ANNUAL REPORT OF PUBLIC COMPANY
MAZEIKIU NAFTA FOR THE YEAR 20606

The year 2006 was significant as well as historical for AB Mazeikiu Nafta (hereinafter ~ the
Company) due to the management, organizational and operational changes.

Ownership changes

On December 14, 2006, Polski Koncern Naftowy Orlen SA (hereinafter - PKN ORLEN) acquired
379,918,411 shares from Yukos International UK BV, with subsequent acquisition of 216,915,941
shares from the Government of the Republic of Lithuania on December 15, 2006, this way becoming
entitled to 84.36 per cent of the total number of shares of the Company, The number of the Company
shares owned by the Government of the Republic of Lithuania then amounted to 10.0 per cent, while
the remaining portion of shares were held by the minority shareholders of the Company.

Upon closing of the transaction for transfer of the Company shares to PKN ORLEN and acquisition of
shares granting more than 40 per cent of all votes in the Company’s General Meeting of Shareholders,
the Mandatory Takeover Bid was announced by PKN ORLEN on December 22, 2006, for purchase of
all shares of the Company traded publicly on the Vilnius Stock Exchange.

Based on the Terms of Reorganization prepared on October 28, 2006, AB Mazeikiu Nafta and AB
Mazeikiy elektriné have been reorganized pursuant to Article 2.97(3) of the Civil Code of the
Republic of Lithuania by way of merger of AB MaZeikiy elektriné, wound up as a legal person after
reorganization, into AB Mazeikiu Nafta continuing its activities after reorganization. After
reorganization closing on December 28, 2006, the authorized capital of the Company was increased
from LTL 707,454,130 to LTL 708,821,122, Upon exchange of the shares issued by AB Mazeikiy
elektriné for the shares of AB Mazeikiu Nafta, continuing its activities after reorganizaticon, at the
exchange ratio of 0.859757 share of AB Mazeikiu Nafta against | share issued by AB Mazeikiy
elektring, and allocation of the newly issued shares of AB Mazeikiu Nafta pursuant to the principles of
shares allocation provided for in the Terms of Reorganization, the shareholders of AB MazZeikiy
elektring became entitled to 1,366,992 ordinary registered shares of AB Mazeikiu Nafta with a
nominal value of LTL | each.

After the reorganization PKN ORLEN became entitled to 84.2 per cent, the Government of the
Republic of Lithuania — to 9.98 per cent, and the minority shareholders — to 5.82 per cent of the shares
of the Company. Information on compliance of the Company’s governance structure to the Corporate
Governance Code for Companies Listed on the National Stock Exchange is presented in Annex no.! to
this Annual Report.

Financial and operating results

The net profit of the Company in 2006 under the International Financial Reporting Standards
amounted to TYSD 65.5 million (LTL 180.1 million), while the net profit of the Company for the year
2005 was USD 313.8 million (LTL 876.7 million).

The revenues of the Company increased by 6.8 per cent reaching the total amount of USD 4.245
billion (L.T1. 11.679 billion) for the year 2006. Relatively weaker results of the Company, if compared
to 2005, had a respective impact on the changes of its financial indicators, Profitability indicators
reduced, as follows: the return on assets was 0.04 USD/USD (0.20 USD/USD in 2005), and the return
on equity was (.09 USD/USD (0.47 USD/USD in 2003). Changes of other indicators were as follows:
the long term debt to equity ratio was 0.62 (0.70 in 2003), the current ratio was 2.6 (2.37 in 2003), and
the asset turnover ratio was 2.75 (2.54 in 2005).

Notwithstanding the fire of 12th October 2006, which regarded to the Vacuum Distillation column of
the Vacuum Unit, the Company ended the year with profit. Working under the complicated conditions
the Company managed to produce high-quality products and satisfy the demand of its target markets.
Shartages that occurred due to the temporary reduction of the refining capacities of the Company have
been covered by purchasing the products on the market; therefore no fuel deficit has been faced by the
Baltic market. Dynamics of profit in the vear 2006, if compared to previous year, has changed:
everything what was granted by the market in 2005 was taken in 2006; therefore, the profit of the
Company after the fire reduced significantly.
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The main reasons that had an impact on reduced net profit of the Company, if compared to the year
20035, are as follows:

- reduction of the world refining margins and petroleum product prices in August-December 2006;

- interruption of crude oil supplies by pipeline since August 2006; crude oil import through Blitingé
Oil Terminal is relatively more expensive if compared to the pipeline supplies. In addition, no
revenues have been received for crude oil transportation by pipeline and transshipment via Blitingé Gil
Terminal (revenues of the Terminal reduced by 41,1 per cent if compared to the same period of 2008,
while reduction of revenues from the pipeline transportation services amounted to 31.8 per cent year
on year);

- due to the consequences of the fire in Oclober 2006, refining efficiency reduced followed by less
quantity of light petroleum products obtained from the crude oil refined. Management of the Company
set the following main tasks right afler the fire and oriented at improvement of the situation:
refurbishment, within three months, of the vacuum tower in Bitumen Production Unit with the
capacity of the tower being twice less than that of KT 1/1 Complex, {which was done by February
14th 2007), and rebuild of the damaged vacuum tower in KT 1/1 Complex until the end of 2007,

Sales of petroleum products by the Company in 2606 amounted to 7.963 miltion tons, compared to
8.511 millien tons of petroleum products in 2005. Western Europe remained the largest market for the
Company with 39 per cent of the total sales volume (3.091 miliion tons). Other large markets for the
Company remained Lithuania (23 per cent) and the USA (16 per cent or 1,250 million tons). Estonia
and Latvia each made for 7 per cent, while Poland made for 6 per cent of the total sales volume (566
thousand, 556 thousand, and 453 thousand tons respectively). The remaining 3 per cent of sales (214
thousand tons) came from Ukraine and Moldova.

The Company continued increase of petroleum products sales in the target markets. The amount of
petroleum products sold in Lithuanian market in 2006 was 1.834 million tons, i.e. increased by by 4.9
per cent versus 2005; the amount of petroleum products sold in 2006 in Latvian and Estonian markets
was 1.122 million tons (increase by 3.2 per cent versus 2005). Increase of the sales in such markets
witnesses the continued dynamic sales policy implemented by the Company, active sales in
cooperation with the largest as well as minor clients, pursuit of the strategic objectives of the
Company, recognition of petroleum products by such markets and increasing demand for higher
quality taking into consideration the growing attention of society to the environmental issues and,
consequently, the stricter quality requirements.

Business activities of the Company are closely related to the foreign markets; therefore the Company
faces challenges associated with the volatility of refining margins, prices of goods, rate of interest,
credit and currency associated risks. For this reason, risk management activity is being followed by the
Company and based on the written risk management policies.

Highest standards of financial operations

As a measure of professional standards, the Group has engaged the international rating agency Fitch
Ratings. It is aimed at precise evaluation of the risks of the Group, stability of its business
environment and perspectives, as well as achieving establishment of reasonable payment conditions in
terms of economics when concluding agreements with its suppliers and borrowing funds from banks,
In September 2006 the agency assigned B+ long-term foreign currency credit rating and B short-term
rating to the Group. Despite the fire in Refinery, the agency has not changed to AB Mazeikiu Nafta the
assigned rating of B+ on Rating Watch Positive and short-term rating at B. in Fitch Ratings’ view the
fire in the Company’s Refinery does not presently warrant a rating action as it is expected that the
Company shall substantially cover its reconstruction costs and business interruption losses via
insurance claims.

Aspect of crude supply and fire at refinery

Previously Company was receiving the crude oil for refining by pipelines through the territory of the
Russian Federation; however the Company also had a possibility of importing crude oil through its
flexible impost and export terminal in Bitingé. At the end of July 2006 the Company faced
interruption of crude oil supplies by pipeline and started import of ¢rude oi! through its Oil Terminal.
Therefore crude oil costs relatively increased. Due to the fire of October 12, 2006, the refinery now is
operating approx. at half of its capacity. Based on assessments of the Company management, the total
period required for reinstatement of the previous capacities would be up to 12 months, that is, by the
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end of 2007. As the Company has the property and business interruption insurance policies concluded,
the insurers are to cover the damaged property associated replacement costs as well as the fixed costs
incurred within business interruption period.

Muodernization program

The Company also continued its activities under the second phase of Modernization Program. The
total amount of investments into the fong-term and intangible assets during 2006 comprised USD 110
million, The projects implemented in 2006 were mainly intended, as in the year 2005, for ensuring the
compliance of petroleum products with the EU clean fuel and emissions-regulating requirements.

The major part of investments was intended for implementation of the projects under Modernization
Program. Construction of new PRIME G+ Unit intended for hydrotreatment of catalytic cracking
gasoline was made at the intensive speed. Upon commissioning of this unit, sulfur content in all
gasoline made by the Company shall be less than 10 ppm that is in accordance with EU standards. The
total investments for implementation of the FCC Gasoline Selective Hydrotreatment Unit in 2006
amounted to USD 18.1 million. The total amount of investments for completion of the project for
production of fuel with bio-components amounted approx. to USD} 2 million; production of bio-
gasoline and bio-diesel was started in spring of 2006. The total amount of USD 8.4 million was spent
for modernization of Truck Loading Terminal for loading of light petroleum products. The purpose of
this project is to reduce the hydrocarbon emissions. The amount spent in 2006 on one of the biggest
efficiency improvement projecis — replacement of the heater in Atmospheric Distillation Unit of LK-2
— comprised USD 16.2 million. The total amount of USD 24.6 million was spent on preparatory
activities for modernization of KT 1/1 Complex,

In 2006 the Company has started considerable investments for upgrade of its process units and
liquidation of the consequences of fire in October 2006: refurbishment of the vacuum tower in
Bitumen Production Unit — USD 11.3 million, rebuild of the vacuum tower in KT 1/1 Complex — USD
2.9 million. The amount spent for replacement of Bitingé Terminal SPM and liquidation of the
consequences of the 29th Pecember 2005 incident was USD 8.4 million, upgrading of crude cil tank
RZ21 —USD 1.2 million, and modifications of fuel oil tank — USD 1 million.

Social and environmental responsibility

The Company employs 3,495 people. If compared to the number of employees at the end of 2005, it
reduced by 98 people in the year 2006.

On June 16, 2006, the Company and the Joint Representative Team of Trade Unions signed the new
Collective Agreement for the pericd ending on December 31, 2008,

The new Collective Agreement formalizes the continuity of the previous obligations of the Company
with respect to the compensation, social benefits and guarantees, establishes the arrangement on the
new labor market-oriented compensation policy based on the principles of internal equity and external
competitiveness. Following the above, the Company undertook to participate in the annual surveys of
Lithuanian labor market and ensure payment of base salaries not lower than the median of Lithuanian
labor market. Increase of the base salaries by Company will be based on the following major factors:
work efficiency, inflation level and labor market changes.

The Company dedicates special attention to employees” qualification improvement and professional
training.

The Company has the license issued by the Ministry of Education and Science of the Republic of
Lithuania for vocational training of employees under 33 vocational education and training programs.

In 2006 Medical Center of the Company conducted the First Aid Training and Hygiene Training
COLrses.

Taking into consideration the importance of vocational training and professional education the
Company allocated funds for establishment of the new modern equipped Training Center opened in
2006.

The Company was also one of the first business enterprises in Lithuania which started in 2005 and
continued in 2006 the implementation of projects financed from the EU structural funds according to
the SPG measure “Development of Labor Force Competencies and the Ability to Adapt to Changes™
362 employees participated in the courses and sessions on business ethics, English language courses,
refining processes control and efficiency increase courses.
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Individual groups of employees attended seminars and courses on project management, project
leadership, implementation of employees” safety and health management system, improvement of the
skills of graphic documents preparation and other management and motivation associated subjects.

In 2006 the Refinery of AB Mazeikiu Nafta operated under the Infegrated Pollution Prevention and
Control {IPPC) Permit issued under the requirements of Directive 96/61/EC under the “Reference
Document on Best Available Technigues for Mineral Oif and Gas Refineries”.

The Company also dedicates special attention to the environmental issues in its Biitingé Oil Terminal.
Starting the year 1999, with commencement of the Terminal operations, the Company introduced and
started impiementation of Batingé Terminal Monitoring Program. The program covers monitoring of
sea and ground waters, seashore and seabed, as well as sea flora and fauna. The monitoring is
performed 4 times a year. Bhtinge Oil Terminal puts all efforts for ensuring safety of crude oil loading
operations.

Batingé Oil Terminal was the first port facility in Lithuania to have implemented the provisions of the
International Ship and Port Facility Security Code. The vessels serviced by the Terminal are applied
with strict environmental requirements - only vessels with segregated ballast water tanks containing
the Baltic Sea or the North Sea water may moor {o the Terminal SPM,

[n 2006 the Company implemented the following environmental measures mitigating its negative
impact on the environment:

- New Vapor Recovery Unit was commissioned in the Petroleum Product Loading Terminal for
reduction of air pollution. Low NOx burner was instatied in the Heater 20Kr-1 of Sulfur Production
Unit, 3,670 tons of oil sludge (accumulated earlier) were treated in the Company’s centrifuge.

- The 1st stage of petroleum products-contaminated ground water treatment was initiated.

- Section of 1.76 kilometers of the drinking water piping was replaced with polyethylene piping in the
territory of the Company, and Environmental Laboratory equipment changed.

Having secured its leading position in the Lithuanian economy, the Company also seeks to become a
leader in the area of social responsibility having positive influence on the Company’s business results
and improving quality of life of the Company's employees and their families as well as communities of
MazZeikiai, Birzai and Palanga and the entire Lithuanian community, In 2006 the Company granted
financial support and sponsored a lot of good initiatives in line with the provisions of the Company’s
Social Policy.

In June 2006, the Company being a member of Global Compact, the network of socially-responsibie
business, together with other Lithuanian enterprises and organizations — members of the Global
Compact as well — signed Declaration acknowledging their commitment to honest and transparent
compensation policy, protection of employees’ rights, and respect for the national laws and
community.

Treasury shares

The Company has not acquired and is not in possession of its own shares. In 2006 the Company did
not acquire or transfer any of its own shares either.

PKN ORLEN — new shareholder with vaiue oriented character

On January 5, 2007, the Company signed the Agreement with PKN ORLEN granting PKN ORLEN
the exclusive right for the crude oil supply to the Company. The Agreement has been concluded for an
indefinite period, and its conclusion was associated with centralization of crude oil purchases in PKN
ORLEN Group.

One the key initiative of the new shareholder of the Company is the Value Creation Program which
was launched at the very beginning of 2007. The Program is intended for establishment of the strategy
and business directions of the Company and its Group going forward. The Program would - above
others - extract and build additional improvement of the Company’s management processes, cost
reduction, improvement and implementation of new processes and technologies to achieve the
ambitious obhiectives for the years to come.

Participants of the Program will generate new ideas which later on will be transformed by value
creation teams into the properly developed initiatives covering production and its development,
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logistics, wholesale and retail, human resources managernent, procurement and cost contral, IT,
finance management and other ereas of he Company’s business. :

Year 2007 — positive vensures ahead

With the commissioning and start-up of the refurbished vacuum tower in Bitumen Production Unit on
February 14, 2007, light petrolew products yield could possibly improve.

The forecasted throughput at the refinery for 2007 is 6.5 million tons of feedstock, with import
volumes through Biltingg Oil Terminal amounting to 5.8 miilion tons of crude oil, and iransportation
voluines through BirZai pipeline reaching 6.8 million tons of diese! fuel in Ventspils direction,

In 2007 the Company will continue implementation of the projects under its Modernization Program.
Upon implementation of such projects the Company is plenning on further increase its refining
efficiency and profitability per ton of refined crude. ,

The Company will further pursue the goal of creating shareholder value by aiming to achieve the
operational excellence in the spheres of crude refining, production, marketing, logistics, and financial
management and organizational improvements, by becoming one of the most successful and efficient
ail companies in North East Europe.

Chairman of the Board P. Kownacki

22 March 2007 .
W 2
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Annex | to Annual Report of AB
Mazeikiu Nafta for the year 2006

Disciosure form concerning the
compliance with the Governance Code
for the companies listed on the regulated
market

The public company Mazeikin Nafia, legal person’s code 166451720, following Section 3 of Article 21 of the
Law of the Republic of Lithuania on Securities and item 20.5 of the Trading Rules of the Vilnius Stock
Exchange (VSE), discloses its compliance with the Governance Code, approved by the VSE for the companies
listed on the regulated market, and its specific provisions. In the event of non-compliance with the Code or with
certain provisions thereof, it must be specified which provisions are not compiied with and the reasons of non-

compliance,

PRINCIPLES/ RECOMMENDATIONS

YESNO
MNOT
APPLICABLE

COMMENTARY

Principle I: Basic Provisions

The overriding objective of & company should be to operate in common interests of all the shareholders by optimizing over time

sharchoider value.

1.1, A company should adopt and make public the
company’s development strategy and objectives by clearly
declaring how the company intends to meet the interests of
its shareholders and optimize shareholder value.

No

The Company’s approved Mansgement Plans defining the
Company’s development strategy are not in public domain
because, in order to retain the competitive advantages, they have
been included into the list of the corporate commercial secrets in
accordance with the procedure established by the Articles of
Association.

1.2. All management bodies of a company should act in
furtherance of the declared strategic objectives in view of
the need to optimize shargholder value,

Yes

All bodies of the Company act in implementation of the business
objectives provided for by the Company’s Articles of

Association.

1.3, A company’s supervisory and management bodies
should act in close co-operation in order to attain maximum
benefit for the company and ifs shareholders.

The Company’s Board and CEQ develop and implement in
close cooperation the Company’s process technologies, plans of
modemnization of the process units, and introducing more
efficient methods/systems:  the
Company’s Supervisory Council supervises and evaluates the
activitics of the management bodies, monitors the Company’s
financial situation.

business  management

1.4. A company’s supervisory and management bodies
should ensure that the rights and interests of persons other
than the company’s sharcholders (e.g. employees, creditors,
suppliers, clienis, local community), participating in or
connected with the company’s operation, are duly respected.

The Company takes all reasonable actions to ensure rights and
interests of the sharcholders, other persons involved In or
associated with the Company's activities (employees, creditors,
suppliers, clients, local community) strictly in compliance with
the principles of law proteciing them, terms and conditions of
the transactions concluded, being a member of the Global
Compact holding socially responsible companies, granting
financial support in accordance with the procedure established
by applicable laws, ete.

Principle 11: The corporate governance framework

The corporate governance framework should ensure the strategic guidance of the company, the effective oversight of the company’s
management bodies, an apprepriate balance and distribution of functions hetween the company’s bodies, protection of the

shareholders’ interests.
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2.1. Besides obligatory bodies provided for in the Law on
Companies of the Republic of Lithuania — a general
shareholders” meeting and the chiel executive officer, it is
recommended that a company should set up both a collcgial
supervisory body and a collegial management body. The
setting up  of collegial bodies for supervision and
management facilitates clear separation of management and
supervisory functions in the company, accountability and
control on the part of the chief executive officer, which, in
its twn, facilitate a more efficient and fransparent
management process.

The Company complies with this

recommendation; the

following bodies have been established in accordance with the
procedure defined in its Asticles of Association: the General
Meeting Of Sharcholders, the Supervisory Council, the Board,
and the Company’s CEOQ (General Director).

2.2, A collegial management body is responsible for the
strategic management of the company and performs other
key functions of corporate govermance. A collegial
supervisory body is responsible Tor the effective supervision
of the company’s management bodies,

Yes

The Company’s collegial management body — the Board — is
responsible for the strategic management of the company and

implements other key functions of the
and the collegial supervisory body — the

corporate governance,
Supervisory Councii —

is responsible for efficient supervision of the Company’s

management bodics.

2.3, Where a company chooses to form only one collegial
body, it is recommended that it should be a supervisory body,
e the supervisory board, In such a case, the supervisory
board is responsible for the effective monitoring of the
fimnctions performed by the companys chief executive officer.

Not
applicable

The Company has the Supervisory Council and the Board.

2.4, The collegial supervisory body to be clected by the
general sharehelders’ meeting should be set up and should act
in the manner defined in Principles HI and IV. Where a
company should decide not to set up a collegial supervisory
body but rather a collegial management body, i.¢. the hoard,
Principles {11 and [V should apply to the board as long as that
does not contradict the essence and purpose of this body,'

No

Considering  the reasons  presented
implementation of recommendations as
Iv.

with  regard to
per Principles 111 and

2.5, Company’s management and supervisory bodies should
comprise such number of board (executive directors) and
supervisory (non-executive directors) board members that no
individual or small group of individuals can dominate
decision-making on the part of these bodies 2

Yes

The Company’s Board consists of seven

(7} members, i.e. their

number is two times the minimum number set by Section 2 of

Article 33 of the Law on Companies; the

Company’s Articles of

Association also provide for the greater majority of votes
required for adoption of decisions than stipulated in Section 4 of
Article 35 of the Law on Companies, Le, the number of votes “in

favor™ shall constitute more than one

halt of the members

present at the meeting, except for the cases when adoption of
decisions with respect to approval of cerlain drafl decision: for
example, approval of the Company’s development projects,
establishment of other legal persons, acquisition of any interest

in other persons, providing loans, establ
branches and representative  offices,

ishment or closing of
investment, transter,

acquisition of the high-value long-term assets (the value

! Provisions of Principles [If and 1V are more applicable to those instances when the general shareholders’ meeting elects the
supervisory board, 1.e. & body that is essentially formed to ensure oversight of the company’s board and the chief executive
officer and to represent the company’s sharcholders. However, in case the company does not form the supervisory board but
rather the board, most of the recommendations set out in Principles 111 and TV become important and applicable to the board
as well. Furthermore, it should be noted that certain recommendations, which are in their essence and nature applicable
exclusively to the supervisory board, should not be applied to the board, as the competence and functions of these bodies
according to the Law on Companies of the Republic of Lithuania (Official Gazette, 2003, No 123-5574) are different. For
instance, item 3.1 of the Code concerning oversight of the management bodies applies to the extent it concerns the oversight
of the chief executive officer of the company, but not of the board itself; item 4.1 of the Code concerning recommendations
to the management bodies applies to the extent it relates to the provision of recommendations to the company’s chief
executive officer; ilem 4.4 of the Code concerning independence of the collegial body clected by the general meeting from
the company’s management bodies is applied to the extent i concerns independence from the chief executive officer.

2 S ¢ : : I ' : : ' . .
Definitions ‘executive director’ and ‘non-executive director’ are used in cases when a company has only one collegial body.
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exceeding 1/20 of the Company’s authorized capital), approval
and amendment of the Work Regulations of the Board, etc.,
requires at least five members voting “in favor.”

The Company’s Supervisory Couneil consist of nine (9)
member, i.e. their number is three times the minimum number
set by Section 2 of Article 31 of the Law on Companies, which
forms 3/5 of their maximum number permitted; the Company’s
Articles of Association also provide for the greater majority of
votes required for adoption of decisions than stipulated in
Section 8 of Article 32 of the Law on Companies, e, the
number of votes “in favor” shall constitute more then one half of
the members present at the meeting, except for the cases when
{i) submission of proposals to the Board or the Company’s CEQ
to revoke their adopted decisions (ii) adoption of the decision
regarding approval/ disapproval of dismissal of the Company’s
CEO and CFO, or {il) approval or amendment of the Work
Regulations of the Supervisory Council require that more than
one half of the member present at the meeting vole “in favor”,
but not less than four members; and decision on recalling of the
member of the Board is adopted if at least 2/3 of the members
present al the meeting vote in favor,

2.6. Non-executive directors or members of the supervisory
board should be appointed for specified terms subject to
individual re-¢lection, at maximum intervals provided for in
the Lithuanian legisiation with a view to ensuring necessary
development of professional experience and sufficiently
frequent reconfirmation of their status, A possibility o
remove them should also be stipulated however this procedure
should not be easier than the removal procedure for an
executive director or a member of the management board.

Yes

The term of the members of the Supervisory Council is four (43
vears. The Company's Articles of Association and practices do
rot prohibit election of new members (removal of the members
before expiry of the term),

2.7. Chairman of the collegial body elected by the general
shareholders’ meeting may be a person whose current or past
office constitutes no obstacle to conduct independent and
impartial supervision, Where a company should decide not to
set up a supervisory board but rather the board, it is
recommended that the chairman of the board and chiel
executive officer of the company should be a different person.
Former company’s chief executive officer should not be
immediately nominated as the chairman of the collegial body
elected by the general shareholders’ meeting. When a
company chooses to departure from these recommendations,
it should fmmish information on the measures it has taken o
ensure impartiality of the supervision.

The Chairman of the Company’s Supervisory Council has sever
acted as the Company’s CEQ,

Principle I11: The order of the formation of a collegial body to be elected by a general shareholders’ meeting

The order of the formation a collegial hody to be elected by a general shareholders” meeting should ensure representation of minority
shareholders, accountability of this body 1o the shareholders and objective monitoring of the company’s operation and its management bodies.”

* Attention should be drawn to the fact that in the sifuation where the collegial body elected by ihe general shareholders’
meeting is the board, it is natural that being a managerent body it should ensure oversight not of all management bodies of
the company, but only of the single-person body of management, i.e. the company’s chief executive officer. This note shal

apply in respect of item 3.1 as well.
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3.1. The mechanism of the formation of a collegial body to be
elected by a general shareholders” meeting (hereinafter in this
Principle referred to as the ‘collegial body’} should ensure
objective and fair monitoring of the company’s management
bodies as well as representation of minority sharcholders.

‘the existing procedure for election of the Supervisory Council
members established by the Articles of Association does not
provide for mechanism of clection of independent members.

3.2. Names and sumames of the candidates to become
members of a collegial body, mformation about their
education, qualification, professional background, positions
taken and potential contlicts of interest should be disclosed
early enough before the general sharcholders” meeting so that
the sharcholders would have sufficient time to make an
informed voting decision. All factors affecting the candidate’s
independence, the sample Hst of which is set out in
Recommendation 3.7, should be also disclosed. The collegial
body should also be informed on any subsequent changes in
the provided information. The collegial body should, on
yearly basis, collect data provided in this item on its members
and disclose this in the company’s annual report.

Disclosure of names and surnames of the candidates to become
members of the Supervisory Council, information showt their
education, qualification, professional background, positions
taken, other material professional commitments and potential
conflicts of interest to the Company’s shareholders before the
General Meeting of Sharcholders is not always ensured.

There is no praciice i the Company that all circumsiances
(excluding such provided by applicable laws) that may affect the
candidale’s independence as per the sample list set out in
Recommendation 3.7 should be disclosed and that the
Supervisory Council should be informed on any subsequent
changes in the information provided. The Supervisory Council
does not collect and does not disclose the data of such nature in
the Company’s Annual Report.

3.3. Should a person be nominated for members of a coliegial
body, such nomination should be followed by the disclosure
of information on candidate’s particular competences relevant
to hisfher service on the collegial body. In order shareholders
and invesiors are able to ascertaln whether member’s
competence 18 further relevant, the collegial body should, in
its annual report, disclose the information on its composition
and particalar competences of ndividual members which are
relevant {o their service on the collegial bady.

Information on specific competences of individual members of
the Supervisory Council which competences are directly related
to their service on the collegial body is not disclosed in the
Company’s Amual Report as such obligation is not set by the
applicable legai acts and is not governed by the Company’s
administrative documents.

3.4, In order to maintain a proper balance in terms of the
current qualifications possessed by its members, the collegial
body should determine its desired composition with regard to
the company’s structure and activities, and have this
periodically evaluated. The collegial body should ensure that
it is composed of members who, as a whole, have the required
diversity of knowledge, judgment and experience to complete
their tasks properly. The members of the audit committes,
collectively, should have a recent knowledge and relevant
experience in the fields of finance, accounting and/or audit for
the stock exchange listed companies.

No

There are no practices applied in the Company that the
Supervisory Council of the Compeny establishes its desired
composition with regard to the Company’s structure and
activitics, and the respective periodic evaluation is not
conduocted; the Company’s Supervisory Council does not form
the Audit Commillee,

3.3, All new members of the collegial body should be offered
a tailored program focused on introducing a member with
his/her duties, corporate organization and aclivities. The
collegial body should conduct an annual review to identify
fields where its members need to update their skills and
knowledge.

The Company has no special programs focused on introducing
members of the Supervisory Council with their duties, corporate
organization and activities, The Supervisory Council has not so
far practiced annual reviews to identify fields where its members
need to update their skilfs and kmowledge.
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3.6. In order to ensure that all material conflicts of interest
refated with & member of the collegial body are resolved
properly, the collegial body should comprise a sufficient®
number of indcpendcm5 members.

The Comipany does not follow this Recommendation because
the independence of the Supervisory Council members has not
been evaluated so far; the contenis of the “sufficient number” of
independent members have not been defined in the Company.

3.7. A member of the collegizl body should be considered to
be independent only if he is fiee of any business, family or
other relationship with the company, its coatrolling
sharehoider or the management of either, that creates a
conflict of interest such as to impair his Judgment. Since all
cases when member of the collegial body is likely 1o
become  dependant are impossible to  lisl, moreover,
relationships  and  clroumstances  associated  with  the
determination of independence may vary amongst
companies and the best practices of solving this probfem are
vel to evolve in the course of time, assessment of
independence of a2 member of the collegial body should be
based on the contents of the relationship and circumstances
rather than their form. The key criteria for identifying
whether a member of the collegial body can be considered
to be independent are the following:

1) He/she is not an executive director or member of the
board (if a collegial body elected by the general
shareholders™ meeting is the supervisory board) of
the company or any associated company and has
not been such during the last five vears;

2) Hefshe is not an employee of the company or some
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 body
as a representative of the employees;

3) Hefshe is not receiving or has been not receiving
significant  additional remuneration from  the
company or associated company other than
remuneration for the office in the collegial body.
Such additional remuneration includes participation
in share aptions or some other performance based
pay systems; it does not include compensation
payments for the previous office in the company
{provided that such payment is ne way related with
fater position} as per pension plans (inclusive of
deferred compensations);

4) He/she is not a controlling  shareholder  or
representative of such  shareholder (control as

Due to insignificantly small number of the votes held by the
minor sharcholders, the eclection of the members of the
Supervisory Council depends on votes of two major
shareholders. The practice still exists in the Company that the
candidates to the members of the Supervisory Council are
notninaied, as a ruje, from persons having employment relations
with the controiling shareholders.

The Supervisory Council bas not defined the term
“independence.”

* The Code does not provide for a concreie number of independent members to comprise a collegial body., Many codes in
foreign countries fix 4 concrete number of independent members (e.g. at least 1/3 or 172 of the members of the collegial
body) to comprise the collegial body, However, having regard to the novelty of the institution of independent members in
Lithuania and potential problems in finding and electing a concrete number of independent members, the Code provides for a
more flexible wording and allows the companies themselves to decide what number of independent members is sufficient. Of
course, a larger number of independent members in a collegial body is encouraged and will constitute an example of more

suitable corporate governance.

* It #s notable that in some companies ail members of the collegial body may, due to a very small number of minority
shareholders, be elected by the votes of the majority shareholder or a few major shareholders. But even a member of the
coliegial body elected by the majority shareholders may be considered independent if he/she meets the independence criteria

set out in the Code.

64




defined i the Council Directive 83/349%EEC
Article 1 Part 1);

5} Hefshe does not have and did not have any material
business relations with fhe company or associated
company within the past year directly or as a
pariner, shareholder, director or superior employee
of the subject having such relationship. A subject is
considered to have business relations 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 ils group;

63 He/she is not and has not been, during the last three
years, parfner or emplovee of the current or former
external audit company of the company or
associated company:

7) He/she is not an executive director or member of the
board in some other company where executive
director of the company or member of the board (if
a colegial Dbody 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 executive directors
of the company that arise from their participation in
activities of other companies or bodies;

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

9) Hefshe is not a close relative o an executive director
or member of the board (it a collegial body elected
by the general sharcholders® meeting is the
supervisory board) or to any person listed in above
items | to 8. Close relative is considered to be a
spouse (common-law spouse), children and parents.

3.8. The determination of what constitutes independence is
fundamentally an issue for the collegial body itself to
determine. The collegial body may decide that, despite a
particular member meets ali the criteria of independence laid
down in this Code, he cannot be considered independent due
to special personal or company-related circumstances.

3.9, Necessary information on conclusions the collegial body
has come to in its determunation of whether a particular
member of the body should be considered to be independent
shouid be disclosed. When a person is nominated to become a
member of the collegial body, the company should disclose
whether it considers the person to be independeni, When a
particular member of the collegial body does not meet one or
more criferia of independence set out in this Code, the
company should disclose its ressons for nevertheless
considering the member fo be independent, In addition, the
company should annually disclose which members of the
collegial body it considers to be independent.

The Company has not appiied the practice of evaluation and
disclosure  of independence of the Supervisory Council
members.
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3.10. When one or more criteria of independence set out in | No Considering  the reasons presented with  regard 1o
this Code has not been met throughout the year, the company implementation of reconmmmendations as per Principle 11,

should disclose its reasons for considering a particular
member of the collegial body to be independent, To ensure
accuracy of the information disclosed in relation with the
independence of the members of the collegial body, the
company should require independent members to have their
independence periodically re-confirmed.

3.11. In order to remunerate members of a collegial body for | Not The members of the Company’s Supervisory Council have not
thelr work and participation in the meetings of the collegial | applicable been remunerated from the Company’s funds.

body, they may be remunerated from the company’s funds.®,
The general shareholders” meeting should approve the amount
of such remuneration.

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

The corporate governance framework should ensure proper and effective functioning of the collegial body elected by the general
sharehelders’ meeting, and the powers granted to the collegial body should ensure effective monitoring” of the company’s
management bodies and protection of interests of all the company’s sharcholders.

4.1. The eollegial body eclected by the general sharcholders’ 1 Yes The Supervisory Council elected in the Company make
meeting {hercinafier in this Principle referred to as the proposals and comments to the General Meeting of Shareholders
‘collegial body”) should ensure integrity and transparency of on the Company’s anmual financial statcments, the draft of
the company’s financial statcments and the control system. distribution of profit, annual report of the Company, activities of
The collegial body should issue recommendations to the the Board and the General Director as well as performs other
company’s management bodies and monitor and control the fumctions assigned to the Supervisory Council in association
company’s mznagement performance,® with supervision of the activities of the Company and its
management bodies.

%1t is notable that currently it is not yet completely clear, in what form members of the supervisory board or the board may be
remunerated for their work in these bodies. The Law on Companies of the Republic of Lithuania (Qfficial Gazetre, 2063, No
123-5374) provides that members of the supervisory board or the board may be remunerated for their work in the supervisory
board or the board by payment of annual bonuses (tantiems) in the manner prescribed by Article 59 of this Law, te. from the
company’s profit. The current wording, contrary o the wording effective before 1 January 2004, eliminates the exclusive
requirement that annual bonuses (tantiems) should be the onfy form of the company's compensation o members of the
supervisory board or the board. So it seems that the Law contains no prohibition to remunerate members of the supervisory
board or the beard for their work in other forms, besides bonuses, although this possibility is not expressly stated either,

? See Footnote 3.

¥ See Footmote 3. In the event the coliegial body elected by the general sharcholders® meeting is the board, it should provide
recommendations to the company’s single-person body of management, i.e. the company’s chief executive officer.
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4.2, Members of the collegial body should act in good faith,
with care and responsibility for the benefit and in the interests
of the company and #ts sharcholders with due regard to the
inferests of employees and public welfare. Independent
members of the collegial body should (a) under all
circumstances mainfain  independence of their analysis,
decision-making and actions (b) do not seck and accept any
unjustified  privileges that might compromise their
independence, and {c} clearly cxpress their objections shouid
a member consider that decision of the coliegial body is
against the interests of the company. Should a collegial body
have passed decisions independent member has serious
doubts about, the member should make adequate conclusions.
Should an independent member resign from his office, he
should explain the reasons in a letter addressed 1o the collegial
body or sudit committee and, if necessary, respective
company-not-pertaining body (institution).

To the best of the Company’s knowledge, all members of the
Supervisory Council act in good faith with respect to the
Company and in the interests of the Company but not in their
own or third parties’ interests.

4.3, Each member should devote sufficient time and atterttion
to perform his duties as a member of the coliegial body. Each
member of the collegial body should limit other professional
obligations of his (in particular any directorships held in other
companies) in such a manner they do not interfere with proper
performance of duties of a member of the collegial body. In
the event a member of the collegial body should be present in
less than a hall’ of the meetings of the collegial body
throughout the financial year of the company, sharcholders of
the company should be notified.

The Company has not notified the Company’s sharcholders of
the cases when a member of the Supervisory Council  has
participated at less than a half of the Supervisory Council
meetings throughout the financial year because the procedure of
such nofification has nof been established, if the General
Meeting of Shareholders is not convened.

4.4. Where decisions of a collegial body may have a different
effect on the company’s shareholders, the collegial body
should treat all sharcholders impartially and fairly. [t should
ensure that sharcholders are properly informed on the
company’s affairs, strategies, risk management and resoluion
of conflicts of interest. The company should have a clearly
established role of members of the collegial body when
communicating with and committing to sharcholders.

No

The role of the Supervisory Council members, when
communicating with and committing to the shareholders, has not
been clearly defined in the Company.

4.5, it is recomumended that transactions (except insignificant
ones due to their low value or concluded when carrying out
routine operaticns in the company under usual conditions),
coneluded between the company and its sharcholders,
members of the supervisory or managing bodies or other
natural or legal persons that exert or may exert influence on

the company’s management should be subject to approval of

the collegial body. The decision concerning approval of such
transactions should be deemed adopted only provided the
majority of the independent members of the collegial body
voted for such a decision.

Transactions described in this recommendation are not approved
by the Supervisory Council because the Articies of Association
do not provide for such approval; moreover, the Company’s
Supervisory Council does not have independent members.

* 1t is notable that companies can make this requirement more stringent and provide that sharcholders should be informed
about failure to participate at the meetings of the collegial body if, for instance, a member of the collegial body participated at
less than 2/3 or 3/4 of the meetings. Such measures, which ensure active participation in the meetings of the collegial hody,
are encouraged and will constitute an example of more suitable corporate governance.
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4.6, The collegial body should be independent in passing
decisions that are significant for the company’s operations
and strategy, Taken separately, the collegial body should be
independent of the company’s management bodies'”.
Members of the collegial body should act and pass decisions
without an outside influence from the persons who have
elected it. Companies should ensure that the collegial body
and its committees are provided with sufficient administrative
and financial resources (o discharge their duties, including the
right to obtain, in parficular from emplovees of the company,
all the necessary information or to seek independent legal,
accounting or any other advice on issues pertaining to the
competence of the collegial body and its commitices.

No

Independence of the Supervisory Council members from
persons who elected them is not ensured andfor the latter
influence their decisions, also considering the fact that persons
nominated to the Supervisory Council by the Government of the
Republic of Lithuania and elected to it in accordance with the
procedure established are also the state officials voting in
accordance with a respective administrative document issued by
the state govermment body,

4.7. Activities of the collegial body should be organized in a
manfier that independent members of the collegial body could
have major Influence in relevant arcas where chances of
occurrence of conflicts of interest are very high. Such areas lo
be considered as highly relevant are issues of nomination of
company’s directors, determination of directors’ remuneration
and control and assessment of company’s audit. Therefore
when the mentioned issues are aliributable to the competence
of the collegial body, it is recommended that the collegial
body should establish nomination, remuneration, and audit
committees. Companies should ensure that the functions
attributable o the nonination, remuneration, and  audit
commiftees are carried out. However they may decide to
merge these functions and set up fess than three commitices,
In such case a company should explain in detail reasons
behind the selection of alternative approach and how the
selected approach complies with the objectives set forth for
the three different committees. Should the coliegial hody of
the company comprise small number of members, the
functions assigned to the three committees may be performed
by the collegial body itself, provided that it meets composition
requirements advocated for the committees and that adequate
information is provided in this respect. In such case provisions
of this Code relating to the committees of the collegial body
(in particular with respect io their role, operation, and
transparency) should apply, where relevant, to the collegial
body as a whole.

No

The commitlees have not been formed considering the fact that
the Supervisory Council has no independent members; for these
reasons the nomination committee was nol formed because,
subject to Paragraph 1 of Section 1 of Article 32 of the Law on
Companics and the Articles of Association of the Company, the
Supervisory Council has the right to elect {appoint} only board
members (directors); therefore the functions of this commitiee
are performed by the Supervisory Council Hself, the
remuneration commitiee was not formed considering the fact
that, subject to provisions of the Law on Companies and Articles
of Association of the Company, establishment of rermmeration
te the Board Members and the Company’s CEO (directors) is
not within the competence of the Supervisory Council; the audit
committee was not formed becsuse the fimctions of this
committee are performed by the Supervisory Council itself,
based on the authority assigned.

"% fn the event the coilegial body elected by the general shareholders’ meeting is the board, the recommendation concerning
its independence fron: the company’s management bodies applies o the extent it relates to the independence from the

company’s chief execative officer,
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4.8, The key objective of the committees is to increase
efficiency of the activities of the collegial body by ensuring
that decisions are based on due consideration, and to help
organize its work with a view to ensuring that the decisions it
takes are free of material conflicts of interest, Commitiees
should present the collegial body with recommendations
concerning the decisions of the collegial body. Nevertheless
the final decision shall be adopted by the collegial body. The
recommendation on creation of committees is not intended, in
principle, to constrict the competence of the collegial body or
to remove the matters considered from the purview of the
collegial body itself, which remains tully responsible for the
decisions taken in its field of competence.

No

The committees have not been formed within the Supervisory
Council so far, considering the reasons presented in explanation
regarding implementation of recommendation 4.7 under
Principle V.

4.9. Committees established by the collegial body should
normally be composed of at least three members. in
companies with small number of members of the collegial
body, they could exceptionally be composed of two members.
Majority of the members of each committee should be
constituted from independent members of the collegial boady.
In cases when the company chooses not o set up a
supervisory board, remuneration and audit commiltees should
be  entirely comprised of non-executive  directors.
Chairmanship and membership of the committees should be
decided with due regard fo the need to ensure that commitiee
membership is refreshed and that undue reliance is not placed
on particular individuals,

No

The committees have not been formed within the Supervisory
Council so far, considering the reasons presented in explanation
regarding  implementation of recommendation 4.7 under
Principle IV,

4.10. Auvthority of each of the committees should be
determined by the coltegial body. Committees should perform
their duties in line with authority delegated fo them and
inform the collegial body on their activities and performance
on regular basig. Authority of every committee stipulating the
role and rights and duties of the commiitee should be made
public at least once a yew {(as part of the information
disclosed by the company annually on its corporate
governance structures and practices). Companies should also
make public annually 2 staterment by existing commiltees on
their composition, number of mestings and attendance over
the year, and their main activities. Audit commitiee should
confirm that it is satisfied with the independence of the audit
process and describe briefly the actions it has taken to reach
this conclusion.

The committees have not been formed within the Supervisory
Council so far, considering the reasons presented in explanation
regarding implementation of rccommendation 4.7 under
Principle 1V.

4.11. In order to ensure independence and impartiality of the
committees, members of the collegial body that are not
members of the committee should commonly have a tight to
participate in the meetings of the comunittee only if invited by
the committee. A committee may invite or demand
participation in the meeting of particular officers or experts.
Chairman of each of the conymittees should have a possibility
to maintain direct communication with the sharcholders.
Events when such are to be performed should be specified in
the regulations for committee activities.

The committees have not been formed within the Supervisory
Council so far, considering the reasons presented in explanation
regarding implemeniation  of recommendation 4.7 under
Principle iV.

4.12. Nomination Commitlee.
4,121, Key functions of the nomination committee should
be the following:

» Identify and recommend, for the approval of the collegial
body, candidates to fill board vacancies. The nomination
committes should evaluate the balance of skills, knowledge

The nomination committee has not been formed within the
Supervisory Council so far, considering the reasons presented in
explaation regarding Implementation of recommendation 4.7
under Principle [V,
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and experience on the management body, prepare a
description of the roles and capabilities required fo assume a
particular office, and assess the time commitment expected.
Nemination committee can alse consider candidates to
members of the collegial body delegated by the shareholders
of the company:

* Assess on regular basis the structure, size, composition and
performance of the supervisory and management bodies,
and make recommendations to the collegial body regarding
the means of achigving necessary changes;

+ Assess on regular basis the skills, knowledge and
experience of individual directors and report on this o the
collegial body:

* Properly consider issues related to succession planning;

* Review the policy of the management bodies for selection
and appoiptment of senior management,

4.12.2. Nomination committee should consider proposals by
other parties, including management and sharehiolders. When
dealing with issues refated to executive directors or members
of the board (if a collegial body elected by the general
sharcholders’ meeting is the supervisory board} and senior
management, chief executive officer of the company should
be consulted by, and entitled fo submit proposals to the
nomination comymittee.

4.13, Remuneration Committee,

4.13.1. Key fimctions of the remuneration commiliee should
be the following:

* Make proposals, for the approval of the collegial body, on
the remuneration policy for members of management hodies
and executive directors. Such policy shouid address all
forms of compensation, including the fixed remuneration,
performance-based  remuneration  schemes,  pension
arrangements,  and  fermination  payments.  Proposals
considering  performance-based  remuneration  schemes
should be accompanied with recommendations on the
related objectives and evaluation criteria, with a view to
properly aligning the pay of executive director and members
of the management bodies with the long-term interests of
the shareholders and the objectives set by the collegial body:
+ Make proposals to the collegial body on the individual
remuneraticn for executive directors and member of
management bodies I order their remunerations are
consistent with company’s remuneration policy and the
evalnation of the performance of these persons concerned.
In doing so, the committee should be properly informed on
the total compensation obtained by executive directors and
members of the management bodies from the affiliated
compaiies;

» Make praposals to the collegial body on suitable forms of
contracts  for executive directors and members of the
management bodies;

+ Assist the collegial body in overseeing how the company
complies  with  applicable  provisions regarding the
remuneration-related information disclosure (in particular
the remuneration policy applied and individual remuneration
of directors);

* Make general recommendations to the executive direciors
and members of the management bodies on the level and
structure of remuneration for senior management (as defined
by the collegial body) with regard to the respective

No

The remuneration commitice has not been formed within the
Supervisory Couneil so far, considering the reasons presented in
explanation regarding implementation of recommendation 4.7
ander Principle 1V,
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information provided by the executive directors and
members of the management bodjes,

4,13.2. With respect to stock options and other share-based
incentives which may be granted to directors or other
employees, the committee should:

+ Consider general policy regarding the granting of the
above mentioned schemes, in particular stock options, and
make any related proposals to the collegial body;

+ Examine the related information thet is given in the
company’s annual report and documents intended for the
use during the shareholders meeting;

+ Make proposals 1o the collegial body regarding the choice
between granting options to subseribe shares or granting
options to purchase shares, specitying the reasons for its
choice as well as the consequences that this choice has.
4.13.3. Upon resolution of the issues atiributable to the
campetence of the remuneration conunittee, the conmittee
shouid at teast address the chairman of the collegial body
and/or chief executive officer of the company for their
opinion on the remungration of other executive directors or
members of the management bodies,

4.14. Audit Committee.

4.14.1. Key functions of the audit committee should be the
following:

* Observe the integrity of the financial information provided
by the company, in particular by reviewing the relevance
and consistency of the accounting methods used by the
company and its group (including the criteriz for the
consolidation of the accounts of companies in the group);

+ At least once a year review the systems of internal control
and risk management to ensure that the key risks (inclusive
of the risks in relation with compliance with existing laws
and regulations) are properly identified, managed and
reflected in the information provided;

« Ensure the efficiency of the internal audit function, among
other things, by making recommendations on the selection,
appointment, reappointment and removal of the head of the
internal  audit department and on the budget of the
department, and by monitoring the responsiveness of the
management 1o its findings and recommendations. Should
there be no internal audit authority in the company, the need
for one should be reviewed at least annually:

+ Mzke recommendations to the collegial body related with
selection, appointment, reappointment and removal of the
external audifor (o be done by the general sharcholders’
meeting) and with the terms and conditions of his
engagement. The committee should investigate situations
that lead to a resignation of the audit company or auditor
and ‘make recommendations on required actions n such
situations;

» Monitor independence and impartiality of the external
auditor, in particular by reviewing the audit company’s
compliance with applicable guidance relating o the rotation
of audit pariners, the level of fees paid by the company, and
similar issues. In order Lo prevent occurrence of material
contlicts of interest, the committee, based on the auditor’s
disclosed inter alia data on all remunerations paid by the
company to the auditor and network, should at all times
monitor nature and extent of the non-audit services. Having

The audit committee has not been formed within the
Supervisory Couneil so far, considering the reasons presented in
explanation regarding implementation of recommendation 4.7
under Principle 1V.
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regard to the principals and guidelines established in the 16
May 2002 Commission Recommendation 2002/590/EC, the
committee should determine and apply a formal policy
establishing types of non-sudit services that are ({a)
excluded, (b} permissible only after review by the
committee, and (c) permissible without referral to the
committee;

+ Review efficiency of the external audit process and
responsiveness of management fo recommendations made in
the external auditor’s management letter,

4.14.2. All members of the committee should be furnished
with complete information on particalars of accounting,
financial and other operations of the company. Company’s
management should inform the audit committee of the
methods used to account for significant and unususal
{ransactions where the accounting treatment may be open to
different approaches. In such case a special cousideration
should be given to company’s operations in offshore centers
and/or activities carried out through special purposc vehicles
{organizations) and justification of such operations.

4.14.3. The audit committee should decide whether
participation of the chairman of the collegial body, chief
executive officer of the company, chief financial officer (or
superior employees it charge of finances, freasury and
accounting), or internal and external auditors in the
meetings of the committee is required (if required, when).
The committee should be entitled, when needed, to meet
with any relevant person without executive directors and
members of the management bodies present.

4.14.4, Internal and external auditors should be secured with
not only effective working relationship with management,
but also with fice access to the collegial body. TFor thig
purpose the audit committee should act as the principal
contact person for the internal and external auditors.

4.14.5. The audit committee should be informed of the
internal auditor’s work program, and should be furnished
with intemnal awdit’s reports or periodic summaries. The
audit committee should also be informed of the work
program of the external auditor and should be firnished
with report disclosing all relationships between the
independent auditor and the company and its group. The
committee should be timely furnished information on all
issues arising from the audit.

4.14.6. Fhe audit committee should examine whether the
company is following applicable provisions regarding the
possibility for employees to report alleged significant
irregularities in the company, by way of complaints or
through anonymious submissions (normally to  an
independent member of the collegial body), and should
ensure that there is a procedure established for proportionate
and independent investigation of these issues and for
appropriate follow-up action.

4.14.7. The audit committee should report on its activities fo
the collegial body at least once in every six months, at the
time the vearly and hall=yearly statements are approved.
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4.15. Every vear the collegial body should conduct the
assessment of its activities. The assessment should include
evaluation of collegial body’s structure, work organization
and abilify to act as a group, evaluation of each of the
collegial body member’s and committee’s competence and
work efficiency and assessment whether the collegial body
has achieved its objectives. The collegial body should, at least
once a year, make public {as part of the information the
company annually discloses on its management structures and
practices) respective information on its internal organization
and working procedures, and specify what material changes
were made as a result of the assessment of the coliegial body
of its own activities.

No

The Company has no annoal practice with respect to the

evaluation of the Supervisory Council and/or disclosure of
information thereof.

Principle V: The working procedure of the company’s collegial bodies

The working procedure of supervisory and management badies estabiished in the company should ensure efficient operation of these
bodies and decision-making and encourage active co-operation between the company’s bodies,

5.1. The company’s supervisory and management bodies
(heremadfier in this Principle the concept ‘collegial bodies®
covers both the collegial bodies of supervision and the
collegial bodies of management) should be chaired by
chairpersons of these bodies. The chairperson of a collegial
body is responsible for proper convocation of the collegial
body meetings. The chairperson should ensure  that
information about the meeting being convened and its agenda
are communicated fo all members of the body. The
chairperson of a collegial body should ensure sppropriate
conducting of the meetings of the collegial body. The
chairperson should ensure order and working atmosphere
daring the meeting,

Yes

The recommendation is implemented through organization of
the activities of the Company’s Supervisory Council and the
Board.

52. It is recommended that meetings of the company’s
collegial bodies should be carried out according to the
schedule approved in advance at cerfain intervals of time.
Each company is free to decide how oflen to convene
meetings of the collegial bodies, but it is recommended that
these meetings should be convened at such intervals, which
would gnarantee an interrupted resolution of the essential
corporate governance issues. Mectings of the company’s
supervisory board should be convened at least once in a
quarter, and the company’s board should meet at least once a
month'",

No

The Company has established the frequency of the meetings of
the Supervisory Council and the Board; however, there is no
practice to approve specilic schedules of meetings of the
collegial bodies. The meetings of the Company’s Supervisory
Counci! were not held every quarter in the reporting vear;
however, seven meetings were held during the indicated period,
It is intended to convene the meetings of the Company’s Board
at least once a quarter; however actually, they were convened
more than 14 times during the reporting year.

5.3. Members of a coliegial body should be notified about the
meeting being convened in advance in order to allow
sufficient time for proper preparation for the issues on the
agenda of the meeting and to ensure fruitfl discussion and
adoption of appropriate decisions. Alongside with the notice
about the meeting being convened, all the documents relevant
to the issues on the agenda of the meeting should be submitied
to the members of the collegial body, The agenda of the
meeting should not be changed or supplemented during the
meeting, unless all members of the collegial bady are present
or certain issues of great importance to the company Tequire
immediate resolution.

Yes

The Company’s existing practice complies with  the
recommendation; however, the Work Regulations of the
Supervisory Council and the Board provide for possibility of
submission of documents related to the agenda of meetings later
than the notification of the meeting convened is sent out, but not
later than three days prior to a respective meeting,

" The frequency of meetings of the collegial body provided for in the recommendation must be applied in those cases when
bath additional collegial bodies are formed at the company, the board and the supervisory board, in the event only one
additional collegial body is formed in the company, the frequency of its meetings may be as established for the supervisory

board, i.e, at feast once in a quarter.
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54. In order to co-ordinate operation of the company’s
collegial bodies and ensure effective decision-making process,
chairpersons of the company’s collegial bodies of supervision
and management should closely co-operate by co-
coordinating dates of the meetings, their agendas and
resolving other issues of corporate governance. Members of
the company's board should be free to attend meetings of the
company’s supervisory board, especially where issues
concerning removal of the board members, their liability or
remuneration are discussed.

Yes

The Company’s existing practice complies with  the
recommendation.

Principle VI: The equitable treatment of shareholders and shareholder rights

The corporate governance framework should ensure the equitabie treatment of ail sharcholders, including minerity and foreign

shareholders. The corporate governance framework should proteet the rights of the shareholders.

6.1. It is recommended thal the company’s capital should
consist only of the shares that grant the same rights to voting,
ownership, dividend and other rights to all their holders.

Yes

The ordinary registered shares forming the Company’s
suthorized capital grant equal rights to ali shareholders of the
Company.

6.2. It is recommended that investors should bave access o
the information concerning the rights aitached to the shares of
the new issue or those issued carlier in advance, i.e, before
they purchase shares.

Yes

The Company, in accordance with the procedure established by
applicable legal requirements, announces the Company’s
Articles of Association and other mandatory
documents/notifications  which establish/indicate the rights
granted by the shares of the new issue or those issued earlier.

6.3. Transactions that are important to the company and its
shareholders, such as transfer, investment, and pledge of the
company’s assets or any other type of encumbrance should be
subject to approval of the general sharcholders’ meeting.' All
shareholders should be furnished with equal opportunity to
familierize with and participate i the decision-making
process when significant corporate issues, inclading approvat
of transactions referred to above, are discussed.

The Company’s Articles of Association doe not provide for the
criteria of the important transactions based on which transactions
which require approval of the General Meeting of Shareholders
are setected.

6.4. Procedures of convening and conducting a general
shareholders” meeting should ensure equal opportunities for
the sharcholders to effectively participate at the meelings and
should not prejudice the rights and interests of the
sharcholders, The venue, date, and time of the shareholders’
meeting  should not hinder wide attendance of the
shareholders, Prior fo the sharcholders” meeting, the
company’s supervisory and management bodies should
enable the sharcholders to lodge questions on issues on the
agenda of the general sharcholders’ meeting and receive
answers to them.

Yes

The Company’s existing practice complies with  the
recommendation; however, the Company has no formal
procedure based on which the Company’s sharcholders would
have a possibility, before the General Meeting of Shareholders,
to ask the members of the Company’s supervision and
management bodies questions related 1o the agenda of the
General Meeting of Sharcholders and o obtain  answers.
However, all shareholders have the right to address to the
Company the refevant questions and obtain answers,

"* The Law on Companies of (he Republic of Lithuania {OQfficial Gazetle, 2003, No 123-5574) no longer assigns resolutions
concerning the investment, transfer, lease, mortgage or acquisition of the long-terms assefs accounting for more than 1/29 of
the company’s authorised capital to the competence of the general sharcholders” meeting. However, transactions that are
imporiant and material for the company’s activity should be considered and approved by the general shareliolders™ meeling.
The Law on Companies contains no prohibition to this effect either. Yet, in order not to encumber the company’s activity and
escape an unreasonably frequent consideration of transactions at the meetings, companies are free to establish their own
criferia of material transactions, which are subject to the approval of the meeting. While establishing these criteria of material
transactions, companies may follow the criteria set out in items 3, 4, 5 and 6 of paragraph 4 of Article 34 of the Law on
Companies or derogate from them in view of the specific nature of their operation and their altempt to ensure vainterrupted,

efficient functioning of the company,

74




6.5. It is recommended that documents on the course of the
general shareholders’ meeting, including draft resolutions of
the meeting, should be placed on the publicly accessible
websile of the company i advance!”. It is recommended that
the minutes of the general shareholders” meeting after signing
them and/or adopted resolutions should be also placed on the
publicly accessible website of the company. Seeking to ensure
the right of foreigners to familiarize with the information,
whenever  feasible, documents refared o I this
recommendation should be published in English and/or other
foreign languages. Documents referred to in this
recommendation may be published on the publicly accessible
website of the company to the extent that publishing of these
documents is not defrimental fo the company or the
company’s commercial secrets are not revealed.

The Company has not established a procedure based on which
the documents prepared for the General Meeting of Sharcholders
would be published in advance on the Company’s publicly
accessible website.

6.6. Shareholders should be Rumished with the opportunity to
vote in the general shareholders’ meeting in person and in
absentia, Shareholders should not be prevented from voting in
writing in advance by completing the general voting ballot.

Yes

The Company’s shareholders may exercise their right to
participate at the General Meeting of Shareholders in person and
through a representative, if such person has the appropriate
proxy or if an agreement for transfer of the voting right has been
concluded with such person in accordance with the procedure
established by applicable legal acts; the Company also creates
conditions for the shargholders to vote by completing the general
voting ballot, as provided by the Law on Companies.

6.7. With a view to increasing the shareholders’ opportunities
to participate effectively at shareholders’ meetings, the
companies are recommended to expand use of modemn
technelogies in voting processes by allowing the shareholders
to vote in general meetings via terminal equipment of
telecommunications.  In such  cases  security  of
telecommunication  equipment, text protection and a
possibility to identify the signatuwre of the voting person
should be guaranteed. Moreover, companies could fumish its
shareholders, especially foreigners, with the opportunity to
watch  sharcholder meetings by means of modemn
technologies.

The Company does not bllow this recommendation (o creale
possibilities for the shareholders to vote at the meetings of
sharcholders via terminal equipment of felecommunications
because it does not have technical capabilities to ensure
signature identification of the voting person, considering the
targe number of the shareholders, to create satisfactory
conditions, from the technical end economic standpoint, for
walching the meetings of the sharcholders by means of modem
technologies.

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

The corporate governance framework should encourage members of the corporate bodies to avoid conflicts of interest and assure
transparent and effective mechanism of disclosure of conflicts of interest regarding members of the corporate bodies,

7.1. Any member of the company’s supervisory and
management body should avoid a situation, in which his/her
persenal interests are in conflict or may be in conflict with the
company’s interests. In case such a situation did oceour, a
member of the company’s supervisory and management body
should, within reasonable time, inform other members of the
same collegial body or the company’s body that has elecled
himv/her, or to the company’s shareholders about a sifuation of
a conflict of interest, indicate the nature of the conflict and
value, where possible.

Yes

To the best of the Company’s knowledge, ali members of the
Supervisory Council act in good faith with respect to the
Company and in the interests of the Company but not in their
own or third parties” interests.

¥ The decuments referred Lo above should be placed on the company’s website in advance with due regard 10 a 10-day
period before the general shareholders’ meeting, determined in paragraph 7 of Article 26 of the Law on Companies of the

Republic of Lithuania (Official Gazetle, 2003, No 123-5574),
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7.2, Any member of the company’s supervisory and
management body may not mix the company’s assets, the use
of which has not been mutually agreed upon, with hisfher
personal assets or use them or the information which he/she
fearns by virtue of his'her position as a member of & corporate
body for his/her personal benefit or for the benefit of any third
person without a prior agreement of the general shareholders’
meeting or any other comorate hody authorized by the
meeting,

7.3. Any member of the company’s supervisory and
management body may conclude a transaction with the
company, a member of a corporate body of which hefshe is,
Such a transaction {except insignificant ones due to their low
value or concluded when carrying out routine operations in
the company under usual conditions) must be immediately
reported in writing or orally, by recording this in the minutes
of the meeting, to other members of the same corporate body
or to the corporate body that has elected him/her or to the
company”s shareholders. Transactions specified in  this
recomimendation are also subject to recommendation 4.5,

Yes

7.4, Any member of the company’s supervisory and
management body should abstain from voting when decisions
concerning transactions or other issues of personal or business
interest are voted on.

To the best of the Company’s knowledge, all members of the
Supervisary Councit act in good faith with respect to the
Company and in the interests of the Company but nol in their
own or third parties’ mterests,

Principle VIH: Coempany’s remuneration policy

Remuneration policy and procedure for approval, revision and diselosure of divectors’ remuneration established in the company
should prevent potential conflicts of inferest and abuse in determining remuneration of directors, in addition it should ensure
publicity and ¢ransparency both of company’s remuneration policy and remuneration of directors.

8.1. A company should make a public statement of the
company’s remuneration policy (hereinafler the remuneration
statement). This statement should be part of the company’s
annual accounts. Remmneration statement should also be
posted on the company’s website,

No

The Company doe not make public statements on remuneration
under recommendations of this code because the members of the
Company’s Supervisory Council and the Board (directors) have
ot been remunerated so far,

8.2. Remuneration statement should mainly focus on

directors’ remuneration policy for the following vear and, if

appropriate, the subsequent years. The statement should
contain  a summary of the implemeniation of the
remuneration policy in the previous financial year, Special
attention should be given to any significant changes in
company’s remuneration policy as compared to the previous
financial year,

The Company does not prepare the remunerafion statement
considering the reasons presented in explanation regarding
implementation of recommendations 8.1 under Principle VIIL
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8.3, Remuneration statement should leastwise nclude the
following information:

+ Explanation of the relative importance of the varlable and
non-variable components of directors’ remuneration;

+ Sufficient information on performance criteria that entitles

direclors to share options, shares or variable components of

remuneration;

» Sufficient information on the linkage between the
remuneration and performance;

+ The main parameters and rationale for any annual bonus
scheme and any other non-cash benefits;

+ A description of the main characteristics of supplementary
pension or early retirement schemes for directors.

The Company does not prepare the remuneration statement
considering the reasons presented in explanation regarding
implementation of recommendations 8.1 under Principle VIIL

8.4, Remuneration statement should alse summarize and
explain company’s policy regarding the terms of the contracts
executed with executive directors and members of the
nmanagement bodies. it should inciude, inter alia, mformation
on the duration of contracts with executive directors and
members of the management bodies, the applicabic notice
perieds and details of provisions for termination payments
finked to early termination under coniracts for exequtive
directors and members of the management bodies.

8.5, The information on preparatory and decision~making
processes, during which a policy of remuneration of directors
is being established, should also be disclosed, information
should inchude data, if applicable, on authoritics and
composition of the remuneration commitiee, names and
surnames of extemnal consultants whose services have been
used in determination of the remuneration policy as well as
the role of shareholders” annual general meeting.

No

The Company does not preparc the remuneration statement
considering the reasons presented in explanation regarding
implementation of recommendations 8.1 under Principle VIIL

8.6. Without prejudice to the role and organization of the
relevant  bodies responsible  for  setting  directors’
remunerations, the remuneration policy or any other
significant change in remuneration policy should be
included into the agenda of the shareholders” annual general
meeting. Remuneration statement should be put for voting
in shareholders” annual general meeting. The vote may be
either mandatory or advisory.

The Company does not prepare the remuneration statement
considering the reasons presemted M explanation regarding
implementation of recommendaticns 8.1 under Principte VIIL

8.7. Remuneration statement should also contain detailed
information on the entire amount of remuneration, inclusive
of other benefits, that was paid to individual directors over
the relevant financial vear, This document should list at least
the information set out in items 8.7.1 to 8.7.4 for each
person who has served as a director of the company at any
time during the relevant financial vear,

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

» The total amount of remuneration paid or due to the
director for services performed during the relevant financial
vear, inclusive of, where relevant, attendance fees fixed by
the annuai general sharehelders meeting;

*» The remuneration and advantages received from any
undertaking belonging to the same group;

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

+ If permissible by the law, any significant additional

No

The Company does not prepare the remuneration statement
considering the reasons presented in explanation regarding
implementation of recommendations 8.1 under Principle V.
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remuneration paid to directors for special services outside
the scope of the usual functions of a director;

+ Compensation receivable or paid to each former executive
director or member of the management body as a result of
his resignation trom the office during the previous financial
vear;

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

8.7.2. As regards shares and/or rights to acquire share
options and/or all other share-incentive schemes, the
fellowing information should be disclosed:

s The number of share options offered or shares granted by
the company during the relevant financial vear and their
conditions of application;

s The number of shares options exercised during the relevant
financial year and, for each of them, the number of shares
involved and the exercise price or the value of the interest in
the share incentive scheme at the end of the financial year;

« The nomber of share options unexercised at the end of the
financial year; their exercise price, the exercise date and the
main conditions for the exercise of the rights;

» All changes in the terms and conditions of existing share
options ocourring during the financial vear,

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

+ When the pension scheme is a defined-benefit scheme,
changes in the directors’ accrued benefits under that scheme
during the relevant financial year;

+ When the pension scheme is defined-contribution scheme,
detailed information on contributions paid or payable by the
company in respect of that director during the relevant
financial year.

8.7.4. The statement should also state amounts that the
company or any subsidiary company or entity included in
the consolidated annual financial statements of the company
has paid to each person who has served as a director in the
company at any time during the relevant finaneial year in
the form of Toans, advance payments or guarantees,
including the amount ountstanding and the interest rate.

8.8. Schemes anticipating remuneration of directors in
shares, share options or any other right to purchase shares or
be remunerated on the basis of share price movements
should be subject to the prior approval of shareholders’
annval general meeting by way of a resolution prior to their
adoption. The approval of scheme should be related with the
scheme itself'and not to the grant of such share-basad
benefits under that scheme o individual directors. All
significant changes in scheme provisions should also be
subject to shareholders® approval prior to their adoption; the
approval decision should be made in sharcholders” annual
general meeting, In such case sharcholders shoudd be
notified on all terms of suggested changes and get an
explanation on the impact of the suggested changes.

Not
applicable

The Company does not implement schemes under which the
directors are remunerated in shares, share options or any other
right to purchase shares, or be remunerated on the basis of share
price movements.
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8.9. The following issues should be subject to approval by
the shareholders” annual general meeting:

+ Grant of share-based schemes, including share options, to
directors;

+ Determination of maximum number of shares and main
conditions of share granting;

+ The term within which options can be exercised;

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

« All other long-term incentive schemes for which directors
are eligible and which are not available to other employees
of the company under similar terms. Annual general
meefing should also set the deadline within which the body
responsible for remuneration of directors may award
compensations listed in this article to individual directors,

&.10. Should national law or company’s Articles of
Association allow, any discounted option arrangement under
which any rights are granted to subseribe to shares at a price
fower than the market value of the share prevailing on the
day of the price determination, or the average of the market
values over a number of days preceding the date when the
exercise price is determined, should alse be subject to the
shareholders’ approval.

8.11. Provisions of Articles 8.8 and 8.9 should not be
applicable to schemes allowing for participation under
similar conditions to company’s emplovees or employees of
any subsidiary company whose employees are eligible to
participate in: the scheme and which has been approved in
the sharcholders” annual general meeting.

8.12. Prior to the mmual general meeting that is intended o
consider decision stipulated in Article 8.8, the sharcholders
must be provided an opportanity to familiarize with draft
resolution and project-related notice (the documents should
be posted on the company’s website). The notice should
contain the full text of the share-based remuneration
schemes or a description of their key terms, as well as full
names of the participants in the schemes. Notice should also
specify the relationship of the schemes and the overall
remuneration policy of the directors. Draft resolution must
have a clear reference to the scheme itself or to the summary
of its key terms. Shareholders must also be presented with
information on how the company intends to provide for the
shares required fo meet its obligations under incentive
schemes, It should be clearly stated whether the company
intends to buy sharcs in the market, hold the shares in
reserve or issue new ones. There should also be a summary
on scheme-related expenses the company will suffer due to
the anticipated application of the scheme. All information
given in this article must be posted on the company’s
websife.

Principie IX: The role of stakeholders in corporate governance

The corporate governance framework should recognize the rights of stakeholders as established by law and enceurage active co-
operation between companies and stakeholders in creating the company value, jobs and financial sustainability. For the purposes of this
Principle, the concept “stakeholders” includes investors, employees, creditors, suppliers, clients, local community and other persons
having certain interest in the contpany concerned.
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9.1. The corporate governance framework should assure that
the rights of stakeholders that are protected by law are
respected.

9.2. The corporate governance framework should creste
conditions for the stakeholders to participate in corporate
governance in the manner prescribed by law. Examples of
mechanisms  of  stakeholder participation in  corporate
governance include: employee participation in adoption of
certain key decisions for the company; consufling the
employees on corporate governance and other important
issues; employee pariicipation in the company’s share capital;
creditor involvement in governance in the context of the
company’s insolvency, ste.

9.3. Where stakeholders participale in the corporate
governance process, they should have access to relevant
information.

The Company complies with the related reguirements
established by applicable legal acts and refaled obligations
undertaken by agreements.

Principle X: Information disclosure and transparency

The corporate governance framework should ensure that timely and accurate disclosure is made on all material information regarding
the company, including the financial situation, performance and governance of the company.
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iG.1. The company should disclose information on:

+ The financial and operating results of the company:

+ Company objectives;

+ Persons holding by the right of ownership or in control of
a block of shares in the company;

+ Members of the company’s supervisory and management
bodies, chief executive officer of the company and their
remuneration;

» Material foreseeable risk factors;

» Transactions between the company and connected persons,
as well as transactions concluded outside the course of the
company’s regular operations;

¢ Material  issues regarding employees and  other
stakeholders;

» Governance structures and strategy.

This hist should be deemed as a minimum recommendation,
while the companies are encouraged not to hmit themselves
o disclosure of the information specified in this list.

10.2. 1t is recommended that consolidated results of the
whole group to which the company belongs should be
disclosed when information specified in item 1 of
Recommendation 10.1 Is under disclosure.

10.3. 1t is recommended that information on the professional
background, gualifications of the members of supervisory
and management bodies, chief executive officer of the
company should be disclosed as well as potential conflicts
of interest that may have an effect on their decisions when
information specified in item 4 of Recommendation 10.1
about the members of the compuany’s supervisory and
management bodies s under disclosure. It is  also
recommended that information about the amount of
remuneration recgived from the company and other income
should be disclosed wilh regard to members of the
company’s supervisory and maenagement bodies and chief
executive officer as per Principle V1L

16.4. 1t is recommended that information about the links
between the company and its stakeholders, including
employees, creditors, suppliers, local community, as well as
the company’s policy with regard © human resources,
employee participation schemes in the company’s share
capital, ete. should be disclosed when information specified
in item 7 of Recommendation 10.1 is under disclosure,

No

The Company does not disclose information about the individual
remuneration of the Company’s CEO, as provided under
Principle VIII (i.e. only data of top seven officers, including the
Company’s CEQ, are disclosed), nor it discloses the information
about the relalions between the Company and the stakeholders,
such as employees, creditors, suppliers, local community,
because such disclosure is not required by the mandafory legal
acts.

10.5. Information should be disclosed in such a way that
neither sharcholders nor investors are discriminated with
regard to the manner or scope of access to information.
Information should be disclosed to ail simultaneously. It is
recommended that notices about material events should be
announced before or affer a trading session on the Vilnius
Stock Exchange, so that all the company’s shareholders and
investors should have equal access to the information and
make informed investing decisions.

The Company implements this recommendation, 1.e. discloses
the information in the Lithuznian and English languages
simultanecusly, to the possible extent, through the information
disclosure system of the Vilnius Stock Exchange. The Stock
Exchange publishes the information received on its website and
in its trade sysiem, ensuring, henrce, simultaneous announcement
of information to all. Additionally, the Company puis efforts to
announce inforation before and afier the trading session of the
Vilnius Stock Exchange and to present such information to all
markets where the Company’s securities are traded; however,
announcement of notices about material events before and afier
the trading session of the Vilnius Stock Exchange is not ensured
at all times, and also considering explanations presented with
regard to implementation of recommendation 10.] under
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Principle X. The Company’s notices about the malerial events
are also disciosed on the Company’s website.

The Company does not disclose information that may affect the
price of its securities issued In the commentaries, interviews or
otherwise until such information is publicly announced through
the stock exchange information system.

10.6. Channels for disseminating information should provide
for fair, timely and costefficient access to relevant
information by users. If is recommended that informaticn
technologies shouid be emploved for wider dissemination of
information, for instance, by placing the information on the
company’s website. It is recommended that information
should be published and placed on the company’s website not
only in Lithuanian, but also in English, and, whenever
possible and necessary, in other languages as well.

Yes

In order to ensure fair, timely and cost-efficient access ©
information, the Company discloses it on the Company’s
website in the Lithuanian, English and Russian languages.

10.7. It is recommended that the company’s annual reports
and other periodical accounts prepared by the company
should be placed on the company’s website, Tt is
recommended that the company should announce information
about material events and changes in the price of the
company’s shares on the Stock Exchange on the company’s
website too.

i
|

Yes

The Company implements this recommendation.

Principle XI: The selection of the company’s auditor

The mechanism of the selection of the company’s auditor should ensure independence of the firm of auditor’s conelusion and

opiniem.

11.}. An annual audit of the company’s financial statements
and report sheuld be conducted by an independent firm of
auditors in order to provide an external and objective opinion
on the company’s financial statements.

Yes

An independent audit company audits the Company’s interim
financial statgments, annaval financial statements and annual
report.

11.2. It is recommencded that the company’s supervisory board
and, where it is not set up, the company’s board should
proposz a candidate firm of auditors to the general
shareholders” meeting,

No

A candidate of the audit company has always been proposed to
the General Meeting of Shareholders by the decision of the
Board.

11.3. It is recommended that the company should disclose to
its shareholders the level of fees paid to the firm of auditors
for nom-audit services rendered to the company. This
information should be also known to the company’s
supervisory board and, where it is not formed, the company’s
board upon their consideration which firm of auditors to
propose for the general shareholders” meeting.

The company has not disclosed to the shareholders information
that the Company’s audit company provided remunerated non-
audit services to the Company in 2006 in association with
development of the Compeny Group’s accounting policy
because there is no procedure established for such disclosure
unless the General Meeting of Shareholders is convened.
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