                        THE DECLARATORY LETTER

                             GENERAL INFORMATION

 The joint-stock company AB “Gubernija” (hereinafter-the Company) was registered on Mays 5, 1993.  The code of the Company is 144715765.

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

The Company has got an agency in Vilnius (Kubiliaus g. 21, Vilnius). It is the warehouse of the wholesale.

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

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

AB “ Gubernija “ sells beer not only in Lithuania, but also exports to England, the USA, Canada, Russia, supplies to Latvia, Estonia and Germany.

Production of beer (thousand of deciliters)

	No
	 Production title
	The year 2006
	The year 2005
	The year 2004

	1.
	1.Beer in total(produced)
	2879
	3 150,0
	2 624,3

	
	In bottles
	2645
	2 915,9
	2368

	 
	On tap 
	185,6
	234,1
	256,3

	2.
	2.Kvass in total (produced)
	407,9
	324,8
	285,9


Sales and services (thousand Litas)

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

	1.
	Income from sales
	52,4
	54,8
	50, 4

	
	
	
	
	


On December 31, 2006 there were 282 employees in the Company (on December 31, 2005 –there were 303 employees).

The financial year is coincident with the artificial year.

                          THE PRINCIPLES OF ACCOUNTING

The Company draws the financial reports in compliance with the Law on Accounting and the Law on Financial Reporting of the Republic of Lithuania, requirements of International Auditing Standards,  and the accounting policy of the Company.

The Company implements the practice declared in the statutes.

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

The financial year of the Company is coincident with the artificial year.

All numbers in these reports are given in a national currency, Litas (Lt). Litas is related to euro 3, 4528 litas for 1 euro.

The main principles of accounting which the Company used in preparation of this financial accountability are described further.

Sales
Income from sales is acknowledged following the principle of accumulation, i.e. it is registered in the reports when the goods are sold, without allowing for the receipt of money.

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

Sales are acknowledged after delivering the production and giving it to the customer less the value added tax.

The cost price of sales and the expenditure of activities

The excise duty is calculated into the cost price of the goods sold. 

The cost price of the production sold includes direct and indirect expenditure of the production.

The expenditure of activities is acknowledged following the principles of accumulation and comparison in the reporting cycle when income is got due to them. The expenditure of activities is divided into those of sales and general.

The expenditure during the reporting cycle, that is impossible to relate directly with the earning of particular income and if it will not give any income next reporting cycle is acknowledged as the expenditure of the cycle when it was experienced. The expenditure is estimated by its real value.

Expenses of the financial activity
Interests of the loans are accounted in the profit (loss) report “Financial and investment activities” following the principle of accumulation. 

Taxes

The profit of the Company is charged a 15% tariff of the profit tax according to the laws on taxes of the Republic of Lithuania. The Company pays these taxes: the excise duty, the value added tax, the real property tax, tax of the land rent, the pollution tax from stationary and mobile resources, the transport owner’s taxes.

Following the newly become effective provisional law on the Social tax, the taxable profit of the year 2006 and 2007 is taxed additionally by a 4% and 3 % tariff social tax. The Company worked to the bad, so it did not pay the social tax.

The deferred profit tax is accounted applying the method of obligations to all temporary differences that occur between the assets and the base of the obligations, and their accounting value for the purpose of the financial accountability compliance. Valid tariffs of the profit tax are used for calculation of the deferred profit tax.

The intangible assets

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

The permanent tangible assets

The permanent tangible assets (buildings, constructions and equipment) are accounted by the reassessed value, which is reduced by the sum of depreciation. 

Depreciation is calculated applying the directly proportional (linear) method and considering set standards of the permanent tangible assets depreciation. Depreciation is being calculated since next month after it was started to exploit. 

Standards of the permanent tangible assets depreciation:

	Permanent tangible assets group
	                           The year

	Buildings, constructions
	                                                            13-40

	Equipment
	                                                            10-14

	Vehicles
	                                                                5-7

	Other equipment, machines, tools
	                                                                4-6

	Other tangible assets
	                                                                  4


   The assets which are used to get some economic benefit during longer than one year period are subsumed to the permanent tangible assets according to certain groups of the assets. Each group has a set sum after reaching which the assets are accounted as permanent. In individual cases the principle of significance is used.

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

The unfinished construction is considered to certain groups of the permanent tangible assets when it is finished and the assets are prepared for its planned use.

Completing its financial accountability the Company defines if there are any indicators of depreciation which show that depreciation of the assets may be very important. If there are such, the Company sets the dividend value and compares it with the balance value of the assets. If the balance value of the assets is significantly higher than the dividend value, the balance value of the assets is reduced to the dividend value.

Profit or loss from the permanent tangible assets disposal is defined as the difference between the income and the residual value of the disposed permanent tangible assets.

Profit or loss from the permanent tangible assets disposal is accounted in respectively income or expenses from other activities.

Rent- the Company tenant

The rent of the permanent tangible assets, when the tenant gets the significant part of risk and profit of the property is considered as the rent of the activity. Deposits of the activity rent are acknowledged as expenses proportionally during the whole rent period.

Container

Containers (BBH boxes) are accounted as the permanent tangible assets in the group of machines and tools balance and are depreciated during the planned period of the useful service, approximately 4 years, applying the directly proportional (linear) method of depreciation. 

Glass bottles are accounted in the group of the material and the recruitment of the production resources. The result of reassessment of bottles and other containers in the balance is shown in the contrary accounts (the Law on Deposits is applied on them).

Resources

 The material and the recruitment of the production are accounted by the cost of acquisition applying the FIFO method. The cost price of resources acquisition consists of the acquisition value, taxes which the Company does not get a refund from the state institutions, expenses on transportation and other, directly related with their acquisition. 

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

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

Financial assets and financial obligations

Financial assets include receivable sums, money, money equivalents and deposit accounts.

Financial assets are registered when the Company receives or contractually acquires the right to get money or other financial assets.

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

Money and money equivalents are estimated by the cost price of acquisition.

Financial obligations include payable sums for received goods and services.

Financial obligations are registered in the accounting when the Company assumes an obligation to pay money or settle by other financial assets. Payable sums for goods and services are estimated by the cost price of acquisition.

Shares and annexes of the shares

Ordinary shares are accounted by their nominal value. The sum of sold shares that overcomes their nominal value is accounted as the annexes of the shares.

Defers

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

Foreign exchange

Transactions in foreign exchange are accounted due to the official exchange rates valid on the day of the change; profit and loss, that occur after transactions and recalculation of the money remainder in foreign exchange and obligations in the national currency are accounted in profit (loss) reports. 

Reports of money flows

Money and money equivalents in the reports of money flows include money in the till, banks, tills of the specialized shops and money on the way (COLLECTION). The interest paid for the loans are defined to the financial activity.

The change in the accounting policy

In 2006 the Company changed the accounting policy of the permanent tangible assets.

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

Boxes of the old type were sold after evaluation of their residual value. 

Numbers of the last year

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

Management of the financial risk

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

The credit risk 

There is no significant risk concentration in the Company. The credit risk or risk that the contract half will not perform its obligations is controlled applying the conditions of crediting and monitoring procedures.

The exchange rates’ risk

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

The liquidity risk

A conservative management of the liquidity risk is not effective at the moment and it is difficult to keep proper amounts of cash and money equivalents for reimbursement of planned expenses.

The interest rate risk

The income of the Company and the money flows from the activities are basically independent from the changes in the market interest rates.

NOTE 18-19:                INFORMATION ABOUT BUSINESS SEGMENTS

                                                                                                                               Lt

	Indicators ( thousand Lt)
	      Segments (production, goods, activity types)
	         All companies

	
	        Beer
	        Soft drinks
	     Ciders
	

	 
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	Income
	44 321 366
	48 814 308
	5 462 186
	4 017 666
	712 580
	
	52 395 801
	54 818 751

	The cost price
	33 857 267
	36 643 810
	3 858 578
	2 952 698
	670 945
	
	39 912 302
	41 220 338

	The gross profit
	10 464 099
	1 217 498
	1 603 608
	1 064 968
	41 635
	
	12 483 499
	13 598 413


Production of beer in comparison with the same period of the year 2005 decreased in 9% or 274 thousand of deciliters of beer less. Production of kvass in comparison with the same period of the year 2005 increased in 25% or 83, 1 thousand deciliters more.

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

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

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

	Indicators
	                    2006
	                    2005
	                   2004

	
	Thou

sand dals
	Thousand. Lt.
	Pct.
	Thou

sand dals
	Thou

sand Lt.
	Pct.
	Thou

sand dals
	Thou

sand Lt.
	Pct.

	Beer,

In:
	2 873
	47 939
	87,9
	3 127,4
	51 571
	92,3
	2 601,1
	45 702
	92,5

	Bottles
	2 681
	44 116
	80,9
	2 887,2
	46 551
	83,3
	2 276,1
	39 520
	86,5

	Other
	192
	3 823
	7.1
	249,2
	5 020
	9,0
	325
	6 182
	13,5

	Bread kvass
	198
	4 017
	7.4
	144,7
	2 747
	4,9
	116,3
	2 253
	4,6

	Other kvass
	212
	1 864
	3.5
	176,6
	1545
	2,8
	165
	1 448
	2,9

	Ciders
	30
	713
	1.2
	
	
	
	
	
	

	  In total;
	3 313
	54 533
	100
	3 448,7
	55 863
	100,0
	2 882
	49 403
	100,0


In 2006 income from sales decreased in comparison with the year 2005 in 2,4 million Litas.

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

Sales of beer to foreign countries in comparison with the year 2005 increased in almost 22 pct. It was determined by the increased beer sales to Latvia in 50 pct.

Sales of kvass to foreign countries in comparison with the year 2005 increased in 34, 5 pct. The biggest part of kvass was sold in Latvia-10 thousand dals, Russia-6 thousand dals, and Poland- 5 thousand dals.

In 2006 production sales of AB “Gubernija” made 8, 93 pct. of beer market sales of Lithuania (data of brewers’ association), in 2005 they were proportionately 10, 71 pct.

NOTE 20:            EXPENSES OF ACTIVITES

	The title of the article
	The financial year 2006
	Last financial year 2005

	Expenses on sales:
	10 883 063
	12 151 3 51

	Advertising
	1 597 826
	1 608 028

	Logistics
	650 227
	487 615

	Salaries and social insurance
	3 623 232
	3 648 147

	Depreciation
	1 752 319
	2 000 136

	Expenses on sales services
	1 334 033
	2 608 442

	Repairs 
	1 920 320
	1 748402

	Expenses on doubtful debts
	5 106
	50 579

	General and administrative expenses:
	4 518 509
	4 739 642

	Depreciation
	342 335


	356 102

	Salaries and social insurance, 
	1 620 099
	1 445 868

	Rent and maintenance of the premises
	655 691
	453 693

	Expenses on consultations, audit, taxes, insurance
	240 813
	371 650

	Expenses on communications
	378 295
	440 679

	Loss
	81 566
	180 676

	Other general expenses
	1 199710
	1 490 974

	In total:
	15 401 572
	16 890 993


NOTE 21:         OTHER ACTIVITY

On December 31, 2006 there was accounted a loss of 3,7 thousand Lt in the article of the other activity.

NOTE 22: FINANCIAL AND INVESTMENT ACTIVITIES

	Indicators
	The financial year 2006
	Last financial year 2005

	a)INCOME FROM FINANCIAL AND INVESTMENT ACTIVITIES 
	13 805
	63 002



	The interest received, other financial income
	13 805
	3 636

	Profit due to the exchange fluctuations
	0
	59366

	b) EXPENSES OF FINANCIAL AND INVESTMENT ACTIVITIES
	1526137
	1 305 891

	Interest for the loans
	1 262 310
	1 232 302

	Loss due to the exchange fluctuations
	32 608
	0

	 Fines and other financial services
	231 219
	73 589

	c)THE RESULT OF FINANCIAL AND INVESTMENT ACTIVITIES
	-1 512 332
	-1 242 889


NOTE 23: THE PROFIT TAX

The expenses on the profit tax in the profit (loss) report consist of:

	The title of the article
	The financial year 2006
	Last financial year 2005

	The remittance from deferred taxes
	-82 827
	-98 525

	The remittance from the assets of the deferred taxes
	51 646
	-281 311

	IN TOTAL:
	-31 181
	-379 836


The assets of the deferred taxes and the obligation are calculated applying the tariff of the profit tax which should be in the periods when the temporary differences will disappear.

The assets of the deferred profit taxes are 619, 9 thousand Lt.

In the year 2006 AB “Gubernija” worked into a loss (the loss is 4 402 904 Lt) while the profit before the interest, taxes, depreciation (EBITDA) is positive, 3,645 mln. Lt. The depreciation makes the significant part of expenses of the Company.

In the end of the year 2004 the Company reassessed buildings, constructions and production machines. A reserve of the reassessment was formed. Depreciating the part of the reassessed assets, the reassessment reserve is being reduced and the profit of the reporting cycle which is not acknowledged appears in the profit (loss) reports.

 The unacknowledged profit of the reporting cycle of 2006 is 664 575 Lt. Due to this transaction the loss in the profit (loss) report does no match with the balance loss of the financial year. The balance loss of the reporting cycle is 3 738 329 Lt.

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

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

The correction of the errors is shown in the report of the proper capital changes “The result of essential errors correction”. Recalculated the disproportioned loss of the last reporting cycle, the reserve of the reassessment (results), the balance value of the balance article “Buildings and constructions”

NOTE 1:          INTANGIBLE ASSETS

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

	Indicators
	Prestige
	Patent rights, licenses, etc.
	Program software
	Other intangible assets
	In total

	The residual value in the end of the last financial year
	
	
	5 153
	18 212
	23 365

	a)Permanent intangible assets by their cost price
	
	
	
	
	

	In the end of the last financial year
	
	
	169 464
	119 963
	287 427

	Changes in the financial year:
	
	
	
	
	

	The acquisition of the assets
	
	327 000
	111 154
	
	438 154

	Disposed to other people and written-off assets (-)
	
	
	158 575
	17 902
	176 477

	Rewrites from one article to another +/(-)
	
	
	
	
	

	In the end of the financial year 
	
	327 000
	122 43
	102 061
	551 104

	b) Depreciation
	
	
	164 311
	101 751
	266 62

	 In the end of the financial year 
	
	
	
	
	

	changes of the financial year:
	
	
	
	
	

	depreciation of the financial year
	
	54 500
	32 932
	9 015
	96 447

	reconstructive contributions (-)
	
	
	
	
	

	depreciation of the disposed to other people and written-off assets 
	
	
	158 564
	16 331
	174 895

	rewrites from one article to another +/(-)
	
	
	
	
	

	In the end of the financial year  
	
	5 4 500
	38 679
	94 435
	187 614

	c) Decrease of the value
	
	
	
	
	

	In the end of the last financial year
	
	
	
	
	

	Changes in the financial year:
	
	
	
	
	

	decrease of the value of the financial year
	
	
	
	
	

	reconstructive contributions  (-)
	
	
	
	
	

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

	 rewrites from one article to another +/(-)
	
	
	
	
	

	In the end of the financial year 
	
	
	
	
	

	d) The residual value in the end of the last financial year  
	
	272 500
	83 364
	7 626
	363 490


On December 29, 2006 the cost price of the completely depreciated but still in use intangible assets was 12 382, 00 Lt.

NOTE 2:                   TANGIBLE ASSETS

The Company applies the evaluation method of the reassessed value to separate groups of the permanent assets (buildings, constructions and machines).

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

The written-off assets which are not suitable to use: refrigerators, equipment for freezing, computers, advertising boards, tables and convertible chairs.

TANGIBLE ASSETS

	Indicators
	Buil-

dings and constructions
	Machi

nes and equip

ment
	Vehicles
	Other equip

ment, tools
	Unfi

nished constructions
	 Other equip

ment, tools
	In total

	The residual value in the end of the last financial year  
	13 411407
	26 798 655
	712 423
	674 091
	375 453
	2 253 814
	44 269 176

	a) The cost price of the acquisition
	13 994 314
	40 537 722
	3 678 769
	674 091
	375 453
	7 056 635
	66 316 984

	 In the end of the last financial year 
	
	
	
	
	
	
	

	Changes in the financial year:
	
	
	
	
	
	
	

	the acquisition of the assets
	91 325
	16 300
	154 327
	169 437
	
	817 788
	1 249 177

	Disposed and written- off assets (-)
	21 942
	663 834
	106 596
	4 420
	
	206 649
	1 003 441

	rewrites from one article to another +/(-)
	485 380
	140 258
	29 990
	-503 692
	-375 453
	351 945
	128 428

	In the end of the financial year 
	
	
	
	
	
	
	

	b) Reassessment
	
	
	
	
	
	
	

	In the end of the last financial year
	2 530947
	2 408 047
	
	
	
	
	4 938 994

	Changes in the financial year:
	
	
	
	
	
	
	

	increase (decrease) of the value +/(-)
	
	
	
	
	
	
	

	disposed and written- off to others assets (-)
	
	6 419
	
	
	
	
	6 419

	rewrites from one article to another +/(-)
	
	
	
	
	
	
	

	 In the end of the financial year
	
	
	
	
	
	
	

	c) Depreciation
	
	
	
	
	
	
	

	In the end of the last financial year 
	3113854

`
	16 147 114
	2 966 346
	
	
	4 802 821
	26 986 802

	Changes in the financial year:
	
	
	
	
	
	
	

	depreciation of the financial year
	794 792
	3 678 282
	260 072
	
	
	1 030 028
	5 763 174

	depreciation of the reassessed assets
	220145
	440 463
	
	
	
	
	703 941

	depreciation of disposed and written- off to others assets (-)
	21 940
	262 467
	106 587
	
	
	161 904
	552 898

	depreciation of disposed and written- off to others assets (-)
	
	2084


	
	
	
	
	2084

	In the end of the financial year 
	4 106851
	20 001 308
	3 119 831
	
	
	5 670 945
	32 898 935

	e) The residual value in the end of the last financial year  
	12 973 173
	22 430 766
	636 659
	335 416
	
	2 348 774
	38 724 788


Expenses on depreciation are included in the profit (loss) report:

	The article
	The financial year 2006
	The last financial year 2005

	The cost price of the sale 
	4 468 908
	4 660 222

	Expenses of activities
	2 094 654
	2 356 238

	In total:
	6 563 562
	7 016 460


The depreciated permanent tangible assets in use in their cost price

	The title of the group
	The financial year 2006
	The last financial year 2005

	Buildings, constructions
	68 658
	80 096

	Technological equipment
	2 935 877
	979 636

	Other equipment
	2 327 058
	1 573 997

	
	
	

	In total
	5 331 593
	2 633 729


NOTE 3:                   THE FINANCIAL ASSETS

The financial assets of AB “Gubernija” consist of investments to:

· UAB “ŽALIASIS TAŠKAS“- 15 000, 00 Lt. It makes 35 percent of the authorized capital of that company,
· VĮ Šiaulių universiteto mokslo ir technologijų parkas (The park of education and technology of Šiauliai University)-2000, 00 Lt,
· UAB “Krepšinis ir mes” (“ Basketball and we”)- 100 Lt

The method of the acquisition cost price is applied to the financial assets accounting of the Company.

NOTE 4:          THE ASSETS OF THE DEFERRED PROFIT TAX

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

	 The title of the article
	The financial year 2006
	The last financial year 2005

	The remainder of the deferred profit tax assets on January 1
	671 517
	671 517

	Income (expenses) in the profit (loss) report
	-51646
	0

	The remainder;: on December 29, 2006
	619 871
	671 517


The deferred profit tax assets are 619, 9 thousand Lt.

The deferred profit tax assets on December 31, 2005 made due to the acknowledgement of temporary differences in the financial and taxing accounting of theses articles:

	Temporary differences
	The financial year 2006
	The last financial year 2005

	The raising taxing loss
	0
	2 153 406

	Capitalized interest are acknowledged as expenses
	309 213
	2 272 980

	 Doubtful debts are acknowledged as permissible deductions
	35 093
	50 394

	Temporary differences in total
	344 306
	4 476 780

	 The deferred profit tax assets applying the profit tax tariff
	15
	15

	IN TOTAL:
	51 646
	671 517


NOTE 5:                    RESOURCES

	
	The stock and items of recruit

ment
	The unfinished construction
	The produced production
	Goods bough to resell
	In total

	a)The cost price of stock acquisition
	
	
	
	
	

	 In the end of the last financial year
	3 455 085
	504 147
	687 505
	9303
	4 656 040

	 In the end of the financial year 
	2 993 464
	393 839
	618 348
	18 343
	4 023 994

	b)The write-off to the clear value of realization ( re-creation)
	
	
	
	
	

	In the end of the last financial year 
	
	
	
	
	

	In the end of the financial year 
	
	
	
	
	

	c) The clear value of the possible realization in the end of the financial year (a)-(b)
	2 993 464
	393 839
	618 348
	18 343
	4 023 994

	Differences in estimation if the FIFO method was applied
	-
	-
	-
	-
	-

	The value of collateral resources
	2 993 464
	393 839
	618 348
	18 343
	4 023 994

	Resources at the third persons
	-
	-
	-
	-
	-


NOTE 6:       PREPAYMENTS AND EXPENSES OF THE COMING PERIODS

	The division of prepayments according to the types
	The financial year 2006
	The last financial year 2005

	Prepayments for the bars and cafes
	19 548
	60 154

	Expenses of the coming periods:
	113 738
	171 481

	- Insurance
	104 744
	156 359

	- VAT
	8 994
	15 122

	-Prepayments to STI due to the excise 
	87 170
	87 170

	Other payments in advance to the suppliers
	210 742
	348 821

	IN TOTAL:
	431 198
	667 626


NOTE 7:                  INDEBTEDNESS OF THE CUSTOMERS

	Indebtedness of the customers
	The financial year 2006
	The last financial year 2005



	Indebtedness of the customers 
	7 661228
	6 989 879

	Devaluation till the recoverable value
	-6008
	-33792

	IN TOTAL:
	7 655 220
	6 956 087


NOTE 8:             OTHER RECEIVABLE SUMS

	The division of other receivable sums according to the type
	The financial year 2006
	The last financial year 2005



	The deferred VAT on import
	5 029
	

	Short-term loans to the employees
	
	1 430

	Responsible persons
	799
	5391

	Others (a shoplifting in Klaipėda)
	5 063
	5  063

	IN TOTAL:
	100891
	11 884


NOTE 9:        MONEY AND MONEY EQUIVALENTS

	Indicators
	The financial year 2006
	The last financial year 2005



	Money in a bank
	302 895
	298 095

	Money in the till
	41 465
	32 885

	Money on the way (COLLECTING)
	44 201
	38 307

	IN TOTAL
	388 561
	369 287


NOTE 10:        THE CAPITAL

	Indicators
	The amount of the shares
	The sum

	The structure of the share capital in the end of the financial year
	21786000
	21786000

	1.According to the type of the shares
	
	

	1.1. Ordinary shares
	21786000
	21786000

	1.2 Preference shares
	
	

	1.3.Shares of the employees
	
	

	1.4. Special shares
	
	

	1.5. Other shares
	
	

	IŠ VISO:
	21786000
	21786000

	2.The capital of the state or municipalities
	-
	-

	Shares which The Company owes
	-
	-

	Shares which the subsidiary enterprises owe
	-
	-


The nominal value for one shares of the Company is 1 Lt. Shares are completely paid. AB “Gubernija” did not buy its own shares during the reporting cycle.

Ordinary nominal shares of AB “Gubernija” are in the list of the current market of AB “Vilniaus vertybinių popierų birža” (“Vilnius bourse”).

NOTE 11:              THE RESERVE OF REASSESSMENT

In the end of the year 2004 the Company reassessed buildings, constructions and production machines. A reserve of the reassessment was formed. Depreciating the part of the reassessed assets, the reassessment reserve is being reduced and the profit of the reporting cycle which is not acknowledged appears in the profit (loss) reports.

NOTE 12:         THE PROJECT OF THE PROFIT DISTRIBUTION

	The articles
	The sum

	The undistributed result-profit (loss) in the end of the financial year
	-7 060 536

	The clear result of the financial year- profit (loss)
	-4 402 904

	Profit of the reporting cycle that is not acknowledged in the profit (loss) report
	664 575

	The distributed result- the profit (loss) in the end of the financial year
	-10 798 865

	Transactions from reserves
	-

	The profit (loss) for distribution
	-10 798 865

	The distribution of the profit
	

	to the reserves according to the laws
	

	to other reserves
	

	dividends
	

	others
	

	The undistributed result-profit (loss) in the end of the financial year 
	-10 798 865


NOTE 13:           THE STATUS OF OBLIGATIONS OF THE COMPANY

	Indicators
	Debts or their parts, payable

	The division of the payable sums according to the types
	During one financial year
	In one year but not later than in five years
	In five years

	Financial debts:
	3 246 586
	17 950 838
	-

	- To the credit institutions 
	3 246 586
	17 950 838
	-

	Debts to the suppliers
	6 077 474
	-
	-

	Received prepayments
	
	-
	

	Obligations related with work terms
	1 725 916
	-
	-

	 Other payable sums and short-term obligations
	2 779 942
	-
	-

	Payable taxes:
	1 878 201
	
	

	-The excise duty
	1 165 402
	-
	-

	-Water and environment pollution
	6 648
	-
	-

	- The real property tax
	16 289
	-
	-

	- Other taxes
	275
	-
	-

	-VAT
	689 587
	-
	-

	 Other payable sums
	3 175 799
	
	-

	Deferred taxes
	
	1 089 832
	

	IN TOTAL:
	18 883 919
	19 040 670
	-


On December 31, 2006 The Company has short-term obligations for credit institutions, AB SEB Vilnius bank and Hansabankas the part of the long-term loan of the current year 3 159 303, 00 Lt., the leasing of SEB Vilnius bank – 87 283 Lt.

NOTE 16:  FINANCIAL CONNECTIONS WITH THE MANAGERS OF THE COMPANY AND OTHER ASSOCIATED PEOPLE

Contracts with the managers

	Indicators
	The financial year 2006
	The last financial year  2005
	The remainder in the end of the financial year

	A. The sums of the work terms counted during the year:
	631080
	534917
	

	1.To the managers
	631080
	534917
	-

	2.To other associated people
	
	
	-

	B. Other significant sums counted during the year:
	
	
	

	1. To the managers 
	
	
	-

	2. To other associated people 
	
	
	-

	The average number of the managers during the year
	7
	7
	X


NOTE 17:     OTHER PAYABLES SUMS AND SHORT-TERM OBLIGATIONS

On June 12, 2006 the shareholders’ meeting decided to increase the authorized capital by additional contribution- 6 million Lt. Shares of 3 028 720 Lt are signed and paid. On July, 2006 the circuit court of Šiauliai on request of Vitas Tomkus, the shareholder of AB “Gubernija” in July, 2006 banned the performance of the general shareholders’ meeting decision affirmed on July 12, 2006 about the authorized capital increase of the Company from additional contributions proportionally to the nominal value of the shares which the shareholders owed on the day of the general shareholders” meeting when the decision about the increase of the authorized capital was affirmed. The new edit of the statutes of the Company and the specified authorized capital are not registered. The case is transferred to the court of Šiauliai district. The shareholders’ contributions for the increase of the authorized capital are registered as obligations in the report of other payable sums and obligations.

The claim

In December, 2002 AB “Gubernija” brought AB “Kalnapilis” to court due to the illegitimate circulation of beer named ”Ledo” ( “Ice” ) in 2 l PET bottles. The case is transferred to the Constitutional court of the Republic of Lithuania at the moment. 

The tax inspection

The Tax inspectorate can inspect how the Company pays taxes and count additional taxes and fines at any time. The managers of the Company do not know any circumstances due to which there could appear a potential significant obligation in this regard.

The president of 

AB “Gubernija”                                                        Romualdas Dunauskas

PAGE  
1

