.  BENDRASIS PELNAS (NUOSTOLIAI)/ GROSS PROFIT 12 483 499 13598 413
IV. |VEIKLOS S ANAUDOS / OPERATING EXPENSES 20 15 401 572 16 890 993
IV.|Pardavimo/ Sales 10 883 063 12 151 351
IV.]|Bendrosios ir administracis/ General and administrative 4518 509 4739 642
TIPIN ES VEIKLOS PELNAS (NUOSTOLIALI) /
V. OPERATING PROFIT (2918 073) (3 292 580)
VI. [KITA VEIKLA/ OTHER OPERATIONS 21 (3680) 10 390
VI.|Pajamos/ Income 32 320 288 165
VI.]18laidos/ Expenses 36 000 277 775
FINANSINE IR INVESTICIN E VEIKLA/ FINANCIAL
VIl. |AND INVESTING ACTIVITIES 22 (1512 332) (1 242 889)
VIl|Pajamos/ Income 13 805 63 002
VIl|1Slaidos/ Expenses 1526 137 1 305 891
PELNAS (NUOSTOLIAI) PRIES APMOKESTINIM A/
Xl. |[CURRENT YEAR PROFIT BEFORE TAXES (4 434 085) (4 525 079)
Xll. PELNO MOKESTIS/ PROFIT TAX 23 31181 379 836
GRYNASIS PELNAS (NUOSTOLIAI)/ NET PROFIT OF
Xlll. |CURRENT YEAR (4 402 904) (4 145 243)

Gen. direktorius

(imorés administracijos vadovo pareig

paraSas( signature)

pavadinimas)

Romualdas Dunauskas

vardas ir pavard(name, surname)




AB GUBERNLUJA, 144715765

(imores pavadinimat

DVARO 179, SIAULIAI

2006-01-01..2006-12-31
(ataskaitinis laikotarpi:

(imores kodas, adresas, kiti duomenys)

2006 m. gruodzio 31 d

PATVIRTINTA

20

protokoEN r.

NUOSAVO KAPITALO POKY CIﬁATASKAITN

( atskaitomyts sudarymo data) 2007

Nr.

STATEMENT OF CHANGES IN EQUITY
03 05

Litas/in Litas

Ak Perkainojimo rezervas Istatymo numatyti
Apmoketas | cij | Savos| (rezultatai)/ Revaluation reserjes Y / Leqal ; Nepa-
istatinis | u | akcijos (results) rezervai/ Legal reserve skirstytasis
kapitalas/ | pri| (-)/ Fmgns . Sa\_’fl pelna.s‘ I viso/ Total
Payed [edd Own o I nio | Privaloma-| akcijy (nuostoliai)/
. ; ligalaikio materialiojo . R .
autorised | i/ [shares turto/ Tandibl t< turto/ sis/ isigijimo/ Retained
capital | Sh| ) urtol fangible assely e anc Compulsory acquisitio earnings (losseg)
arg al of own
1. Likutis pra éjusiy finansiniy
mety pradzioje/ Balance as of 3| 21 786 000 5642 846 773 59 (4 073 094) 24 129 345
December 2004
2. Apskaitos politikos pakeitimo
rezultatas/ Result of change in (846 427) (649 949) (1 496 376)
accounting policies
3. Esmini; klaidy taisymo
rezultatas/ Result of correcting (3333) 25703 22 370
essential errors
4. Perskatiuotas likutis
praéjusiy finansiniy mety 21 786 000 4793086 773 59 (4 697 340) 22 655 339
pradzioje/ Recalculated balance
as of 31 December 2004
8. Pelno (nuostal) ataskaitoje
nepripaZintas pelnas
(nuostoliai)/Profit (loss), excluddd (870713) 1022706 151993
from income statement
9. Ataskaitinio laikotarpio
grynasis pelnas (nuostoliai)/ Ne (4 145 243) (4 145 243)
profit (loss) of the reporting peripd
13. Panaudoti rezervai/ Used (773 593) 773 593
reserves
15. Likutis praéjusiy finansiniy
mety pabaigoje/ Balance as of | 21 786 000 3922 373 (7 046 284 18 662 089
31 December 2005
3. Esmini; klaidy taisymo
rezultatas/ Result of correcting (40 000) (14 252) (54 252)
essential errors
4. Perskatiuotas likutis
praéjusiy finansiniy mety 21 786 000 3882373 (7 060 536) 18 607 837
pradZioje/ Recalculated balancg
as of 31 December 2005
19. Pelno (nuosta}) ataskaitoje
nepripazintas pelnas (nuostoliai)/
Profit (loss), excluded from (558 984) 664 575 105591
income statement
20. Ataskaitinio laikotarpio
grynasis pelnas (nuostoliai)/ Ne (4 402 904) (4 402 904)
profit (loss) of the reporting peripd
26. Likutis ataskaitiniy
finansiniy mety pabaigoje/ 21 786 000 3323389 (10 798 865) 14 310 524
Balance as of 31 December 2006
Gen. direktorius Romualdas Dunauskas

(imores administracijos vadovo pareigavadinimas) (parasas) (vardas ir pavarg







AB GUBERNIJA, 144715765

impres pavadinimas)
DVARO 179, SIAULIAI

imores kodas, adresas, kiti duomenys)

2006 m. gruodzio 31 d PINI® SRAUTY ATASKAITA/

(finansires atskaitomybs sudarymo data)

(ataskaitinis laikotarpis) 2006-01-01..2006-12-31

PATVIRTINTA
e M d.
protokolo Nr......

20.

2007-03-05 Nr.

CASH FLOW STATEMENT

Litas/in Litas

Pastabog Finansiniai metai/ |Prajg finansiniai metal
Eil. Nr. Straipsniai/ Items Nr./ Note§  Finanncial year | Previous financial year

l. Pagrindin és veiklos pinigy srautai/ Cash flows from
operating activities

I.1. Ataskaitinio laikotarpio pinig jplaukos (su PVM )/ Inflows 58 286 968 59 885 782
of the reporting period (VAT included)

1.1.1. Pinigy iplaukos iS klieni/ Inflows from customers 56 258 329 59 777724

1.1.2. Kitosiplaukos/ Other inflows 2028 639 108 048

1.2. Ataskaitinio laikotarpio pinig iSmokos/ Outflows of the (53 099 2298) (56 360 068)
reporting period

1.2.1. Pinigai, sumaiti Zaliaw, preki ir paslaug tiekéjams (su (28 418 229) (30 273 507)
PVM)/ Cash paid to suppliers of raw materials, goadd
services, and employees (VAT includ

1.2.2. Pinig; iSmokos, susijusios su darbo santykiais/ Outflows (8 227 889 (8 048 82[1)
connected with labour relations

1.2.3. Sumokti { biudZze mokegiai/ Taxes paid into the budget (15574 114) (17 289)

1.2.4. Kitos iSmokos/ Other paymel (878 996 (69 951
Grynieji pagrindin és veiklos pinigy srautai/ Net cash 5187 749 3525714
flows from operating activities

Il nvesticin és veiklos pinigy srautai/ Cash flows from
investing activities

I.1. llgalaikio turto (iSskyrus investicijag$igijimas/ Acquisition (1109 764 (1 792 52pF)
of non-current assets (excluding investme

I.2. llgalaikio turto (iSskyrus investicijas) perleidisialransfer o 199 516 1241 840
non-current assets (excluding investments)

.4 llgalaikiy investicijy perleidimas/ Transfer of long-term 801 27%
Grynieji investicin és veiklos pinigy srautai/ Net cash flow: (910 248 250 640
from investing activities

[l ~inansin és veiklos pinigy srautai/ Cash flows from
financing activities

l.2. Pinigy srautai, susg su kitais finansavimo Saltiniais/ Cash (4 258 218 (3939 22P)
flows arising from other financing sour:

[1.2.2. [Finansini skoly sumazjimas/ Decrease in financial debts (4 258 218) (5832

l1.2.2.1. [Paskal grazinimas/ Loans returned (2 589 600 (3 346 10B)

[1.2.2.2. [Obligacij supirkimas/ Purchase of bonds

[1.2.2.3. [ Sumoktos pafikanos/ Interest paid (1 198 650 (1 185 60pF)

l1.2.2.4. [Lizingo (finansids nuomos) mo¥imai/ Payments of lease (469 968 (961 126)
(finance lease) liabilitie

l.2.3. [Kity imorés jsipareigojimy padictjimas/ Increase in other 1553610

enterprise liabilitie




1.3. Kiti finansinés veiklos pinig sraut; padicjimai/ Other
increase in cash flows from financing activities

.4. Kiti finansinés veiklos pinig srauty sumagjimai/ Other
decrease in cash flows from financing items
Grynieji finansin és veiklos pinigy srautai/ Net cash flows (4 258 218 (3939 22p)
from financing activities

V. Ypating yju straipsniy pinigy srautai/ Cash flows from
extraordinary items

V. Valiut y kursy pasikeitimo jtaka grynyjy pinigy ir pinigu
ekvivalentu liku ¢iui/ Change in exchange rat

VI. Grynasis pinigy srauty padidéjimas (sumazjimas)/ Net 19 274 (162 89%)
increase (decrease) in cash floy

VII. Pinigai ir pinig y ekvivalentai laikotarpio pradzZioje/ Cash 369 287 532 142
at the beginning of period

VIII. Pinigai ir pinig y ekvivalentai laikotarpio pabaigoje/ Cash 388 561 369 247
at the end of perioc

Gen .direktorius

(imores administracijos vadovo

pareigi pavadinimas)

paraSas(signature)

Romualdas Dunauskas
(vardas ir pavag)



THE DECLARATORY LETTER
GENERAL INFORMATION

The joint-stock company AB “Gubernija” (hereinaftae Company) was registered
on Mays 5, 1993. The code of the Company is 144635

The main activity of the Company is production aades of beer, beer drinks,kvass
and bread cider.

The Company has got an agency in Vilnius (Kubiligus21, Vilnius). It is the
warehouse of the wholesale.

AB “ Gubernija “ in its practice follows the Lawsialoint-stock companies of the
Republic of Lithuania, Laws on Securities’ markater laws and regulatory acts of the
Republic of Lithuania, and statutes of the Company.

Traditional technologies are used in productiorbeér in the joint-stock company
AB “Gubernija”: a natural method of fermentationaigplied, beer is not being diluted. It
allows producing beer of high quality.

AB “ Gubernija “ sells beer not only in Lithuaniaut also exports to England, the
USA, Canada, Russia, supplies to Latvia, EstonibGermany.

Production of beer (thousand of deciliters)

No Production title| The year 2006 The year 2005 e Y&ar 2004
= 1.Beer in 2879 3150,0 2624,3
total(produced) ’ ’
In bottles 2645 2915,9 2368
On tap 185,6 234,1 256,3
2. 2.Kvass in total
407,9 324,8 285,9
(produced)

Sales and services (thousand Litas)

No. Indicator The year 2006 The year 2005 The year 2004

Income from sales 52,4 54,8 50, 4

On December 31, 2006 there were 282 employeegi@tmpany (on December 31,
2005 —there were 303 employees).
The financial year is coincident with the artificyeear.

THE PRINCIPLES OF ACCOUNIG

The Company draws the financial reports in compkawith the Law on Accounting and
the Law on Financial Reporting of the Republic oithuania, requirements of
International Auditing Standards, and the accaowngiolicy of the Company.

The Company implements the practice declared irstidmeites.



The financial accountability is prepared with asuaeption that the Company will be
able to continue its activities in the future.

The financial year of the Company is coincidentwtite artificial year.

All numbers in these reports are given in a natianarency, Litas (Lt). Litas is
related to euro 3, 4528 litas for 1 euro.
The main principles of accounting which the Comparsed in preparation of this
financial accountability are described further.

Sales

Income from sales is acknowledged following then@ple of accumulation, i.e. it is
registered in the reports when the goods are saltiput allowing for the receipt of
money.

The income size is estimated by its real valu@wafig to given discounts, refunds and
write-off of the goods sold.

Sales are acknowledged after delivering the praolu@nd giving it to the customer less
the value added tax.

The cost price of sales and the expenditure of aciiies

The excise duty is calculated into the cost pricihe goods sold.

The cost price of the production sold includes atirand indirect expenditure of the

production.

The expenditure of activities is acknowledged faileg the principles of accumulation

and comparison in the reporting cycle when incosngat due to them. The expenditure
of activities is divided into those of sales andeyal.

The expenditure during the reporting cycle, thatripossible to relate directly with the

earning of particular income and if it will not givany income next reporting cycle is
acknowledged as the expenditure of the cycle whera$ experienced. The expenditure
is estimated by its real value.

Expenses of the financial activity

Interests of the loans are accounted in the plofEs) report “Financial and investment
activities” following the principle of accumulation

Taxes

The profit of the Company is charged a 15% taffifth@ profit tax according to the laws
on taxes of the Republic of Lithuania. The Comppays these taxes: the excise duty,
the value added tax, the real property tax, taxhefland rent, the pollution tax from
stationary and mobile resources, the transport os/texes.

Following the newly become effective provisionallan the Social tax, the taxable
profit of the year 2006 and 2007 is taxed additiigriay a 4% and 3 % tariff social tax.
The Company worked to the bad, so it did not paystbcial tax.



The deferred profit tax is accounted applying thethmad of obligations to all temporary
differences that occur between the assets and dkse bf the obligations, and their
accounting value for the purpose of the financ@oaintability compliance. Valid tariffs

of the profit tax are used for calculation of thefetred profit tax.

The intangible assets

The permanent intangible assets are declared ivetle of acquisition, which is reduced
by the sum of depreciation and is depreciated dutie period of 4 years, applying the
directly proportional (linear) method.

The permanent tangible assets
The permanent tangible assets (buildings, congtngtnd equipment) are accounted by
the reassessed value, which is reduced by the Edepeeciation.

Depreciation is calculated applying the directlyogwrtional (linear) method and
considering set standards of the permanent tangssets depreciation. Depreciation is
being calculated since next month after it wadestiatio exploit.

Standards of the permanent tangible assets defioecia

Permanent tangible assets group The year

Buildings, constructions 13-40
Equipment 10-14
Vehicles 5-7
Other equipment, machines, tools 416
Other tangible assets 4

The assets which are used to get some econangefibduring longer than one year
period are subsumed to the permanent tangiblesaasetrding to certain groups of the
assets. Each group has a set sum after reachinchwhe assets are accounted as
permanent. In individual cases the principle ohgigance is used.

The expenses on repairs are accounted when thegxpegienced and acknowledged as
expenditure of activities.

The unfinished construction is considered to cergoups of the permanent tangible
assets when it is finished and the assets areneetfa its planned use.

Completing its financial accountability the Compatefines if there are any indicators of
depreciation which show that depreciation of theetsmay be very important. If there
are such, the Company sets the dividend value amgares it with the balance value of
the assets. If the balance value of the assetgym#fisantly higher than the dividend
value, the balance value of the assets is reduceretdividend value.

Profit or loss from the permanent tangible assetpodal is defined as the difference
between the income and the residual value of tsigodied permanent tangible assets.
Profit or loss from the permanent tangible assetpodal is accounted in respectively
income or expenses from other activities.



Rent- the Company tenant

The rent othe permanent tangible assets, when the tenantrgessgnificant part of risk
and profit of the property is considered as the ofithe activity. Deposits of the activity
rent are acknowledged as expenses proportionaltiggithe whole rent period.

Container

Containers (BBH boxes) are accounted as the pemhaaegible assets in the group of
machines and tools balance and are depreciatedgdiime planned period of the useful
service, approximately 4 years, applying the diyeproportional (linear) method of

depreciation.

Glass bottles are accounted in the group of theemadtand the recruitment of the
production resources. The result of reassessmehotties and other containers in the
balance is shown in the contrary accounts (the tlaieposits is applied on them).

Resources

The material and the recruitment of the productame accounted by the cost of
acquisition applying the FIFO method. The cost@nt resources acquisition consists of
the acquisition value, taxes which the Company dumsget a refund from the state
institutions, expenses on transportation and othiegctly related with their acquisition.

The produced production is accounted by the praésluatost price. The cost price is
calculated applying the FIFO method.

The cost price of the produced production consi$tthe material and resources value,
expenses on work and other direct and indirect yotioin expenses. The remainder of
the material makes the unfinished production.

Financial assets and financial obligations

Financial assets include receivable sums, moneynegnocequivalents and deposit
accounts.

Financial assets are registered when the Compam®jves or contractually acquires the
right to get money or other financial assets.

Receivable sums are estimated by the cost prieeaudisition less the loss. If probable,
that the Company will not be able to get the refofdhe receivable sums, the loss is
acknowledged.

Money and money equivalents are estimated by theprae of acquisition.

Financial obligations include payable sums for nez@ goods and services.

Financial obligations are registered in the acdogntvhen the Company assumes an
obligation to pay money or settle by other finaheissets. Payable sums for goods and
services are estimated by the cost price of adepnsi

Shares and annexes of the shares

Ordinary shares are accounted by their nominalevalthe sum of sold shares that
overcomes their nominal value is accounted asrhees of the shares.

Defers

Defers are acknowledged on the obligations wherCibrapany has a legal obligation or
an irrevocable commitment due to the past actsjitso it is probable that the available
assets will be used to perform legal obligationsrevocable commitments, but when the
sum of the obligations can be credibly evaluated.



Foreign exchange

Transactions in foreign exchange are accountediatiee official exchange rates valid

on the day of the change; profit and loss, thatipafter transactions and recalculation of
the money remainder in foreign exchange and oldigatin the national currency are

accounted in profit (loss) reports.

Reports of money flows

Money and money equivalents in the reports of mdimys include money in the till,
banks, tills of the specialized shops and monetherway (COLLECTION). The interest
paid for the loans are defined to the financiaivagt

The change in the accounting policy

In 2006 the Company changed the accounting pofitheopermanent tangible assets.

Till December 31, 2005 containers (plastic boxes)eaaccounted in the resources group.
Since August, 2006 BBH boxes are accounted asdhmgnent assets in the accounts of
the other permanent assets and depreciated applyenglirectly proportional (linear)
method of depreciation during the period of 4 years

Boxes of the old type were sold after evaluatiotheir residual value.

Numbers of the last year
Numbers of the last year were adjusted where sacgf order to match the changes in
the financial accountability introduction of thepoeting financial year.

Management of the financial risk

The Company in its activities faces various finahcisks. The board manages the risk.
There are no written principles on how to managk of the general or specific nature,
e.g. credit, exchange fluctuations, liquidity anterest rates risk. These main procedures
of risk management are applied in the Company:

The credit risk

There is no significant risk concentration in then@pany. The credit risk or risk that the
contract half will not perform its obligations i®rtrolled applying the conditions of
crediting and monitoring procedures.

The exchange rates’ risk
There is no significant exchange rates’ risk cotregion in the Company. The forecasts
are not being prepared.

The liquidity risk

A conservative management of the liquidity risknat effective at the moment and it is
difficult to keep proper amounts of cash and moegquivalents for reimbursement of
planned expenses.

The interest rate risk
The income of the Company and the money flows fithe activities are basically
independent from the changes in the market inteagss.



NOTE 18-19: INFORMATION ABOUT BUSINES SEGMENTS

Lt
. Segments (production, goods, activity types)
NS All companies
thousand L{ ) i
Beer Soft drinks Ciders

2006 2005 2006 2005 2006 2005 2006 2005
Income | 44 321 366| 48814 3[®B462 186 | 4 017 666| 712580 52395801 54818 751
gggems‘ 33857 267 | 36 643 818 858 578 | 2 952 698| 670 945 39912302 41220338
g?oii?ross 10464 099 | 1217498 1603608 1064968 41635 4882499 | 13598 413

Production of beer in comparison with the sameqgeoif the year 2005 decreased in 9%
or 274 thousand of deciliters of beer less. Pradnodf kvass in comparison with the
same period of the year 2005 increased in 25% ot 8%0usand deciliters more.

Due to the decreased amount of the produced priodysermanent expenses for 1 dal of
production increased.

The increase of expenses was influenced by teearmiprices of energetic resources and
the stock. Expenses on production packing alsceassd in comparison with the year
2005 in 9,06% due to the changes of the sellinglymtion structure according to the
containers for 1 dals of production.

The main production’s sales in the natural and ezaxpression in the selling prices in
the year 2004-2006

Indicators 2006 2005 2004
Thou Thousa | Pct. Thou Thou Pct. Thou Thou Pct.
sand nd. Lt. sand sand sand sand Lt.
dals dals Lt. dals
Beer, 2 873 47 939 87,9 3127/4 51571 92,3 2601,1 2570 92,5
In:
Bottles 2 681 44 116 80,9 28872 46 561 88,3 2276,1 89|52 86,5
Other 192 3823 7.1 249,2 5020 9,0 3p5 6182
Bread 198 4017 7.4 144,y 2747 49 116,3 2 253
kvass
Other 212 1864 3.5 176,6 1545 2,8 165 1448
kvass
Ciders 30 713 1.2
In total; 3313 54 533 10( 34487 55 863 100,0 2 882 49(40800,0

In 2006 income from sales decreased in comparistm thve year 2005 in 2,4 million
Litas.

The decrease in sales income was influenced byhhages of the selling production
structure and the kinds of beer.

Sales of beer to foreign countries in comparisoth whe year 2005 increased in almost
22 pct. It was determined by the increased beesdallLatvia in 50 pct.

Sales of kvass to foreign countries in comparisdah the year 2005 increased in 34, 5
pct. The biggest part of kvass was sold in Lat@atiousand dals, Russia-6 thousand
dals, and Poland- 5 thousand dals.

3,5
4,6

2,9



In 2006 production sales of AB “Gubernija” made93, pct. of beer market sales of

Lithuania (data of brewers’ association), in 200&ytwere proportionately 10, 71 pct.

NOTE 20:

EXPENSES OF ACTIVITES

The title of the article

The financial year 2006

Last financial year 2005

Expenses on sales: 10 883 063 12151351
Advertising 1597 826 1 608 028
Logistics 650 227 487 615
Salaries and social insurance 3623 232 3648 147
Depreciation 1752 319 2000 136
Expenses on sales services 1334033 2 608 442
Repairs 1920 320 1748402
Expenses on doubtful debts 5 106 50 579
General and administrative expenses: 4518 509 94673
Depreciation 342335 356 102
Salaries and social insurance, 1620 099 1445 868
Rent and maintenance of the premises 655 691 433 69
Expenses on consultations, audit, taxes, insurance 240 813 371650
Expenses on communications 378 295 440 679
Loss 81 566 180 676
Other general expenses 1199710 1490 974

In total: 15 401 572 16 890 993
NOTE 21. OTHER ACTIVITY

On December 31, 2006 there was accounted a |d33 dfiousand Lt in the article of the

other activity.

NOTE 22: FINANCIAL AND INVESTMENT ACTIVITIES

Indicators The financial Last financial year
year 2006 2005

a)INCOME FROM FINANCIAL AND INVESTMENT

ACTIVITIES 13805 63 002

The interest received, other financial income 18 80 3636

Profit due to the exchange fluctuations 0 59366

b) EXPENSES OF FINANCIAL AND INVESTMENT 1526137 1 305 891

ACTIVITIES

Interest for the loans 1262 310 1232 302

Loss due to the exchange fluctuations 32 608 0

Fines and other financial services 231219 73 589

¢)THE RESULT OF FINANCIAL AND INVESTMENT

ACTIVITIES -1 512 332 -1 242 889




NOTE 23: THE PROFIT TAX
The expenses on the profit tax in the profit (laggort consist of:

The title of the article The financial year 2006 Last financial year 2005
The remittance from deferred 82 897 08 595
taxes

The remittance from the assets of 51 646 281 311

the deferred taxes

IN TOTAL: -31181 -379 836

The assets of the deferred taxes and the obligat®ealculated applying the tariff of the
profit tax which should be in the periods whentégmaporary differences will disappear.
The assets of the deferred profit taxes are 618p@sand Lt.

In the year 2006 AB “Gubernija” worked into a Iq#ise loss is 4 402 904 Lt) while the
profit before the interest, taxes, depreciation I[[HBA) is positive, 3,645 min. Lt. The
depreciation makes the significant part of expeonsdise Company.

In the end of the year 2004 the Company reassels#édings, constructions and
production machines. A reserve of the reassessweformed. Depreciating the part of
the reassessed assets, the reassessment resbeirgigeduced and the profit of the
reporting cycle which is not acknowledged appeathe profit (loss) reports.

The unacknowledged profit of the reporting cycfe2606 is 664 575 Lt. Due to this
transaction the loss in the profit (loss) reporéesimo match with the balance loss of the
financial year. The balance loss of the reportygecis 3 738 329 Lt.

The unacknowledged profit due to the depreciatibthe part of the reassessed assets is
shown in the report of the capital changes.

In the year 2006 some errors were noticed while ingakhe accountability which
according to the accounting policy of the Compargyansidered as essential that is why
they were corrected retrospectively.

The correction of the errors is shown in the remdrthe proper capital changes “The
result of essential errors correction”. Recalculatiee disproportioned loss of the last
reporting cycle, the reserve of the reassessmesitl(s), the balance value of the balance
article “Buildings and constructions”

NOTE 1: INTANGIBLE ASSETS

Programs for sales’ analysis and completing of lthelgets were bought during the
reporting cycle. Programs are mastered completdigir acquisition cost is 111 154 .00
Lt. The program of the industrial designs was tduffs cost is 317 000, Lt. antivirus
and outdated programs were written off.



Indicators

Prestige

Patent
rights,
licenses,
etc.

Program
software

Other
intangible
assets

In total

The residual value in the end of the last financ
year

al

5153

18 212

23 365

a)Permanent intangible assets by their cost pr
In the end of the last financial year

Changes in the financial year:

The acquisition of the assets

Disposed to other people and written-off asset

)

Rewrites from one article to another +/(-)

327 000

169 464

111 154
158 575

119 963

17 902

287 42

438 19
176 47

N

In the end of the financial year

327 000

122 43

102 061

5511

D4

b) Depreciation
In the end of the financial year
changes of the financial year:
depreciation of the financial year
reconstructive contributions (-)
depreciation of the disposed to other people a
written-off assets
rewrites from one article to another +/(-)

nd

54 500

164 31

32932

158 564

|

101 75

9015

16 331

266

96 44

174 89

b2

In the end of the financial year

54500

38 679

94 435

187 6}

c) Decrease of the value

In the end of the last financial year

Changes in the financial year:

decrease of the value of the financial year
reconstructive contributions (-)

depreciation of the disposed to other people a
written-off assets (-)

rewrites from one article to another +/(-)

hd

In the end of the financial year

d) The residual value in the end of the last
financial year

272500

83 364

7626

363 4

0

On December 29, 2006 the cost price of the completepreciated but still in use

intangible assets was 12 382, 00 Lt.

NOTE 2: TANGIBLE ASSE

TS

The Company applies the evaluation method of thesessed value to separate groups of
the permanent assets (buildings, constructionsvathines).

The permanent assets for 1, 2 million Lt was bouwdring the reporting cycle. These
are: a packaging device, a compressor, plastic Bidktes, computers, printing
equipment, copying mechanisms and loaders.

The written-off assets which are not suitable te: usfrigerators, equipment for freezing,
computers, advertising boards, tables and conlexthmirs.

TANGIBLE ASSETS



Buil- Machi Other unfi Other
Indicators dings ano_l nes_and Vehicles | 44P Azl | cauip In total
construction| equip ment, constructio| ment,
S ment tools ns tools
The residual value in the end of the | 13 411407 26 798 655| 712 423 674 091 375 458 2253 44 269 176
last financial year 814
a) The cost price of the acquisition 13994 314 53p722 | 3678769 674091 375 453 7 056 | 66 316 984
635
In the end of the last financial year
Changes in the financial year:
the acquisition of the assets 91 325 16 300 154 327169 437 817 788 1249171
Disposed and written- off assets (-) 21942 663 834| 106 596 4420 206 649 1003 44
rewrites from one article to another | 485 380 140 258 29 990 -503 692  -375453 351 945 8 423
+/()
In the end of the financial year
b) Reassessment
In the end of the last financial year 2 530947 2 ag7 4938 994
Changes in the financial year:
increase (decrease) of the value +/(-
disposed and written- off to others 6419 6419
assets (-)
rewrites from one article to another
+/()
In the end of the financial year
c) Depreciation
In the end of the last financial year 3113854 | 16 147 114 | 2 966 34¢ 4802 | 26 986 802
821
Changes in the financial year:
depreciation of the financial year 794 792 3678 28| 260 072 1030 5763174
028
depreciation of the reassessed assets 220145 340 46 703 941
depreciation of disposed and written{ 21 940 262 467 106 587 161 904 552 899
off to others assets (-)
depreciation of disposed and written- 2084 2084
off to others assets (-)
In the end of the financial year 4106851 20008 3| 3119831 5670 | 32898935
945
e) The residual value in the end of thel2 973 173 | 22430 766| 636 659 335416 2 348| 38 724 788
last financial year 774
Expenses on depreciation are included in the pflos) report:
The financial UL
The article year 2006 financial year
2005
The cost price of the sale 4 468 908 4 660 222
Expenses of activities 2094 654 2 356 238
In total: 6 563 562 7 016 460

The depreciated permanent tangible assets in ubeimcost price

10



. The financial 'I_'he Ia_st
The title of the group year 2006 financial year
2005
Buildings, constructions 68 658 80 096
Technological equipment 2 935 877 979 636
Other equipment 2 327 058 1573997
In total 5331 593 2633729

NOTE 3: THE FINANCIAL ASSETS

The financial assets of AB “Gubernija” consist mvéstments to:
e UAB “ZALIASIS TASKAS“- 15 000, 00 Lt. It makes 35 gucent of the

authorized capital of that company,

e V] Siauliy universiteto mokslo ir technologijparkas (The park of education and

technology of Siauliai University)-2000, 00 Lt,

e UAB “Krepsinis ir mes” (“ Basketball and we”)- 100

The method of the acquisition cost price is apptedhe financial assets accounting of

the Company.

NOTE 4:

THE ASSETS OF THE DEFERRED PROFAX

The change of the deferred profit tax is declatether (Lt):

. . The financial The Iqst
The title of the article financial
el A year 2005
The remainder of the deferred profit tax asset3asary 1 671517 671517
Income (expenses) in the profit (loss) report -51646 0
The remainder;: on December 29, 2006 619 871 67151

The deferred profit tax assets are 619, 9 thoukand

The deferred profit tax assets on December 31, 2088 due to the acknowledgement

of temporary differences in the financial and tgxatcounting of theses articles:

. The financial The Iqst
Temporary differences year 2006 gggnmal year
5

The raising taxing loss 0 2 153 406
Capitalized interest are acknowledged as expenses 309 213 2272980
Doubtf_ul debts are acknowledged as permissible 35 093 50 394
deductions

Temporary differences in total 344 306 4 476 780
The deferred profit tax assets applying the ptafittariff 15 15

IN TOTAL: 51 646 671517

NOTE 5: RESOURCES

11



The stock | The
; - The Goods
and items | unfinished duced | bouah |
of recruit | constructi | Pro2Uce g 5 el
production | resell
ment on
a)The cost price of stock acquisition
In the end of the last financial year 3455085| 504 147 687 505 9303 4 656 040
In the end of the financial year 2993 464| 393839 618 348 18 343 4 023 9p4
b)The write-off to the clear value of realizatioref
creation)
In the end of the last financial year
In the end of the financial year
¢) The clear value of the possible realizatiorhim énd
of the financial year (a)-(b) 2993 464| 393839 618 348 18 343 4 023 9p4
Differences in estimation if the FIFO method was ) ) ) ) )
applied
The value of collateral resources 2993 464| 393839 618 348 18 343 4 023 9p4
Resources at the third persons - - - - -

NOTE6: PREPAYMENTS AND EXPENSES OF THE COMBNPERIODS

The financial year| The last financial
The division of prepayments according to the types 2006 year 2005
Prepayments for the bars and cafes 19 548 60 154
Expenses of the coming periods: 113 738 171 481
- Insurance 104 744 156 359
- VAT 8 994 15122
Prepayments to STI due to the excise 87 170 87 170
Other payments in advance to the suppliers 210 742 348 821
IN TOTAL: 431 198 667 626

NOTE 7: INDEBTEDNESS OF THE CUSTBRS
The financial vear The last financial
Indebtedness of the customers 2006 y year 2005
Indebtedness of the customers 7 661228 6 989 879
Devaluation till the recoverable value -6008 -33792
IN TOTAL: 7 655 220 6 956 087
NOTE 8: OTHER RECEIVABLE SUMS

12



The last
L . . The financial financial year
The division of other receivable sums accordintheotype year 2006 2005
The deferred VAT on import 5029
Short-term loans to the employees 1430
Responsible persons 799 5391
Others (a shoplifting in Klakzla) 5063 5 063
IN TOTAL: 100891 11 884
NOTE 9: MONEY AND MONEY EQUIVALENTS
The last
Indicators The financial year | financial
2006 year 2005
Money in a bank 302 895 298 095
Money in the till 41 465 32 885
Money on the way (COLLECTING) 44 201 38 307
IN TOTAL 388 561 369 287
NOTE 10: THE CAPITAL
Indicators The amount of | The sum
the shares
The structure of the share capital in the end efithancial year 21786000 21786000
1.According to the type of the shares
1.1. Ordinary shares 21786000 21786000
1.2 Preference shares
1.3.Shares of the employees
1.4. Special shares
1.5. Other shares
IS VISO: 21786000 21786000
2.The capital of the state or municipalities - -
Shares which The Company owes - -
Shares which the subsidiary enterprises owe - -

The nominal value for one shares of the Comparly lis. Shares are completely paid.
AB “Gubernija” did not buy its own shares during ttreporting cycle.

Ordinary nominal shares of AB “Gubernija” are irethist of the current market of AB

“Vilniaus vertybiniy popien birza” (“Vilnius bourse”).

NOTE 11: THE RESERVE OF REASSESSMENT

In the end of the year 2004 the Company reassess#édings, constructions and

production machines. A reserve of the reassesswesformed. Depreciating the part of

the reassessed assets, the reassessment resbeirgigeduced and the profit of the
reporting cycle which is not acknowledged appeathé profit (loss) reports.

NOTE 12: THE PROJECT OF THE PROFIT DISTRBON

13



The articles The sum
The undistributed result-profit (loss) in the erdie financial year -7 060 536
The clear result of the financial year- profit @ps -4 402 904
Profit of the reporting cycle that is not acknovged in the profit (loss) report 664 575
The distributed result- the profit (loss) in thelesf the financial year -10 798 865
Transactions from reserves -
The profit (loss) for distribution -10 798 865
The distribution of the profit
to the reserves according to the laws
to other reserves
dividends
others
The undistributed result-profit (loss) in the eridie financial year -10 798 865
NOTE 13: THE STATUS OF OBLIGATIONS OF THEOMPANY
Indicators Debts or their parts, payable

o . During one In one year b_ut not _
The division of the payable sums according to ypes fi : later than in five In five years

inancial year years

Financial debts: 3246 586 17 950 838 -
- To the credit institutions 3246 586 17 950 838 -
Debts to the suppliers 6 077 474 -
Received prepayments -
Obligations related with work terms 1725916 - -
Other payable sums and short-term obligations RIA? - -
Payable taxes: 1878 201
-The excise duty 1165 402 - -
-Water and environment pollution 6 648 -
- The real property tax 16 289 - -
- Other taxes 275 -
-VAT 689 587 - -
Other payable sums 3175799 -
Deferred taxes 1089 832
IN TOTAL: 18 883 919 19 040 670 -

On December 31, 2006 The Company has short-terigadioins for credit institutions,
AB SEB Vilnius bank and Hansabankas the part olahg-term loan of the current year
3 159 303, 00 Lt., the leasing of SEB Vilnius ban&7 283 Lt.

NOTE 16: FINANCIAL CONNECTIONS WITH THE MANAGERS B THE

COMPANY AND OTHER ASSOCIATED PEOPLE
Contracts with the managers

. The financial The Ia_st _The remainder
Indicators year 2006 financial year in the end of thel
2005 financial year
A. The sums of the work terms counted during therye 631080 534917
1.To the managers 631080 534917 -
2.To other associated people -
B. Other significant sums counted during the year:
1. To the managers -
2. To other associated people
The average number of the managers during the year 7 7 X

NOTE 17: OTHER PAYABLES SUMS AND SHORT-TERM OBEATIONS

14



On June 12, 2006 the shareholders’ meeting ded¢aattrease the authorized capital by
additional contribution- 6 million Lt. Shares of (28 720 Lt are signed and paid. On
July, 2006 the circuit court of Siauliai on requekVitas Tomkus, the shareholder of AB
“Gubernija” in July, 2006 banned the performancehaf general shareholders’ meeting
decision affirmed on July 12, 2006 about the autiedr capital increase of the Company
from additional contributions proportionally to theminal value of the shares which the
shareholders owed on the day of the general shidexisb meeting when the decision
about the increase of the authorized capital wisresd. The new edit of the statutes of
the Company and the specified authorized capital r@ot registered. The case is
transferred to the court of Siauliai district. Tskareholders’ contributions for the
increase of the authorized capital are registeredldigations in the report of other
payable sums and obligations.

The claim

In December, 2002 AB “Gubernija” brought AB “Kalnbg’ to court due to the
illegitimate circulation of beer named "Ledo” ( 8¢) in 2 | PET bottles. The case is
transferred to the Constitutional court of the Rajouof Lithuania at the moment.

The tax inspection

The Tax inspectorate can inspect how the Compayy fsxes and count additional taxes

and fines at any time. The managers of the Comganyot know any circumstances due
to which there could appear a potential signifiaavitgation in this regard.

The president of
AB “Gubernija” Romualdas Dunauskas
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ANNUAL REPORT

The joint-stock company “Gubernija” (hereinaftdre tCompany) was registered on May 5, 1993. The
code of the Company is 144715765. The addreseddht is Dvaro g. 179, LT- 76176 Siauliai. The e-
mail is:info@gubernija.lt

The short description of the history of the Company

GUBERNIJA is the oldest industrial brewery workiimgLithuania which has developed from the
manufactory manor house and the brewery. It is knthat in 1682 its products reached not only
different places in Lithuania, but also a part @stern Belarus and Minsk. There is a document dated
the second half of the XVII th century in the hrataarchives of Radvilos in Warsaw where The
brewery of Siauliai manor is described in det&iBUBERNIJA’ brewery is justly considered as the
oldest brewery in Lithuania.

The first reconstruction of “GUBERNIJA” brewery vdhi started in 1799 lasted more than ten
years. Later reconstructions of “GUBERNIJA” brewdopk place every hundred years. The second
reconstruction took place in the last decade ofXhe th century and the beginning of the XX th
century. Till the end of the XIX th century all vksrwere manual. Beer was tipped off into casks and
only since the end of the XIX th century bottlemeainto the use.

During the Second World War “GUBERNIJA” brewery wdsstroyed badly and burnt but in
August, 1944 it started working again. The brewdsyeloped little by little. In 1982 a spacious room
for bottling was opened, in 1985 a new administeabuilding was built. In 1996 after privatizatioh
“GUBERNIJA” brewery, a new period of the brewerystory started. In 1996 a material
reconstruction of the brewery was begun. A modeawbry with forward technologies was built in
the territory of the Old Gubernija.

The lawful base of the activities and the review

AB “GUBERNIJA" in its practice follows the ke on Joint-stock companies of the
Republic of Lithuania, Laws on Securities’ markether laws and regulatory acts of the
Republic of Lithuania, statutes and the accountioigcy of the Company.

AB “GUBERNIJA” belongs to the brewers’ ass®n of Lithuania, also to the industrialists’
association of Siauliai and participates in thévitis in the associations.

The main direction of the activities of tB®mpany is production and sales of beer, beer srink
cider, and kvass. The Company constantly renewsadisertment of production and pays a lot of
attention to the quality. “"GUBERNIJA” brewery praths beer without “high gravity” technology
considering its own technology of production asaatage when the production of beer is performed to
every title of beer from the primary boiling stajéthe final stage of tipping-off to the contanse
Such technology of beer production is more expensind such products can not be cheap in the
shops.

Experts of beer estimating this circumstance @@riiGUBERNIJOS STELLA” a medal in the
exhibition “AgroBALT” in 2006 as the undisputablaviorite of the beer quality.

Beer and beer drinks in the structure ofpfealucts of the Company make 87, 9 percent cfaddls
in the rating expression, the rest part is kvagas& drinks, cider, other goods and services.



The year 2006 for “GUBERNIJA” was especially imaort from the point of view of the activities:
in summer a part of the production was bottled intown bottles, very popular in the market of

Lithuania. The Company bought the license and drbugo the circulation the dominating box of the
industrial design belonging to BBH combine.

The Company managed to present new products tm#hnket of Lithuania- in the year 2006 a new
brand- “Respublikos” (“REPUBLIC”) beer was brougimto the market, cider with a brand
“WINNER’S cider” was started to produce.

The income from sales of the Company is 52, 4 amillit. The amounts of sales in comparison with
the year 2005 decreased in 2, 4 million Lt or 4, 4%e biggest fall in sales had production bottled
PET bottles. In comparison with the year 2005 thmwnts of sales of the production in PET bottles
decreased in 14 % (268 243 dals).

It was influenced by huge competition and activenaggement decisions of the rivals.
The general amount of beer sales abroad in the 3@@8 in comparison with the year 2005
increased in almost 22 %. It was influenced byeaased sales in Latvia which make 78 % of all beer

sold abroad. Production sales to Germany alsoasexk significantly. They make about 6% of all beer
sold abroad.

Beer export according to the countries in the pear 2006 (thousand dals)
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Following the information of the Brewers' assomatof Lithuania, the amounts of sales of
the Company made 8, 93 % (in the year 2005 theye vi€r, 71%) of the beer market in
Lithuania( without exported production). GUBERNIXakes 10, 2% of produced beer in
Lithuania. The part of the beer market taken imli#nia decreased in almost 2 percent but we
think that the strategy based on the occupatiahetbigger part of the market is old-fashioned

because applying the bright price-control system phofit equity can be improved by some
percent.

AB “GUBERNIJA” has got an agency in Vilnius (Kukalis g. 21, Vilnius). It is the
warehouse of the wholesale.



The analysis of the financial results of the activities

In the year 2006 AB “GUBERNIJA” worked into a lo@ke loss is 4 402 904 Lt) while the
profit before the interest, taxes, depreciatiorpasitive, 3, 645 million Lt. The depreciation
makes the significant part of expenses of the Compa

Such result was influenced by the fall of saleslofof attention was paid to control of
expenses and the improvement of activities.

Indicators of the activities of the Compame shown in the table:

Indicators 2006 2005 2004
Net profitability=net profit/sales -8.4% -7.5% -9.5 %
Coefficient of debts=obligations/the whole 0.73 0.68 0.65
assets
Coefficient of owing the debt= obligations 2.64 2.09 1.64
sums/ property of the owners
Turnover of the assets=income/the whole assets 1.0 0.95 0.78
Change of the medium assets=net profit/(assets -8% -6,8% -7,9%
in the beginning of the period+assets in the end
of the period)/2*100
Generl coefficient of liquidity=/short-term 0.66 0.65 0.82
assets/short-trem obligations
Turnover of assets=sales/assets 1,0 0,95 0,79
The accounting value of the share=proper 0,65 0,85 0,79
capital/number of shares
Net profit to a share= net profit/number of - - -
shares

On December 31, 2006 the corporate propdrtg@Company was 52, 23 million Lt.
The permanent assets in comparison with the ye@b 2@creased in 5, 5 million Lt or
12% due to the depreciation and on December 38 #68y were 38, 72 million Lt.

On December 31, 2006 the short-term assets were@2nillion Lt. Short-term
obligations were 18, 88 million Lt.

In the year 2006 the Company equipped a systemradupts freezing for the
improvement of the production technological procassl the quality of the products
which allows shortening the technological process kelps to master the production of
new products. A new machine of tins dating was medufor qualified marking of the
production. The Company invested 312 thousand It thee improvement of the
equipments in the year 2006.

In the year 2006 AB GUBERNIJA paid a lot of attentifor the improvement of
work conditions of its employees. Ventilation systein the prepack section and the
production block were reconstructed, a new veiitasystem was installed in the boiling
section. A modern warehouse for the ready prodaatias equipped in the old production
block.



Rivals

Main rivals and data of the beer industry ahuania (thousand deciliters) in the year
2006 are shown in the table (the source is the Brgvassociation of Lithuania):

Company Total In bottles On tap
Svyturys — Utenos alus 13 367 11 865 1503
KALNAPILIO - TAURO GRUPE 7 286 6327 960
Ragutis 2934 2789 145
Gubernija 2873 2681 190
Rinkuskiai 1118 1035 100
Kauno alus 702 658

On December 29, 2006 there were 282 employe®iCompany (on December 31, 2005 —
there were 303 employees).

Employees according to the categories:

Average Education Average salary,
number on
Group of the list Lt
employees
High spec. secondary Unfinished
secondary secondary
2004 [ 2005 [2006] 2004 |2005| 2006 | 2004| 2005| 2006| 2003 | 2004| 2005|2004 | 2005|2006 2004 2005 2006
Managers 7 717 717 7 1 5018 | 6377 7717
Specialists | 62 63 | 6228 |23 |26 |52 |52 |48 1863 2029
Officials | 20 | 16 | 18| 8 8 [12 11 |10 | 3|4 |3 1210 1362 2172
Shop-floor | 249 | 215 [195| 2 1 11 |9 |10 | 193 164 149 |22 |23 |20 1210 | 1362 1436
Intotal: |338 [303 ([282[45 |40 |41 |75 |72 |69 [196 |[168 [152 |22 |23 |20 |1442 1647 1779

Risk factorsrelated with the activities

Risk of the activitiesThe main risk factors related with the activitiae the threat of
deficiency of the circulating assets (seasons)ativeg global processes in the market of beer-
corporate “pressure” in the sphere of prices anchagament. The Company works under
conditions of high competitions, therefore it isywémportant that the products were of good
taste, attractive outlook and competitive.

Dividends.The managers of AB GUBERNIJA have declared thatGbmpany in the nearest
future is not going to announce and pay dividendetbher payments from the profit to the
shareholders of the Company.

Taxes.Since December 1, 2003 there is a law, accordinghich the Company has to pay a
tax of the environment pollution for plastic anchgg bottles. We made a contract with UAB
“Zalvaris” about the tare clearing following thedaclearing standards set by the Government of




the Republic of Lithuania. AB GUBERNIJA carried dihie tare clearing standards so did not
pay the environment pollution tax.
Since August 1, 2006 a law on the bottles depasite into validity.

Securities

The authorized (signed) capital of the Comypar21 786 000 Lt. The capital is divided into
21.786.000 ordinary nominal shares, the nominalevaf every share is 1 Lt.

Ordinary nominal shares of AB “Gubernija” are the list of the current market of AB
“Vilniaus vertybiny popien birza” (“Vilnius bourse”) (enlisted on Septembe3, 2004). Sales
of the shares of the Company are in “Vilniaus Vartiy popien birza” (*Vilnius bourse”).
There no other bourses which sell shares of AB GRBBEA.

AB GUBERNIJA did not buy its own shares agrthe reporting cycle.

On December 31, 2006 shareholders owned rhared % of the authorized capital / votes
of the Company

Thepart of the
Thenameand . votes belonging
surname of the The number of Tgri %\;V![?]ge 'I\'/i;te&gari;[/g] tbhe tothe
shareholder, the sharesthat the guthorized the gwned y shar eholder
title of the company, shareholder canital hares together with
the address of the OWes, apiece. apita, ' the performing
per cent. per cent.
seat, the code people,
per cent.
VITAS TOMKUS 9 820 391 45,08 45,08
ROMUALDAS 2 870 090 13.17 13,17
DUNAUSKAS
JAVELIN FINANCE
Siute 4, 41 Lower
Baggot Street, 2 696 480 12,38 12,38
Dublin, Ireland
221234 32,25
UAB “L INOS NAMAI“
Vilniaus g. 166, 1360 428 6.24 6.24
Siauliai
300038452
VIJOLETA 98 940 045 045
DUNAUSKIENE
LARISA AFANASEVA 2590110 11,89 11,89
TAKHIR SHABAEV 1310 160 6,01 6,01




AB GUBERNIJA and AB FNI“Finasta” (Konstitucijos pr. 23, Vilnius) signedcantract
about the accounting management of the securitidlseoCompany, preparation of the periodic
reports and delivery of other services.

Plans and forecasts of the activities

The Company must create new hybrid kinds of pcte&land develop the supply of the niche
products. The newest product “Dvaro miSas” provesl tantage of AB GUBERNIJA in the
segment of the niche products. In the year 2007Cbmpany decided to produce some more
niche products in the group with alcohol percert soft drinks.

The turnover of new products in the year 20@uid be considered as successful if reached
the turnover of 10 million Lt. To reach it prograwfsproducts development and maintenance are
oriented today.

The aim of the Company in the inner beer maikétd return to 10% of the beer market of
Lithuania and to maintain the growth of the generatket.

In the year 2007 it is planned to increase t@oe of beer in 20%. In the end of the year
2006 the first consignment of beer was sent to Garsand we hope that export to this country
will increase in 10%, also we expect to increassr Bales in Germany and Ireland.

Events after completing of the balance

On January 22, 2007 the Commission of Seesrbf the Republic of Lithuania sent a
notification about the loss of the share parcelictviinformed that Vitas Tomkus had sold 11,
34% of shares to the press of UAB “Respublika” (Rlelic”) (124250999).

I nformation about the audit

UAB”IDG AUDITORIAI" performed the audit of ABGUBERNIJA of the financial
accountability. The audit of December 31, 2006hef balance and profit (loss), and reports of
the money flows was performed (the conclusion efdhdit is attached). The audit of the year
2006 was finished and the auditor’s opinion waseijon March 23, 2007.

The audit of the year 2006 was performed dwdconclusion was signed by the auditor
Grazina Ribinskieé

General manager of Romualdas Dunauskas
AB GUBERNIJA



Annex 1
To AB “Gubernija” annual report

The joint-stock companAB "Gubernija“, following Article 21 paragraph 3 of the Law oncBsdties of the
Republic of Lithuania and item 20.5 of the TradRgles of the Vilnius Stock Exchange, disclosesdaspliance
with the Governance Code, approved by the VSEhercbmpanies listed on the regulated market, angpicific
provisions. In the event of non-compliance with @&de or with certain provisions thereof, it mustdpecified
which provisions are not complied with and the ogasof non-compliance.

PRINCIPLES/ RECOMMENDATIONS

YES/NO
INOT
APPLICABLE

COMMENTARY

Principle I: Basic Provisions

value of the shareholders’ property.

The overriding objective of a company should be toperate in common interests of all the shareholdersy permanent optimizing the

1.1. A company should adopt and make public

company’s development strategy and objectives bgrbt
declaring how the company intends to meet the estsrof
its shareholders and optimize shareholder value.

thées

The Company aims to have to 10% of the beekehato
export to 20% of beer, to increase the productiosoét drinks
for inner and foreign markets: detailed commentsualihe
strategy and goals are in the website of the Comjrarthe
column “To investors”.

1.2. All management bodies of a company shouldirag
furtherance of the declared strategic objectivesi@w of
the need to optimize shareholder value.

tYes

By the decision of the board of the Companydéneslopment]
plan for soft drinks and managing actions for ekxpoere
affirmed. The actions of the board are directedassure
funding opportunities.

should act in close co-operation in order to attagximum
benefit for the company and its shareholders.

1.3. A company’s supervisory and management bodiéss

The chairman of the board and the General nesniagthe
same person; therefore a more conventional way
management ensures operate strategic actions ardwl of
responsibility. The board together with the Genearahager is
very dynamic and the decisions are objectively.real

1.4. A company’'s supervisory and management bo
should ensure that the rights and interests ofopersther
than the company’s shareholders (e.g. employeeditors,
suppliers, clients, local community), participatirng or
connected with the company’s operation, are dudpeeted.

diées

Traditions of the product which is being proeficfor
centuries constantly convey attitudes of humanity eespect,
The board of the Company, managers and other pehstaff
naturally and consonantly represent interests efGbmpany
and the product. The development of the brand a&f
Company obliges more than any bureaucr
recommendations.

Principle Il: The corporate governance framewor

shareholders’ interests.

k

The corporate governance framework should ensure thstrategic guidance of the company, the effectiaversight of the company’s
management bodies, an appropriate balance and distution of functions between the company’s bodiesprotection of the

of

th
atic




2.1. Besides obligatory bodies provided for in tiav on

Yes

Companies of the Republic of Lithuania — a genéral

shareholders’ meeting and the chief executive effiit is
recommended that a company should set up bothegedl
supervisory body and a collegial management bodhe
setting up of collegial bodies for supervision 4
management facilitates clear separation of managearel
supervisory functions in the company, accountabiiind
control on the part of the chief executive officedich, in
its turn, facilitate a more efficient and transpar
management process.

A general shareholders’ meeting, the board, ted chief
executive officer are the company’s managementdsodihe
supervisory board is not set up because there ineeadl to
waste money of the Company.

2.2. A collegial management body is responsible tfa
strategic management of the company and perforimsr
key functions of corporate governance. A colleg
supervisory body is responsible for the effectiupesvision
of the company’s management bodies.

Yes
Dt
ial

The General manager and the board perform hasitions of
management in the Company.

2.3. Where a company chooses to form only one gialle
body, it is recommended that it should be a superyi
body, i.e. the supervisory board. In such a cake,
supervisory board is responsible for the effecthanitoring
of the functions performed by the company’s cH
executive officer.

No

—

ief

The supervisory board is not set up.

2.4. The collegial supervisory body to be electgdtle
general shareholders’ meeting should be set upshodld
act in the manner defined in Principles Ill and Where a
company should decide not to set up a collegia¢sugory
body but rather a collegial management body, he.koard,
Principles Il and IV should apply to the boardlasg as
that does not contradict the essence and purpogti

body?

' Provisions of Principles Il and IV are more applite to those instances when the general sharehbldeeting

elects the supervisory board, i.e. a body thas$emtially formed to ensure oversight of the comfsahoard and the
chief executive officer and to represent the corgfgashareholders. However, in case the company doeform the
supervisory board but rather the board, most ofélsemmendations set out in Principles Il and B¢dme important
and applicable to the board as well. Furthermdrshould be noted that certain recommendationsgtwaie in their
essence and nature applicable exclusively to theersisory board, should not be applied to the boasl the
competence and functions of these bodies accotditige Law on Companies of the Republic of Lithaa@fficial

Gazette 2003, No 123-5574) are different. For instantami3.1 of the Code concerning oversight of theagament
bodies applies to the extent it concerns the ogktsif the chief executive officer of the compahyt not of the board
itself; item 4.1 of the Code concerning recommeiodatto the management bodies applies to the eittexiites to the
provision of recommendations to the company’s ceiefcutive officer; item 4.4 of the Code concerrimdependence
of the collegial body elected by the general meetiom the company’s management bodies is apptig¢tig extent it
concerns independence from the chief executiveetfi




2.5. Company’s management and supervisory bodmgddl
comprise such number of board (executive directarsj
supervisory (non-executive directors) board memitkees
no individual or small group of individuals can doate
decision-making on the part of these bodies.

Yes

A general shareholders’ meeting elected a bofbdnembersg
for the period of four years. The number of membisrs
sufficient because there are specialists from iiffespheres.

2.6. Non-executive directors or members of the suipery
board should be appointed for specified terms sthije
individual re-election, at maximum intervals prositifor in
the Lithuanian legislation with a view to ensurimgcessary
development of professional experience and suffttie
frequent reconfirmation of their status. A possipilto

remove them should also be stipulated however

procedure should not be easier than the removaedwoe
for an executive director or a member of the marreye
board.

Yes

this

The tenure of the members of the board isur)igears.

2.7. Chairman of the collegial body elected by geaeral

shareholders’ meeting may be a person whose cuaent

past office constitutes no obstacle to conduct pedelent
and impartial supervision. Where a company shoelcic®
not to set up a supervisory board but rather tredyat is
recommended that the chairman of the board andf
executive officer of the company should be a défern
person. Former company’s chief executive officeousth
not be immediately nominated as the chairman of
collegial body elected by the general shareholdeesting.

No

hie

the

When a company chooses to departure from these

recommendations, it should furnish information dre t

measures it has taken to ensure impartiality of
supervision.

the

The chairman of the board of the Company andGkeeral
manager is the same person. A more conventional afay
management.

Principle Ill: The order of the formation of a coll egial body to be elected by a general shareholdenrsieeting

The order of the formation a collegial body to be lected by a general shareholders’ meeting should sare representation of
minority shareholders, accountability of this bodyto the shareholders and objective monitoring of theeompany’s operation and its

management bodies.

2 Definitions‘executive directorand‘non-executive directorare used in cases when a company has only ongiedlle

body.

3 Attention should be drawn to the fact that in ituation where the collegial body elected by thenegal
shareholders’ meeting is the board, it is natumat being a management body it should ensure g¥erapt of all
management bodies of the company, but only of thglesperson body of management, i.e. the compackisf

executive officer. This note shall apply in respafatem 3.1 as well.



3.1. The mechanism of the formation of a collegiadly to
be elected by a general shareholders’ meetingi(tadter in
this Principle referred to as the ‘collegial bodghould
ensure objective and fair monitoring of the compsir
management bodies as well as representation ofrityin
shareholders.

Yes

(]

While a general shareholders’ meeting is offprtandidates
to the board, information about every candidafg@vided.

3.2. Names and surnames of the candidates to be
members of a collegial body, information about tth
education, qualification, professional backgroupadsitions
taken and potential conflicts of interest shoulddiszlosed
early enough before the general shareholders’ ngpeto
that the shareholders would have sufficient timenake an
informed voting decision. All factors affecting t
candidate’s independence, the sample list of wisiglet out
in Recommendation 3.7, should be also disclosed
collegial body should also be informed on any sgbeat
changes in the provided information. The colledgialdy
should, on yearly basis, collect data providechis item on
its members and disclose this in the company’'s an
report.

COfMms

Th

nu

The board operates according to the regulafitime Board.

3.3. Should a person be nominated for members
collegial body, such nomination should be followmdthe
disclosure of information on candidate’'s particu
competences relevant to his/her service on theegiall
body. In order shareholders and investors are abl
ascertain whether member’'s competence is furthevast,
the collegial body should, in its annual reporgctbse the
information on its composition and particular cotenees
of individual members which are relevant to theirvice on
the collegial body.

nfYas

lar

Members of the board and other specialists haile
opportunities to participate in seminars and canrfees to
raise their qualifications.

3.4. In order to maintain a proper balance in teohshe
current qualifications possessed by its memberg
collegial body should determine its desired compmsi
with regard to the company’s structure and ac#sitiand
have this periodically evaluated. The collegial yoathould
ensure that it is composed of members who, as dewl
have the required diversity of knowledge, judgmend
experience to complete their tasks properly. Thenbegs of
the audit committee, collectively, should have a&erg
knowledge and relevant experience in the fieldfirance,
accounting and/or audit for the stock exchangeedis
companies.

Yes

nOo

—

All conditions are offered to the members af tioard and
other specialists to raise their qualificationsquae diverse
knowledge, judgment and experience to completea tasks

properly.

3.5. All new members of the collegial body should
offered a tailored program focused on introducingeanber
with his/her duties, corporate organization andvais.
The collegial body should conduct an annual review
identify fields where its members need to updagsr tbkills

bYes

and knowledge.

Employees of all basic offices are membersiefioard. They
work following the laws regulating the activitiesf ¢he
Company and their changes.




3.6. In order to ensure that all material conflictsnterest
related with a member of the collegial body areohe=d
properly, the collegial body should comprise a isight’
number of independefhmembers.

3.7. A member of the collegial body should be cdastd to
be independent only if he is free of any businé&asjly or

other relationship with the company, its contr@lip

shareholder or the management of either, that eseat
conflict of interest such as to impair his judgmesince all
cases when member of the collegial body is likedy

—

become dependant are impossible to list, moreqgver,

relationships and circumstances associated with
determination of independence may vary amor
companies and the best practices of solving tiablpm are
yet to evolve in the course of time, assessment
independence of a member of the collegial body lshba
based on the contents of the relationship and mistances
rather than their form. The key criteria for idéyitig
whether a member of the collegial body can be demsd
to be independent are the following:

1) He/she is not an executive director or member ef
board (if a collegial body elected by the geneg
shareholders’ meeting is the supervisory board
the company or any associated company and
not been such during the last five years;

the
gst

of

ral
of
has

2) He/she is not an employee of the company or spme

any company and has not been such during

the

last three years, except for cases when a member
of the collegial body does not belong to the senior

management and was elected to the collegial 4
as a representative of the employees;

3) He/she is not receiving or has been not recei
significant additional remuneration from t

ody

ing

company or associated company other than

remuneration for the office in the collegial bod

y.

There are not many employees of proper qualificati

4 The Code does not provide for a concrete numbérdeipendent members to comprise a collegial bty codes
in foreign countries fix a concrete number of inelegent members (e.g. at least 1/3 or 1/2 of the bmesnof the
collegial body) to comprise the collegial body. Hawer, having regard to the novelty of the inst@ntof independent
members in Lithuania and potential problems inifigdand electing a concrete number of independemhioers, the
Code provides for a more flexible wording and abaive companies themselves to decide what numbedependent
members is sufficient. Of course, a larger numbenadependent members in a collegial body is eraged and will

constitute an example of more suitable corporategmnce.

® It is notable that in some companies all membétae collegial body may, due to a very small numtieminority
shareholders, be elected by the votes of the mjshiareholder or a few major shareholders. Buhevenember of
the collegial body elected by the majority shardbad may be considered independent if he/she mtbets

independence criteria set out in the Code.




Such additional remuneration includes
participation in share options or some other
performance based pay systems; it does |not
include compensation payments for the previpus
office in the company (provided that such
payment is no way related with later position)|as
per pension plans (inclusive of deferred
compensations);

4) He/she is not a controlling shareholder |or
representative of such shareholder (control| as
defined in the Council Directive 83/349/EEC
Article 1 Part 1);

5) He/she does not have and did not have any material
business relations with the company or associated
company within the past year directly or ag a
partner, shareholder, director or supetjior
employee of the subject having such relationship.
A subject is considered to have business relatjons
when it is a major supplier or service provider
(inclusive of financial, legal, counseling and
consulting services), major client or organization
receiving significant payments from the company
or its group;

6) He/she is not and has not been, during the laséethr
years, partner or employee of the current|or
former external audit company of the company or
associated company;

7) Helshe is not an executive director or member ef|th
board in some other company where executive
director of the company or member of the board
(if a collegial body elected by the general
shareholders’ meeting is the supervisory board) is
non-executive director or member of the
supervisory board, he/she may not also have |any
other material relationships with executiye
directors of the company that arise from their
participation in activities of other companies |or
bodies;

8) He/she has not been in the position of a member of
the collegial body for over than 12 years;

9) He/she is not a close relative to an executivectbre
or member of the board (if a collegial bogy
elected by the general shareholders’ meeting i the
supervisory board) or to any person listed|in




above items 1 to 8. Close relative is considered to
be a spouse (common-law spouse), children jand

parents.

3.8. The determination of what constitutes indepexd is
fundamentally an issue for the collegial body itstd
determine. The collegial body may decide that, desa
particular member meets all the criteria of indefsste

laid down in this Code, he cannot be considered

independent due to special personal or companyete
circumstances.

[<9)

3.9. Necessary information on conclusions the gdalle
body has come to in its determination of whethe
particular member of the body should be considéoede

independent should be disclosed. When a person is

nominated to become a member of the collegial btiuky,
company should disclose whether it considers thsopeto
be independent. When a particular member of thiegial
body does not meet one or more criteria of indepeod sef
out in this Code, the company should discloseeiésons for|
nevertheless considering the member to be indepenbte

addition, the company should annually disclose twhi

members of the collegial body it considers to
independent.

3.10. When one or more criteria of independencesetn
this Code has not been met throughout the vyear,
company should disclose its reasons for considesn
particular member of the collegial body to be inglegent.
To ensure accuracy of the information disclosedelation
with the independence of the members of the calldgidy,

the company should require independent membersyve h

their independence periodically re-confirmed.




3.11. In order to remunerate members of a colldgidly for
their work and participation in the meetings of tatlegial
body, they may be remunerated from the compal
funds.6. The general shareholders’ meeting shopicicae
the amount of such remuneration.

No

]

ny's

Not applicable because it is not remuneratedmfrthe
company’s funds.

Principle IV: The duties and liabilities of a collegial body elected by the general shareholders’ meey

The corporate governance framework should ensure per and effective functioning of the collegial bog elected by the general
shareholders’ meeting, and the powers granted to ¢h collegial body should ensure effective monitorifigof the company’s
management bodies and protection of interests oflahe company’s shareholders.

4.1. The collegial body elected by the general efhalders’
meeting (hereinafter in this Principle referred a@s the
‘collegial body’) should ensure integrity and trpasency of
the company’s financial statements and the comstystem.
The collegial body should issue recommendationghto
company’s management bodies and monitor and catiiteg
company’s management performafice.

Yes

The annual financial integrity / accountabilyd the projec
of the profit share are discussed and confirmetheyoard.

b1t is notable that currently it is not yet complgtelear, in what form members of the supervisopatal or the board
may be remunerated for their work in these bodié®e Law on Companies of the Republic of Lithuar@ficial
Gazette 2003, No 123-5574) provides that members of tigessisory board or the board may be remunerated fo
their work in the supervisory board or the boardgpayment of annual bonuses (tantiems) in the maomscribed by
Article 59 of this Law, i.e. from the company’s fitoThe current wording, contrary to the wordinigeetive before 1
January 2004, eliminates the exclusive requirentieait annual bonuses (tantiems) should beathlg form of the
company’s compensation to members of the supegvisoard or the board. So it seems that the Lawatositno
prohibition to remunerate members of the superyidward or the board for their work in other fornbgsides

bonuses, although this possibility is not exprestdyed either.

” See Footnote 3.

8 See Footnote 3. In the event the collegial boegtel by the general shareholders’ meeting is tizedh it should
provide recommendations to the company’s singlsgretody of management, i.e. the company’s chietetive

officer.



4.2. Members of the collegial body should act iodjéaith,
with care and responsibility for the benefit and the
interests of the company and its shareholders Wdiib
regard to the interests of employees and publidanel
Independent members of the collegial body shoyldifder
all circumstances maintain independence of thealyais,
decision-making and actions (b) do not seek andpicany
unjustified privileges that might compromise thei
independence, and (c) clearly express their oloestj
should a member consider that decision of the giallg
body is against the interests of the company. Shau
collegial body have passed decisions independenthae
has serious doubts about, the member should macquate
conclusions. Should an independent member resign fiis
office, he should explain the reasons in a lettieir@ssed td
the collegial body or audit committee and, if neseeg,
respective company-not-pertaining body (institution

Not applicable.

4.3. Each member should devote sufficient time and

attention to perform his duties as a member ofctiiegial
body. Each member of the collegial body shouldtliother

professional obligations of his (in particular apy

directorships held in other companies) in such amag
they do not interfere with proper performance dfiekiof a
member of the collegial body. In the event a mendi¢he
collegial body should be present in less than & lndithe
meetings of the collegial body throughout the ficiahyear
of the company, shareholders of the company shbelg
notified.

Not applicable.

4.4. Where decisions of a collegial body may have Yes

different effect on the company’s shareholders,cibigegial
body should treat all shareholders impartially &aidy. It
should ensure that shareholders are properly irddrion
the company’s affairs, strategies, risk manageramd
resolution of conflicts of interest. The companysid have
a clearly established role of members of the caleigody
when communicating with and committing to sharebdd

The clear order for communication with the shalders is|
provided in the regulation of the activities of iempany.

° It is notable that companies can make this requérg more stringent and provide that shareholdecsild be
informed about failure to participate at the megginf the collegial body if, for instance, a membéthe collegial
body participated at less than 2/3 or 3/4 of theetings. Such measures, which ensure active patioip in the
meetings of the collegial body, are encouragedvahi¢onstitute an example of more suitable corpegovernance.
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45. It is recommended that transactions (exgepes

insignificant ones due to their low value or comled when
carrying out routine operations in the company undwial
conditions), concluded between the company and

shareholders, members of the supervisory or magdg

bodies or other natural or legal persons that esxernay
exert influence on the company’s management shbal
subject to approval of the collegial body. The deri
concerning approval of such transactions shoulddsmed

adopted only provided the majority of the indeperide

members of the collegial body voted for such asieni

n

)

Decisions about significant contracts are nigdéne board.

4.6. The collegial body should be independent isspey
decisions that are significant for the company’&rafions
and strategy. Taken separately, the collegial &bdyld be
independent of the company’s management bdti
Members of the collegial body should act and pass$stbns

without an outside influence from the persons wiaweh

elected it. Companies should ensure that the dallégdy

£S

and its committees are provided with sufficient

administrative and financial resources to dischatfyeir
duties, including the right to obtain, in partiaulrom
employees of the company, all the necessary infoomar
to seek independent legal, accounting or any @ttieice on
issues pertaining to the competence of the collegidy
and its committees.

Not applicable.

4.7. Activities of the collegial body should be aniged in a
manner that independent members of the collegialyh
could have major influence in relevant areas wichiances
of occurrence of conflicts of interest are veryhiguch

areas to be considered as highly relevant are dssifie

nomination of company’s directors, determination
directors’ remuneration and control and assessnuén
company’s audit. Therefore when the mentioned ssue
attributable to the competence of the collegial ypad is

recommended that the collegial body should estahl

No

o

of
it

S

nomination, remuneration, and audit committees.

Companies should ensure that the functions attaiidetto
the nomination, remuneration, and audit committaes

carried out. However they may decide to merge these

functions and set up less than three committeesudh case
a company should explain in detail reasons behhel
selection of alternative approach and how the tedel
approach complies with the objectives set forthtffier three
different committees. Should the collegial body tbe

—

There are no committees in the Company due small
number of specialists and officials and it wouldideside the
purpose.

9 In the event the collegial body elected by theegahshareholders’ meeting is the board, the recemation
concerning its independence from the company’'s gemant bodies applies to the extent it relatesh® t

independence from the company’s chief executivie

aff



company comprise small number of members, the ifumet
assigned to the three committees may be performpettieb
collegial body itself, provided that it meets corsjion
requirements advocated for the committees and [that
adequate information is provided in this respent.such
case provisions of this Code relating to the coraeg of
the collegial body (in particular with respect teeir role,
operation, and transparency) should apply, wheevaet,
to the collegial body as a whole.

4.8. The key objective of the committees is to éase
efficiency of the activities of the collegial botly ensuring
that decisions are based on due considerationtamelp
organize its work with a view to ensuring that thexisions
it takes are free of material conflicts of inter&Sommittees
should present the collegial body with recommeoaheti
concerning the decisions of the collegial body. &téheless
the final decision shall be adopted by the collegiady.
The recommendation on creation of committees is [not
intended, in principle, to constrict the competendéethe
collegial body or to remove the matters considdrech the
purview of the collegial body itself, which remaiffgly
responsible for the decisions taken in its field |of
competence.

4.9. Committees established by the collegial bodgukl
normally be composed of at least three members| In
companies with small number of members of the galle
body, they could exceptionally be composed of two
members. Majority of the members of each commiitee
should be constituted from independent membershef| t
collegial body. In cases when the company choosegon
set up a supervisory board, remuneration and gudit
committees should be entirely comprised of non-etiee
directors. Chairmanship and membership of the cdtees
should be decided with due regard to the needgarerthat
committee membership is refreshed and that undissnce
is not placed on particular individuals.
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4.10. Authority of each of the committees should |be
determined by the collegial body. Committees shquld

perform their duties in line with authority delegdtto them
and inform the collegial body on their activitiesidal
performance on regular basis. Authority of evergnouttee
stipulating the role and rights and duties of teenmittee
should be made public at least once a year (asopdhe
information disclosed by the company annually os |i
corporate governance structures and practices).p@oies
should also make public annually a statement bgtiexj
committees on their composition, number of meetiagd
attendance over the year, and their main activithasit
committee should confirm that it is satisfied withe
independence of the audit process and describéybite
actions it has taken to reach this conclusion.

=

4.11. In order to ensure independence and impiéytatithe
committees, members of the collegial body that oe
members of the committee should commonly havetd t@
participate in the meetings of the committee oflyvited

by the committee. A committee may invite or demand

participation in the meeting of particular officersexperts.
Chairman of each of the committees should have
possibility to maintain direct communication withhet
shareholders. Events when such are to be perfosmedld
be specified in the regulations for committee atigis.

4.12. Nomination Committee.
4.12.1. Key functions of the nomination committémwdd
be the following:

« Identify and recommend, for the approval of tiodlegial
body, candidates to fill board vacancies. The nauim
committee should evaluate the balance of skilleykadge
and experience on the management body, prepafe
description of the roles and capabilities requiedssume 3
particular office, and assess the time commitmgpeeted.
Nomination committee can also consider candidates
members of the collegial body delegated by theedi@ders
of the company;

« Assess on regular basis the structure, size, ositipn

and performance of the supervisory and manageimnt

bodies, and make recommendations to the collegdly
regarding the means of achieving necessary changes;

e Assess on regular basis the skills, knowledge |and

experience of individual directors and report ois tio the
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collegial body;

« Properly consider issues related to successempig;

« Review the policy of the management bodies fteci®n
and appointment of senior management.

4.12.2. Nomination committee should consider prajsoby
other parties, including management and sharemsl
When dealing with issues related to executive trscor
members of the board (if a collegial body electedtie
general shareholders’ meeting is the supervisogydjcand
senior management, chief executive officer of thmpgany
should be consulted by, and entitled to submit psajs to
the nomination committee.

der

4.13. Remuneration Committee.

4.13.1. Key functions of the remuneration commigkeuld
be the following:

* Make proposals, for the approval of the colletiatly, on
the remuneration policy for members of managemedids
and executive directors. Such policy should addrass
forms of compensation, including the fixed remutiera
performance-based remuneration schemes, pe
arrangements, and termination payments. Propg
considering performance-based remuneration sche
should be accompanied with recommendations on
related objectives and evaluation criteria, withview to
properly aligning the pay of executive director anembers
of the management bodies with the long-term intere$
the shareholders and the objectives set by thegiallbody;
* Make proposals to the collegial body on the idial
remuneration for executive directors and member
management bodies in order their remunerations
consistent with company’s remuneration policy amhe
evaluation of the performance of these personseraed.
In doing so, the committee should be properly imfed on
the total compensation obtained by executive dirscand
members of the management bodies from the affiig
companies;

* Make proposals to the collegial body on suitdblens of
contracts for executive directors and members af
management bodies;

« Assist the collegial body in overseeing how tlenpany
complies with applicable provisions regarding {
remuneration-related information disclosure (intigatar
the remuneration policy applied and individd
remuneration of directors);

« Make general recommendations to the executivecttirs

sion
sals
mes
the

of

are

ate

al

and members of the management bodies on the ledke
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structure of remuneration for senior managemendé¢éised
by the collegial body) with regard to the respezt

<

information provided by the executive directors dnd

members of the management bodies.

4.13.2. With respect to stock options and othereshbased
incentives which may be granted to directors oreoth
employees, the committee should:

« Consider general policy regarding the granting tloé
above mentioned schemes, in particular stock optiand
make any related proposals to the collegial body;

« Examine the related information that is given the
company’s annual report and documents intendedher
use during the shareholders meeting;

« Make proposals to the collegial body regardirg ¢hoice
between granting options to subscribe shares antigta
options to purchase shares, specifying the reatamgs
choice as well as the consequences that this chake
4.13.3. Upon resolution of the issues attributatethe
competence of the remuneration committee, the ctieeni
should at least address the chairman of the calldmdy
and/or chief executive officer of the company fheit
opinion on the remuneration of other executive does or
members of the management bodies.
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4.14. Audit Committee.

4.14.1. Key functions of the audit committee shoodédthe
following:

« Observe the integrity of the financial informatiprovided
by the company, in particular by reviewing the velece

and consistency of the accounting methods usedhby t

company and its group (including the criteria fdve {

consolidation of the accounts of companies in tioeig);

At least once a year review the systems of irtlecontrol
and risk management to ensure that the key risk$u@ive
of the risks in relation with compliance with exigf laws
and regulations) are properly identified, managed
reflected in the information provided;

« Ensure the efficiency of the internal audit fuonrt among
other things, by making recommendations on thectiele
appointment, reappointment and removal of the ledate
internal audit department and on the budget of

department, and by monitoring the responsivenesth®f
management to its findings and recommendationsul8ho

there be no internal audit authority in the compahg need
for one should be reviewed at least annually;

* Make recommendations to the collegial body relatéth
selection, appointment, reappointment and remo¥ahe
external auditor (to be done by the general shédelrs
meeting) and with the terms and conditions of

engagement. The committee should investigate mns
that lead to a resignation of the audit companyuditor
and make recommendations on required actions it

situations;

¢ Monitor independence and impartiality of the emsd
auditor, in particular by reviewing the audit comps
compliance with applicable guidance relating to ribi@tion
of audit partners, the level of fees paid by thenpany, and
similar issues. In order to prevent occurrence atemial
conflicts of interest, the committee, based on dhditor's
disclosed inter alia data on all remunerations paidthe
company to the auditor and network, should at iatles
monitor nature and extent of the non-audit serviets/ing
regard to the principals and guidelines establishetie 16
May 2002 Commission Recommendation 2002/590/EC,

committee should determine and apply a formal poli

establishing types of non-audit services that az
excluded, (b) permissible only after review by f{
committee, and (c) permissible without referral ttee
committee;

« Review efficiency of the external audit processd g

the

h

S
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responsiveness of management to recommendations img
the external auditor's management letter.

4.14.2. Al members of the committee should be ifived
with complete information on particulars of accongf
financial and other operations of the company. Camyjs
management should inform the audit committee of
methods used to account for significant and unu
transactions where the accounting treatment magpbe to
different approaches. In such case a special ceraidn
should be given to company’s operations in offstuaeters
and/or activities carried out through special psgweehicles|
(organizations) and justification of such operagion

4.14.3. The audit committee should decide whe
participation of the chairman of the collegial bpaief
executive officer of the company, chief financifficer (or
superior employees in charge of finances, treasumgt
accounting), or internal and external auditors ime
meetings of the committee is required (if requirethen).
The committee should be entitled, when needed, getr
with any relevant person without executive direstand
members of the management bodies present.

4.14.4. Internal and external auditors should loeirssl with
not only effective working relationship with managent,
but also with free access to the collegial bodyr fuos
purpose the audit committee should act as the ipah
contact person for the internal and external auslito

4.14.5. The audit committee should be informed lo#
internal auditor’'s work program, and should be ished
with internal audit's reports or periodic summaridhe
audit committee should also be informed of the w
program of the external auditor and should be &imedl
with report disclosing all relationships betweene
independent auditor and the company and its grdte.
committee should be timely furnished information alh
issues arising from the audit.

4.14.6. The audit committee should examine whether
company is following applicable provisions regagithe
possibility for employees to report alleged sigrafit
irregularities in the company, by way of complairds
through anonymous submissions (normally to

independent member of the collegial body), and kh
ensure that there is a procedure established épopiionate

ad
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her
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and independent investigation of these issues amd| f
appropriate follow-up action.

4.14.7. The audit committee should report on its/éies to
the collegial body at least once in every six mentt the
time the yearly and half-yearly statements are apgt .

4.15.Every year the collegial body should conduw |t
assessment of its activities. The assessment slivelldie
evaluation of collegial body’s structure, work omgaation
and ability to act as a group, evaluation of eathhe
collegial body member’'s and committee’s competesie
work efficiency and assessment whether the colldmdy
has achieved its objectives. The collegial bodyukhoat
least once a year, make public (as part of thernmdition the
company annually discloses on its management stes
and practices) respective information on its iraéfn
organization and working procedures, and specifyatw
material changes were made as a result of thesmssast of
the collegial body of its own activities.

>

Principle V: The working procedure of the company’scollegial bodies

The working procedure of supervisory and managemenodies established in the company should ensurdiefent operation of these
bodies and decision-making and encourage active operation between the company’s bodies.

5.1. The company’'s supervisory and management ®qdie
(hereinafter in this Principle the concept ‘collEgbodies’
covers both the collegial bodies of supervision ahd
collegial bodies of management) should be chairgd| b
chairpersons of these bodies. The chairpersoncollegial
body is responsible for proper convocation of tbéegial
body meetings. The chairperson should ensure [that
information about the meeting being convened ard| it

agenda are communicated to all members of the by,
chairperson of a collegial body should ensure gmte
conducting of the meetings of the collegial bodyheT
chairperson should ensure order and working atrmeysgh
during the meeting.
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5.2. It is recommended that meetings of the compa
collegial bodies should be carried out accordingttie
schedule approved in advance at certain intervalsme.
Each company is free to decide how often to cony
meetings of the collegial bodies, but it is recomaed that
these meetings should be convened at such intewhish
would guarantee an interrupted resolution of theeetal
corporate governance issues. Meetings of the coysd
supervisory board should be convened at least amae
quarter, and the company’s board should meet at mace
a month*.

nyes

ene

The company is free to decide how often to eapvmeetings
of the board. Under the necessity an extraordinagting of
the board is being convened.

5.3. Members of a collegial body should be notifszbut
the meeting being convened in advance in orderlltova
sufficient time for proper preparation for the isswon the
agenda of the meeting and to ensure fruitful disicusand
adoption of appropriate decisions. Alongside witd hotice
about the meeting being convened, all the docum
relevant to the issues on the agenda of the mestiogld be
submitted to the members of the collegial body. &benda
of the meeting should not be changed or supplerde
during the meeting, unless all members of the g@ldbody
are present or certain issues of great importanc¢he
company require immediate resolution.

ents

nte

5.4. In order to co-ordinate operation of the comypa
collegial bodies and ensure effective decision-mgkK
process, chairpersons of the company’s collegidigsoof
supervision and management should closely co-opdrmat
co-coordinating dates of the meetings, their agerafzd
resolving other issues of corporate governance. bégsof
the company’s board should be free to attend mg=tof
the company’s supervisory board, especially wheseids
concerning removal of the board members, theiiilitglor

remuneration are discussed.

Dates and agendas of the meetings are coordinated.

Principle VI: The equitable treatment of shareholdes and shareholder rights

The corporate governance framework should ensure # equitable treatment of all shareholders, includig minority and foreign
shareholders. The corporate governance framework stuld protect the rights of the shareholders.

6.1. It is recommended that the company’s capitauki
consist only of the shares that grant the sametsrigh
voting, ownership, dividend and other rights to tdeir
holders.

Yes

Ordinary nominal shares that make the authorizeplite& of
the Company, grant equal rights to the owners efdhares.

11 The frequency of meetings of the collegial bodgviided for in the recommendation must be applieth@se cases
when both additional collegial bodies are formedhat company, the board and the supervisory bdarthe event
only one additional collegial body is formed in tbempany, the frequency of its meetings may bestablshed for

the supervisory board, i.e. at least once in atquar
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6.2. It is recommended that investors should haeess to
the information concerning the rights attachedn® $hareg
of the new issue or those issued earlier in adyahee
before they purchase shares.

Yes

Complete information about the shares thabaieg issued ig
provided in the shareholders’ meeting. The subistiaetent is
announced in the press.

6.3. Transactions that are important to the company its
shareholders, such as transfer, investment, anigplef the
company’s assets or any other type of encumbramceld

No

be subject to approval of the general shareholders’

meeting™? All shareholders should be furnished with eq
opportunity to familiarize with and participate ithe
decision-making process when significant corporssees,
including approval of transactions referred to ahosre
discussed.

ual

Transactions that are important to the Compargiuding
approval of transactions referred to is performgdhie board.

6.4. Procedures of convening and conducting a gémneres

shareholders’ meeting should ensure equal opptigarfor
the shareholders to effectively participate at theetings
and should not prejudice the rights and interestghe
shareholders. The venue, date, and time of thesbllers’
meeting should not hinder wide attendance of

shareholders. Prior to the shareholders’ meetir®

the
t

company’s supervisory and management bodies sHhould

enable the shareholders to lodge questions onsissu¢he
agenda of the general shareholders’ meeting aneivee
answers to them.

The statutes of the Company determine to whiodnim what
way information could be provided.

2 The Law on Companies of the Republic of Lithua(@ficial Gazette 2003, No 123-5574) no longer assigns
resolutions concerning the investment, transfersde mortgage or acquisition of the long-termstassecounting for
more than 1/20 of the company’s authorized capitdhe competence of the general shareholders’ingeédowever,
transactions that are important and material fer tcbompany’s activity should be considered and amutdoy the
general shareholders’ meeting. The Law on Compargatains no prohibition to this effect either. Yietorder not to
encumber the company’s activity and escape an sonehly frequent consideration of transactionatmeetings,
companies are free to establish their own critefianaterial transactions, which are subject to dpperoval of the
meeting. While establishing these criteria of matdransactions, companies may follow the critegaout in items 3,
4, 5 and 6 of paragraph 4 of Article 34 of the LamvCompanies or derogate from them in view of {eciic nature

of their operation and their attempt to ensure teniapted, efficient functioning of the company.
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6.5. It is recommended that documents on the cafrfiee
general shareholders’ meeting, including draft lkggms of
the meeting, should be placed on the publicly azibks
website of the company in advafitelt is recommendeq
that the minutes of the general shareholders’ megetdfter
signing them and/or adopted resolutions should ke
placed on the publicly accessible website of theagamy.
Seeking to ensure the right of foreigners to faariie with
the information, whenever feasible, documents reéeto in
this recommendation should be published in Englisti/or
other foreign languages. Documents referred to his
recommendation may be published on the publ
accessible website of the company to the extent
publishing of these documents is not detrimentalthie
company or the company’s commercial secrets are
revealed.

Yes

cly
tha

not

It is announced in the website of the Company.

6.6. Shareholders should be furnished with the dppiy
to vote in the general shareholders’ meeting isq@e@and in
absentia. Shareholders should not be prevented \foiimg
in writing in advance by completing the generalingt
ballot.

Yes

The shareholder can participate in the shadehgllmeeting in
person, by deputy if the person has proper authiioiz or
whether an assignation contract of voting rightsigned, or
can vote by post.

6.7. With a view to increasing the shareholde
opportunities to participate effectively at shafeecs’

meetings, the companies are recommended to expandfl

modern technologies in voting processes by allowtimg
shareholders to vote in general meetings via teal
equipment of telecommunications. In such casesritg@i
telecommunication equipment, text protection and
possibility to identify the signature of the votimmerson
should be guaranteed. Moreover, companies couldstuf
its shareholders, especially foreigners, with tppastunity
to watch shareholder meetings by means of mo
technologies.

r&lo

in

ern

There are no possibilities to apply modern tedtgies and
telecommunication equipment for shareholders t@ wotthe
shareholders’ meetings.

Principle VII: The avoidance of conflicts of interest and their disclosure

The corporate governance framework should encouragmembers of the corporate bodies to avoid conflictef interest and assure
transparent and effective mechanism of disclosuref @onflicts of interest regarding members of the aporate bodies.

13 The documents referred to above should be plasgteocompany’s website in advance with due retmed10-day
period before the general shareholders’ meetingrohéned in paragraph 7 of Article 26 of the Law@ompanies of

the Republic of Lithuania (Official Gazette, 2008) 123-5574).
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7.1. Any member of the company's supervisory andes

management body should avoid a situation, in whisther
personal interests are in conflict or may be inflazinwith
the company'’s interests. In case such a situaioctur, a

member of the company’s supervisory and management

body should, within reasonable time, inform othemmbers
of the same collegial body or the company’s bodt tias
elected him/her, or to the company’s shareholdbmitaa
situation of a conflict of interest, indicate thature of the
conflict and value, where possible.

7.2. Any member of the company's supervisory and

management body may not mix the company’'s asdets

use of which has not been mutually agreed uponh

his/her personal assets or use them or the infawmathich
he/she learns by virtue of his/her position as anber of a
corporate body for his/her personal benefit ortlfer benefit
of any third person without a prior agreement & ¢feneral
shareholders’ meeting or any other
authorized by the meeting.

, t
t

corporate body

7.3. Any member of the company's supervisory and

management body may conclude a transaction with
company, a member of a corporate body of whichhieeis.
Such a transaction (except insignificant ones dug¢heir
low value or concluded when carrying out routi
operations in the company under usual conditions3trbe
immediately reported in writing or orally, by redang this
in the minutes of the meeting, to other memberth@fsame
corporate body or to the corporate body that hastedl
him/her or to the company’'s shareholders. Transasf
specified in this recommendation are also subjert
recommendation 4.5.

the

The members of the board follow these recommenatido
not participate in voting and making decisions wipensonal
interests are involved.

7.4. Any member of the company's supervisory andes
management body should abstain from voting when

decisions concerning transactions or other issfipsrsonal
or business interest are voted on.

Recommendations are being followed.

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revsion and disclosure of directors’ remuneration estblished in the company
should prevent potential conflicts of interest andabuse in determining remuneration of directors, inaddition it should ensure
publicity and transparency both of company’s remuneation policy and remuneration of directors.

8.1. A company should make a public statement ef
company’s  remuneration policy (hereinafter {
remuneration statement). This statement should vt qi
the company’s annual accounts. Remuneration state
should also be posted on the company’s website.

tes
he

me

Concise information is provided in the anneglort.
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8.2. Remuneration statement should mainly focus
directors’ remuneration policy for the followingareand, if
appropriate, the subsequent years. The statementlds
contain a summary of the implementation of {
remuneration policy in the previous financial ye8pecial
attention should be given to any significant change
company’s remuneration policy as compared to teeipus
financial year.

on

8.3. Remuneration statement should leastwise iechin
following information:

« Explanation of the relative importance of theiahle and
non-variable components of directors’ remuneration;

« Sufficient information on performance criteriattentitles
directors to share options, shares or variable compts of
remuneration;

« Sufficient information on the linkage between f{
remuneration and performance;

« The main parameters and rationale for any anhaalis
scheme and any other non-cash benefits;

« A description of the main characteristics of depgentary
pension or early retirement schemes for directors.

he

8.4. Remuneration statement should also summarizie
explain company’s policy regarding the terms of
contracts executed with executive directors and begmof
the management bodies. It should include, intes,
information on the duration of contracts with ex@ace
directors and members of the management bodies,
applicable notice periods and details of provisidos
termination payments linked to early terminationden
contracts for executive directors and members o
management bodies.

al

the

8.5. The information on preparatory and decisiomding
processes, during which a policy of remuneration
directors is being established, should also belatied.
Information should include data, if applicable,arthorities
and composition of the remuneration committee, raaamsl
surnames of external consultants whose services bagn
used in determination of the remuneration policyvad as
the role of shareholders’ annual general meeting.

of

8.6. Without prejudice to the role and organizatainthe
relevant bodies responsible for setting directg
remunerations, the remuneration policy or any ot
significant change in remuneration policy should
included into the agenda of the shareholders’ dnyergeral
meeting. Remuneration statement should be put dtiny
in shareholders’ annual general meeting. The vag be
either mandatory or advisory.
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8.7. Remuneration statement should also contaiailddt
information on the entire amount of remuneratioc/usive

of other benefits, that was paid to individual diges over
the relevant financial year. This document shousd &t

least the information set out in items 8.7.1 ta8for each
person who has served as a director of the compaapy
time during the relevant financial year.

8.7.1. The following remuneration and/or emolumer
related information should be disclosed:

¢ The total amount of remuneration paid or due he

director for services performed during the releviardncial

year, inclusive of, where relevant, attendance feesl by

the annual general shareholders meeting;

¢ The remuneration and advantages received from

undertaking belonging to the same group;

« The remuneration paid in the form of profit shgrand/or
bonus payments and the reasons why such bonus ptyi
and/or profit sharing were granted;

« If permissible by the law, any significant addital

remuneration paid to directors for special servioatside
the scope of the usual functions of a director;

« Compensation receivable or paid to each formecetve
director or member of the management body as dtrek(
his resignation from the office during the previdimancial

year;

« Total estimated value of non-cash benefits carsid as
remuneration, other than the items covered in theva
points.

8.7.2. As regards shares and/or rights to acquiares
options and/or all other share-incentive schemds

following information should be disclosed:

« The number of share options offered or sharestgdaby
the company during the relevant financial year dmeir

conditions of application;

« The number of shares options exercised duringefeyant
financial year and, for each of them, the numbesluires
involved and the exercise price or the value ofitiierest in
the share incentive scheme at the end of the fiabyear;

* The number of share options unexercised at tdeoéthe

financial year; their exercise price, the exerdate and the
main conditions for the exercise of the rights;

¢ All changes in the terms and conditions of eriptshare
options occurring during the financial year.

8.7.3. The following supplementary pension schen
related information should be disclosed:

* When the pension scheme is a defined-benefitnseh
changes in the directors’ accrued benefits underdbheme
during the relevant financial year;

* When the pension scheme is defined-contributdrese,
detailed information on contributions paid or padgaly the
company in respect of that director during the wafe

financial year.

8.7.4. The statement should also state amounts thiea|
company or any subsidiary company or entity inctudte
the consolidated annual financial statements ottmpany
has paid to each person who has served as a diredtoe
company at any time during the relevant financieryin
the form of loans, advance payments or guaranf
including the amount outstanding and the interast r

any

es-

U

t

ees,
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8.8. Schemes anticipating remuneration of directiorg
shares, share options or any other right to puschhares o

be remunerated on the basis of share price movement

should be subject to the prior approval of shamdrs!
annual general meeting by way of a resolution patheir
adoption. The approval of scheme should be relattdthe
scheme itself and not to the grant of such shased
benefits under that scheme to individual directohdl.
significant changes in scheme provisions should &l
subject to shareholders’ approval prior to themibn; the
approval decision should be made in shareholdemsua
general meeting. In such case shareholders shoel
notified on all terms of suggested changes and aye
explanation on the impact of the suggested changes.

0 b
[

8.9. The following issues should be subject to apgr by
the shareholders’ annual general meeting:

« Grant of share-based schemes, including sharensptto
directors;

¢ Determination of maximum number of shares andnmai

conditions of share granting;

« The term within which options can be exercised;

¢ The conditions for any subsequent change in Keecese
of the options, if permissible by law;

« All other long-term incentive schemes for whidhedtors
are eligible and which are not available to othepleyees

of the company under similar terms. Annual general

meeting should also set the deadline within whieh bhody

responsible for remuneration of directors may award

compensations listed in this article to individdakctors.

8.10. Should national law or company’s Articles

Association allow, any discounted option arrangemealer
which any rights are granted to subscribe to shatrasprice
lower than the market value of the share prevaibngthe
day of the price determination, or the averagéhefrharket
values over a number of days preceding the daten e
exercise price is determined, should also be stlbgethe
shareholders’ approval.

8.11. Provisions of Articles 8.8 and 8.9 should et
applicable to schemes allowing for participationden
similar conditions to company’s employees or emeésyof
any subsidiary company whose employees are elidibl
participate in the scheme and which has been apgrov
the shareholders’ annual general meeting.
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8.12. Prior to the annual general meeting thattisnded to
consider decision stipulated in Article 8.8, thargtnolders
must be provided an opportunity to familiarize widhaft
resolution and project-related notice (the docusietiould
be posted on the company’'s website). The noticeildho
contain the full text of the share-based remunemati
schemes or a description of their key terms, as agefull
names of the participants in the schemes. Notioaldralso
specify the relationship of the schemes and therative
remuneration policy of the directors. Draft resmotmust
have a clear reference to the scheme itself dre@tmmary|
of its key terms. Shareholders must also be predewith
information on how the company intends to providethe
shares required to meet its obligations under itoen
schemes. It should be clearly stated whether tmepaay
intends to buy shares in the market, hold the share
reserve or issue new ones. There should also benmary
on scheme-related expenses the company will sdiferto
the anticipated application of the scheme. All infation
given in this article must be posted on the comfgany
website.

U

Principle IX: The role of stakeholders in corporategovernance

The corporate governance framework should recognizéhe rights of stakeholders as established by lawnd encourage active co-
operation between companies and stakeholders in a#ng the company value, jobs and financial sustaability. For the purposes of
this Principle, the concept “stakeholders” includesinvestors, employees, creditors, suppliers, cliesit local community and other
persons having certain interest in the company coeened.

9.1. The corporate governance framework shouldragkat
the rights of stakeholders that are protected by e
respected.

9.2. The corporate governance framework shouldterea
conditions for the stakeholders to participate amporate
governance in the manner prescribed by law. Exasnple
mechanisms of stakeholder participation in corgorat
governance include: employee participation in adopof
certain key decisions for the company; consultimg |t
employees on corporate governance and other imgofrta
issues; employee participation in the company'sresha
capital; creditor involvement in governance in tioatext of
the company'’s insolvency, etc.

9.3. Where stakeholders participate in the corporat
governance process, they should have access teamtle
information.

Principle X: Information disclosure and transparency

The corporate governance framework should ensure #t timely and accurate disclosure is made on all nterial information
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regarding the company, including the financial sit@tion, performance and governance of the company.

10.1. The company should disclose information on:
 The financial and operating results of the conypan

« Company objectives;

¢ Persons holding by the right of ownership or amtcol of
a block of shares in the company;

Yes

« Members of the company’s supervisory and manageme

bodies, chief executive officer of the company dhdir
remuneration;

» Material foreseeable risk factors;

 Transactions between the company and connectsdrse
as well as transactions concluded outside the ecofrshe
company’s regular operations;

¢ Material issues regarding employees and o
stakeholders;

« Governance structures and strategy.

This list should be deemed as a minimum recomméenda
while the companies are encouraged not to limitngelves
to disclosure of the information specified in thss.

10.2. It is recommended that consolidated resuftshe
whole group to which the company belongs should
disclosed when information specified in item 1
Recommendation 10.1 is under disclosure.

10.3. It is recommended that information on thefgssional
background, qualifications of the members of suisery
and management bodies, chief executive officer hef
company should be disclosed as well as potentiaflicts
of interest that may have an effect on their deosiwhen
information specified in item 4 of Recommendatioh 11
about the members of the company's supervisory
management bodies is under disclosure. It is
recommended that information about the amount
remuneration received from the company and othawnire
should be disclosed with regard to members of
company’s supervisory and management bodies aref
executive officer as per Principle VIII.

10.4. It is recommended that information about lihks
between the company and its stakeholders, inclu
employees, creditors, suppliers, local communisywell as
the company’s policy with regard to human resour
employee participation schemes in the company’'ses
capital, etc. should be disclosed when informasipacified
in item 7 of Recommendation 10.1 is under disclesur

her

t

be
of

—

and
also
of

the
chi

ding

es
ha

All information is provided in the website bEtCompany.
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10.5. Information should be disclosed in such a Wt
neither shareholders nor investors are discriméhatéh

regard to the manner or scope of access to infawmait

Information should be disclosed to all simultanépult is
recommended that notices about material events|dHyzu
announced before or after a trading session orVilméus
Stock Exchange, so that all the company’s sharehsldnd
investors should have equal access to the infoomagtnd
make informed investing decisions.

Yes

principles and recommendations of the Governande.co

The Company states that it follows the best wdrthe

10.6. Channels for disseminating information sho
provide for fair, timely and cost-efficient accdesrelevant
information by users. It is recommended that infation
technologies should be employed for wider dissetiinaof
information, for instance, by placing the infornaation the
company’s website. It is recommended that inforom
should be published and placed on the company’ssivee
not only in Lithuanian, but also in English, anchemever
possible and necessary, in other languages as well.

uld

10.7. It is recommended that the company’s anrepbnts
and other periodical accounts prepared by the cogn
should be placed on the company’'s website. It
recommended that the company should annoy
information about material events and changes énpitice
of the company’s shares on the Stock Exchange en
company’s website too.

Yes
ba

nce

th

It is announced in the website of the Company.

Principle XI: The selection of the company’s aud

The mechanism of the selection of the company’s amor should ensure independence of the firm of audlor's conclusion and

opinion.

ito

11.1. An annual audit of the company’s financiakasments
and report should be conducted by an independent df
auditors in order to provide an external and objec
opinion on the company’s financial statements.

Yes

An independent firm of auditors conducts anitaofl the
Company’s financial statements and annual report.

11.2. It is recommended that the company’s supenyi
board and, where it is not set up, the company'ard
should propose a candidate firm of auditors togheeral
shareholders’ meeting.

5 Yes
D

The competition for conducting of the audit dbo be
announced. The offers are discussed in the bdaedjdcision
is made and the candidate audit firm is presermtéde general
shareholders’ meeting.
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11.3. It is recommended that the company shoultlatie to
its shareholders the level of fees paid to the fifrauditors
for non-audit services rendered to the company.s]
information should be also known to the compan
supervisory board and, where it is not formed,
company’s board upon their consideration which fiofn
auditors to propose for the general shareholdeegtimg.

Yes

Ihi
y's
the

All information about the audit firm
shareholders.

is givero tthe

The chairman of the board

rRoaldas Dunauskas




