Linas, Limited Liability Company
Enterprise number 147689083
23 S. Kerbedzio St., Panevezys

ANNUAL STATEMENT 2006

Annual statement of the company has been prepared pursuant to the requirements of
Article 24 of the Law on Consolidated Accounts of Entities of the Republic of Lithuania and
following Article 34 of the Law on Companies of the Republic of Lithuania and Article 21
of the Law on Securities of the Republic of Lithuania. Articles of Linas, LI.C do not provide
additional requirements fo be submitted in the Annual Statement of the Company.

In accordance with Article 21 paragraph 3 of the Law on Securities of the Republic of
Lithuania and subsection 20.5. of trade rules of Vilniaus Vertybiniu Popieriu Birza, Limited
Liability Company (hereinafter the VVPB), Linas, LLC discloses the way it follows the
VVPB-approved governance code of companies, the securities whereo! are sold in the
regulated market, and specific provisions thereof (Supplement No 1).

I. Objective overview of state, performance of activity and expansion of the
enterprise, deseription of principal sorts of risks and uncertainties, faced by the
enterprise,

Statutory capital of Linas, LLC consists of 24,038,990 ordinary nominal shares,
nominal value whereof is one litas. On 31/12/2006 the sharcholders of the Company,
holding more than 5% of the shares were the following: Mrs. Lione Lenciauskiene — 39.99%
of total shares and 17.29% of Nordic Investicija, PLC, Other legal and natural persons, both
foreign and Lithuanian, had purchased, as of 31/12/2006, 42.72% of total shares.

On 31 of December 2005, group of enterprises of Linas, LLC consisted of Linas, LLC
and Linas Nordic, PLC, its subsidiary (hereinafier the Group). Linas, LLC has controlled
financial assets (shares and loans granted). The activity of the subsidiary is the production of
textile products and other related activity. Linas, LLC owns all the shares of the subsidiary.
In 2006, main income of the Group was derived from production activity of textile products.

On 1 of January 2005, the EU abolished import quotas on textile produets and garments
from the countries, parties to the World Trade Organisation. Thus in 2005-2006 supply and
import of textile products from China and other Asian countries increased greatly. This
significant increase in competition influenced smaller sales of the Group in 2000 by
comparison with 2005 and negative results of the activity, Apart from increased
competition, transit of linen products market cycle to stage of decreased consumption also
had great impact on the results, In 1996 and in 2001, the company had aiready experienced
similar cycles of market demand decrease. Another chalienge is the increase of production
costs and lack of skilled employees. )

In 2006, efforts were taken Linas Nordic, PLC, subsidiary, to increase international
competitiveness and to create major added value, 10 adapt the products produced 1o
individual requirements of the customer, to shorten duration of reaction to market changes,
to change system of logistic and distribution. The subsidiary has further co-operated with



advisors of Goldratt Consulting Ltd, consulting company, by performing long-term, doyear
project. The ain of the project was to increase sales and to eamn profit. In 20006, changes in
the areas of marketing and sales, production, [inance and logistic took place.

On 31/08/2006, the Board of Linas, LLC, having evaluated results of the activity of the
first semester, competition conditions, decrease in price of linen products and demand,
approved refined consolidated forecasts for 20006.

Indicator Measureme! Forecast 2000 Refined forecast
nt unit. ' 20006
Saies: ‘ ~
Pessimistic alternative Thousands 68.8 60.8
[t
Realistic alternative Thousands 73.8 61.8
It
Optimistic alternative Thousands 77.8 63.8
Lt
Profit:
Pessimistic alternative Thousands ] -5.2
Lt
Realistic alternative Thousands 3.5 -3.5
It
Optimistic alternative Thousands 5.5 -0.8
Lt

With view to accomplishing results, principal purpose of the activity of il semester has
been provided, that is, to remain in the market, in order to stabilise current situation of the
activity of the Group of enterprises, With this view, priority directions and tasks have been
provided, in order to create reliable constant basis of income and by focusing on customers
of household textile products.

In 2007, it is forecast to increase sales by more than 10%. With view to reaching this
purpose, in 2006, marketing service of the subsidiary has been improved, network of agents
and agencies has been expanded in Germany, Irance, Norway, other provided means have
been performed to guarantee reliable constant income and to enable offering users wide
range of textile products. In order to increase sales in Lithuania, network of company shops
has been expanded and in 2007 Linas Nordic, PLC company store shall be opened in
Kaunas, Akropolis trade centre. Furthermore, projects to develop new range of products,
improve quality and to decrease costs shall be performed. With this view, it is planned to
change part of looms by more productive ones, to acquire yan rewind-cleaning machine
order to improve yarn quality, to impiement other means, by allocating to this end L'T1L 3.4
million.

1I. Analysis of financial and non-financial results, information related to
environment and personnel issues.

Indicators | 2006 2005
Average return of assets (ROA) (net profit/ -8.4 5.0

(opening assets + closing assets) /2 *100)
Return of equity (ROE) (net profit / equity) -12.5 1



i':'ial.'nings per share (EPS) {net profit / number 016 011
of shares)

Debt quotient (liabilities /assets) 022 034
Q.uotiem of debt Fbwnership (liabilities / ” 0.28 0.52
equity) ' o
General liguidation quotient (current assets / 345 2.50
current liabilities)

© Assel turn-over rate (sales / assels) o 1.49 136
Book share value (equity / number of shares) | 32 | 1.48
Turn-over (thousands L.t} 7 60.078 73290
Total profit (Joss) (thousands L.1) | 12.285 21.866
Net profit (loss) (thousands L.t) . (3.948) | 2,721

CEBITDA (million L) 134 76

Dividends per share (for the previous - -
accounting period) :

Price and profit relation per share P/E 164 883

7 Small.c;.sl' share prié.e"(l_,ﬁj | - 024 - 0.84
Highest price (L.¢) . 105 L2
.Closing ice (“) . e I Y
Capitalisation (thousands Lt) | 7 6.491 24039

In 2005-2006, the production in the Group was as follows:

Name Measurcment 2006 2005 Change
unit

Yam thousands Lt 1283 1333 281

Raw fabric thousands Lt 4833 5370 -685

Ready {abric thousands 1.t 4870 5542 -604

In 2006, product range for purely linen and sackeloth fabric amounted to 73.8% of the
total fabric produced (in 2005 — 75.2%). For the sewn products in 2006, 28.3% of the total
fabric produced has been used (in 2005 — 37.6%).

With view to accommodate the needs of the customers in 2006, 162 fabrics of new
patterns and structures, 28 author works and 73 new patterns intended to collections have
been developed.

In 2006 Linas, LLC Group of enterprises sold production and provided services for
LTL 60 million. By comparison with the refined realistic forecast, the sales income in the
same period were less by 3%. By comparison with the year 2003, sales income decreased by
18%.

In 2006 the Group of enterprises incurred loss of LTL 4.5 million before profit taxes.
For 2006, pursuant to the IAS requirements, LTL 0.5 million of income for tax purposes
have been accounted, thus in 2006 net loss of the Group amounted to almost LTL. 4 miliion.



Pursuant to the refined forecast, during the above period, 1t was forecasied to incur oss from
ITL. 0.8 to 5.2 million.

In 2003, the export volumes amounted to LTL 55 million or 93% of total production
unsold. The sales have distributed as follows, depending on the country: Sweden — 38%, US
— 8%, ltaly — 5%, Estonia — 5%, Denmark - 4.5%, Lithuania — 7%, other countries — 32.5%.
The production has been sold in 29 countries.

7 specialised textile exhibitions have been attended: in Germany, France, [taly. Japan
and Lithuania.

On 31/12/2006 the enterprise employed 1400 employees, on 31/12/2005 the Group of
enterprises employed 1588 employecs. In a year, number of employees decreased by 11.8%.
The remuneration to the employees of the Group has been paid in accordance with the
approved articles of job remuneration, laws on safety and health of the employees and other
taws and resolutions of the Government of the Republic of Lithuania. The remuneration has
been paid in timely manner, no late payment fees have been calculated for accounted period.
Actual remuneration funds amounted to LTL 18.983 thousands and by comparison with
2005 remained virtually the same. In 2006 the average calculated remuneration was L1
1,035 and by comparison with 2005 increased by almost 7%.

In 2006 the company purchased 1,659 tons of long linen fibre: 38% was purchased
from France, 32% from Poland, 29% from Ukraine, and 1% - Irom the Netherlands, The
price of fibre purchased, by comparison with 2005, decreased more than 8%.

In 2006, 200 tons of cotton yarn was purchased: from Lithuania - 33.5%, from Latvia -
66.5%. The price for ton of cotton yarn, by comparison with 2000, remained the same.

As the need for production of higher quality increased, in 2006, 88 tons of linen varn
were purchased, the greater part whereof being purchased from producers in Poland.

Maijority of chemical substances, dyes have been purchased from Germany,
Switzerland, Scandinavian countries. When purchasing the same, concessions have been
applied and the payment took place in 2-3 months after the receipt of the goods.

On 31/12/2006, the Group of enterprises was not indebted to the banks. In June 2006
Linas, LLC granted LTL 12 million loan to Linas Nordic, PLC, the subsidiary; the
subsidiary covered the bank LTI 11.7 million. At the end of 20006, in total, Linas, LI1C has
granted its subsidiary loans (o the amount of LTL 19 miltion.

In 2006, enterprises of the Group paid LTI 7.7 million taxes to the budget; LTL 6.5
million to Sodra, in total LTL 14.2 million; that amounts to almost 24% of the sales income.

111. References and additional explanations regarding the data provided in the
annual financial accountability.

Data provided in the annual financial accountability explanatory tetter are sufficient and
complete. The financial accountabilities have been prepared pursuant o international

financial accountability standards.

IV.-VII. Information regarding purchased and own shares of the Company and
the Group and own shares purchased and disposed during the reporting period.

The Company has not purchased own shares; neither has subsidiary purchased shares of
the Company. Neither the Company. nor its subsidiary has purchased and soid own shares
during the reporting period.

VIIL. Information regarding the branches and offices of the Company.

Linas, LLC has no branches and offices.



IX. Important events, taken place since the end of previous financial vear,

On 14 of February, 2007 in the session, the Board of Linas, ILLC decided to cover joss
of Linas Nordic, PLC, the subsidiary of LTL 2.8 million (EUR 0.8 miliion). by decreasing
the loan granted to the Company considering this amount.

The Board of Linas Nordic, PLC, the subsidiary of Linas, LLC decided to revoke from
the office since 08/03/2007, by agreement of the parties, Mrs. Zibute Gaivenicne, general
manager of Linas Nordic, PLC. Mrs. Lilijana Puriene was temporary appointed to the
position of general manager of Linas Nordie, PLC since 09/03/2007.

X. Plans and forecasts of the Company’s activity.

It is forecast, that in 2007 the income of the Group shall amount to L1 69.1 million,
profit before taxation LTL 1.6 million. In 2007, it is planned to allocate up to LTL 3.4
million for the acquisition and update of technological equipment of the subsidiary.

XI1. Information regarding the research and development activity of the Company.

Neither Group of companies, nor the Company has performed rescarch  and
development activity.

XII. Where the enterprise uses financial means and where it is important in
evaluating the assets, own capital, liabilities, financial state and results of the activity of
the enterprise, the enterprise discloses purposes of financial risk management,
insurance means of main groups of intended transactions used, whereto accounting of
insurance transactions is applied, and the extent of enferprise price risk, eredit risk,
Hquidation risk and monetary flows risk.

The Company has not used financial means, important in evaluation of assets,
liabilities, financial state and results of the activity of the enterprise.

X1II. The disclosure of the following the governance code of the companies, the
securities whereof are sold in regulated market.

Information regarding the following of the Company’s governance code shall be
provided in Annex No 1.



Annex 1

Disclosure form concerning the comptiance with the Governance Code for the
companies listed on the regulated market

The public company ,, Name of Jssuer”, following Article 21 paragraph 3 of the Law on Securities of the Republic of Lithuania
and item 20.5 of the Trading Rules of the Vilnius Stock Exchange, 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 complied with and the reasons of non-

compliance,

YES/NO
PRINCIPLES/ RECOMMENDATIONS /NOT COMMENTARY

APPLICABLE

Principle I: Basic Provisions

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

shareholder value.

1.1. A company should adopt and make public the | YES Company presents such kind of information in company’s web
company’s development strategy and objectives by clearly page weww linasdi and in the reports of Vilnius Stock
declaring how the company intends to meet the interests of Exchange.

its sharcholders and optimize shareholder value.

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

3. A company’s supervisory and management bodies | YES
should act in close co-operation in order to attain maximam
benefit for the company and its sharcholders.

1.4, A company’s supervisory and managemen! bodies | YES
should ensure that the rights and interests of persons other
than the company’s shareholders (e.g. employees, creditors,
suppliers, clients, local communily), parlicipating in or
connected with the company’s operation, are duly respected.

Principle 1I: The corporate governance framework

The corporate governance framework shouid ensure the strategic guidance of the company, the effective oversight of the company’s
management bodies, an appropriate balance and distribution of functions between the company’s bodies, protection of the

shareholders® interests.




2.1. Besides obligatory bodies provided for in the Law on
Companies of the Republic of Lithuania — a gencral
sharcholders’ mecting and the chief’ executive officer, it is
recommended that a company should set up both a collegial
supervisory body and a coliegial management body. The
seiting 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 turn, facilitale a more efficient and transparent
management process.

NO

Supervisory Board is not formed in the company. Company’s
Board is executing functions of supervision body in a
particular level. The Board of company controls and
supervises how the chief executive officer and management
execute the strategy of the company.

2.2. A coliegial management body is responsible for the
strategic management of the company and performs other
key functions of corporate governance. A collegial
supervisory body is responsibie for the effective supervision
of the company’s management bodics.

YES

2.3. Where a company chooses to form only onc collegial
body, it is recommended that it should be a supervisory
body, ie. the supervisory board. In such a case, the
supervisory board is responsible for the effective monitoring
of the functions performed by the company’s chief
executive officer.

NO

Supervisory Board is not formed in the company. Board of
company is executing the supervision of prosccuted functions
of chicf executive of the company.

2.4. The collegial supervisory body to be clected by the
general shareholders’ meeting should be sel up and should
act in the manner defined in Principles 11 and 1V, Where a
company should decide not o set up a collegial supervisory
body but rather a collegial management body, i.¢. the board,
Principles 111 and IV should apply to the board as long as
that does not centradict the essence and purpose of this
body.

YES

2.5. Company's management and supervisory bodies should
comprise such number of board (exccutive 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.

YES

Company’s Board is mad of 3 members,

2.6. Non-executive directors or members of the supervisory
board should be appointed for specified terms subject to
individual re-election, at maximum intervals provided for in
the Lithuanian legisiation with a view to ensuring necessary
deveiopment of professional experience and sufficiently
frequent reconfirmation of their status. A possibility fto
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.

Not
appiicable




2.7, Chairman of the coilegial 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 lo set up a supervisory board but rather the board, it is
recommended that the chairman of the board and chief
executive officer of the company should be a different
person. Former company’s chief exccutive officer shouid
not be immediately nominated as the chairman of the
collegial body elected by the general sharcholders’ meeting,
When a company chooses 1o departure (rom these
recommendations, it should furnish information on the
measures it has taken 1o ensure impartiality of the
SUPErvision.

YES

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

The order of the formation a collegial body to be elected by a general sharcholders’ meeting should ensure representation of
minerity shareholders, accountability of this body to the shareholders and objective monitoring of the company’s operation and ifs

management bodies.’

3.1. The mechanism of the formation of a collegial body to
be elected by a general shareholders’ meeting (hereinafter in
this Principle referved to as the ‘cellegial body™) should
ensure objective and fair monitoring of the company’s
management bodies as well as representation of minority
sharchelders.

YES

3.2. Names and surnames of the candidates to become
members of a collegial body, information abow! their
education, qualification, professional background, positions
taken and potential conflicts of interest should be disclosed
carly enough before the general sharchoiders’ meeting so
that the shareholders would have sufficient time to make an
mformed  voting decision. Al factors affecting the
candidate’s independence, the sample list of which is set out
it Recommendation 3.7, should be also disclosed. The
collegial body should also be informed on any subsequent
changes in the provided information. The coliegial body
should, on yearly basis, coliect data provided in this jiem on
its members and disclose this in the company’s annual
report.

YES

3.3. Should a person be nominated for members of a
collegial body, such nomination should be followed by the
disclosure  of information on candidate’s  particular
competences relevant to his/her service on the coilegial
body. In order sharchoiders and invesiors are able to
ascertain whether member’s campetence is further relevant,
the collegial body should, in its annual report, disclose the
information on ils composition and particular conpetences
of individual members which are relevant to their service on
the collegial body.

NO

Al most, company is not keeping to this principle, does not
indicates collegial body and does not informs the on
candidate’s particular competence reievant to histher service
on the collegial body. The company is nol discloses

information about the consist of cellegial body.




3.4. In order to maintain a proper balance in terms of the
cwrrent qualifications possessed by its members, the
collegial body should determine its desired composition
with regard o the company’s structure and activities, and
have this periodicaily cvaluated. 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 audil committee, collectively, should have a recent
knowledge and relevant experience in the fields of finance,
accounting and/or audit for the stock exchange lsted
companies.

YES

3.5. 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 activities.
The collegial body should conduct an annual review to
identify ficlds where its members need to update their skitls
and knowledge.

YES/NO

Individual program is not forescen, because it is not required
by any laws.

3.6, In order to ensure that all material conflicis of interest
related with a member of the collegial body are resolved
properly, the collegial body should comprise a sufficient
number of independent members,

NO

Company’s Board was elected in 2003 when the independency
of collegial body members was not valuated.




3.7. A member of the collegial body should be considered 1o
be independent only if he is free of any business, family or
other relationship with the company, its controlling
sharcholder 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 (o list, moreover,
relationships  and  circumstances associated with the
determination of independence may vary amongst
companies and the best practices of soiving this problem are
yet to evalve in the course of time, assessment of
independence of a member of the collegial body should be
based on the contents of the relationship and circumstances
rather than their form. The key ceriteria 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
beard (if a collegial body clected 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 years;

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 belang to the senior
management and was clected to the coliegial body
as a representative of the employees;

3) Hefshe is not receiving or has been not receiving
significant additional remuneration from {he
company or assoclated company other than
remuneration for the office in the collegial body.
Such additional remuneration includes
participation in share options or some other
performance based pay systems; i does not
imciude compensation payments for the previous
office in the company (provided that such
payment is no way related with later position) as
per pension plans (inclusive of deferred
compensations);

4) He/she is not a  controlling sharcholder or
representative of such shareholder {conirol as
defined in the Ceuncil Directive 83/349/EEC
Article | Part 1);

5) He/she does not have and did not have any material
business relations with the company or associated
company within the past year directly or as a
partner, sharcholder, director or superior
employee of the subject having such relationship.
A subject is considered to have business relations
when it is & major supplier or service provider
(inclusive of financial, legal, counseling and
consulting services), major client or organization

Not
applicable




receiving significant payments from the company
or its group;

6} He/she is not and has not been, during the last three
ycars, partner or employes of the current or
former external audit company of the company or
agsociated company;

7y Hefshe 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 collegial body clected by the generzl
sharcholders’ meeting is the supervisory board} is
non-execuiive director or member of the
supervisery board, he/she may not also have any
executive

material with

directors of the company that arise from their

other relationships
participation in activities of other companies or
baodics;

8) He/she has not been in the position of 2 member of
the collegial body for over than 12 years;

9) Hefshe is not a close relative to an executive director
or member of the board (if a collegial body
elected by the general sharcholders” meeting is the
supervisory board} or to any person listed in
above items 1 to & Close relative is considered 1o
be 2 spouse {conmumon-law spouse), children and
parents,

3.8. The determination of what constitutes independence is
fundamentaliy an issue for the collegial body itself 1o
determine, The collegial body may decide that, despite a
patticular member meets all the criteria of independence
this  Code, be considered
independent due lo special personal or company-related

laid down in he  cannot

circumstances.

Not
applicable

3.9. Necessary information on conclusions the collegial
body has come to in its determination of whether a
particular member of the body should be considered fo be
independent should be disclosed. When a person is
nominated to become a member of the coliegial body, the
company should disclose whether it considers the person to
be independent. When a particular member of the collegial
body does net meet one or more crileria of independence set
out in this Cede, the company should disclose its reasons for
nevertheless considering the member to be independent. In
addition, the company should annually disclose which
body it to be

members of the collegial considers

independent,

Not
applicable

Company’s Board was elected in 2003 when the independency
of collegial body members was not valuated.




3.10. When one or more crileria of independence set out in
this Code has not been metl throughout the year, the
company 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.

Not
applicable

Company’s Board was ¢lected in 2003 when the independency

of collegial body members was not valated.

3.11. In order to remunerate members ol a collegial body for
their work and participation in the meetings of the collegial
body, they may be remunerated from the company’s funds,
The general sharcholders’ meeting should approve the
amount of such remuneration,

Not
applicable

Company is not remunerates the members of Board.

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 clected by the general
sharcholders’ 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 shareholders.

4.1. The collegial body elected by the generai shareholders’
meeting (hereinafter in this Principle referred to as the
‘collegial body’) should ensure integrity and transparency of
the company’s financial statements and the controf system.
The collegial body should issue recommendations to the
company’s management bodies and monitor and control the
company’'s management performance.

YES

The Board is doing all supervision functions of management
body activity which are attributed to the Board of the

company.

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 its sharcholders with due
regard to the interests of cmployecs and public welfare.
Independent members of the coliegial body should (a) under
all circumstances maintain independence of their analysis,
decision-making and actions (b} do not seek and accept any
unjustified  privileges that migh{ compromise their
independence, and (¢) clearly cxpress their objections
should a member consider that decision of the collegial
body is against the interests of the company. Shouid a
coilegial bedy 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 to
the collegial body or audit commitiee and, if neccessary,

respective company-not-pertaining body (institution).

YES/NO

Members of Board are acting in behalf of company and
sharcholders and in behalf of their interest. The independency
of members of the Board is not valued.




4.3. Each
attention to perform his duties as a member of the cotlegial

member should devote sufficient time and

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 cellegial body. In the event a member of the
collegial body should be present in less than a half of the
meetings of the collegial body throughout the financial year
of the company, sharcholders of the company should be

notified.

YES/NO

Members of Board are participating in the meetings and

paying a lot of attention tfo the exccution of their

responsibilities. The company is not informing shareholders
about the participation of members of Board in the meetings.

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. It
should ensure that sharcholders are properly informed on
the company’s affairs, strategies, risk management and
resolution of conflicts of interest. The company should have
a clearly established role of members of the collegial body
when communicating with and committing to sharehotders.

YES

45 0 s
insignificant ones duc to their low value or concluded when

recommended  that {ransactions (except
carrying out routine operations in the company under usual
conditions), concluded between the company and s
shareholders, members of the supervisory or managing
bedies 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 fransactions should be deemed
adopted only provided the majority of the independent

members of the collegial body voted for such a decision.

YES

4.6. The collegial body should be independent in passing
decisions that are significant for the company’s operations
and strategy. Taken separately, the coliegial body should be
bodies.

Members of the collegial body should act and pass decisions

independent of the company’s management
without an outside influence from the persons who have
elected it. Companies should ensure that the collegial body
and its  commitices are provided with sufficient
administrative and financial resources to discharge their
duties, including the right to obtain, in particular from
employees of the company, all the necessary information or
to seck independent fegal, accounting or any other advice on
issues pertaining to the competence of the collegial body

and its commitices.

YES




4.7. Activilies of the collegial body should be organized in a
manner that independent members of the coliegial body
could have major influence in relevant areas where chances
of occurrence of conflicts of interest are very high. Such
areas to be considered as highly relevant are issues of
nontination of company’s directors, determination of

directors’ remuneration and control and assessment of
company’s audit. Therefore when the mentioned issues are
attributabie to the competence of the collegial body, it is
recommended that the collegial body should establish
and

Companies should ensure that the functions attributable to

nomination,  remuneration, audit  commitices.
the nomination, remuneration, and audit commilices are
carricd out. However they may decide to merge these
functions and set up less than three commitiees. In such case
a company should explain in detail reasons behind the
selection of alternative approach and how the sefected
approach complies with the objectives set forth for the three
different committees. Should the collegial body 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 mects composition
requirements advocated for the committees and that
adequate information is provided in this respect. In such
case provisions of this Code refating to the conmitiees of
the coliegial body (in particular with respect 1o their role,
operation, and transparency) should apply, where relevant,

to the collegial body as a whole.

YES/NO

The Board is elected from three members, so recormmended
functions of commitiees are transferred to the Board.

4.8. The key objective of the commiltees 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. Committees
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
coliegial body or to remove the matters considered from the
purview of the cellegial body itself, which remains fully
responsible  for the decisions taken in its field of
competence,

Not
applicabic

See comment 4.7,

4.9. Committees established by the coltegial body shoukd
normally be composed of at least three members. in
companies with small number of members of the collegial
body, they could exceptienally be composed of two
members. Majority of the members of each committee
should be constituted from independent members of the
collegial body. In cases when the company chooses not to
set up a supervisory board, remuneration and audit
comumittees should be entirely comprised of non-executive
directors. Chairmanship and membership of the commiltees
should be decided with due regard to the need to ensure that

Not
applicable

See comment 4.7,




commitlee membership is refreshed and that undue retiance
is not placed en particular individuals.

4.10. Authority of each of the committees should be
determined by the collegial body. Committees should
perform their duties in line with authority delegated to them
and inform the collegial body on their activities and
performance on regular basis. Authorily of every commitiee
stipulating the role and rights and duties of the commitiee
should be made public at least once a year (as part of the
information disclosed by the company amnually on its
corporale governance styuctures and practices). Companies
should also make public anmually a statement by existing
committees on their composition, number of meetings and
altendance 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.

Not
applicable

See comment 4.7,

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

Not
applicable

See comment 4.7,
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4.12. Nomination Committee.
4.12.1. 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
commitiee should evaluate the balance of skills, knowledge
and experience on the management body, prepare a
description of the roles and capabilities required to assume a
particular office, and assess the time commitment expected.
Nomination commitiee can also consider candidates to
members of the collegial body delegated by the sharcholders
of the company;

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

* Assess on regular basis the skills, knowiedge and
experience of individual directors and report on this to the
collegial body;

* Properly consider issues related to succession planning;

* Review the policy of the management bodies for selection
and appointment of senior management.

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

Not
applicable

See comment 4.7.

4.13. Remuneration Commiittee.

4.13.1. Key functions of the remuneration committee should
be the following:

* Make proposals, for the approval of the collegial body, on
the remuneration policy for members of management bodies
and exccutive directors. Such policy should address all
forms of compensation, including the fixed remuneration,
performance-based  remuneration  schemes, pension
arrangements, and  termination payments. Proposals
considering  performance-based  remuneration  schemes
should be accompanied with recommendations on ihe
related objectives and cvaluation eriteria, with a view o
properly aligning the pay of executive director and members
of the management bodies with the long-term interests of
the sharcholders and the objectives set by the collegiai body;
+ Make proposals 1o the collegial body on the individual
remuneration for executive directors and member of
management bodies in order their remunerations are
consistent with company’s remuneration policy and the
evaluation of the performance of these persons concemned.
In doing so, the commitiee should be property informed on
the total compensation obtained by executive directors and
members of the management bodies from the affiliated
companies;

+ Make proposals te the collegial body on suitable forms of
contracts for execufive 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 divectors);

* Make general recommendations 1o the executive directors

Not
applicable

See comment 4.7,
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and members of the management bodies on the level and
structure of remuneration for senior management (as defined
by the collegial body) with regard 1o the respective
information provided by the exeeutive directors and
members of the management bodies.

4.13.2. With respect (o stock oplions and other share-based
incentives which may be granted to directors or other
employees, the commilice should:

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

« Examize the related information that is given in the
company’s annual report and documents intended for the
use during the sharcholders meeting;

* Make propoesals to the collegial body regarding the choice
between granting options to subscribe shares or granting
options to purchase shares, specifying the reasons for its
choice as weli as the consequences that this choice has.
4.13.3. Upon resolution of the issues attributable to the
compelence of the remuneration committee, the commitiee
should at lcast address the chairman of the collegial body
and/or chiel executive officer of the company for their
opinion on the remuneration 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 criteria for the
consolidation of the accounts of companies in the group);

* At least once & year review ({he systems of internal control
and risk management 1o ensure that the key risks (inclusive
of the risks in relation with compliance with existing laws
and reguiations) arc 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 he budget of the
department, and by monitoring the responsiveness of the
management to its findings and recommendations. Shouid
there be no internal audit authority in the company, the need
for one should be reviewed at least annually;

* Make recommendations to the collegial body related with
selection, appointment, reappointment and removal of the
external auditor (to 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 vequired actions in such
situations;

¢ Menitor independence and impartiality of the external
auditor, in particutar by reviewing the audit company’s
compiiance with applicable guidance relating to the rotation
of audit partners, the Jevel of fees paid by the company, and
similar issues. In order to prevent occurrence of material
conflicts 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
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 pelicy

Not
applicable

See comment 4.7,
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establishing types of non-audit services that are (a)
cxcluded, (b) permissible only afler review by the
committee, and {c) permissible without referral 1o the
commitice;

* Review efficiency of the external audit process and
responsiveness of management to recommendations made in
the external auditor’s management letter.

4.14.2. All members of the committee should be furnished
with complete information on particulars of accounting,
financial and other operations of the company. Company's
managenent should informy the audit committee of the
methods used to account for significant and unusual
transactions where the accounting treatment may be open to
different approaches. In such case a special consideration
should be given to company’s operations in offshore centers
and/or activities carried out through special purpose vehicles
(organizations) and justification of sucl operations.

4.143. The audit committee should decide whether
participation of the chairman of the collegial body, chief
executive officer of the company, chief financia} officer (or
superior employees in charge of finances, treasury and
accounting), or internal and external auditors in the
meetings of the commitice is required (if required, when).
The committee should be entitled, when needed, 1o 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 refationship with management,
but also with free access 1o the collegial body. For this
purpose the audit commiltee should act as the principal
contacl person for the internal and external auditors.

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

4.14.6. The aud#t commiltee should examine whether the
company is following applicable provisions regarding the
possibility for employees (o report alleged significant
irregularities in the company, by way of complaints or
through  anonymous  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 to
the collegiai body at feast once in every six months, at the
time the yearly and hall-yearly statements arc approved.

13



4.15. Every year the collegial body should conduct the
assessment of its activities. The assessment should include
evaluation of collegial body’s structure, work organization
and ability lo act as a group, evaluation of each of the
collegial body member’s and committee’s competence and
work cfficiency and assessment whether the collegial body
has achieved ils 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
malerial changes were made as a result of the assessment of
the collegial body of its own activities.

NO

There is no Board evaluation practice in the company.

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

The working procedure of supervisory and management bodies established 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 managemen! bodics
(hereinafler 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 responsibie for proper convocation of the collegial
body meclings. The chairperson should ensure that
information about the meeting being convened and its
agenda are communicated to all members of the body. The
chairperson of a collegial body should ensure appropriate
conducting of the meetings of the collegial body. The
chairperson should ensure order and working atmosphere
during the meeting,

YES

5.2. It is recommended that meetings of the company’s
collegial bodies should be carried out according to the
schedule approved in advance al certain intervals of time.
Each company is free to decide how often to convenc
meetings of the collegial bodies, but it is recommended that
these meetings should be convened at such intervals, which
would guarantes an interrupted resofution of the essential
corporate governance issues. Meetings 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.

YES/NO

Meetings of Board arc held not rarcly than once per guarter.
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5.3, Members of a collegial body shouid be notified about
the meeting being convened in advance in order 1o allow
sufficient time for proper preparation for the issues on the
agenda of the meeting and 1o ensure fraitful discussion and
adoption of appropriate decisions. Alongside with the notice
about the meeling being convened, all the decuments
relevant 1o the issues on the agenda of the meeting should be
submitted to the members of the collegial body. The agenda
of the mecting should not be changed or supplemented
during the meeting, uniess all members of the coliegial body
are present or certain issues of great importance to the
company reguire immediate resolution,

YES

34, 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.

Not
applicable

Supervisory Beard is not formed in the company.

Principle VI: The equitable treatment of shareholders and shareholder rights

The corporate governance framewaork should ensure the equitable treatment of all shareholders, including minority and foreign shareholders.
The corporate governance framework should protect the rights of the sharehoiders.

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

YES

6.2. It is recommended that investors should have access o
the mformation concerning the rights attached (o the shares
of the new issue or those issued earlier in advance, i.e,
before they purchase shares.

YES

6.3. Transactions that are important to the company and its
sharchokders, such as transfer, investment, and pledge of the
company’s assets or any other type of encumbrance shouid
be subject to approval of the general sharcholders’ meeting,
Alf shareholders should be furnished with equal opportunity
to familiarize with and participate in the decision-making
process when sigaificant  corporate

issues, including

approval of transactions referred 1o above, are discussed.

YES/NG

Sharcholders of the company presented the right to the Board
to solve regarding company’s property transfer, investment,
mortgage or other difficulty.
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6.4. Procedures of convening and conducting a general
shareholders® meeting should ensure equal opportunities for
the sharchalders to effectively participate at the meelings
and should not prejudice the rights and interests of the
sharcholders. The venue, date, and time of the sharcholders’
meeting should not hinder wide atiendance of the
sharcholders. Prior to the sharcholders’ mecting, the
company’s supervisory and management bodies should
enable the shareholders 1o fodge questions on issues on the
agenda of the gencral shareholders’ meeting and receive
answers to them,

YES

6.5. 1t is recommended that documents on the course of the
general shareholders® meeling, including draft resolutions of
the meeting, should be placed on the publicly accessible
websile of the company in advance. It is recommended that
the minules of the general shareholders’ meeting after
signing them and/or adopted resolutions should be also
placed on the publicly accessible website of the company.
Secking to ensure the right of foreigners to familiarize with
the information, whenever feasible, documents referred to in
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 detrimenta to the
company or the company’s commercial secrets are not
revealed,

YES

All information for the sharcholders is announced acting ace.to
AB Law and company’s regulations.

0.6. Sharchelders shouid be furnished with the opportunity
to vote in the general sharcholders” meeting in person and in
absentia. Shareholders should not be prevented from voting
in writing in advance by completing the gencral voting
ballot,

YES

6.7. With a view to increasing the sharcholders’
opportunities fo participate effectively at sharcholders’
meetings, the companies are recommended to expand use of
modern technologies in voting processes by allowing the
shareholders to vote m general meetings via terminal
equipment of telecommunications. In such cases security of
lelecommunication  equipment, text proteclion and a
possibility to identify the signature of the veting person
should be guaranteed. Moreover, companies could furnish
its shareholders, especially foreigners, with the opportunity
to walch sharcholder meetings by means of modem
techinologies.

NO

Sharcholders did not present the requests to use modern
technologies during the voting.

Principle VII: The avoidance 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.
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7.1. Any member of the company's supervisory and
management body should avoid a situation, in which his/her
personal interests are in conflict or may be in conflict with
the company’s interests. In case such a situation did cccur, 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
elected him/her, or to the company’s shareholders about a
situation of a conflict of interest, indicate the nature of the
conflict and value, where possible.

YES

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
his/her personal assets or use them or the information which
he/she fearns by virtue of his/her position as a member of a
corporate body for histher personal benefit or for the benefit
of any third person without a prior agreement of the general
sharcholders” meeting or any other corporate body
authorized by the meeting,

YES

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 {excepl insignificant ones due to their
low value or conciuded 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, 1o other members of the same
corporate body or to the corporate body that has elected
hinvher or to the company’s shareholders. Transactions
specified in this recommendation are also subject to
recommendation 4.5,

YES

74. 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.

YES

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revision and disclosure of directors’ remuneration established in the company should
prevent potential conflicts of interest and abuse in determining remuneration of directors, in addition it should ensure publicily and
transparency 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  (hereinafier  the
remuneration statement), This statement should be part of
the company’s annual accounts. Remuneration staternent

should also be posted on the company’s website.

NO

The company, acc.to the order indicated by the law, announces
in the periodical statements only the total salary sum of the
company's head and board. The company keeps to the
principle that payments related to job is not public announced
and confidential information.
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8.2. Remuneration statement should mainly focus on
directors’ remuneration pelicy for the following year and, if
appropriate, the subsequent years. The statement should
contatn  a summary of the implementation of the
remuneration policy in the previous financial year. Special
altention should be given to any significant changes in
company's remuneration policy as compared to the previous
financial year.

Not
applicable

Sec comument 8.1.

8.3, Remuneration statement should leastwise include the
following information:

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

* Sufficient information on performance criteria that entitles
directors to share options, shares or variable components of
remuncration;

+ 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.

Not
applicable

See comment 8.1,

8.4, Remuneration statement should also summarize and
explain company’s policy regarding the terms of the
contracts execuled with executive directors and members of
the management bodies. It should include, inter alia,
information on the duration of contracts with executive
directors and members of the management bodies, the
applicable notice periods and details of provisions for
termination payments linked to early termination under
contracts for ecxccutive directors and members of the
management bodies.

Not
applicable

See comment 8.1,

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 inciude data, if applicable, on authorities
and compesition of the remuneration commitice, names and
surnames of external consultants whose services have been
used in determination of the remuneration policy as well ag
the role of sharcholders” annual general meeting.

Not
applicable

See comment 8.1.

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 remuncration 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.

Not
applicable

See comment 8.1.
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8.7. Remuneration statement should alse contain detailed
information on the entire amount of remuneration, inclusive
of other benefits, that was paid to individual directors over
the relevant financial year, This document should list at
least the information set out in items 8.7.1 1o 8.7.4 for each
person who has served as a divector of the company at any
time during the relevant financial year.

8.7.1. The follewing remuneration and/or emoluments-
related information should be disclosed:

* The total amount of remuneration paid or due to the
director for services performed during the relevant financial
year, inclusive of, where relevant, attendance fees fixed by
the annual general sharcholders meeting,

» The remuneration and advantages received from any
undertaking belonging 1o 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
remuneration paid to directors for special services outside
the scope of the usual functions of a director;

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

» Total estimated value of non-cash benefits considered as
remuncration, other than the items covered in the above
pomts,

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

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

¢ The number of shares options exercised during the relevant
financial year and, for ecach 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 {inancial year;
* The number 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 occurring during the financial year.

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 dircctors’ accrued benefits under that scheme
during the refevant 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 i the
company at any {ime during the relevant financial year in
the form of loans, advarnce payments or guarantees,
including the amount outstanding and the interest rate.

Not
applicable

Sce comment 8.1,
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8.8. Schemes anticipating remuneration of directors in
shares, sharc options or any other right to purchase shares or
be remuncrated on the basis of share price movements
should be subject to the prior approval of sharcholders’
annual general meeting by way of a resolution prior e their
adoption. The approval of scheme should be related with the
scheme itself and not to the grant of such share-based
benefits under that scheme to 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 shareholders’ annual
general meeting. in such case sharcholders should be
notified on all terms of suggested changes and get an
explanation on the impact of the suggested changes,

Not
applicable

Sec comment 8.1,

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

* Grant of share-based schemes, including share options, o
directors;

* Determination of maxinwm 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 Jong-term incentive schemes for which directors
are eligible and which are not available to other employeces
of the company under similar terms. Annual general
meeting shouid also set the deadline within which the body
responsible for remuneration of directors may award
compensations listed in this arlicle (o individual directors.

8.1, 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
lower than the market value of the share prevailing on the
day of the price determination, or the average of the market
vatues over a number of days preceding the date when the
exercise price is determined, should also be subject to the
sharcholders’ 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 employees or employees of
any subsidiary company whose employees are eligible o
participate in the scheme and which has been approved in
the sharcholders’ annual general meeting,

Not
applicable

Not
applicable

Not
applicable

See comment 8.1,

See comment 8.1,

See comment 8.1,
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8.12. Prior to the annual general meeting that is intended to
consider decision stiputated in Article 8.8, the sharcholders
must be provided an opportunity to {amiliarize with draft
resclution and project-related notice {the documents should
be posted on the company’s website). The nolice should
contain the full text of the share-based remuncration
schemes or a description of their key terms, as well as full
names of the participants ir: 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. Sharchotders must also be presented with
information on how the company intends fo provide for the
shares required fo mect its obligations under incentive
schemes. It should be clearly stated whether the company
intends to buy shares 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
givern in this article must be posted on the company’s
website.

Not
applicable

See comment 8.1,

Principle IX: The role of stakeholders in corporate governance

The corporate governance framework should recognize the rights of stakeholders as established by law and encourage active co-

operation between companics 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 company concerned.

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 create
conditions for the stakeholders to participate in corporate
governance in (he 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; consulting the
employees on corporate governance and other important
issues; employee participation in the company’s share
capital; creditor invelvement in governance in the context of
the company’s insolvency, ete,

YES

YES

%3. Where stakcholders participate in the corporate
governance process, they should have access to relevant
information.

YES

It is requested to sign confidential contract in order to be able

to get acquainted with proper information.

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, inclading the financial sitnation, performance and governance of the company.
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10.1. 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 fransactions concluded outside the course of the
company's regular operations;

*  Material issues regarding
stakehotders;

* Governance struclures and strategy.

employees and  other

This list should be deemed as & minimum recommendation,
while the companies arc encouraged not to limit themselves
ta disclosure of the information specified in this list.

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

10.3. It is recommended that information on the professional
background, qualifications of the members of supervisory
and management bodics, 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 company’s supervisory and
management  bodies s under disclosure. It is also
recommended that information about the amount of
remuneration received from the company and other income
should be disclosed with regard to members of (he
company’s supervisory and managemen! bodies and chief
exccutive officer as per Principle VIII.

10.4. It 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 to human resources,
employee participation schemes in the company’s share
capial, ete. should be disclosed when information specified
in item 7 of Recommendation 10.1 is under disclosure.

YES/NO

YES

YES/NO

YES/NO

Company discloses the information which is not confidential.
Company keeps to the principle that the payments related to
job arc not public announced and confidential information and
it is impossible fo announce some information without the
allowance of persons.

See comment 10.1.

See comment 10.1.

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 all simultancously. 1t is
recommended that notices about material events should be
announced before or after a trading session on the Vilnius
Stock Exchange, so that al! the company's shareholders and
investors should have equal access to the information and
make informed investing decisions.

YES
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10.6. Channels for disseminating information should
provide for fair, timely and cost-efficient access o relevant
information by users. It is recommended that information
technologies should be employed 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

Information is announced in the web page of the company

Lin Lithuanian and English languages.

16.7. 1t is recommended that the company’s annual reports
and other periodical accounts prepared by the company
should be placed on website. It is

recommended

the company’s

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.

YES/NO

In company’s web page wovw.lingsdt it is announced: annual
prospect report, other periodical reports, notices about other

esseniial events.

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 audifor’s conclusion and

opinion.

11.1. An anmual audit of the company’s financial statements
and report should be conducted by an independent firm of
auditors in order to provide an external and objective
opinion on the company’s financiat statements.

YES

11.2. It is recommended that the company’s supervisory
board and, where it is not set up, the company’s board
should propose a candidate {irm of auditors to the general
shareholders’ meeting,

YES

11.3. Itis recommended that the company should disclose 1o
its shareholders the level of fees paid to the firm of auditors
for non-audit services rendered io 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.

Not
applicable

Audit company receives only the pay for presented audit

services from the company which is know for the

sharcholders.
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