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I. GENERAL ATTITUDE

1. Reporting period for which this report has been prepared

Interim consolidated report is prepared for the nine months of 2007

2. Issuer and its contact details

Name of the Issuer Public Company ,,GRIGISKES*

Company’s ID number 110012450

Authorised capital LTL 39.956.657

Address Vilniaus str. 10, Grigiskés, Vilnius

Phone (8~5) 243 58 01

Fax (8~5) 243 58 02

E-mail info@grigiskes.lt

Internet www.grigiskes.lt

Legal-organisation form Public company, limited liability private legal person

Date and place of registration 2 April 1992, Ministry of Economy of the Republic of Lithuania
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II. FINANCIAL STATEMENT

3. Balance sheet

LTL
The Group The Company
30/09/07 31/12/06 30/09/07 31/12/06
ASSETS
NON-CURRENT ASSETS:
Property, plant and equipment 88.461.094 89.191.231 76.790.877 | 76.666.372
Intangible assets 2.529.391 2.620.007 237.519 308.115
Investments in associates - - - -
Investments in subsidiary - - 5.005.000 5.005.000
Loans granted - - - -
Other receivables - - - -
TOTAL NON CURRENT ASSETS 90.990.485 91.811.238 82.033.396 81.979.487
CURRENT ASSETS:
Cash and cash equivalents 415.963 571.439 245.622 461.447
Loans granted 2.419 9.677 2.419 9.677
Trade and other receivables 20.818.766 16.917.534 20.980.243 17.894.727
Inventories 14.278.675 11.694.518 12.176.927 9.388.146
Other assets 648.196 489.565 489.294 374.741
TOTAL CURRENT ASSETS 36.164.019 29.682.733 33.894.505 28.128.738
TOTAL ASSETS 127.154.504 121.493.971 115.927.901 | 110.108.225
EQUITY AND LIABILITIES
CAPITAL AND RESERVES:
Share capital 39.956.657 39.956.657 39.956.657 39.956.657
Legal reserve 3.995.665 3.995.665 3.995.665 3.995.665
Retained earnings 25.844.409 23.844.784 25.342.799 23.027.692
Unused emission rights’ reappraisal reserve - - - -
TOTAL EQUITY 69.796.731 67.797.106 69.295.121 66.980.014
GRANTS 341.401 341.401 341.401 341.401
NON-CURRENT LIABILITIES:
Bank loans 11.346.144 10.410.508 11.346.144 10.410.508
Obligations under finance leases 0.484.612 7.518.420 8.524.316 6.558.124
Deferred tax liability 896.987 945.202 549.520 597.735
Other payables - - - -
TOTAL NON-CURRENT LIABILITIES 21.727.743 19.215.531 20.419.980 17.907.768
CURRENT LIABILITIES:
Bank loans 13.148.861 12.192.272 5.958.398 5 404 963
Obligations under finance leases 1.156.797 4.116.967 1.063.541 3732432
Delay for unused emission rights - - - -
Factoring 4.776.692 39.170 3.676.692 -
Trade and other payables 16.206.279 18.132.925 15.172.768 16.083.048
TOTAL CURRENT LIABILITIES 35.288.629 34.481.334 25.871.399 25.220.443
TOTAL EQUITY AND LIABILITIES 127.154.504 121.493.971 115.927.901 | 110.108.225
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4. Income (loss) statement

LTL
The Group The Company
30/09/07 30/09/06 30/09/07 30/09/06

Sales 105.258.640 88.008.854 96.978.770 80.969.760
Cost of sales 85.210.522 69.177.874 78.104.661 63.377.605
GROSS PROFIT 20.048.118 18.830.980 18.874.109 17.592.155
Other operating income 729.026 2.035.396 934.744 2.084.063
Selling and distribution expenses 6.748.947 6.738.489 6.448.551 5.996.072
Administrative expenses 7.399.833 7.904.942 6.773.698 7.308.723
Other operating expenses 251.629 122.542 251.578 122.070
PROFIT FROM OPERATIONS 6.376.735 6.100.403 6.335.026 6.249.353
Interest income 305 405 305 405
Finance costs 1.439.015 892.838 1.086.606 637.192
Net foreign exchange (loss) gain - - - -
Rate of exchange influence -41.612 -231.599 -40950 -229.263
Other finance income - - - -
Other finance expenses 8.403 2.324 4.283 61
PROFIT BEFORE INCOME TAX 4.888.010 4.974.047 5.203.492 5.383.242
Income tax expense 888.385 977.737 888.385 977.737
NET PROFIT 3.999.625 3.996.310 4.315.107 4.405.505
BASIC AND DILUTED EARNINGS PER SHARE 0,10 0,10 0,11 0,11
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4.1.! Statement for changes in equity

Share Legal Other Retained
The Group capital reserve reserves earnings Total
AT 31 DECEMBER 2005
(RESTATED) 39.956.657 3.693.300 20.761.041 64.410.998
Transfer to legal reserve 302.365 -302.365
Dividends paid -2.000.000 -2.000.000
Net profit 5.386.108 5.386.108
AT 31 DECEMBER 2006 39.956.657 3.995.665 23.844.784 67.797.106
Transfer to legal reserve
Dividends paid -2.000.000 -2.000.000
Net profit 3.999.625 3.999.625
AT 30 SEPTEMBER 2007 39.956.657 3.995.665 25.844.409 69.796.731
Share Legal Other Retained
The Company capital reserve reserves earnings Total
AT 31 DECEMBER 2005
(RESTATED) 39.956.657 3.693.300 18.982.309 62.632.266
Transfer to legal reserve 302.365 -302.365 -
Dividends paid -2.000.000 -2.000.000
Net profit 6.347.748 6.347.748
AT 31 DECEMBER 2006 39.956.657 3.995.665 23.027.692 66.980.014
Transfer to legal reserve
Dividends paid -2.000.000 -2.000.000
Net profit 4.315.107 4.315.107
AT 30 SEPTEMBER 2007 39.956.657 3.995.665 25.342.799 69.295.121

[5d Griciskés

LTL
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AMCINE BENDROVE

4.1.2 Cash flow statement

1M GriGiskes

LTL
The Group The Company
30/09/07 30/09/06 30/09/07 30/09/06
OPERATING ACTIVITIES
Profit before income tax 4.888.010 4.974.047 5.203.492 5.383.243
Adjustments for:
Depreciation and amortization 8.314.255 7.510.594 7.170.714 6.539.804
Release of negative goodwill to income - -
Share of loss of associates - -
Interest income -305 -405 -305 -405
Finance costs 1.439.015 892.838 1.086.606 637.192
Net foreign exchange loss (gain) 41.612 231.599 40.950 229.263
Profit on disposal of fixed assets -37.212 -1.338.478 -36.533 -1.338.478
Provisions (reversal) for slow moving inventory, write
off to net realisable value and low value inventory - -
Fixed assets impairment losses (reversal) - -
Investments in subsidiary impairment - -
Provision for doubtful accounts receivable (reversal),
write off of bad accounts receivables - -
Total 14.645.375 12.270.195 13.464.924 11.450.619
Changes in operating assets and liabilities:
(Increase) decrease in other assets -158.631 -259.938 -114.553 -242.430
Decrease in trade and other payables -3.509.952 85.782 -2.694.236 -448.474
(Increase) in inventories -2.584.157 -561.273 -2.788.781 -412.850
Increase (decrease) in trade and other payables 3.186.221 -2.531.038 3.139.051 -1.891.874
Total -3.066.519 -3.266.467 -2.458.519 -2.995.628
Interest paid -1.440.781 -892.838 -1.085.004 -637.192
Income tax paid -1.351.791 -1.571.884 -1.351.791 -1.571.884
NET CASH FROM OPERATING ACTIVITIES 8.786.284 6.539.006 8.569.610 6.245.915
INVESTING ACTIVITIES
Purchase of property, plant and equipment and
intangible assets -5.615.132 -11.482.866 -5.342.271 -10.929.658
Proceeds on disposal of property, plant and equipment
and intangible assets 332.610 327.949
Proceeds on disposal of tangible assets
Interest received 305 405 305 405
Acquisition of subsidiary
Repayment of loans granted 7.258 52.363 7.258 52.363
Proceeds from long-term receivables
NET CASH (USED IN) INVESTING ACTIVITIES -5.274.959 -11.430.098 -5.006.759 -10.876.890
FINANCING ACTIVITIES
Dividends paid -2.000.000 -1.843.888 -2.000.000 -1.843.888
Repayments of borrowings -3.550.262 -1.518.213 -2.839.105 -910.414
Proceeds from borrowings 5.442.487 11.836.456 4.328.176 11.005.349
Repayment of long-term payables - -
Repayments of finance lease liabilities -3.559.026 -3.602.866 -3.267.747 -3.207.750
NET CASH (USED IN) FINANCING ACTIVITIES -3.666.801 4.871.489 -3.778.676 5.043.297
NET (DECREASE)/INCREASE IN CASH -155.476 -19.603 -215.825 412.322
CASH AND CASH EQUIVALENTS BEGINNING
OF THE PERIOD 571.439 667.557 461.447 141.254
CASH AND CASH EQUIVALENTS END OF THE
PERIOD 415.963 647.954 245.622 553.576
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5. Explanatory note
1. GENERAL INFORMATION

AB Grigiskés (the Company) was established in 1823. Former state owned company AB GrigiSkés was
privatized on 3 December 1991 and registered as a joint stock company on 2 April 1992. The Company’s
shares are traded on the Vilnius Stock Exchange.

As of 30 June 2006 the Group consisted of the Company and its wholly owned (100%) subsidiary UAB
Baltwood. The Company’s and its subsidiaries the addresses of their registered office and the principal
activities are as follow:

Name Country Main address Principal activity

AB ,,Grigiskeés* Lithuania Vilniaus str. 10, 27101 Vilnius — Fiberboard, corrugated cardboard and
Grigiskés paper articles produce

UAB ,,Baltwood* Lithuania | Vilniaus str. 10, 27101 Vilnius — Wood processing
Grigiskés

UAB ,,Grigiskiy transporto Lithuania | Vilniaus str. 10, 27101 Vilnius — Resale of used vehicles

centras‘ Grigiskés

The financial statements of UAB Grigiskiy transporto centras were not consolidated due to the fact that this
Company is insignificant to the parent company.

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year the Company and the Group has adopted all of the new and revised Standards and
Interpretations issued by the International Accounting Standards Board (the IASB) and the International
Financial Reporting Interpretations Committee (IFRIC) of the IASB that are relevant to its operations and
effective for accounting periods beginning on 1 January 2007. The adoption of these new and revised
Standards and Interpretations has resulted in changes to the Group’s and the Company’s accounting policies
in the following areas that have affected the amounts reported for the current or prior years:

— goodwill (IFRS 3);

— excess of acquirer‘s interest in the net fair value of acquiree‘s identifiable assets, liabilities and
contingent liabilities over cost of acquisition (previously known as negative goodwill) (IFRS 3).

3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRSs”) as adopted by the European Union (the “EU”). IFRSs as adopted by the EU do not currently
differ from IFRS as issued by the International Accounting Standards Board (IASB) and currently effective
for the purpose of these financial statements, except for certain hedge accounting requirements under IAS
39, which have not been adopted by the EU. The Company and the Group has determined that the
unendorsed hedge accounting requirements under IAS 39 would not impact the Company’s and the Group’s
financial statements had they been endorsed by the EU at the balance sheet date. Therefore, as a matter of
reference, the term “IFRS” is hereafter used and referring to both IFRS and IFRS as adopted by the EU.

The financial statements have been prepared on the historical cost basis, as modified by the indexation of
certain fixed assets. The principal accounting policies are set out below.

The accompanying financial statements are presented in the national currency of Lithuania the Litas (LTL).
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Change in accounting policy

From 1 January 2006 the Company and the Group has changed its method of accounting for the emission
rights as the new policy is considered to be more appropriate for the fair presentation of the Company’s and
the Group’s financial position and operating performance. Under the new when the Group and the Company
has sufficient allowances to meet its obligations, the net approach is applied, the amount of the provision is
equal to the costs of the assets and neither the asset nor the provision is presented on the balance sheet. In
case the Company is ‘short’ of allowances, the liability is recognised on the balance sheet being the best
estimate of the expenditure (economic resources) required to settle the emission obligation. Until 1 January
2006 emission rights after initial recognition recorded as intangible assets re-measured at fair value by
reference to an active market. Re-measurements related to not used emission rights are recognised directly in
a separate component of equity. The revaluation results of obligations related to used emission rights (upon
settlement or sale) are recognised in the income statement. The comparative 2005 financial information was
restated as a result of this change in accounting policy.

Principles of consolidation

The consolidated financial statements incorporate the financial statements of AB GrigiSkés and entity
controlled by the Company (its subsidiary). Control is achieved where the Company has the power to govern
the financial and operating policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.
Business combinations

Acquisitions of subsidiaries are accounted for using the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group in exchange for control of the acquiree, plus any costs
directly attributable to the business combination. The acquiree’s identifiable assets, liabilities and contingent
liabilities that meet the conditions for recognition under IFRS 3 Business combinations are recognized at
their fair values at the acquisition date, except for non-current assets (or disposal groups) that are classified
as held for sale in accordance with IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations,
which are recognized and measured at fair value less costs to sell.

Goodwill arising on acquisition is recognized as an asset and initially measured at cost, being the excess of
the cost of the business combination over the Group’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognized. If, after reassessment, the Group’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the cost of the
business combination, the excess is recognized immediately in profit or loss.

Investments in subsidiaries

A subsidiary is a company over which the parent has control. Investments in subsidiaries are stated at cost
less impairment losses recognized, where the investment’s carrying amount in the parent only financial
statements exceeds its estimated recoverable amount.

Investments in associates

An associate is an entity over which the Company and the Group has significant influence and that is neither
a subsidiary nor an interest in a joint venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over those policies.

Investments in associates in the parent only financial statements are stated at cost less impairment losses
recognized, where the investment’s carrying amount exceeds its estimated recoverable amount.

10
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The results and assets and liabilities of associates are incorporated in the Group’s consolidated financial
statements using the equity method of accounting, except when the investment is classified as held for sale,
in which case it is accounted for under IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations. Under the equity method, investments in associates are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the Group’s share of the net assets of the associate, less
any impairment in the value of individual investments. Losses of an associate in excess of the Group’s
interest in that associate (which includes any long-term interests that, in substance, form part of the Group’s
net investment in the associate) are not recognized, unless the Group has incurred legal or constructive
obligations or made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate recognized at the date of acquisition is recognized as
goodwill. The goodwill is included within the carrying amount of the investment and is assessed for
impairment as part of the investment. Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is
recognized immediately in profit or loss.

Where the Group company transacts with an associate of the Group, profits and losses are eliminated to the
extent of the Group’s interest in the relevant associate.

Property, plant and equipment

Property, plant and equipment are stated at historical cost as adjusted for the indexation of certain property,
plant and equipment, less accumulated depreciation and any accumulated impairment losses.

Construction-in-progress represents property, plant and equipment under construction. Such assets are
carried at acquisition cost, less any recognized impairment losses. Cost includes design, construction works,
plant and equipment being mounted and other directly attributable costs.

Depreciation of property, plant and equipment, other than construction-in-progress, is charged so as to write
off the cost of assets over their estimated useful lives, using the straight-line method. The estimated useful
lives, residual values and depreciation method are reviewed at each year end, with the effect of any changes
in estimate accounted for on a prospective basis. Estimated useful lives of Property, plant and equipment are
as follows:

Buildings and constructions 4 - 91 years
Machinery and equipment 2 — 50 years
Vehicles 3 —20 years
Other equipment and other fixed assets 2 — 20 years

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned
assets.

The Company capitalizes the assets according to the capitalization values set for certain groups of assets:

Buildings and constructions 1,000 LTL
Machinery and equipment 3,000 LTL
Vehicles 1,000 LTL
Other equipment and other fixed assets, except computer

equipment 1,000 LTL
Computer equipment 300 LTL

11



AKCINE BENDROVE
Interim consolidated report for the nine months of 2007 H Gﬁmlgkf's

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment are
determined as the difference between the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.

Subsequent repair costs are included in the asset’s carrying amount, only when it is probable that future
economic benefits associated with the item will flow to the Company and Group and the cost of the item can
be measured reliably. The carrying amount of the replaced part is derecognized. All other repairs and
maintenance are recognized in profit or loss in the period in which they are incurred.

Intangible Assets

Intangible assets are stated at acquisition cost less subsequent accumulated amortisation and impairment
losses. Amortisation is calculated on the straight-line method to write off the cost of each asset over the
estimated useful life as follows:

Land lease rights 90 years
Licenses, patents and etc. 2 — 3 years
Software 1 -5 years
Other intangible assets 2 — 4 years

Impairment of property, plant and equipment and intangible assets

At each balance sheet date, the Company and the Group reviews the carrying amounts of its property, plant
and equipment and intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Company and the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognized
for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognized
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation increase.

Emission rights

The EU Emission Allowance Trading Scheme was established by Directive 2003/87/EC and commenced on
1 January 2005. The first phase runs for the three-year period from 2005 to 2007; the second will run for
five years from 2008-2012 to coincide with the first Kyoto Commitment Period. The scheme works on a

12
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‘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 tones 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. Thus, installations will surrender allowances for the first time by 30 April 2006
equal to their emissions during the 2005 calendar year.

When the Company has sufficient allowances to meet its obligations, the net approach is applied, the
amount of the provision is equal to the costs of the assets and neither the asset nor the provision is presented
on the balance sheet.

In case the Company is ‘short’ of allowances, the liability is recognised on the balance sheet being the best
estimate of the expenditure (economic resources) required to settle the emission obligation.

Inventories

Inventories are initially measured at cost and are subsequently measured at the lower of cost and net
realizable value. The First-In, First-Out method is used as a basis for calculating the cost. The cost of work
in progress and finished goods comprises of raw materials, direct labor cost, other direct costs and related
production overheads. Net realisable value is the estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated costs necessary to make the sale.

Financial assets

Financial assets are recognised on the Company’s and the Group’s balance sheet when the Company and the
Group becomes a party to the contractual provisions of the instrument.

Loans and receivables

Trade receivables, loans and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as “loans and receivables”. Loans and receivables are measured at initial
recognition at fair value, and are subsequently measured at amortized cost using the effective interest rate
method less impairment loss recognized to reflect irrecoverable amounts.

Effective interest method

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

Interest income is recognized in profit or loss by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been
impacted. For financial assets carried at amortized cost, the amount of the impairment is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables where the carrying amount is reduced through the use of an

13
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allowance account. When a trade receivable is uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at
the date the impairment is reversed does not exceed what the amortized cost would have been had the
impairment not been recognized.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash in banks, demand deposits and other short-term
highly liquid investments with original maturities of three months or less those are readily convertible to a
known amount of cash and are subject to an insignificant risk of changes in value.

Financial liabilities
A financial liability is any liability that is a contractual obligation to deliver cash or another financial asset
to another entity, a contractual obligation to exchange financial instruments with another entity under

conditions that are potentially unfavorable, or a derivative or non-derivative contract that will or may be
settled in the Company’s own equity instruments.

Financial liabilities

Financial liabilities are classified as either financial liabilities at fair value through profit or loss or other
financial liabilities.

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.
Other financial liabilities are subsequently measured at amortised cost using the effective interest method,
with interest expense recognised on an effective yield basis.

The effective interest method

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

Fair value of financial instruments

Fair value represents the amount at which an asset could be exchanged or liability settled on an arm’s length
basis. Where, in the opinion of the management, that the carrying amounts of financial assets and financial
liabilities recorded at amortised cost differs materially from their carrying value, such fair values are
separately disclosed in the notes to the financial statements.

Grants

Grants are accounted for on an accrual basis of accounting, i.e. grants are credited to income statement in
the periods when related expenses, which they are intended to compensate, incur.

Grants related to assets

Grants related to assets include asset acquisition financing and non-monetary grants. Initially such grants are
recorded at the fair value of the corresponding assets and subsequently credited to income statement over the
useful lives of related non-current assets offset with depreciation expenses of the corresponding assets.

Grants related to income

Grants related to income are received as a reimbursement for the expenses already incurred and as a
compensation for unearned revenue, and also all other grants than those related to assets. Grants are
recognized when they are received or there is a reasonable assurance that they will be received.
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Lease

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

The Company and the Group as lessor

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant lease.

The Company and the Group as lessee

Assets held under finance leases are recognized as assets at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is
included in the balance sheet as a finance lease obligation. Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly to profit or loss.

Rentals payable under operating leases are recognized in profit or loss on a straight-line basis over the term
of the relevant lease.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer returns, rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satisfied:

* the Company and the Group has transferred to the buyer the significant risks and rewards of ownership of
the goods;

* the Company and the Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

* the amount of revenue can be measured reliably;
* it is probable that the economic benefits associated with the transaction will flow to the entity; and
* the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Sales of services

Sales of services are recognised on performance of the services.

Interest income is recognized on an accrual basis, by reference to the principal outstanding and at the
effective interest rate applicable.

Finance costs

All finance costs are recognized in profit or loss when incurred.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred income tax.

Current income tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. Income tax is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date. The
income tax rate in Lithuania is 15%. On 1 January 2006 the Provisional Social Tax Law has come into effect
in the Republic of Lithuania, which stipulates that along with the corporate income tax, for one financial
year beginning on 1 January 2006, companies has to pay an additional 4% tax and for the following year a
3% tax starting from 1 January 2007. The basis for social tax calculation is the same as for income tax.
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Deferred income tax

Deferred income tax is recognized on differences between the carrying amounts of assets and liabilities in
the financial statements and the corresponding tax bases used in the computation of taxable profit, and are
accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognized for
all taxable temporary differences and deferred tax assets are recognized to the extent that it is probable that
taxable profits will be available against which deductible temporary differences can be utilized. Such assets
and liabilities are not recognized if the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred income tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or asset realized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Company and the Group intends to settle its current tax assets and liabilities on a
net basis.

Current and deferred income tax for the period

Current and deferred income tax is charged or credited to profit or loss, except when they relate to items
charged or credited directly to equity, in which case the deferred income tax is also dealt with in equity.

Financial risk management
The principal financial risk management policies of the Group and the Company are set out below:
Credit risk

The credit risk of the Group and of the Company is rather limited because the main buyers are reliable
customers. The Group has no significant concentration of credit risk, with exposure spread over a number of
counter parties and customers.

The credit risk on liquid funds is limited because the counter parties are banks with high credit ratings
assigned by international credit-rating agencies.

Interest rate risk

The Group’s and the Company’s loans consist of loans with floating interest ratio, which is related with
LIBOR (EURIBOR, VILIBOR). The Company did not use any financial instruments in order to control the
risk of interest ratio changes.

Foreign currencies exchange risk

The Group and the Company have a policy to synchronize the cash flows from expected sales in the future
with the expected purchases and other expenses in each foreign currency. At the moment the Company
doesn’t use any derivative financial instruments in order to control foreign currencies exchange risk.

Liquidity risk
In order to maintain a sufficient amount of cash and control over the liquidity risk, the Group and the
Company makes monthly and annual cash flows forecasts.

16



AKCINE BENDROVE
Interim consolidated report for the nine months of 2007 H GRH,S"KEB

Contingencies

Contingent liabilities are not recognized in the financial statements, except for contingent liabilities in
business combinations. They are disclosed unless the possibility of an outflow of resources embodying
economic benefits is remote.

A contingent asset is not recognized in the financial statements but disclosed when an inflow or economic
benefits is probable.

Subsequent events

Post balance sheet events that provide additional information about the Company’s and the Group’s position
at the balance sheet date (adjusting events) are reflected in the financial statements. Post balance sheet
events that are not adjusting events are disclosed in the notes when material.

Related parties

Related parties are defined as shareholders, employees, members of the management board, their close
relatives and companies that directly, or indirectly through one or more intermediaries, control, or are
controlled by, or are under common control with, the reporting entity, provided the listed relationship
empowers one of the parties to exercise the control or significant influence over the other party in making
financial and operating decisions.

Critical accounting judgments and key sources of estimation uncertainty

In the application of the Company’s accounting policies, management is required to make judgments,
estimates and assumptions about carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.
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4. PROPERTY, PLANT AND EQUIPMENT

At 30 September property, plant and equipment consisted of the following:

»

AKCINE BENDROVE

GRIGISKES

Construction
Machinery in  progress
Buildings and and and
The Group constructions Equipment Vehicles Other assets  prepayments Total
LTL LTL LTL LTL LTL LTL
Modified cost
31 December 2006 35.698.324 82.281.732 6.134.857 2.790.953 22.149.422 149.055.288
Additions - 903.680 313.797 227.725 6.316.617 7.761.819
Disposals 40.022 1.134.578 363.289 105.965 - 1.643.854
Transfers 39.269 4.320.558 - - -4.359.827 -
30 September 2007 35.697.571 86.371.392 6.085.365 2.912.713 24.106.212 155.173.253
31 December 2006 13.996.754 40.723.770 3.248.682 1.894.852 - 59.864.058
Depreciation 685.784 6.534.433 679.106 297.234 - 8.196.557
Impairment loss (reversal) - - - - - -
Disposals 32.271 915.725 298.136 102.324 - 1.348.456
Transfers - - - - - -
30 September 2007 14.650.267 46.342.478 3.629.652 2.089.762 - 66.712.159
Carrying amount
31 December 2006 21.701.570 41.557.962 2.886.175 896.101 22.149.422 89.191.230
30 September 2007 21.047.304 40.028.914 2.455.713 822.951 24.106.212 88.461.094

All of the Group’s property, plant and equipment are held for its own use.

As of 31 December 2006 the part of Group’s property, plant and equipment with carrying amount of LTL
17,457,366 (31 December 2005: LTL 17,834,511) is pledged as security for loan granted by banks.
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Construction
Machinery in progress
Buildings and and Other and
The Company constructions Equipment Vehicles assets prepayments Total
LTL LTL LTL LTL LTL LTL
Modified cost
31 December 2006 33.773.470 72.292.487 4.917.913 2.679.058 20.272.696  133.935.624
Additions - 847.227 277.280 223.173 6.141.989 7.489.669
Disposals 40.022 1.134.578 344.179 105.965 - 1.624.744
Transfers 39.269 2.274.919 - - -2.314.188 -
30 September 2007 33.772.717 74.280.055 4.851.014 2.796.266 24.100.497  139.800.549
Accumulated depreciation and impairment
31 December 2006 13.837.882 38.865.084 2.744.137 1.822.149 - 57.269.252
Depreciation 646.969 5.643.737 498.282 284.760 - 7.073.748
Impairment loss/(reversal) - - - - - -
Disposals 32.271 915.725 283.008 102.324 - 1.333.328
Transfers - - - - - -
30 September 2007 14.452.580 43.593.096 2.959.411 2.004.585 - 63.009.672
Carrying amount
31 December 2006 19.935.588 33.427.403 2.173.776 856.909 20.272.696 76.666.372
30 September 2007 19.320.137 30.686.959 1.891.603 791.681 24.100.497 76.790.877

All of the Company’s property, plant and equipment are held for its own use.

As of 31 December 2006 the part of Company’s property, plant and equipment with carrying amount of LTL
8,438,290 (31 December 2005: LTL 8,075,710) is pledged as security for loan granted by bank.

5. Emission rights

Emission rights movement for the nine months of the year 2007

Received
Government  Provision for used
The Group/The Company Emission rights grant emission rights
LTL LTL LTL

31 December 2006 3.704.441 434.437 3.270.004
Government grant received at fair value 1.125.368 1.125.368 -
After respective National Institution confirmation, the

covered previous year emission rights -3.265.701 4.303 -3.270.004
Provision for used emission rights 2007 - -1.050.566 1.050.566
30 September 2007 1.564.108 513.542 1.050.566
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6. INTANGIBLE ASSETS
At September 30 intangible assets consisted of the following:

Other assets

Land lease Licenses, and

The Group rights patents Software prepayments Total

LTL LTL LTL LTL LTL
Cost
31 December 2006 2.400.000 41.089 700.220 20.620 3.161.929
Additions - 24.570 2.513 - 27.083
Disposals - - - - -
Transfers - - - - -
30 September 2007 2.400.000 65.659 702.733 20.620 3.189.012
Accumulated amortisation
31 December 2006 88.889 29.802 407.102 16.129 541.922
Amortisation 20.000 8.391 88.658 650 117.699
Disposals - - - - -
Transfers - - - - -
30 September 2007 108.889 38.193 495.760 16.779 659.621
Carrying amount
31 December 2006 2.311.111 11.287 293.118 4.491 2.620.007
30 September 2007 2.291.111 27.466 206.973 3.841 2.529.391

As of 30 September 2007 the Group’s land lease rights with carrying amount of LTL 2.291.111, are pledged
as security for loan granted by bank.

Licenses and

The Company patents Software Other assets  Prepayments Total
LTL LTL LTL LTL LTL
Cost
31 December 2006 41.089 685.547 11.496 3.836 741.968
Additions 24.570 1.800 - - 26.370
Disposals - - - - -
Transfers - - - - -
30 September 2007 65.659 687.347 11.496 3.836 768.338
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continued
Licenses and

The Company patents Software Other assets  Prepayments Total

LTL LTL LTL LTL LTL
Accumulated amortisation
31 December 2006 29.802 393.208 10.843 - 433.853
Amortisation 8.391 87.925 650 - 96.966
Disposals - - - - -
Transfers - - - - -
30 September 2007 38.193 481.133 11.493 = 530.819
Carrying amount
31 December 2006 11.287 292.339 653 3.836 308.115
30 September 2007 27.466 206.214 3 3.836 237.519

Amortization expense has been included in administrative expenses.

7. TRADE AND OTHER RECEIVABLES

Trade and other receivables consisted of the following:

The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
Trade receivables 20.894.985 16.746.847 21.206.624 17.965.183
Other receivables 920.765 1.167.671 743.605 899.530
21.815.750 17.914.518 21.950.229 18.864.713
Less: Allowance for doubtful amounts receivable
Total amounts receivable within one year 21.815.750 17.914.518 21.950.229 18.864.713
Less: Allowance for doubtful amounts receivable -996.984 -996.984 -969.986 -969.986
Total amounts receivable within one year 20.818.766 16.917.534 20.980.243 17.894.727

The carrying amount of the Group and Company trade and other receivables approximates their fair value.
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»

AMCINE BENDROVE

GRIGISKES

The movement for the nine months of the year in the allowance for doubtful amounts receivable consisted of

the following:

The Group The Company
2007 2006 2007 2006
LTL LTL LTL LTL
At 1 January 996.984 2.164.860 969.986 2.164.860
Increase of allowance - 213.510 - 186.512
Reversal of allowance - -1.184.687 - -1.184.687
At 30 September 996.984 1.193.683 969.986 1.166.685
8. LOANS GRANTED
Granted consisted of the following:
The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
Loan receivable from UAB Grigiskiy transporto centras,
denominated in LTL, maturity date — 31 December 2005,
interest free 74.853 74.853 74.853 74.853
Loan receivable from employee denominated in LTL,
maturity date — 31 December 2007, interest free 2.419 9.677 2.419 9.677
77.272 84.530 77.272 84.530
Less: loans granted after one year - - - -
Less: Allowance for doubtful amounts receivable -74.853 -74.853 -74.853 -74.853
Total loans granted within one year 2.419 9.677 2.419 9.677
9. CASH AND CASH EQUIVALENTS
Cash and cash equivalents consisted of the following:
The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
Cash at bank 315.293 544.174 169.297 456.971
Cash on hand 100.670 27.265 76.325 4.476
Total 415.963 571.439 245.622 461.447
10. INVENTORIES
Inventories consisted of the following:
The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
Materials 5.455.476 4.414.596 5.381.463 4.204.918
Work in progress 3.611.255 3.809.001 1.827.643 2.042.924
Finished goods 5.053.753 3.374.661 4.809.630 3.044.044
Goods in transit 188.566 126.635 188.566 126.635
14.309.050 11.724.893 12.207.302 9.418.521
Less: write-down to net realizable value -30375 -30.375 -30375 -30.375
Total 14.278.675 11.694.518 12.176.927 9.388.146
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As of 31 December 2006 the Group’s and Company’s inventory with carrying amounts of LTL 5.833.634
and LTL 5.000.000 are pledged as security for loan granted by bank (as of 31 December 2005 — LTL
833.634 and LTL 0).

11. SHARE CAPITAL AND LEGAL RESERVE

As of 30 September 2007 share capital consisted of LTL 39,956,657 ordinary shares at a par value of LTL 1
each. As of 30 September 2007 all shares were fully paid.

As of 30 September 2007 shareholders of the Company were as follows:

Number of shares Proportion of
ownership, %
Lithuanian legal entities 23.100.918 57,81
Lithuanian individuals 12.735.708 31,87
Foreign legal entities 4.057.945 10,16
Foreign individuals 62.086 0,16
Total 39.956.657 100,00
Main shareholders:
Number of shares Proportion of
ownership, %
UAB ,,Ginvildos investicija“ 19.128.653 47,87
Rosemount Holdings LLC 3.613.035 9,04
Miseikis Dailius Juozapas 2.817.312 7,05
Total 25.559.000 63,96

The Company has one class of ordinary shares which carry no right to fixed income.

The legal reserve is a compulsory reserve under Lithuanian legislation. Annual contributions of 5 per cent of
the net profit are required until the legal reserve reach 10 per cent of the statutory capital. The appropriation
is restricted to reduction of the accumulated deficit.

12. BORROWINGS
The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
The borrowings are repayable as follows:
Within one year 13.148.861 12.192.272 5.958.398 5.404.963
In the second year 2.000.940 3.285.804 2.000.940 3.285.804
In the third to fifth years inclusive 9.345.204 7.124.704 9.345.204 7.124.704
24.495.005 22.602.780 17.304.542 15.815.471
Less: amount due for settlement within one year* -13.148.861 -12.192.272 -5.958.398 -5.404.963
Amount due for settlement after one year* 11.346.144 10.410.508 11.346.144 10.410.508
13. TRADE AND OTHER PAYABLES
The Group The Company
30/09/07 2006 30/09/07 2006
LTL LTL LTL LTL
Trade payables 10.195.341 13.899.646 9.634.202 12.030.834
Taxes, salaries and social insurance payable 3.766.302 3.321.351 3.438.525 3.190.238
Advances paid 201.442 178.275 181.687 158.931
Other payables 2.043.194 733.653 1.918.354 703.045
Total 16.206.279 18.132.925 15.172.768 16.083.048
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14. OTHER OPERATING INCOME

[5d Griciskes

For the nine months of the year 2007 other operating income consisted of the following:

The Group The Company
30/09/07 30/09/06 30/09/07 30/09/06
LTL LTL LTL LTL

Rent income 452.042 338.648 664.143 338.648
Gain from disposal of fixed assets 37.212 1.338.478 36.533 1.338.478
The reversal of inventory written off, scrap
recognition 107.000 265.624 107.000 265.624
Insurance compensation 30.908 12.421 30.188 15542
Write off of accounts payables 3.658 - 3.658 -
Communications income 175 204 175 204
Other income 98.031 80.021 93.047 125.567
Total 729.026 2.035.396 934.744 2.084.063

15. OTHER OPERATING EXPENSES

For the nine months of the year 2007 other operating expenses consisted of the following:

The Group The Company
30/09/07 30/09/06 30/09/07 30/09/06
LTL LTL LTL LTL
Rent expenses 220.134 20.814 220.134 20.814
Other expenses 31.495 101.728 31.444 101.256
Total 251.629 122.542 251.578 122.070

6. Audit Information

AB “Grigiskés” interim consolidated report for the nine months of 2007 is not audit or check-up auditors.

24



