GR I GI S'KE. s BALTWoo R Kuurinao AIEEAY
- i KLAIPEDOS KARTONAS RECYELING ~TlaK

GRIGISKES AB

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014,
PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL REPORTING
STANDARDS,
AS ADOPTED BY THE EUROPEAN UNION,
PRESENTED TOGETHER WITH INDEPENDENT AUDITOR'S REPORT



w -
CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

(all amounts are in LTL unless otherwise stated)

CONTENTS
INDEPENDENT ALBPLIQR SIREPORT sovscusvmmrssmmmos s s s v s s 8 s i 6355 S s e anas s s vs 3
STATEMENTS OF FINANCIAL POSITION Lottt sttt e s s e s nn s s e e e e e e e smneerssneensaeeesennes 5
STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME ......ooiiiiiiiiiiiiciiiiiiiissee i 7
STATEMENTS OF GHANGES IN EQLIITY  cuviissevomssisssimss it ssraidssssesiviess ivis e st s sisi i srvises 8
STATEMENTS OF CASH FLOWS .ottt et e e e s e s et e st m s e et e e e e n e e emnnseeeanneeenes 10
NOTES TO THE FINANEIAL STATEMENTS. .. .. onssnensnesmmsmennsnsnasssmeness s s i s s o S s i 12
T, COTTETA) TTORTIETION. .00 oanmssivasissiomsssisanssss R S L A Y RV 0 SRR RS I A 12
2, ACTOEITEING DOUEIRS .. oo wsmissns csssaismims e e e e O D BT RS e NSRS s 14
3. Financial instruments — fair values and risk Management .........ccccoceviriinieiinnencnneseeeenennens 27
4, Property; plant s eeiiETIeINT s v sy s i sy sl iy e e s s s 34
B ITCEEITUDIE GBS . nomrernsessansemssie s s s S e s S Sy A RS s T e 37
B,  |IDVESEHETIEDTOIIOIIY . vorreovmnnnrneemmmnannnsssonsmens oo stnsimhiss e i A s A T3 YR80 AR RO AR N VR 40
I 0= o 1= T 41
8. DICOUNISTRESINADIE ... cammmensnnansmmsssnnssnmsnrnrnssnnsssiisi s e S G O A ooV 41
9.  Cashianid Cash COUIVEIENTS. .. comerssmersmmmmssmssesiss sk ns i A R T T B s S e 42
10, Share capmial Gt FESEIVES, ... orsrerssssennsnssssmsionessiiss s S RSP S DR e s ess oo 43
11. Capital MANAGENABIIL. .. ceeoerrmmnrrssenmrssrrarsssnmmesssassresmasns sss MA1s SE ST RIS ST SRR PR v ks -
12, Grarits atid SUBBIRIBY ......osmmmmremmnrsmsnmsmnsssssmonnssmssnsyssssssssis smisos s S A o wey 45
13, BT OGS e cemmmenransonensammssnszam nams erpssrmmnarasamssenmeammsssasssess S i SR AT T ST s SRS I SR s Snven 45
T, FINENCE B850 Ol G ATI0ME  orns sarsensransarnrenssrrrmr ssmms snsymsnssnnssas o5 46440804 0 R R LT S0 47
15.. Non-clurretit @mMployae BENEITES .. ossrcsssrmmesssnssssnsassnssassaseassinsssasasisssssssisssssivasssvvgasssassssuionss 48
16. Trade payables and other current labilities........ccoovieiiiriiniiii e 49
17, SEgENT IMEORMATION 1ccverorommesmsssesrmesncsmmsstssssssssnsrassoessssssmasssnsans sanssssssissssasses sibsa (RIS TSRS ETIwERL 49
18. Other Operating iNCOME.....c.ccveiveererremseearesssesstosiasssisossnssssersssesssassssssssnsssesssssesssessbssssassasssassrssasnn 52
19. Other OPerating EXPENSES ...cuiiceerrrrirreenrrrireestesesiisessstessussasssssseseessbsassssssssesssesnsessassassassssasssns 52
20. Selling and distribULioN EXPENSES.....c.ciirervrrrieieerteiieeiserisie et ssesssresasssssessssssessanssnns 52
21. General and adminiStrative EXPENSES .....cciviiierrrerirreereee e eeeeeeset e rte et e e bt e e sreeesbessan e s snseeans 53
22. FiNance iNnCOME and EXPENSES. .......iiruiiiieeieeneie et e e sn e es st e st snssbe e ess e as s ean s s sas s e s abeennseeans 53
B T 1 o Talo ] 0 1 < - ) GO SO PR PO ST OP PRSPPI 54
24. Basic and diluted earnings Per Share.. ... et s 57
25, DIVIAENAS P SNAIE . oottt ettt e eab e e aa e s 58
26. Related party tranSactions ..ot 58
27. Off-bDalance ShEETITEIMS ....o.eeiieeee et 60
28, SUDSEQUENT BVENTS ..ottt ettt ettt sttt n e e e emt e bt et e r e et sae s easeae s saeeeaeeare s 61
L I CTe 11 s Te N lo] =1 o o P RSP RRTO 61
CONSOLIDATED ANNUAL REPORT ..oeieiiiiieeiiiisteeeeeeeei e e e e sesete et e et seabb b batss s eaas st snnaaaeessesssrasnnnseessssnnssaseesaaanss 62
INFORMATION ON COMPLIANCE WITH GOVERNANCE CODE ...ttt e 80



e

KPMG Baltics, UAB Phone: +370 5210 2600
Upés St. 21 Fax: +3705 210 2659
LT-08128, Vilnius E-mail: vilnius@kpmg.lt
Lithuania Website: kpmg.com/it

Independent Auditor’s Report
To the Shareholders of GRIGISKES AB

Report on the Parent Company’s and Consolidated Financial Statements

We have audited the accompanying separate financial statements of GRIGISKES AB (“the Company™), which
comprise the separate statement of financial position as at 31 December 2014, the separate statements of profit or
loss and other comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory notes, as set out on pages 5-61. We have also audited the
accompanying consolidated financial statements of GRIGISKES AB and its subsidiaries (“the Group”), which
comprise the consolidated statement of financial position as at 31 December 2014, the consolidated statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory notes, as set out on pages 5-61.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these separate and consolidated financial
statements (hereinafter “the financial statements™) in accordance with International Financial Reporting Standards
as adopted by the EU and for such internal control as management determines is necessary to enable the preparation
of these 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 whether these financial statements are
free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on auditor’s judgment, including the assessment of the risks of material
misstatement of these financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the Company’s and Group’s preparation and fair presentation of these
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 Company’s and Group’s internal control. An audit
also includes evaluating the appropriateness of accounting principles used and the reasonableness of accounting
estimates made by Company’s and Group’s 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.

©2015 KPMG Baltics, UAB, a Lithuanian limited liability company and a Company code: 111484971 —
member firm of the KPMG network of independent member firms affiliated VAT code: LT114949716
with KPMG Intemational Cooperative (*KPMG International”), a Swiss entity. 3

All rights reserved.
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Opinion
In our opinion, the separate financial statements give a true and fair view of the unconsolidated financial position

of GRIGISKES AB as at 31 December 2014, and of its unconsolidated financial performance and cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted by the EU.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of GRIGISKES AB and its subsidiaries as at 31 December 2014, and of the consolidated financial performance
and cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted
by the EU.

Report on Other Legal and Regulatory Requirements

Furthermore, we have read the consolidated annual report of GRIGISKES AB for the year ended 31 December
2014, set out on pages 62-103 of the financial statements, and have not identified any material inconsistencies
between the financial information included in the annual report and the financial statements of GRIGISKES AB
for the year ended 31 December 2014.

On behalf of KPMG Baltics, UAB

/Z Ww %pmlene

Rokas Kas eravicius
Partner pp’ Cemﬁed Auditor
Certified Auditor

Vilnius, the Republic of Lithuania
27 March 2015
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’ CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEMENTS
> FOR THE YEAR ENDED 31 DECEMBER 2014

(all amounts are in LTL unless otherwise stated)

STATEMENTS OF FINANCIAL POSITION

 ASSETS

‘ |

Non-current assets ‘ i i

Property, plant and equipment 4 i 242,506,729 | 204,425,907 144,472,305 107,081,287
Investment property 6 2,988,623 | 3,097,468 \ 2,988,623 1 3,097,468
Intangible assets 5 ‘ 14,935,976 15,943,355 1,217,734 1,312,395
Investments into subsidiaries = 1 | = - | 40,755,923 | 40,755,923
Other investments 1 | 100,000 - 100,000 -
Non-current receivables ‘; 8 [ 1,659,203 613,835 [ 5,310,289 | 1,487,305
Deferred income tax assets 23 | - - 561,823 323,631
Total non-current assets i . 262,190,531 224,080,565 195,406,697 154,058,009
Current assets [ ‘ | ‘

Inventories 7 26,365,830 24,635,960 10,309,908 9,600,139
Accounts receivable | 8 ! 36,566,565 40,533,006 I 20,547,904 | 19,132,988
Other current assets 2,207,870 885,313 2,168,565 2,133,367
Current tax assets | | 61,248 ) 338,567 ‘ - I 85,817
Cash and cash equivalents 9 4,855,352 2,494,118 | 1,045,651 288,460
Total current assets | ! 70,056,865 | 68,886,964 | 34,072,028 1 31,240,771
TOTAL ASSETS ! ! 332,247,396 292,967,529 229,478,725 185,298,780

(cont’d on the next page)



GRIGISKES

CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
(all amounts are in LTL unless otherwise stated)

STATEMENTS OF FINANCIAL POSITION (CONT’D)

G Group B Company LDl
No- Asat 2 As at As at As at
tes 31 December 31 December | 31 December 31 December
A R e e 2014 2013 - 2014 2013
EQUITY AND LIABILITIES
Equity . |
Share capital | 10 | 65,700,000 65,700,000 65,700,000 | 65,700,000
Share premium 10 | 3,863,357 3,863,357 3,863,357 3,863,357
Legal reserve 10 5,656,030 5,322,763 5,656,030 5322763
Foreign currency translation (5.110.829) (963,091) y i
reserve
Retained earnings 70,693,713 50,889,981 47,978,490 39,867,674
Equi ; ;
quiity attributableito equity 140,802,271 124,813,010 123,197,877 114,753,794
holders of the parent
Non-controlling interests 2,162,429 2,172,560 - -
Total equity 142,964,700 126,985,570 123,197,877 114,753,794
Liabilities
Non-current liabilities
Grants and subsidies 2. 18,135,077 14,149,996 11,937,943 8,851,957
Non-current borrowings 13 66,697,021 59,106,353 25,775,643 19,766,430
Finance lease obligations 14 2,387,931 2,149,937 1,087,000 1,845,366
Loans from subsidiaries | - - 4,500,000 4,000,000
Deferred income tax liability 23 1,742,820 2,159,712 - -
Non-current employee benefits 15 680,198 766,807 341,568 303,806
Sl e el il 428,817 124,301 114,504 203,995
other non-current liabilities
Total non-current liabilities 90,071,864 78,457,106 43,756,658 34,971,554
Current liabilities
Cll‘;r:n:t pertiomonlongitenm 13 26,372,962 12,249,759 17,334,788 4,944,803
Current borrowings 13 8,943,133 8,538,212 5,137,260 8,144,336
EanEponrehfinance fesse 3 2,044,185 1,349,810 1,143,280 1,098,956
obligations
Loans from subsidiaries - - 4,000,000 -
Income tax payable 1,167,200 449,112 200,685 -
Trade and other payables 16 60,683,352 64,937,960 34,708,177 21,385,337
Total current liabilities 99,210,832 87,524,853 62,524,190 35,573,432
TOTAL EQUITY AND LIABILITIES 332,247,396 292,967,529 229,478,725

The accompanying notes are an integral part of these financial statements.

The financial statements were approved by th

‘w

—

T N

Gintautas Pangonis
President

185,298,780

enton 27 March 2015 and signed on its behalf by:

— é){
yijél;leriené
Vice ident, Finance



[ GRIGISKES

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
(all amounts are in LTL unless otherwise stated)

STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

- Group

b 2014
Revenue 17 343,657,328
Cost of sales (280,100,720)
Gross profit 63,556,608
Other operating income 18 4,285,045
Selling and distribution expenses 20 (25,302,786)

General and administrative expenses 21
Other operating expenses 19
Profit from operations
Finance income

Finance expenses

Profit before income tax
Income tax

NET PROFIT

22
22

23

Other comprehensive income

Items that will never be reclassified
to profit or loss

Items that are or may be
reclassified to profit or loss

Exchange differences on translation
of foreign operations

Total comprehensive income for
the year, net of tax

Profit attributable to:
The shareholders of the Company
Non-controlling interests

Total comprehensive income
attributable to:

The shareholders of the Company

Non-controlling interests

Basic and diluted earnings per share 24

(14,367,213)
(881,661)
27,289,993
250,126
(1,664,045)
25,876,074
(2,163,214)
23,712,860

(4,233,833)
(4,233,833)

19,479,027

23,436,984 |

275,876
23,712,860

19,289,246
189,781

19,479,027

036

The accompanying notes are an integral part of these financial statements.
The financial statements were approved by the management on 27 March 2015 and signed on its behalf by:

"~

Xfm

v

Gintautas Pangonis
President

e L Company B G
2013 2014 | 2013
328,779,404 167,117,242 148,615,163
(276,801,194) | (138,084,229) | (124,976,701)
51,978,210 29,033,013 23,638,462
2,080,760 | 3,291,850 | 1,100,570
(23,473,478)  (11,953,524) (9,922,379)
(12,998,533)  (6,708,360) (6,626,897)
(477,087) (869,433) (401,170)
17,109,872 12,793,546 7,788,586
178,245 182,064 20,530
(2,296,567) (696,786) (711,177)
14,991,550 12,278,824 7,097,939
(1,840,410) (549,741) | (432,602)
13,151,140 11,729,083 6,665,337
(634,928) - -
(634,928) - :
12,516,212 11,729,083 6,665,337
13,052,891 | 11,729,083 6,665,337
98,249 - -
13,151,140 11,729,083 6,665,337
12,444,220 | 11,729,083 6,665,337
71,992 - -
12,516,212 11,729,083 6,665,337
04 A

0L

ina
.

sident, Finance

| o .
Sileriene

;



CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
(all amounts are in LTL unless otherwise stated)

GRIGISKES

STATEMENTS OF CHANGES IN EQUITY

Equity attributable to equity holders of the parent

G‘r‘o&p-

- Share
capital

Share
premium

Legal
reserve

Foreign
currency
translation

reserve

Retained
earnings

Total:

Non-

interest

controlling

Total
equity:

Balance as at
31 December
2012

Net profit for
the year

Other
comprehensive
income
(expenses)
Total
comprehensive
income
(expenses)
Issue of ordinary
shares (Note 1)
Transfer to legal
reserve
Dividends
approved (Note
25)
Transactions
with owners of
the Company
Balance as at
31 December
2013

Net profit for
the year

Other
comprehensive
income
(expenses)
Total
comprehensive
income
(expenses)
Acquisition of
NCI (Note 1)
Transfer to legal
reserve
Dividends
approved (Note
25)
Transactions
with owners of
the Company
Balance as at
31 December
2014

60,000,000 |

5,700,000

5,700,000

65,700,000

65,700,000

3,863,357

3,863,357 |

3,863,357

3,863,357

4,898,670

424,093

424,093

5,322,763

333,267

333,267

5,656,030

(354,420)

(608,671)

(608,671)

(963,091)

(4147,738)

(4,147,738)

(5,110,829)

39,461,183

13,052,891

13,052,891

(424,093)

(1,200,000)

(1,624,093)

50,889,981

23,436,984

23,436,984

(14,985)

[ (333,267)

(3,285,000)

(3,633,252)

70,693,713

104,005,433

13,052,891

(608,671)

12,444,220

9,563,357

(1,200,000)

8,363,357

124,813,010

23,436,984

(4,147,738)

19,289,246

(14,985)

(3,285,000)

(3,299,985)

140,802,271

2,100,568

98,249

(26,257)

71,992 |

2,172,560

275,876 |

(86,095)

189,781

(37,314)

(162,598)

(199,912)

2,162,429

106,106,001

13,151,140

(634,928)

12,516,212

9,563,357

(1,200,000)

8,363,357

126,985,570

23,712,860

(4,233,833)

19,479,027

(52,299)

(3,447,598)

(3,499,897)

142,964,700

(cont'd on the next page)



s GRIGISKES

CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

(all amounts are in LTL unless otherwise stated)

STATEMENTS OF CHANGES IN EQUITY (CONT’D)

Compan Sh? '."e: “Sh‘a,re_ Legal reserve hetdinede E Total equity:
e capital premium ORISR earnings I e Y 3
Balance as at 31 December 2012 60,000,000 | - 4,898,670 34,826,430 99,725,100
Net profit for the year = = - 6,665,337 6,665,337
Other comprehensive income . - } .
(expenses) f 3
Total comprehensive income ) ) ) 6,665,337 6,665,337
(expense) for the year
Issue of ordinary shares (Note 1) 5,700,000 | 3,863,357 = - 9.563.357
Dividends approved (Note 25) - - = (1,200,000) (1,200,000)
Transfer to legal reserve = 424,093 (424,093) -
Teansactions with.ownersofthe 5,700,000 3,863,357 424,093 (1,624,093) 8,363,357
Company
Balance as at 31 December 2013 65,700,000 3,863,357 5,322,763 39,867,674 114,753,794
Net profit for the year - - = 11,729,083 11,729,083
Other comprehensive income
(expenses) K E ’ : 3
Total comprehensive income ) i ) 11,729,083 11,729,083
(expense)
Issue of ordinary shares (Note 1) - - - - -
Dividends approved (Note 25) - - - (3,285,000) (3,285,000)
Transfer to legal reserve = - 333,267 (333,267) -
Transactions with owners of the ) ) 333,267 (3,618,267) (3,285,000)
Company
Balance as at 31 December 2014 65,700,000 3,863,357 5,656,030 47,978,490 123,197,877

The accompanying notes are an integral part of these financial statements.
The financial statements were approved by the management on 27 March 2015 and signed on its behalf by:

 S———— . — =

a4

Gintautas Pangonis
President

%7
,‘/"’—"‘\. =

>
=)
g’l:-@a%iieriené
Vice President, Finance



[ GRIGISKES

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
(all amounts are in LTL unless otherwise stated)

STATEMENTS OF CASH FLOWS

ks G S Groop ain) ~ Company
| Notes 2014 2013 2014 | | 2013
Cash flows from (to) operating activities
Profit before income tax 25,876,074 14,991,550 | 12,278,824 7,097,939
Adjustments for non-cash items
Depreciation and amortisation net of grants 27,462,533 26,426,081 14,990,204 14,949,340
Finance (income) expenses, net 22 1,413,919 2,118,322 514,722 | 690,647
Loss (gain) on disposal anfi write-off of (413.011) (298,222) (256,992) | (85,803)
property, plant and equipment
Loss (profit) on disposal of emission rights (2,080,312) - (2,080,312) | -
Property, plant and equipment impairment (3,128) (8.825) (3,128) (6,250)
losses (reversal)
Allowance for doubtful accounts receivable 8 394,266 | (191,631) (48.522) 16,640
(reversal)
52,650,341 | 43,037,275 25,394,796 22,662,513
Changes in working capital
: !
finerezise) dagraggein SaneEntatier 2,526,807  (9,980,785)  (5,189,378)  (5,573,584)
receivables
(Increase) decrease in inventories (243,833) (3,304,808) (709,769) = (2,882,138)
(Increase) decrease in other assets (1,322,557) 79,283 (35,198) (1,797,486)
Increase (decrease) in trade and other (7.567,149) 21702.819 12,807,131 3,976,887
payables
(6,606,732) 8,496,509 6,872,786 (6,276,321)
Interest (paid) (1,581,255) (1,765,138) (491,156) | (678,200)
Income tax (paid) 28,850 | (1,735,796) - (1,186,926)
Net cash flows from (to) operating 44,491,204 31,776,426

activities

48,032,850

14,521,066

(cont’d on the next page)

10



[ GRIGISKES

CONSOLIDATEDR AND PARENT COMPANY'S FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014
(all amounts are in LTL unless otherwise stated)

STATEMENTS OF CASH FLOWS (CONT'D)

Cash flows from (to) investing activities
(Acquisition) of property, plant and

equipment

(Acquisition) of other investments
Proceeds from sale of property, plant and

equipment

Grants and subsidies received
Proceeds from disposal of emission

allowances
Interest received
Repaid (granted) loans

Net cash flows (to) investing activities

Cash flows from (to) financing activities

Dividends (paid)
Issue of shares
Loans (repaid)

Proceeds from borrowings
Short-term loans increase (decrease)
Loans received from subsidiaries and

related companies

Finance lease (payments)
Net cash flows (to) financing activities

Net increase (decrease) in cash and cash

equivalents

Cash and cash equivalents at the
beginning of the year
Cash and cash equivalents at the end of

the year

Supplemental information of cash flows:

Non-cash investing activity:

Property, plant and equipment acquisitions

financed by finance lease
Payable for property, plant and equipment
outstanding as at year end

No- {80 Group U D iie | Gompany Si5 et
tes il 2014 2013 2014 2013

4,5  (67,127,876) | (51,925534) | (52,937,088) @ (24,769,100)

(100,000) - (100,000) ;

585,049 592,011 257,000 95,120

12 5,650,727 7,002,360 4,239,487 1,780,000

2,080,312 : 2,080,312 3

. 11,968 - 19,306

: 2 2 (1,250,000)

(58,911,788) | (44,319,195) (46,460,289) (24,124,674)

. (3/447,598) | (1,200,000) (3,285,000) (1,200,000)

‘ - 9,563,357 = 9,563,357

(11,277,859) | (10,736,099) (3,972,903) (4,049,640)

32,991,730 4,027,900 22,372,101 4,027,900

404,921 (1,175,141) (3,007,076) 38,064

. . 4,500,000 4,000,000

(1,889,376) (2,939,131) (1,166,068) (2,683,362)

16,781,818  (2,459,114) 15,441,054 9,696,319

2,361,234 (1,254,541) 757,191 92,711

2,494,118 1,239,577 288,460 195,749

4,855,352 2,494,118 1,045,651 288,460

2,930,088 451,675 439,516 126,860

13,950,131 16,831,080 11,598,602 3,829,789

The accompanying notes are an integral part of these financial statements.
The financial statements were approved by the management on 27 March 2015 and signed on its behalf by:

e s P
ol =7
Gintautas Pangonis ina Sileriené
President Vice President, Finance

11



CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEMENTS

b4 -
" FOR THE YEAR ENDED 31 DECEMBER 2014
> (all amounts are in LTL unless otherwise stated)

NOTES TO THE FINANCIAL STATEMENTS

1 General information

GRIGISKES AB (hereinafter referred to as the Company) is a public limited liability company registered in the Republic of
Lithuania on 23 May 1991.The Company is engaged in production of toilet paper, paper towels, paper napkins, corrugated
cardboard and products from corrugated cardboard. Paper mill in GRIGISKES was established in 1823.

The address of the Company’s registered office is as follows: Vilniaus St. 10, Grigiskés, Vilnius Mun,, Lithuania.

Shares of the Company are included into the Baltic Main List of NASDAQ OMX Vilnius Stock Exchange (ISIN Code of the
shares is LTO000102030). Trading Code of the shares on NASDAQ OMX Vilnius Stock Exchange is GRGTL.

Structure of the Group

Asat 31 December 2014 and 2013 GRIGISKES AB group consists of GRIGISKES AB and the following subsidiaries (hereinafter
referred to as the Group):

Subsidiaries |rctcnrlle bythe Cpn:
|

Wood processing:

|
i | ' Vilniaus St. | ;
UAB - YD Grigites | eiosuetion oF
100% | 27,592,000 4,411,175 | 33,665,591 100% @ 27,592,000 |, - " hardboards and coloured
Baltwood | Vilnius Mun.,
P : hardboards of wood
‘ | Lithuania .
‘ | ! ‘ fibre.
‘ ; Corrugated board and
i Vilniaus St. packaging from
UABEkotara  100% 10,000 - 10,004 100% 10000 'O Grigiskés, - corrugated board
: Vilnius Mun,,  manufacturing. No
1 : Lithuania | operationsin 2014 and
w 2013.
| ‘ Popieriaus St Building and
0 , : gan
UAB Na.UJ-IeJI 100% s 1,194 ‘ (54,608) 100% - | 15 Vilnius, | development of real
Verkiai | : ;
| L Lithuania estate.
‘ | Vilniaus St.
UABAGR | o000 13143023 | 3377778 24661969 100% 13,143,923 |0 Grigiskes, Investment activities and
Prekyba Vilnius Mun., carporate governance.
Lithuania
UAB | ‘ | i ‘1:”2?@5& 1Heat production and sale.
Grigiskiy ‘ 100% | 10,000 | (25) 115 100% 10,000 | MIBKES NG Gperations in 2014
Energija ‘ ' | i " Rl e and 2013
‘ ‘ | ‘ 3 | Lithuania | i

40,755,923 40,755,923
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1. General information (cont’d)
R 8 U001 D R S
5*""? i f Profit (loss) Eauityatibe ‘Shareofifii Lo =0 ' :
il  \thestock  Size of A endof sl Size of s I Sy A e
Name | i g for the wonsas iithe stockd .| Address Principal activity
held by investment RN reporting | investment )
7, S reporting held by A
the (cost) e period = | " i (cost)
Group - s (100%) S
Subsidiaries indirectly controlled by the Company:
‘ ' Manufacturing of raw
[ materials for production
AB w ‘ Nemuno St. 2, of corrugated board -
Klaipédos = 95.78% 2 8,021,348 52,981,891 @ 95.78% - | Klaipeda, = testlinerand fluting,
Kartonas Lithuania production of paper

honeycomb used in
furniture industry.

Vilniaus St.

UAB 10, Grigiskés Waste-paper
Klaipeda = 95.78% - (945862) 1,151,661 94.18% o R . i iR
Recvclin Vilnius Mun., procurement.

cyeing Lithuania

Koshevovo St Corrugated board and
PAT Mena 6, Chernigovo packaging from
= 0, =
Pak e BAEo0: Sl e distr., Mena, corrugated board
Ukraine manufacturing.

Changes in the Group in 2014

There were no significant changes in the Group in 2014.

Changes in the Group in 2013

On 30 May 2013 the amended Articles of Association of GRIGISKES AB (hereinafter “the Company”) were registered with
the Register of Legal Entities after the increase of the authorised capital of the Company up to LTL 65,700,000 and the
Company's shares of the new issue (5,700,000 units) were introduced to the Main List of AB NASDAQ OMX Vilnius stock
exchange and admitted to trading. The authorised capital of the Company was increased after the placement of a new
issue of the Company’s shares, of the total nominal value of LTL 5,700,000, following the resolutions of the Annual General
Meeting of Shareholders of the Company held on 26 April 2013.

Acquisition of other investments in 2014

The Group and the Company acquired other investments — 19.96% shares in UAB Veido Periodikos Leidykla in 2014 for LTL
100 thousand.

As at 31 December 2014, the number of employees of the Group was 814 (as at 31 December 2013 - 878). As at
31 December 2014, the number of employees of the Company was 336 (as at 31 December 2013 - 302).

The Company's management authorised these financial statements on 27 March 2015. The shareholders of the Company
have a statutory right to either approve these financial statements or not approve them and require the management to
prepare a new set of financial statements.
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2. Accounting policies
2.1. Basis of preparation

The financial statements of the Group and the Company are prepared in accordance with International Financial Reporting
Standards effective as at 31 December 2014 that have been adopted for use in the European Union.

These financial statements have been prepared on a historical cost basis.

Changes in accounting policies

Except for the changes below, the Group and the Company have consistently applied the accounting policies set out in
Note 2 to all periods presented in these consolidated and separate financial statements.

The Group and the Company have adopted the following new standards and amendments to standards, including any
consequential amendments to other standards, with a date of initial application of 1 January 2014.

I IFRS 12: Disclosure of Interests in Other Entities

IFRS 12 brings together into a single standard all the disclosure requirements about an entity’s interest in subsidiaries, joint
arrangements, associates and unconsolidated structured entities.

IFRS 11 Joint Arrangements also became first applicable in 2014; however, it is not applicable to the Company as the
Company does not participate in joint arrangements.

ii. IFRS 10: Consolidated Financial Statements

As a result of IFRS 10 (2011), the Group has changed its accounting policy for determining whether it has control over and
consequently whether it consolidates its investees. IFRS 10 (2011) introduces a new control model that focuses on whether
the Group has power over an investee, exposure or rights to variable returns from its involvement with the investee and
ability to use its power to affect those returns.

In accordance with the transitional provisions of IFRS 10 (2011), the Group reassessed the control conclusion for its
investees at 1 January 2014. The Group concluded that there are no changes in control assessment as a consequence of
new rules introduced by IFRS 10 (2011).

iil. Other amendments to standards

The following amendments to standards with effective date of 1 January 2014 did not have any impact on these separate
and consolidated financial statements:

IAS 27 (2011) Separate Financial Statements;

|AS 28 (2011) Investments in Associates and Joint Ventures;

Amendments to |AS 32 on Offsetting Financial Assets and Financial Liabilities;
Amendments to |AS 27 on Investment Entities;

Amendments to |AS 36 on Recoverable Amount Disclosures for Non-Financial Assets;
Amendments to |AS 39 on Novation of Derivatives and Continuation of Hedge Accounting.
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2. Accounting policies (cont'd)
2.1. Basis of preparation (cont’'d)

New standards and interpretations not yet adopted

A number of new standards, amendments and interpretations are effective for annual periods beginning after 1 January
2015, and have not been applied in preparing these consolidated and separate financial statements. Those which may be
relevant to the Group and the Company as well as management's judgements regarding the possible impact of initial
application of new and revised standards and interpretations are set out below. The Group and the Company do not plan
to adopt these amendments, standards and interpretations early.

0 Amendments to IAS 19 — Defined Benefit Plans: Employee Contributions (effective for annual periods beginning
on or after 1 February 2015)

The amendments are relevant only to defined benefit plans that involve contributions from employees or third parties
meeting certain criteria. Namely that they are:

e setoutin the formal terms of the plan;
e linked to service; and
e independent of the number of years of service.

When these criteria are met, a company is permitted (but not required) to recognise them as a reduction of the service
cost in the period in which the related service is rendered.

The Group and the Company do not expect the Amendment to have any impact on the financial statements since they do
not have any defined benefit plans that involve contributions from employees or third parties.

(ii) IFRIC 21 Levies (effective for annual periods beginning on or after 17 June 2014)

The Interpretation provides guidance as to the identification of the obligating event giving rise to a liability, and to the
timing of recognising a liability to pay a levy imposed by government.

In accordance with the Interpretation, the obligating event is the activity that triggers the payment of that levy, as
identified in the relevant legislation and as a consequence, the liability for paying the levy is recognised when this event
occurs. The liability to pay a levy is recognised progressively if the obligating event occurs over a period of time. If the
obligating event is the reaching of a minimum activity threshold, the corresponding liability is recognised when that
minimum activity threshold is reached.

The Interpretation sets out that an entity cannot have a constructive obligation to pay a levy that will be triggered by
operating in a future period as a result of the entity being economically compelled to continue to operate in that future
period.

It is expected that the Interpretation, when initially applied, will not have a material impact on the financial statements,
since it does not result in a change in the Group's and the Company's accounting policy regarding levies imposed by
governments.

(ifi) Annual Improvements to IFRSs

The improvements introduce eleven amendments to nine standards and consequential amendments to other standards
and interpretations. Most of these amendments are applicable to annual periods beginning on or after 1 February 2015,
with earlier adoption permitted. Another four amendments to four standards are applicable to annual periods beginning
on or after 1 January 2015, with earlier adoption permitted.

None of these amendments are expected to have a significant impact on the financial statements of the Group and the
Company.
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2. Accounting policies (cont’d)
2.2. Going concern

These financial statements for the year ended 31 December 2014 have been prepared under the assumption that the
Group and the Company will continue as a going concern.

2.3. Basis of consolidation
The consolidated financial statements of the Group include GRIGISKES AB and its subsidiaries.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Company or the Group obtains
control, and continue to be consolidated until the date when such control ceases. The financial statements of the
subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting policies. All
intra-group balances, transactions, unrealised gains and losses resulting from intra-group transactions and dividends are
eliminated in full.

Total comprehensive income within a subsidiary is attributed to the non-controlling interest even if that results in a deficit
balance. A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

e Derecognises the assets (including goodwill) and liabilities of the subsidiary;

e Derecognises the carrying amount of any non-controlling interest;

e Derecognises the cumulative translation differences, recorded in equity;

e Recognises the fair value of the consideration received;

e Recognises the fair value of any investment retained;

e Recognises any surplus or deficit in profit or loss;

e Reclassifies the parent’s share of components previously recognised in other comprehensive income to profit or

loss or retained earnings, as appropriate.

2.4. Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, measured at acquisition date fair value and the amount of any non-controlling
interest in the acquiree. For each business combination, the acquirer measures the non-controlling interest in the acquiree
either at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition costs incurred are
expensed and included in administrative expenses.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's previously held equity
interest in the acquiree is remeasured to fair value at the acquisition date through profit or loss. Any contingent
consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. Subsequent changes
to the fair value of the contingent consideration which is deemed to be an asset or liability, will be recognised in
accordance with IAS 39 either in profit or loss or as a change to other comprehensive income. If the contingent
consideration is classified as equity, it should not be remeasured until it is finally settled within equity.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred and the amount
recognised for non-controlling interest over the net identifiable assets acquired and liabilities assumed.

If this consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is recognised in
the statement of comprehensive income.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group's cash-generating units that are expected to benefit from the combinaticn, irrespective of whether other assets or
liabilities of the acquiree are assigned to those units (refer to Note 2.24).

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in the carrying amount of the operation when determining the gain
or loss on disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative values of
the operation disposed of and the portion of the cash-generating unit retained.
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2. Accounting policies (cont’d)

2.5. Measurement and presentation currency

The amounts shown in these financial statements are presented in the local currency of the Republic of Lithuania -
Lithuanian litas (LTL).

The functional currency of the Company and its subsidiaries operating in Lithuania is Lithuanian litas. The functional
currencies of foreign subsidiaries are the respective foreign currencies of the country of residence. ltems included in the
financial statements of these subsidiaries are measured using their functional currency.

Transactions in foreign currencies are initially recorded in the functional currency as at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange as at the date of the statement of financial position. Non-monetary items carried at cost are translated using the
exchange rate at the date of the transaction.

The assets and liabilities of foreign subsidiaries are translated into Litas at the reporting date using the rate of exchange
as at the date of the statement of financial position, and their statements of comprehensive income are translated at the
weighted average exchange rates for the year. The exchange differences arising on this translation are recognised in other
comprehensive income. On disposal of a foreign subsidiary, the deferred cumulative amount recognised in other
comprehensive income relating to that foreign operation is recognised in the statement of comprehensive income.

From 2 February 2002, the litas has been pegged to the euro at the rate of LTL 3.4528 for EUR 1, and the exchange rates in
relation to other currencies are set daily by the Bank of Lithuania.

2.6. Investments in subsidiaries (the Company)
Investments in subsidiaries in the Company's separate financial statements are carried at cost, less impairment.

At the end of 2011 the Company transferred a segment of its operations to one of its 100% subsidiaries. From the point of
view of separate financial statements of GRIGISKES AB, this is in-kind contribution to the existing subsidiary. There is no
guidance under IFRS on how to account for business contributions by the parentin its separate financial statements.

The Company made a decision to determine an appropriate accounting treatment. The policy followed was to recognise
an increased investment in the subsidiary based on the fair value of the additional shares received and therefore recognise
a gain/loss on disposal of the net assets of the segment transferred to the subsidiary (measured as the difference between
fair value of shares received and the carrying values of the assets transferred).

2.7. Intangible assets other than goodwill

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets acquired in a business
combination is stated at fair value as at the date of acquisition. Intangible assets are recognised if it is probable that future
economic benefits that are attributable to the asset will flow to the enterprise and the cost of asset can be measured
reliably.

The useful lives of intangible assets are assessed to be either finite or indefinite.

After initial recognition, intangible assets with finite lives are measured at cost less accumulated amortisation and any
accumulated impairment losses. Intangible assets are amortised on a straight-line basis over their useful lives:

Land lease right 90 years
Licenses, patents and etc. 3 years

Software 1-3 years
Other intangible assets 3-4 years

Intangible assets are assessed for impairment whenever there is an indication that the intangible asset may be impaired.
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2. Accounting policies (cont’d)
2.7. Intangible assets other than goodwill (cont’d)

The useful lives, residual values and amortisation method are reviewed annually to ensure that they are consistent with
the expected pattern of economic benefits from items in intangible assets other than goodwill.

The Group and the Company do not have any intangible assets with infinite useful life other than goodwill.
2.8. Property, plant and equipment

Property, plant and equipment are stated at cost (or deemed cost — see below) less accumulated depreciation and
impairment losses.

Before 31 December 2010, buildings were accounted as follows:
e The Company's buildings, acquired before 1 January 1996, were stated at indexed cost less indexed accumulated
depreciation and impairment losses.
e The Company's buildings, acquired after 1 January 1996, were stated at acquisition cost less accumulated
depreciation and impairment losses.

As at 31 December 2010, according to the exception available under IFRS 1, part of buildings, acquired before 1 January
1996, were measured at fair values, determined as at that date by independent property valuer, and these values were
used as deemed cost at that date.

After 31 December 2010 all property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses.

The initial cost of property, plant and equipment comprises its purchase price, including non-refundable purchase taxes
and any directly attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditures incurred after the property, plant and equipment is ready for its intended use, such as repair and
maintenance costs, are normally charged to the statement of comprehensive income in the period the costs are incurred.
Depreciation is computed on a straight-line basis over the following estimated useful lives:

Buildings and structures 8-91 years
Machinery and equipment 5-10 years
Vehicles 6-8 years
Other equipment and other assets 7 4-5 years

The useful lives, residual values and depreciation method are reviewed annually to ensure that they are consistent with
the expected pattern of economic benefits from items in property, plant and equipment.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in the statement of comprehensive
income in the year the asset is derecognised.

Construction in progress is stated at cost. This includes the cost of construction, plant and equipment and other directly
attributable costs. Construction-in-progress is not depreciated until the relevant assets are completed and put into
operation.
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2, Accounting policies (cont'd)
2.9. Investment property

Investment property, including part of buildings and structures, is held for earning rentals and / or for capital appreciation
rather than for use in the production, provision of services, or for administration purposes or sale.

Investment property is stated at historical cost less accumulated depreciation and adjusted for impairment loss, if any.
Depreciation is calculated on the straight-line method to write-off the cost of each asset to their residual values over their
estimated useful life: 10-50 years.

Transfers to and from investment property are made only when there is an evidence of change in an asset’s use. For a
transfer from investment property to owner-occupied property, the deemed cost for subsequent accounting is the
carrying value of investment property at the date of change in use. If owner-occupied property becomes an investment
property the Company and the Group account for such property in accordance with the policy stated under property,
plant and equipment up to the date of change in use. The deemed cost for subsequent investment property accounting
is the carrying value at the time of assets’ transfer.

2.10. Emission allowances

The EU Emission Allowance Trading Scheme was established by Directive 2003/87/EC and commenced on 1 January 2005.
The first phase ran for the three-year period from 2005 to 2007; the second runs for five years from 2008 to 2012 to coincide
with the first Kyoto Commitment Period; the third — for 8 years from 2013 to 2020. The scheme works on a 'Cap and Trade'
basis. EU Member States’ governments are required to set an emission cap for each phase for all ‘installations' covered by
the Scheme; this cap is established in the National Allocation Plan (NAP), which is issued by the relevant authority in each
Member State. The NAP describes the amount of yearly emissions (measured in tonnes of carbon dioxide equivalents)
permitted per installation for each phase for which allowances will be allocated on an annual basis.

Member States are required to allocate allowances to installations by 28 February each year according to the NAP (a certain
number of allowances are kept in reserve for new installations).

Member States must ensure that by 30 April of the following year at the latest, that the operator of each installation
surrenders a number of allowances equal to the total emissions from that installation during the preceding calendar year.

The Company and the Group apply a net liability approach in accounting for the emission allowances received. It records
the emission allowances granted to it at a nominal (nil) amount. Liahilities for emissions are recognised only as emissions
are made (provisions are never made on the basis of the expected future emissions) and only when the reporting entity
has made emissions in excess of the allowances held. The Company and the Group have chosen a system that measures
deficits on the basis of an annual allocation of emission allowances.

The outright sale of emission allowances is recorded as a sale at the fair value of consideration received. Any difference
between the fair value of the consideration received and its carrying amount is recorded as a gain or loss, irrespective of
whether this creates an actual or an expected deficit of the allowances held. When a sale creates an actual deficit an
additional liability is recognised in the statement of financial position.

2.11. Borrowing costs
Borrowing costs are interest and other costs that the Company and the Group incur in connection with the borrowing of
funds. Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset

form part of the cost of that asset. Other borrowing costs are recognized as costs when incurred.

A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or sale.
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2. Accounting policies (cont’d)
2.11. Borrowing costs (cont’d)

Borrowing costs may include:
- interest expense calculated using the effective interest,
- finance charges in respect of finance leases and
- exchange differences arising from foreign currency borrowings to the extent that they are regarded
as an adjustment to interest costs.

The commencement date for capitalization is the date when all of the following three conditions are met:
- expenditures for the asset are incurred,
- borrowing costs are incurred,
- activities necessary to bring the asset into its intended use or sale are undertaken.

Capitalizing of borrowing costs is ceased when substantially all the activities necessary to prepare the qualifying asset for
its intended use or sale are complete.

2.12. Financial assets

The Group's and the Company’s financial assets are classified as financial assets at fair value through profit or loss, held-
to-maturity investments, loans and receivables, and available-for-sale financial assets, as appropriate. All purchases and
sales of financial assets are recognised on the trade date. When financial assets are recognised initially, they are measured

at fair value, plus, in the case of investments not at fair value through profit or loss, directly attributable transaction costs.

Financial assets at fair value through profit or loss

The category financial assets at fair value through profit or loss includes financial assets classified as held for trading.
Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term. Gains or
losses on investments held for trading are recognised in statement of comprehensive income.

The Group and the Company do not have any financial instruments at fair value through profit or loss as at 31 December
2014 and 2013.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
when the Group / the Company has the positive intention and ability te hold to maturity. Investments that are intended
to be held-to-maturity are subsequently measured at amortised cost. Gains and losses are recognised in the statement of
comprehensive income when the investments are derecognised or impaired, as well as through the amortisation process.

The Group and the Company do not have any held-to-maturity investments as at 31 December 2014 and 2013.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Receivables are initially recorded at the fair value of the consideration given. Loans and receivables are
subsequently carried at amortised cost using the effective interest rate method less any allowance for impairment. Gains
and losses are recognised in the statement of comprehensive income when the loans and receivables are derecognised
or impaired, as well as through the amortisation process. Allowance for doubtful receivables is evaluated when the
indications leading to the impairment of accounts receivable are noticed and the carrying amount of the receivable is
reduced through use of an allowance account - refer to Note 2.25 for measurement of impairment losses. Impaired debts
are derecognised (written off) when they are assessed as uncollectible.
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2. Accounting policies (cont’d)

2.12. Financial assets (cont’d)

Loans and receivables (cont’d

The effective interest method is a method of calculating the amortized cost of a financial asset or liability and of allocating
interest income and expense over the relevant period. The effective interest rate is the rate that discounts estimated future
cash payments through the expected life of the financial liability, or, where appropriate, a shorter period.

Available-for-sale financial assets

Available-for-sale financial assets are those non-derivative financial assets that are designated as available-for-sale or are
not classified in any of the three preceding categories. After initial recognition available-for-sale financial assets are
measured at fair value with unrealized gains or losses (except impairment and gain or losses from foreign currencies
exchange) being recognised in other comprehensive income until the investment is derecognised or until the investment
is determined to be impaired at which time the cumulative gain or loss previously reported in other comprehensive
income is included in the statement of comprehensive income.

The Group and the Company do not have any available for sale financial assets as at 31 December 2014 and 2013.
2.13. Offsetting financial assets and financial liabilities

Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset
and settle the liability simultaneously.

2.14. Derecognition of financial assets and liabilities
Financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised

when:

— therights to receive cash flows from the asset have expired;

— the Group / the Company retains the right to receive cash flows from the asset, but has assumed an obligation to pay
them in full without material delay to a third party under a ‘pass through’ arrangement; or

- the Group / the Company has transferred its rights to receive cash flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

When the Group / the Company has transferred its rights to receive cash flows from an asset and has neither transferred
nor retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised
to the extent of the Group's continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group / the Company could be required to repay.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the
statement of comprehensive income.

|
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2. Accounting policies (cont’d)
2.15. Inventories

Inventories are valued at the lower of cost or net realisable value. Net realisable value is the selling price in the ordinary
course of business, less the costs of completion, marketing and distribution. Cost of inventory is determined by the first-
in, first-out (FIFQ) method. The cost of finished goods and work in progress includes the applicable allocation of fixed and
variable overhead costs based on a normal operating capacity. Unrealisable inventory has been fully written-off.

2.16. Cash and cash equivalents

Cash includes cash on hand and cash with banks. Cash equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash with original maturities of 3 months or less and that are subject to an
insignificant risk of change in value.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand and in current bank
accounts as well as deposits in bank with original term equal to or less than 3 months.

2.17. Borrowings

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective assets.
All other borrowing costs are expensed in the period they occur.

Borrowings are initially recognised at fair value of proceeds received, less the costs of transaction. They are subsequently
carried at amortised cost, the difference between net proceeds and redemption value being recognised in the net profit
or loss over the period of the borrowings. The borrowings are classified as non-current if the completion of a refinancing
agreement before the date of the statement of financial position provides evidence that the substance of the liability at
the date of the statement of financial position was long-term.

2.18. Finance lease and operating lease

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at
inception date of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset.

Finance lease - Group and the Company as a lessee

Leases in terms of which the Group and the Company assume substantially all the risks and rewards of ownership are
classified as finance leases.

The Group and the Company recognise finance leases as assets and liabilities in the statement of financial position at
amounts equal at the inception of the lease to the fair value of the leased property or, if lower, to the present value of the
minimum lease payments. The rate of discount used when calculating the present value of minimum payments of finance
lease is the interest rate of finance lease payment, when it is possible to determine it, in other cases, Company's
incremental interest rate on barrowings applies. Directly attributable initial costs are included into the asset value. Lease
payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a constant
rate of interest on the remaining balance of the liability.

The depreciation is accounted for finance lease assets and it also gives rise to financial expenses in the Group's and the
Company’s statement of comprehensive income for each accounting period. The depreciation policy for leased assets is
consistent with that for depreciable assets that are owned. The leased assets cannot be depreciated over the period longer
than lease term, unless the Group or the Company, according to the lease contract, gets transferred their ownership after
the lease term is over.
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2. Accounting policies (cont’d)

2.18. Finance lease and operating lease (cont’d)

Operating lease - the Group and the Company as lessee

Leases where the lessor retains all the risk and benefits of ownership of the asset are classified as operating leases.
Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease
term.

The gains from discounts provided by the lessor are recognised as a decrease in lease expenses over the period of the
lease using the straight-line method.

If the result of sales and lease back transactions is an operating lease and the transaction has been carried out at fair value,
any profit or loss is recognised immediately. If the sales price is lower than the fair value, any profit or loss is recognised
immaediately, except for the cases when the loss is compensated by lower than market prices for lease payments in the
future. The profit is then deferred and it is amortised in proportion to the lease payments over a period, during which the
assets are expected to be operated. If the sales price exceeds the fair value, a deferral is made for the amount by which the
fair value is exceeded and it is amortised over a period, during which the assets are expected to be operated.

Operating lease - the Group and the Company as lessor

Assets leased under operating lease in the statement of financial position of the Group and the Company are accounted
for depending on their nature. Income from operating lease is recognised as other income in the statement of income
within the lease period using the straight-line method. All the discounts provided to the operating lessee are recognised
using straight-line method during the lease period by reducing the lease income. Initial direct expenses incurred in order
to generate lease income are included in the carrying value of the leased asset.

2.19. Non-current employee benefits

According to the requirements of Lithuanian Labour Code, each employee leaving the Group or the Company at the age
of retirement is entitled to a one-off payment in the amount of 2-month salary.

The past service costs are recognised as an expense on a straight-line basis in profit or loss immediately after the
assessment of such liability. Any gains or losses appearing as a result of curtailment and/or settlement are recognised in
the statement of comprehensive income as incurred.

The above mentioned employee benefit obligation is calculated based on actuarial assumptions, using the projected unit
credit method. Obligation is recognised in the statement of financial position and reflects the present value of these
benefits on the preparation date of the statement of financial position. Present value of the non-current obligation to
employees is determined by discounting estimated future cash flows using the discount rate which reflects the interest
rate of the Government bonds of the same currency and similar maturity as the employment benefits. Actuarial gains and
losses are recognised in other comprehensive income as incurred.

2.20. Financial guarantee contracts

Financial guarantees provided for the liabilities of the sister companies (i.e. companies controlled by the same parent)
during the initial recognition are accounted at estimated fair value as distribution to shareholder and financial liability in
the balance sheet.

Subsequent to initial recognition this financial liability is amortised and recognised as income depending on the related
amortisation / repayment of the sister company's financial liability to the bank. If there is a possibility that the sister
company may fail to fulfil its obligations to the bank, a financial liability of the Company is accounted for at the higher of
amortised value and the value estimated according to IAS 37 Provisions, Contingent Liabilities and Contingent Assets.
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2. Accounting policies (cont’d)
2.21. Grants and subsidies

Grants and subsidies (hereinafter “grants”) intended for the purchase, construction or other acquisition of non-current
assets are considered as asset-related grants. Assets received free of charge are also allocated to this group of grants. The
amount of the asset related grants is recognised in profit and loss gradually according to the depreciation rate of the assets
associated with this grant. In the statement of comprehensive income, a relevant expense account is reduced by the
amount of grant amortisation.

Grants received as a compensation for the expenses or unearned income of the current or previous reporting period, also,
all the grants, which are not grants related to assets, are considered as grants related to income. The income-related grants
are recognised as used in parts to the extent of the expenses incurred during the reporting period or unearned income to
be compensated by that grant.

2.22. Trade and other payable

Trade payables are initially measured at fair value and are subsequently measured at amortised cost, using the effective
