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Joint Stock Company "Rtgas kugu br-1,'zetava" (Riga Shipyard) Corporate Governance Report for
2012 (hereinafter - the Report) is made according to JSC ,,NasnnQ oMX Riga,, corporate
Governarrce Principles and Recomtnendations on their Implementation" issued in 2010. The Report
has been prepared by Joint Stock Company "l{rgas kugu bDvctava" Management Boarcl and reviewed
by "Rlgas ku$u buvetava" Supervisory Board.

The principles of Corporate Governance are maximum suitable for business operations
of the company, in 2012 most of them \/ere complied. Accordingly to if principle-has been
,,complied" or ,,explanation" the reporl includes the disclosure on whai company is not
complying or is complying parlly as well as explains the circumstances, the base of non-
copmlience

The Report has been submitted to the ,,NASDAQ OMX Riga" together with Annr-ral Report for
2012.as wellas published on,,NASDAQ OMX Riga" website.

Riga,

27tt' April,2013
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PRINCIPLES OF GOOD CORPORATE GOVERNANCB

I. SHAREHOLDERS' MEETING

Shareholders realize their right to pafticipate in the management of the Issuer at shareholders,
meetings. In compliance with legal acts the Issuers shall call the annual shareholders, meeting as
rninimum once a year. Extraordinary shareholders' meetings shall be called as required.

The Issuers shall ensure equal attitude towards atl the shareholders - holders of one category of
shares. All shareholders shall have equal rights to participate in the management of the lssuer -to participate at shareholders' meetings and receive information that shareholders need in
order to make decisions.

l.l' It shall be irnportarrt to etrsure that illl the holders of shares of one category have also equal
rights, inclLrding the right to receive a slrare of the lssr-rer's profit as dividends or in another
way in proporlion to the number of the shares owned by thern if such right is stipulated for
the shares owned by thern.

"lligtr Slipt'urd" cn,\ure,\'t:otrtTtliunt'e h lhis'principla. In t'omplitrnt:a tg tha ttrlicla.s',|li,qu
'\hiptrn'tl" fur'; i.s'^vued t'losad i.s.tue und puhlit'is,nre s'hure,;, till ihe.;hura5 1;rss;ide ertti/lemartt
lo c{it'idcrrtl,s', r'cccipl tll liqtrirlutiotl (lttotus utttl votirtg right.s ttl thc,\httrcho!dar.s, A.lcclirtg.

1.2. The Issuer shall prepare a policy for tlre division of profit. In the preparation of the policy,
it is recomrnended to take into accc,urrt not only the provision of imrnediate berrefit for tlie
Isstter's shareholders by paying dlividends to thern bLrt also the expediepcy of profit
reinvesting, which would increase tlhe value of the Issuer in flture. It is recomrnended to
discuss the policy of profit division at a shareholders' rneeting thus ensuripg that as
possibly larger a nunlber of shareholders have the possibility to acquaint thenrselves with it
and to express their opinion on it. The Report slrall specify where the lssuer's profit
distribution policy is rnade available.

,,Ri91t '\hip','rnl" '\hareholder"t' A,Iueling decide,; on pu.r,ment ol rliv'idenrjs. In t,rtmpliunca to
rcs'ttl"trlitttt ttf tlrc Sharaholclcrs il,lectinu rf ,4prit :6, :012, 16r lhc pttrf)o,\,e ,f cn,ntt.irtg
/ullil.ntenl q/'obligatiotl,r ossumed bv'lhe.htint,\_tock Oompunl,<lligtr,\ltipl,nrr)> th'e ctmtptrri
prt|i|lt'u,s,c|irec|cd.lill./ut.t/tt,rt|t,l'e|tl7lntcn,to./.|he'/oitltSitlck't|olni)un1,
t,l"t,a goul ty implentent the tryryrot,etl strutc,g.\; rl opcrtttion tt'tlrc.j,oini ,Stot)k Oomfitury.,,,lligu
Ship.v'at'cl".

1.3. In order to protect the lssuer's shareholders' interest to a sufficient extent, not only the
Issuers brrt also any other persons who in compliance rvith the procedure stipulated in
legislative acts call, announce and organize a shareholders' meeting are aske6 io cornply
with all the issues referred to in these Recommendations in relatiorr to calling shareholders'
rneetings and provision of sharehold,:rs with the required informatiol

,. R/gas kugr bfivEtcn,u " 
./itI /<n,t,s. lhi,s print'iple.

1.4. Shareholders of the Issuers shall be;rrovided with the possibility to receive irr due time and
regularly all the required information on the relevant Issuer, participate at meetings and
vote on agenda issues. The Issuers shall carry out all the possible activities to achieve that
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as many as possible shareholders participate at meetings; therefore, the time and place of a
rneeting should not restrict the allendance of a meeting by shareholders. Therefore. it
should not be admissible to change the time and place of an announced shareholders'
meeting shortly before the rneetinp;, which thLrs would hinder or even make it irnpossible
for shareholders to attend the meetirng.

..Rtgus furyu hilv7tut'tt" lbllotys this princtplc.

1.5. The lssuers slrall inforrn their s;hareholders on calling a shareholders' rneeting by
publishing a rrotice in compliance with tlre procedure and the time lirnits set fortn in
legislative acts. The lssuers are asked to announce the sharehcllders' meeting as soon as the
decision on calling the shareholders' meeting has been taken; in particular, this condition
applies to extraordinary shareholders'meetings. -fhe inforrnation on calling a
shareholders' meeting slrall be published also on the Issuer's website on the tnterlet, *h"r"
it should be pLrblished also at least in one tbreign language. lt is recornmended to use the
English langr-rage as tlte said other language so that the website coLrld be used also by
foreign investors. Wherr publishing inforrnation on calling a shareholders'meeting, also the
initiator of callirrg the meeting slrall be specified.

.,Illgus litrgu buv1ltn'tt" lbllou,s Ilis principle.

1.6. The lssr-rer shall ensure that compete infonnation on the course and time of the meeting, the
voting on decisions to be adopted, as well as the agerrda and draft decisions on which it is
planned to vote at the tneeting is avrailable in due time to the slrareholders. The Issuers shall
also inforrn the shareholders whorn they can address to receive answers to any questiorrs on
the arrangelnents fbr the shareholders' meeting and the agenda issues and ensure that the
required additional information is provided to the shareholders.

,, lirgrr.r k u gt t h t7v a t tr vu " 
./it l l ou,.:' t h i,y pr int' i,n lc.

1.7. Thelssuershall ensurethatatleast l4(foLrrteen)dayspriortotherneetingtheshareholders
have the possibility to acquaint thennselves with tlre draft decisions on the issues to be dealt
with at the meeting, including those that have been subrnitted additionally already after the
announcelnent orr calling the rneel.ing. The IssLrer shall ensure the possibility to read a
cornplete text of draft decisions, especially if they apply to votirrg on amendments to the
lssuer's statutes, election of the Issuer's officials, determination of their rernuneratiolt.
division of the Issuer's profit and other issues.

., ll rgus hgu lttlrelrn,u " 
.lbl kntr I lus' ltri ncipl c.

1.8. In no way may the Issuers restrict the right of shareholders to nominate representatives of
the shareholders for council elections. The candidates to the council and candidates to other
offices shall be nominated in due time so that the information on the said persons would be
available to the shareholders to the extent as stipulated in Clause 1.9 of this Section as

minimurn l4 (fourteen) days prior to the shareholders' meetirrg.

.,Rtgtrs krgu htlv1lut'u" .lbllou:s lhis princi,olu.

1.9. Especially,attentionshoLrldbepaidthattheshareholdersatleast l4(for-rrteen)dayspriorto
the shareholders' meeting have the possibility to acquaint thernselves with information on
council member candidates and ar"rdit committee member candidates whose approval is
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planned at the meeting. When disclosing the said information, also a short personal
biography ofthe candidates shall be published.

,, ftrgcs kugt bn,0tut,u" ./itllotl's thi,s print.rlple.

1.10. The Issuer may not restrict the right
shareholders' meeting if it is required
issue.

,,llrga.i kugu huv7tuvu" .fitllou,,s thi.s principle.

of shareholders to consult among thern during a
in order to adopt a decisiorr or to make clear some

1.11' To provide shareholders with complete inforrnation on the course of the shareholders'
meeting, the Issuer shall prepare the regulations on the course ol'shareholders'meeting, i1
which the agenda of shareholders' meeting and the procedure 1br solving any
organizatiotral issttes coutrected v,iith the sharelrolders' rneeting (e.g., registration of
meeting participants, the procedure for the adoption o1'decisions orr the issues to be dealt
with at the meeting, the Issuer's actiorrs in case any of the issues orr the agenda is not dealt
with, if it is irnpossible to adopt a decision etc.). The procedures adopted by the Issuer in
relation to participation in votirrg shall be easy lo irnplement.

,,IlTgus hrgu huv7lut,rt" lbllrnus Ili^s principle.

1.12. The Issuer slrall ensure that dLrring the shareholders'rneeting the shareholders have the
possibility to ask questions to the cilndidates to be elected at the shareholders'meeting and
other atterrdirrg representatives of the Issuer. The lssuer shall have tlre right to set
reasonable restrictions on questions, for exarnple, excluding the possibility that one
shareholder Lrses up the total tirne provided for asking of questions ancl setting a tirne limit
ol'speeclres.

.,llrgrr.s kugu buv?tuvu" .follov,s thi,s princ'iple.

1.13. When entering the course and contents of discussiolts on the agenda issues to be dealt with
at the shareholders'meeting in the rninutes of shareholders'meeting, the chairperson of the
meeting shall ensure that, in case any meeting participant reqLrires it, particLrlar debates are
reflected in the minutes or that shareholder proposal or questiorrs are appended thereto in
written form.

2. Participation of members and member candidates of the Issuer's management institutions at
shareholders' meetings

Shareholders' meetings shall be attended by the Issuer's board members, auditors, and as
possibly many council members.

2.1 . The attendance of members of the Issuer's management institutions and auditor at
shareholders' meetings shall be necessary to ensure inl'ormation exchange between the
Issuer's shareholders and members of management institutions as well as to fulfill the right
of shareholders to receive answers fiom competent persons to the questions submitted. The
attendance of the auditor shall not tre rnandatory at shareholders'meetings at which issues
connected with the finances of the, Issuer are not dealt with. By using the right to ask
questions shareholders have the possibility to obtain information on the circumstances that
rnight affect the evaluation of the financial report and the financial situation of the Issuer.
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,, IlTgu s kt ryu bil r, 0 t ut, u " .f b l htty,s, t lti s pr i n c i p l e.

2'2. Shareholders' meetings shall be attended by the lssuer's official candidates whose election
is planned at the meeting. This shall in particular apply to council members. If a coLrncil
mernber candidate or auditor carrdidate is unable to attend the shareholders' meeting due to
an important reasort, then it shall be admissible that this person does not attend the
shareholders'meeting. In this case, all the substantial information on the candidate shall be
disclosed before the shareholders' meeting.

,. Rlgtt.s kugu buv7tuvu " .follou,,y thi.s pt.inc,jple.

2.3- During shareholders'meetings, the participants must have the possibility to obtain
information on officials or official candidates who do not attend the meeting and reasons
thereof. The reason of non-attenda.nce should be enterecl in the minutes of shareholders'
meeting.

,,lltgtt.s kugu huv1tut'u" .follov,,: thi.s princ,iplc.

II. BOARI)

The board is the lssuer's executive institLrtion, which malrages and represents the lssuer in its
everyday business, therefore the Issuer shall ensure that it is elficient, able to take ilecisions. and
committed to increase the value of the cornparry, therefbre its obligations arrd responsibilities have to
be clearly deternrined.

3. Oblisations and responsibilities of the Board

The Issuers shall clearly and expressively determine the obligations and authorities of the board
and responsibilities of its members, thus ensuring a successful work of the board and an
increase in the lssuer's value.

3.1. The board shall lrave the obligation to manage the business of the Issuer, which includes
also the responsibility forthe realization of the objectives and strategies determined by the
Issuer arrd the responsibility for the results achieved. The board shall be responsible for the
said to the council and the shareholders'rneeting. In fulfillment of its obligations, the board
shall adopt decisions guided by interests of all the shareholders and preverrting any
potential conflict of interests.

., Rrgu,s' hrgu huv0ttn'u " .litlloty,s I his' 1l'inci,ol a.

3.2. The powers of the board shall be stipulated in the Board Regulations or a similar document,
which is to be published on the website of the lssuer on the Internet. This docurnent must
be also available at the registered office of the lssuer.

'l'\rc uttthoritl, ,O the ll'[unu,gemenl lJrxu"cl of' ,,lligu Shipl;ard" is da./ined b), lof,,tto,,rt
rcgulution.

3.3. The board shall be responsible also forthe compliance with all the binding regulatory acts,
risk rnanagemeut, as well as the financial activity of the Issuer.

,, llrgus htgu ltilveluvu " .fbl lotts tlis' princiltle.
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3.4. The board shall perform certain tasks, including:

l) corporate strategies, work plan, risk control procedure, assessment and advancement of
annual budget and business plans, ensuring control on the fulfillment of plals and the
achievement of planned results ,

2) selection of senior managers of tlre Issuer, deterrlination of their remuneration and
control of their work and their replacernent, if necessary, in compliance with irrternal
procedures (e.g. personnel policy adopted by the Issuer, rernuneratiol policy etc.);

3) tirnely and qualitative submissiorr of reports, ensuring also that the internal audits are
carried out and the disclosure of infbrmation is controlled.

., llTgus hrgu ltilfil ut'u " fbl lrnr'.t' I lis pri nc,ipl e.

3'5. In annual repofts, the board shall confinn tlratthe internal risk procedures are efficient and
thatthe risk rnanagelnerrt and internal control have been carried out in compliance with tlre
said control procedures throughout the year.

., lltgus' hqu ltuv0tut,u " .litl lotr'.s' tlil,s' pri nt:rytl a.

3.6. lt shall be preferable that the board subrnits decisions that deterrnine the objectives and
strategies for achievement thereof (participation in other companies, acquisition or
alienation of property, opening of representation offices or branches, expansion of br-rsiness
etc) to the Issuer's courrcil fbr approval.

., /l(qrrs hryu lruv7lttt,u" litllu'r,,s' tltis ltrint:i1tlc.

4. Board composition and requirements for board members

A board composition approved by the Issuer shall be able to ensure sufficiently critical and
independent attitude in assessing and taking decisions.

4.1. ln composing the board, it shall tre observed that every board menrber has appropriate
education and work experience. The lssr-rer shall prepare a surnmary of tlre requirelllents to
be set for every board member, which specifies the skills, education, previous work
experience and other selection criteria for every board member.

,, lll,gu s h ryu l:t1t' 0 | ut, ct " .f b I I otu,s t I i s pr i n c i,p I e.

4.2. On the Issuer's website on the Internet, the following inforrnation on every Issuer's board
rnember shall be published: narne, iiurname, year of birth. education, office term, position,
description of the last three year's prof'essional experience, nurnber of the Issuer's or its
parent companies/subsidiaries shares owned by the member, inforrnation on positions irr
other capital cornpanies.

,.Rtgu,t hrgu huv7tuvrt" .fbllov,.s this pt'inci,ole.

4.3. In order to fulfill their obligatiotts successfully, board members must have access in due
tirne to accurate information on the activity of the Issuer. The board must be capable of
providing an objective evaluation on the activity of the Issuer. Board members rnust have
enough time for the performance of their duties.
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., llT gu s' kug u hil r, 0 t ut, u " .f it / I ov,',s I hi _t^ pr i n c ip I e.

4'4' It is not recommended to elect one and the same board member for more than four
successive terms. The Issuer has to evaluate whether its developrnent will be facilitated in
the result of that and whether it will be possible to avoid a sitLration *here greater power is
concentrated in hands of one or a number of separate persons due to their loirg-term work atthe Issuer' If, however, such election is admitted, it shall be recommended to consider to
change the field of work of the relevant Board member at the Issuer.

,, Rtgu.s ku.Qu buv2tuvu".fitllou,,s thi.s pt,inc.ilple .

Every troard member shall avoid any interest conflicts in his/her work and be maximally
independent from any external circumst:rnces and willing to assume responsibility for the
decisions taken and comply with the general ethical principles in adopiing any decisions
connected with the business of the Issuer.

5'l It shall be the obligation of every boilrd member to avoid any, even only supposed, interest
conflicts in his/her work. In taking decisiorrs, board members shall be guided by the interests of
the Issuer and not use the cooperation offe,rs proposed to the lssuer to obiain perstnal benefit.

,, ll tgus ktrgu hilv0trtt,u " 
./itl ktu,,s' I his ltrint:i,ola.

5.2 on tlre occurretrce of any interest conflict or even only on its possibility. a board rnember
shall notify other board members withor-rt delay. Board members slratr notity on any deal or
agreement the lssuer is planning to conclude with a person who has close ielationship or is
connected with the board rnember in question, as well as infonn on any interest conflicts occurred
during the validity period of concluded agreements.

For the purposes of these Recommendatiorrs the following shall be regarded as persons who have
close relationship with a board rnember: spouses, a relative, inclucling kinship of second degree or
brotlrer-in-law of first degree, or persons with whom the board member' has hacl a colnmon
household for at least one year. For the pLlrposes of these recornrnendations the following shall be
regarded as persons who are connected 'with a board rnember: legal persons where the board
member or a closely related to lrim/her person is a board or council r"r'b"r, perfornrs the tasks of
an auditor or holds another rnanaging office irr which he or she could determine or affect the
business strategy of the respective legal entity.

,.Iltgus kugu buv0tuv,u" lbllov,.s thi.s print,ip/e.

5'3 Board members should not participate in taking decisions thal coLrld callse an interest conflict.

,, RTgus ht$u hut'1ttn,ct" ./bllot+,s' this princ:iplc.

III. COUNCIL

In complia'ce with legal acts a council is the institution thal
interests of shareholders between meetings in cases stipulated
Issuer, supervises the work of the board.

supervises the Issuer and represents
in the law and in the statutes of the

vyork of
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The objective of the Issuer's council is to act in the interests of all the shareholders, ensuring
that the value of the Issuer grows. The Issuer shall clearly determine the obligations of the
council and the responsibility of the council members, as well as ensure that individual council
members or groups thereof do not have a dominating role in decision making.

6'l The functions of the council shall be set forth in the council regLrlation or a document equated
tllereto that regulates the work of the council, and it shall be published on the lssuer's website
on the Internet. This document shall be also available at the lssuer's office.

,, /l{qrr^r kugt but,e tuvu"./itlllt,r,s' thi,; print,iple.

6'2 The supervision carried oLrt by thr; courrcil over the work of the board shall include
supervisiotl over the achievement of the ob-iectives set by the lssuer, the corporate strategy
and risk management, the process of financial accounting, boarcl's proposals on lhe use of the
profit of the lssuer. and the business perfbrmance oitt.,e Issuer iir cornpliance with the
requirements of regulatory acts. The council should discuss every of the said matters and
express its opinion at least annually, complying with frequency of calling council rneetings as
laid down in regttlatory acts. and the results of discussions shall be reflected in the minutes of
the council's meetings.

..IlTgtls hrgu huv0tuvu" follov,s this pt.inctnlc.

6.3 l'he council and every its member shall be responsible that they have all the infonnatio.
reqLrired for therr to fulfill their duties, obtaining it from board menrbers arrd internal aLrditors
or, if necessary, fiom employees of the Issuer or external consultants. To ensure infornration
exchange, the council chairperson :;hall contact the Issuer's board, inter alia the board
chairperson, otr a regltlar basis and discuss all the rnost important issues corrnected with the
Issuer's business and development strategy, business activities, and risk rlanagemelt.

,, Ilrgrts kugr but,/tut,u " ./itlltnt,s thi,; print'iple.

6.4 When deterrnining the functions of the council, it shoLrld be stipulated that every council
member has the obligation to provide explanations in case the council rnernber is unable to
participate in council meetings. lt shall be recommended to disclose information on the
council mernbers who have not attended more than a half of the council meetinss within a
year of reporting, providing also the reasons for no'-attenclance.

,, llTy4us kugu ltfivctut,ct " /itl lot+'s tltis' /trinci,ryl e.

7. Council composition and requirements for council members

The council structure determined by the Issuer shall be transparent and understandable and
ensure sufficiently critical and independent attitude in evaluating and taking decisions.

7.1 The Issuer shall require every councill rnember as well as council member candidate who is
planned to be elected at a shareholders' rneeting that they submit to the Issuer the following
information: name, surname, year of birth, education, office term as a council member-,
description of the last three year's prrofessional experience, number of the Issuer's or its
parent companies/subsidiaries shares c,wned by the member, information on positions in other
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capital companies. The said information shall be published also on the lssuer's website on the
Internet, providing, in addition to the said information, also the terrn of office for which the
council member is elected, its position, including also additional positions and obligations, if
any.

',lligu Ship.vurcl" ensures t'rtmpliunce lo thi,; princ'iplc, ilfitrmutisn 6n ('auncil mt:nrhcrs
suhlccl to rJis't'losure i.r publishet{.

7.2 When deterrnining the requirements for council members as regards the number of additional
positions, attention shall be paid that a council rnember has enough tirne to perfbrrn his.r her
duties in order to fLrlfill their dLrties successfully and act in the irrterests of ihe lssuer to a full
extent.

,. llTgcts kugu but,7tcrvu " fitll ou,.: I hi,s princ.i Dle.

1.3 ln establishing tlte Isstter's cottncil, the qLralification of coulcil members s6oulcj be takerr into
account and assessed on a periodical basis. Tlre council shoLrld be composed of individuals
whose knowledge, opinions and exprerience is varied, which is required for tlre council to
fulfill their tasks successfully.

,.llTgus kugu hilt,1tuvu" fbllou,,s thi,s princ,iplc.

7.4 Every council member in his or her rvork shall be as possibly independent from any external
circutnstances and have the will to asisume responsibility forthe decisions taken arrd comply
with the general ethical principles u,hen taking decisions in relatiorr to the business of the
Issuer.

,. R{qrl,r kugt but;7tuvu " .foll ou,.\' I hi.\ print.lplt:.

7.5 It is impossible to cornpile a list of all the circumstances that rnight threaten the independence
of cor-rncil mernbers or that could be used in assessing the conformity of a certain person to
the status of arr independent coLrncil rnember. Therefbre, the lssuer, when assessing the
independence of council rnembers, shall be gLrided by the independence crileria of council
mernbers specified in the Annex hereto.

,, Ilrgu,t' kugu ltuvetuvu " /itl l<nt,s this print,iple.

7.6 lt shall be recommended that at least a half of council members are independent according to
the independence criteria specified in the Annex hereto. lf the nurnber of council members
is an odd number, the numberof inclependentcouncil rnembers may be one person lessthan
the nurnber of the council members who do not confonn to the independence criteria
specified in the Annex hereto.

,, llTgus' kugu ltuvclttt,ct " .fitl lrttt's this' pri nciplc.

1.7 As independent shall be considerecl persons that conform to the independence criteria
specified in the Annex hereto. If in council rnember does not corrform to any of to the
independence criteria specified in ttre Annex hereto but the Issuer does consider the council
member in question to be independent, then it shall provide an explanation of its opinion in
detail on the tolerances perrnitted.

'iLi
*k'
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.,llTgus' ktqu hilr'7tut,ct" .lb|kttus ||ils print:ip|e.

7'8 The conformity of a person to the independence criteria specified in the Annex hereto shall be
evaluated already when the council member candidate in question has been nominated for
election to the council. The Issuer shall specify in the Report who of the council members
are to be considered as independenr every year.

,,llrgus' hryu hilt'etut,u" /itllot+',s' Ihis print:iole.

tion of in

Every council member shall avoitl :rny interest conflicts in his/her work and be
maximally independent from any external circumstances. Council members shall complywith the general ethical principles in adopting any decisions connected with the
business of the Issuer and assume responsibility for the decisions taken.

8'l It shall be the obligation of every council member to avoid any, even only
supposed, interest conflicts in his/her work. When taking decisions, board members
shall be guided by the interests of the Issuer and not use the cooperation off-ers
proposed to the Issuer to obtain personal beneflt.

.,llrgu,s ktrgu huv7tut'rt" lbllou's this. princiola.

8.2 On the occurrence of any interest conflict or even only on its possibility, a council
member shall notify other council members without delay. Council mernbers shall
notify on any deal or agreement the Issuer is planning to conclude with a person
who has close relationship or is connected with the council member in question, as
well as inform on any interest conflicts occumed during the validity period of
concluded agreements.

Forthe purposes of these recommendations the following shall be regarded as persons who
have close relationship with a council member: spolrses. a relative, including kinship of
second degree or brother-in-law of lirst degree, or persons with whom tlre council member
has had a comll.ton hoLrsehold fbr at least one year. F'or tlre pllrposes of these
recomrnendations the following shall be regarded as persons who are connected with a
council member: legal persons wherre the council rnember or a closely related to hirn/her
person is a board or council rnernber, performs the tasks of an audiior or holds another
rnanaging office in which he or she could determine or affect the business stratesv of the
respective legal entity.

,, 1l{qc,r kLrgu but:0tuvu " 
.fitI Iou,.; I hi,s print,ip|e.

8.3 A council member who is in a possible interest conflict shoLrlcl not participate in taking
decisions that might be a cause of anr interest conflict.

,, /l{q(,s kugtr bilt,etavu" .fitllotvs thi,s principle.



IV. DISCLOSURE OF INFORMATION

Good practice of corporate governance for an Issuer whose shares are included in the marketregulated by the stock Exchange means that the infonnation disclosed by the Issuer has to provide aview on the economic activity of the Issuer and its financial resLrlts. This facilitates a justifieddetermination of the price of financial instruments in public circulation as well as the trust in financeand capital markets' Disclosure of inforrnation is closely connected with investor relations(hereinafter - the IR), which can be defined as the process oi deueloping Issuer,s relatiorrs with itspotential and existing investors and other parties interested in the business ofthe Issuer.

9. TransDarencv ofthe Issuer's business

The information disclosed by the Issuers shall be provided in due time and allowing theshareholders to assess the management of the Issuer, to get an idea on the business of thecompany and its financial results, as well as to take groundJrl decisions in relation to the sharesowned by them.

9'I The structltre of corporate govenrance shall be established in a rnanner that ensures provisionof timely and exhaustive infbrmation on all the substantial rnatters that concenr the lssuer,
including its financial situatiorr, business results, and the structure of owners.

,. 1l{qc.r ku gt r h fit,O t u,-u " .fit l l otr s t h i,; pr i nt. i p le.

9'2 ]'he infbrmation disclosed shall be checked, precise, unambiguous and prepared irr compliance
with h igh-q ual iry standards.

,, Iltgtts kugu buv7tut'u" .fitllou,.y thi.; pr.irrci,qle .
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9.3 The lssuers should appoint a person wlto would be entitled to contact the
rnedia on behalf on the Issuer, thus ensuring uniforrn distribution
evading pLrblication of contradictor.y and untrr.rthful infonnation. and
corrtacted, if necessary, by the Stock Exclrange and investors.

IlTgcts kugu buv7tuvtt" .fbllott,s thi.s principlc.

press and other mass
of inlbrmation and

this person could be

9'4 The Issuers should 
_ensure tirnely and cornpliant with the existing requirements preparation

and disclosure of financial reports and annual repofts of the lssuer. The procedure for the
preparatiott of reports should be stipulated in the internal procedures of the Issuer.

Rrgu,s hrgu huvOlut'rt" .follrn,s this JtrinciLtlt:.

10. Investor relations

Considering that financial instruments of the Issuers are offered on a regulated market, also
such activity sphere of the Issuers as investor relations (hereinafter - the lR) and the
development and maintaining thereof is equally important, paying special attention to that all
the investors have access to equal, timery and sufficient information.

l0.lThe main objectives of the IR are the provision of accurate and timely information on the
business of the Issuerto participants of finance market, as wellas the provision of a feedback,
i.e. receiving references from the existing and potential investors and other persons. In the

,, /.!*
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realizatiott of the IR process, it shall be born in mind that the target group consists not only ofinstitutional investors and finance market analysts. A greater emphasis should be put o'individual investors, and more irnpoftance should be attached to inforrning other interested
parties: employees, creditors and busirness paftners.

,,llTgus ktryu bnvetuvu" /olktt+'s Ihi.t- Drint:iule.

l0'2 The Issuer shall provide all investors with equal and easily accessible important infbrrnatio'
related to tlre lssuer's business, irrcluding financial position, o*n"rrhip structure and
management. The lssuer shall presenl. the information in a clear and urrderstandable manrer,
disclosing both positive and negative facts, thus providing the investors with a complete and
comprehensive inforrnatiolr on the Issuer, allowing the investor to assess all inlbrmation
available before the decision making.

,,RTgu,s kugu huv7tut'tr" lol/on,,s thi,s princiDlc.

10.3 A nurnber of channels shall be used f,cr the infbnnation flow in the IR. T-he lR strategy of the
lssuer shall be created Lrsing both the possibilities provided by techrrologies (webiitey anO
relatiotrs witlr rnass media and the ties with the parlicipants of finance market. Consideririg the
developrnent stage of modern teclrnologies and the accessibility thereol, the Interrret is used in
the IR of every modern company. Thns type of rnedia has become one of the rnost irnportant
means of comrnunications for the majority of investors.

,, llrgrr.r kugtr but,Etut,u " .fitllotl's thi,y pritrc.iplc.

10.4 The basic principles that should be observed by the Issuers i1 preparing the lR sectio' of their
rvebsites:

l) The IR section of website slrall be perceived not only as a store of irrtbrmation or f'acts
but also as olle of the prirnary mealrs of cornmunication by means of which it is possible
to inform the existing and potentieLl shareholders;

2) all tlre visitors of the IR section of website shall have the possibility to obtain
conveniently all the infonnation published there. Information on websites shall be
prrblished in all the fbreign Iarrguages in which the Issuer norrnally distributes
information so tlrat in no way would foreign investors be discrirninated, however, it shall
be taken into account that inforrnation rnust be disclosed at Ieast in Latvian and English;

4) It shall be recomtnended to consider a solution that would allow the existing and potential
investors to maintain ties with the Issuer by Lrsing the IR section of website - submit
questions and receive answers thereto, order the most recent information, express their
opirriorrs elc.:

5) the information published on websites shall be updated on a regular basis, and the news
in relation to the Issuer and its business shall be published in due tirne. lt shall not be
adrnissible that outdated information that could rnislead investors is fourrd on websites;

6) after the website is created the creators themselves should assess the IR section of the
website frorn the point of view o,f users - whether the information of interest can be
found easily, whetlrer the information published provides answers to the most important
questions e1c.

,, RTgas' htgu lsilvetavu" ./it/lov.'s this principle.
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\llla"iil!?,r
l0'5 The Issuer shall ensure that at least the following information is contained in the IR section of

\vCDSIIC:

l) general information on the Issuer - history of its establishment ancl business, registratio.
data, description of industry, main types oibusiness;

2) lssuer's Report ("contply or explain';) on the cornpliance with the principles of corporate
governance;

3) Number of issued and paid financial instruments, specifying how many of them areincluded in a regulated rnarket;
information orr shareholders' meetings, draft decisions to be examined, decisions adopted
- at least for the last year ofreport ;
lssuer's statutes:
Issuer's board or council regulation or a document equated thereto that regulates its work,
as well as the Issuer's rernuneration policy (or a refeience where it is mad! available) and
the shareholders' meetirrg procedure regulatior, if such has been aclopted;
lnformation on the performance .f tlre Issuer's Audit committee;
information on present Issuer's c:ouncil and boarcl rnernbers (on each individually): work
experience, educatiott, number of the Issuer's shares o*n"d by the member 1a, at tlr"
beginning of year; the inforrnatiorr shall be updated as required but at least annually),
information on positions in other capital companies, and the term of'of1lce of board a'd
council rrrembers;

l0) lssuer's shareholders which/who own at least 50lo of the lssuer's shares; ancl intbrmation
on changes of shareholders;

ll) Financial reports and antrual reports of tlre Issuer prepared in compliarrce with the
procedure specified in legal acts and the Stock Exchange regulations;

l2) Any otlrer infbrmation to be disclosed by the Issuer, e.g. information on any substantial
events, Issuer's press releases, archived inlbrmation on lssuer's financial and annual
reports on previor-rs periods etc.

., Rrgu,s hrgu ht1v0| t.rt'rt " lbI knl,t Ihi,s' principIa.

V.INTERNAL CONTROL AND RISK MANAGEMENT

The purpose of internal control and risk managernent is to ensure eflicient ald successlirl work of the
lssuer, the trLrthfulness of the inforrnation disclosed and conformity thereof to the relevant regulatory
acts and business principles. Internal control helps the board to identify the shortcornings and risks in
the rnanagetnent of the Issuer as well as facilitates tlrat the council's task - to supervise the work of the
board - is fulfilled efficierrtlv.

ll. Principles ofthe Issuer's internal and external control

To ensure successful work of the Issuer, it shall be necessary to plan regular its controls and to
determine the procedure of internal and externar (audit) control.

ll.l To ensure successful operation, the Issuer slrall control its work on a regular basis and defi'e
the procedure of interrral control.

,, Rrgus kugu bn,0tat,cr"./b/ktt,s, tltis princiTtle .

I I '2 The objective of risk management is to ensure that the risks connected with the commercial
activity of the Issuer are identified and supervised. To ensure an efficient risk rnanagemelt, it
shall be necessary to define the basic principles of risk management. It is recommended to

4)

5\
/)

8)
e)
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characterize the most essential potential and existing risks in relation
lssuer.

.,Riga '\hipytnzl" enfiil'as t'ompliunce to ftis princ'iple. In tlrc (,otlrpun.t;
procedure Jir Risk lvlunuge.ment. most in,tportunt yttentiol oul t,urrenl
und u prot'eclure .fitr' supert,ising und pret,enling strt:h risks hcrs heen
conlrttl procadw'e,r are suhiac.l lo regulur reviev, lry The Bourcl.

i3lf1
*k'

to the business of the

there i.s estublislrcd
ri,r k: ure i tlanti/i c cl,

developetl. Tlrc risk

| 1.3 Auditors shall be granted access to the information required for the f'ulfillment of the
auditor's tasks and the possibility to attend council and board meetings at which financial
arrd other matters are dealt with.

llTgu,; htgu bfiv1lut'tt" lblltny,s this principla.

ll.4 Auditors slrall be independent in their work and their task shall be to provide the lssuer
with independent and ob.iective auditing and consultation services in order to facilitate the
efficierrcy of the Issuer's business and to provide support in achieving the objectives set for
the Issuer's managernent by offering a systernatic approach fbr the assessment and
improvement of risk management and control processes.

,.llTgtrs kugu huv7tuvu" lbllou,,s thi.s yn'inc.iplc.

I 1.5 It shall be recomtrended to carry out an independent internal control at least annually in
order to assess the work of the Issuer, irrclLrding its conformity to the procedures approved
by the lssuer.

., Rrgtts hryu hilv1t ttt'tt " jbllrny,s I lis principlu.

ll.6 When approving an auditor, it is recommended that the terrn of offlce of one auditor is not
the sarne as the term of office of the board.

,, Rigcs kugu buve tuvct" ./i;llotl,.s' this pritu'iplc.

12. Audit Committee

The Audit Committee shall be established by a resolution of the Issuer's shareholders'
meeting, and its operations and scope of responsibilities shall be set as guided by the
legislation.
l2.l The functions and responsibility of the Audit Committee should be specified in the
regulation of the committee or a comparable document.
.,RTgu,s hrgu huv0lctt,rt" jollou,,r Ihis principle..

12.2To assure an efficient functioning of tltre Audit Committee, it is recommended that at
least three of its members have adequate knowledge in accounting and financial reporting,
because issues related to the Issuer's financial reports and control are in the focus of the
Audit Committee's operations.
,. ft rgc,r k ugu h ilv 0 t u v* u " .fit I 1 ov,s I h i,s pri nc i y.t I e.

12.3 All Audit Committee members shall have access to the information about the
accounting principles practiced by the Issuer. Board shall advise the audit Committee as to

Lo
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the approaches to significant and unusual ttransactions, where alternative evaluations are
possible, and shall ensure that the Audit Committee has access to all information that has
been specified in the legislation.
..RTgtr,t hryu buv1|ut,tt" lltlIrn;,s Ihis rtrincitt!e.

12.4 The Issuer shall ensure that its officials, board members and staff release tne
information to the Audit Committee that ir; necessary for its operations. The Audit
Committee should also be entitled to carry out an independent investigation in order to
identify, within its scope, any violations inLthe Issuer' activities.
,, 1?igcs kugr r b fiv e t avu " 

.fit l l ot,t,s t h i,; pri nc. i p lc.

12.5 Within its scope, the Audit Committee shall adopt resolutions, and is accountable to the
shareholders' meeting for its operations.
,.llTgu,s kugu huv1tuvu" lbllou'.s thi.s 7n.inc,i,n/c.

VI. REMUNERATION POLICY

13. General Drinciples. tvpes and criteria for setting remuneration

The policy of the remuneration of board and council members - type, structure and amount of
remuneration - is one of the spheres where persons involved has a potentialty greater risk to
Iind themselves in an interest conflict situation. To avoid it, the Issuer shall develop a clear
remuneration policy, specifying general principles, types and criteria for the remuneration to
be awarded to the board or council member.s.

l3.l'Ihe Issuers are called on to develop a remuneratiorr policy in which the main principles for
setting the remuneration, possible rernuneration schemes arrd other essential related issues are
determined. While preparing the rernuneratiorr policy Issuer should ensure that the
relnuneratiotl of tnanagement and supervisory board mernbers is proportionate to the
remuneration of the Issuer's executive and rnanaging directors and other employecs.

,,lligu '\ltiPyo7'd" ensures'cornpliunt'e lo tli,s'Ttrinciplc bl,dcliningwuga,r in comltlirtttt,c trt tlrc
lubour markel rcclttiretnaul,t crru{ ('ontntcrciul I.uyr ol the Republig ri'l,utt'irt.

13.2 Without lirniting the role and operations of the lssuer's rnanagement bodies responsible for
setting remuneration to the board anrl council members, the drafting of the remuneration
policy should be made a responsibility of the Issuer's board, whiclr during the preparation of a
draft policy should consult with the lssuer's council. In order to avoid conflicts of interest and
to rnonitor the rnanagement board remuneration policy, the Issuer should appoint a responsible
person lraving sLrfficient experience and knou,ledge in the field of remuneration for
developrnent of the remurreration polic.y.

,, Rrgus' kugu huv7trn,u" ./bllin+,.s' this yincipIc.

13.3 Should the remuneration policy contain a remuneration structure with a variable part in the
forrn of the Issuer's shares or share options or auy other pavments, including premiums, it
should be linked to previot-tsly defined shoft-term and long-term goals and performance
criteria. If remuneration depends on fulfillment of short-tenn goals only, it is not likely to
encourage an interest in the company's growth and improved performance in the long-term.

L7
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The scope and structure of the remuneration should depend on the business performance of
the company, share price and other Issuer's events.

,, R{qc,r kugtt bilv7tcn,u" ./itlltnt,s thi,; print'iplc.

13.4 While setting the variable part of remuneration, Issuer should set limits on the variable
component(s). The non-variable part of remuneration should be sufficient to allow tlre lssuer
to withhold variable part of remuneration when necessary.

,.Iltgus kugu buv?tuvu" .fol/ovt,,; thi,; pr.inciple.

13.5 Where a variable parl of remuneration provides lssuer's shares, share options or any other
acquisition rights thereol, it should ber desirable to prescribe a minimurn norr-used period of
tirne.

.,Rtgtr,s kugu buv1tuvtt" lollov,,; Ihi^; principle.

13.6 Remuneratiolrpolicyshouldincludeprovisionsthatpennitthelssuertoreclairnvariableparl
of remuneration that were awarded c,n the basis of data which subsequently proved to be
manifestly misstated. Such provision should be included in contracts concluded between the
respective executives and the Issuer.

..Rtgu,s kttgu buv1tut'tt" .lblloyt,,; thi.s principlc.

13.7 RemLrneration schernes that include Issuer's shares as rernuneration may theoretically cause
loss to tlre Issuer's existing shareholders because the share price rnight drop dLre lo a new issue
of shares. Therefore, prior to the prepanation and approval o1'this type of rernuneration, it shall
be reqLrired to assess the possible benelits or losses.

..Rtgu,s kugu btlv|tuvtt" .lbllou,,s thi.s principle.

13.8 When preparing the rernuneration policy where a variable paft is in the forrn ofthe Issuer's
shares or share options, the Issuer shall be obliged to disclose inforrnation on how the lssuer
plans to etlsllre the amount of shares to be granted in compliance with the approved
relnuneration schemes- whether it is planned to obtain them by buying on a regulated market
or by issuing new slrares.

,, lligc.r' k ugu h uv a t ct vu " .f it I I ott,.s t h i,; pr i nc i p I c.

13.9 While drafting the remuneration policy and envisaging awardirrg options entitling to the
Issuer's shares, the Stock Exchange rrules regarding distribution of share options should be
taken into accollnt.

,.Rlgtt.s kugu buvetut'u" jbllotr,s tltis 1l'inciple.

13.10 While setting remuneration principles with regard to b<lard and council members, they
should irrclude general approach as to cornpensations, if any, in cases when contracts with
the said officials are terminated (tennination payments). Termination payments should not
be paid if the terrnination is due to inadeqr-rate performance.

,.Rigu,s kugu brlv7tut'tt" .lbllou,,; thi.s principlc.
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l3.ll It is recornmended to set an adequate maximum amount of the terrnination payments
which should not be higher than two years of the non-variable part of remuneration.

,,lltgus hryu hilt'7ttn,ct" lbllotuy tlis principlc.

l{. Remuneration Report

A clear and complete report on the remunr:ration policy with regard to the management body
members of the Issuer should be made available to the shareholders. Public tlisclosure of the
said information would allow the existing and potential shareholders to carry out a
comprehensive evaluation of the Issuer's a;rproach the remuneration issuesl consequently, the
Issuer's responsible body shatl draft and made public the Remuneration Report.

14.l 'l'he lssuer is obliged to nrake public the Rernuneration Report - a complete report on the
remuneration policy applied to the members o1'the lssuer's managelnent boclies. Remuneration Report
rnay be a separate docurrent, or ntay integrated in a special chapter of the Report prepared by the
lssuer as recomlnended by ltern 9 of the lntroduction of the present Recommendations. The
Remuneration Report should be posted on the lssuers website.

14.2 Rernuneration Report should contain at leirst the fbllowing infbrrnatiorr:

l) Inforrnation as to the application of the remuneration policy to board an6 council mernbers in the
previotts financial year, specilying the rnaterial changes to the lssuer's rernuneration policy compared
to the previous reporting period;

2) The proporlion between the fixed and variable part of the remuneration fbr the respective category
of officials , inclLrding infonnation with regard to vesting periods of variable part of rernuneratiorr;

3) Sufficient infonnation as to linking the, remuneration witlr perfbnnance. To corrsider the
inforrnatiott "'0"'.""t':L";:ffi 

H'n:roice of performance crireria contributes ro rrre rons
term interest ofthe lssuer;

An explanation of the rnethods applied in order to <Jetermine whether
perlbrrnance criteria have been fLrlfilled;

4) Infonnation about the lssuer's policy with regard to the contracts with the rnenrbers of the Issuer's
mallagelnellt bodies, the ternts and conditions of the contracts (duration. notice cJeadlines aboLrt
termination, inclLrding payments due in case of termirration);

5) Inforrnation about the incentive schemes ancl the specifications and reasons for awarding any other
benefits;

6) A description of any pension or early retirenlent schernes,

7) An overview of the remuneration paid to or any
board or council member in the reporting period
Iterns 14.5,14.5 and 14.1 below.

14.3 To avoid overlapping of information, the Issuer, wliile preparing its Remuneration Repoft, may
ornit the inforrnation required in Items 14.2 l) to 7) above, provided it is a part of the Issuer's
Remuneration Policy docurnent. In such case, Remuneration Report should have a reference to the
Remuneration Policy, together witlr an indication where it is made available.

14.4 lf the Issuer believes that, as a result of following the provisions of ltem 14.2 of these
Recommendations sensitive business information might become public to the detrirnent of the Issuer's
strategic position, the Issuer may not disclose such information and give the reasons.

benefits received by each individual that has beerr

- disclosing at least the information required in

*
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member should be disclosed:

l) Total amount paid or outstanding (salary) for the year;

2) Remuneration and other benefits received from any company associated with the lssuer. For the
understanding of this ltem, "associated undertaking" is a company according to the definition in
Paragraph I of the Law on the Financial Instruments Market;

3) Rernuneration paid as profit distribution or honus, and the reasons for awarding such remuneration;

4) Cornpensation for fulfilhnent of duties in acldition to the regular job responsibilities;

5) Comperrsations and any other payments received by or to be received by board or council mernber
who has left the position during the accountin5l period;

6) Total value of any other benetlts apart fiorn those listed under ltems l) to 5) received as
rerrruneration.

14.6 The following inforrnation shor-rld be disclosed with regard to the shares and/or share optiorrs or
any other incentive schemes resulting in ownership of the Issuer's shares:

l) the nurnber and holding conditions of shares or share options errtitling to the Issuer's shares
granted over the reportirrg period to the mernbers of lssuer's maltagelnent bodies;

2) The number of options exercised during the reporling period, entitlirrg to the Issuer's shares,
specifying the price and the nurnber of shares obtained, or the unit valLre held by the rnember of the
lssuer's managemeltt board in a share-related incentive sclreme as at the end of the reporlirrg year;

3) The trulnber of non-exercised options entitling to the Issuer's shares as at the end of the reporling
year, the share price in the contract, expiry date and the key rules for exercising the option;

4) Inforrnation changes, if any, introduced during the reporting period with regard to the provisions of
the contracts on options entitling to the lssuer'r; shares (such as changes in the option exercising nrles,
change of expiry date etc.).

14.7 The following infonnatiott should be disclosed with regard to savings or contributions to pension
schemes of private pension funds:

l) the anrount of corrtributiorts made by the lssuer, to the berrefit of individLrals. to a pension scheme
or schemes, and the rules for disbursemerrt of the pension capital;

2) the parlicipation rules, inclLrding terminati,ut of parlicipation, to the respective pension scheme,
applicable the concrete individual.

14.8 Renruneratiorr schemes involving awarding with the lssuer's shares, slrare options or any other
tools resulting irr ownership of the Issuer's shares shall be approved by the annual general meetirrg of
shareholders. Shareholders' meeting, while resolving on approval of'the rernuneration scheme, need
not resolve on its applicatiorr to concrete individuals.

,,lltgtt,s kugtr buv7tLtv*u" hus rtol imple.ntenlt,d lhi,s print'i1tle bacmt,ya il t'tut.siticr,s thi,s
infirnrulirtn tts informuliott of rcslrir:ted uc(c.r,\ tmd cttntuiuittg tonntterciul .rc.(.ret.
lnlormution ort lhc loful untounl of v;uges lxid rnft lo SupervisorS' unt{ l,lunugemcnl Btxtrd
nrernbcr,s in 201) is uvuilaltle irt llte ctudite.cl c'r,tn,solicluted Annuul lleprtrt.
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ANNEX

INDEPENDENCE CRITERIA OF COUNCIL MEMBERS

As independent shall be regarded a council member of the Issuer who:

j:$k*

*P'

l) has not been a board or council mernber of the lssuer, its associated company or a
shareholder that controls the Issrrer in the previous three years and does not hold the
said office also withirr the tirne period when holding the office of a council mernber. A
company associated with the lssuer shall mean a company which is included i1 the
consolidated financial report of tlhe Issuer orthe consolidated report of wlrich the Issuer
is included in;

2) is not the Issuer's, its associated rcompony's or a shareholder's which controls the lssuer
ernployee, except in cases when the council mernber candidate in question has been
appointed for election to tlte council as a representative of the Issuer's ernployees;

3) in addition to the retnutreration lrre or she receives as a council rnentber, he or she does
not receive or has not received atty substantial additional rernuneration from the lssuer.
its associated cornpany or a shareholder that controls the Issuer;

4) neither directly or indirectly represents the shareholders that control the Issuer;

5) neither as of the approval nor wil.hin the last year prior to approval as a council mernber
neither directly nor directly has tleen in substantial br-rsiness relations with the lssuer, its
associated company or a shareholder that controls the lssuer neither directly nor as a

paftner, shareholder or a senior rnanager;

6) within tlre last three years has not been an internal controller, auditor or employee at a

company which is the external auditor of the lssuer, its associated cornpany or a

shareholder that controls the lssuer;

l) is not a board mernber or another rnanaging ernploy'ee at a conrpany at which the
Issuer's board rnember perforrns the functions of a courrcil mernber arrd if he or she lras

not any other essential relations with the lssuer's board mernbers by participating in
other companies or organizational r-rnits (mutually connected control relations);

8) has not been the Issuer's cor.rncil member for more then I 0 (ten) sLrccessive years;

9) is ttot a farnily nrernber (for the p,urposes of this clause a farnily lnember is a spouse , a
parent, or a child) of a board rlernber or a person to whom the criteria specified in sub-
clauses ( l) to (8) of this Annex apply.
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