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Zemaitijos pienas AB
Approval of responsible persons

30 September 2007

Telsiai

Regarding drafting of financial statement for the nine months ended 30 September 2007

\We hereby cerify that the intermediate financial statement drafted on the basis of the International
Accounting Standards is true and accurately indicates the assets, liabilities, financial status, and profit.

General Manager Algirdas Fazemeckas

Chief Accountant Dalia Gecieneé
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Balance sheets

Group
Notes As of 30 As of 31

September 2007 December 2005
ASSETS
Non-current assets
Intangible assets 477 518
Property, plant and equipment 45932 46 833
Investment property 4970 5307
Available — for — gale investments 14 14
Investmants inte subsidiaries = -
Non-current receivables 2415 1 606
Deferred income tax asset 208 248
Total non-current assets h3.806 54.876

Current assets

Inventories 4 30132 38.077
Prepayments 657 833
Trade receivables 267324 31.549
Receivables from subsidizaries = -
Receivablas from other related parties 17.419 15.378
Other receivables 3.084 & 5Hdd
Cash and cash equivalents 14.952 14534
Total current assets 102.018 106.941

Total assets 155.824 161.817
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Balance sheets (cont'd)

Motes

Group

As of 30

As of 31

September 2007 December 2008

LIABILITIES AND SHAREHOLDERS' EQUITY
Equity attributable to equity holders of the parent

Share capital 45 375 48 375
Share premium account . -
Legal regerve 4.838 4 838
Ciher reserves - -
Retained sarnings 37.094 18.400

S0.307 72613
Minority interest 1.037 1.037
Total shareholders’ equity 91.344 73,650
Non-current liabilities
Grants received 3.748 2073
Non-current loans 19.078 23173
Long-term loans from related parties = 5
Financial lease obligations 7.825 4 599
Other cumrent liabilities 124 124
Total non-current liabilities = —— TR 29.968
Current liabilities
Current portion of non-cument loans 549 22913
Current portion of non-current financial lease obligations 1.008 127
Trade payables 16.599 22.538
Fayabies to subsidiaries = =
Fayables to other related parties 1.505 £.858
Income tax payable 2.965 783
Other current liabilities 11.078 2.403
Total current liabilities F3.704 58.198
Total liabilities and shareholders' equity 155.824 161.817
The accompanying notes are an integral part of these financial statements

7
General Manager Algirdas Pazemeckas } L_'_]'I%;!‘-‘V 30 September 2007
- ¥ B
Chief Accountant . Dalia Gecieng 30 September 2007

/
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Income statements

Group
Motes As of 30 As of 30
September 2007 September 2006

Sales 3 342457 252.908
Cost of sales (262 BEEG) (233.336)
Gross profit 79.571 48,572
Operating expenses (60070 (45.350)
Other operating income, net 5.451 7.328
Profit from operations 24.952 1‘1-5.57
Financial and investment activilies = (1.568) (233)
Profit before income tax 23.384 11.318
Income t&x (4.722) {2.540)
Net profit 18.662 8.778

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

30 September ECID_‘.F_I

=
| Gengral Manager | Algirdas PaZzemeckas |

|_ Chief Accountant | Dalia Geciene , /7“/? | a0 September 2007 |
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a 180240752, Sedos Str. 35, Telsiai

E MONTHS ENDED 30 SEPTEMBER 2007

Statements of changes in equity

Group Attributable to shareholders of the Company
Share Share Legal Other Retained Minority
capital surplus reserve  reserves earnings Total interest Total

Balance as of 31

December

2005 48.375 - 3.700 - 10541 B2.616 1.037  63.653
Dividends

declared - - - (2.903) (2.903) = fEa0s)
Transfer to legal

reseive - - 1138 (1.138) - - -
Met profit for the

yaar - - - - 12800 12800 - 12800
Balance as of 31

December

2006 48.375 - 4.838 - 19.400 72613 1.037 73.650
Dividends &

declared - - - (068) (968) (S65)
Met profit for the

year ) - - - - 18582 18662 - 18.662
Balance as of 30

September

2007 _48.375 - 4.838 - 37.094 90.307 1.037  91.344
The gccompanying notes are an integral part of these financial statements.

T T ] J'&_ = |
General Manager | Algirdas Pazemeckas _/d ‘ll,' 30 September 2007

Chief Accountant

Dalia Geciane

| 30 September 2007 |
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Cash flow statements

Group
As of 30 As of 30
September 2007 Septem ber 2006

Cash flows from (to) operating activities

MNet profit 18.662 8778
Adjustments for non-cash items:

Depreciation and amortization 12.570 10,818
Amodtization of grants received -1.523 -1 165
{Profit) ioss from disposal and write-ofis of property,

plant and egquipment and intangible asseis T98 -265
Result from financial and investrment activities 1.595 1408

Allowance for receivables

Income tax expensas

(Adjustment) of net realizable value of inventories
Other non-cash (income) expenses

32102 19.574
Changes in working capital:
Diecrease in inventories &R 12.541
(Increase of) Receivables 5 303 15700
Decrease in prepayments and other current assets 202 501
Decrease in other receivables
Increase in trade payables, payables 10 related parties
and payables 1o subsidiaries -1.411 -4.359
Income tax (paid)
Increase (decrease] in ather current liabilities AATT 5.254
Net cash flows from operating activities __ 2 262 1.237
Cash flows from (to) investing activities
(Acquisition) of property, plant and eguipment and intangible assets -11.382 -0 287
Disposal of property, plant and equipment 271 3 D&M
Proceads from sales of investments 4
Repayment of loans granted 3029 4409
Loans (granted) -3.207 4 807
Intarest received 127 73
Net cash flows (to) investing activities - A1.162 £.458

(Cant'd on the next page)
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Cash flow statements (cont'd)

Cash flows from (to) financing activities
Dividends (paid)

Cash, (fransferred) during reorganization
Loans received

(Fepayment) of lcans

Financial lease (paymenis)

Sponsorship Received

Other revenue from financial activities
Interest (paid)

Met cash flows (to) financial activities

Net increase (decrease) in cash and cash equivalents

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

Group
Az of 30

A= of 30

September 2007 September 2006

968 -3.108
: 3.449

-26.458 2142

2 507 1.642

3.198 -

185 59

-1.808 -1.662
23344 -5.017
458 9.337

14.534 13,087

14.992 22.434

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

Algirdas PaZemeckas

30 September 2007

|_ General Managet

Chief Accountant Dalia Gecieng

30 September 2007
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MNotes to the financial statements

1.General information

As of 30 September 2007 and 2008 the share capital of the Company was LTL 48.375 thousand, which consisted of
4 837.500 ordinary shares with a normal value of LTL 10 each, All the shares of the Company are issued, subscribad
and fully paid. Subsidiaries did not hold any shares of the Company as of 30 September 2007 and 30 September 2008,
the Company also had no its own shares.

As of 30 September 2007 the Group consisted of AB Zemaitijos pienas and the following subsidiaries (hersinafter
referred to as "the Group™)

Ownership |Percentage in Total
Registration of the consolida- Costof (Profit (loss)| equity Main
Company address Group tion invesiment for the year| holding activities
AB Telsiy Mazeikiy Str, 4, Repair of
auinservizas Telgiai, Lithuania a7.49% 100% 203 1 (1089) | wehicles
UAB Zemaiti- 1 Witk
jos pieno Sedos Str. 35, collection
Zaliava | Telgiai, Lithuania 100,00% 100% 1.000 (10} 727 | services
) | Milk
ZUK Tarpu- | Klaipgdos Str. 3, collection
iy pienas Silute, Lithuania 10,08% 100% 50 13 458 | services
Silalgs Stir. 35, . R il | Milk
ZK So- Laukuva, collection
dziaus pienas | Lithuania _15,08% 10096 105 141 | 1.305 | services

According to the Law of Agricultural Cooperatives the ownership of cooperatives should be determined according 1o the
percentages of sales to a certain company, therefore since ZUK Tarpuéiy Pienas and ZUK SodZiaus pienas are
performing nearly 100% of their sales to the Company they are considered subsidianes. AB TelSiy Autoservisas is
considerad a subsidiary because AB Zemaitiios Pienas controls its activities, although it owns less than 50% of the
shares. AB TelSiy Autoservisas had no active operations in the year ended 31 December 2006 and nine moths ended 30

September 2007.

As of 30 September 2007, the number of employees of the Group was 1942 { as of 30 September 20086 — 1948}

2. Accounting principles

The principal accounting policies adopted in preparing the Group's financial statements for the nine months ended 20
September 2007 are as follows:

Sl

Basis of preparation

These financial staterments have been prepared in accerdance with International Financial Reporing Standards (IFRS)
as adopted by the Eurcpean Unian.

Measurement and presentalion currency

The amounts shown in these financial statements are measured in the local currency of the Eepublic of Lithuania, litas
(LTL). Lithuanian litas 15 pegged to eurg at the rate of 3.4528 litas for 1 euro, and the exchange rates in relation to other
currencies are set daily by the Bank of Lithuania.

2o

Principles of consolidation

The consolidates financial statements of the Group include AB Zemaitijos pienas and the companies under its control,
This control is normally evidenced when the Group owns, aither directly or indirectly, more than 50% of the voting nghts
of a company's share capital and/for is able to govern the financial and operating policies of an enterprize so as to benefit

from ils activitias,
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A part of equity and net profit, attributable to minority shareholders, are separated from the eguity and net profit,
attributable to the shareholders of the Company in the consolidated balance sheets under equity caption and
consolidated income statements respactively.

The purchase method of accounting is used for acquired businesses,
Intercompany balances and transactions, including unrealized profits and losses, are eliminated on consolidation.

Consclidated financial statements are prepared by using uniform accounting policies for like fransactions and other
events in similar circumstances.

2.3,  Intangible assets

Intangible assets are measured initially at cost. Intangible assets are recognized if it is probable that future economic
benefits that are attributable to the asset will flow to the Group and the Company and the cost of asset can be measured
reliably. The Company and the Group do not have any intangible assets with indefinite useful life, therefore after initial
recognition intangible recognition intangible assets are measured at cost less accumulated amortization and any
accumulated impairment losses. Infangible assets are amortized on a straight-ling basis over the best estimate of their
useful lives,

2.4. Froperty ; plant and equipment
Properly, plant and equipment is stated at cost, excluding the costs of day-to-day servicing, less accumulated

depreciation and accumulated impairment in value. Such cost includes the cost of replacing part of such propery, plant
and equipment when that cost is incurred if the assel recognition criteria are met.

Depreciaticn is computed on a straight-line basis over the following estimated useful lives of the assats:

Buildings 20 - 40 years
Machinery and equipiment o years
Vehicles and other equipment 4 - 10 years

The assets residual values, useiul lives and methods are reviewed, and adjusted if appropriate, at each financial vear
end.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) 15 includad in the income statemeant in the year
the asset is derecognized.

2.5, Investment property

Investmant property of the Group consist of investments in land and buildings that are held to earn rentals, rather than for
own use in the ordinary course of business. Investment property is stated at cost less accumulated depreciation and any
accumulated impainment [oses.

Depreciation is computed on a straight-line basis over the estimated useful life of 20-40 years.

Transfers to or from investment property are made when and only when thereis an evidence of a change in use.

2.6, Inventories

Inventories are valued at the lower of cost or net realizable value, after impairment evalution for obsolete and slow
moving items. Cost is determined by the first-in, first-out (FIFQ) method. The cost of finished goods and work in progress

includes the applicable allocation of fixed and varable cverhead costs based on a normal oparating capacity.
Unrealizable inventory is fully written-off.
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2.7.  Cash and cash equivalents

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

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand and demand deposits.

1 8. Financial assets and Ninancial liabilities

The Group and the Company racognize financial asset on its balance shest whan, and only when, the Group and the
Company become a parly to the contractual provisions of the instrument.

[nvestmenls

According to 143 39 Financial Instruments: Recognition and Measurement financial assets are classified as either
financial assets at fair value through profit or loss, held-to maturity investments, loans and receivables, and available-for-
sale financial assets, as appropriate. All purchases and sales of financial assets are recognized on the trade date. When
financial assets are recognized initially, they are measured at fair value, plus, in the case of investments not at fair value
through profit or loss, directly attributable tranzaction costs.

Reccivables and loans granted

Leans and receivables are non-derivative financial assets with fixed or determinable payments that are not guoted in an
active market. Such assets are carried at amortized cost using the effective interest method. Gains and losses arg
recognized in income when the loans and receivables are derecognized or impaired, as well as through the amortization
Process.

Loans received

Loan costs are expensed as incurrad,

| oans are initially recognized at fair value of proceeds received, less the costs of transaction. They are subsequantly
carried af amortized cost, the difference between het proceeds and redemption value heing recegnized in the net profit
or loss over the period of the loans.

2.9,  Financial and operating leases

The datermination of whether an arrangement is, of contains a lease is basead on the substance of the arrangement at
inception date of whether the fulfillment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys 3 right to use the asset,

2.10. Grants

Grants recaived as a compensation for the expenses Or unearn ed income of the current or previous reporting period,
also, all the grants, which are not grants related to assets, are consideraed as grants related to income. The income-
related grants are recognized as used in parts o the extent of the expenses incurred during the reporiing period or
unearned income to be compensated by that grant.

The balance of unutilized grants is shown in caption “Grants received” on the balance sheet.

2,11, Income tax

Income tax is calculated basad on the Lithuanian tax legisiation

On the year 2007 the income tax applied 1o the companies in the Republic of Lithuania will be standard, i.e. 15%. On 1
January 2007 m, companies have to pay an additional 3% tax calculated based on the income tax principles.
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