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Independent Auditor’s Report
To the Shareholders of AB PanevéZzio Statybos Trestas

Report on the Separate Financial Statements

We have audited the accompanying separate financial statements (hereinafter “the financial
statements”) of AB PanevéZio Statybos Trestas (hereinafter “the Company”), which comprise the
separate statement of financial position as at 31 December 2014, the separate statements of
comprehensive income, changes in equity and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information, as
set out on pages 5—41.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

©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

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

Emphasis of matter

We draw attention to Note 5 of the financial statements, which describes the political and social
unrest in Russia in 2013-2014 as well as the fact that Russia’s economic slowdown together with
other events described in Note 5 may have an adverse effect on the performance and financial
position of the Company. Currently, the extent of such effect cannot be estimated, therefore
significant uncertainty exists that future business development in Russia may differ from the
management’s assessments. We do not qualify our opinion with respect to the matter.

Report on Other Legal and Regulatory Requirements

Furthermore, we have read the annual report of AB PanevéZzio Statybos Trestas for the year ended
31 December 2014, set out on pages 42-98 of the financial statements, and have not identified
any material inconsistencies between the financial information included in the annual report and
the separate financial statements of AB PanevéZio Statybos Trestas for the year ended 31
December 2014.

On behalf of KPMG Bailtics, UAB

Certifiédd Auditor
/

Vilnius, the Republic of Lithuania
2 April 2015
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Confirmation of the Company’s responsible employees

To: Supervisory Service
]?ANK OF LITHUANIA
Zirmiiny St 151, LT-09128 Vilnius

Vilnius Stock Exchange
Konstitucijos 7, 15f1, LT-08105 Vilnius

This confirmation of responsible employees of AB PanevéZio Statybos Trestas concerning the
audited separate financial statements and the annual report for the year 2014 is presented in
accordance with the Law on Securities of the Republic of Lithuania (Official Gazette, 2077, No.
17-626; 2011, No. 145-6819) and with Regulations for Preparation and Presentation of Periodic
and Additional Information approved by Resolution of the Board of the Bank of Lithuania No.
03-48 (Official Gazette, 2013, No. 25-1255).

By this confirmation of responsible employees we confirm that, as to our knowledge, the
presented separate financial statements, which have been prepared in accordance with
International Financial Reporting Standards as adopted by the European Union, give a true and
fair view of the assets, the liabilities, the financial position, the result and cash flows of AB
Panevédio Statybos Trestas. The annual report fairly states the review of business development
and activities, the Company’s position and the description of main risks and uncertainties.

AB PanevéZio Statybos Trestas AB PanevéZio Statybos Trestas
Managing Director Finance Director
Dalius Gesevigius / Dalé Bernotaitiené
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AB Panevé¥io Statybos Trestas
Separate financial statements

Entity's code: 147732969 Approved on
Address: P. Puzino 1, LT-35173 PanevéZys Minutes No.

Separate statement of financial position

as at 31 December

In Litas
Note 2014 2013
ASSETS
Non-current assets
Property, plant and equipment 13 16,127,593 16,044,567
Intangible assets 14 117,371 130,408
Investments in subsidiaries 15 26,813,067 33,442,836
Loans granted 16 421,086 15,673,293
Other assets 122,070 176,677
Deferred tax assets 12 773,780 735,666
Total non-current assets 44,374,967 66,203,447
Current assets
Inventories 17 5,791,801 2,541914
Trade receivables 18 61,513,813 41,678,743
Prepayments 779,134 3,907,464
Loans granted 19 31,033,756 12,231,132
Other financial assets 20 0 3,000,000
Other assets 20 4,956,566 7,217,883
Advance income tax 20 352,153 460,838
Cash and cash equivalents 21 64,231,523 48,192,425
Total current assets 168,658,746 119,230,399
TOTAL ASSETS 213,033,713 185,433,846
The notes on pages 10—41 are an integral part of these financial statements. o V)
o
Managing Director Dalius Gesevidius 02/04/2015 f{i '
Chief Accountant Danguolé Sirvinskiené 02/04/20 :



AB Panevéfio Statybos Trestas
Separate financial statements

Entity's code: 147732969 Approved on
Address: P. Puzino 1, LT-35173 PanevéZys Minutes No.

Separate statement of financial position (continued)

as at 31 December

In Litas
Note 2014 2013

EQUITY AND LIABILITIES
Equity
Share capital 22 16,350,000 16,350,000
Reserves 22 6,954,628 7,517,140
Retained earnings 113,017,872 108,737,798
Total equity 136,322,500 132,604,938
Non-current liabilities
Warranty provision 24 1,626,541 1,297,928
Deferred tax liabilities 12 938,753 1,038,019
Total non-current liabilities 2,565,294 2,335,947
Current liabilities
Trade payables 45,824,115 17,953,077
Prepayments received 18 13,215,284 24,530,030
Current tax payable 1,592,282 387,685
Other liabilities 25 13,514,238 7,622,169
Total current liabilities 74,145,919 50,492,961
Total liabilities 76,711,213 52,828,908
TOTAL EQUITY AND LIABILITIES 213,033,713 185,433,846

The notes on pages 10—41 are an integral part of these financial statements.

Managing Director Dalius Gesevitius 02/04/2015

Chief Accountant Danguolé Sirvinskiené 02/04/201



AB Panevéfio Statybos Trestas
Separate financial statements

Entity's code: 147732969 Approved on
Address: P. Puzino 1, LT-35173 Pancvé¥ys Minutes No.

Separate statement of comprehensive income

for the year ended 31 December

In Litas
Note 2014 2013
Revenue 5 253,002,286 202,935,329
Cost of sales 6 (232,196,849) (190,273,319)
Gross profit 20,805,437 12,662,010
Other income 10 2,023,027 2,552,596
Sales expenses 7 (556,280) (326,142)
Administrative expenses 8 (7,701,063) {12,270,620)
Other expenses 10 {880,439) (1,122,612)
Result from operating activities 13,690,682 1,495232
Finance income 11 2,428,827 1,770,466
Finance costs 11 (10,841,006) (2,747,124)
Profit before income tax 5,278,503 518,574
Income tax 12 (1,549,696) (156,453)
Net profit (loss) 3,728,807 362,121
Other comprehensive income
Revaluation of property, plant and equipment (11,245) 973,464
Effect of deferred tax 0 (190,317)
Items that will never be reclassified to profit or loss (11,245) 783,147
Items that are or may be reclassified to profit or loss 1] 0
Total other comprehensive income (11,245) 783,147
Total comprehensive income 3,717,562 1,145,268
Basic and diluted eamings per share 23 0.23 0.02
The notes on pages 10—41 are an integral part of these financial statements. ‘,z
Managing Director Dalius Gesevi€ius 02/04/2015 "
Chief Accountant Danguolé Sirvinskiené 02/04/2@5‘—L—‘
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AB Panevéfio Statybos Trestas
Separate financial statements

Entity's code: 147732969 Approved on
Address: P. Puzino 1, LT-35173 PanevéZys Minutes No.

Separate statement of cash flows

for the year ended 31 December

In Litas

Note 2014 2013
Cash flow from operating activities
Net profit 3,728,807 362,121
Adjustments for:
Depreciation and amortization 2,765,477 2,516,254
Result from disposal of property, plant and equipment (78,439) (98,746)
Income tax expense 1,549,696 156,453
Unrealized foreign currency gain 1,994,636 788,698
Other non-cash items 6,639,892 (718,742)
16,600,069 3,006,038
Change in long-term receivables 40,443 (74,538)
Change in inventories (3,249,887) 6,442,802
Change in trade receivables (17,573,753) 34,684,247
Change in prepayments 3,128,330 6,558,629
Change in other assets 1,948,053 (6,843,855)
Change in trade payables 27,871,038 (24,594,321)
Change in prepayments received (11,314,746) 21,905,085
Change in other liabilities 6,585,922 (13,200,970)
24,035,469 27,883,067

Income tax paid (860,454) (249,542)
Net cash flows from operating activities 23,175,015 27,633,525
Cash flows from investing activities
Acquisition of property, plant and equipment and intangible assets (2,939,017} {(2,501,738)
Disposal of property, plant and equipment 194,077 660,243
Acquisition of investments (22,210) (805)
Loans granted (37,721,700) (4,724,110)
Loans recovered 34,277,930 9,756,483
Dividends and interest received 1,238,900 1,485,493
Net cash flows from investing activities (4,972,020) 4,675,566
Cash flows from financing activities
Dividends paid (15,815) (403,555)
Payment of finance lease liabilities 0 (539,517)
Loans received 11,975 0
Loans repaid (11,975) 0
Interest paid {153,446) (277,146)
Net cash flows from financing activities (169,261) (1,220,218)
Net increase (decrease) in cash and cash equivalents 18,033,734 31,088,873
Cash and cash equivalents at 1 Janvary 48,192,425 17,892,250
Effect of exchange rate fluctuations on cash held (1,994,636} (788,698)
Cash and cash equivalents at 31 December 64,231,523 48,192,425

The notes on pages 10-41 are an integral part of these financial statements.

Managing Director Dalius Gesevicius

Chief Accountant Danguolé Sirvinskiené

02/04/2015

02/04/2015



AB PanevéZio Statybos Trestas
Separate financial statements

Notes

Reporting entity

AB Panevézio Statybos Trestas (hereinafter “the Company*) was established in 1957. The entity’s
code is 147732969 and it is registered at P. Puzino 1, LT-35173 Panevézys. The ordinary
registered shares of the Company have been on the Official Trading List of the Vilnius Stock
Exchange (VSE) since 13 July 2006. The Company primarily is involved in construction of
buildings, plant, equipment as well as other facilities and networks, etc. in Lithuania and abroad.
The Company employed 855 employees as at 31 December 2014 (789 employees as at 31
December 2013).

The Company has the following branches in Lithuania: Genranga, Gerbusta, Pastaty Apdaila,
Klaipstata, Stogas, Betonas and Konstrukcija. The Company also has a branch in Kaliningrad
(Russia) and a representative office in Cherepovets (Russia), and permanent establishments in
Latvia and Kingdom of Sweden.

The main shareholders of the Company are:

e AB Panevézio Keliai (49.78%);
e Swedbank AS (Estonia) clients (6.16%);
o Freely negotiable shares (44.06%).

These financial statements are the Company’s separate financial statements. The Company also
prepares consolidated financial statements for the Company and its subsidiaries. Details of
subsidiary companies are disclosed in Note 15.

The shareholders of the Company have a statutory right to either approve these financial
statements or not approve them and require Management to prepare a new set of financial
statements.

Basis of preparation

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union (hereinafter IFRSS).

Basis of measurement

The financial statements have been prepared on the historical cost basis except for land and
buildings within property, plant and equipment which are measured using the revaluation model.

Functional and presentation currency

The financial statements are presented in the national currency Litas, which is the Company’s
functional currency.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets and liabilities, income and expenses. Actual results may differ from
these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognized in the period in which the estimates are revised
and in any future periods affected.

10



AB PanevéZio Statybos Trestas
Separate financial statements

Use of estimates and judgments (continued)

Information about significant areas of estimation uncertainty and critical judgement in applying
accounting policies that have the most significant effect on the amounts recognized in the
financial statements is included in the following notes:

Note 12 — deferred taxes recognition;

Note 13 — fair value of land and buildings, useful lives of property, plant and equipment;
Note 15 — measurement of recoverable amounts of investments;

Note 18 — impairment of trade receivables, construction contract revenue;

Note 24 — measurement of warranty provision.

Significant accounting policies

Foreign currency

Transactions in foreign currencies are translated to the functional currency at exchange rates
ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the exchange rate
ruling at that date. The foreign currency gain or loss on monetary items is recognized in profit or
loss. Non-monetary assets and liabilities denominated in foreign currencies that are measured at
fair value are retranslated to the functional currency at the exchange rate at the date that the fair
value was determined. Non-monetary assets and liabilities denominated in foreign currencies that
are measured at cost are translated to the functional currency at the exchange rate at the date that
the asset or liability is recognized in statement of financial position. Foreign currency differences
arising on translation are recognized in profit or loss.

Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. The Company has no held-to-
maturity investments, available-for-sale financial assets and financial assets at fair value through
profit or loss.

Cash and cash equivalents comprise cash balances and call deposits.

Non-derivative financial instruments are recognized initially at fair value plus (except for
instruments stated at fair value through profit or loss) any directly attributable transaction costs.
Subsequent to initial recognition non-derivative financial instruments are measured as described
below.

Financial instruments are recognized on the trade date. Financial assets are derecognized if the
contractual rights to the cash flows from the financial assets expire or if the Company transfers the
financial asset to another party without retaining control or substantially all risks and rewards of the
asset. Financial liabilities are derecognized if they expire or are discharged or cancelled.

Loans and receivables are non-derivative financial assets and are not quoted in an active market.
They are included into current assets except for maturities greater than 12 months. Loans and
receivables are subsequently measured at amortized cost using the effective interest rate method,
less impairment losses, if any. Current receivables are not discounted.

11



AB PanevéZio Statybos Trestas
Separate financial statements

Non-derivative financial instruments (continued)

Loans and borrowings and other financial liabilities, including trade payables, are subsequently
stated at amortized cost using the effective interest rate method. Current liabilities are not
discounted.

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.

Derivative financial instruments

The Company has no derivative financial instruments.

Property, plant and equipment

Items of property, plant and equipment except for land and buildings are measured at cost less
accumulated depreciation and accumulated impairment losses. Land and buildings are carried at
revalued amount which is their fair value as at the revaluation date less subsequently accumulated
depreciation and impairment. Revaluations are carried out regularly ensuring that the carrying
amount of land and buildings do not significantly differ from their fair values as at reporting date.
The fair value of land and buildings is established by certified independent real estate valuers.
Depreciation is calculated on a straight line basis over the estimated useful lives of the assets. The
revaluation reserve of land and buildings is reduced by an amount equal to the difference between
the depreciation based on the revalued carrying amount and the depreciation based on the original
cost of the land and buildings each year and is transferred directly to retained earnings.

In case of revaluation, when the estimated fair value of the assets exceeds their carrying value,
the carrying value is increased to the fair value and the amount of increase is included into
revaluation reserve of property, plant and equipment as other comprehensive income in equity.
However, such increase in revaluation is recognized as income to the extent it does not exceed
the decrease of previous revaluation recognized in profit or loss. Depreciation is calculated from
the depreciable amount which is equal to acquisition cost less residual value of an asset.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the asset to a working condition for its intended use, and the costs of
dismantling and removing the items and restoring the site on which they are located. Borrowing
costs related to qualifying assets are capitalized.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

The cost of replacing part of an item of property, plant and equipment is recognized in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part
will flow to the Company and its cost can be measured reliably. The carrying amount of the
replaced part is derecognized. The costs of the day-to-day servicing of property, plant and
equipment are recognized in profit or loss as incurred.

12



AB PanevéZio Statybos Trestas
Separate financial statements

Property, plant and equipment (continued)

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful lives
of each part of an item of property, plant and equipment. Leased assets are depreciated over the
shorter of the lease term and their useful lives unless it is reasonably certain that the Company
will obtain ownership by the end of the lease term.

The estimated useful lives of the assets are the following:

e Buildings 8-40 years
¢ Plant and equipment 5-10 years
e Vehicles 5-10 years
e Fixtures and fittings 3-6 years

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

Gains and losses on disposal are determined by comparing the proceeds from disposal with the
carrying amount of property, plant and equipment and are recognized net within other income in
profit or loss. When revalued assets are sold, the amounts included in the revaluation surplus
reserve are transferred to retained earnings.

Intangible assets

Software and other intangible assets, which have finite useful lives, are measured at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized in
profit or loss on a straight-line basis over the estimated useful lives of intangible assets from the
date that they are available for use. The estimated useful life is 3 years.

Leased assets

Leases in terms of which the Company assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon initial recognition the leased asset is measured
at an amount equal to the lower of its fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that asset. Other leases are operating leases and the leased assets
are not recognized on the Company’s statement of financial position.

Investments in subsidiaries

Investments in subsidiaries are accounted for at cost less impairment.

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the first-in first-out principle, and includes expenditure incurred in acquiring the
inventories, production and other costs incurred in bringing them to their existing location and
condition. Net realizable value is the estimated selling price in the ordinary course of business,
less the estimated costs of completion and selling expenses.

13



AB PanevéZio Statybos Trestas
Separate financial statements

Construction work in progress

Construction work in progress represents the gross unbilled amount expected to be collected from
customers for contract work performed to date. It is measured at cost plus profit recognized to date
less progress billings and recognized losses. Cost includes all expenditure related directly to
specific projects and an allocation of fixed and variable overheads incurred in the Company’s
contract activities based on normal operating capacity.

Construction work in progress is presented as part of trade receivables in the statement of financial
position. If payments received from customers exceed the income recognized, then the difference
is presented as deferred income in the statement of financial position.

Impairment of financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. An impairment loss in respect of a financial asset measured at
amortized cost is calculated as the difference between its carrying amount, and the present value
of the estimated future cash flows discounted at the original effective interest rate. The effective
interest rate method is a method of calculating the amortised cost of a financial asset or liability
and of allocating interest income and expense over the relevant period.

Impairment loss is recognized in profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognized. For financial assets measured at amortized cost, the
reversal is recognized in profit or loss.

Impairment of non-financial assets

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

The recoverable amount is the greater of the asset’s value in use and its fair value less costs to
sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For the purpose of impairment testing, assets are grouped
together into the smallest group of assets that generates cash inflows from continuing use that are
largely independent of the cash inflows of other assets or groups of assets (the cash-generating
unit).

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognized in profit or loss.

Impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount. An impairment loss
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortization, if no impairment loss had
been recognized.

Dividends

Dividends are recognized as a liability in the period in which they are declared.

14



AB PanevéZio Statybos Trestas
Separate financial statements

Provisions

A provision is recognized in the statement of financial position if, as a result of a past event, the
Company has a present legal or constructive obligation that can be estimated reliably, and it is
probable that an outflow of economic benefits will be required to settle the obligation. Provisions
are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability.

A provision for warranties is recognized when the underlying construction services are sold. The
provision is based on historical warranty data and a weighting of all possible outcomes against
their associated probabilities.

Employee benefits

The Company does not have any defined contribution and benefit plans and has no share based
payment schemes. Post-employment obligations to employees retired on pension are borne by the
State.

Short-term employee benefits are recognized as a current expense in the period when employees
render the services. These include salaries and wages, social security contributions, bonuses, paid
holidays and other benefits. There are no long-term employee benefits.

Revenue

Construction contract revenue includes the initial amount agreed in the contract plus any
variations in contract work and other payments to the extent that it is probable that they will result
in revenue and can be measured reliably. As soon as the outcome of a construction contract can
be estimated reliably, contract revenue and expenses are recognized in proportion to the stage of
completion of the contract. The stage of completion is assessed by proportion of actual cost
incurred and the budgeted cost of construction contract.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is
recognized only to the extent of contract costs incurred that are likely to be recoverable. An
expected loss on a contract is recognized immediately in profit or loss.

Finance income and costs

Finance income comprises interest income and dividend income. Interest income is recognized as
it accrues, using the effective interest method. Dividend income is recognized on the date that the
Company’s right to receive payment is established. Finance costs comprise interest expense and
impairment losses recognized on financial assets. All borrowing costs are recognized using the
effective interest method. Foreign currency gains and losses are reported on a net basis in profit or
loss.

Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognized in profit
or loss except to the extent that it relates to items recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted at the reporting date.

Deferred tax is recognized, providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the
reporting date.
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Income tax (continued)

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer probable that the related tax benefit will be
realized.

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the effects of all dilutive potential ordinary
shares, such as convertible notes and share options granted to employees.

The Company has no dilutive potential ordinary shares. The diluted earnings per share are the same
as the basic earnings per share.

Segment reporting

An operating segment is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses. An operating segment’s operating results are
reviewed regularly by management of the Company to make decisions about resources to be
allocated to the segment and assess its performance, and for which discrete financial information
is available.

Segment results that are reported to management include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis.

Information about geographical segments is provided in the financial statements. In 2014 the
Company had three segments identified: Lithuania, Russia and Latvia (2013: Lithuania, Russia
and Latvia).

Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair
value, for both financial and non-financial assets and liabilities. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date in the principal, or in its absence, the most advantageous
market to which the Company has access at that date. The fair value of a liability reflects its non-
performance risk. Fair values are obtained from quoted market prices, discounted cash flow
models and option pricing models as appropriate.

When measuring the fair value of an asset or a liability, the Company uses market observable data
as far as possible. Fair values are categorised into different levels in a fair value hierarchy based
on the inputs used in the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
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Determination of fair values (continued)

If the inputs used to measure the fair value of an asset or a liability might be categorised in
different levels of the fair value hierarchy, the fair value measurement is categorised in its entirety
in the same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

The Company recognizes transfers between levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

Fair values have been determined for measurement and/or disclosure purposes based on the
following methods. Where applicable, further information about the assumptions made in
determining fair values is disclosed in the notes specific to that asset or liability.

The fair value of assets and liabilities in the statement of financial position as at 31 December
2014 does not differ significantly from their carrying amount.

Changes in accounting policies

Except for the changes below, the Company has consistently applied the accounting policies set
out in these financial statements to all periods presented in these financial statements.

The Company has 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.

The standard did not have any impact on the Company, as it does not hold significant interests in
other entities, including equity accounted investees (Note 15).

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.

(i)  Other amendments to standards

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

- IFRS 10 Consolidated Financial Statements;

- 1AS 27 (2011) Separate Financial Statements;

- 1AS 28 (2011) Investments in Associates and Joint Ventures;

- Amendments to IAS 32 on Offsetting Financial Assets and Financial Liabilities;

- Amendments to IAS 27 on Investment Entities;

- Amendments to |AS 36 on Recoverable Amount Disclosures for Non-Financial Assets;

- Amendments to IAS 39 on Novation of Derivatives and Continuation of Hedge Accounting.
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Standards, interpretations and amendments to published standards that are not yet
effective

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 separate financial
statements. Those which may be relevant to 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 Company does not plan to adopt these amendments,
standards and interpretations early.

(i)  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 set out in the formal terms of the plan;
e linked to service; and
¢ 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 Company does not expect the Amendment to have any impact on the financial statements
since it does not have any defined benefit plans that involve contributions from employees or
third parties.

(i)  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 company being economically
compelled to continue to operate in that future period.

The impact of the initial application of the Interpretation will depend on the specific levies
imposed by government, applicable at the date of initial application. The Company does not
intend to adopt the Interpretation early; therefore, it is not possible to estimate the impact adoption
of the Interpretation will have on the Company’s financial statements.

(iii)  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 Company.
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Financial risk management

Overview

The Company has exposure to the following risks: credit risk, liquidity risk and market risk. This
note presents information about the Company’s exposure to each of these risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s
management of capital. Further quantitative disclosures are included throughout these financial
statements.

The Board has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Company’s risk management policies are established to identify
and analyze the risks faced by the Company, to set appropriate risk limits and controls, and to
monitor risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company’s activities. The Company
aims to develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty fails to meet
its contractual obligations, and arises principally from the Company’s trade receivables and loans
granted.

The Company controls credit risk by credit policies and procedures. The Company has established
a credit policy under which each new customer is analyzed for creditworthiness before the
standard payment terms and conditions are offered. Customers that fail to meet the benchmark
creditworthiness may transact with the Company only on a prepayment basis.

The maximum exposure to credit risk can be specified as follows:

(in Litas) 2014 2013

Trade receivables 61,513,813 41,678,743
Current and non-current loans granted 31,454,842 27,904,425
Current and non-current other financial assets 4,833,920 7,833,920
Cash and cash equivalents 64,231,523 48,192,425
Total 162,034,098 125,609,513

Trade receivables:

(in Litas) 2014 2013

Municipalities and state institutions 19,455,156 8,083,340
Other 42,058,657 33,595,403
Total trade receivables 61,513,813 41,678,743
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Credit risk (continued)

The largest credit risk related to trade receivables according to customers as at the reporting date:

(in Litas) 2014 % 2013 %
Client 1 9,014,197 14.7 11,163,989 26.7
Client 2 7,162,973 11.6 11,104,430 26.6
Client 3 5,521,870 9.0 2,592,800 6.2
Client 4 4,646,025 7.6 2,513,537 6.0
Client 5 4,566,540 7.4 2,218,300 5.4
Client 6 3,220,821 5.2 1,671,863 4.1
Client 7 2,323,447 3.8 1,208,304 2.9
Other clients 26,998,792 43.9 19,703,491 47.3
Impairment (1,940,852) (3.2) (10,497,971) (25.2)
Total 61,513,813 100 41,678,743 100

Trade receivables according to geographic regions:

(in Litas) 2014 2013

Local market (Lithuania) 57,098,786 39,040,789
Russia 2,087,264 1,940,337
Latvia 2,323,447 554,168
Sweden 4,316 143,449
Total 61,513,813 41,678,743

Ageing of trade receivables as at the reporting date can be specified as follows:

(in Litas) 2014 Impairment 2013 Impairment
Not overdue 50,305,544 22,175,566

Overdue 0-30 days 1,036,221 4,922,764

Overdue 30-90 days 685,319 7,461,341

More than 90 days 11,427,581 1,940,852 17,617,043 10,497,971
Total 63,454,665 1,940,852 52,176,714 10,497,971

The Company establishes an allowance for impairment that represents its estimate of incurred
losses in respect of trade receivables. The main components of this allowance are a specific loss
component that relates to individually significant exposures, and a collective loss component
established for groups of similar assets in respect of losses that have been incurred but not yet
identified. Methodology used for establishing the allowance is reviewed regularly to reduce any
differences between loss estimate and actual loss experience.

The maturities of current loans receivable from UAB PST Investicijos (loan amount — 7,165,117
Litas) and Kingsbud Sp.z.0.0. (loan amount — 90,000 EUR) are past due as at 31 December 2014
(see Note 19). The Company plans that after the sale of the shares of UAB Verkiy Projektas in
2015, UAB PST Investicijos will repay the loan.

Cash and cash equivalents comprise cash on hand and at bank; therefore, the related credit risk is
minimum.
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Credit risk (continued)

Current and non-current other financial assets include term deposits at banks, amount receivable
from the subsidiary and accrued receivable from the customer.

Although collection of loans and receivables could be influenced by economic factors, the
management believes that there is no significant risk of loss to the Company beyond the
impairment already recorded.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
fall due. The Company’s approach to managing liquidity is to ensure, as far as possible, that it
will always have sufficient liquidity to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses or risking damage to the Company’s
reputation. Typically the Company ensures that it has sufficient cash on demand to meet expected
operating expenses, including the servicing of financial obligations; this excludes the potential
impact of extreme circumstances that cannot reasonably be predicted, such as natural disasters.

Payment terms of liabilities as at 31 December 2014, including calculated interest, as to the
agreements, are presented below:

Carrying Contractual 6 months 6-12

In Litas amount  net cash flows  or less months 1-2years 2-5years
Liabilities

Loans and borrowings 0 0 0 0 0 0
Trade creditors 45,824,115 45,824,115 45,824,115 0

Total 45,824,115 45,824,115 45,824,115 0

Payment terms of liabilities as at 31 December 2013, including calculated interest, as to the
agreements, are presented below:

Carrying Contractual 6 months or 6-12

(in Litas) amount  net cash flows less months 1-2years  2-5years
Liabilities

Loans and borrowings 0 0 0 0 0 0
Trade creditors 17,953,077 17,953,077 17,953,077 0 0 0
Total 17,953,077 17,953,077 17,953,077

Interest rate applied for calculation of contractual net cash flows:
2014

Loans and borrowings -

2013

Loans and borrowings -
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Market risk

Market risk is the risk that changes in market prices, such as changes in foreign currency rates
and interest rates will affect the results of the Company or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the return. As at 31 December 2014
and 2013 the Company did not use any derivative financial instruments.

Currency risk. The Company is exposed to the risk of changes in foreign currency rates on sales,
purchases and borrowings that are denominated in a currency other than the functional currency

Litas.

During the year, currency exchange rates in respect of Litas were as follows:

31 December 31 December
2014 Average 2014 2013 Average 2013
1EUR= 3.4528 3.4528 3.4528 3.4528
1SEK = 0.3625 0.3798 0.3849 0.3994
1RUB = 0.0503 0.0688 0.0767 0.0817

The Company’s exposure to foreign currency risk can be specified as follows:

Year 2014 (Litas) LTL EUR RUB LVL GBP SEK
Non-current loans granted 421,086

Trade receivables 52,451,725 6,974,824 2,087,264

Current loans granted 23,339,139 6,047,204 1,647,413

Current and non-current other

financial assets 4,833,920

Cash and cash equivalents 47,405,787 13,949,957 2,547,737 57,166 270,876
Loans and borrowings

Trade payables (45,325,293) (215,080) (283,742)

Total exposure 78,292,444 31,590,825 5,998,672 57,166 270,876
Year 2013 (Litas) LTL EUR RUB USD GBP SEK
Non-current loans granted 12,281,635 3,391,658

Trade receivables 39,029,862 10,927 1,940,337 554,168 143,449
Current loans granted 12,050,579 180,553

Current and non-current other

financial assets 4,579,834 4,833,920

Cash and cash equivalents 37,808,834 2,825 10,183,149 53,194 144,423
Loans and borrowings

Trade payables (16,403,269) (169,813) (1,379,995)

Total exposure 89,347,475 8,250,070 10,743,491 554,168 53,194 287,872

The functional currency of the Company is Litas. The Company faces the risk of changes in
foreign currency rates on purchases and payable amounts as well as on sales and amounts
receivable that are denominated in currencies other than Litas and EUR. The risk related to
transactions in EUR is considered to be insignificant as the Lithuanian Litas is pegged to EUR
at a fixed rate.
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With a decrease in the currency exchange rate of the Russian rouble by 0.005 points, the
Company’s profit would decrease by approximately 596 thousand L.itas.

Interest rate risk. The Company’s issued loans and borrowings are subject to variable interest rates
linked to EURIBOR and VILIBOR. No financial instruments are used to manage the risk. Taking
into consideration the current level of issued and received loans, the change of interest rate would
not have a material effect.

Variable interest rate financial assets and liabilities were as follows:

Currency 2014 2013
Issued non-current loans LTL 421,086 12,281,635
Issued non-current loans EUR 0 3,391,658
Issued current loans LTL 23,339,139 12,050,734
Issued current loans RUB 1,647,413 0
Issued current loans EUR 6,047,204 180,398
Total 31,454,842 27,904,425

With an increase in the interest rate by 0.5%, the Company’s profit would increase by
approximately 107 thousand Litas.

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The Board monitors the
return on capital and proposes the level of dividends to ordinary shareholders based on the
Company’s financial results and strategic plans.

Operating risk management

The main operating risks of the Company include competition with other construction and
contracting companies in the operating markets of the Company, reliability of subcontractors and
other business partners, management of production capacities as well as attraction and retaining
of experienced and qualified employees. Key management of the Company controls
establishment of processes and procedures that mitigate the risks.

The Company’s management ensures that its employees have appropriate expertise, experience
and the latest knowledge to carry out the duties entrusted to them. The Company sends employees
to training courses and organises internal training. The Company has internal controls in place to
ensure the four-eye principle, where results of the person carrying out an operation are checked
by another controller, by authorising the operation. The Company hires an external auditor for
investigation of efficiency of internal processes; and schedules for audit of internal processes are
being made by the internal auditor, and, as to recommendations received, processes are being
reviewed and internal controls are strengthened. Also, the Company’s Board and management
meet regularly to discuss the matters related to performance of the Company, identification of
operating risks as well as creation of plans for mitigation and elimination of the risks.
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Year 2014 (in Litas) Lithuania Russia Latvia Total

Revenue 235,187,662 9,728,569 8,086,055 253,002,286
Cost of sales (213,926,171) (8,883,038)  (7,936,563) (230,745,772)
Other income 1,522,425 500,602 0 2,023,027
Operating expenses (14,897,747) (728,938) (215,124) (15,841,809)
Other expenses (490,257) (48,435) 0 (538,692)
Impairment of assets 9,285,759 (728,640) 0 8,557,119
Amortization and depreciation (2,587,290) (49,116) (129,071) (2,765,477)
Operating result 14,094,381 (208,996) (194,703) 13,690,682
Finance income 2,130,959 297,818 50 2,428,827
Finance costs (6,877,819) (3,962,650) (537) (10,841,006)
Income tax income (expenses) (1,450,792) (98,904) 0 (1,549,696)
Net profit (loss) 7,896,729 (3,972,732) (195,190) 3,728,807

The Company has significant business operations in Russia. In 2014, Russia’s political and
economic situation deteriorated due to the actions of the Russian Government in respect of the
European Union and neighbouring countries. Political unrest together with the increasing regional
tensions forced foreign investors to cease their activities. In addition, Russia’s economy started
contracting due to the reduction in oil prices. Further Russia’s actions towards the European
Union and neighbouring countries as well as movement in oil prices are difficult to predict but
may imply further consequences for Russia’s economy.

Although the management believes that appropriate measures are taken to ensure the Company’s
business stability under the current circumstances, the continuing instability in the Russian
business environment may have an adverse effect on the performance and financial position of
the Company. Currently, the extent of such effect cannot be estimated. These separate statements
reflect the management’s current assessment of the impact of the Russia’s business environment
on the performance and financial position of the Company. Future business environment may
differ from the management’s assessments. No adjustments have been made in these separate
financial statements in view of the effect of the events in Russia and neighbouring countries after
the date of these separate financial statements.
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Year 2013 (in Litas)

Revenue

Cost of sales

Other income

Operating expenses

Other expenses

Impairment of assets
Amortization and depreciation

Operating result

Finance income
Finance costs
Income tax income (expenses)

Net 