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CONFIRMATION OF RESPONSIBLE PERSONS

Following Article 21 of the Law on Securities of the Republic of Lithuania and Rules
on Preparation and Submission of Periodic and Additional Information of the
Lithuanian Securities Commission, we, Nerijus Vilinas , General Director of Utenos
trikotazas, AB, and Chief Accountant Reda Kuginskiené, hereby confirm that, to the
best of our knowledge, the attached annual consolidated report and annual audited
consolidated financial statements of Utenos trikotazas, AB of 2009, prepared in
accordance with the International Financial Reporting Standards as adopted by the
European Union, give a true and fair view of the assets, liabilities, financial position
and profit of Utenos trikotazas, AB and the Group of undertakings.

ENCLOSURE: Annual consolidated report of 2009 and annual audited consolidated financial
statements of Utenos trikotazas AB.

General Director Nerijus Viluinas

Chief Accountant Reda Kudinskiené




Annual Report for 2008

1. Reporting period covered by the Annual Report

The Annual Report covers the period from 1 January 2008 to 31 December 2008. All amounts in the Annual
Report present situation as at 31 December 2008, unless otherwise stated. Further in this report Utenos
Trikotazas AB can be referred to as the Company or the Issuer.

2. Issuer and its contact data

Company name Utenos Trikotazas AB
Authorised share capital LTL 19,834,442

Address J. Basanaviciaus g. 122, Utena
Telephone (389) 51 445

Fax (389) 69 358

E-mail utenos.trikotazas@ut.It
Website www.utenostrikotazas.|t

Legal and organisation form Legal entity, public company

Date and place of incorporation Registered with the Register of Legal Entities of Utena District on 6
December 1994; reregistered with the Ministry of Economy of the
Republic of Lithuania on 18 September 1998.

Registration code B} 98-257
Coc_ig of the Register of Legal 183709468
Entities

3. Nature of the Issuer’s operations

Utenos Trikotazas AB operates in the field of light industry. The Company's principal activity is production of
knit-wear and textile articles.
The Company'’s profile of activities:
- production of knit-wear and textile articles;
- production of mass-consumption goods which is closely related to principal activities;
- retail and wholesale trade in own production and production of other companies in local
and foreign markets;
- purchase-sale transactions of foreign trade;
- rendering of services to natural and legal persons.

4. Agreements with intermediaries of securities’ public turnover

On 25 September 2005, the Issuer concluded a service agreement with the Department of Safe Custody
Services of SEB Vilniaus Bankas AB (address Gedimino pr. 12, LT-01103 Vilnius). Under this agreement the
accounting of the Issuer's securities is handled.

On 25 April 2007, the Issuer concluded an agreement with OMX Exchanges Ltd. on the system of service
provision, disclosure and communication of information.

5. Information about trade in the Issuer’s securities in regulated markets

The Company's shares are listed on the Official List of the National Stock Exchange, as well on the Baltic
List of the Lithuanian, Latvian and Estonian stock market.

19,834,442 of ordinary registered shares have been registered for public turnover of securities. A nominal
value of one share is LTL 1.

6. Objective overview of the Company’s financial position, performance and development,
description of its exposure to key risks and contingencies

Trade

In 2008, total sales of goods and services of the Company amounted to LTL 94 million. Trade volume
decreased by LTL 20.7 million or by 18 per cent as compared to 2007. The Company's exports to Western
Europe and other countries accounted for 85 per cent, whereas sales in Lithuania accounted for 15 per cent
of total production.
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In 2008, total sales of goods and services of Utenos Trikotazas AB group (hereinafter “the Group”) amounted
to LTL 110.7 million. The Group's exports accounted for 86 per cent, whereas sales in Lithuania accounted
for 14 per cent of total production.
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Lithuania

In 2008, the Company sold 1 million knit-wear items in Lithuania totalling to LTL 11.3 million. The sales in
Lithuania decreased by LTL 3.6 million or 24 per cent.

In 2008, the Group's sales in Lithuania and other Baltic countries amounted to LTL 15 million, which is less
by LTL 4.7 million as compared to 2007.
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Export

In 2008, the Company exported 7.1 million knit-wear items totalling to LTL 82.8 million. The Company'’s
exports decreased by LTL 17.1 million or 17 per cent. Large retail chains from Western Europe remained as
the major customers of the Company.

In 2008, the Group's exports to Western Europe and other regions amounted to LTL 95.4 million, which is
less by LTL 21.9 million as compared to 2007.
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Production

In 2008, the Company produced 7.9 million knit-wear items. The Company's subcontractors (including the
company in Ukraine) produced 5.5 million knit-wear items or 70 per cent of total production volume.

In 2008, Satrija AB produced 0.207 million sewn items. Satrija AB subcontractors produced 0.124 million
sewn items or 59.4 per cent of total production volume.

In 2008, OAO MTF Mrija produced 3.5 million items. OAO MTF Mrija subcontractors in Ukraine produced 1.4
million items.
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Investments

In 2008, the Group's investments in new equipment and new technologies amounted to LTL 0.478 million.
In 2008, the Company's investments in equipment amounted to LTL 0.190 million.

In 2008, Satrija AB invested LTL 0.032 million.

In 2008, OAO MTF Mirija invested LTL 0.256 million.

In 2008, Gotija UAB had made no investments.

Development

The Company's research activities and decisions made are focused on potential development opportunities
through the implementation of the Company's strategic goals. This involves improvement of production
technologies, development of new materials attractive to the customers, development of own-design
collections, certification of production processes, etc.

Risk factors related to the Issuer’s operations

Key risk factors related to operations of Utenos TrikotaZzas AB include:
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Overall economic situation of Lithuania;

Foreign currency fluctuations;

Amendments to laws and legal acts of the Republic of Lithuania;
Changes in accounting and tax regulations.

Economic factors. The Company’s operations are dependent on state politics, political and economic
developments in Lithuania or developments affecting Lithuania, i.e. political and economic developments in
Ukraine.

The Company and the Group use instruments ensuring that production is sold to reliable customers and
sales are not exceeding a set credit risk limit. In addition, credit insurance procedures are applied. A
standard credit term for amounts receivable and payable varies from 30 to 60 days.

The Company’s and the Group’s policy focuses on maintaining adequate amount of cash and cash
equivalents or maintaining funding by keeping adequate credit lines available with the purpose of
implementing commitments provided for in their strategic plans.

For several years in turn operations of Utenos Trikotazas AB have been successful. The Company continues
to improve the management system according to EN ISO 9001,EN 1SO 14001, SA 8000 and other relevant
requirements.

Social risk factors. The Company focuses attention on improvement of working conditions, training of
personnel, and qualification development. In 2008, the amount of LTL 58 thousand was allocated for
personnel training.

Technical and technological risk factors. The condition of the Company's major facilities is good and does
not pose any risk to operations. Utenos Trikotazas AB regularly invests in renovation of facilities and
introduction of the latest technologies. In 2009, the Company expects to allocate LTL 0.5 million for
investments.

Ecological risk factors. The environment management system meeting the requirements of ISO 14001 has
been introduced at the Company. Key environmental strategic objectives include:

- Reduction of environmental pollution through efficient and economical use raw materials and energy
resources;

- Reduction in waste volume, improvement of management of waste and chemical materials, reduction of
use of dangerous chemical substances in the production process.

Liquidity risk. Due to a limited capital market of Lithuania, the price of shares being sold might fluctuate
greatly and upon the occurrence of unfavourable market conditions, investors might face difficulties in selling
their shares in the Lithuanian market.

Prices on the Vilnius Stock Exchange might be also affected by external factors such as results of global and
new markets, changes in trade taxes and/or capital appreciation taxes.

Risk of share price variability. The price of shares being sold might fluctuate greatly due to the Company's
operating results that are also dependent on amendments to legal acts, actions of the Government, political
and economic situation of Lithuania, economic situation in the region and in other new markets as well as
other developments and factors.

Any of these market conditions might have a negative effect on the price of shares being sold.

7. Analysis of financial and non-financial performance

Key performance indicators of Utenos Trikotazas AB:

Financial indicators COMPANY
2008 2007
Revenue (LTL '000) 94,040 114,751
Operating profit (loss) (LTL‘000) (2,792) 557
Operating profit (loss) margin (%) (3) 0.5
Relative indicators I COMPANY
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2008 2007
Ratio of general short-term solvency 1.27 1.29
Return on assets (%) (8.8) (1.8)
Net profitability (loss) (%) (6.6) (1.5)
Assets turnover 1.33 1.24
Debt-to-equity ratio 2.61 2.60
Book value per share 0.99 1.30
Critical liquidity ratio 0.89 0.82
Debt ratio 0.72 0.72
Net earnings (deficit) per share (0.31) (0.08)

8. References to and additional explanations of data presented in the financial statements

All financial data presented in this Annual Report is calculated in accordance with the International Financial
Reporting Standards, endorsed for the application in the EU and approved by the assigned auditor under
established procedure.

9. Information about own shares owned and acquired by the Company
During a reporting period the Company did not acquire own shares.
10. Significant events subsequent to the end of the previous financial year

On 16 January 2008, the Investor‘s Calendar for 2008 was approved.

On 29 January 2008, the decision of the extraordinary meeting of shareholders of Utenos TrikotaZas AB was
approved.

On 28 February 2008, unaudited results of Utenos Trikotazas AB of 2007 were discussed.

On 28 February 2008, unaudited interim consolidated financial statements of Utenos TrikotaZas AB of 2007
were reviewed.

On 27 March 2008, the meeting of shareholders of Utenos Trikotazas AB was convened.

On 4 April 2008, sales of Utenos TrikotaZas AB for the first quarter were discussed.

On 15 April 2008, the Investor‘s Calendar of Utenos Trikotazas AB was updated.

On 18 April 2008, drafts of decisions of the General Shareholder Meeting to be convened on 30 April 2008
were approved.

On 18 June 2008, the financial statements of Utenos Trikotazas AB of 2007, the annual report and
responsible persons were approved.

On 30 April 2008, decisions of 30 April 2008 of the meeting of shareholders of Utenos TrikotaZzas AB were
adopted.

On 30 May 2008, interim unaudited financial statements and performance of the first quarter of 2008 were
discussed.

On 18 July 2008, performance of the second quarter of 2008 and the first half of 2008 of Utenos Trikotazas
AB was discussed.

On 30 August 2008, a consolidated interim report and the financial statements for a six-month period of 2008
was submitted.

On 15 September 2008, the Board of Utenos TrikotaZas AB passed a decision to dismiss Gintaras

Paleicikas from the position of the Company‘s General Manager and appoint Nerijus Villinas to this position.
On 5 November 2008, performance of the third quarter of 2008 of Utenos Trikotazas AB was discussed.

On 7 November 2008, Utenos Trikotazas AB sold real estate not used in its activities in the amount of LTL
2.8 million (EUR 0.811 million).

On 28 November 2008, the consolidated financial statements of Utenos Trikotazas AB of the third quarter of
2008 were submitted.

On 27 February 2009, performance of the fourth quarter and a twelve-month period of 2008 of Utenos
TrikotaZzas AB was discussed.

11. The Company’s operating plans and prospects

In 2009, the Company plans to actively develop production and sales of ecological products and to develop
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the co-operation with customers demanding higher quality and sophisticated technology and to maintain
close relationship with longstanding business customers.

Note: the Company's operating plan for 2009 was approved at the Board's meeting held on 26 February

2009, Minutes No. 1.

12. Structure of the Issuer's authorised share capital

As at 31 December 2008, the Company’s authorised share capital was comprised of 19,834,442 ordinary
registered shares with a nominal value of LTL 1 each.

Utenos Trikotazas AB authorised share capital according to types of shares:

Type of shares

Number of shares

Nominal value

Total nominal

Percentage in the

(LTL) value (LTL) authorised share
capital
(%)
Ordinary registered 10,834,442 1 10,834,442 100.00

shares

All shares of Utenos Trikotazas AB are fully paid.

All shares of the Company are ordinary registered shares of one class granting equal rights to their holders

(shareholders).

An ordinary registered share grants the following property rights to its holder (shareholder):

1. to receive a part of the Company's profit (dividend);

2. to receive a part of assets of the Company in liquidation;

3. to receive shares without payment if the authorised capital is increased out of the Company’'s
funds, except in cases specified in the Law on Companies of the Republic of Lithuania;

4. to have the pre-emption right in acquiring shares or convertible debentures issued by the Company,
except in cases when the General Meeting of Shareholders decides to withdraw the pre-emption
right in the manner prescribed by the Lithuanian Law on Companies in acquiring the Company’s
newly issued shares or convertible debentures for all the shareholders;

5. to lend to the Company in the manner prescribed by law; however, when borrowing from its
shareholders, the Company may not pledge its assets to the shareholders. When the Company
borrows from a shareholder, the interest may not be higher than the average interest rate offered
by commercial banks of the locality where the lender has his place of residence or business, which
was in effect on the day of conclusion of the loan agreement. In such a case the Company and
shareholders shall be prohibited from negotiating a higher interest rate;

6. to transfer all or part of the shares into the ownership of other persons;

7. to force other shareholder to sell their shares to them or to force other shareholders to buy their
shares from them in cases and manner prescribed by the Law on the Law on Securities Market;

8. other property rights established by laws.

An ordinary registered share grants the following non-property rights to its holder (shareholder):

1. to attend the General Meetings of Shareholders;

2. to vote at General Meetings of Shareholders according to voting rights carried by their shares; One
ordinary registered share carries one vote;

3. to receive information on the Company specified by laws;

4. to file a claim with the court for reparation of damage resulting from nonfeasance or malfeasance by
the company manager and Board members of their obligations prescribed by laws or these Articles
of Association as well as in other cases laid down by laws;

5. other non-property rights established by laws.

13. Restrictions on disposal of securities

There are no restrictions.

14. Shareholders
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As at 31 December 2008, the total number of shareholders of Utenos Trikotazas AB was 1,193.

The table below indicates shareholders owning or holding more than 5 per cent of the Issuer’s authorised
share capital as at 31 December 2008.

Names of shareholders, types, | Number of ordina Share in the

registered addresses, registered share;y authorised capital Share of ;otes held

company codes held (%) (%)

Koncernas SBA UAB
Laisvés pr.3, Vilnius 10,140 51.12 51.12
company code 3220673
Amber Trust S.C.A.(SCA)
Commandite par Actions 52route 2,700 13.61 13.61
d’Esch 1-2965, Luxembourg
East Capital Asset Management,
Kungsgatan 30,Box 1364,
Stockholm, Sweden 2109 10.63 1063
Code 556564-5370
Employees of the Company 325 1.64 1.64
Other shareholders 4,560 23.00 23.00

15. Shareholders holding special control rights and descriptions of these rights

There are no such shareholders.

16. All restrictions regarding voting rights

There are no restrictions.

17. All mutual agreements between shareholders of which the Issuer is aware and due to which
restrictions on transfer of securities and/or voting rights may be imposed.

There are no such agreements.

18. Personnel

Number of employees of Utenos Trikotazas AB group by separate companies:

Company 31/12/2008 | 31/12/2007
Utenos trikotazas AB 843 989
Mrija OAO 492 672
Satrija AB 256 303
Gotija UAB 5 5
1,596 1,969
Number of employees of Utenos Trikotazas AB by separate groups:

Group of employees 31/12/2008 | 31/12/2007

Managers and specialists 92 132

Managers whereof 5 5

Workers 751 857

Total 843 989

The groups of employees by education:
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Groups of employees by education:
Group of . Non-higher . .
employees nghe':r professional Vocatlo_nal Secondary Basic ngher non-
education . education university
education
Managers 5 - - - - -
Specialists 74 3 2 - - 8
Workers 14 248 150 256 58 25
Total 93 251 152 256 58 33

19. Amendment procedure of the Issuer’s Articles of Association

The Articles of Association of the Company shall be amended by the decision of the General Meeting of
Shareholders adopted in the manner prescribed by laws, except in cases specified in the Lithuanian Law on
Companies. Following the decision by the General Meeting of Shareholders to amend the Company’s
Articles of Association, the full text of the amended Articles of Association shall be drawn up and signed by
the person authorised by the General Meeting of Shareholders. No amendments to the Articles of
Association were made in 2008.

20. Issuer’s bodies

The Articles of Association of Utenos Trikotazas AB stipulate that the Company shall have the following
bodies: the General Meeting of Shareholders, the Board and the General Manager. The Supervisory Board
shall not be set up at the Company.

The Company's Board shall be granted all powers stipulated in the Company’s Articles of Association
including powers assigned to it by laws. The Board shall deal with deliberation of collegial issues and
decision making.

The Board shall deliberate and approve the Company's operating strategy, management structure and job
descriptions of employees. The Board shall elect and remove from office the Company Manager, fix his
salary and set other terms of the employment contract. The Board shall specify information classified as the
Company's commercial secret. The Board shall analyse and assess the Company's draft annual and
consolidated financial statements and proposed profit (loss) appropriation and shall submit them to the
General Meeting of Shareholders. The Board shall pass other decisions assigned within its powers by legal
acts, by the Company's Articles of Association and by the decisions of the General Meeting of Shareholders.
The Board shall have a responsibility of convening and arranging the General Meetings of Shareholders in
due time.

The Board of Utenos Trikotazas AB shall be composed of 4 members elected for the period of 4 years.

The Board of Utenos TrikotaZas AB was elected during the Meeting of Shareholders on 30 March 2005 for
the period of 4 years (until 30 March 2009). According to the Articles of Association of Utenos Trikotazas AB
the Company’s Board shall be composed of 4 members. On 30 March 2005, the following members of the
Board were elected: Arlinas Martinkeviius, Regina Sajiené, Martynas Cesnaviéius and Antanas
Vainauskas. Following the resignation of Antanas Vainauskas from the position of a member of the
Company's Board, Algirdas Sabinas was elected a member of the Board during the Meeting of
Shareholders on 26 April 2007.

On 29 May 2007, members of the Board of Utenos TrikotaZas AB Regina Sajiené and Martynas Cesnavicius
resigned from the position of members of the Board pursuant to paragraph 10 of Article 33 of the Law on
Companies.

Asta Jaloveckiené and Robertas Berzinskas were elected members of the Board during the extraordinary
Meeting of Shareholders of Utenos Trikotazas AB held on 13 July 2007.

Upon the death of a member of the Company’s Board Asta Jaloveckiené and the decision passed by the
Meeting of Shareholders on 29 January 2008 regarding the resignation of Arlinas Martinkevicius from the
position of the Chairman of the Board of Utenos TrikotaZas AB, the Meeting of Shareholders elected Ingrida
Osinaité and Gintautas Rudis members of the Board for the remaining period of the Board‘s term of office,
i.e. until 30 March 2009.

21. Members of the collegial bodies, the Company Manager, the Chief Financial Officer
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As at 31 December 2008:

Position Name, surname Number of the Beginning of  End of the term
Issuer's shares the term of of office
held office
Board
Chairman of the Board Algirdas Sabinas - 26/04/2007 30/03/2009
Member of the Board Gintautas Rudis e 29/01/2008 30/03/2009
Member of the Board Robertas BerZinskas - ~13/07/2007  30/03/2009
Head of Administration and the Chief Financial Officer
General Manager Nerijus Vilinas - 15/09/2008 -
Chief Account Reda Kudinskiené - 14/01/2008 -

In 2008, no loans, guarantees, suretyships were issued and no assets were disposed to members of the
Company’'s Board and Administration. In 2008, the aggregate remuneration of the Company General
Manager and the Chief Accountant amounted to LTL 139.6 thousand.

The Company has concluded no agreements with members of bodies or employees that would define their
compensation in case of their resignation or dismissal without a sound reason or in case of termination of
their employment as a result of the change in the control of the Company.

22. Information about significant agreements

The Company has concluded no significant agreements in which the Company is a party to and which would
come into effect, change or terminate as a result of the change in the control of the Company.

23. Information about the compliance with the Governance Code

Utenos Trikotazas AB confirms its substantial compliance with the principles of the Governance Code
approved by the Vilnius Stock Exchange for the companies listed on the regulated market.

24. Information about transactions with related parties

Results of transactions with related parties performed in 2008 are disclosed in the notes to the financial
statements of AB Utenos TrikotaZas for the period ended as at 31 December 2008.

25, Data on publicly announced information

The Company announces information on significant events (as well as other information required by laws)
through the system of information disclosure and communication GlobeNewswire. Publicly announced
information is also available on the Company's website at www.utenostrikotazas.It and on the website of the
Vilnius Stock Exchange at www.baltic.omxgroup.com.

26. General information on the Group of companies
26.1. Companies that constitute the Group, their contact data and principle activities

Company name Satrija AB

Legal form Public company

Date and place of incorporation 1955m. Vilniaus 5, 4400 Raseiniai
Company code 172285032

Address Vilniaus 5, 4400 Raseiniai
Telephone 8 (428) 70611

Fax 8 (428) 70611

E-mail raseiniai@satrija.lt.

Website www.satrija.lt

Principal activities Sewing of clothes

Company name OAO Mukacevska Trikotaznaja Fabrika Mrija
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Legal form

Date and place of incorporation
Company code

Address

Telephone

Fax

E-mail

Website

Principal activities

Open public company

1971m. Matrosova 13, 89600 Mukadevo, Ukraine
00307253

Matrosova 13, 89600 Mukacevo, Ukraine

+ 380 (3131) 52780

+380 (3131) 52780

mriva@mk.ukrtel.net

none

Production of knit-wear articles

Company name

Legal form

Date and place of incorporation
Company code

Address

Telephone

Fax

E-mail

Website

Principal activities

Gotija UAB

Private company

1994m. Laisvés al. 33, Kaunas
134181619

Laisvés al. 33, Kaunas

8 (37) 205879

8 (37) 205879

None

None

Retail trade in clothes

26.2. Agreements concluded between the Issuer and brokerage firms and/or credit institutions
providing investing services and/or conducting investing activity

Subsidiaries Satrija AB, OAO Mukadevska TrikotaZnaja Fabrika Mrija, Gotija UAB do not trade in securities

in regulated markets.

26.3. Trade in securities of the Group companies in regulated markets

Subsidiaries Satrija AB, OAO Mukadevska Trikotaznaja Fabrika Mrija, Gotija UAB do not trade in securities

in regulated markets.

General Manager Nerijus Vilinas
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APPENDIX TO THE ANNUAL REPORT

UTENOS TRIKOTAZAS AB DISCLOSURE CONCERNING THE COMPLIANCE WITH THE
GOVERNANCE CODE FOR THE COMPANIES LISTED ON THE REGULATED MARKET IN 2008

Utenos Trikotazas AB (hereinafter “the Company”) following paragraph 3 of Article 21 of the Law of the
Republic of Lithuania on Public Trading in Securities and item 20.5 of the Trading Rules of the Vilnius Stock
Exchange, discloses its compliance with the Governance Code, approved by the VSE for the companies
listed on the regulated market, and its specific provisions.

PRINCIPLES/ RECOMMENDATIONS

YES/NO/

NOT

APPLICABLE

COMMENTARY

Principle I: Basic Provisions

optimizing over time shareholder value.

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

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

Yes

Relevant matters are made public in the
Company's prospectus-report deliveries, and
they are publicly available on the websites of
the Lithuanian Securities Commission and the
Stock Exchange.

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

Yes

Every year the Company's board approves the
plans of operation containing the description of
the Company's development strategy for 2-3
upcoming years. All bodies of the Company
are familiarised with the strategic objectives
and the ways of their implementation as set
forth in the plans of operation.

The Company has implemented a motivation

system, which ensures direct link between the

strategic objectives and personal performance
of individual employees.

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

Yes

This recommendation is implemented by the
board and chief executive officer (the
supervisory board has not been set up).

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

Yes

The Company has a collective employment
contract in place. Utenos Trikotazas AB
supports youth and non-governmental
organisations, foster homes, organisations of
disabled individuals, multichild families, Utena
Region Community Fund.
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Principle Il: The corporate governance framework

the company’s bodies, protection of the shareholders

’ interests.

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

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

No

The supervisory board has not been set up,
however, the general meeting of shareholders
has elected the board. The Company's chief
executive officer and the chairman of the
board is not one and the same person.

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

Yes

The functions described in the
recommendation are fulfilled at the Company
by a collegial management body — the board.

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

No

Only one collegial body has been set up.

2.4. The collegial supervisory body to be elected by the
general shareholders’ meeting should be set up and
should act in the manner defined in Principles Ill and V.
Where a company should decide not to set up a collegial
supervisory body but rather a collegial management
body, i.e. the board, Principles |l and IV should apply to
the board as long as that does not contradict the
essence and purpose of this body.

Yes

No comments.

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

Yes

The Company's board is composed of 4
members. The Company's chief executive
officer and the chairman of the board is not

one and the same person.

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

Not
applicable

There are no non-executive directors and the
supervisory board.
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general shareholders’ meeting may be a person whose
current or past office constitutes no obstacle to conduct
independent and impartial supervision.
company should decide not to set up a supervisory
board but rather the board, it is recommended that the

company should be a different person. Former
company’s chief executive officer should not be
immediately nominated as the chairman of the collegial
body elected by the general shareholders’ meeting.
When a company chooses to departure from these
recommendations, it should furnish information on the
measures it has taken to ensure impartiality of the
supervision.

2.7. Chairman of the collegial body elected by the |

Where a |

chairman of the board and chief executive officer of the |

Yes

The Company is in compliance with this
recommendation. The Company has not set
up the supervisory board, and the chairman of
the board has never been in the past and
currently is not the Company's chief executive
officer.

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

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

Yes

A collegial management body is set up in
accordance with the requirements of the
Lithuanian Law on Companies, and the
shareholders are notified of candidates to
become members of the Company's collegial
management body.

3.2. Names and surnames of the candidates to become
members of a collegial body, information about their
education, qualification, professional background,
positions taken and potential conflicts of interest should
be disclosed early enough before the general
shareholders’ meeting so that the shareholders would
have sufficient time to make an informed voting 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

This information on candidates to the board
was disclosed to the shareholders together
with the notification on convening the general
meeting of shareholders, which involved the
election of members to the board, and the
agenda of the general meeting of
shareholders.

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

No

Such kind of information is not disclosed by a
collegial body — the board members — in the
annual report.

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

The members of the Company‘s management

bodies are actively involved in a wide range of

areas in other companies, which enables them

to ensure an adequate competence in respect
of their current functions.

The audit committee is not established.
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| '3.5. All new members of the collegial body should be |

; offered a tailored program focused on introducing a
member with his/her duties, corporate organization and
activities. The collegial body should conduct an annual

update their skills and knowledge.

review to identify fields where its members need to |

No

No comments.

3.6. In order to ensure that 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.

No

During the whole practice of the Company, the
independence of the board members has not
been subject to any assessments so far.

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 or the management of either,
that creates a conflict of interest such as to impair his
judgment. Since all cases when member of the collegial
body is likely to become dependant are impossible to list,
moreover, relationships and circumstances associated
with the determination of independence may vary
amongst companies and the best practices of solving
this problem are yet to 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 criteria for identifying whether a member of the
collegial body can be considered to be independent are
the following:

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

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

3) He/she is not receiving or has been not
receiving significant additional remuneration
from the company or associated company other
than remuneration for the office in the collegial
body. Such additional remuneration includes
participation in share options or some other
performance based pay systems; it does not
include compensation payments for the
previous office in the company (provided that
such payment is no way related with iater
position) as per pension plans (inclusive of
deferred compensations);

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

No

During the whole practice of the Company, the
independence of the board members has not
been subject to any assessments so far.
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material business relations with the company or
associated company within the past vyear

superior employee of the subject having such
relationship. A subject is considered to have
business relations when it is a major supplier or
service provider (inclusive of financial, legal,
counseling and consulting services), major
client or organization receiving significant
payments from the company or 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
executive director of the company or member of
the board (if a collegial body elected by the
general shareholders’ meeting is the
supervisory board) is non-executive director or
member of the supervisory board, he/she may
not also have any other material relationships
with executive directors of the company that
arise from their participation in activities of other
companies or bodies;

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

9) He/she is not a close relative to an executive
director or member of the board (if a collegial
body elected by the general shareholders’
meeting is the supervisory board) or to any
person listed in above items 1 to 8. Close
relative is considered to be a spouse (common-
law spouse), children and parents.

5} He/she does not have and did not have any |

directly or as a partner, shareholder, director or |

No

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

No

During the whole practice of the Company, the
independence of the board members has not
been subject to any assessments so far.

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 to
be independent should be disclosed. When a person is
nominated to become a member of the collegial body,
the company should disclose whether it considers the
person to be independent. When a particular member of
the collegial body does not meet one or more criteria of
independence set out in this Code, the company should
disclose its reasons for nevertheless considering the
member to be independent. In addition, the company
should annually disclose which members of the collegial
body it considers to be independent.

No

During the whole practice of the Company, the
independence of the board members has not
been subject to any assessments so far.

3.10. When one or more criteria of independence set out
in this Code has not been met throughout the year, the
company should disclose its reasons for considering a
particular member of the collegial body to be
independent. To ensure accuracy of the information

members of the collegial body, the company should
require  independent members to have their
independence periodically re-confirmed.

disclosed in relation with the independence of the |

No

During the whole practice of the Company, the
independence of the board members has not
been subject to any assessments so far.
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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 from the ' ygq | The board members receive bonuses.
company’s funds. The general shareholders’ meeting ‘ |

should approve the amount of such remuneration.

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

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

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

4.2. Members of the collegial body should act in good
faith, with care and responsibility for the benefit and in the
interests of the company and its shareholders 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 from his office, he should
explain the reasons in a letter addressed to the collegial
body or audit committee and, if necessary, respective
company-not-pertaining body (institution).

No comments.

Yes |No comments.

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
limit other professional obligations of his (in particular any
directorships held in other companies) in such a manner
they do not interfere with proper performance of duties of Yes  |No comments.
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 throughout the financial
year of the company, shareholders of the company should
be natified.

4.4. Where decisions of a collegial body may have a
different effect on the company's shareholders, the
collegial body should treat all shareholders impartially and
fairly. It should ensure that shareholders are properly
informed on the company's affairs, strategies, risk
management and resolution of conflicts of interest. The Yes
company should have a clearly established role of
members of the collegial body when communicating with
and committing to shareholders.

The Company's Articles of Association define the
procedure of co-operation between a collegial
body and the shareholders in accordance with

the Lithuanian Law on Companies.
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4.5. 1t is recommended that transactions (except
insignificant ones due to their low value or concluded

under usual conditions), concluded between the company
and its shareholders, members of the supervisory or
managing bodies or other natural or legal persons that
exert or may exert influence on the company’s
management should be subject to approval of the collegial
body. The decision concerning approval of such
transactions should be deemed adopted only provided the
majority of the independent members of the collegial body
voted for such a decision.

when carrying out routine operations in the company |

Yes

These matters are stipulated in the Board's Work
Regulations of the Company.

4.6. The collegial body should be independent in passing
decisions that are significant for the company’s operations
and strategy. Taken separately, the collegial body should
be independent of the company’s management bodies.
Members of the collegial body should act and pass
decisions without an outside influence from the persons
who have elected it. Companies should ensure that the
collegial body and its committees are provided with
sufficient administrative and financial resources 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 pertaining to the
competence of the collegial body and its committees.

Yes

The Company's director general is not a
members of the board.

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 to be considered as highly relevant are
issues of nomination of company’s directors,
determination of directors’ remuneration and control and
assessment of company’s audit. Therefore when the
mentioned issues are attributable to the competence of
the collegial body, it is recommended that the collegial
body should establish nomination, remuneration, and
audit committees. Companies should ensure that the
functions attributable to the nomination, remuneration,
and audit committees are carried 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 the three different committees.
Should the collegial body of the company comprise small
number of members, the functions assigned to the three
committees may be performed by the collegial body itself,
provided that it meets composition requirements
advocated for the committees and that adequate
information is provided in this respect. In such case
provisions of this Code relating to the committees of the
collegial body (in particular with respect to their role,
operation, and transparency) should apply, where
relevant, to the collegial body as a whole.

Not
applicable

These matters are addressed by the board.
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4.8. The key objective of the committees is to increase
efficiency of the activities of the collegial body by ensuring
that decisions are based on due consideration, and to
help organize its work with a view to ensuring that the

Committees should present the collegial body with
recommendations concerning the decisions of the
collegial body. Nevertheless the final decision shall be
adopted by the collegial body. The recommendation on
creation of committees is not intended, in principle, to
constrict the competence of the collegial body or to
remove the matters considered from the purview of the
collegial body itself, which remains fully responsible for
the decisions taken in its field of competence.

decisions it takes are free of material conflicts of interest. |

Not
applicable

See item 4.7.

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

Not
applicable

See item 4.7.

4.10. Authority of each of the committees should be
determined by the collegial body. Committees should
perform their duties in line with authority delegated to
them and inform the collegial body on their activities and
performance on regular basis. Authority of every
committee stipulating the role and rights and duties of the
committee 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 actions it has taken to reach this
conclusion.

Not
applicable

See item 4.7.

4.11. In order to ensure independence and impartiality of
the committees, members of the collegial body that are
not members of the committee should commonly have a
right to participate in the meetings of the committee only if
invited by the committee. A committee may invite or
demand participation in the meeting of particular officers
or experts. Chairman of each of the committees should
have a possibility to maintain direct communication with

should be specified in the regulations for committee
activities.

the shareholders. Events when such are to be performed |

Not
applicable

See item 4.7.
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4.12. Nomination Committee.

4.12.1. Key functions of the nomination committee shouid be

the following:

1) Identify and recommend, for the approval of the collegial
body, candidates to fill board vacancies. The nomination

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 to members of the collegial body delegated by
the shareholders of the company;

2) Assess on regular basis the structure, size, composition and
performance of the supervisory and management bodies,
and make recommendations to the collegial body regarding
the means of 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 to succession planning;

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

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

committee should evaluate the balance of skills, knowledge |

Not
applicable

See item 4.7.

4.13. Remuneration Committee.

4.13.1. Key functions of the remuneration committee should be

the following:

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
related objectives and evaluation criteria, with a view to
properly aligning the pay of executive director and members
of the management bodies with the long-term interests of
the shareholders and the objectives set by the collegial
body;

2) Make proposals to the collegial body on the individual

remuneration for executive directors and member of

management bodies in order their remunerations are
consistent with company’s remuneration policy and the
evaluation of the performance of these persons concerned.

In doing so, the committee should be properly informed on

the total compensation obtained by executive directors and

members of the management bodies from the affiliated
companies;

Make proposals to the collegial body on suitable forms of

contracts for executive directors and members of the

management bodies;

4) 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);

5) Make general recommendations to the executive directors
and members of the management bodies on the level and

3

~

Not
applicable

See item 4.7.
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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 respect to 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
mentioned schemes, in particular stock options, and make
any related proposals to 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 options 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 attributable to the
competence of the remuneration committee, the committee
should at least address the chairman of the collegial body
and/or chief executive officer of the company for their opinion
on the remuneration of other executive directors or members of
the management bodies.

4.14. Audit Committee.

4.14.1. Key functions of the audit committee should be the

following:

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

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

3) Ensure the efficiency of the internal audit function, among
other things, by making recommendations on the selection,
appointment, reappointment and removal of the head of the
internal audit department and on the budget of the
department, and by monitoring the responsiveness of the
management to its findings and recommendations. Should
there be no internal audit 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 auditor (to be done by the general shareholders’
meeting) and with the terms and conditions of his
engagement. The committee should investigate situations
that lead to a resignation of the audit company or auditor
and make recommendations on required actions in such
situations;

5) Monitor independence and impartiality of the external
auditor, in particular by reviewing the audit company’s
compliance with applicable guidance relating to the rotation
of audit partners, the level of fees paid by the company, and
similar issues. In order to prevent occurrence of material

disclosed inter alia data on all remunerations paid by the
company to the auditor and network, should at all times
monitor nature and extent of the non-audit services. Having
regard to the principals and guidelines established in the 16
May 2002 Commission Recommendation 2002/590/EC, the
committee should determine and apply a formal policy

excluded, (b) permissible only after review by the committee,
and (c) permissible without referral to the committee;

conflicts of interest, the committee, based on the auditor's |

establishing types of non-audit services that are (a) |

Not
applicable

See item 4.7.
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responsiveness of management to recommendations made
in the external auditor's management letter.

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

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

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

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

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

4.14.7. The audit committee should report on its activities to the
collegial body at least once in every six months, at the time the
yearly and half-yearly statements are approved.

6) Review efficiency of the external audit process and D

4.15. Every year the collegial body should conduct the
assessment of its activities. The assessment should include
evaluation of collegial body’s structure, work organization and
ability to act as a group, evaluation of each of the collegial body
member's and committee’s competence and work efficiency
and assessment whether the collegial body has achieved its
objectives. The collegial body should, at least once a year,
make public (as part of the information the company annually
discloses on its management structures and practices)
respective information on its internal organization and working
procedures, and specify what material changes were made as a
result of the assessment of the collegial body of its own
activities.

No

A collegial body — the board — does not
carry out any assessment of its activities.
The board assesses the Company‘s
annual performance.
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‘Principle V: The working procedure of the company’s collegial bodies

The working procedure of supervisory and management bodies established in the company should ensure
efficient operation of these bodies and decision-making and encourage active co-operation between the

company’s bodies.

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

Yes

No comments.

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

No

The board meetings are held at least once in a
quarter or at shorter intervals, if necessary.

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 the issues on
the agenda of the meeting and to ensure fruitful
discussion and adoption of appropriate decisions.
Alongside with the notice about the meeting being
convened, all the documents relevant to the issues on
the agenda of the meeting should be submitted to the
members of the collegial body. The agenda of the
meeting should not be changed or supplemented during
the meeting, unless all members of the collegial body are
present or certain issues of great importance to the
company require immediate resolution.

Yes

No comments.

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

Not
applicable

Not applicable, since only the board has been
set up.

83




Annual Report for 2008

shareholders.

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

holders.

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

Yes

The Company's authorised share capital
consists of ordinary registered shares that
grant the same rights to all their holders.

6.2. It is recommended that investors should have
access to the information 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's authorised share capital
consists of ordinary registered shares that
grant the same rights to all their holders.

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

No

The Company is in compliance with the Law
on Companies and its Articles of Association.

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

Yes

No comments.

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

Yes

The Company is in compliance with the Law
on Companies and its Articles of Association.

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

Yes

No comments.
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6.7. With a view to
opportunities to participate effectively at shareholders’
meetings, the companies are recommended to expand
use of modern technologies in voting processes by
allowing the shareholders to vote in general meetings via
terminal equipment of telecommunications. In such
cases security of telecommunication equipment, text
protection and a possibility to identify the signature of the
voting person should be guaranteed. Moreover,
companies could furnish its shareholders, especially
foreigners, with the opportunity to watch shareholder
meetings by means of modern technologies.

increasing the shareholders’ !

No

The Company has no technical possibilities to
use modern technologies in voting process
during the general meetings of shareholders,
and the shareholders have never requested so
far to use modern technologies in voting
process during the general meetings of
shareholders.

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
situation 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 elected
him/her, or to the company’s shareholders about a
situation of a conflict of interest, indicate the nature of
the conflict and value, where possible.

Yes

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

Yes

No comments.

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
conditions) must be immediately reported in writing or
orally, by recording this in the minutes of the meeting, to
other members of the same corporate body or to the
corporate body that has elected him/her or to the
company’s shareholders. Transactions specified in this
recommendation are also subject to recommendation
4.5.

Yes

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

Yes

No comments.
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Principle Vili: 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.

8.1. A company should make a public statement of the
company’'s remuneration policy (hereinafter the
remuneration statement). 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's remuneration policy is
contained in a business plan approved by
the board.

8.2. Remuneration statement 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.

No

The remuneration statement is neither
prepared nor made public in a form as set
forth herein.

8.3. Remuneration statement should leastwise include the

following information:

1) Explanation of the relative importance of the variable
and non-variable = components of directors’
remuneration;

2) Sufficient information on performance criteria that
entitles directors to share options, shares or variable
components of remuneration;

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

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

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

No

The remuneration statement is neither
prepared nor made public in a form as set
forth herein.

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, the
applicable notice periods and details of provisions for
termination payments linked to early termination under
contracts for executive directors and members of the
management bodies.

No

The remuneration statement is neither
prepared nor made public in a form as set
forth herein.

8.5. The information on preparatory and decision-making
processes, during which a policy of remuneration of
directors is being established, should also be disclosed.
Information should include data, if applicable, on
authorities and composition of the remuneration
committee, names and surnames of external consultants
whose services have been used in determination of the
remuneration policy as well as the role of shareholders’
annual general meeting.

No

The Company has not set up any
remuneration committees.
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8.6. Without prejudice to the role and organization of the
relevant bodies responsible for setting directors’
remunerations, the remuneration policy or any other .
significant change in remuneration policy should be | The remuneration statement is neither
included into the agenda of the shareholders’ annual | No prepared nor made public in a form as set
general meeting. Remuneration statement should be put forth herein.

for voting in shareholders’ annual general meeting. The
vote may be either mandatory or advisory.

8.7. Remuneration statement should also contain detailed
information on the entire amount of remuneration,
inclusive of other benefits, that was paid to individual
directors over the relevant financial year. This document
should list at least the information set out in items 8.7.1 to

8.7.4 for each person who has served as a director of the

company at any time during the relevant financial year.

8.7.1. The following remuneration and/or emoluments-

related information should be disclosed:

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 meeting;

2) The remuneration and advantages received from any
undertaking 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 granted,;

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 result of his resignation from the office during the
previous financial year;

6) Total estimated value of non-cash benefits considered
as remuneration, other than the items covered in the

above points. The remuneration statement is neither
8.7.2. As regards shares and/or rights to acquire share No prepared nor made pubhp in a form as set
options and/or all other share-incentive schemes, the forth herein.

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
date and the main conditions for the exercise of the
rights;

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

8.7.3. The following supplementary pension schemes-

related information should be disclosed:

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 contributions paid or
payable by the company in respect of that director
during the relevant financial year.

8.7.4. The statement should also state amounts that the

company or any subsidiary company or entity included in |

the consolidated annual financial statements of the
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company has paid to each person who has served as a 1
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.

8.8. Schemes anticipating remuneration of directors in | Not
shares, share options or any other right to purchase | applicable
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 scheme

should be related with the scheme itself and not to the
grant of such share-based benefits under that scheme to
individual directors. All significant changes in scheme
provisions should also be subject to shareholders’
approval prior to their adoption; the approval decision
should be made in shareholders’ annual general meeting.

In such case shareholders should be notified on all terms

of suggested changes and get an explanation on the

impact of the suggested changes.

8.9. The following issues should be subject to approval by | Not

the shareholders’ annual general meeting: applicable

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

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

3) The term within 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
directors are eligible and which are not available to
other employees of the company under similar terms.
Annual general meeting should also set the deadline
within which the body responsible for remuneration of
directors may award compensations listed in this
article to individual directors.

8.10. Should national law or company’'s Articles of | Not
Association allow, any discounted option arrangement | applicable
under which any rights are granted to subscribe to shares
at a price lower than the market value of the share
prevailing on the day of the price determination, or the
average of the market values over a number of days
preceding the date when the exercise price is determined,
should also be subject to the shareholders’ approval.
8.11. Provisions of Articles 8.8 and 8.9 should not be | Not ‘
applicable to schemes allowing for participation under | applicable
similar conditions to company’s employees or employees
of any subsidiary company whose employees are eligible
to participate in the scheme and which has been
approved in the shareholders’ annual general meeting.

The Company neither has nor applies any
share-based schemes anticipating
remuneration of directors in shares, share
options, etc.
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8.12. Prior to the annual general meeting that is intended
to consider decision stipulated in Article 8.8, the
! shareholders must be provided an opportunity to
familiarize with draft resolution and project-related notice
(the documents should be posted on the company’s
website). The notice should contain the full text of the
share-based remuneration schemes or a description of
their key terms, as well as full names of the participants in
the schemes. Notice should also specify the relationship
of the schemes and the overall remuneration policy of the
directors. Draft resolution must have a clear reference to
the scheme itself or to the summary of its key terms.
Shareholders must also be presented with information on
how the company intends to provide for the shares

It should be clearly stated whether the company intends to
buy shares in the market, hold the shares in reserve or
issue new ones. There should also be a summary on
scheme-related expenses the company will suffer due to
the anticipated application of the scheme. All information
given in this article must be posted on the company’s
website.

required to meet its obligations under incentive schemes. |

[Not
applicable

company concerned.

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

9.1. The corporate governance framework should
assure that the rights of stakeholders that are protected
by law are respected.

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

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

Yes

The Company has a collective employment
contract in place. The chairman of the trade
union is invited to join monthly production
meetings and other major management
discussions of the Company.
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the company.

Principie X: Information disclosure and transparency

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

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
management bodies, chief executive officer of the
company and their remuneration;

5) Material foreseeable risk factors;

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 to disclosure of the information
specified in this list.

10.2. It is recommended that consolidated results of the

whole group to which the company belongs should be

disclosed when information specified in item 1 of

Recommendation 10.1 is under disclosure.

10.3. It is recommended that information on the

professional background, qualifications of the members

of supervisory and management bodies, chief executive
officer of the company should be disclosed as well as
potential conflicts of interest that may have an effect on
their decisions when information specified in item 4 of
Recommendation 10.1 about the members of the
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 VIII.

10.4. It is recommended that information about the links

between the company and its stakeholders, including

employees, creditors, suppliers, local community, as
well as the company’'s policy with regard to human
resources, employee participation schemes in the
company's share capital, etc. should be disclosed when

information specified in item 7 of Recommendation 10.1

is under disclosure.

Yes

All information, except for certain items (see
the note below), is disclosed in the Company's
annual prospectus-reports, and posted on the
websites of the Company and the Vilnius
Stock Exchange.

Note:

The following information mentioned in
paragraph 4 of recommendation item 10.1 is
disclosed: members of the Company's
supervisory and management bodies, chief
executive officer of the Company.

Information mentioned in recommendation
items 10.2 to 10.4 is not disclosed.
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10.5. Information should be disclosed in such a way
that neither shareholders nor investors are
discriminated with regard to the manner or scope of
access to information. Information should be disclosed
to all simultaneously. It is recommended that notices
about material events should be announced before or
after a trading session on the Vilnius Stock Exchange,
so that all the company’s shareholders and investors
should have equal access to the information and make
informed investing decisions.

Yes

Information is posted on the website of the
Vilnius Stock Exchange.

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

Yes

Information is posted on the website of the
Vilnius Stock Exchange.

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

No

This information is available on the websites of
the Stock Exchange and the Lithuanian
Securities Commission.

Principle Xli: The selection of the company’s auditor

auditor’s conclusion and opinion.

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

11.1. An annual audit of the company’'s financial
statements and report should be conducted by an

The Company is compliance with the legal
requirements in terms of the audit of its

company's supervisory board and, where it is not
formed, the company’s board upon their consideration
which firm of auditors to propose for the general
shareholders’ meeting.

independent firm of auditors in order to provide an | No annual financial statements and the annual
external and objective opinion on the company’s report by an independent firm of auditors.
financial statements. Interim financial statements are not audited.
11.2. It is recommended that the Company’s SUpeNisory The Company is in Comp"ance with this
board and, where it is not set up, the company’s board recommendation, where the Company‘s
ShOU|d prOpOSe a Cand|date firm Of auditors to the YeS board proposes a candidate ﬁrm Of auditors
general shareholders’ meeting. to the general meeting of shareholders.
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 to the

company. This information should be also known to the Ves The firm of auditors has not rendered non-

audit services to the Company.
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