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|. Introduction

This is the Joint Stock Company “Olainegdka” Corporate Management
Report for the year 2011 (hereinafter referredgdraport) is prepared basing upon
the provisions of AS “NASDAQ OMX Riga” “Corporateanagement principles and
suggestions to their implementation” edition of 20The Report is drawn up and
reviewed by the Board of AS “Olaineada”.

This Report is submitted together with AS ,Olairl@égira” audited annual
report of the year 2011 and is published in the éigrage of AS “ NASDAQ OMX
Riga”.

Chairman of Board of JSC “Olaineadca” G.Cankalis



Il. PRINCIPLES OF GOOD CORPORATE ADMINISTRATION
SHAREHOLDERS MEETING.

The shareholders execute their rights to @pete in the Issuer's administration
by participation in the shareholders meeting. Pamstio the provisions of normative
acts the Issuer shall convene the annual sharsoideeting at least once a year.
The extraordinary meeting shall be convened asatked

1. . Provision of shareholders rights and participationin_shareholders
meeting.
The Issuer shall provide equal attitude towards alshareholders — owners of one
category shares. All shareholders shall have equpabssibilities to participate in
the Issuer's administration — to participate in shaeholders meetings and to
receive information that is necessary for sharehokts to adopt decisions.

1.1 Itis important to ensure that all owners of onegary shares shall have equal
rights as well, among others, to receive the portiblssuer’s profit in a way of
dividends or in some other way in proportion to tibenber of shares owned by
the shareholders if the shares owned by them peaudh possibility.

JSC *“Olaines ldra” observes this principle of corporate adminiation
(management). Pursuant to the Articles of AssoamatiJSC “Olaines Wdra” has
issued one category shares, that provide votindghtsgin the shareholders meetings,
as well as equal rights to receive dividends amgidation quota.

1.2 The Issuer shall develop the profit distributiorigo During the development
of policy it is advisable to take into account nmly the provision of
immediate benefits to the Issuer’s shareholderpdyng out dividends, but
also the utility of profit reinvestment thus enhiaigcthe Issuer's future value. It
Is advisable to discuss the profit distributionippin the shareholders meeting
in this way ensuring that it is presented to mosssible number of
shareholders giving them the chance to Express dp&iion. In the Report the
Issuer indicates where the Issuer’s profit distitrupolicy can be found.

JSC*Olaines kidra” has not developed official profit distributionpolicy.
Pursuant to the Commercial Law of the Republic o&tvia the decision regarding
the profit distribution shall be adopted by the sieholders meeting however when
preparing the proposals for profit distribution th€ompany’s board and council are
observing this principle. In 2011 the Company hasrked with losses.

1.3 In order to protect efficiently the interests ofuer’'s shareholders all issues
discussed in these recommendations regarding tecation of shareholders
meetings and provision of necessary informationthe shareholders are
recommended to be observed not only by the Issutralso by any other
person who according to the procedure stipulatethé normative acts are
convening, announcing and organizing shareholdeetings.

In 2011 one ordinary and two extraordinary sharelt@rs’ meetings
were held by the Company. The meetings were congidnyethe Company’s board.

1.4 The Issuer's shareholders ensure the possibility réceive necessary
information timely and regularly regarding the lssuo participate in meetings
and to vote for agenda issues. The Issuer shatsddamost in order to provide
that as many as possible shareholders take p#réimeeting; for this purpose
the place and time of the meeting should not wstihe shareholders’



participation in the meeting. Likewise it shouldt i@ allowed the change of
place and time of convocation of meeting shortlyobe the meeting thus
encumbering or making impossible for shareholdeos atrive at the

shareholders meeting.

According the provisions of the law JSC f&nes kidra” has informed the
shareholders about the convocation of the sharehall meeting, the voting
procedure, the time and place of the meeting. Aftlee notification the information

has not been changed.

1.5 The Issuer informs the shareholders regarding tmeacation of the general
meeting of shareholders by announcing the meetiniga order and time terms
stipulated in the normative acts. The Issuers akéted to announce the
shareholders meeting immediately after the momemenathe resolution is
adopted to convene the meeting, especially in aHsé¢he extraordinary
shareholders meetings. The information regarding ¢bnvocation of the
meeting shall be posted in the Internet websittheflssuer, where it shall be
provided in at least one foreign language. It monemended that it could be
English so that the home page could be used bigforevestors as well. When
publishing the information regarding the convoaatiof the shareholders
meeting the initiator of the convocation shall lsandicated.

In 2011 the notice of the ordinary meeting drihe extraordinary meetings is
published in accordance with the requirements ofMand order and although the
notice is not placed on the company website it iblshed in Latvian and English
on Stock Exchange's website and in the official nmmm information storage
system and is still available.

1.6 The Issuer ensures that the shareholders beformdléng have all necessary
information regarding the procedure, place, ancetand voting procedure in
the meeting, as well as the meeting agenda and diaisions to be voted at
the meeting. In addition the Issuer informs thershalders where to turn in
case of questions regarding the procedure of tlaeebblders meeting and
agenda issues; the Issuer provides the necessditoadl information for
shareholders.

In the notices regarding the shareholders’ meetihgld in 2011 the place of the
meetings is indicated, as well as it is specifiechene and how additional
information regarding the issues of the meeting’genda can be obtained.

1.7 The Issuer shall ensure that at least 14 (fourtdap$ prior to the meeting the
shareholders will be able to acquaint themselvéls thie draft resolutions to be
adopted at the meeting regarding the issues tasbassed, including the issues
that are submitted additionally after the convawawnf the meeting. The Issuer
shall ensure that shareholders can acquaint theesseith the full text of draft
resolutions, especially regarding to the voting bihe amendments of the
Issuer’s Articles of Association, the election bétlssuer’s officials, fixing of
their remuneration, distribution of the Insurerigft and other essential issues.

In 2011 14 (fourteen) days before the shareholdenséeting the drafts of
shareholders’ decisions were published on the St&ocichange website and in the
official information storage system; the draft dessons were available also at the

legal address of the Issuer.



1.8. The Issuer is not allowed in any way to restthe shareholders rights to

nominate for election in the council the represevea of shareholders; the candidates
for council members and other officials shall bmely nominated so that the

shareholders at least 14 (fourteen) days prioh¢éoshareholders meeting shall have
feasibility to introduce themselves with the saefgons at least within the scope
provided in article 1.9 of this section.

In 2011 The Company’s members of Council were &elctwice, the rights
of shareholders when proposing the shareholderspresentatives to be elected in
the Council were in no way restricted; the informah about the nominees to the
Council members was provided according to the requoients of the Law.

1.8 Special attention shall be paid to the fact thahwil4 (fourteen) days prior to
the shareholders meeting the shareholders couldaadqthemselves with
information regarding the candidates of council rhers, as well as with
candidates of auditing committee members whoseoappiis planned in the
shareholders meeting. When publishing the inforomatiregarding the
candidates of the council members the brief Prajaas biography of the said
persons shall be disclosed.

In 2011 when electing the members of the Coundilreecessary information on
the nominees to Council members was provided.

1.10 The Issuer shall not restrict the sharehsldghts during the meeting to consult
each other if it is necessary for adoption of aegision or for clarification of any
issue.

Theregulation of JSC”Olaines kidra” shareholders meeting does not restrict
the shareholders rights during meeting to consuétah other.

1.11 In order to provide the shareholders with eskige information regarding the
procedure of the shareholders meeting the Issualt dbvelop the regulation of
procedure of shareholders meeting where the ordprocedure of the shareholders
meeting as well as resolution of any issue relt&tettie meeting shall be defined (for
example, the registration of participants, the pafeadoption of decisions regarding
the issues to be discussed at the meeting, thenaatif the Issuer in case if any of the
agenda issues are not discussed, if the decisionotabe adopted, etc.). The
procedures adopted by the Issuer shall be easilized.

JSC “Olaines ledra” provides the observance of this principle. Thegulation of
the shareholders meeting has been developed.

1.12 The Issuer shall provide that during the sharedrslaneeting it is possible to
ask questions to the candidates of officials teleeted at the meeting and to other
representatives of the Issuer that are preseieatmeeting. The Issuer is eligible to
set reasonable provisions for asking questions, eboample, by excluding the
possibility for one shareholder to use all timeisaged for the questions and to set
the maximum time limit for speech of one shareholde

In the regulation of the agenda afSC “Olaines kizdra” shareholders meeting the
time limit for the speech of one shareholder is ohefd.

1.13. When indicating in the shareholders meeting process and contents of
discussion of all issues included in the agende, dmairman of the meeting shall
ensure that in case if any of the meeting partidipa@emands in the meeting minutes



there shall be included certain debates or theeklodders suggestions or questions
shall be appended in the written form to the megetnnutes.

JSC “Olaines kdra” shareholders' meeting minutes were taken indicatitige
process and contents of discussions regarding gléada issues to be discussed. In
the reporting year during the meetings no speciaitten proposals, suggestions or
issues have been submitted.

2. Participation of members and candidates of Issuemsnagement institutions in

the shareholders meeting
The Issuer's members of board, the taudind as many as possible of the
Issuer’s council members shall participate in th@eholders meeting.

2.1 The participation of the Issuer's membersnainagement institutions and the
auditor in the shareholders meeting is necessaopyder to provide the information
exchange between the Issuer’s shareholders andm#érmabers of management
institutions, as well as to provide the sharehadgghts to receive the answers of
competent persons to the questions asked. In theelsblders meeting where the
Issuer’s financial issues are not discussed thesepe of the auditor is not
compulsory. By exercising their rights to ask gicest the shareholders can obtain
additional information regarding the conditionsttbauld influence the evaluation of
financial statements and the Issuer’s financidlsta

In the ordinary shareholders’ meeting all member§ Board and two members of
Council of have participated. The auditor of the @gpany was not present at the
meeting; the auditor was represented by his autlzed person who has delivered
the auditor’s report. All members of Board and omeember of Council participated
in the extraordinary shareholders’ meeting.

2.2. In the meeting the candidates of officialst thiee planned to be elected in the
meeting shall participate. It is especially appltedthe members of council. If the
candidates of the council members or the candiofatee auditor cannot participate at
the shareholders meeting and the reason is méygustified then it is allowable that
the respective official is not present at the shalsers meeting. In this situation all
essential information about candidates shall belased between the meetings.

In 2011 in the agenda of two extraordinary sharekekrs’ meetings there were
issues regarding the elections of the Council memsbeln the extraordinary
shareholders’ meeting in March only 2 nominees ttet Council members
participated, the other nominees to the Council maens have already been known
to the shareholders, since they were elected repdigtas the Council members. In
the extraordinary shareholders’ meeting in Octobevhen electing the Council only
one nominee to the Council member was present, rdgay others the necessary
information was provided.

2.3 During the shareholders meeting the shareholsteall have possibility to obtain
information about the officials or their candidategho have not arrived at the
meeting and about the reasons of their non-arriMag. reasons for non-arrival of the
Issuer’s officials should be fixed in the meetinoputes of the shareholders meeting.

In the meeting minutes of JSC “Olainesaklra” the information was fixed
regarding the officials being present at the meegjin



BOARD

The board is the Issuer’s executive body thadministrates and represents the
Issuer in its daily routine work, therefore the Issier shall ensure that the board
is efficient, to be able to make decisions, to beiented to the multiplication of
the Company’s value by clearly determining its obljations and responsibilities.

3. Obligations and responsibilities of the Board.

The Issuer shall determine clear andnambiguous obligations, powers of
the Board and responsibilities of its members thusproviding successful
operation of the Board and increase of the Issuergalue.

3.1 The Board’s obligation is to manage the apen of the Issuer, including also
the responsibility for realization of the goals astchtegies set by the Issuer and the
responsibility for the reached results. Regardingntioned the board reports to
council and to the shareholders meeting. Whenllfalfi its obligations the board
shall adopt decisions taking into account the agty of Il shareholders and avoiding
the possibilities for creation of interest confiict

Pursuant to the requirements of LR Law, the decis® of the shareholders
meeting and resolutions of council the board of GSOlaines kiadra” manages the
operation of the Company and is responsible for tlmplementation of the
Company’s goals and strategies.

3.2 The power of the Board shall be determinethenBoard regulation or in the
equal document that shall be published on therieten the home page of the Issuer.
This document shall be available also in the Issugfice.

The Board regulations are developed and althoughs not published in the
Issuer's home page, it is available in the Issued§ice.

3.3 The Board is responsible also for observatibmliobinding normative
acts, for risk management, as well as for finanataivities of the Issuer.
In its operation the Board of JSC “Olainesiidra” observes the law and other
normative acts.

3.4 The Board shall perform certain tasks, iditig:

1) The evaluation and promotion of corporate stratdlgg,defined operation
plans, risk control procedures, the fulfilment ohaal budget and business
plans by ensuring the control over the fulfilmeftptans and reaching of
planned results;

2) The selection of top employees of the Issuer, dejiof their remuneration,
the control of their operation and in case of neitgs- their replacement,
according to the existing internal procedures €oample, by observing the
Issuer’s defined personnel policy, remunerationgypktc.)

3) Timely and qualitative submission of reports byswimg also the
performance of internal auditing and control obimhation disclosure.

The Board of JSC “Olainesikira” manages all operations of the Company,
including the selection of employees and fixing afork remuneration, the
controlling of fulfilment of plans, the provision bsubmission of reports .



3.5. In the annual report the Board certifies tinat internal risk control procedures
are effective and that the risk management andnakeontrol within the year have
been performed according to the said control proeed

By signing the Annual report of JSC “@ihes kidra” the Board confirms it
and bears responsibility regarding its composing.

3.6 It is advisable that the board shall submih®Issuer’'s council the decisions that
define the goals of the Issuer and the strategyefaching of such goals (participation
in other companies, acquisition or alienation adgarty, the expansion of activities
by opening representative offices or branches oexpanding the field of operation,
etc.

In 2011 the Board of JSC *“Olaines #&dra” has not dealt with issues
regarding the change of the company’s goals andagtgies.

4. Composition _of Board and requirements to bemposed to the board
members.
The composition of the Board approved by the Issueshall ensure sufficiently
critical and independent attitude during the evaludion and adoption of
decisions.
4.1 By composing the board it shall be taken imtoant that each member of board
has appropriate education and work experience lser shall form the aggregate of
the requirements to be applied to the members afdbim which the necessary skills,
education the previous work experience and otkkecson criteria have been set for
each member of board.

JSC “Olaines kdra” has not developed a special set of requirensefdr the
members of Board, however the specified requirensetite Council applies when
appointing the Board members. In 2011 the compasitiof the Board was changed
2 times.

4.2 In the Issuer's home page the following infotiora shall be provided for each
member of board: name, surname, date of birth, adrc obtained, the term for
which the member of board has been elected, higibsition, description of the
professional experience within the last three yedrs number of Issuer’s or its
daughter company shares owned, information abeupdisitions hold in other capital
companies.

The information about the member of boaisl available at the legal address of
the Issuer and although it is not published in thesuer's home page, it is available
in the issuance booklet prepared when resuming tipeotation of shares in the
Stock Exchange and it is available in the Exchangeme page and in the storage
system of the official mandatory information.

4.3 In order to perform obligations successfullg ttmembers of board shall have
access to updated and precise information aboutstheer’s activities. The Board

shall have feasibility to provide objective evalaatabout the Issuer’s operation. The
members of board shall have sufficient time fof@enance of their obligations.

The members of Board of JSC “Olainegdra” have access to all information
about the Company’s operation and they have su#id time for performance of
their obligations.



4.4 1t is not advisable to elect one and the samamber of board to the board for
more than four sequent terms. The Issuer shalluatalwhether in this way the
development of the Issuer’'s activities will be faated and whether it will be
possible to avoid the situation when in the harfdsne or several persons taking into
account their long-term working with the Issuer gtronger power is concentrated.
However if such election is tolerated it would lulvigable to consider the necessity to
change the field of activities of the Issuer forieththe respective member of board is
responsible.

JSC "Olaines #&dra" partially apply this principle of corporate
governance as two of the three Board members aeeteld and work for more than
four terms. The Issuer's business is production atloe professionals with vast
experience in their respective field are working twithe Board. Currently, the
newly elected Board members of JSC "Olainegdka" are working for the first
term.

5. Identification of interest conflicts in the opeation of the members of board.

Each member of board in his activities shall avoidny interest conflicts and they

shall be maximum independent from external conditios with desire to

undertake responsibility for adopted decisions ando observe generally accepted
ethical principles when adopting any decisions retad to the Issuer’s operation.

5.1 The obligation of each member of board is teraany, even seeming interest
conflict in their activities. By adopting decisiotise member of board shall take into
account the interests of the Issuer and shall settle co-operation proposals offered
to the Issuer for the gain of personal benefit.

When managing the Company’'s work the Board #6C “Olaines kidra”
observes the law and other normative acts.

5.2 In case of occurring of any interest conflictewen in case of its possibility the
member of board shall immediately report to othembers of board. The member of
board shall notify about any transaction or agradntieat the Issuer is planning to
conclude with a person who has close relationshiffsthe member of board, or who
is the related party of the member of board, as agekhall inform about the interest
conflicts arising during the term of validity ofmduded agreements.

The persons that have close relations thighmember of board for the purpose
of these recommendations are deemed to be: a smfude member of board,
relative or brother-in-law up to the second degedationship and sister-in-law up to
the first degree of relationship, or the persons Wwas a common house hold with the
member of board for at least one year. The perfiomisare related parties to the
member of board for the purpose of these recommiemdaare deemed to be legal
persons in which the member of board or his closelgted persons have holding
office of the member of board or council, provideddéing or hold other leading
positions that allow to define or to influence thteategy of activities of respective
legal person.

JSC “Olaines #idra” provides the observance of this principle. Theembers
of board of JSC "Olaines kdra” during their activities in 2011 there were no
interest conflicts.

5.3 It is not advisable for the members of boargddicipate in the adoption of such
decisions that could create interest conflicts.



In 2011 the members of Board of JSC “Olainesadra” have not
participated in the adoption of such decisions thatuld create interest conflicts.

COUNCIL.

Pursuant to the legal acts a councils the Issuer's supervisory institution
representing the shareholders interests in betweettie meetings, by supervising
the activities of the board in cases provided in #alaw and in the Issuer’s Articles
of Association.

6.1 Obligations and responsibilities of Council .

The goal of operation of the Issuer’s council is tact in the interest of all
shareholders by ensuring the increase of the Issuervalue. The Issuer shall
determine clear obligations of the council and resmnsibilities of its members; the
Issuer shall ensure that individual members of boat or their groups cannot
occupy the decisive role in the decision making.

6.1 The functions of the council shall be set ia tbgulations of the council or equal
document regulating the activities of the counitihall be posted over the Internet
in the Issuer's home page. This document shalvb#adble also at the Issuer’s office.

The council of JSC “Olainesikira” is performing its functions according
to the requirements stipulated in the Commercial waSC ,Olaines lkidra”
assumes that no additional regulation is necessHrat is regulating the work of the
council.

6.2 The supervision performed by the council oheractivities of the Issuer’s board

includes the supervision over the reaching of Issugpals, the corporate strategy and
risk management, the process of financial reporting proposals of board regarding
the use of the Issuer’s profit and performancehef Issuer’'s activities according to

the requirements of normative acts. Regardingsaliées mentioned above the council
should meet, discuss and provide its opinion astlemce a year by abiding the

regularity of convocation of council meetings assiprovided in the normative acts;

the results of meetings shall be reflected in tleeting minutes.

The council of JSC “Olainesikira” at 2011 annual shareholders meeting
has reported about the compliance of activitiestbé board with the requirements
of normative acts, risk management, the processimdincial reporting.

6.3 The council and each member of the council $leatesponsible and shall provide
that they have all information necessary for penfnce of their obligations that can
be obtained from the board and internal auditorsfarecessary — from the Issuer’'s
employees and external consultants. In order toigecthe information exchange the
chairman of the council shall contact the Issubodard on regular basis, including the
chairman of board, and they shall discuss all igmiractivities of the Issuer and
development strategy, business activities and ssslated to the risk management.

The Board of JSC “Olainesikira” submits to the council for review the
guarterly reports and in addition each month the enative information about the
operation of the Company.

6.4 When defining the council functions it shoukldnvisaged the obligation for each
member of council to provide explanation in casegmthey cannot participate in the
council meetings. It is advisable to disclose théormation about the council



members who has not attended more than half afdbecil meetings in the reporting
year by specifying the reasons for not participatio

JSC “Olaines kdra” has not implemented such regulations, the cauin
members are performing their duties in good faitm@ only in some cases due to
the objective reasons they do not participate ie touncil meetings.

7. Composition _of Council_and requirements to be impasd to the council
members.

The structure of the council adopted by the lager shall be transparent and
clear and shall provide the substantially criticaland independent approach to
the evaluation and adoption of decisions.

7.1 The Issuer shall demand from each member ohalpias well as from each
candidate of the member of council the electionwdfich is planned in the
shareholders meeting the following information: meansurname, date of birth,
education obtained, the term of election, desaiptf the professional experience
within the last three years, the number of Issuer's#s daughter company’s shares
owned by the respective member of board, informmatibout the positions hold in
other capital companies. The said information shalposted on the Issuer’s Internet
home page, by additionally providing the term fdrieth the member of council has
been elected, his hold position including additlgmasitions and responsibilities, if
any.

The information for the council members of JSC “1@nes kidra” is
available in the Company’s issuance prospect in tBechange home page and in
the official obligatory information storage systemas well as in additionally
provided information about the newly elected coulntiembers.

7.2 By setting the requirement to be imposed omtkeenbers of council and their
candidates regarding the number of acceptable nuaflz@lditional positions, special
attention shall be paid to the fact that the memoéicouncil shall have enough time
for successful performance of their duties andyfalperate in the interests of the
Issuer.

The council of JSC “Olaines #dra” consists of 5 members of council and the
number of the members of this council is providing successful work of the
council.

7.3. By forming the Issuer’s council it shall be taketoi account the qualification of
the council members and it shall be regularly esi@d. The composition of the
council shall be made of persons that in total hlwewledge, opinion and
experience differences that are necessary for ticeessful operation of the
council.

JSC “Olaines Widra” ensures the observation of this principle, theouncil
members have different working experience and diéfiet qualification — lawyers,
peat extraction specialist, business specialists.

7.4 Each member of council in his activities slwalmaximum independent from the
exterior conditions, having the desire to undertagsponsibility for the adopted
decisions, shall observe the generally acceptedatthrinciples when adopting any
decisions related to the Issuer’s operation.

7.5 It is impossible to draw up the list in which eonditions are specified under
which there is a threat for independence of thencbunembers or that could be used
when evaluating the adequacy of concrete perstmetstatus of independent member



of council. Therefore the Issuer when evaluatirgyitfiependence of each member of
council shall follow the independence criteria pdad in the Annex.

7.6 It is advisable that at least half of the couneembers would be independent
according to criteria of independence of counciimbers specified in the Annex. If
the number of members constitutes odd number tien independent council
members can be one less than those that do nothniacindependence criteria
provided in the Annex.

7.7 The independent person shall be deemed therp#drat meets the independence
criteria of the council member specified in the Arnlif the council member does not
meet any of independence criteria specified inAheex and the Issuer still assumes
that this council member is independent, he shédivét more detailed explanation of
his point of view regarding the allowed deviations.

7.8 The compliance of the person with the indepand criteria provided in the
Annex shall have been already evaluated when 8peotive candidate of the council
member is nominated for election in the councilclEgear in its Report the Issuer
shall disclose the information regarding the indejant council members.

These principles (7.4,7.5, 7.6, 7.7., 7.8) &okowed partially since the members
of council are nominated for election according tthe requirements of the
Commercial Law. According the Commercial Law thewwil members during the
decision adoption are independent and are respolesitor the losses incurred by
the Company.None of the 5 Council Members elected in 2011, basion the
Clause 4 of independence rates, is independent

8. lIdentification of interest conflicts in the opertion of the members of council.

The obligation of each member of council is to avdiany interest conflict in their

activities and to be maximum independent from any dernal factors. By

adopting decisions related to the Issuer’s activiéis the member of council shall
observe the generally accepted ethical principlesand shall undertake the
responsibility for the adopted decisions

8.1 The obligation of each member of council isat@rt any, even seeming interest
conflict in their activities. By adopting decisiotiee member of council shall take into
account the interests of the Issuer and shall settle co-operation proposals offered
to the Issuer for the gain of personal benefit.

The members of council carry out their activitiescording to requirements
of law and other normative acts.

8.2 In case of occurring of any interest conflictewen in case of its possibility the
member of council shall immediately report to othreembers of council. The
member of council shall notify about any transacttiw agreement that the Issuer is
planning to conclude with a person who has clotsioaships with the member of
council, or who is the related party of the memtfecouncil, as well as shall inform
about the interest conflicts arising during thenteof validity of concluded
agreements.

The persons that have close relations thghmember of council for the purpose
of these recommendations are deemed to be: a spdube member of council,
relative or brother-in-law up to the second degedationship and sister-in-law up to
the first degree of relationship, or the persons Wwas a common house hold with the
member of council for at least one year. The peydbat are related parties to the
member of council for the purpose of these recontagons are deemed to be legal



persons in which the member of council or his dipselated persons have holding
office of the member of board or council, provideddéing or hold other leading

positions that allow to define or to influence thteategy of activities of respective
legal person.

In 2011 the members of council of JSC "Olainesidra” has no conflict
situations described in this article.

8.3 The member of council that is in the eventaotdriest conflict situation cannot be
advised to participate in the adoption of decisittrad could be related to the creation
of such interest conflict.

In 2011 the council members of JSC “Olainegdra” have no interest conflicts.
INFORMATION DISCLOSURE.

The good corporate management practice for the Is&m whose shares have
been included in the market regulated by the StoclExchange means that the
information disclosed by the Issuer shall provide he notion of operational
activities of the Issuer and its financial resultslt facilitates the determination of
the justified price of financing instruments beingin public circulation, as well as
the confidence in financial and capital markets. Tk disclosure of information is
closely connected with the relations of investorshéreinafter 1A), that can be
defined as the process of formation of the Issueri®lations with its potential and
existing investors and other parties interested ithe activities of the Issuer.

9. Transparency of the Issuer’s activities.

The information published by the Issuer shall b timely and allowing the
shareholders to evaluate how the Issuer's managentes working, providing the
notion about the activities of the enterprise andts financial results, as well as
allowing to make informed decisions regarding theiowned shares.

9.1The structure of Corporate management shall be ddrso that timely and
exhaustive information regarding the essentialeéssshall be provided regarding
the Issuer, including its financial status, workuks and structure of owners.

9.2 The information to be disclosed shall be proverkcige, unambiguous and
prepared according to the high quality standards.

9.3 The Issuer should appoint a person who im#émee of the Issuer is authorized to

contact with press and other mass media thus egsthie unified dissemination of

information, avoiding the publication of false acmhtradictory information and who

in case of necessity can be reached by the Stockdfxje and by the investors.

9.4 The Issuer shall provide timely preparation disglosure of the Issuer’s financial

statements and annual reports that meet the defiegdirements. The order of

preparation of reports should be specified in titernal procedures of the Issuer.

JSC “Olaines kzdra ensures the observance of corporate managenmiriciples

indicated in articles 9.1, 9.2, 9.3, 9.4 in due #nmand order by publishing the
guarterly and annual reports as well as other impant information in the Stock
Exchange website and in the official mandatory afial information storage system.



10. Investors relations.

Considering the fact, that the Issuer's shares ar®ffered in the regulated
market, the equally important activity sphere of the Issuer is the investors
relations (hereinafter IA), their development and nanagement, a special
attention shall be paid to the fact that there shalbe equal attitude to all investors
providing them updated and sufficient information.

10.1 The main goals of IA is the provision to geeticipants of the financial market
of precise and true information related to the és'suactivities, as well as insurance
of feedback link, i.e., the receipt of referencesf existing and potential investors
and other persons. When implementing the IA prodesisall be taken into account
that the target auditorium is not formed only bgtitutional investors and financial
market analysts. More and more the accent is pundimidual investors; besides the
most importance shall be assigned to informatiothefemployees of other interested
parties, creditors and business partners.

JSC “Olaines Widra” ensures the regular submission of informatioand
reports and publication by using the Stock Exchangeme page and information
dissemination system as well as provision of docatseavailability in the official
obligatory information storage system and at thg# address of the Issuer.

10.2  The Issuer shall ensure for all investors equalcamdfortable Access to the
information related to the Issuer, including théormation regarding the Issuer’s
financial status, structure of property and propemanagement. The Issuer provides
information in a clear and easy perceptible waydisglosing both the positive and
also the negative information related to the Issthers providing the investors with
full and comprehensive information about the Issudlowing the investors to
evaluate all information before the decision making

The information provided by JSC “Olainesidra” is available and meets the
requirements of the normative acts regarding thengposing of documents.

10.3 For circulation of 1A information several; ¢cimels shall be used. The Issuer’s IA
strategy shall be formed by using the facilitiesviled by Technologies (home page
on the Internet), the relationships with mass madid by links with participants of
financial market. Considering the level of devel@mnof modern Technologies and
their availability, in IA of each modern enterprige Internets is used. This type of
media for most of investors has become the mosbitapt communication means.

10.4 The basic principles that shall be obselwethe Issuer when developing the
IA section of the home page:
1) The IA section of the Internet home page shall beegived not only as the
storage place of information or facts, but as oh¢he primary communications
means that help to inform the existing and potéshareholders.
2) For all visitors of the 1A section of the home pagjwll have possibility to
easy obtain the information publishes there. Tlarmation reflected in the home
page shall be provided in all foreign languageg tha Issuer usually uses for
dissemination of information so that the foreigmastors are not discriminated in
any way, however taking into account that the disate of information shall be
provided a least in Latvian and in English.
4) It is advisable to consider the solution that alows the existing and potential
investors and other interested persons to maiti@hink with the Issuer by using



section IA of the home page- to ask questions arrédeive response, to order the
updated information, to express the opinion, etc.

5) The information posted on the web site shaltdgpilarly updated and the news
related to the Issuer and its activities shall blelished on regular basis. It shall not
be allowed that old - out of date information isygded in the home page; that can
be misleading for its users.

6 After the development of the home page it is sablie that its creators evaluate
the section IA from the user’s point of view — winat the information of interest is

easy found, whether the published information pitesi answers to the basic
enquiries, etc.

10.5 The Issuer shall ensure that in section IAsohome page at least the following
information shall be provided:
1)General information about the Issuer — the histofyits forming and
operation, registered data, description of thelfadl activities, the main types of
activities;

2)The Issuer's Report (follow and explain) regardihg implementation of
corporate management principles;

3) The number of issued and paid financial instrumégtsdicating how many
of them are included in the regulated market;

4)Information related to the organization of shardbad meetings, the draft
decisions on the issues to be discussed, the atloggelutions — at least for the
last reporting year,;

5)The Issuer’s Articles of Association;

7) The regulations of the board, council of theuéssor other equal document
regulating their operation, as well as the Issueesuneration policy ( or
indication of the place where it can be found) ahd regulation of the
shareholders meeting process if has been adopted;

8)Information regarding the results of the Issudtsliting committee activities;
9)Information about the existing members of theués's board and council
(each separately), their professional working elepee, education, the Issuer’s
shares owned (status at the end of the year, imfttom shall be updated as
necessary, however at least once a year), positiaosther companies, as well as
the terms of powers of the members of board andabu

10) the Issuer's shareholders owning at least 5%thef Issuer's shares;
information regarding the change of shares;

11)The Issuer’s financial statements and annualrtgmrepared in accordance
with the order stipulated in the normative acts amdthe Stock Exchange
regulations;

12) Any other information that shall be disclosedtie Issuer, for example, the
information regarding material events, the pressames prepared by the Issuer,
the archivated information about the Issuer’s foiah and annual reports
regarding the previous periods, etc.

JSC “Olaines Widra” has ensured the partial application of corpae
measurement principles 10.1, 10.2, 10.3, 10.4, 1@amely, due to the lack of
financial means the Investor relations(lA) sectionf the home page is not
developed however the general information about #@mpany is provided in
the home page; other information is available atetthegal address of the Issuer,
and the information about shareholders meetings,etltorporate report, the
financial statements and other information that shde disclosed by the Issuer



are available in the Stock Exchange home page andthe official obligatory
information storage system for the year 2011 and floe previous periods.

INTERNAL CONTROL AND RISK MANAGEMENT

The purpose of the Internal control and risk maagement is to ensure the
Issuer’s efficient and successful operation, the validity ofthe provided
information and its compliance with the respective normative acts and
operational principles. The Internal control will help the Issuer to identify and to
eliminate the potential risks and drawbacks in thdssuer’s administration as well
as potential risks; it will facilitate the efficient implementation of the obligation
of the council — the supervision of the board.

11. The Issuers’ external and internal control opedition principles.

In order to provide the efficient operation of thelssuerit is necessary to
plan its regular control and to define the order ofperformance of internal and
external control (audit)

11.1 To provide successful operation the Issudf sbastantly control its activities —
including the definition of the order of internairdrol.

11.2 The goal of risk management is to provideideatification and supervision of

the Issuer’s risks concerning the commercial aotisi of the Issuer. To ensure
efficient risk management it is necessary to defime basic principles of the risk
management. It is recommended to describe the tessgotential and existing risks
related to the activities of the Issuer.

The principles of article 11.1 and 11.2 JSC “Olars kidra” observe patrtially.
When resumingthe quoting of shares in the Stock Exchange AS “Olam&idra”
has identified and defined the risks related to tbemmercial activities, the impact
of risks is evaluated in the Management report diet Annual Report of AS
“Olaines kizdra”. The order of internal control is not definedbut it is provided by
the Company’s board.

11.3 The auditor shall be provided the Accessh® ihformation necessary for
performance of his responsibilities and feasibitityattend the council and board
meetings where the financial results and otheessue discussed.

11.4 In its activities the auditor shall be indeghemt and his task is to provide to the
Issuer independent and objective auditing and dtarsty services in order to ensure
the efficiency of the Issuer’'s work and to provileport to the Issuer's management
in order to achieve the projected goals by offesggtemic approach to the evaluation
and improvement of risk management and controlgeses.

11.5 At least once a year it is recommended toop@rindependent internal audit that
would evaluate the activity of the Issuer, inclglithe compliance with the
procedures accepted by the Issuer.

11.6 By approving the auditor it is recommended tine term of power of one
auditor does not jump together with the term of pmaof the board.

JSC “Olaines lgdra” the principles of sub points 11.3, 11.4, 11.51.6 has not
applied. JSC “Olaines kKdra” does not have the internal auditor since becaAS
“Olaines kizdra” is not a big enterprise, the upkeep costs loé¢ auditor could affect



the cost efficiency of the Company. The auditingnittions are performed by the
Company’s board.

12.. THE ISSUER’s AUDITING COMMITTEE

The Auditing committee is formed with the decisionof the Issuer’s
shareholders meeting according to the requirementsf the normative acts by
defining the scope of its activity and responsibty.

12.1 The functions and responsibility of the Auditicommittee should be defined in
the regulations of the committee or in the equaldaent.

Pursuant to Chapteb4" article 11 of the Law on Financial and capital mket
JSC “Olaines lzdra” as the capital company that meets the paramgtef Chapter
1, article 33 of the Law on Financial and capital anket (the average number of
employees less than 250, the total assets do n#exk43 000 000 euros, the annual
average turnover does not exceed 50 000 000 eulms)the decision of the
shareholders meeting the obligations of the Audgitommittee are assigned to the
Company’s council, as a result there is no needdevelop the regulations of the
committee.

12.2 In order to ensure the efficient operatiorthef committee it is recommended
that the commission is constituted of at least ehmembers having sufficient
knowledge of book-keeping and preparation of tharicial reports, because one of
the main field of activities of the Auditing comneié is related to the issues related to
the Issuer’s financial reports and control.

The education, work experience of members of J&aines kizdra” council shall
ensure the observance of this principle.

12.3 All members of the Auditing commission shall haméormation regarding the
accounting methods used by the Issuer. The Boalll isifiorm the Auditing
committee about the methods that are used for atratu of important and
extraordinary transactions, for assessment of wditferent methods can be
applied, as well as to ensure that the Auditing mdahee has access to all
information provided in the normative acts.

The council of JSC “Olaines Kidra” (Auditing committee) is informed about
the Issuer’'s book-keeping accounting methods. In120the board has not
found any important and extraordinary transactiorfer evaluation of which
the different methods shall be applied and aboutigfhthe council (Auditing
committee) shall be specially informed.

12.4 The Issuer shall provide that the Auditing oattee can obtain from the Issuer’s
officials, the member of board and other employteesinformation necessary for the
provision of activities of the Auditing committeas well as the rights to perform
independent investigation, so that within the scapeits competence to detect
infringements in the Issuer’s operation.

JSC “Olaines kdra” ensures the observation of this principle. Tlugficials of
JSC “Olaines lzdra”, its members of board and employees providdfe council
the necessary information in full.



12.5 The Auditing committee adopts the resolutiomghin the scope of its
competence and reports its activities to the sloddehs meeting.

JSC “Olaines Midra” observes this principle. The Company’s coundhat
pursuant to the decision of the shareholders megtins performing also the

functions of the Auditing committee is fully indepéent in its activities. The
council reports for its activities to the shareh@rs general meeting.

REMUNERATION POLICY

13. General principles, types and criteria of remupration determination.

The remuneration policy for members oboard and council — the form of
remuneration, its structure and amount — it is oneof the fields where the
involved persons have potential risk to get into iterest conflict situation. In
order to avoid it the Issuer shall develop the remmeration policy in which the
general principles, types and criteria of the remueration to be assigned to the
members of board and council will be defined.

13.1 The Issuer shall develop the remuneratiorcpoelinere the general principles of
determination of remuneration, the possible schewfesemuneration and other
related important aspects shall be specified. Withprejudice to the lIssuer’s
,management institution responsible for determamatif remuneration of members of
board and council, its role and activities, the elegment of draft remuneration
policy shall be assigned to the Issuer's board thatng the elaboration of draft
remuneration policy is consulting with the Issuadsincil.

13.2. In order to avoid the interest conflicts amcgupervise the work of the board in
relation to the remuneration policy the Issuer é&eommended to appoint the
employee responsible for development of remunerapolicy that have sufficient
experience and knowledge in the field of deterniomabf remuneration.

13.3 If by determining the remuneration structume yariable part of remuneration is
envisaged in the remuneration policy, in which agmuneration the shares or the
share option or any other additional payments axésaged, including premiums, it
shall be linked with prior stated short-term anddderm goals and criteria of their
fulfilment. The linkage of variable part of the reneration only to the short-term
results will not foster the interest in the longatedevelopment of the Company and
in the improvement of results. The amount and strecof remuneration shall depend
upon the results of operation of the Company, theepof shares and other events
related to the Issuer.

13.4 By determining the variable part of the renratien the maximally admissible
amount of this part shall be determined, furtheeroy observing the provision about
the commensurability of this variable part with fheed amount of the remuneration,
in order in case of necessity it would be possiblevithhold the previously paid part
of remuneration.

13.5 If some of the variable part s envisaged HerIssuer’s shares, the share option
or any other rights to obtain the Issuer’s shates recommended to set the minimum
term within which they cannot be used.

13.6 In the remuneration policy the provisions kbal included stipulating that the
Issuer is entitled to demand to repay the varigide of remuneration that was
granted basing upon the criteria of performancehécalculation of which the data
turn out to be obviously wrong. The provision meng&d in this article should be
included in the employment/work contracts that tlssuer concludes with the
respective officials.



13.7. The remuneration schemes in which as reratioerthe Issuer’s shares are
provided theoretically can create losses to theeiss shareholders since due to the
newly issued shares the decreasing of the share igrpossible. Therefore before the
development and approval of any such type remuoeragcheme it is necessary to
evaluate the eventual gains or losses.

13.8 If the variable part is envisaged in the reemation scheme in which the Issuer’s
shares or share options are envisaged as remumeratshall be noted how within
the scope of remuneration scheme it is plannedigare the necessary number of the
Issuer’'s shares — whether they are planned to tanel in regulated market or buy
issuing of new shares.

13.9 When developing the remuneration policy andsaging the allotment of the
share options that are providing the rights to iobthe Issuer's shares, the Stock
Exchange regulations regarding the provision ofeslations shall be observed.
13.10 When determining the principles accordingwioich the remuneration is
granted to the members of board and council thergéprinciples shall be observed
according to which any compensation or other typpayment will be provided, if
any of such compensation is planned to be appliedl;an cases that the contracts
concluded with the said officials are terminategyfpent at the expiry of the
employment relationships). If the employment relaships are terminated due to the
inadequate working results, none payment of theraontermination payments shall
be provided.

13.11 It is recommended that for the contract gxpayment a commensurable
maximum amount of payment shall be envisaged. derothe payment is deemed to
be commensurable it should not be defined highegrttie fixed part of remuneration
within the period of two calendar years,

JSC “Olaines #&dra” does not apply the corporate governance/
management principles 13.1, 13.2, 13.3, 13.4, 1336 , 13.7, 13.8, 13.9, 13.10,
13.11, since the remuneration for the Board and ti@ouncil of JSC “Olaines
kaadra” is not envisaged and besides also other typeemuneration is no provided
as well, including the Issuer’s shares are not alsavisaged as remuneration. The
Board members of JSC "Olainesikira” are partially hired employees of the
Company. The shareholders’ meeting has not alsdirderl the pay for the Board
members.

14. NOTIFICATION OF REMUNERATION POLICY

The shareholder shall be provided with the cleat exhaustive report of the
remuneration policy being applied to the memberthefmanagement institutions of
the Issuer. The publishing of the said informatimvuld allow the existing and
potential shareholders to comprehensively evalubée Issuer's approach to the
remuneration issues, and hence once a year ther'ssasponsible institution shall
prepare and shall publish the remuneration report.

14.1 The Issuer is obliged to publish the exhaastaport on the remuneration policy
applied to the Issuer's management members — thmuReration report. The
Remuneration report can be drawn up as a sepavatengnt or it can be included as
a separate section in the Report that the Issuall gihepare according to the
provisions of article 9 of the Introduction to teesecommendations. The prepared
Remuneration report shall be posted on the Issuatssite.

14.2 The Remuneration report shall include attldesfollowing information:



1) Information regarding the application of remunematpolicy to the members of
the Issuer's board and council in the previous raia year, specifically
indicating the performed essential amendments @ Ifsuer's remuneration
policy as compared to the annual report of theiptesvyear;

2) The ratio of variable and fixed part of the applieeimuneration for the
remuneration that shall be paid to the respectegory of officials.

3) Sufficient information regarding the linking of remeration to the results of
work;

4) Information regarding the Issuer's policy in redatito the provisions of the
contracts that are concluded with the members ef Ifsuer's management
institutions ( about the terms of concluded congiadhe terms of prior
notification regarding the termination of the agneat including the payments
that shall be provided in case of termination ef éigreement);

5) Information regarding the applicable premium scheme the basic parameters
of any other granted material benefits; the jusdtiion;

6) Description of any applicable pension scheme amptare pension scheme;

7) Review of the remuneration paid to each persorménpiosition of members of
board or council in the respective year as welbter type of remuneration
received as the material benefits in the reportr,ygecluding at least the
information provided in articles 14.5, 14.6, 14f#los section;

14.3 In order to avoid the doubling of informatitre Issuer in its Remuneration

Report may not submit the information requestedub point 1 till 7 of article 14.2

of this section, if this information has alreadyebeprovided in the Issuer’s

remuneration policy. In this case the referencd blegprovided in the Remuneration
report regarding the remuneration policy and intiticaof the place where the policy
is available.

14.4 If the Issuer assumes that as the resuli®féocommendation and as a result of

publishing of information provided in article 14the commercially sensitive

information can be disclosed that could harm thategjic position of the Issuer, the

Issuer shall not disclose the said information lBntioning the respective reason.

14.5 Regarding the remuneration and/or other incdmeefollowing information

shall be revealed about each member of board amttcigo

1) The total amount of remuneration (salary) paid oe dor the performance of
obligations within the reporting year;

2) Remuneration or other privileges received from aekated company of the
Issuer. The term used in this article ,related canyj corresponds to the
explanation of term provided in article 1 of thenLan the Market of Financial
Instruments;

3) Remuneration that has been paid in a way of pdfitribution or Premium
payments; the justifications of assignment of spayment;

4) Remuneration for performed activities to implemeatlditional direct
responsibilities;

5) Compensation and other payments that are due bmwibiee received by the
member of council or board quitted in the respecteporting year;

6) The value of total material benefits that are reegias remuneration and to
which the sub points 1) till 5) of this article cext be applied.

14.6 Regarding the shares and/or share optionther temuneration schemes under
which the Issuer's shares can be obtained, thewolly information shall be
disclosed:

1) The number and provisions of use of shares or sbptiens providing the
rights to obtain the Issuer's shares, issued to nieenber of the Issuer’s
management institution in the reporting year;



2) The number of used options that are providing thssjbility to obtain the
Issuer’s shares for each indicating the numbehefdbtained shares and the
determined price of the share or the value of the pf the member of the
Issuer's management in the remuneration schemagedeto the shares at the
end of the reporting year,

3) The number of unused share options at the endeofdporting year that are
providing rights to obtain the Issuer’s shares, share price envisaged by the
contract, the execution date and the main provisadruse of the share options;

4) Information about the amendments introduced in riygorting year to the
contract provisions regarding the granted sharewgtthat are providing the
rights to obtain the Issuer’s shares (for examghle,amendments are made in
the provisions of use of options , the term of aEeptions has been changed,
etc.).

14.7 Regarding the deposits or payments into thetar pension funds scheme, the
following information shall be disclosed:
1) The amount of contribution provided by the Isswerthe benefit of the person
in the pension plan or plans and the provisionb@fension capital pay outs;
2) Regarding the provisions of participation appliedspecific person in the
pension funds, including the provisions of terntima of participation in the
respective pension plan.
14.8 The remuneration schemes according to whiehrémuneration is determined
by assigning the Issuer’s shares , share options some other way providing the
rights to obtain the Issuer's shares, shall be @ede by the decision of the
shareholders ordinary meeting. When deciding attmuaipproval of the remuneration
scheme the shareholders meeting does not decide @bapplication to a certain
concrete person.

JSC “Olaines Widra” is not applying the corporate management priptes of
articles 14.1, 14.2, 14.3, 14.4, 14.5, 14.6, 144.8, because the members of the
Company’s board and council are not receiving arglay or remuneration.

[l Annex.
CRITERIA OF INDEPENDENCE OF THE ISSUER’S BOARD MEMB ERS
The following member of the Issuer’s council shldeemed to be independent:

1) During the previous three years he has not beenmtbmber of board or

council of the Issuer's company, the company rdlate the Issuer or the

shareholder’s who is under the control of the Issared does not hold the said
office also at the period of time when he is in phesition of the member of

council. Under the ,companies related to the Issueris understood the

enterprises that are included in the consolidatezhtial report of the Issuer or in
the consolidated reports of which the Issuer ifuiohed;

2) Is not the employee of the Issuer or of the relaadpanies of the Issuer or of
the shareholders under the control of the Issuecem the cases when the
respective candidate of member of council is noteithdor election in the council

directly as the representative of the Issuer;

3) In addition to the remuneration that he receivethasmember of council he
does not receive or has not received any signifiadditional remuneration from

the Issuer or from the related companies of thaelser from the shareholder
being under control of the Issuer;



4) Neither directly nor indirectly represents the sfmalder controlled by the
Issuer,;

5) Neither at the moment of approval nor during trst {eear before the approval
of the person in the positions of the member ofncdunether directly nor
indirectly there were any significant transactiefationships with the Issuer, with
the companies related to the Issuer or with theeslwdders of the Issuer neither
directly or as a partner, shareholder or the highrhanager;

6) Within the last three years he has not been trenat controller, auditor or
the employee in the company providing external ingliservices to the Issuer, to
the company related to the Issuer or in the compéduay is a shareholder
controlled by the Issuer.

7) He is not a member of board or other managing eyeplan other company in
which the member of board of the Issuer perfornesfimctions of the member of
council and he has no other significant obligatiagainst the members of board
of the Issuer, by participating in other compansesorganizational units (the
mutually related controlling relationships);

8) He has not been the member of council of the Iskaremore than 10 (ten)
sequent years;

9) He is not a family member of any member of boarémy person for whom
the criteria specified in sub articles (1) to (8}fms Annex can be applied (for the
purpose of this article the family members are spsuparents and children).



