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AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for
the vear ended on the 31" December 2012

APPROVED
by the General Shareholder's Meeting on I8 April, 2013

Declaration of the Responsible Persons

In accordance with the provisions of Article 21 of the Law on the Securities Market of the
Republic of Lithuania and the regulations for provision and preparation of periodical and
additional information, confirmed by the Securities Commission of the Republic of
Lithuania, we, the Director General of Juozas Daunys and Senior Accountant Renata
Balifinaite of AB Vilniaus degtiné, declare that to our knowledge, the audited Annual
Financial Statements of AB Vilniaus degtiné for the year ended on the 31st December, 2012,
have been prepared in accordance with International Financial Reporting Standards (IFRS),
as adopted by the European Union, are realistic and properly show the assets, liabilities,
financial state, cash flows, profit or loss of AB Vilniaus degtiné, and Annual Statement of
AB Vilniaus degtiné for the year ended on the 3 1st December, 2012 provides a clear review
of business development and operation, condition of the company, together with the

description of major risks and uncertainties which the company faces.

AB Vilniaus degtiné AB Vilniaus degtiné
Director General Senior Accountant
Juozas Daunys Renata Baliifiaite
Vilnius,

15 March 2013



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for
the vear ended on the 31™ December 2012

APPROVED
by the General Shareholder's Meeting on 18 April, 2013

Board Declaration of the Annual Financial Statements

The Board has approved the Annual Financial Statements, the Annual Report of AB Vilniaus
degtiné for the year ended on 31 December 2012.

Financial Statements have been prepared in accordance with International Financial
Reporting Standards (IFRS), as adopted by the European Union. The Board believes that the
accounting principles applied are appropriate, the Financial Statements in all relevant aspects

reveal true and realistic condition of AB Vilniaus degtiné.

We recommend that the Financial Statements and Annual Report were approved by the

General Shareholders” Meeting.

AB Vilniaus degtiné AB Vilniaus degtiné
Chairman of the Board Board Member

Darius Zaromskis -— Juozas Dau
v I M%’

AB Vilniaus degtiné AB Vilniaus degtiné

Board Member Board Member

Dalius Rutkaus Genadij Jurgglevic

Vilnius,
27 March 2013
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INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF AB VILNIAUS DEGTINE
Report on the financial statements

We have audited the accompanying financial statements of AB Vilniaus degtiné, which comprise the statement of financial
position as at December 31, 2012, and the statement of comprehensive income, statement of changes in equity, statement of
cash flows for the year then ended, and a summary of significant accounting policies and other explanatory information
(hereinafter — the financial statements).

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the legal
acts of the Republic of Lithuania regulating the financial accounting and preparation of the financial statements, and with
International Financial Reporting Standards as adopted by the European Union and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing, Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatemnent.

An audit involves performing procedures to obtain auwdit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion the financial statements present fairly, in all material respects, the financial position of AB Vilniaus degtiné as
at December 31, 2012, and its financial performance and its cash flows for the year then ended in accordance with the legal
acts of the Republic of Lithuania regulating the financial accounting and preparation of the financial statements, and with
International Financial Reporting Standards as adopted by the European Union.

Report on Other Legal and Regulatory Requirements

We have read the accompanying annual report of AB Vilniaus degtiné for the year 2012 and have not identified any material
inconsistencies between the financial information included and the audited financial statements,

Director auditor
Genadij Makusev
Auditor’s certification No. 000162

27 March, 2013
40B A. Go§tautas str., Vilnius

UAB Grant Thornton Rimess
Audit company’s certification No. 001410

UAB Grant Thomton Rimess| Kodas 300056169 | PYM Kodas LT100001220914 | LR Juridiniy asmeny registras, Vilniaus filialas | www.grantihomton. it
Vilnius | A. Go3laulo g. 40B | LT-01112 Vilnlus | Lietuva | T +370 52 127 856 | F +370 52 685 831 | E info @Jt.gt.com

Kaunas | Savanoriy pr. 363-307 | LT-49425 Kaunas | Lietuva |[T+370 37 422 500 | F +370 37 406 665 | E kaunas @lt.gt.com

Klaipéda | Talkos pr. 52¢ / Agluonos g. 1-1403 [ LT-91184 Klaipéda | Lietuva | T +370 46 411 248 | F +370 46 313 698 | E klapeda @ 1.qt.com

Srant Thornlen Inlernatonal Ltd narys



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for

the year ended on the 31" December 201 2

APPROVED

by the General Shareholder's Meeting on 18 April, 2013

Statement on Financial Position

As on the 31" of December
in LTL

ASSETS
Non-current assets
Tangible assets
Intangible assets
Financial assets

Total non-current assets

Current assets

Inventories

Prepayments and future expenses
Trade receivables

Other receivables

Cash and cash equivalents

Total current assets

TOTAL ASSETS

Notes

15
14
16

17
18
19
20,13
21

31.12.2012 31.12.2011
33,009,853 32,034,720
11,056 458 12,004,710

4,182,729 3,919,097
48,249,040 47,958,527
9,537,895 9,072,892
251,495 285,646
28,351,868 25,664,040
126,567 516,307
13,140 46,600
38,277,965 35,585,485
86,527,005 83,544,012

Notes on pages 12-43 are an integral part of these financial statements.

Director General
Juozas Daunvs

Vilnius,
15 March 2013

Senior Accountant
Renata Balifipaiteé



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for
the year ended on the 31™ December 2012

APPROVED
by the General Shareholder's Meeting on 18 April, 2013

Statement on Financial Position (cont‘d)
As on the 31" of December

InLTL Notes 31.12.2012 31.12.2011
EQUITY AND LIABILITIES

Capital and reserves

Share capital 22 24,408,431 24,408,431
Legal reserve 22 2,440,843 2,440,843
Retained earnings (loss) 9,473,464 9,097,191
Total equity 36,322,738 35,946,465
Non-current liabilities

Interest bearing loans and borrowings 24 5,054,678 6,084,315
Govermmental grants 25 9,657,138 8,175,209
Trade payables 137,573 187,600
Deferred tax liability 12 724,547 605,508
Total non-current liabilities 15,573,936 15,052,632
Current liabilities

Interest bearing loans and borrowings 24 13,917,230 13,570,853
Trade payables 6,100,882 6,599,187
Other payables 26 14,612,219 12,374,875
Total current liabilities 34,630,331 32,544,915
Total liabilities 50,204,267 47,597,547
TOTAL EQUITY AND LIABILITIES 86,527,005 83,544,012

Notes on pages 12-43 are an integral part of these financial statements.

Director General Senior Accountant
Juozas Daunys Renata Balitingi
Vilnius,

15 March 2013



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for

the year ended on the 31" December 2012

APPROVED

by the General Shareholder's Meeting on 18 April, 2013

Comprehensive Income Statement

As on the 31" of December

In LTL

Sales revenue
Cost of sales

Gross profit

Other income

Sales and distribution expenses
Administrative expenses

Other expenses

Result from operating activities
Financial income
Financial expenses

Profit (loss) before tax
Corporate income tax

Profit (loss) for the period

Basic and diluted earnings (loss) per share
Other general income (expenditure)

Total general income (expenditure), less taxes

Notes

Sh o~ SN L

23

Jan-Dec 2013 Jan-Dec 2012
55,943,614 41,062,173
(40,005,410) (26,714,463)
15,938,204 14,347,710
804,753 320,157
(6,212,620) (5,264,998)
(9,.569,712) (12,073,437
(38,673) (72,432)
921,952 (2,743,000)
201,692 273,366
(718,332) (724,490)
495,312 (3,194,124)
(119,039 298,769
376,273 (2,895,355)
0.02 (0.12)

0 0

376,273 {2,895,355)

Notes on pages 12-43 are an integral part of these financial statements.

Director General
Juozas Daunys

Vilnius,
15 March 2013

Senior Accountant

Renata Ba
/ ,

/



0l

punijeg eleusy

HOoDY 101UDG

€102 Y2IBI §1
SN

sAune(] sezonf
0) 10319311

“SJUILLIRIE)S [RIOURUL 959Y) Jo Med [eidajul ue a1k Cp-7[ soFed uo sajoN

8L TIE9E PIHELP'S 0 £F8°0FF'T I€FR0F'+T

€LT'GLE ELTOLE

SOP°OPG SE 161°L60'6 0 PR MPP'T 1EF'80P*PL

T Ty 161°L60% 0 EP8OPE'T I€P 80V PT

(8€9 +6) (8€9 +5)

(LIL'OPST) (L1L'0¥8'T)

078°I$8'8E OPS'TEE'IL 0 P8 OPH'T ISF'8OF'FT

(Lzsgin) (LZE'811)

LPE'096°8E ELOIITZT O EP8OPPT ISP 80P'FT
.D_:Uv s3unues S2AJD53l SAIRSal _m:n_mu

,SIap|olateys N 3 :
2oL paurelay 1_YIO |e8a] Ieysg

EI0Z 'p-dy 81 1o Buyaapy s, 18p1oya4nys 1043ua5) ayl 4

JIAOUd LV

ZIUT 429223 [ § ) uo papus 4vaf sy
AOf JUAWBIDIS 1DNULY PUD SIUBWAIDIS [FIDUDUL] [DRUKY

ANILDIA SAVINTIA §V

§3J0N

T10Z 49qWIad3( [§ U0 SB $IAI3S3L pue {epde))

7107 JO Jaquiasag-AIenuef 10§ (850)) joig

7107 Adenuep | uo se s3A19s531 puk [e)de))

F10Z 19quada(] [ € U0 SB $aA13534 pue [ende))

(pate|noje-51) XB) pauiajag

110Z Jo Jaquiada(I-Alenuer 10j {(Ss0[} 11J01d
1107 AJBNUEL | UO S€ 59412531 pue [ende)
(pare[najea-ax) xe) pauajag

110T Adenuep [ 0o Sk sassasal pue jeuder)

T U

13quIad3( JO € A} U0

Aynbq ur saduey)) jo yuowaye)§



AB VILNIAUS DEGTINE

Annual Financial Statements and Annual Statement for
the year ended on the 31™ December 2012

APPROVED

by the General Shareholder's Meeting on 18 April, 2013

Cash Flows Statement
As on the 31" of December

In LTL

Profit (loss) for the period

Depreciation and amortisation

Impairment of non-current assets

Impairment of trade receivables and other receivables
Net financial expenses

Gain (loss) on disposal of non-current assets
Corporate income tax expenses

Net cash flows [rom ordinary activities before changes in working capital
Change in inventories

Change in prepayments

Change in trade receivables and other receivables

Change in irade payables and other payables

Net cash flows from operating activities
Income tax paid

Net cash flows from operating activities

Interest received

Proceeds from disposal of non-current assets
Acquisition of property, plant and equipment
Acquisition of intangible non-current assets

Net cash flows rom investing activities

Repayment of loans

Loans received

Increase (decrease) ol other financial liabilities
Financial lease payments

Grants received

Interest paid

Net cash flows from linancing activities

Net cash flows Irom operating, investing and financing activities

Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

Jan-Dec 2012

Jan-Dec 2011

Notes on pages 12-43 are an integral part of these financial statements.

Director General
Juo

Vilnius,
15 March 2013

376,273 {2,895,355)
3,365,092 3,733,776
0 2,371,448

(45, 076) 71,753
357.433 357,741
1,738 32,363
119,039 (298.769)
4,174,499 3,372,957
(465,003) (1.826,371)
34,151 (57.125)
(2,265,197) {1.784,621)
1,697,910 5,130,270
(998,139) 1,462,153
0 72,720
3,176,360 4,907,830
6,051 0
69.914 5,133
{3,653,725) (9.079,308)
{9.940) (5.996)
(3,587,700) (9,080,171)
{2.606,064) (1.866,739)
970,353 4,250,813
1,272,327 (899,722)
{316,589) (608.007)
1,815,551 4,037,982
{760,698) (744,914)
374,880 4,169,413
(36,460) (2,928)
46,600 49,528
10,140 46, 600

Senior Accounta
Renata Baliiing

11



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
by the General Shareholder s 'Meeting on 18 April, 2013

Notes

Reporting entity

AB Vilniaus Degtiné (hereinafter referred to as the Company) was registered on the 23" of
November 1990 and it is domiciled in Vilnius, Lithuania. The Company has a subsidiary in

Rokiskis district.

AB Vilniaus Degtiné is a Lithuanian public listed company with shares traded on AB NASDAQ
OMX Vilnius.

As on the 31" of December 2012, its shares are held by the following shareholders

Shareholder Number of Nominal value Total value in

inLTL LTL
shares
~Sobieski” Sp.zo.o. 16,668,632 1 16,668,632
Aridnas Tuma 2,382,077 | 2,382,077
Swedish clients Skandinaviska Enskilda Banken 2,233,476 1 2,233,476
Daiva Zaromskiené 1,220,422 1 1,220,422
Other shareholders 1,903,384 | 1,903,824
Total capital 24,408,431 1 24,408,431

The Company is primarily involved in the production of and trade in alcoholic beverages:
vodkas, bitters, liqueurs and other alcoholic beverages. The facilities for alcoholic beverage
production are located in Vilnius; however, the spirit production facilities are located with the
subsidiary of the Company.

The Company has major sales in the local market. The sales to the European Union and foreign
markets are continuously increasing. Their weight in the total sales volume are increasing. In
august 2012 production of electric and thermal energy commenced. Part of electric energy is
sold.

The Company employed 139 staff members as on the 31™ of December 2012 (150 staff
members as on the 31™ of December 2011).

Summary of significant accounting principles

Statement of compliance

Financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS), as adopted by the European Union (hereinafter — the EU).

The audit of the Financial Statements for the year ended on the 31% of December 2012 was
performed by UAB ,Grant Thornton Rimess.

12



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
by the General Shareholder s Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)

Basis of preparation

The financial statements are presented in the national currency Litas, which is the functional
currency of the Company. They are prepared on the historical basis.

The preparation of the financial statements in conformity with IFRS as adopted by the European
Union requires management to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on historical experience and factors that are
correspond to the present circumstances.On the basis of the assumptions and estimates
mentioned, the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources are made. Actual results may differ from these estimates. The
estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

Judgements made by Management on application of IFRS as adopted by the European Union
that have significant effect on the financial statements, and estimates of significant adjustments
in the next year are discussed in other Note.

The accounting principles of the Company as set forth below have been consistently applied and
coincide with those applied last year.

Foreign currency

Translation of amounts in foreign currencies into the national currency

Transactions in foreign currencies are translated into litas at foreign exchange rate ruling at the
date of transaction. Monetary assets and liabilities denominated in foreign currencies at the
balance sheet date are translated into litas at the foreign exchange rate ruling at that date. Foreign
exchange differences arising on translation are recognised in the income statement,

Non-derivative financial instruments

Non-derivative financial instruments include trade and other receivables, cash and cash
equivalents, loans and borrowings and trade and other payables.

Cash and cash equivalents include cash balances and demand deposits.

Non-derivative financial instruments are initially recognised at fair value plus (except for the
instruments recognised in the income statement at fair value) any direct attributable transaction
costs. Subsequent to initial recognition non-derivative financial instruments are measured as
described below.

13



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
by the General Shareholder s 'Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)

Non-derivative financial instruments (cont’d)

Financial instruments are recognized on the day of transaction. The Company no longer
recognises the financial assets when the contractual rights to the cash flows from this asset has
expired or when the right to receive the agreed cash flows from this financial asset has been
transferred during the transaction, i.e. all risk and benefits from the ownership of the financial
assets has been transferred. Financial liability is no longer recognised when it has been covered,
revoked or expired.

Receivables are non-derivative financial assets and are not quoted in an active market. They are
included into current assets except for maturities greater than 12 months. Loans issued and
receivables are initially recognised at fair value. Subsequently, loans and receivables are
measured at amortised cost using the effective interest method, less impairment, if any. Current
receivables are not discounted.

Loans, borrowings and other financial liabilities are stated at amortised cost on an effective
interest method basis. Current liabilities are not discounted.

Financial derivatives

The Company did not use or have derivative financial instruments within the period ended on
the 31"™ of December 2012,

Property, plant and equipment

Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses.

The cost of Company’s assets consists of the expenses directly related to the acquisition of the
asset. The cost of self-constructed assets includes the cost of materials, direct labour costs and
other expenses incurred to produce these assets before setting them into use and expenses of
disassembling, transportation and production site cleaning.

Where parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items of property, plant and equipment.

14



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
by the General Shareholder s'Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)

Subsequent costs

The Company recognises in the carrying amount of an item of property, plant and equipment
the cost of replacing a part of such item or major overhaul when that cost is incurred if it is
probable that future economic benefits embodied with the item will flow to the Company and
the cost of an item can be measured reliably. All other costs are recognised in the income
statement as incurred.

Depreciation

Depreciation is charged to the income statement on a straight-line basis over the estimated
useful lives of each part of an item of property, plant and equipment.

The estimated useful lives are as follows:

¢ Buildings and structures 8-20 years
s Plant and machinery 5-20 years
e Vehicles 4-10 vears
¢ Other assets 5-15 years

Depreciation methods, residual values and useful lives are reassessed on each day of presenting
financial statements.

Non-current intangible assets

Intangible assets that have limited useful life and that include computer software and other
licences and trademarks acquired by the Company are stated at cost less accumulated amortisation
and impairment.

Amortisation is charged to the income statement on a straight-line basis over the entire service
life. The amortisation rates of intangible assets can be specified as follows:
e  Software and licences 3 years

e Sobieski trademark 20 years

Subsequent expenses of intangible assets are capitalised only when they increase the future
economic benefits from this particular asset, which relates to the expenses. All other expenses
are written off when incurred.



AB VILNIAUS DEGTINE
Annual Fingncial Statements and Annual Statement for the
vear ended on the 31" December 2012

APPROVED
by the General Shareholder s"Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)
Leased assets

Leases, in terms of which the Company assumes substantially all the risks and rewards of
ownership, are classified as financial leases. Assets acquired by way of financial lease are stated
at an amount equal to the lower of fair value and the present value of the minimum lease
payments at inception of the lease, less accumulated depreciation and impairment losses. All
other lease is treated as operational lease.

Inventories

Inventories, including work in progress, are valued at the lower of cost or net realisable value.
Net realisable value is the selling price, less the estimated cost of completion, marketing and
distribution,

The costs of inventories is determines based on FIFO principle.
In the case of manufactured inventories and work in progress, cost includes an appropriate share
of overheads based on normal operating capacity distributed according to norms calculated

considering the use of production capacities.

Auxiliary materials and supplies are expensed at the time they are taken into use or booked to
the cost of finished goods if used in production,

The Company accounts for bottles as current assets in inventory, since they are not expected to
be reused following the initial delivery. Bottles are booked to the cost of finished goods when
used in production.

The Company books multiple usage tare, which includes plastic crates for placing the bottles of
alcoholic beverages, to the operating expenses immediately after it is taken for use.

Governmental grants

Grants are accounted following the principle of accumulation, i.e. received grants or parts
thereof are recognised as used in the periods, within which grant-related costs are incurred.

Grants are related to assets
Grants that are related to assets encompass grants received in the form of non-current assets or
allotted for acquisition of non-current assets. Grants are accounted at the fair value of the assets

received and later recognised as income, reducing asset depreciation costs within the respective
useful service life of the assets.

16



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Staiement for the
year ended on the 31™ December 2012

APPROVED
by the General Shareholder s 'Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)

Impairment

Financial asset is impaired if there are if there is objective evidence that certain event or events
could have an adverse impact on asset-related cash flows in the future. Individually significant
financial assets must be tested for impairment on an individual basis. The remaining financial
assets are grouped according to their credit risk and the impairment for those groups is
measured on a portfolio basis. An asset that is deemed impaired on an individual basis and its
impairment loss is continually recognised cannot be included in any group of assets that is
tested for impairment on a portfolio basis.

The carrying amounts of the Company’s assets other than inventories and deferred income tax
asset are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is estimated.

For the assets that have an indefinite useful life and intangible assets that are not yet available
for use, the recoverable amount is estimated at each balance sheet date.

An impairment loss is recognised wherever the carrying amount of an asset or its cash
generating unit exceeds its recoverable amount. Cash generating unit is the smallest cash
generating asset group generating cash flows independent form other assets or asset groups.
Impairment losses are recognised in the income statement.

Calculation of recoverable amount

The recoverable amount of the Company’s receivables carried at amortised cost is calculated as
the present value of estimated future cash flows, discounted at the original effective interest rate
(i.e., the effective interest rate computed at the initial recognition of these financial assets).
Receivables with short duration are not discounted.

The recoverable amount of non-financial assets is the greater of their fair value less costs to sell
and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset.

17



AB VILNIAUS DEGTINE
Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
by the General Shareholder s 'Meeting on 18 April, 2013

Notes

Summary of significant accounting principles (cont’d)

Reversals of impairment

An impairment loss in respect of receivables carried at amortised cost is reversed if the
subsequent increase in recoverable amount can be related objectively to an event occurring after
the impairment loss was recognised.

In case of certain changes in events or circumstances, on the basis of which the recoverable
value of non-financial assets was calculated, indicating that carrying value on non-financial
assets can be recoverable, impairment loss is reversed. An impairment loss is reversed only to
the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Dividends

Dividends are recognised as a liability in the period in which they are declared.
Employee allowances

The company has no determined allowances and inducement plans or payment schemes
concerning its chares, Liabilities against retired former employees of the company are fulfilled
by the State.

Provisions

Provisions are recognised in the balance sheet when it is probable that an outflow of economic
benefits will be required to settle the obligation arising from a past event or fulfilment of
irrevocable undertakings.

Revenne

Sales of goods

Revenue from the sale of goods is recognised in the income statement when significant risk and
ownership is transferred to the buyer, when it is probable that economic benefits associated with
the transaction will flow to the Company and the amount of the revenue can be measured reliably.
Sales are recognised net of VAT, excise tax and price discounts directly related to the sales.
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Notes

Summary of significant accounting principles {(cont’d)

Services rendered, assets disposed

Revenue from the services rendered is recognised in the income statement as the services are
rendered, considering the extent of completion of the services. The revenue recognised is net of
discounts provided.

Revenue from lease is recognised in the income statement on a straight-line basis over the term of lease.

Revenue from disposal of assets is recognised in the income statement when the significant
risks and rewards of ownership have been transferred to the buyer.

No revenue is recognised if there are significant uncertainties regarding recovery of the
consideration due or associated costs, or return of assets disposed is possible or when the
significant risks and rewards of ownership cannot be regarded as transferred to the buyer.

Expenses

Operating lease payments

Payments made under operating lease are recognised in the income statement on a straight-line
basis over the term of lease.

Financial lease payments

Minimum lease payments are apportioned between the financial charge and the reduction of the
outstanding liability applying the effective interest rate method. The financial costs are
distributed over the whole period of financial lease, so as to produce a constant periodic interest
rate on the remaining balance of the liability.

Net financing costs
Net financing costs consist of interest payable on borrowings calculated using the effective
interest rate method, interest receivable on funds invested, foreign exchange gains and losses.

Interest income is recognised in the comprehensive income statement as accrued, using the
effective interest method. The interest expense component of financial lease payments is
recognised in the income statement, using the effective interest rate method.
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Notes

Summary of significant accounting principles (cont’d)

Corporate income tax

Corporate income tax consists of current and deferred tax. Income tax is recognised in the
income statement except to the extent it relates to the items recognised directly in equity, in
which case it is recognised in equity.

Current income tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax
payable in respect of previous years.

Deferred tax is provided using the balance sheet method, providing for temporary differences
between the carrying amounts of the assets and liabilities for the financial reporting purposes
and the amounts used for taxation purposes. Deferred tax is not calculated for temporary
differences recorded at the moment of initial recognition of assets or liabilities when such
differences affect neither accounting nor taxable profit. The amount of deferred tax provided is
based on the expected manner of realisation or settlement of the carrying amount of assets and
liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

Deferred tax asset is recognised only to the extent it is likely that the future taxable profits will
be available against which the assets can be utilised. Deferred tax asset is revised on each day of
provision of financial statements and is reduced to the extent it is no longer probable that the
related tax benefit will be realised.

Segment reporting

Segment is a distinguishable component of the Company that is engaged either in providing
related products or services, or in providing products or services within a particular economic
environment which is subject to risks and rewards that are different from those of other
segments.

Basic and diluted earnings (loss) per share

The Company presents data of basic and diluted earnings per share (EPS) for its ordinary
shares. Basic EPS is calculated by dividing the profit or loss attributable to the ordinary
shareholders of the Company by weighted average number of ordinary shares outstanding
during the period. Diluted EPS is determined by adjusting the profit or loss attributable to the
ordinary shareholders and the weighted average number of ordinary shares outstanding for the
effects off all dilutive potential ordinary shares. During reporting periods there were no any
dilutive potential ordinary shares issued by the Company.
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Notes

The influence of application of new standards, amendments of the standards in force and
new explanations on financial statements

During the year the Company has adopted the following amendments to the standards

Amendment to IFRS 7 Financial Instruments. Disclosures - Enhanced De-recognition
Disclosure Requirements;
Amendment to 1AS 12 Income tax. Deferred tax — Recovery of Underlying Assets.

The amendments did not impact the Company’s financial statements.

Standards and their interpretations announced by the International Accounting
Standards Board but not yet adopted by the EU as well as standards adopted by EU but
not yet effective

Amendment to IAS 1 Financial Statement Presentation - Presentation of Items of Other
Comprehensive Income

The amendments to IAS 1 change the grouping of items presented in OCI. Items that could be
reclassified (or ‘recycled’) to profit or loss at a future point in time (for example, upon de-
recognition or settlement) would be presented separately from items that will never be
reclassified. The amendment affects presentation only and has no impact on the Group’s
financial position or performance.

Effective for annual periods beginning on or after 1 July 2012. Earlier adoption is permitted.
The Company considers the impact of this standard on its financial statements.

Amendment to IAS 19 Employee Benefits

There are numerous amendments to IAS 19, they range from fundamental changes such as
removing the corridor mechanism and the concept of expected returns on plan assets to simple
clarifications and re-wording. The Group has not yet evaluated the impact of the
implementation of this amendment.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
The Company considers the impact of this standard on its financial position and operating
results.

Amendment to IAS 27 Consolidated and Separate Financial Statements

This standard was amended to contain accounting and disclosure requirements for investments
in subsidiaries, joint ventures and associates when an entity prepares separate financial
statements.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
This amendment is not relevant to the Company.

Amendment to IAS 28 Investments in Associates and Joint Ventures

This standard was renamed and addresses the application of the equity method to investments in
joint ventures in addition to associates.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
This amendment is not relevant to the Company.
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Notes

The influence of application of new standards, amendments of the standards in force and
new explanations on financial statements (cont’d)

Standards and their interpretations announced by the International Accounting
Standards Board but not yet adopted by the EU as well as standards adopted by EU but
not yet effective (cont’d)

Amendment to IAS 32 Financial Instruments: Presentation - Offsetting Financial Assets
and Financial Liabilities

This amendment clarifies the meaning of “currently has a legally enforceable right to set-off”
and also clarifies the application of the 1AS 32 offsetting criteria to settlement systems (such as
central clearing house systems).

Effective for annual periods beginning on or after 1 January 2014. Earlier adoption is permitted.
This amendment is not relevant to the Company

Amendment to IFRS 7 Financial Instruments: Disclosures - Offsetting Financial Assets
and Financial Liabilities

The amendment introduces common disclosure requirements. These disclosures would provide
users with information that is useful in evaluating the effect or potential effect of netting
arrangements on an entity’s financial position. The amendments to IFRS 7 are to be
retrospectively applied.

Effective for annual periods beginning on or after 1 January 2013.

This amendment is not relevant to the Company.

IFRS 9 Financial Instruments — Classification and Measurement

The 1ASB has issued the first two parts of the standard, establishing a new classification and
measurement framework for financial assets and requirements on the accounting for financial
liabilities.

Effective for annual periods beginning on or after 1 January 2015. Earlier adoption is permitted.
The Company considers the impact of this standard on its financial position and operating
results,

IFRS 10 Consolidated Financial Statements

IFRS 10 establishes a single control model that applies to all entities, including special purpose
entities. The changes introduced by IFRS 10 will require management to exercise significant
judgment to determine which entities are controlled and, therefore, are required to be
consolidated by a parent. IFRS 10 replaces the part of IAS 27 Consolidated and Separate
Financial Statements related to consolidated financial statements and replaces SIC 12
Consolidation — Special Purpose Entities.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
This amendment is not relevant to the Company.

IFRS 11 Joint Arrangements

IFRS 11 eliminates proportionate consolidation of jointly controlled entities.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
This amendment is not relevant to the Company.
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Notes

The influence of application of new standards, amendments of the standards in force and
new explanations on financial statements (cont’d)

Standards and their interpretations announced by the International Accounting
Standards Board but not yet adopted by the EU as well as standards adopted by EU but
not yet effective (cont’d)

IFRS 12 Disclosures of Interests in Other Entities

IFRS 12 combines the disclosure requirements for an entity’s interests in subsidiaries, joint
arrangements, investments in associates and structured entities into one comprehensive
disclosure standard. A number of new disclosures also will be required such as disclosing the
judgments made to determine control over another entity.

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted,
This amendment is not relevant to the Company.

IFRS 13 Fair Value Measurement

This standard does not change when an entity is required to use fair value but, rather, provides
guidance on how to measure fair value under IFRS when fair value is required or permitted by
IFRS.

Effective for annual periods beginning on or after 1 January 2013, Earlier adoption is permitted.
This amendment is not relevant to the Company.

IFRIC Interpretation 20 Stripping Costs in the Production Phase of a Surface Mine

This interpretation applies to stripping costs incurred in surface mining activity during the
production phase of the mine (‘production stripping costs’).

Effective for annual periods beginning on or after 1 January 2013. Earlier adoption is permitted.
This interpretation is not relevant to the Company.

Amendments to IFRS 10, IFRS 12 and IAS 27 - Investment Entities

The amendments apply to entities that qualify as investment entities.

Effective for annual periods beginning on or after 1 January 2014, once endorsed by the EU.
This interpretation is not relevant to the Company.

Improvements to IFRS
In May 2012 IASB issued omnibus of necessary, but non-urgent amendments to its five
standards:
e |FRS 1 First-time adoption of IFRS;
IAS 1 Presentation of Financial Statements;
IAS 16 Property, Plant and Equipment;
IAS 32 Financial instruments: Presentation;
IAS 34 Interim Financial Reporting.

Effective for annual periods beginning on after 1 January 2013, once endorsed by the EU.
The Company considers the impact of these improvements on its financial statements.
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Notes

Critical accounting estimates and judgements

Estimates and assumptions are continually reviewed and are based on historical experience and other
factors, representing current situation and reasonable expected future events. Management of the
Company, considering forecasts and budget, borrowing need, fulfilment of obligations, products and
markets, financial risk management, having performed operation continuity assessment, considers
that there are no obscurities in the assessment of continuity of the Company’s activities or doubts
conceming its further operation. The Company makes estimates and assumptions concemning future
events. Resulting accounting estimates will, by definition, seldom equal the related actual results.
The estimates and assumptions that have a significant risk of causing material adjustment to the
carrying amounts of the assets and liabilities within the next financial year are discussed below.

Impairment losses on receivables

The Company reviews its receivables to assess impairment at least on a quarterly basis. In
determining whether impairment loss should be recorded in the income statement, the Company
makes judgements as to whether there is any observable data indicating that there is a
measurable decrease in the estimated future cash flows from a portfolio of receivables before
the decrease can be identified with an individual receivable in that portfolio. This evidence may
include observable data indicating that there has been an adverse change in the payment status
of debtors, or national or local economic conditions that correlate with the group of receivables.

Amount receivable impairment lossess recognised to be paid after the delay of 1 year or more.
Management estimates future cash flows from the debtors based on historical loss experience of
debtors with similar credit risk. The methodology and assumptions used for estimating both the
amount and timing of future cash flows are reviewed regularly to reduce any differences
between loss estimates and actual loss experience.

Impairment loses on construction in progress

Construction in progress is related with the construction of soft drinks production facilities
discontinued in 1994 due to the change in strategic plans of the Company. The construction in
progress is quarterly tested for impairment and based on management estimates the impairment
loss is recognised for the unused equipment installed in the construction in progress.
Depreciation of the construction in progress is calculated since 2009.

Impairment loses on building and land

Valuations of the purchased in 2009 building with land were carried out in end-2011.
Impairment losses on property were recognised.

Impairment losses on trademark

The Company uses trademark Sobieski, which is amortised on a straight line basis over a period
of 20 years. The service life of this trademark can differ from currently used accounting
estimates due to the possible changes of the life cycle of the products market by this trademark
as a result of market conditions. According to the management, considering the current
situation, the service life used in the accounting is justifiable.

Presentation of comparative information

During the virst half of 2012, profit tax declarations as of 2009-2011 were verified against the
eliminated R&D performance expenses. Accordingly, the deferred tax on reduced tax lossess
was re-calculated.
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Notes

Critical accounting estimates and judgements (cont’d)

Presentation of comparative information (cont’d)

Comparative information is presented in financial statements. In the Financial Position
Statement, the undistributed profit (loss) as for 2009-2011 reduced by LTL 173,165 and
deferred tax liability increased by LTL 173,165. In the Own Capital Change Statements, the
reduction of own capital is accordingly presented and the balance of undistributed profit
calculated.

Segment reporting

Taking into consideration part of sales of marketed products, the following segments can be
distinguished: the Company produces alimentary rectified, distilled ethyl alcohol, and its
products, such as denaturised ethyl alcohol, goods purchased for re-sale (alcoholic beverages,
non-alcoholic beverages, etc. articles. Other income as well as the revenues and costs of
financial activity are not classified to the segments; profit taxes are controlled. The revenues
from electric energy sales are classified to other activities.

Revenue and gross profit for 2012 are presented below

Alcoholic  Ethylalcohol Denaturised 0%

beverages  and its products alcohol PR (e 3
In LTL & p sale
Revenue 38, 004,357 14,230,036 116,144 3,593,077 55,943,614
Gross profit 14,929,503 624,711 51,835 332,155 15,938,204
Revenue and gross profit for 2011 are presented below

Alcoholic Ethyl alcohol  Denaturised Es

beverages and its products alcohol IO R el
InLTL & P sale
Revenue 33,038,204 4,209,282 52,056 3,762,631 41,062,173
Gross profit 13,649,923 192,748 24,904 480,133 14,347,710

The Company’s primary activities are carried out in the Lithuanian market. A part of its
production is exported to the EU and other foreign counties. In 2012, sales to EU and other
foreign markets amounted to LTL 16,009,973 (in 2011 — LTL 5,695,489). Considering the share
of product sales in foreign markets in total revenue, no geographical segments are singled out.
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InLTL

Income and expenses of other activities
Lease of premises and utilities

Income form sales of materials and spare parts
Electricity sales profit

Other income

Total other income

Other expenses
Loss of sales of non-current assets

Total other expenses

Net income and expenses of other activities

InLTL

Sales and distribution expenses
Advertising expenses

Personnel expenses

Transportation expenses

Market research expenses
Packaging expenses

Other

Total sales and distribution expenses
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Jan-Dec 2012

Jan-Dec 2011

110,020 110,484
199,120 96,922
78,067 0
417,546 112,751
804,753 320,157
(37,000) (40,101)
(1,673) (32,331)
(38,673) (72.432)
766,080 247,725
Jan-Dec 2012 Jan-Dec 2011

(3,675,425)

(3,341,986)

(860,817) (956,151)
(1,080,045) (392,605)
(50,557) (84,263)
(85,076) (88,811)
(460,700) (401,182)
(6,212, 620) (5:264,998)
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Notes
InLTL Jan-Dec 2012 Jan-Dec 2011
8 Administrative expenses

Personnel expenses (2,957,007) (3,145,330)
Operating and other taxes (1,351,725) (1,089,896)
Repairs and maintenance (346,764) (217,382)
Amortisation and depreciation (1,763,823) (2,196,272)
Consulting and training expenses (496,016) (583,145)

- including auditing services (49,581) (53,519)
Maintenance of cargo vehicles (425,717 (232.891)
Security expenses (214, 965) (312,000)
Communications and IT maintenance expenses (116,629) (145,627)
Utilities (501,410) (608,961)
Impairment of non-current assets 0 (2,371,448)
Other (1,395,656) (1,170,485)
Total personnel expenses (9,569,712) (12,073,437)

Jan-Dec 2012

Jan-Dec 2011

Wages and salaries (3,365,732) (3,570,829)
Vacation reserve (412,982) (333,667)
Guarantee fund contributions (7,501) (3,997)
Social security contributions (1,172,598) (1,208,059)

Total personnel expenses

(4,958,813)

(5,116,552)

In 2012 redundancy pays with social security taxes and guarantee fund contributions amounted
to LTL 109,367 in personnell expenses {(in 2011 — LTL 443,406 litus).

Personnel expenses for the management (directors) together with social security and guarantee
fund contributions in 2012 amounted to LTL 472,473 (in 2011 - LTL 674,019), LTL 0 of which
were for redundancy pays together with social security and guarantee fund contributions (in
2011 = LTL 122,572). No loans and (or) indemnities were granted to the management
(directors) and no other financial liabilities or non-financial obligations were undertaken. There
were no other significant transactions. For details refer to Note 28.

Average number of staff members on payroll for 2012 was 142 (149 for 2011).

Average number of managers for 2012 was 3 (4 managers for 2011).
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Notes

InLTL

Financial income and expenses
Interest income

Foreign exchange gain

Other income

Total financial income

Interest expenses
Other

Total financial expenses

Financial income and expenses, net

InLTL

Corporate income tax expenses
Change in deferred income tax

Total corporate income tax expenses

Review of valid profit tax rate
In LTL

Profit before tax

Profit tax, applying valid tax rate
Taxable income

Non-taxable income

Other expenses, which do not reduce
taxable income

Other expenses, which reduce taxable
income
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Jan-Dec 2012

Jan-Dec 2011

269,683 268,947
21,847 3,219
162 1,200
291,692 273,366
(627,116) (626,687)
(91,216) (97,803)
(718,332) (724,490)
(426,640) (451,124)

Jan-Dec 2012

Jan-Dec 2011

(119,039) 268,769
(119,039) 298,769

Jan-Dec 2012 Jan-Dec 2011
495,312 (3,194,124)
15.0% 74 297 (15.0%) (479,119)
0 0.1% 3,300
{0.0%) (23) (0.0%) (796)
23.5% 116,342 16.3% 519,342
(44.7%) (221,573) (6.5%) {206,982)
(6.2%) (30,957) (5.1%) {164,255)
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Notes
12 Deferred tax
Jan-Dec 2012 Jan-Dec 2011
Temporary Deferred tax Temporary Deferred tax
InLTL dilferences (15%) differences (15%)
Impairment of trade receivables 149,249 22.387 188,082 28,212
Impairment of construction in progress 859,599 128,940 764,088 114,613
Impairment of building and land 2,371,448 355,717 2,371,448 355,717
Accrued soc. security exp. for vacation reserve 85,117 12,768 77,724 11,659
Tax losses 2,407.151 361,073 2,196,692 329,504
5,872,564 880,885 5,598,034 839,705

Total deferred tax asset
Difference in depreciation of property, plant

and equipment (2,794,009) 19,101y (2,751,249) (412, 688)
Difference in amortisation of intangible assets (7.638,214) (1,145,732)  (6,547,041) {982.056)
Carrying value of non-current assets that are

subject to investment relief {270,657} {40,599) (336,462) (50,469)

(10,702,880)  (1,605,432) (9,634,752) (1,445,213)
Total deferred tax liability

(724,547) (605,508)
The deferred tax was re-calculated, description in Note 4.
Change in the deferred tax
In LTL Jan-Dec 2012 Jan-Dec 2011
Deferred tax liability at the beginning of the period (605,508) (785,750)
Re-calculated tax losses (0) (118,527)
Re-calculated deferred tax liability at the beginning of the period (605,508) (904,277)
Deferred 1ax change {119,039) 208,769
Deferred tax liability at the end of the period (724,547) (605,508)
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Notes

Corporate income tax

In LTL
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Corporate income tax (liability) at the beginning of the period

Corporate income tax for the period
Overpaid

Corporate income tax (liability) at the end of the period

Non-current intangible assets
InLTL

Cost as of 1 January 201 |
Procurement

Cost as of 31 December 2011

Accumulated amortisation as of | Jan 2011
Amortisation

Accumulated amortisation as of 31 Dec 2011

Net book value as of 31 December 2011

Cost as of 1 January 2012
Procurement

Cost as of 31 December 2012
Accumulated amortisation as of 1 Jan 2012

Amortisation

Accumulated amortisation as of 31 Dec 2012

Net book value as of 31 December 2012

Jan-Dec 2012 Jan-Dec 2011

0 72,720

0 0
0 (72,720)
0 0
Patents, licences Software Other Total

41,320 545,804 18,913,672 19,500,796
4,500 1,496 0 5,996
45,820 547,300 18,913,672 19,506,792
41,320 513,618 5,989,329 6,544,267
875 11,256 945,684 957,815
42,195 524,874 6,935,013 7,502,082
3,625 22,426 11,978,659 12,004,710
45,820 547,300 18,913,672 19,506,792
0 9,940 0 9,940
45,820 557,240 18,913,672 19,516,732
42,195 524,874 6,935,013 7,502,082
1,500 11,008 045,684 958,192
43,695 535,882 7,880,697 8,460,274
2,125 21,358 11,032,975 11,056,458

All amortisation expenses are included under operating expenses.
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15 Property, plant and equipment

In LTL

Cost as of 1 January 2011
Procurement

Write-offs and disposals
Reclassifications

Cost as of 31 December 2011

Accumulaled impairment as of
1 January 2011

Impairment loss

Accumulated impairment as of
31 December 2011

Accumulated depreciation as of
1 January 2011

Write-offs and disposals
Depreciation

Accumulated depreciation as of
31 December 2011

Net book value as of 31
December 2011

Cost as of 1January 2012
Procurement

Write-offs and disposals
Reclassifications

Cost as of 31 December 2012

Accumulated impairment as of
1 January 2012,

Accumulated impairment as of
31 December 2012

Accumulated depreciation as of
1 January 2012

Write-offs and disposals
Depreciation

Depreciation (subsidy part)

Accumulated depreciation as of
31 December 2012

Net book value as of 31
December 2012
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Machinery Vehicles Other
Land and and and other Other Construction  tangible
buildings equipment assets equipment  in progress assels Total
22,190,514 22,540,337 1,302,761 2,219,357 3.631,789 1,694,395 53,579,153
1,730,870 7,051 549 0 11,096 404,020 0 9,197,535
{6,689) (47.942) (99,899 (50,614) 0 0 (205,144)
0 1,152,366 0 0 0 (1,152.366) 0
23,914,695 30,696,310 1,202,862 2,179,839 4,035,809 542,029 62,571,544
0 0 0 0 477,555 0 477,555
2,371,448 0 0 0 0 0 2,371,448
2,371,448 0 0 0 477,555 0 2, 849,003
8.376,235 13,690,561 839,349 1,982,341 191,022 0 25,079,508
{6,688) (47.936) {62,436) (50.588) 0 0 {167,648)
742,771 1,633 471 186.868 117,340 95,511 0 2,775,961
9,112,318 15,276,096 963,781  2.049,093 286,533 0 27,687.821
12,430,929 15,420,214 239,081 130,746 3 271,721 542,029 32,034,720
23,914,695 30,696,310 1,202,862 2,179,839 4,035,809 542,029 62,571,544
1.501,588 1,685,300 0 38,965 561,454 0 3,787,307
(105,727) {624,161) (2.400) (52.060) 0 0 {784,348)
10,785,850  (7,532,093) 0 (24,684) (2,687 044) (542,029) 0
36,096,406  24,225356 1,200,462 2,142,060 1,910,219 0 65,574,503
2,371,448 0 0 ] 477,555 0 2,849,003
2,371,448 0 0 0 477,555 0 2,849,003
9,112,318 15,276,096 963,781  2.049.093 286,533 0 27,687,821
(34,801) (624.134) {2,398} {51.363) 0 0 (712,696}
890.412 1,244,846 112,698 63.433 95,511 0 2.406.900
140,574 193,048 0 0 ] 0 333,622
10,108,503  16,089.856 1,074,081  2.061.163 382,044 0 29,715, 647
23,616,455 8,135,500 126,381 80,897 1,050,620 0 33,009,853
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Notes

Property, plant and equipment (cont’d)

Distribution of depreciation costs
In LTL

Cost of sales
Inventories
Administrative and other expenses

Total depreciation costs

InLTL
Financial assets
Long-term loans granted

Interest receivable

Total financial assets
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Jan-Dec 2012 Jan-Dec 2011
(1,464,284) (1,324,235)
(99,984) (173,170)
(842,632) (1,278,556)
(2,406,900) (2,775,961)
31.12.2012 31.12.2011
3,164,077 3,164,077
1,018,652 755,020
4,182,729 3,919,097

Long-term loans granted LTL 3,164,077 (EUR 916,380) and interest thereon amounting to LTL
1,018,652 (EUR 295,022) charged to an associated company. Term of repayment of the loan

and interest — August 20135,
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InLTL

17 Inventories
Raw materials
Finished goods
Goods for resale
Work in progress

Total inventories
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31.12.2012 31.12.2011
6,518.216 5,980,409
1,846,446 2,009,400
1,102,115 1,000,432

71,118 82, 651
9,537,895 9,072,892

On the 31st of December, 2012, grain was stored by the third parties. The value of the grain
stored — LTL 804,369. On the 31st od December, 2011, the valuZe of the grain stored by the

third parties amounted to LTL 458,452,

In LTL

18 Prepayments and deferred expenses
Prepayments to suppliers
Deferred advertising expenses
Deferred insurance and subscription
Other

Total prepayments and deferred expenses

InLTL

19 Trade receivables
Trade receivables
Impairment allowance for bad debts

Net trade receivables

31.12.2012 31.12.2011

76,767 52,767
62,289 60,928
102,547 96,945
9,892 75,006
251,495 285,646

31122012 31.12.2011

28,501,117 25,852,122
(149,249) (188,082)
28,351,868 25,664,040
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Notes

Trade receivables (cont’d)

Change in impairment of receivables for bad debts

In LTL 31.12.2012 31.12.2011

Impairment allowance for bad debts at the beginning of the period (188,082) (115,428)
Impairment allowance for bad debts (1,614) (106,757)
Reverse of impairment allowance for bad debts 40.447 34.103
Impairment allowance for bad debts at the end of the period (149,249) (188,082)

Impairment lossess of amounts receivable are recognised as payable when delayed receivables
period has lasted for 1 year and more.

Analysis of trade receivables based on the terms of payment on the 31% December, 2012

Receivables of term not yet ended Delayed receivables
In LTL Total 91 day from61 from3l1to upto30 up to 90 from 91 181 day
or more to 90 60 days days days to 180 oT more
days days
Receiv. from
comp. not 23,100,782 0 242,510 20,317,808 1.779.117 449271 71,869 240,207
from the
group
Receiv. from
comp. from 5,400,335 0 103,578 29.016 968,414 73,914 1,222,517  3,002,8%
the group
Reduction of
value for {149,249) 0 0 0 0] 0 0 (149,249)
debts
Totaltrade g .5, ¢es 0 346,088 20,346,824 2,747,531 523,185 1,294386 3,003,854
receivables
Other receivables
In LTL 31.12.2012 31.12.2011
Amounts deposited for the guarantee to the Tax Inspectorate 0 300,480
Up to 1 year deposited the amount of bank guarantee 0 41,230
Other receivables 126,567 174,597
Doubtful receivables 489338 495,581
Total other receivables before write-down allowance 615,905 1,011,888
Impairment (489,338) (495,581)
Total other receivables, net 126,567 516,307
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Notes

Other receivables (cont’d)

The amount deposited for guarantee to the Tax Inspectorate is an excise tax amount for the
goods exported to the countries of the EU that are leviable with excise tax and are subject to
imposing temporary delay for excise payment.

Change in impairment allowance of receivables

In LTL 31.12.2012 31.12.2011

Impairment allowance for bad debts and other receivables at the

beginning of the period (495,581) (496,482)
Reverse of impairment allowance for bad debts 6,243 901
impairment allowance for bad debts and other receivables at the

end of the period (489,338} (495,581)
In LTL 31.12.2012 31.12.2011

Cash and cash equivalents

Cash at bank and in hand 84,035 46,600
Restricted usage of cash in bank account (the EU Council resolution

applied to Belarus) (73.895) 0
Total cash and cash equivalents 10,140 46,600

Capital and reserves

Share capital

The share capital is made of 24,408,431 ordinary shares with the nominal value of LTL 1 each,
and the total share capital is LTL 24,408,431, fully paid. The holders of the ordinary shares are
entitled to one vote per fully paid share in the shareholders’ meeting and are entitled to
dividends as they are declared and to capital repayment in case of reduction of capital as well as
other interest and non-interest as per the Company Law of the Republic of Lithuania as well as
other statutes and legal acis.

Legal reserve

Legal reserve is compulsory reserve under Lithuanian legislation. Annual contributions of at
least 5% of the retained earnings available for distribution are required until legal reserve and
the share premium reach 10% of the authorised capital. This reserve cannot be distributed. It can
be used only for covering accumulated losses.
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Basic and diluted earnings (loss) per share

Basic earnings (loss) per share are calculated by dividing the net profit attributable to
shareholders by weighted average number of ordinary shares in issue during the year.

Jan-Dec 2012

Jan-Dec 2011

24,408,431

(2,895,355)

Number of shares 24,408,431
Net result for the period attributable to the equity holders, in

LTL 376,273
Basic and diluted earnings {loss) per share, in LTL 0.02

(0.12)

The Company has not issued other securities potentially convertible into shares. Therefore, the
diluted earnings (loss) per share are the same as the basic earnings (loss) per share.

In LTL 31.12.2012 31.12.2011
Interest bearing loans and borrowings
Non-current liabilities
Bank loans 5,054,678 5,837,959
Financial lease (leasing) liabilities 0 246,356
Total non-current liabilities 5,054,678 6,084,315
Current liabilities
Overdraft 11,144,472 9,872,145
Bank loans 2,527,383 3,379,813
Financial lease (leasing) 245,375 318,895
Total current liabilities 13,917,230 13,570,853
Total 18,971,908 19,655,168

Terms and repayment schedule

Upto 1 1-5 years Over 5

In LTL Total year years
Overdraft in litas - interest rate:

3-month VILIBOR+margin 6,200,299 6,200,299 0 0
Loan in euras — interest rate;

3-month LIBOR EUR + margin 3,671,647 1,223,882 2,447,765 0
QOverdraft in euras— interest rate:

3-month EURIBOR + margin 4944173 4,944,173 0 0
Credit in euras — interest rate;

3-month EURIBOR + margin 3,910414 1,303,501 2,606,913 0]
Financial lease (leasing) — inleres! rate:

3-month variable EURIBOR+margin 245,375 245,375 0 0
Total financial Mabilities 18,971,908 13,917,230 5,054,678 0
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Notes

Interest bearing loans and borrowings (cont’d)

Term of repayment of the long-term loan is December 2015, of overdraft — 31 August 2012.
Turnover finance demand is funded from overdraft. In 2012 bank partially funded the Project
“Using distillery refuse (broga) for the production of electric power*. For further comments

refer to Note 29,

Equipment and vehicles are obtained under lease agreements. Lease term is 3 years.

InLTL 31.12.2012 31.12.2011
Governmental grants

Balance value at the beginning of the period 8,175,209 4,137,227
Grants received 1,815,551 4,037,982
Used within the period (333,622) 0
Balance value at the end of the period 9,657,138 8,175,209

The Company has received funds from EU Structural Funds under Priority 3 of the Cohesion
Growth Action Program “Increasing the Effectiveness of Energy Production”. The support was
granted for acquisition of non-current assets designated for the Project “Using distillery refuse
(broga) for the production of electric power”. The Project finally implemented in July. Part of
the produced Electric Power is sold and part used for the Compamy‘s manufacturing operations.
Grant amortisation is included in General revenue statement, the paragraphs on sales cost, and

reduces depreciation costs of non-current assets,

In LTL 31.12.2012 31.12.2011
Other payables

Payable excise tax 8,896,667 8,584,426
Payable VAT 4,875,666 2,894,271
Wages, vacation reserve and social security 482 905 481,807
Taxes payable 189,849 197,791
Accrued expenses 126,919 134,078
Other payables 40,213 82,502
Total other payables 14,612,219 12,374,875
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Notes

Financial risk management
In the course of using financial instruments, the Company faces the following risks:

e Credit risk;
s Liquidity risk;
e Market risk.

The present note provides for information on each of the aforementioned risks the Company
faces, the Company’s risk evaluation goals, policy and risk valuation and management
processes, as well as the Company’s capital management. More detailed quantitative disclosures
are presented in the present interim statement.

The Board is completely responsible for development and supervision of the company’s risk
management structure. The Company’s risk management policy is devoted to identification and analysis
of the risks the Company faces, determination of respective risk limits and controls, and monitoring of the
observance of risks and limits. Risk management policy and risk management system are regularly
revised to match the changes of market conditions and the Company’s activities. With the help of
trainings, procedures of management standards, the Company aims to develop a disciplined and
constructive management environment, where every employee knows his/her functions and duties.

Credit risk

Credit risk is the risk that the Company will suffer financial losses in case if a customer or
another party fails to fulfil their respective obligations, and in most cases such risk is related
with amounts receivable from the Company’s customers.

The Company controls credit risk or risk by using credit conditions and procedures of market
analysis. The Company has no significant credit risk concentration because it is distributed
among different buyers.

The Company accounts the impairment on the basis of evaluation of losses concerning trade and
other amounts receivable. Such impairment consists only of specific loss related to individual
significant tradings and other amounts receivable.

Liquidity risk

Liquidity risk is the risk that, upon maturity, the Company will be unable to fulfil its financial
liabilities. The Company’s liquidity management objective is to maximally secure sufficient
liquidity of the Company, which enables the Company to fulfil its obligations under both,

normal and complicated circumstances, without suffering unacceptable losses and being
exposed to the risk of loosing its good reputation.

The Company’s policy is to maintain sufficient cash te cover planned operating expenditure,
including financial liabilities; such security does not cover the influence unforecastable force
majeure (such as natural calamities). Moreover, the Company has concluded a contracts for
bank overdrafts in LTL and EUR.
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Notes

Financial risk management (cont’d)

Market risk

Market risk is the risk that market price changes, e.g. foreign exchange rates or interests rates,
will affect the Company’s income or the value of available financial instruments. The objective
of market risk management is to manage and control the market risk, considering certain limits,
through optimisation of the return.

Interest rate risk

The Company’s borrowings are subject to variable interest rates related to EURIBOR, LIBOR
EUR, and VILIBOR. As of 31 December 2012, the Company did not use any financial
instruments to hedge its exposure to the cash flow risk related to debt instruments with variable
interest rates or price risk related to debt instruments with fixed interest rates.

Foreign exchange risk

The functional currency of the Company is Litas (LTL). The Company does not face foreign
currency risk on purchases and borrowings that are denominated in currencies other than Litas
or Euro. The risk related to the transactions in EUR is considered to be insignificant as the
Lithuanian Litas is pegged to Euro at a fixed rate of LTL 3.4528 for 1 Euro. The Company did
not have any material exposure in other foreign currencies.

Capital management

The objective of the management policy is to maintain a significant level of owner’s equity
compared to borrowed funds to avoid discrediting investors, creditors and market trust, as well
as maintain development of activities in the future. The Board observes the return on capital and
presents offers on payment of dividends to owners of ordinary shares, considering the
Company’s financial results and strategic plans.

The Board also strives for maintaining the balance between higher return, which could be
achieved through a higher level of borrowed funds, and safety, which is provided by a higher
level of owner’s equity. Equity makes at least 50 percent of authorised capital with share
premium.

The Company’s capital management policy did not change.

Related party transactions
Related parties of the Company are:

- the parties that control, are controlled by or are under common control with the Company;
- the parties that can have material impact on the activities of the Company;

- the parties that are management members of the Company or its parent company;

- close members of the family of the aforesaid persons;

- companies that are under control or material impact of the aforesaid persons.
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Parent and ultimate parent companies are as follows:

Company

Relationship

Saobieski Sp. Z.0.0.
Belvedere S.A.

Other main related parties are:
Company, person

Parent company

Ultimate parent company

Relationship

UAB Belvedere prekyba
Sobieski Destylamnia S.A.
Vinimpex PLC

UAB Belvedere Baltic

Fabryka Wodek Polmos Landut

PHP Wieslav Wawrzyniak
Moncigale 5.A.S.
Gognac Gautier

Marie Brizard&Roger Inten.

Marie Brizard Espagne
1000 Galiart

Chais Beaucairois SAS
Domain Menada Sp. Z.0.0.
Belvedere Distribution SIA
Natural persons

Natural persons
Natural persons

Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Belvedere group company
Other shareholders

Board members

Management members (directors)
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Related party transactions (cont‘d)

Sales to and purchases from related parties

Type of transaction

Jan-Dec 2012

Jan-Dec 2011

Purchases from:
Belvedere group companies
Belvedere group companies
Ultimate parent company
Parent company

Other shareholders

Other shareholders

Total purchases

Sales to;

Belvedere group companies
Belvedere group companies
Belvedere group companies
Ultimate parent company
Other shareholders
Management members
Management members

Total sales
Excise tax

Total sales net of excise tax

Services
Inventories
Inventories
Inventories
Other expenses
Services

Inventories incl.excise tax
Services

QOther income

Other income

Inventories

Non-current assets
Sesvices

338,135 477,516
638,306 657,569
30,613 0

0 63,206

12,555 0
195,350 309,600
1,214,959 1,507,891
51,494,563 42,026,550
107,613 208,910

0 2,685

269,683 266,261

0 316

0 1 000

4,290 6,010
51,876,149 42,511,732
(28,206,843) (27,816,444)
23,669,306 14,695,288
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Related party transactions (cont‘d)

Balances outstanding with related parties

Trade receivables
Belvedere group companies

Ultimate parent company
Parent company

Management members
Total trade receivables

Trade payables
To Belvedere group companies
To ultimate parent company

Total trade payables

AB VILNIAUS DEGTINE

Annual Financial Statements and Annual Statement for the
year ended on the 31" December 2012

APPROVED
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31.12.20]12 31.12.2011
5,326,659 3,126,723
4,256,405 3,919,097

0 36,273

0 942

9 583 064 7,083,035
126,193 147,157
149,531 45,242
275,724 192,399

Impairment loss of amounts receivable were not recognised. Information on the loans granted to
the associated company and amounts of interest payeable (in this note provided as amounts
receivable) is provided in Note 16. Raw materials for alcoholic beverages production as well as
alcoholic beverages are purchased from Belvedere group companies. Alcoholic beverages and
rectified ethyl alcohol are sold to Belvedere group companies. Interest rates and all outstanding
related party transactions are priced at market prices.

Remuneration to the Company’s management (directors) is enclosed in Note 9.

Off-balance liabilities

As a security for the loan facilities, the following assets have been pledged by the Company

InLTL

Carrying amount of pledged buildings and structures

Carrying amount of equipment
Carrying amount of pledged trademarks
Carrying amount of pledged inventories
Money in bank

Amounts receivable from customers
Land plot lease/tenancy rights

31.12.2012 31.12.2011
22,969,072 10,102,429
6,347,275 0
11,032,975 11,978,659
9,537,895 9,072,892
9,202 28,202
28,351,868 25,664,040
0 0

The Company controls and executes the financial liabilities, indices set by the bank and

additional requirements.
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Fair value of financial instruments

Fair value is defines as the amount at which the instrument could be exchanged in a current
transaction between knowledgeable willing parties at market prices but not in forced or
liquidation sale. Depending on circumstances, fair values are obtained from quoted market
prices, discounted cash flow models and option pricing models as appropriate.

Fair value of assets and liabilities provided in the balance sheet as on the 31 of December 2012
does not significantly differ from their carrying amount, except for non-current real estate, the
depreciated cost-price of whuch significantly differs from its fair value.

Financial assets and liabilities as on the 31th of December 2012

InLTL Carrying amount Fair value

Granted long-term loans and other receivables 4,182,729 4,182,729
Advance payments and deferred expenditure 251,495 251,495
Trade receivables 28,351,868 28,351,868
Other amounts receivables 126,567 126,567
Cash and cash equivalents 10,140 10,140
Total financial assets 32,922,799 32,922,799
Loan and other interest-bearing amounts 18,971,908 18,671,908
Trade payables 6,238,455 6,238,455
Other amounts payables 14,612,219 14,612,219
Total liabilities 39,822,582 39,822,582

Events after the reporting period

There were no events occurred after the reporting period that would influence financial results
of the Company.

Director General Senior Accountan
Juozas Daunys Renata Balitip

Vilnius,
15 March 2013
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Annual Statement

Company Information

Annual statement prepared a for the year ended 31 December 2012, audited.

Public stock company Vilniaus Degtiné (hereinafter — the

Company)

Legal form Public stock company

Date and place of registration ~ 23rd of November 1990, Vilnius branch of the State Enterprise
Centre of Registers

Code 120057287

Registered office address Paneriy Str. 47/Smolensko Str. 2, Vilnius, Lithuania

Telephone +3705233 08 19

Fax + 370231 5052

E-mail vd(@degtine.lt

Website www.degtine.lt

Branch Obeliai distillery

Branch address VienoZinskios Str.3, Audroniy I village, Rokiskis district, Lithuania

Telephone +370 458 78723

Fax +370 458 78723

E-mail obeliai@degtine. it

The Company that has been fostering production traditions which originated over a century ago and has
been actively iplementing innovtions, in June 2012 had changed her corporate trademark, to enhance its
onenes and emphasise its Vilnius origin in local and foreign markets. The integral part of this trademark
is its new sloga “Spiritus Vilnensis“. It conveys the Company;'s startegy to dvelop the drinks which
feature the unique and multicultural spirit and mistery of Vilnius.

The Company produces and sells vodkas, liqueurs, and other alcoholic beverages, alimentary rectified
and methylated ethyl alcohol, alimentary distilled ethyl alcohol, imports and sells alcoholic products
made by producers of other countries. Obeliai spirit distillery, a branch of AB Vilniaus degtiné, makes
alimentary distilled grain ethyl alcohol. In August 2012 the branch commenced production of electric and
thermal energy. Part of electric energy is sold.

Authorised Capital and Securities

The structure of the authorised capital

. Nominal . Portion in the
Type of shares ;‘:l;rr::erg; value in Total I:gT;‘EI IS authorised capital.
aREE LTL %
Ordinary registered shares 24,408 431 1 24,408,431 100.00

Ordinary registered shares the Company’s authorised capital consists of grant equal rights to all owners of
the Company’s shares. All shares of AB Vilniaus degtiné are fully paid up. The Company has not issued
any debt or derivative securities that would be converted into shares. The Company has not acquired and
does not hold any shares of its own.

Total number of shareholders as on the 315t December 2012 was 270.
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Authorised Capital and Securities {(cont'd)

Shareholders who held or managed more than 5 percent of the authorised capital of the issuer as

of the 31st December 2012

Number of the
Shareholder’s name, surname or company name, registered BT S SEnTEGE
ofﬁc:’, address. company code ’ sharcholder holds authorised votes
' pany under the ownership | capital held, % held, %
right. pcs.
SOBIESKI DYSTRIBUCJA SP. Z 0. 0.
ul. Bellottiego 1, #1-022, Warszawa, Poland, 230030460 Hafoddien 68.29 68.29
ARUNAS TUMA 2,382,077 9.76 9.76
SWEDISH CLIENTS SKANDINAVISKA ENSKILDA
BANKEN 2,233,476 9.15 9.15
Sergels Torg 2, 10640 Stockholm, Sweden, 502032908101
DAIVA ZAROMSKIENE 1,220,422 5.00 5.00

None of the company’s shareholders have any special rights of control.

There are no restrictions of the rights to vote. There are no agreements between the shareholders, which
might cause the transfer of securities and (or} right of vote to be restricted.

Since the 25th of March 2002, ordinary registered shares of AB Vilniaus degtiné are listed in the
Secondary trading list of AB NASDAQ OMX Vilnius. Emitent acronym is VDGIL. All 24,408,431 pcs.
of shares are traded. There are no restrictions concemning transfer of the shares. The Company has signed
an agreement with AB FM] Finasta on administration of accounting of issued securities.

Securities trading history

) 2009 2010 2011 2012
Indices January - January - January - January -
December December December December
Opening price, LTL 0.800 1.400 1.519 0.863
Maximum price, LTL 1.500 2.000 1.519 1.015
Minimum price, LTL 0.500 1.170 0.694 0.176
Last session, LTL 1.400 1.519 0.863 0.777
Turnover, pcs. 104,134 120,659 80,571 254,231
Turnover, LTL million 0.11 0.18 0.09 0.16
Ce}p?ta][sanon on December 31, LTL 34.17 37.08 21.07 18.96
million

Source: www.nasdaqomxbaltic.com/market

The following transactions were registered in 2012: one OTC transaction in the amount of LTL 397 litus
(500 units of shares), six OTC non-monetary transations (1,226,324 units of shares) (source:
http://www.csdLIt/t/aktualijos/statistika/uzbsanda.php). Detailed information on trade of the shares can
be found on the securities exchange NASDAQ OMX Vilnius.
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Authorised Capital and Securities (cont'd)

Trade in the shares of AB ,Vilniaus degtiné on, NASDAQ OMX Vilnius in 2009-2012
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Source: www.nasdaqomxbaltic.com/market

Comparison of the price of the shres of AB Vilniaus degtiné (VDGIL) with OMX Vilnius
(OMXYV) index in 2009-2012
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Source: www.nasdaqomxbaltic.com/market
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Company Management

The company has the general shareholders” meeting, collegial supervisory body — the
supervisory council, collegial management body — the board and one-person management body
— the head of the company (Director General). The Company does not have a Committee.

The supervisory council of the company consists of 3 members, It is elected by the general
shareholders’ meeting for a period of four years. If individual members of the supervisory
council must be elected, they are elected only for the period before the end of the term of the
current supervisory council.

The board of the company consists of 4 members. Articles of Association of the company
provide for 5 board members. It is elected by the supervisory council for a term of four years.
The supervisory council can recall the board in corpore or individual members before the end of
the term. A member of the board may resign from the duties before the end of the term by
notifying the company about it in writing at least 14 days in advance. Beside the competence
defined in the Law of Companies of the republic of Lithuania, on the basis of the Articles of
Association of the Company, the Board passess decisions in relation to the following aspects:

1. on branch and representative offices* establishment or termination of their operation,
and approves assignment of directors;

2. on transfer, rent or mortgage of part of its non-current assets as well as on guarantees

on fulfillment of other parties duties;

on non-current asets purchase for the price higher than LTL 200,000;

on reorganisation or liquidation of its affiliates and subsidiaries;

on loan lending;

approves the procedure of representation in its affiliates and subsidiaries as well as in

other companies, where the Company has its shares;

7. makes decisions on the candidatures of authorised persons who shall represent the
Company in its affiliates and subsidiaries;

8. approves the list of commercial secrets;

9. approves the sules on purchasing godos, works, and services.

0 {7 g B

The head of the company is elected and recalled or dismissed from his/her duties, his/her salary
is determined, job regulations are approved, incentives are awarded and penalties imposed by
the board of the company.

The head of the company solely acts on behalf of the company in company’s relations with
other persons.

6 meetings of the Board, 5 meetings of the supervisory council and 1 shareholders’ meeting
took place in 2012. Decisions important to the Company were made during these meetings.

Articles of Association of the Company are amended in accordance with the Company Law of
the Republic of Lithuania. The most recent working of the articles of association was registered
at the Register of Legal Entities of the Republic of Lithuania on the 11th of August 2008.
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Members of the collegial supervision, management bodies as on the 31st of December 2012

Name, surname

Position

Participation in the
authorised capital of
the issuer, percent

Term

Dariusz Jamiola

Chairman of supervisory council

04-2012 - 04-2016

'I‘omas:; -K-owalski

Member of supervisory council

04-2012 - 04-2016

Darius Siaudinis

Member of superv. council, Head of Marketing

04-2012 - 04-2016

. Darius Zaromskis

Chairman of the Board

12-2011 - 12-2015

‘_JUOZB,S [iunys

Board member, Director General

12-2011 - 12-2015

Dalius Rutkauskas

Board member, Director of Commerce

12-2011 - 12-2015

" Genad i-_mr_gelzié

Board member, Director of Produciion

10-2012 - 12-2015

Juozas Daunys Director General “

from 07-07-2011

| Renata Balitinaité Senior Accountant -

from 31-03-2011

After resignation of the Board member Aisté Rasmussen on 3 September 2012, the supervisory
council on 2 October 2012 had elected Genadij Jurgelevi€, Production Director, as a member of
Board until end of tenure.

The members of collegial supervisory and management bodies were not remunerated for their
work in supervisory council and board. The Company has not granted any loans or guarantees,
and did not pay out any dividends to these persons. Services purchased from them in 2012
amounted to LTL 195,000 (exclusive of VAT).

In 2012 the job-related payoffs amounting to LTL 198,000 including taxes were calcualted for
admnistration members. Average a LTL 99,000 for each member. To those individuals the
company had not transfered any property, provide loans or guarantees, and pay dividends.

Information on transactions of the related parties is provided in Note 28 of the Annual Financial
Statements for the year ended on 31 December 2012.

Over the reporting period, there were no harmful transactions concluded on behalf of the
Company or conflicts of interests incurred.

There are no significant agreements the Company is a party to that would come into force,
change or be terminated in case of change in the Company’s control. There are no agreements
between the Company and members of its collegial management and supervision bodies or
employees providing for payment of compensation in case of their resignation or dismissal
without a good reason or in case if their employment is discontinued due to a change in the
Company’s control.

When carrying out its duties under legal instruments regulating the securities market, the
Company has announced information on major events concerning the issuers activities:

- 2012-02-29 Publication of interim performance results of 12 months of 2011;

- 2012-03-28 Convocation of an ordinary General Shareholders™ Meeting;

- 2012-03-29 Announcement of draft decisions of an ordinary General Sharcholders’ Meeting;
- 2012-04-19 Announcement of decisions of an ordinary General Shareholders® Meeting;

- 2012-04-25 Declaration on supervisory council chair election;

- 2012-05-31 Publication of interim performance results of 3 months of 2012;
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- 2012-06-12 Press release on the chsnge of corporative logo;

- 2012-08-07 Press release on commencement of electric energy production in the branch company;
- 2012-08-31 Publication of interim performance results of 6 months of 2012;

- 2012-09-03 Declaration on Production Director change and board member resignation,

- 2012-10-11 Declaration on new board member election;

- 2012-11-30 Publication of interim performance results of 9 months of 2012;

- 2012-12-03 Declaration on the Chairman's of Board transaction on emitent shares.

Detailed information in major events can be found on the Company’s website www.degtine.ltor
the website of NASDAQ OMX Baltic www.nasdagomxbaltic.com.

The Company is a member of the Lithuanian Food Exporters Association (LitMEA).
Production Activities

Key activity of the Company is production of vodka, flavoured vodka, bitter, liqueur and other
alcoholic beverages. Purified water, natural ingredients, such as nuts and berries, fruit juices,
honey, and herbs are used in production. The products of the Company have been received
many awards for high quality and the uniqueness of recipes. In 2012, the Company’s
technologists developed and marketing specialists launched the following more than thirty new
products:

- vodkas: Baltius vodka, Gediminas Crystal Vodka, Shotka vodka, Beloff vodka,
Bartenders's club vodka, Bajory grafinas, Livonia;

- flavoured vodkas: Bajory kedriné, Bajory obuoliy skonio, Shotka vodka ale;

- flavoured vodka-balm: Herbalux;

- spirits: Obeliu pirmojo varymo ruginé, Beloff spirit Drina, Like Cosmopolitan;

- bitter: Cepkeliu aviediy;

- brandy: Renaissance VS and others.

Production produced

N Measurement | January-December, | January-December, | Change (+,-),
ame unit 2012 2011 %
Alcoholic beverages 000s litres 7.472.4 6,311.6 +18.4

In 2012 alcoholic beverages production increased by 18.4 percent. Alkoholiniy gérimy gamybos
augimg salygojo pardavimy augimas vidaus rinkoje ir plétra j uZsienio rinkas.

Obeliai spirit distillery, a branch of AB Vilniaus degtiné, makes distilled ethyl alcohol our of
rye. In 2012 it produced 4,970,8 thous. Litres of absoliute alcohol.

In 2012 construction works of cogeneration power station were completed in the branch office,
and in August production of Electric and thermal energy was started. The amount of LTL 20.8
Million was invested in this Project (of LTL 10.0 Million funding was received from the EU
structural funds). Installed Electric power 1.5 MW. Cogeneration power plant produces biogas
from distillery refuse (broga) (grain waste), which is the side-product of alimentary rectified,
distilled ethyl alcohol production.
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When burning gas in internal combustion engines, Electric and thermal energy is produced.
Steam is used in oroduction process. Surplus Electric energy is sold to AB Lesto. This project
reduiced energy resource consumption and environmental pollution of the branch.

The Company’s management pays special attention to cutting production costs, increasing the
efficiency of production processes, improving the quality of the production, safe and intensive
work. Production output per person increased by 35.9 percent: from 26,944 LTL/month in 2011
to 36,622 LTL/month in 2012,

Such efficiency was achieved by help of the production management system LEAN — eficient
process control. The aim of LEAN system - create greater value to the client and increase the
competitive advantage by using fewer resources. This system covers three stages: assessment of
activities, training and coaching, and implementation and coordination. During 2012, including
trainings of operating seven individual LEAN methods, 137 employees were trained. A 331
proposal for performance impprovement was implemented; and this resulted in improving the
equipment operation by 24 percent in 2012.

The Company has successfully operated and serviced the quality management system ISO
9001:2000. Implementation of the ISO standard has ensured constant efficiency of management,
regular development of the Company and its competitive advantage.

Commercial activities

In 2012 sales revenue of the Company amounted to LTL 55,943,614 (in 2011 — LTL
41,062,173). Compared to the same period last year, revenue increased by 36.2 percent.

The major part of the Company*‘s sales are focused in the Lithuanian market (71.4%). Sales in
the domestic market increased by 12.9 percent, and in the European Union (hereinafter the EU)
and foreign markets — by 2.8 times. The most rapid growth of sales was observed in the markets
of Poland, Spain, Israeli, Danmark, Estonia, and Latvia. New markets were entered, namely
Vietnam and the US.

Production sold

Name Measurement | January-December. | January-December, | Change (+,-).
¢ uniit 2012 2011 %
Alcoholic beverages 000s litres 8,069.9 6,861.1 +17.6

In 2012, were sold the 1,208.8 thousand litres of alcoholic beverages more if comparing with
2011. Sales increased by 17.6 percent. The greatest comparative weight was by vodkas, i.e. 72.5
percent of alcohol sale in litres. During 2012, sales of alcoholic beverages continuously grew:
by 18.1 percent of vodkas, 24.5 % of bitters, 40.9 % of liqueurs, 68.1 % of brandy, and 99.8 %
of wine,

Experts from marketing and sales departments develop brand image and sale strategies for the
new brands, and are consistently working in the marketing formation field. The funds for
advertising and promotion of sales are quite limited because advertising of alcohol in Lithuania
is limited by two Laws - Republic of Lithuania Law on Advertising and Law on Alcohol
Control. The greatest impact on sales had reviving of Bajory vodka range and label: new-design
pabels and 0.35- and -litre bottles. To support this brand, two advertising campaigns for Bajory
Klasikiné and Bajory Premium vodka (produced of Alfa spirit) were developed.
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In end 2012 production of a new product - Gedimino Crystal Vodka — was launched. A new
bottel was designed specifically for this drink. And a substantial campaign of the support of that
brand is planned 2013 year. Advertising of alcohol in Lithuania is limited by two Laws -
Republic of Lithuania Law on Advertising and Law on Alcohol Control.

The Company purchases raw materials and materials necessary for the production from reliable
Lithuanian and foreign suppliers at market prices. The quality of purchased raw materials and
materials is under control; negotiations with the suppliers on more favourable terms of delaying
payment are carried out when concluding agreements.

Economic-Financial Ratios

Detailed information on the resulis of the Company's activities for 2012 is presented in audited
annual financial statements for the year ended on the 3ist of December 2012. Financial
statements were developed in accordance with International Financial Reporting Standards

adopted for application in the EU.

Economic-financial indices

—— Decomber, 2012 De:ea::ll:emg 2011 | Change (+.-). %
Sales revenue (loss), excl. excise tax, LTL 55,943,614 41,062,173 +36.2
Result from operations (EBIT), L.TL 921,952 (2,743,000) -133.6
EBITDA, LTL 4,287,044 3,362,224 $+27.5
Profit (loss) before taxes, LTL 495312 (3.194,124) -115.5
Profit (loss) of the period, LTL 376,273 (2,895,355) -113.0
Depreciation, amortisation and impairment, LTL 3,365,092 6,105,224 -44.9
Non-current assets, LTL 48,249,040 47,958,527 +0.6
Current assets, LTL 38,277,965 35,585,485 +7.6
Total assets, LTL 86 527,005 83,544,012 +3.6
Share capital, LTL 24,408,431 24,408,431 -
Owner’s equity , LTL 36,322,738 35,946,465 +1.0
Non-current liabilities, LTL 15,573,936 15,052,632 +3.5
Current liabilities, LTL 34,630,331 32,544,915 +6.4
Net cash flows from operating activities, LTL 3,176,360 4,907,830 -35.3
Net cash fiows form investing activities, LTL (3,587,700) (9,080,171) -60.5
Net cash flows from financing activities, LTL 374,880 4,169,413 -91.0
Gross profit margin ratio, % 28.5 34.9 -6.4
Operating (net) profit margin ratio, % 0.7 (7.1) +7.8
EBIT profit margin ratio, % 1.6 (6.7) +8.3
EBITDA profit margin ratio, % 7.7 8.2 -0.5
ROE (return on equity), LTL 0.01 (0.08) -112.5
ROA (return on assets), LTL 0.01 {0.03) -1333
Quick ratio 0.823 0.806 +2.1
Net working capital turnover ratio 16.729 10.447 +60.1
Profit per share, LTL 0.02 (0.12) -116.7
Debt to equity ratio 1.382 1.324 +4.4
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In 2012, the Company increased sales revenue by 36.2 percent and gained the profit amounting to
LTL 376,273 (in 2011 it had the loss amounting in LTL 2,895,355, out of which where LTL
2,371,448 of property impairment loss).

Increased costs of raw-materials. materials, and energy resources, as well as market competition
affected the decrease of the gross profitability of the alcohol beverages sold by the Compamy: it
reduced by 6.5 percent.

LTL 4,339,277 assigned for investment, out of them LTL 4,049,783 for cogeneration power station
construction,

Over the year, the Company’s asset value increased by 3.5 percent. Non-current assets increased
when cogerneration power plant construction was finished, and in December, when the production
demand increased, customer’s debts increased by 10,4 percent, raw-material and material resources
— by 8.99 percent (basically due to grain reserve).

The rezerve of unfinished and finished products decreased. Inventories tummover increased (from
3.274 to 4.299), when over the year, the management increased the efficiency of inventry / rezerve
management. The turnover ratio of the net turnover capital increased from 10.447 to 16.729.

The major part of liabilities for the year ended, consisted of the following: the state subsidy
amounting to LTL 9,657,138 and designated for implementation of cogeneration power station
project; financial liabilities to the bank amounting to LTL 18,971,908 litai, and excise and VAT paid
to the state budget and amounting to LTL 13,772,333

Risk Factors
Economic Risk Factors

Key risk factors are: unstable economic situation, large concentration within domestic alcohol
market, competition, the exient of sales of alcohol in the shadow economy, the probability of
increase of the taxes, increasing restrictions of alcohol advertising and trade. As the competition is
getting more intense, much attention and many funds are allotted to production of new products and
development of brand images, strengthening of selling positions in the domestic market and
development of sales in foreign markets.

The Company did not find it difficult to procure itself with necessary raw materials and materials for
production. The supply agreements which were signed ensure supply of materials, raw materials and
energy resources. Production sales agreements with buyers are entered into for a period of one
calendar year. The intended terms for delay of payments allow to plan and balance the cash flows.
Debt handling is performed by employees who are competent and responsible for debt management.

Financial Risk Factors

To secure repayment of bank loans, the Company has pledged a part of its assets. Information on
pledged assets and financial risk is presented in Note 29 and Note 27 to the audited annual financial
statements for the year ended on the 31st of December 2012 The Company controls and fulfils the
bank's requirements on index sizes as well as the additional requirements.

Environmental Risk Factors

There were no limitation or suspension of production activities due to damage to the environment.
There were no other ecologic risk factors or accidents. Recyclng materials the Company sorts and
sends for recycling or disposal. Waste in the branch office are collected and treated in own biologic
treatment facilities. Every year the Company executes an agreement on management of package
waste, In 2012 the incurred expenses for waste management amounted to LTL 1,006.9 thousand.
Such expenses may increase having taken into consideration production extents and the goals of
package waste use and processing, most liely the amount of recycled waste will continuously grow.
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Technical —Technological Risk Factors

Since a part of the Company’s technologic machinery is depreciated, particular attention is paid
to renewal of the machinery, development of technological processes and improvement of
product quality for the purpose of eliminating technical risk factors.

Social Risk Factors

Employees of the Company constantly keep on improving their qualification at different
courses, workshops, and study at higher schools. In the labour market there is lack of qualified
employees and skilled specialists which would match the Company's requirements. At the
moment there are no vacancies in the Company. The Company pays salaries and wages in
timely manner. Proper and safe working conditions are ensured for the employees.

Information on other risk factors is presented in Note 27 to the audited annual financial
statements for the year ended on the 3 1st of December 2012.

Employees

Average number of employees

[ -Iﬁdices ' January — becember. 2012 | January — December, 2011 }
| Number of employees 142 ] 9 -
Average number of employees decreased by 4.7 percent afier achieving higher efficiency of
manufacturing processes and administrative employees' performance.

Average monthly salary of employees

January — December, 2012 ] January — December, io '171 o
Empleyees Number ason | Average monthly | Number as on Average monthly
31-12-2012 salary (in LTL) 31-12-2011 salary (in LTL)

- Managers (directors) 3 14,869 B 3 12,032
Specialists and white-collar 56 3,130 ‘ 57 3,135
workers i - | -
Blue-collar workers 80 1,666 90 1,535 ]
Total 139 2374 150 2328 |

The Company pays salaries and wages in timely manner. Salaries vary depending on employee
position, responsibility, work quality and job offer and demand in the market. The applied
financial encourgement system evaluates the contribution of every employee on the Company
Performance Results. Social guarantees of the employees are provide in Collective Agreement.
In employment contracts or collective agreement there are no special rights or obligations
intended for the employees of the Company or a part of them.
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Employee distribution by education

ol

| Employees ‘ Numberason | Number as on

| ploy 31-12-2012 | 31-12:2011

| With higher education | 58 | 47 |
| With post-secondary education B 55| 40 |
! With higher secondary or vocational secondary education | 46 | 63 |
Total | ) | 139 | 150 |

The basis of successfull operation of the company are creative, constantly developing
employees, who are not afraid of responsibility and look for new work methods and efficient
solutions. Personnel are constantlyimproving their qualification at different courses and
workshops, designated for raising employeequalification and knowledge in the areas of finance,
marketing, exports, etc.

Aiming to create greater value to the client and increase the competitive advantage the
Company has started implementing LEAN production management system. Efficent process
management can be only ensured by continuously developing individuals. During training and
education process, the the emplyees are certified for education and development programs they
have completed, and are rewarded for suggestions and ideas which bring economic benefit to
the Company.

Research and Development Activities

Development of new products (beverages and recipes) is a continuous part of the Company’s
activities. The Company regularly carries out experimental development projects involving
experimental tests based on internal studies and experience of its employees. It keeps on further
developing the production of flavoured vodkas and bitters. Most attention is paid to the
development of traditional vodka and improvement of its taste. The products of the Company,
which hold deep Lithuanian traditions of production, have received numerous awards for
exceptional quality and recipes. Significant achievements in development of new products are
rewarded with medals gained at different fairs and exhibitions.

Environmental Protection

The Company carries out its production activities in accordance with the Integrated Pollution
Prevention and Control Permit. The Company ftries to reduce negative impact on the
environment, implements pollution prevention means, which assure that performed activities
have no negative impact on the air, water, and soil. The Company always monitors its activity
indices, plans and implements investments to enable reducing production and operating costs,
energy consumption, and improving the environmental condition.

Key sources of pollution at the Company’s branch Obeliai distillery are boiler-room and ethyl
alcohol production shop. The boiler-room produces steam needed for the technological process,
provides thermal power to production and domestic facilities. Waste and sewage that is formed
during the production process are collected and purified in the Company’s own purification
facilities. To improve the control over the work of sewage purification facilities, regularly
carries out control tests. The program of monitoring underground waters of the water body is
carried out.
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Natural gas is used in the technological process of production facilities in Vilnius. Production, domestic
and surface sewage gets into sewerage networks of UAB Vilniaus vandenys. Waste of all kinds that is
formed in the Company (glass, metal, paper, cardboard, plastic and etc.) are sorted and delivered to waste
management companies.

Hazard and risk anaiysis has been carried out, accident prevention means and accident liquidation plan
have been prepared. The Company’s buildings have been assessed and marked in accordance with the
general fire-prevention rules.

The company declares the amount of natural water resources used and pollutants emitted from mobile and
static sources of pollution. In 2012 the tax amounting to LTL 29.4 thousand was imposed for pollution of
environment from mobile and static sources of pollution and LTL 21.8 thousand for usage of the national
natural resources (water),

Internal control and quality system

The purpose of the Company's control system is ensuring the implementation of the Company's aims and
objectives in a way that the Company could reach long-term profitability and would create reliable
financial and management accountability system.

The intemmal contro] of the Company is a dynamic process the purpose of which is to guarantee that the
Laws, Legal instruments and rules accepted by the Company are followed, proper methods of protecting
the Company's property are implemented, mistakes are avoided and any abuse is revealed. The process
has three stages:

- setting standards and norms;

- comparison of factual and estimated data;

- making decisions afler having analysed the data.

The organisational structure clearly defines the functions of the employees and their accountability for the
quality of work. The current accounting management system ensures right accounting of the data and the
control. Systemic and instantaneous inventory performed at the Company ensures protection of assets
from unauthorised use or embezzlement. The management ensures that the employees of financial
division have appropriate expertise, experience and most recent knowledge relevant for preparation of
reliable financial accounts.

The management always aims that the internal control system would accelerate the management
processes and would help manage the business risk.

The Company has implemented the quality management system ISO 9001:2000. After the
implementation of ISO 9001:2000 standard, the Company is a solid and reliable partner in the foreign
markets. The Company is oriented to the long-term goals and quality. The clients are trusting the products
and quality of work more. The employees clearly understand the aims and tasks that are assigned to them,
and their set positions.

Production management system LEAN facilitates creating greater value to the client and increase the
competitive advantage by using fewer resources. Having eliminated the exisitng losses. timely execution
of orders, better usage of current assets has been ensured, and the employees are involved in constant
process of improvement and efficiency increase.
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Business Plans and Forecasts

In 2012 sales revenue increased by 36.2 percent and amounted to LTL 55.9 Million (in 2011 —
LTL 41.1 Million).

The greatest effect had increased the ethyl alcohol. The alcoholic beverages sales had increased in
local market (by 15.7 %) and in the EU and the third countries (by 36.0 %).

Over the nine months of 2012, Lithuanan vodka market did not chantes (if compared with the
situation in 2011}, and it increased durting the last quarter. In 2013, an insignificant growth of
alcohol market is expected. Black (grey) economy which is over 30 percent of national stringa
alcohol market, impedes higher growth of internal market. The major growth is anticipated from
export markets.

In 2012, the Company exported its produce to Almos 20 countries: China, USA, Vietnam,
Israel, Marocco, Spain, France, Scandinavian countries, Bulgaria, Poland, Latvia, Estonia,
Spain, etc. Such brands as Shotka vodka, Litvak vodka, Renaissance brandy, etc. have
sucessfully enhanced their position in tiese. In 2013, up to 90 percent growth of alcoholic
product sales is anticipated in the EU and third coutntries. It is planned to develop sales
geography and increase sales in existing markets.

Growth of sales in Lithuanian market was mostly influenced by the renewal of Bajory Jodka
brand. This allowed increasing this brand market share from 4.0 percent up to more than 7.0
percent. According to the data of the Company, AB Viniaus degtiné occuppies 24 percent of the
total national vodka market, and this result is by 2 percent higher than in 2011.

Reviving of the mahor part of alcohol beverages range in the local market is planned in 2013.

During the third quarter of 2012, implementation of the Project “Using distillery refuse (broga)
for the production of electric power* finished. Even in 2012, the 1.8 Million kWh Electric
power was anticipated to be produced. In 2013, it is planned to produce over 4 Million kWh.

Anticipated indicators of 2013:

transmission revenues will increase by 12 percent, i.e. LTL 62,5 Million;
profit net of tax LTL 1.5 Million;

- alcoholic beverages sales — by 9 Million litres or 12 percent higher than in 2012.

Events after the Reporting Period

After the reporting period there were no events which could influence the financial results of the
Company.

Director General
Juozas Dauny

Vilnius,
15 March 2013
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Report of AB Vilniaus Degtiné on the compliance with the Corporate Governance Code for the

Companies Listed in stock exchange .,,NASDAQ OMX Vilnius* in 2012.

Following part 3 of article 21 of the Law on Securities of the Republic of Lithuania and
paragraph 24.5 of the Listing Rules of stock company ,.NASDAQ OMX Vilnius“, stock
company Vilniaus Degtiné reveals in this report on how it complies to the Corporate Code of
Governance approved by stock company  ,NASDAQ OMX Vilnius* for the companies whose
stock is traded in the regulated market, and specific provisions thereof. If the present Code or
some of its provisions are not followed, it is specified which exact provisions are not followed

and what are the reasons for that.

PRINCIPLES/ RECOMMENDATIONS

YES /NO
/TRRELEVANT

COMMENT

Principle I: Basic provisions

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

time shareholder value.

I.l. A company should adopt and make public the company’s
development stralegy and objectives byclearly declaring how the
company inlends to meel the interests of its shareholders and optimise
shareholdervalue.

Yes

The governance system of the stock
company Vilniaus Degtingé ensures
that all information aboul material
events of the company, financial
results, activities and development
prospects is disclosed on a timely
basis and accurately as provided for
by the provisions of the law, and the
information is also posied on the
website of the company and in other
sources.

1.2. All management bodies of a company should act in furtherance of
the declared stralegic objectives inview of the need 1o optimise
shareholder value.

Yes

The activities of all management
bodies of the company are focused on
creating value for the shareholders
and client. providing high-quality
products to the consumers.

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

Yes

The supervisory board, the board and
the head of the company work in
close cooperation when resolving
various issues arising in lhe
company, held joint discussions on
particularly important issues in order
to find the most oplimal solutions
ensuring maximum benefil for the
company.

1.4, Company’s supervisory and management bodies should ensure that
the rights and interests of persons other than the company’s shareholders
{e.e. employees, creditors, suppliers. clients, local community),
participating in or connecled with the company’s operation. are duly
respected too.

Yes

Management bodies of the company
ensure that the rights of all interested
parties {stakeholders) are respected.
Quality management system (ISO
9001) has been implemented in the
company; a labour council is elecled
in the company lo represent the
interests of the employees. There is
mutually beneficial cooperation with
suppliers and clients; temms and
provisions of the contracts are strictly
followed.
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Principle II: The corporate governance framework

The corporate governance framework should ensure the strategic guidance of the company, the effective oversight of the
company’s management bodies, an 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 general shareholder meeting and the chief
execulive officer, it is recommended that a company should setup both a
collegial supervisory body and a collegial management body. The setting
up of collegial bodies for supervision and management facilitates clear
separalion 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.

Yes

The  company  follows  this
recommendation; il has the following
supervisory and management bodies:
general shareholder meeting,
supervisory board, board and the
head of the company. Regular board
meetings and supervisory board
meetings, discussion of the most
important issues of the company
ensure  effective  supervision of
company’s activities.

2.2. A collegial management body is responsible for the stralegic
management of the company and performs other key lunctions of corporate
govemnance. A collegial supervisory body is responsible for the effective
supervision of the company’s management bodies.

Yes

The collegial management body of
the company is the board, collegial
supervisory body - supervisory
board.

2.3. Where a company chooses to form only one collegial body, it is
recommended thal it should be asupervisory body, i.e. the supervisory
board. In such a case, the supervisory board is responsible for theeffective
moniloring of the functions performed by the company’s chief executive
officer.

Irrelevant

The company has both supervisory
board and the board.

2.4. The collegial supervisory body to be elected by the general shareholder
meeting should be set up and should act in the manner defined in Principles
1T and TY. Where a company should decide nol to sel up a collegial
supervisory body bul rather a collegial management body, i.e. the board,
Principles 11T and TV should apply 1o the board as long as thal does not
contradict the essence and purpose of this body.

This recommendation is observed
when the provisions of principles I1I
and IV are applied in formation of the
supervisory board of the company
(and the board to the exlent il is
possible) or evaluation of its
activities.

2.5, Company’s supervisory and management hodies should comprise such
number of board (executivedirectors) and supervisory (non-cxecutive
directors) board members that no individual or small group ofindividuals
can dominate.

Yes

The supervisory board of the
company consists of three persons:
the board consists of five persons.

2.6. Non-executive directors or members of the supervisory board should
be appointed for specified terms subject to individual re-election, at
maximutn intervals provided for in the Lithuanian legislation with a view (o
ensuring necessary development of professional experience and sufficiently
frequent reconfirmation of their stalus. A possibility 1o remove themn
should also be stipulaied however Lhis procedure should not be easier than
the removal procedure for an executive direclor or a member of the
managemenl board.

Yes

The supervisory board and the board
are elecled for a term of 4 years;
according 1o the Articles of
Association of the issuer, it is not
prohibited (o re-elect these persons.

2,7. Chairman of the collegial body elecied by the general shareholder
meeling may be a person whosecurrent or past office constitutes no
obstacle to conduct independent and impartial supervision. Where a
company should decide not to set up a supervisory hoard but rather the
board, il is recommended that thechairman of the board and chief executive
officer of the company should be a different person. Former company's
chief executive officer should nol be immediately nominated as the
chairman of the collegial body elected by the general shareholder meeting.
When a company chooses to departure from these recommendations. i
should fumish information on the measures it has taken to ensure
impartiality of the supervision.

Yes

The company partly follows this
recommendation (the head of the
supervisory board has never been the
head of the company, but the
chairman of the board has been the
head of the company).

The chairman of the supervisory
board  represents the  main
shareholder of the company and is
not related  with  day-lo-day
operations of the company.
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Principle 1II: The procedure of the formation of a collegial body to be elected by a general shareholder meeting

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

and its management bodies.

3.1. The mechanism of the formation of a collegial body to be elected by a
general shareholder meeting(hereinafier in this Principle referred to as the
‘collegial body") should ensure objective and fair monitoring of the
company's management bodies as well as representation of minorily
shareholders.

Yes

Information aboul the candidates to
the members of collegial bodies of
the company is publicly available,
but the controlling shareholder can
propose the pgeneral sharcholder
meeting to recall members of
collegial bodies at its own discretion.
Members of collegial bodies do not
receive remuneration from the
company’s funds.The members of
coilegial bodies are not remunerated
from the funds of the Company.

3.2. Names and surmames of the candidales to become members of a
collegial body, information aboul theireducation, qualification, professional
background, positions taken and potential conflicls of interest should be
disclosed early enough before the general shareholder meeting so that the
shareholders would have sufficient time to make an informed voling
decision. All factors affecting the candidate’s independence, the sample list
of which is set out in Recommendation 3.7, should be also disclosed. The
collegial body should also be informed on any subsequent changes in the
provided information. The collegial body should, on yearly basis, collect
data provided in this item on its members and disclose this in the
company’s annual report.

Yes

The company collects Lhe
information about the official dulies
of the members of collegial bodies
and their participation in the
operalions of other companies. This
information is regularly revised and
updated and it is made publicly
available through the reports of the
company.

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 compelences relevanl to hissher service on the
collegial body. In order sharcholders and invesiors are able to ascerlain
whether member’s compelence is further relevant, the collegial body
should, in ils annual report, disclose the information on its composition and
particular competences of individual members which are relevant to their
service on the collegial body.

Yes

Detailed  information on  the
education, professional experience,
ete. of the candidales 1o the members
of the supervisory board is provided
to the shareholders’ meeting,

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

Yes

When electing the members of
collegial bodies of the company, il is
assured that the members have
appropriate qualificalions.

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

Yes

Members of the collegial bodies of
the  company  upgrade their
qualifications at various refresher
courses, special seminars where they
are updated on basic changes in the
regulations  applicable to  the
company's activities.

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

Members of the supervisory board of
the company only partly comply with
the independence criteria: vp till now,
the independence of the members of
the supervisory board was not subject
to assessmenl in the company.

3.7. A member of the collegial body should be considered to be
independent only if he is free of any business, family or other relationship
with the company, its controlling shareholder cr the manapement of either,

The Company does not follow this
recommendation of the Governance
Code because the members of the
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that creates a conflict of interest such as to impair his judgment. Since all supervisory board are employees of
cases when member of the collegial body is likely to become dependant are the controlling sharcholder, of
impossible to lisl, moreover, relationships and circumstances associated Company’s or associated companies.

with the determination of independence may vary amongsl companies and
the best practices of solving this problem are yel 1o evolve 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 crileria for idenlifying whether a member of the
collegial body can be considered 1o be independent are the following:

1) Hefshe is nol an execulive direclor or member of the board (if a
collegial body elected by the general shareholder meeting is the
supervisory board) ol the company or any associaled company
and has not been such during the last five years;

2) He/she is not an employee of the company or some any company
and has not been such during the lasi threc years, except for
cases when a member of the collegial body does not belong to
the senior management and was elecled 1o the collegial body as a
representative of the employees;

3} He/she is not receiving or has been nol receiving significant
additional remuneration from (he company or associated
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 syslems; it
does not include compensation payments for the previous office
in the company {provided hat such payment is no way relaled
with later position) as per pension plans (inclusive of deferred
compensations);

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

5) Hefshe does not have and did nol have any material business
relations with the company or associaled company within the
past year directly or as a partner, shareholder, director or superior
employee of the subject having such relationship. A subject is
considered (o have business relations when it is a major supplier
or service provider (inclusive of financial, legal, counselling and
consuiting services), major clienl or organizalion receiving
significant payments [rom the company or its group;

6} He/she is not and has not been, during the last three years, partner
or employee of the current or former external audit company of
the company or associated company:

7) He/she is not an executive director or member of the board in some
other company where execulive direclor of the company or
member of the board {if the supervisory board is a collegial body
elected by the pgeneral sharcholder meeting) is non-executive
director or member of the supervisory board, hefshe may not also
have any other material relationships with execulive directors of
the company that arise from their participation in activities of
other companies or bodies;

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

9) Hefshe is not a close relative 10 an executive direclor or member of
the board (if a collegial body elected by the general shareholder
meeling is the supervisory board) or lo any person lisied in above
items 1 to 8. Close relative is considered to be a spouse
(common-law spouse), children and parents.

3.8. The determination of what constitules independence is fundamenlally
an issue for the collegial body itself to determine. The collegial body may
decide that, despite a particular member meets all the criteria of
independence laid down in this Code, he cannot be considered independent
due to special personal or company-related circumstances.
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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 1o be independent should be disclosed. When a person is
nominated (o become a member of the collegial body, the company should
disclose whether it considers the person to be independent. When a
particular member of the collegial body does not meel one or more criteria
of independence set oul in this Code, the company should disclose its
reasons for nevertheless considering lhe member o be independent. In
addition, the company should annually disclose which members of Lhe
collegial body il considers 1o be independent.

No

Up till now, the independence of the
members of the managemenl bodies
was not subject lo assessment and
disclosure in the company.

3.10. When one or more criteria of independence sel out in this Code has
not been met throughout the year, the company should disclose ils reasons
for considering a particular member of the collegial body 10 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 (heir independence
periodically re-confirmed.

The company regularly discloses the
relations of the supervisory board and
the board with the company in its
periodic reports, although, up till
now, the independence of the
members of the collegial bodies was
nol subject to assessment and
disclosure in the company.

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

Irrelevant

Members of collegial bodies do not
receive any remuneration from the
company's funds. (nol including the
information provided in Clause 3
Company Management).

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

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

4.1. The collegial body elected by the general shareholder meeting
{hereinafter in this Principle referred 10 as the ‘collegial body’) should
ensure integrity and transparency of the company’s financial sialements and
the conlrol sysiem. The collegial body should issue recommendations to the
company’s management bodies and monitor and control the company’s
management performance.

Yes

Supervisory board elected in the
company shall submil Lo the general
sharcholder meeling comments and
proposals regarding the annual
financial statements, profit
distribution plan and  annual
stalement of the company, also carry
oul other funclions within Lhe
competence of supervisory board. At
the regular meetings of supervisory
board and board, the administration
of the company reporls aboul ils
aclivities.

4.2, Members of the collegial body should act in good faith, with care and
responsibility for the benefil and in the interests of the company and ils
sharcholders with due regard to the interests of employees and public
welfare. Independent members of the collegial 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 might
compromise their independence, and (c) clearly express their objections
should a member consider that decision of the collegial body is against the
interests of the company. Should a collegial body have passed decisions
independent member has serious doubts about, the member should make
adequate conclusions. Should an independent member resign [rom his
office, he should explain the reasons in a letter addressed to the collegial
body or audit commillee and, if necessary. respective company not-
pertaining body (institution).

According 1o the information
available lo the company, all
members of collegial bodies act with
good will in respecl of the company,
considering the interests of the
company rather than those of their
own or third parties.

4.3. Each member should devote sufficient time and attention to perform
his duties as a member of the collegial body. Each member of the collegial
body should limil other professional obligations of his (in paricular any
directorships held in other companies) in such a manner they do not
interfere with proper performance of dulies of a member of the collegial
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 throughow the financial
year of the company, shareholders of the company should be notified.

Yes

Members of collegial bodies dedicate
enough time and allention for
resolving company’s issues, lake part
in all the meetings held by the
collegial body.
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4.4, Where decisions of a collegial body may have a different effect on the
company’s shareholders, the collegial body should treal all sharcholders
impartially and fairly. should ensure thal shareholders are properly
informed on the company’s affairs, siralegies, risk management and
resolution of conflicls of inleresi. The company should have a clearly
established role of members of the collegial body when communicating
with and commilting io sharcholders.

Yes

Members of the management bodies
of the company follow (he principles
of  communication with the
shareholders established by the Jaws
and, before making decisions that are
of great importance to the company,
consider the effect they will have on
the shareholders and present the main
information about company malters
in the periodic reports.

4.5. It is recommended that transactions {excepl insignificant ones due to
their low value or coneluded when carrying out routine operations in the
company under usual conditions), concluded between the company and its
shareholders, members of the supervisory or managing bodies or other
natural or legal persons thal exert or may exert influence on the company’s
management should be subject to approval of the collegial body. The
decision concerning approval of such transactions should be deemed
adopted only provided the majority of the independent members of the
collegial body voled for such a decision.

Yes

The management bodies of the
company conclude and approve
transactions following the
requirements of the laws and the
Articles of Association of the
company, observing the principle of
acling 1o the benefit of the company.

4.6. The collegial body should be independent in passing decisions thal are
significant for the company’s operations and strategy. Taken separately, the
collegial body should be independent of lhe company’s management
bodies. Members of the collegial body should act and pass decisions
without an oulside influence from the persons who have elected it.
Company should ensure that the collegial body and ils commiltees 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 seek independent legal,
accounting or any other advice on issues perlaining lo the compelence of
the collegial body and its commiltees.

Yes

Collegial managemeni body, mostly
dependent on the main shareholder
operating in a similar business,
makes decisions only based on the
best inlerests of the company.,

4.7. Activities of the collegial body should be organized in a manner that
independent members of the collegial body could have major influence in
relevant areas where chances of occurrence of conflicts of interest are very
high. Such areas lo be considered as highly relevant are issues of
nomination of company's direclors, determination of directors’
remuneration and control and assessment of company’s audit, Therefore
when the mentioned issues are altributable to the competence of the
collegial bedy, it is recommended that the collegial body should establish
nomination, remuneration, and audit commiltees. Companies should ensure
that the functions attribulable to the nomination, remuneration, and audit
commiltees are camried out. However they may decide to merge these
functions and set up less than three committees. In such case a company
should explain in detail reasons behind the selection of alternative approach
and how the selected approach complies with the objectives set forth for Lhe
lhree different commiltees. 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
meets composition requirements advocated for the commiltees and that
adequate information is provided in this respect. In such case provisions of
this Code relating to the commiltees of the collegial body (in particular
with respect to their role, operation, and transparency) should apply, where
relevant, to the collegial body as a whole.

No

The company does not follow this
recommendalion because,
considering the size and structure of
the company, no appointment, salary
commiliees are formed in the
company. The audil functions are
performed by Company's supervisory
board.

4.8. The key objective of the commillees is to increase efficiency of the
activities of the collegial body by ensuring thal decisions are based on due
consideration, and to help organize its work with a view 10 ensuring that the
decisions it takes are [rec of material conflicts of interest. Commitiees
should present the collegial body with recommendalions concemning the
decisions of the collegial body. The recommendation on crealion of
commitlees is not intended, in principle, Lo constriel the competence of the
collegial bedy or to remove the malters considered from the purview of the
collegial body itself. The collegial body remains fully responsible for the
decisions taken in its field of competence.

Irrelevant

The company does not follow this
recommendation because,
considering the size and structure of
the company. no appointment, salary
committees are formed in the
company. The audil functions are
performed by Company's supervisory
board,
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4.9. Commitiees established by the collegial body should normally be
composed of at least three members. In companies have a small number of
members of the collegial body, Lhey could exceptionally be composed of
the collegial body. Independent members of the collegial body should make
the majority of members of each committee. In cases when the company
chooses nol to set up a supervisory board, remunecration and audit
commiltees should be entirely comprised of non-executive direciors.

No

The company does not follow this
recommendation because,
considering the size and structure of
the company, no appointment, salary
commilteces are formed in the
company. The audit functicns are
performed by Company's supervisory
board.

4.10. Authority of each of the commillees should be determined by the
collegial body. Commitiees should perform their duties in line with
authority delegated to them and inform the collegial body on their aclivities
and performance on regular basis. Authority of every commiliee stipulating
the role and righis and duties of the commitiee should be made public at
least once a year (as part of the information disclosed by the company
annually on its corporate governance structures and practices). Companies
should also make public annually a statement by existing committees on
their composition, number of meetings and attendance over the year, and
their main activities. Audit committee should confirm that it is satisfied
with the independence of the audit process and describe briefly the aclions
it has taken to reach this conclusion.

No

The company does not follow this
recommendation because,
considering the size and structure of
the company, no appointment, salary
committees are formed in the
company. The audit functions are
performed by Company's supervisory
board.

4_11. In order to ensure independence and impartiality of the commiltees,
members of the collegial body thal are not members of the commitiee
should commonly have a right to parlicipale in the meelings of the
committee only if invited by the commitlee. A commitiee may invite or
demand participation in the meeting of particular officers or experts.
Chairman of each of the commiltees should have a possibility to maintain
direct communication with the shareholders. Evenis when such are to be
performed should be specified in the regulations for committee activities.

The company does notl follow this
recommendation because,
considering the size and structure of
the company, no appointment, salary
committees are formed in (he
company. The audit functions are
performed by Company's supervisory
board.

4.12. Nomination Commiltee.

4.12.1. Key functions of the Nomination Commiltee should be the
following:

1} Identify and recommend, for the approval of the collegial body,
candidates to fill board vacancies. The nomination committee 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 committee can also consider candidates Lo
members of the collegial body delegated by the sharcholders of the
company;

2) Assess on repular basis the structure, size, composition and
performance of the supervisory and management bodies, and make
recommendalions lo the collegial body regarding the means of achieving
necessary changes;

3) Assess on regular basis the skills, knowledge and experience of
individual directors and report on this to the collegial body:

4) Properly consider issues related (o succession planning;

5) Review the policy of the management bodies [lor selection and
appointment of senior management.

4.12.2. Nomination committee should consider proposals by other pariies,
including management andshareholders. When dealing with issues related
Lo executive directors or members of the board (if a collegial body elected
by the general shareholder meeting is (he supervisory board) and senior
management, chief execulive officer of the company should be consulted
by, and entitled to submit proposals (o the Nomination commiltee.

No

The company does nol follow this
recommendation because,
considering the size and structure of
the company. no appointment, salary
committees are formed in Ihe
company. The audit functions are
performed by Company's supervisory
board.

4.13. Remuneration Commiltee.

4.13.1. Key functions of the Remuneration Commiitee should be the
following:

No

The company does not follow this
recommendalion because,
considering the size and structure of
the company, no appointment, salary
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commiltees are formed in the
company. The audit [unctions arc
performed by Company's supervisory
board.

1) Make proposals, for the approval of the collegial body, on the
remuneration policy for members of management bodies and executive
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 the relaled objectives and
evaluation crileria, with a view Lo properly aligning the pay of executive
direclor and members of the management bodies with the long-term
interests of the shareholders and the objectives set by the collegial body:

2) Make proposals Lo the collegial body on the individual remuneration
for execulive direclors and member of management bodies in order their
remunerations are consistent with company’s remuneralion policy and
the evaluation of the performance of these persons concerned. In doing
s0, the commiltee should be properly informed on the total compensation
obtained by executive directors and members of the management bodies
from the affiliated companies;

3) Ensure that remuneration of individual execulive directors or
members of management body is proportionate to the remuneration of
other executive direclors or members of management body and other
slaff members of the company.

4} Periodically review the remuneration policy for execulive directors or
members of management body, including the policy regarding share-
based remuneration, and its implementation.

5) Make proposals to the collegial body on suvilable forms of conlracis
for executive directors and members of the management bodies;

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

7) Make peneral recommendations to the execulive direclors and
members of the management bodies on the level and structure of
remuneration for senior management (as defined by the collegial body)
with regard to the respective information provided by the executive
directors and members of the management bodies.

4,13.2. With respecl 1o stock options and other share-based incentives
which may be granted to directors or other employees, the committee
should:

1} Consider general policy regarding the granting of the above
menlioned schemes, in particular stock options, and make any related
proposals Lo the collegial body:

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

3) Make proposals to the collegial body regarding the choice between
granting oplions to subscribe shares or granting options to purchase
shares, specifying the reasons for its choice as well as the consequences
that this choice has.

4.13.3. Upon resolution of the issues atiributable to the compelence of the
remuneration commiitee, thecommiltee should at least address the chairman
of the collegial body and/or chiel executive officer of the company for their
opinion on the remuneration of other executive direclors or members of the
management bodies.

4.13.4. The remuneration committee should reporl on the exercise of ils
functions 1o the shareholders and bepresent at the annual general meeting
for this purpose,
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4.14. Audit Commitiee,
4.14.1. Key funciions 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 consisiency of the
accounting methods used by the company and ils group (including the
criteria for the consolidation of the accounts of companies in the group):

2) At least once a year review Lhe syslems of intemal control and risk
management 1o ensure Lhat the key risks (inclusive of the risks in relation
with compliance wilh existing laws and regulations) are properly
identified, managed and reflected in the informalion provided;

3) Ensure the efficiency of the internal audit function, among other
things, by making recommendations on Lhe selection, appoiniment,
reappoiniment and removal of the head of the intemal audit department
and on the budget of the department, and by moniloring the
responsiveness of the management to its findings and recommendations.
Should there be no internal audil authority in the company, the need for
one should be reviewed at least annually;

4) Make recommendations to the collegial body related with selection,
appointment, reappointment and removal of the external anditor (to be
done by the general sharcholder meeting} and with the terms and
conditions of his engagemenl. The commitiee should investigale
situations thal lead to a resignation of the audit company or auditor and
make recommendations on required actions in such situations;

5) Monitor independence and impartiality of the extermal auditor, in
particular by reviewing the andit company’s compliance with applicable
guidance relating to the rolation of audit partners, the level of fees paid
by the company, and similar issues. In order to prevent occurrence of
material conflicts of interesl, the commillee, based on the auditor's
disclosed inter alia dala on all remunerations paid by the company to the
auditor and network, should at all times monitor nature and exlent of the
non-audil 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 policy
establishing lypes of non-audit services that are (a) excluded, (b}
permissible only after review by the commiltee, and {c) permissible
without referral 1o the committee;

6) Review efficiency of the external audit process and responsiveness of
management to recommendations made in the extemal audilor’s
management letter.

4.14.2. All members of the commitice should be fumished with complele
information on particulars ol accounting, financial and other operations of
the company. Company’s management should inform the audit committee
of the methods vsed to account [or significant and unusuval 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 centres and/or activities carried out through spccial purpose
enterprises (organizations) and justification of such operations.

4.14.3. The audit commitiee should decide whelher participation of the
chairman of the collegial body, chief executive officer of the company.
chief financial officer {or superior employees in charge of finances,
treasury and accounting), or internal and extemnal auditors in the meetings
of the committee is required {if required. when). The commiltee should be
entitled, when needed, to meel with any relevant person without execulive
directors and members of the management bodies present.

4.14.4. Intemnal and exiemal auditors should be secured with not only
effeclive working relationship with management, but also with [ree access
to the collegial body. For this purpose the audit committeeshould act as the
principal contact person for the internal and exlernal auditors.

Yes

The functions of audit commitiee are
performed by the Company's
supervisory board.
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4.14.5. The audit committee should be informed of the internal audilor’s
work program, and should be furnished with intermal audit’s reports or
periodic summaries. The audit commillee should also be informed of the
work program of the external auditor and should be furnished with report
disclosing all relationships between the independeni audilor and the
company and its group. The commiitee should be timely fumished
information on all issues arising from the audil,

4,146, The audit commiltee should examine whether the company is
following applicable provisions regarding the possibility for employees to
report alleged significant irrcgularities in the company, by way of
complaints or through ancnymous submissions (normally to an independent
member of the collegial body), and should ensure thal there is a procedure
established for proportionale 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 collegial
body at least once in every six months, at the time the yearly and half-
yearly statements are approved.

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 orpanizalion and ability 1o act as a group, evaluation of
each of the collegial body member’s and commitlee’s competence and
work efficiency and assessment whether the collegial body has achieved its
objectives, The collegial body should, at least once a year, make public (as
part of the informalion Lhe company annually discloses on ils management
structures and practices) respective information on ils intemal organization
and working procedures, and specify what material changes were made as a
result of the assessment of the collegial body of its own activities.

No

The company does nol have an
established praclice of cvaluating and
informing aboul the activities of the
management bodies.

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

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 supcrvisory and management bodies (hereinafter in
this Principle the concepl *collegial bodies® covers both the collegial bodies
of supervision and the collegial bodies of management) should be chaired
by chairpersons of these bodies. The chairpersen of a collegial body is
responsible for proper convocation of the collegial body meetings. The
chairperson should ensure that information about the meeling being
convened and its agenda are communicated to all members of the body.
The chairperson of a collegial body should ensure appropriale conducting
of the meetings of the collegial body. The chairperson should ensure order
and working atmosphere during the meeting,

Yes

Collegial supervisory and
manapement bodies of the Company
are managed by the chairmen of these
bodies. The chairperson of a collegial
body is responsible for proper
convocation of the collegial body
meetings.

5.2, It is recommended that meetings of the company’s collegial bodies
should be carried out according lo the schedule approved in advance at
certain intervals of time. Each company is free to decide how ofien to
convene meetings of the collegial bodies, but it is recommended that these
meetings should be convened al such intervals, which would guarantee an
interrupted resolution of the essential corporate govermnance issues.
Meetings of the company’s supervisory board should be convened at least
once in a quarter, and the company’s board should meel al leasi once a
month,

Yes

The procedure of the meetings of the
supervisory and management bodies
is nol strictly defined; when needed,
meetings are called on a short notice.

5.3. Members of a collegial body should be notified about the meeting
being convened in advance in order to allow sufficient time for proper
preparation for (he issues on the agenda of the meeting and to ensure
fruitful discussion and adoption of appropriate decisions. Alongside with
the notice about the meeling being convened, all the documents relevant to
the issues on the agenda of the meeting should be submitied to the members
of the collegial body. The agenda of the meeting should not be changed or
supplemenled during the meeting. unless all members of the collegial body
are present or certain issues of greal importance o the company require
immediaie resolulion.

The members of the managemenlt
bodies are properly notified about the
convention of a meeting and supplied
with all material necessary for the
adoption of (he resolutions.
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5.4. In order to co-ordinate operaticn of the company’s collegial bodies and
ensure effeclive 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 govemnance. Members of the company s board should
be frec to attend meetings of the company’s supervisory board, especially
where issues concemning removal of the board members, their liabilily or
remuneration are discussed.

Yes

The  chaimmen  of  collegial
supervisory and management bodies
of the company agree among
themselves about Lhe date and agenda
of the meelings Lo be convened and
work in close cooperation when
adopling resolutions that are of high
imporiance 1o the company.

Principle VI: The equitable treatment of shareholders and shareholder rights

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

6.1. It is recommended that the company’s capital should consist only of
the shares thal grani lhe same rights to voling, ownership, dividend and
other rights 1o all their holders.

Yes

Ordinary registered shares, which
form the statutory capital of the
company, grant equal rights 1o all the
shareholders of the company.

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

Yes

The company does nol issue new
shares.

6.3. Transactions thal are important to the company and its shareholders,
such as transfer, investment, and pledge of the company’s assels or any
other type of encumbrance should be subject 1o approval of the general
sharcholder meeting. All shareholders should be furnished with egual
opportunity to familiarize with and participate in the decision-making
process when significant corporate issues, including approval of
transactions referred to above, arc discussed.

Yes

All transactions thal are important Lo
the company and its shareholders are
being approved by the general
shareholder meeting (the Articles of
Associalion of the company establish
the criteria for important
transactions). All the shareholders are
provided with equal opporiunities to
get acquainted and participate in
adopting important decisions.

6.4. Procedures of convening and conducting a general shareholder meeting
should ensure equal opportunities for the shareholders to effectively
participate at the meetings and should not prejudice the rights and inlerests
of the shareholders. The venue, dale, and time of the shareholders” meeling
should nol hinder wide attendance of the shareholders. Pror to the
shareholders’ meeting, the company’s supervisory and management bodies
should enable the shareholders lo lodge questions on issues on the agenda
of the general shareholder meeting and receive answers to them.

Yes

The procedures of convening and
conducting the pgeneral shareholder
meeting provide the shareholders
with equal opportunilies 1o take parl
in a meeting. All the shareholders of
the company are given the possibility
to ask the members of supervisory
and management bodies questions on
the agenda of the general shareholder
meeting and receive answers to themn,

6.5. It is recommended thal documenis on the course of the general
shareholder meeting, including draft resolutions of the meeting, should be
placed on the publicly accessible website of the company in advance. It is
recommended that the minutes of the general shareholder meeting after
signing them and/or adopted resolutions should be also placed on the
publicly accessible website of the company. Seeking (o ensure the right of
foreipners 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
detrimental 10 the company or the company's commercial secrets are nol
revealed.

Yes

Documenis prepared for the general
shareholder meeting, including draft
resolutions thereof, are announced to
the public on the Company’s website.
All  information is presented in
Lithuanian and English.

6.6. Shareholders should be fumished with the opportunity to vole in the
general shareholder meeting in person and in absentia. Shareholders should
nol be prevented from voling in wriling in advance by completing the
general voling ballot.

Yes

The shareholders of the company can
participale in the shareholders’
meeting both in person and through a
proxy, provided the person has been
duly authorised. The company
provides the shareholders with the
possibility to vote by filling in a
general voting-paper, as provided for
by the Company Law.
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6.7. With a view to increasing the shareholders’ opportunities to participate
effectively at shareholder meetings. the companies are recommended to
expand use of modem technologies in voting processes by allowing Lhe
shareholders to wvole in general meetings via terminal equipment of
telecommunications.  In such cases securily of telecommunication
equipmend, text protection and a possibility to identify the signature of the
voting person should be guaranieed, Moreover, companies could furnish
its shareholders, especially foreigners, with the opporlunity 10 watch
shareholder meetings by means of modemn technologies.

Irrelevant

Up till now, there was no need to
implement this recommendation in
the company.

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.

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 silualion
did occur, a member of the company’s supervisory and management body
should, within reasonable time, inform other members of the same collegial
body or the company’s body that has elecled 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.

7.2. Any member of the company’s supervisory and management body may
nol mix the company’s assels, the use of which has not been mutually
agreed upon, with his/her personal assets or use them or the information
which he/she learns by virtue of his/her position as a member of a corporate
body for his/her personal benefit or for the benefil of any third person
without a prior agreement of the general shareholder meeting or any other
corporale body authorized by the meeting.

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

Yes

The company follows these
recommendations; the members of its
supervisory board and the board act
vpon these recommendations,

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

Yes

The company follows these
recommendations; the members of its
supervisory board and the board act
upon this recommendation in practice
or would act upon it in such situation
because they are acquainled with
these  provisions and  would
knowingly follow the
recommendation.

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 publicity and transparency both of company’s remuneration policy and remuneration of directors.

B.1. A company should make a public statement of the company’s
remuneration policy (hereinafier the remunerailion stalement). This
statement should be part of the company’s annual accounts. Remuneration
statement should also be posted on the company’s website,

No

The company does nol prepare
reporis on salary policy because it is
a confidential internal document of
the  company. The  peneral
information about the salaries paid 1o
the admnistralion members s
disclosed and average salary of the
company’s employees is specified by
categories in the annual statement.
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8.2, Remuneration stalement should mainly focus on directors’
remuneration policy for the following year and, if appropriate, the
subsequent years. The statement should contain a summary of the
implementation of the remuneration policy in the previous financial year.
Special attention should be given to any significant changes in company's
remuneration policy as compared to the previous financial year.

Yes

Information about the total amount of
the salary paid oul to the
admnistration members during the
year is made public every year
through Lhe reports.

8.3. Remuneration statement should leastwise include the following
information:

1} Explanation of relative importance of variable and non-variable
compenents of directors’ remuneration;

2) Sufficient information on performance crileria thal entitles directors to
share opticns, shares or variable components of remuneration;

3) An explanation how the choice of performance criteria contributes to
the long-term interests of the company:;

4} An explanation of the methods, applied in order to determine whether
performance criteria have been fulfilled;

5) Sufficient information on deferment periods with regard i variable
components of remuneration;

6) Sufficient information on the linkage between the remuneration and
performance;

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

8) Sufficient information on the policy regarding termination payments:

9) Sufficient information with regard to vesting periods for share-based
remuneration, as referred 1o in point 8.13 of this Code;

10) Sufficient information on the policy regarding retention of shares
afler vesting, as referred to in point 8.15 of this Code;

i 1} Sufficient informalion on the composition of peer groups of
companies the remuneration policy of which has been examined in
relation to the establishment of the remuneration policy of the company
concemed;

12) A deseription of the main characleristics of supplementary pension
or early retirement schemes for directors;

13) Remuneralion statement should not include commercially sensitive
informalion.

The supervisory and management
bedies of the company conclude and
approve  contracts  with  the
company's administration heads; the
contracts are confidential and not
publicly available.

8.4. Remuneration statement should also summarize and explain
company’s policy regarding the terms of the contracts executed 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, Lhe applicable notice
periods and details of provisions for lermination payments linked Lo early
lermination under contracts for executive directors and members of the
management bodies,

8.5. Remuneration statement should also contain detailed information on
the enlire amount of remuneration, inclusive of other benefits, that was paid
to individual directors over the relevanl financial year, This document
should list at least the information set out in items 8.5.1 (o 8.5.4 for each
person who has served as a director of the company at any time during the
relevanl financial year.

B.5.1. The following remuneration and/or emoluments-relaied information
should be disclosed:

No

The supervisory and management
bodies of the company conclude and
approve conlracls  with  the
company’s administration heads: the
contracts are confidential and not
publicly available.
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1} 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 shareholders
meeling;

2) The remuneration and advantages received from any underlaking
belonging to the same group;

3) 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 granied;

4) 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;

5) Compensation receivable or paid to each former executive director or
member of the management body as a resull of his resignation from the
office during the previous financial year;

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

8.5.2. As repards shares and/or rights Lo acquire share options and/or all
other share-incentive schemes, the following information should be
disclosed:

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

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

3) The number of share options unexercised at the end of the financial
year; their exercise price, the exercise dale and the main condilions for
the exercise of the rights;

4) All changes in the tlerms and conditions of existing share options
occurring during the financial year.

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

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

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

8.5.4, The statemenl should also state amounts thai the company or any
subsidiary company or entity included in the consolidated annual financial
report of the company has paid to each person who has served as a director
in the company at any time during the relevant financial year in the form of
loans, advance payments or guarantees, including the amount outstanding
and the interest rate.

8.6. Where the remuneration policy includes variable components of
remuneralion, companies should set limils on the variable component(s).
The non-variable component of remuneration should be sufficient to allow
the company to withhold variable components of remuneration when
performance criteria are not mel.

No

The company does not make the
salary policy publicly available
because it is a contidential internal
document of the company.

The Company does nol exercise the
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policy of using shares as a method of

8.7. Award of variable components of remuneration should be subject to ;
remuneration.

predetermined and measurable performance criteria.

8.8. Where a variable component of remuneration is awarded, a major pari
of the variable component should be deferred for a minimum period of
time. The part of the variable component subject to deferment should be
determined in relation to Lhe relative weight of the variable component
compared to the non-variable component of remuneration.

8.9. Contractual arrangements with executive or managing directors should
include provisions that permit the company to reclaim variable components
of remuneration that were awarded on the basis of data which subsequently
proved Lo be manifestly misstated,

8.10. Termination payments should nol exceed a lixed amount or fixed
number of years of annualremuneration, which should, in general, not be
higher than two years of the non-variable component ofremuneration or the
equivalenl thereof.

§.11. Termination payments should not be paid il the termination is due to
inadequate performance,

8.12. The informalion on preparatory and decision-making processes,
during which a policy of remuneration of directors is being established,
should also be disclosed, Information should include daia, if applicable, on
authorities and composition of the remuneration commitlee, names and
sumames of external consullanls whose services have been used in
determination of the remuneration policy as well as the role of
shareholders’ annual peneral mecting.

8.13. In case the remuneration is based on awarding shares, the shares
should not vest for at least three years afler their award.

8.14. Share oplions or any other right to acquire shares or to be
remunerated on the basis of share price movemenls should not be
exercisable for at least three years afier their award. Vesting of shares and
theright to exercise share options or any other right to acquire shares or to
be remunerated on the basis of share price movements, should be subject o
predetermined and measurable performance crileria.

8.15. Afer vesling, dircclors should retain a number of shares, until the end
of their mandate, subject to the need Lo finance any costs related to
acquisition of the shares. The number of shares to be retained should
befixed. for example, twice the value of total annual remuneration (the non-
variable plus the variable components).

8.16. Remuneration of non-executive or supervisory directors should not
include share options.

8.17. Shareholders, in particular institutional shareholders, should be
encouraged (o aliend general meetings where appropriate and make
considered use of their votes regarding directors’ remuneration.

8.18. Without prejudice to the role and organization of the relevant bodies
responsible for selting directors’remunerations, the remuneration policy or
any other significant change in remuneration policy should be included into
the agenda of the sharcholders® annval gencral meeting. Remuneraticn
statement should be pul for voting in shareholders” annual general meeting.
The vote may be either mandatory or advisory.

8.19. Schemes anticipating remuneration of directors in shares, share
opiions or any other right to purchase shares or be remunerated on the basis
of share price movements should be subject to the prior approval of
shareholders” annual general meeting by way of a resolution prior to their
adoption. The approval of schemeshould be related with the scheme itself
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and not 1o the grant of such share-based benefits under that scheme to
individual directors. All significant changes in scheme provisions should
also be subject o shareholders’ approval prior Lo their adoption; the
approval decision should be made in shareholders’ annual gencralmeeting.
In such case shareholders should be notified on all terms of suggesied
changes and get an explanation on the impact of Lhe suggested changes,

8.20. The following issues should be subject to approval by the
shareholders” annual general meeting:

1} Grant of share-based schemes, including share options, 10 directors;

2) Determination of maximum number of shares and main conditions of
share granling;

3) The term wilhin which options can be exercised:

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

5) All other long-term incentive schemes for which direclors are eligible
and which are not available lo other employees of the company under
similar lerms.

Annual general meeting should also set the deadline within which the
body responsible for remuneration of direclors may award
compensalions listed in this article to individual directors,

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

8.22, Provisions of Articles 8.19 and B.20 should not be applicable 10
schemes allowing for participation under similar conditions to company’s
employees or employees of any subsidiary company whose employees are
eligible 1o participate in the scheme and which has been approved in the
shareholders” annual general meeting.

8.23. Prior 1o the annual general meeting thal is intended Lo consider
decision stipulated in Article 8,19, the sharchotders must be provided an
opportunity to familiarize wilh draft resolution and projeci-related notice
(the documents should be posted on the company’s website). The notice
should contain the full text of the share-based remuneration schemes or a
description of their key terms, as well as ull names of the participants in
the schemes, Notice should also specify the relationship of the schemes and
the overall remuneration policy of the directors. Draft resolulion must have
a clear reference to the scheme itself or to the summary of ils key terms.
Shareholders musl also be presented wilh information on how the
companyintends to provide for the shares required 1o meet its obligations
under incentive schemes. Il should be clearly stated whether the company
intends 1o 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 10 the anticipated application of the scheme. All
information given in this article must be posted on the company's website.

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 companies and stakeholders in creating the company value, jobs and financial sustainability, For the
purposes of this Principle, the concept stakeholders includes investors, employees, creditors, suppliers, clients, local

community and other persons having certain interest in the company concerned.

9.1. The corporate governance [ramework should assure that the rights of
stakeholders that are protecied by law are respeciled.

Yes

Corporale govemance system of the
company ensures that all lepally
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9.2. The corporale governance framework should create conditions for the
stakeholders to participate in corporate govemance in the manner
prescribed by Jaw. Examples of mechanisms of stakeholder participation in
corporate governance include: employee participation in adoption of certain
key decisions for the company; consulting lhe employees on corporate
governance and other important issues; employee paricipation in the
company’s share capital; creditor involvement in governance in the context
of the company’s insolvency, elc.

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

protected rights of the stakeholders
are respected.

Principle X: Information disclosure

The corporate governance [ramework should ensure that timely and accurate disclosure is made on all material information
regarding the company, including the financial situation, performance and governance of the company.

10.1. The company should disclose information on:
1) The financial and operating results of the company;
2) Company objectives;

3) Persons holding by the right of ownership or in control of a block of
shares in the company:

4) Members of the company’s supervisory and managemenl bodies, chief
executive officer of the company and their remuneration;

5) Material foreseeable risk [actors;

6) Transactions between the company and connected persons, as well as
transactions concluded outside the course of the company's regular
operations;

7} Material issues regarding employees and other stakeholders;
8} Governance structures and strategy.

This list should be deemed as a minimum recommendation, while the
companies are encouraged not to limit themselves 1o disclosure of the
information specified in this list.

10.2. It is recommended to the company, which is the parent of other
companies, lhat consolidated results of the whole group to which the
company belongs should be disclosed when information specified in item 1
of Recommendation 10.1 is under disclosure,

10.3. Tt is recommended thal information on the professtonal background,
qualificalions of the members of supervisory and management bodies, chief
execulive 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 Recommendaltion 10.1 aboul the
members of the company’s supervisory and management bodies is 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 the company’s supervisory and
management bodies and chief executive officer as per Principle VIIL

10.4. It is recommended that information about the links belween the
company and its stakeholders, including employees, creditors, suppliers,
local community, as well ag the company’s policy with regard 10 human
resources, employee participation schemes in the company’s share capital,
etc, should be disclosed when information specified in item 7 of
Recommendation 10.1 is under disclosure.

Yes

No

Information on the financial results,
economic activiies and company
governance is repularly disclosed
through press releases, inlerim and
annual  reports and  financial
stalements. All  documenls are
publicly posied on the company’s
website in Lithuanian and English.
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10.5. Information should be disclosed in such a way thal neither
shareholders nor investors are diseriminated with regard 1o the manner or
scope of access to informalion. Information should be disclosed to
allsimultancously. It is recommended thal notices about malerial events
should be announced before or afier a trading session on NASDAQ OMX
Vilnius, so that all the company's shareholders and investors should have
equal access to the information and make informed investing decisions.

Yes

The company presents information
through the information system used
by Vilnius Stock Exchange in
Lithvanian  and  in  English
simultaneously to the extent possible,
The company strictly follows the
principle not to disclose the
information untii such information is
made public through the Exchange
information system.

10.6. Channels for disseminating information should provide for fair,
timely and cost-efMicient access to relevant information by users. users. Il 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 langnages
as well,

Yes

The company posts all information
intended for the shareholders
simultaneously and (o the same
extent in Lithuanian and in English
on the website of the company, thus
ensuring unbiased timely access (o
the information.

10.7. It is recommended hat the company’s annual reporis and other
periodical accounts prepared by lhe company should be placed on the
company’s website. Il is recommended Lhat the company should announce
information about malerial events and changes in the price of the
company’s shares on the Stock Exchange on the company's websile 10o0.

Yes

The company follows these
recommendations; it posts all the
information  specified in  (he
recommendalion on its websile.

Principle XI: The selection of the company’s auditor

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

opinion.

11.1. An annual audit of the company's financial reporis and interim
reports should be conducied by an independent frm of auditers in order to
provide an external and objective opinion on the company’s financial
statements.

Yes

The  company  follows  this
recommendalion; interim financial
statements, annual financial
statements and annual stalement of
the company are audited by an
independent audit company (audit for
the year 2012 is carried out by UAB

Grant Thomion Rimess).

11.2, 1t is recommended that the company”s supervisory board and, where
it is not set up, the company’s board should propose a candidate firm of
auditors to the general shareholder meeting,

Yes

The company follows this
recommendation; the audit company
is proposed to Lhe general shareholder
meeling by the supervisory board of
the company (upon the proposal of
the board}.

11.3. It is recommended that the company should disclose to its
shareholders the level of fees paid to the firm of auditors for non-audit
services rendered (o the company. This information should be also known
to the company’s supervisory board and, where il is noi formed, the
company’s board upon their consideration which firm of audilors io
propose for the general shareholders’ meeting.

Irrelevant

The audit company has not provided
in the year 2012 to the company
other than audit services and has not
received any payment for this from
the company.
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