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1. REPORTING PERIOD

The Report covers financial year ended 31 December 2008.

2. GROUP COMPANIES AND THEIR CONTACT DETAILS

Grigiskés, AB (further the Company or the Issuer) has two subsidiaries: Baltwood, UAB with core
activities in wood processing and Grigiskiy Transporto Centras, UAB which has not been operating

since 2006.

Name

Company’s ID

Authorized capital
Address

Phone

Fax
E-mail

Internet site

Legal form

Registration date

Administrator of
the register

Issuer

Public Limited
Liability Company
Grigiskes

110012450

60.000.000 Lt

Vilniaus str. 10,
Grigiskes, Vilnius

(8~5) 243 58 01

(8~5) 243 58 02

info@grigiskes.lt

www.grigiskes.It

Public Limited
Liability Company

23 May 1991

State Enterprise
Centre of Registers

3. OFFICES AND BRANCHES

Subsidiary

Private Limited Liability
Company Baltwood

126199731
9.950.000 Lt

Vilniaus str. 10, Grigiskes,
Vilnius

(8~5) 243 59 45

(8~5) 243 58 98

info@baltwood.lt

www.baltwood.lt

Private Limited Liability
company

1 January 2004

State Enterprise Centre of
Registers

The Company has office in Latvia (since 2006)

Subsidiary

Private Limited Liability
Company Grigiskiuy Transporto
Centras

300015674
100.000 Lt

Vilniaus str. 10, Grigiskes,
Vilnius

(8~5) 243 58 01

(8~5) 243 58 02

info@gtc.It

Private Limited Liability
company

6 April 2004

State Enterprise Centre of
Registers

4. NATURE OF CORE ACTIVITIES OF THE GROUP COMPANIES

Core business activities of Grigiskes, AB are as follows: manufacturing of toiler paper, paper towels
and paper napkins, medical cellulose wadding, corrugated board, products from corrugated board,
self-coloured and painted hardboard.

Core business activities of Baltwood, UAB are as follows: wood processing, manufacturing of
container wood, granules and bonded furniture panel.

Core business activities of Grigiskiy transporto centras, UAB are as follows: trading cars. Is has not
been operating since 2006.
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5. CONTRACTS WITH INTERMEDIARIES OF PUBLIC TRADING IN SECURITIES AND
CREDIT INSTITUTIONS

The Company has signed a contract with Finasta, AB (financial brokerage company) (Konstitucijos
av. 23, Vilnius, tel. (8~5) 278 68 33, fax. (8~5) 278 68 38) on the handling of securities issued by the
Company and payment of dividend to the shareholders for 2004 — 2008 financial years.

The Company has not signed contracts with financial brokerage companies and credit institutions
for providing investment services for the Company.

6. AUTHORISED CAPITAL OF THE ISSUER
6.1. The authorized capital registered at the Register of Legal Persons

6.1. Table. Structure of the authorized capital

Interest in the
Type of shares Number of shares. Par value, LTL Total par value, LTL cotfrord) @yl O
Ordinary registered shares 60.000.000 1 60.000.000 100,00

All shares of the Issuer are fully paid up.

6.2. Information on the prospective increase of the authorized capital by converting issued debt securities or
derivative securities into shares

The issuer has not issued any debt securities or derivative securities to be converted into shares.

6.3. Rights and obligations conferred by the shares

The shareholders have the following property and non-property rights:
1) to receive a part of the Company's profit - dividend;

2) to receive the Company’s funds when the authorized capital of the Company is being
reduced with a view to paying out the Company’s funds to the shareholders;

3) to receive shares without payment if the authorized capital is increased out of the
Company funds, except in cases specified in the Law on Companies of the Republic of
Lithuania;

4) to have the pre-emption right in acquiring shares or convertible debentures issued by

the Company, except in cases when the general meeting decides to withdraw the pre-
emption right in acquiring the Company’s newly issued shares or convertible
debentures for all the shareholders in the manner prescribed by Law on Companies of
the Republic of Lithuania;

5) to lend to the Company in the manner prescribed by laws of the Republic of Lithuania;
however, when borrowing from its shareholders, the Company may not pledge its
assets to the shareholders. When the company borrows from a shareholder, the interest
may not be higher than the average interest rate offered by commercial banks of the
locality where the lender has his place of residence or business, which was in effect on
the day of conclusion of the loan agreement. In such a case the Company and
shareholders shall be prohibited from negotiating a higher interest rate;

6) to receive a part of assets of the Company in liquidation;

7) to bequeath all or a part of the shares to the ownership of the other people;

5 psl.
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8) to transfer all or part of the shares to ownership of other people;

9) to attend the general meetings of shareholders;

10) to vote at general meetings of the shareholders according to voting rights carried by
their shares (each fully paid share of the nominal value of 1 (one) litas gives its holder
one vote at the general meeting);

11) to receive information on the Company according to the procedure laid down in the
laws of the Republic of Lithuania and the Articles of Association of the Company.

12) to file a claim with the court for reparation of damage resulting from nonfeasance or
malfeasance by the Company manager and Board members of their obligations
prescribed by the Law on Companies and other laws of the Republic of Lithuania and
the Articles of Association of the Company as well as in other cases laid down by laws of
the Republic of Lithuania;

13) to authorize a person to vote on his/her behalf at the general meeting of the
shareholders;

14) to exercise other property and non-property rights provided by laws of the Republic of

Lithuania.
7. SHAREHOLDERS
7.1. Number of shareholders of the Company
On 31 December 2008 there were 2.336 shareholders of Grigiskés, AB.
7.2. Main shareholders owning in excess of 5 per cent of the authorised capital of the Issuer

7.2. Table. Shareholders owning in excess of 5 per cent of the authorised capital of the Issuer as of
31 December 2008

31 December 2008 31 December 2007
Shareholder’s name Number of Votes granted Number of Votes granted
(company’s name, type, ordinary Interest in ordinary .
headquarters address, registered the hbi’ ds:arte}f registered Inte:lelstr;n t;e hbi’ ds:arte}f
corporate ID number) shares owned | authorised eaoytie shares owned autnorse eaoyrie
P by the capital, % right of by the capital, % right of
shareholder ownership, % shareholder ownership, %
UAB ,,GINVILDOS
INVESTICIJA”
Turniskiy g. 10a-2, 28.775.979 47,96 47,96 19.128.653 47,87 47,87
Vilnius
125436533
ROSEMOUNT HOLDING
LLC
8130 S.W.Beaverton-
5.639.967 9,40 9,40 3.613.035 9,04 9,04
Hillsdale, Portland
OR97225
05195698
DAILIUS JUOZAPAS
MISEIKIS 4.672.432 7,79 7,79 2.884.402 7,22 7,22
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7.3. Shareholders holding special controlling rights

There are no shareholders holding special controlling rights.
7.4. Restrictions of the voting rights.

There are no restrictions of the voting rights.

7.5. Agreements between/among the shareholders

The Issuer is not aware of any agreements between/among the shareholders likely to result in the
restriction of securities transfer and (or) voting rights.

8. INFORMATION ON TRADING WITH ISSUER’S SECURITIES ON THE REGULATED
MARKETS

Registered ordinary shares of Grigiskés, AB are listed on the secondary lists of NASDAQ OMX
VILNIUS(ticker — GRGIL).

8.1. Key characteristics of the shares of the Company

8.1. Table. Key characteristics of the shares of the Company

ities ISI
Type of shares Securz:;: SIN Number of shares Par value, LTL Total par value, LTL
Registered ordinary shares | LT0000102030 60.000.000 1 60.000.000

The company made a capitalization issue in accordance with a decision of the General
Shareholders” Meeting of 25 April 2008. The authorized share capital was increased form 39 956 657
LTL to 60 000 000 LTL by issuing 20 043 343 ordinary shares of 1 LTL par value each.

8.2. Share trading information

8.2. Table. Share trading information in 2008 (Vilnius Stock Exchange)

Price, LTL Turnover, LTL Total turnover
Reported period | /. Min. | 12 Max. Min. Last Units LTL
session session
2008, 1Q 270 | 240 | 248 183.621 0 0 167.207 431.407
2008, 11 Q 245 | 111 | 111 45478 0 5.910 96.273 174.179
2008, 111 Q 144 | 111 | 1,14 1311782 0 1812 1.325.360 1.700.485
2008, IV Q 1,14 | 029 | 030 02459 0 6.593 884.565 378.011
2008 2,70 | 029 | 030 1311782 0 6.593 2.473.405 2.684.081

Share price and turnover 01.01.2004 - 31.12.2008
4,50 10.000.000

- 8.000.000

= 6.000.000

2,00

- 4.000.000
1,50
1,00

= 2.000.000 share
0,50 fi price LTL
0,00 4“ Dl ot fholleatdhon =) 5 0 Turnover

LTL

02.01.2004. 02.01. 2005 02.01. 2006 02.01.2007 02.01. 2008

8.2.1. Fig. Share price and turnover 1 January 2004 — 31 December 2008.
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Shares of Grigiskés, AB are included in calculations of OMX Vilnius and OMX Baltic
Benchmark (raw material market as per GCIS classification) indexes.

Baltic equity market indexes

350,00
300,00 e OMX Baltic
Benchmark GI
250,00
e OMX Vilnius
200,00
150,00 - OMX Baltic
Materials GI
100,00 -
GRGIL
50,00 —
0,00
01.01. 2004 01.01. 2005 01.01. 2006 01.01. 2007 01.01. 2008

Figure 8.2.2.. Baltic equity market indexes 01.01. 2004 - 12.31. 2008

8.3. Capitalisation of the Company’s shares
8.3. Table. Capitalisation of the Company’s shares

Last session date Capitalisation, LTL
2007-12-28 107.882.974
2008-03-31 99.092.509
2008-06-30 66.600.000
2008-09-30 68.400.000

8.4. Issuer’s share trading on other stock exchanges and requlated markets.

The Company’s shares are not traded on other stock exchanges and regulated markets.

8.5. Own shares buy out.

The Company has not bought out own shares.

8.6. Restrictions on shares transfer.

There are no restrictions on shares transfer.

8.7. Official take over bid.

Official take over bid for the Company’s shares has not been declared. The Company also has not
declared official take over bid for shares of other companies.

9. EMPLOYEES

In 2008 the Company started implementation of investment projects of advanced production
technologies and business process automation, such as equipment of paper processing line,
reorganization of water preparation section, modernization of hardboard cut line. These changes
also influenced demand for labour force. The demand for labour force to fill vacancies decreased
gradually due to economic situation and decreasing volume of production orders as well. However,
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the decrease in personnel numbers can largely be attributed to natural turnover (relocation,
retirement, etc.).

9.1. Table. Average number of listed employees of the Group

2008 2007
Number of employees 694 811

9.2. Table. Average number of listed employees of the Company

2008 2007
Number of employees 602 714

9.3. Table. Number of employees of the Group, average salary and grouping of employees by
education in 2008

Grouping of employees by education
Employees Average salary ; ; -
University College Secondary Basic Elementary
Workpeople 2.049 13 86 358 83 5
Managers 4.901 45 10 - - -
Specialists 2.886 73 18 3 - -
Total 2.384 131 114 361 83 5

9.4. Table. Number of employees of the Group, average salary and grouping of employees by
education in 2007

Grouping of employees by education
Employees Average salary ; ; ;
University College Secondary Basic Elementary
Workpeople 1.890 13 104 462 88 5
Managers 4.852 43 11 - - -
Specialists 2.601 69 21 4 - -
Total 2.273 125 136 466 88 5

9.5. Table. Number of employees of the Company, average salary and grouping of employees by
education in 2008

Grouping of employees by education
Employees Total —— -
University College Secondary Basic Elementary
Workpeople 2.093 13 84 293 75 5
Managers 4.809 44 10 - - -
Specialists 2.966 60 15 3 - -
Total 2.463 117 109 296 75 5

9.6. Table. Number of employees of the Company, average salary and grouping of employees by
education in 2007

Grouping of employees by education
Employees Total ; : -
University College Secondary Basic Elementary
Workpeople 1.934 13 102 375 80 5
Managers 4.703 41 11 - - -
Specialists 2.647 63 20 4 - -
Total 2.328 117 133 379 80 5
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10. AMENDMENTS TO THE ARTICLES OF ASSOCIATION OF THE ISSUER

The Articles of Association of the Issuer are amended in the procedure prescribed by legal acts of
the Republic of Lithuania.

11. SIGNIFICANT AGREEMENTS

The issuer has not made any significant agreements in which one of parties would be the Company
and which will be effective, will change or break if Company’s control changes.

The issuer and its managing bodies have not made any agreements which foreseen compensations
for resigned persons from managing bodies and employees or they be laid off without any reason
or their job finishes if Grigiskes AB control changes.

12. INFORMATION ON THE MANAGING BODIES OF THE ISSUER

The Company has the general meeting of shareholders, the sole-person managing body — the head
of the Company (director general)the collegial managing body — supervisory council and the
collegial managing body — the board.

The supervisory council is comprised of 5 members. The members to the supervisory council are
elected by the general meeting of shareholders for a period of 4 years. The supervisory council
elects and revokes the members of the board. The board of the Company consists of 5 members.

The board of the Company elects and revokes the head of the Company, fixes his salary, approves
his job description, awards bonuses to and imposes penalties on the head of the Company.

12.1. Members of the managing bodies

12.1. Table. Members of the supervisory council, board and administration, and their capital share
and votes

Full names Positions Capital share and votes, %
SUPERVISORY COUNCIL
Norimantas Stankevicius Chairman -
Algimantas Goberis Member -
Valdas Urbonas Member -
Romualdas Juskevicius Member -
Tautvilas Adamonis Member -
BOARD
Gintautas Pangonis Chairman 0,22
Nina Sileriené Member 0,02
Audris Vilcinskas Member -
Normantas Paliokas Member -
Vigmantas Kazukauskas Member 0,91
ADMINISTRATION

Gintautas Pangonis Director General 0,22
Nina Silerienée Director of Finance Department 0,02
Vigmantas KaZukauskas Temporary Head of Personnel Department 0,91
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12.2. Information of the Chairman of the Board, Head of Administration and Director of Finance Department

Gintautas Pangonis — Chairman of the Board, director general. Education — university degree.
Profession — multichannel telecommunication engineer. Workplaces during the last 10 years:

Employers Positions

Ministry of Communications and Information Secretary

Lietuvos Telekomas, AB (current name TEO LT, AB) Director general, chairman of the board
Lietuvos Telekomas, AB (current name TEO LT, AB) Executive vice president

Bité GSM, UAB (current name Bite Lietuva, UAB) Director general, chairman of the board
Grigiskés, AB Director general, chairman of the board

Nina Sileriené — Director of Finance Department. Education — university degree. Profession —
economist for accounting, control and analysis of economic activities. Workplaces during the last 10
years:

Employers Positions

Lietuvos Telekomas, AB (current name TEO LT, AB) Chief Finance Manager

Grigiskés, AB Director of Finance Department, member of the
board

12.3. Data on the commencement and expiration of the tenure of each managing body

The Supervisory Council of Grigiskés, AB was elected on 11 December 2007 for a 4 years” period
(ending in 2011). The Board of the Company was elected on 11 December 2007 for a 4 years’ period
(ending in 2011).

12.4. Information about payments and loans to the members of the managing bodies

12.5. Table. Information on the salaries, tantiemmes and other payments from profit paid by the
Issuer within the reported period.

Salaries Tantiemme LTL Dividends Other payments
LTL LTL LTL

Totally for all members of the
supervisory council

In average per one member of the
supervisory council

Totally for all members of the board - - - -

In average per one member of the board - - - -

Totally for all members of the

e . 417.581 - 19.828 -
administration

In av.eljage Per one member of the 139.194 _ 6.609 -
administration

The members of the Supervisory Council, Board and Administration of the Issuer, have not
received salaries, tantiemmes and other payments during reported period from profit of
companies where the share of the Issuer in the authorised capital exceeds 20 per cent.

12.5. Loans, guarantees and warranties granted to the members of the Issuer managing bodies to secure
fulfilment of their obligations

None.
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13. REVIEW OF THE ACTIVITIES OF GROUP COMPANIES

13.1 Material events in the Issuer’s activities

February The Board approved budget and investment plan for 2008 in its meeting on 14
February 2008. The Group (Grigiskés, AB and Baltwood, UAB) plans to invest 26,7
million Litas (7,7 mIn. EUR) into production, to achieve sales income of 200 million
Litas (57,9 mln. EUR) and to earn 10 million Litas (2,9 mln. EUR) profit before
taxation.

The Group achieved sales of 14,2 mIn. Litas (4,1 mIn. EUR) in January. This is 26,8
per cent more than during the same period last year, when group sales totalled 11,2
mln. Litas (3,24 mIn. EUR). The Group also earned 0,69 mln. Litas (0,2 mln. EUR)
profit before taxation.

March Management Board in its meeting on 7 March 2008 decided to call up Annual
General Meeting on 25 April 2008.

In February the Group which consists of Grigiskes, AB and subsidiary Baltwood,
UAB reached a turnover of LTL 12.73 mIn. (EUR 3.69 mlIn.) which is by 18.0 % more
than for October in 2006 when the turnover was LTL 10.79 mIn. (EUR 3.13 miIn.) and
earned a profit of LTL 0,29 mln. (EUR 0,08 mIn.). Over two months this year the
Group’s turnover outmeasured LTL 26.94 mIn. (EUR 7.80 mln.), comparing with the
same period 2006 the sales increased in 22.6 %. Over two months 2008 the Group
earned a profit of LTL 0.99 mIn. (EUR 0.29 mIn.).

April The Management Board meeting on 14 April 2008 adopted a resolution on 25 April
2008 to propose for Annual General Meeting for dividends to distribute LTL 0.05
(0.01 EUR) per ordinary registered share ant to pay in total LTL 2 mIn. (EUR 0.58
mln.) of dividends and to increase the authorised capital of the Company out of the
unappropriated profit of the Company from 39 956 657 Lt to 60 000 000 Lt and to
issue 20 043 343 ordinary registered shares of the nominal value of 1 (one) litas.

In March the Group reached a turnover of LTL 12.3 mIn. (EUR 3.56 mIn.) which is by
1.2 % more than for March in 2007 when the turnover was LTL 12.15 mln. (EUR 3.52
mln.). Over three months this year the Group’s turnover outmeasured LTL 39.24
mln. (EUR 11.36 mIn.), comparing with the same period 2007 the sales increased in
15 %. Over three months 2008 the Group earned a profit of LTL 1.04 mIn. (EUR 0.30
mlin.).

The GRIGISKES, AB general Meeting was held on 25 April 2008. Resolutions of the

meeting:

1. Stated, that the annual report for the year 2007 was heard.

2. Stated, that the Auditor’s report for the year 2007 was heard.

3. Decides to approve the Company’s financial statements for the year 2007.

4 Decides to approve the appropriation of Company’s profit (loss) for the year

2007: for dividends to distribute LTL 0.05 (0.01 EUR) per ordinary registered share
12 psl.
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June

July

and to pay in total LTL 2 000 000 (579 240 EUR) of dividends and to increase the
authorised capital of the Company by 20 043 343 LTL.

5. to increase the authorised capital of the Company out of the unappropriated
profit of the Company from 39 956 657 Lt (thirty-nine million, nine hundred and
fifty-six thousand, six hundred and fifty-seven litas) to 60 000 000 Lt (sixty million
litas) and to issue 20 043 343 (twenty million, forty-three thousand, three hundred
and forty-three) ordinary registered shares of the nominal value of 1 (one) litas.

6. To give the newly issued ordinary registered shares of the nominal value of 1
(one) litas to the shareholders for free and to distribute the shares to the shareholders
in proportion to the nominal value of the shares owed by the shareholders on the
day the General meeting adopted the decision to increase the authorised capital.

7. To amend the articles 3.1. and 4.1. of the Articles of Association of
GRIGISKES, AB and to set their new edit as follows:

1. “3.1. The authorised capital of the Company - 60 000 000 (sixty
million) litas.”

2. “4.1. The authorised capital of the Company is divided into 60 000 000
(sixty million) ordinary registered shares. The nominal value of one share — 1
(one) litas.”

8. To amend the Articles of Association of GRIGISKES, AB due to the above
decision and to authorise the Director General of GRIGISKES, AB Gintautas
Pangonis to sign the amended Articles of Association of GRIGISKES, AB.

Due to the decision of the General Meeting held on 25 04 2008 to increase the
authorized capital of the Company up to LTL 60 mlIn. the amended Articles of
Association of Grigiskés, AB were registered on May 22, 2008 with the Register of
Enterprises.

In April the Group reached a turnover of LTL 13.7 mIn. (EUR 4 mln.), which is by
30.5 % more than for April in 2007 when the turnover was LTL 10.5 mIn. (EUR 3
mln.). Over four months this year the Group’s turnover outmeasured LTL 52.9 mIn.
(EUR 15.3 mln.), comparing with the same period 2007 the sales increased in 18.6 %.
Over four months 2008 the Group earned a profit before taxes of LTL 1 mIn. (EUR 0.3
mlin.).

In May the Group reached a turnover of LTL 12.5 mIn. (EUR 3.6 miIn.), which is by
8.7 % more than for May in 2007 when the turnover was LTL 11.5 mln. (EUR 3.3
mln.). Over five months this year the Group’s turnover outmeasured LTL 65.4 mIn.
(EUR 18.9 mlIn.), comparing with the same period 2007 the sales increased in 16.6 %.
Over five months 2008 the Group earned a profit before taxes of LTL 0.7 mln. (EUR
0.2 min.).

In June the Group reached a turnover of LTL 11,7 mIn. (EUR 3,4 mlIn.), which is by
2,6 % more than for June in 2007 when the turnover was LTL 11,4 mIn. (EUR 3,3
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mln.). Over six months this year the Group’s turnover outmeasured LTL 77,1 min.
(EUR 22,3 mlIn.), comparing with the same period 2007 the sales increased by 14,2 %.

The Board meeting on 22 August 2008 discussed: Grigiskés, AB results of six months
2008, revised budget for the year 2008 and revised investment plan for the year 2008.

Over six months of this year the Group's reached a turnover of LTL 77,1 mIn. (EUR
22,3 mln.), comparing with the same period 2007 the sales increased by 14,2 %. Over
the six months of 2007 Group's turnover was LTL 67,5 mln. (EUR 19,5 mln.). The
Group loss reached LTL 132,2 thousand. (EUR 38,3 thousand.).

Comparing to the earlier plan, Group's reached lower results were caused by
adverse situation in the market, which caused lower sales results and higher prices
of the raw materials.

The Board meeting approved revised budget for year 2008. This year the Group
plans to reach turnover of LTL 160 mln. (EUR 46,3 mIn.) and earn a profit before
taxes of LTL 1,4 mIn. (EUR 0,4 miIn.).

The Board meeting approved the revised investment plan for the year 2008. This
year the Group plans to invest LTL 27,1 mIn. (EUR 7.8 mIn.).

In July the Group reached a turnover of LTL 10,0 mln. (EUR 2,9 mlIn.). Over seven
months of this year the Group’s turnover outmeasured LTL 87,1 mIn. (EUR 25,2
mln.), comparing with the same period 2007 the sales increased by 9,8 %.

In August the Group reached a turnover of LTL 11.5 mIn. (EUR 3.3 mln.). Over eight
months of this year the Group’s turnover outmeasured LTL 98.6 mIn. (EUR 28.6
mln.), comparing with the same period of 2007 year the sales increased by 6.8 %.

In September the Group reached a turnover of LTL 13.4 mIn. (EUR 3.9 mln.), which is
by 3.1 % more than for September 2007 when the turnover was LTL 13.0 mln. (EUR
3.8 mIn.). Over nine months of this year the Group’s turnover was LTL 112.0 mIn.
(EUR 32.4 mIn.), comparing with the same period 2007 the sales increased in 6.4 %.

Over nine months 2008 the Group’s loss reached LTL 2.8 mIn. (EUR 0.8 min.). Loss
was caused by higher natural gas prices and lower than expected sales results.

The Board meeting on 25 November 2008 discussed: Grigiskés, AB results of ten
months 2008 and revised budget for the year 2008.

Over ten months of this year the Group’s turnover was LTL 124.7 mln. (EUR 36.1
mln.), comparing with the same period 2007 the sales increased by 4.4 %. Group’s
loss reached LTL 3.3 mIn. (EUR 1.0 mIn.).

In October the Group reached a turnover of LTL 12.8 mIn. (EUR 3.7 mln.). Over the
same period in 2007 the Group’s turnover was LTL 14.2 mln. (EUR 4.1 mIn.).

Loss was caused by record prices of natural gas in September and October and lower
than expected sales results.
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The Board meeting approved revised budget for year 2008. This year the Group
plans to reach turnover of LTL 148 miIn. (EUR 42.9 mIn.) and to reach a loss of LTL
4.0 min. (EUR 1.2 mln.).

December  In the second half of 2008, Grigiskés, AB presented to the market new high-quality,
3-ply, particularly soft toilet paper ,grite White Orchidea”, , grite Gold Orchidea”,
and paper towels ,grite Lady Rose”, produced by new equipment. The towels are
made by using innovative embossing technology, which rises paper towels” ability to
absorb water, and makes already well-known products , grite Family”, , grite VIVO”,
,,grite Perlum” softer and more attractive to the consumers.

Today, it can be stated that new paper production and processing equipment, which
requested a huge investment, works swimmingly.

The new paper products processing line of Italian company Fabio Perini S.p.A,
which requested 11.5 mIn. LTL investment, increased our paper production potential
by 1.3 times. This equipment enables us to produce products of a new generation,
which will be more attractive to the consumers.

13.2. Newest events in the Issuer’s activities

The Board meeting on 9 January 2009 approved a budget for the year 2009. This year the Group
plans to reach a turnover of LTL 150 mIn. (EUR 43.4 mln.). Comparing with the forecasted results of
the year 2008 the sales in 2009 will increase by LTL 4 mIn. (EUR 1.2 mIn.). In 2009 the Group plans
to earn a profit before taxes of LTL 0.3 mln. (EUR 0.1 mIn.).

On 3 February 2009 Grigiskeés, AB has signed a contract with an audit company “Tezaurus auditas”,
UAB to carry out an audit of Grigiskés, AB financial statements and consolidated financial
statements for year ended on 31 December 2008.

The Board meeting on 13 February 2009 decided to establish a subsidiary company that will
produce and realize corrugated carton and products made from it.

13.3. Prospective offices and branches

The Company has office in Latvia (since 2006). In 2008 the Company has no plans to open branches
and offices in foreign countries.

13.4. Risk factors
Financial risk management

Information about financial risk management is provided in notes of audited consolidated
statements.

Economic risk factors

Fibre Hardboard production. After successful growth in construction and furniture market for
several years, 2008 showed a decrease in demand. This was influenced not only by a slow down in
local and foreign markets but also by an emergence of new production capacities in Europe. It is
hard to expect a rise in sales level in 2009 because of hardboard overproduction in 2008.
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Paper production. Fluctuation of exchange rates had a huge influence on exports of our production
in 2008. The risk of exchange rates is present in 2009 as well. Billing currency of Grigiskés, AB is
mostly Euros. The exchange rate of euro against Polish zloty (PLN) increased by almost 28 per cent
from July to December 2008. Belarus rubble lost in value against US dollar almost by 20 per cent.
This adversely impacted our sales in these markets. However, we plan to increase sales in Poland,
as well as in Belarus, but sale prices cannot be increase without losing competitiveness. The risk in
the market is also influenced by unstable prices of raw materials that have a negative impact on
product costs.

A fall in consumer purchasing power will influence sales in local and foreign markets. It is
expected that higher sale figures can be reached with economy product, with a corresponding
decrease in super premium product sales.

Fluctuation in exchange rates may induce imports of cheap products. Client insolvency may also
have a negative impact on sales of paper production.

Corrugated cardboard and related products. We expect that the price level of corrugated
cardboard and its products will fall, however, fall in raw material prices should be even deeper. We
presume that our competitors will follow low-price strategy because of inability to exploit their
production capacities.

Furthermore, there is an increased competition from Polish manufactures of corrugated cardboard
and related production (EUROBOX and DS Smith) which is a result of a fall in exchange rate of
Polish zloty.

Social risk factors
Salaries are paid in terms set in collective agreement.
Technical — technological risk factors

On purpose to improve technical production equipment Company’s equipment and buildings are
streamlined, new equipment is acquired and processes are automated. Company introduced
quality control system and now is operating under LST EN ISO 9001:2001 standard requirements.

In May 2008 the validity period of quality certificate was prolonged unit 2011 after successful
recertification. A supervisory quality management system audit will be performed in April 2009.
Compliance with the new standard LST EN ISO 9001:2008 will be tested.

Ecological risk factors

For used natural resources (water) and for environment pollution (air pollution caused by steam
shop, technological equipment and mobile pollution sources, water pollution caused by rain
outflows) Company pays taxes. Polluted water is cleaned in mechanical way. In 2008 Company
received penalty for environment pollution. In paper production workshop (Popieriaus str. 15,
Vilnius) is fitted biological cleaning complex.

13.5. Suppliers

13.5.1 Table. Countries of suppliers’ of main raw materials and materials for the Company

S Boced] 2007 2008
upplier’s country

% %
Lithuania 74 73
Sweden 3 1
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Poland 6 5
Estonia 9 8
Latvia 2 2
Finland 1 1
Austria 2 6
Other countries 3 4
TOTAL 100 100

Main suppliers of energy resources are Lithuanian companies.
13.6. Sales and markets
In 2008, Grigiskeés, AB developed its production and sales of the products in three major directions:

- Paper production: necessities for consumer market (toilet paper, paper towels, paper
napkins) and products for business (toilet paper, paper towels). Sales of paper production
rose by 31 per cent in 2008, as compared to 2007. Market share of toilet paper “Grite” was
increased from 19 to 21 per cent in the Baltic market. There was an increase in sales in
Lithuania (10 per cent), Latvia (7 per cent), Scandinavia (14 per cent). Sales rose twice in
Russia, and five times in Poland.

- Fibre hardboard. Sales of these products fell by 4 per cent compared to 2007. The fall can be
attributed to negative economic setting.

- Corrugated cardboard and related production. Sales of these product rose by 3 per cent.

13.6. Table. Grigiskés, AB sales in 2007-2008

Country 2008 2007
Sales % Sales
United Kingdom 932 1 534 0
Belarus 965 1 1.016 1
Chez Republic 2.968 2 3.271 2
Denmark 1.054 1 1.054 1
Estonia 5.223 4 7.656 6
USA 2.065 2 2.065 2
Latvia 6.791 5 8.559 6
Poland 6.094 5 14.389 11
Lithuania 90.777 68 79.129 58
The Netherlands 3.089 2 2.582 2
Norway 1.291 1 1.168 1
France 504 0 0 0
Finland 1.858 1 2.341 2
Sweden 9.407 7 10.176 8
Germany 965 1 1.016 1
Other countries 73 0 509 0
Total 134.055 100 135.465 100

13.7. Expansion and investments

The Company’s and Group’s research and decisions are targeted to potential expansion
possibilities while realizing the Company’s objectives. It includes development of production
technology, creation of new attractive products etc.

In order to ensure increase in sales of products, decrease in expenses of production as well as
improvement of the quality, in 2008 the Company invested 25,6 million Litas into manufacturing-
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technological capacity development of all three main directions of activities as well as

modernization of energy system:

- Increased capacities of paper processing. New equipment enabled to further soften
recognized brands in the market such as , grite Family”, , grite VIVO”, ,grite Perlum”, and
to increase absorption rate of paper towels ,grite Lady Rose”.

- Labour costs were decreased by 67 percent and better optimization of cutting and sorting
line was achieved after old equipment was replaced by modern automated hardboard
cutting equipment.

13.8. Financial indicators of the Company and Group

Financial ratios 2006 2007 2008
Group Company Group Company Group Company
EBITDA 18.758.511 18.039.486 19.828.555 18.180.039 12.556.603 12.312.244
EBITDA profitability 15,6% 16,4% 13,8% 13,6% 8,6% 9,1%
Gross margin 20,7% 21,1% 18,8% 18,9% 10,9% 11,2%
Operating margin 7,2% 8,3% 6,0% 6,3% -0,8% 0,1%
Net margin 4,5% 5,8% 4,5% 5,2% -3,0% -1,9%
ROE, % 8,1% 9,8% 9,4% 10,1% -6,4% -3,7%
ROA, % 4,7% 6,2% 5,1% 6,0% -3,2% -2,0%
Current ratio 0,86 1,12 0,84 1,01 0,73 0,88
Quick ratio 0,52 0,74 0,47 0,64 0,41 0,55
Cash to current liabilities 0,017 0,018 0,009 0,009 0,003 0,003
P/E 21,884 18,569 16,538 15,600 -3,592 -6,07
Earnings per share 0,13 0,16 0,16 0,17 -0,07 -0,04
Debt to equity ration 0,79 0,64 0,86 0,71 1,17 1,02
Debt to total assets ratio 0,44 0,39 0,46 0,41 0,54 0,50

13.9. Borrowings and financial lease liabilities

Information about borrowings and financial lease liabilities is presented in notes of the audited
consolidated financial statements of Grigiskés, AB for 2008.

13.10. Plans

The Board meeting on 9 January 2009 approved a budget for the year 2009. This year the Group
plans to reach a turnover of LTL 150 mIn. (EUR 43.4 mIn.) and to earn a profit before taxes of LTL
0,3 mIn. (EUR 0.1 mIn.).

The Group planned results for year 2009 were calculated in pursuance of sales maintaining on the
level of year 2008. Prices of raw material were forecasted according to the recent price trends. Also
we believe, that price of the natural gas which has a significant impact on the Group’s results will
not exceed the price level what was reached in autumn 2008.According to that we believe that plan
for year 2009 and planned results adopted by the Grigiskés AB Board meeting are real and
achievable.

13.11. Patents, licenses and research

The Company and the Group have no patents and licenses.

13.12. Environment protection

Emission rights in 2008:
Group/Company Quantity
Balance at 31 December 2007 673
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Emission rights allocated 53.356
Emission rights used (45.973)
Sale of emission right (20.000)
Balance at 31 December 2008 (12.617)

More information about environment protection is provided under ecological risk factors.

14. RELATED PARTY TRANSACTIONS

All transactions with related persons were carried out at market prices.

Baltwood, UAB - subsidiary of Grigiskes, AB
Ginvildos Investicija, UAB — major shareholders of Grigiskés, AB.

Didma, UAB and Remada, UAB - companies related to the managing officers of the group.
Grigiskiy Transporto Centras, UAB — subsidiary of the group not subject to consolidation.

14.1. Table. Group’s transactions with related persons during the year 2008. Balances of amounts
receivable/payable in relation thereto on 31 December 2008 (LTL)

Sales of goods and Acquisition of Receivable from Amounts payable to
services goods and services related persons related persons
Ginvildos Investicija, UAB 2.632 146.000 11.037
Didma, UAB 410.813 532.624 157.133
Remada, UAB 8.688 4.189
Naras, UAB 68.238 13.305 9.656
Total 490.371 691.929 170.978 11.037

14.2. Table. Group’s transactions with related persons during the year 2007. Balances of amounts
receivable/payable in relation thereto on 31 December 2007 (LTL)

Sales of goods and
services

Acquisition of
goods and services

Receivable from
related persons

Amounts payable to
related persons

Ginvildos Investicija, UAB 500 465.750 31.098 -
Didma, UAB 21.671 637.842 - 37.143
Remada, UAB 5.825 - 579 -
Total 27.996 1.103.592 31.677 37.143
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14.3. Table. GrigiSkés, AB transactions with related persons during the year 2008. Balances of

amounts receivable/payable in relation thereto on 31 December 2008 (LTL)

Sales of goods and Acquisition of Receivable from Amounts payable to
services goods and services related persons related persons

UAB ,Baltwood” 2.986.899 1.803.399 4.056.200

UAB ,,Ginvildos investicija” 2.632 146.000 11.037

UAB ,,Didma” 125.584 505.602 23.481

UAB ,Remada” 8.688 4.189

UAB ,Naras” 68.238 13.305 9.656

Total 3.192.041 2.468.306 4.093.526 11.037

14.4. Table. Grigiskés, AB transactions with related persons during the year 2007. Balances of amounts

receivable/payable in relation thereto on 31 December 2007 (LTL)

Sales of goods and Acquisition of Receivable from Amounts payable to
services goods and services related persons related persons
Baltwood, UAB 6.180.473 1.583.585 3.916.346 -
Ginvildos Investicija, UAB 500 465.750 31.098 -
Didma, UAB 21.671 637.842 - 37.143
Remada, UAB 5.825 - 579 -
Total 6.208.469 2.687.177 3.948.023 37.143

15. COURT AND ARBITRATION PROCEEDINGS

The Group and the Company were not involved in any legal or arbitrage proceedings that could have material
impact on financial statements.

16. DISCLOSURE FORM CONCERNING THE COMPLIANCE WITH THE GOVERNANCE
CODE FOR THE COMPANIES LISTED ON THE REGULATED MARKET

The public company Grigiskeés, following Article 21 paragraph 3 of the Law on Securities of the Republic of Lithuania and item 20.5 of
the Trading Rules of the Vilnius Stock Exchange, discloses its compliance with the Governance Code, approved by the VSE for the
companies listed on the regulated market, and its specific provisions. In the event of non-compliance with the Code or with certain
provisions thereof, it must be specified which provisions are not complied with and the reasons of non-compliance.

YES/NO/NOT

PRINCIPLES/ RECOMMENDATIONS APPLICABLE

COMMENTARY

Principle I: Basic Provisions

The overriding objective of a company should be to operate in common interests of all the shareholders by optimizing over time shareholder
value.

The Company fully complies with this recommendation.
Plans and forecasted results of the Company are published
on an annual basis.

1.1. A company should adopt and make public the company’s | Yes
development strategy and objectives by clearly declaring how the
company intends to meet the interests of its shareholders and
optimize shareholder value.

All supreme managing bodies of the Company are focused
on the implementation of the main objectives and tasks of
the Company.

1.2. All management bodies of a company should act in | Yes
furtherance of the declared strategic objectives in view of the
need to optimize shareholder value.
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1.3. A company’s supervisory and management bodies should act | Yes The one-person managing body — the head of the Company,

in close co-operation in order to attain maximum benefit for the the collegial managing body — the management board and

company and its shareholders. the supervisory body — the council of observers
(supervisory board) cooperate in view of seeking the best
benefit for the Company and its shareholders.

1.4. A company’s supervisory and management bodies should | Yes The Company fully complies with these recommendations.

ensure that the rights and interests of persons other than the
company’s shareholders (e.g. employees, creditors, suppliers,
clients, local community), participating in or connected with the
company’s operation, are duly respected.

Principle II: The corporate governance framework

The corporate governance framework should ensure the strategic guidance of the company, the effective oversight of the company’s
management bodies, an appropriate balance and distribution of functions between the company’s bodies, protection of the shareholders’

interests.

2.1. Besides obligatory bodies provided for in the Law on
Companies of the Republic of Lithuania — a general shareholders’
meeting and the chief executive officer, it is recommended that a
company should set up both a collegial supervisory body and a
collegial management body. The setting up of collegial bodies for
supervision and management facilitates clear separation of
management and supervisory functions in the company,
accountability and control on the part of the chief executive
officer, which, in its turn, facilitate a more efficient and
transparent management process.

The Company fully complies with this recommendation, as
its bodies consist of the single-person managing body (the
head of the Company), the collegial managing body (the
management board) and the supervisory body (the council
of observers).

2.2. A collegial management body is responsible for the strategic
management of the company and performs other key functions of
corporate governance. A collegial supervisory body is responsible
for the effective supervision of the company’s management
bodies.

The management board is responsible for strategic
management of the Company and parries out other essential
managerial functions in the Company. The council of
observers (supervisory board) is responsible for the efficient
supervision of the managing bodies of the Company.

2.3. Where a company chooses to form only one collegial body, it
is recommended that it should be a supervisory body, i.e. the
supervisory board. In such a case, the supervisory board is
responsible for the effective monitoring of the functions
performed by the company’s chief executive officer.

Not applicable

Both the council of observers (supervisory board) and the
management board are formed in the Company.

2.4. The collegial supervisory body to be elected by the general
shareholders’ meeting should be set up and should act in the
manner defined in Principles III and IV. Where a company should
decide not to set up a collegial supervisory body but rather a
collegial management body, i.e. the board, Principles Il and IV
should apply to the board as long as that does not contradict the
essence and purpose of this body.

The collegial supervisory body, as elected by the general
meeting of shareholders, is formed and operates in the
procedure laid down in guidelines III and IV; guidelines III
and IV also apply to the management board, insofar this
does not contradict the essence and purpose of the
mentioned body.

2.5. Company’s management and supervisory bodies should
comprise such number of board (executive directors) and
supervisory (non-executive directors) board members that no
individual or small group of individuals can dominate decision-
making on the part of these bodies.

The management board of the Company consists of 5
members. The council of observers (supervisory board) also
consists of 5 members. This is set forth in the Articles of
Association of the Company. The Articles of Association
shall be approved by the supreme managing body of the
Company, i.e., the general meeting of shareholders.

2.6. Non-executive directors or members of the supervisory board
should be appointed for specified terms subject to individual re-
election, at maximum intervals provided for in the Lithuanian
legislation with a view to ensuring necessary development of
professional experience and sufficiently frequent reconfirmation
of their status. A possibility to remove them should also be
stipulated however this procedure should not be easier than the
removal procedure for an executive director or a member of the
management board.

In accordance with the Articles of Association of AB
Grigiskes, the council of observers shall be elected by the
general meeting of shareholders for the maximum period of
4 years. This is the maximum period permitted by the
legislation of the Republic of Lithuania. The general
meeting of shareholders is entitled to revoke all or
individual members of the council of observers before
expiration of their tenure.
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2.7. Chairman of the collegial body elected by the general | Yes The chairperson of the council of observers, as formed in
shareholders’ meeting may be a person whose current or past the Company, has not been the head of the Company.

office constitutes no obstacle to conduct independent and
impartial supervision. Where a company should decide not to set
up a supervisory board but rather the board, it is recommended
that the chairman of the board and chief executive officer of the
company should be a different person. Former company’s chief
executive officer should not be immediately nominated as the
chairman of the collegial body elected by the general
shareholders” meeting. When a company chooses to departure
from these recommendations, it should furnish information on the
measures it has taken to ensure impartiality of the supervision.
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Principle III: The order of the formation of a collegial body to be elected by a general shareholders’ meeting

The order of the formation a collegial body to be elected by a general shareholders’ meeting should ensure representation of minority
shareholders, accountability of this body to the shareholders and objective monitoring of the company’s operation and its management

bodies.

3.1. The mechanism of the formation of a collegial body to be
elected by a general shareholders’ meeting (hereinafter in this
Principle referred to as the ‘collegial body’) should ensure
objective and fair monitoring of the company’s management
bodies as well as representation of minority shareholders.

The collegial body elected by the general meeting of
shareholders is elected in compliance with the procedure
prescribed by the legislation of the Republic of Lithuania
and does not contradict it. Concurrently, the interests of
small shareholders, disinterested and unbiased supervision
of the managing bodies are ensured.

3.2. Names and surnames of the candidates to become members
of a collegial body, information about their education,
qualification, professional background, positions taken and
potential conflicts of interest should be disclosed early enough
before the general shareholders’ meeting so that the shareholders
would have sufficient time to make an informed voting decision.
All factors affecting the candidate’s independence, the sample list
of which is set out in Recommendation 3.7, should be also
disclosed. The collegial body should also be informed on any
subsequent changes in the provided information. The collegial
body should, on yearly basis, collect data provided in this item on
its members and disclose this in the company’s annual report.

Latest 10 days before the general meeting of shareholders
the Company shall publish proposed draft resolutions.
Where the election of the members to the collegial body is
included in the agenda of the meeting, the Company shall
disclose the foremost information about the nominees to the
members.

Information about the members of the council of observers
and the management board is disclosed by the Company in
its periodical reports.

Accordingly, there is enough time for the shareholders to
decide on which nominee they will vote.

3.3. Should a person be nominated for members of a collegial
body, such nomination should be followed by the disclosure of
information on candidate’s particular competences relevant to
his/her service on the collegial body. In order shareholders and
investors are able to ascertain whether member’s competence is
further relevant, the collegial body should, in its annual report,
disclose the information on its composition and particular
competences of individual members which are relevant to their
service on the collegial body.

The Company complies with the provisions laid down in
this recommendation: before a member is appointed to the
council of observers, the proposed candidate is announced
and his/her suitability to hold this position is presented for
the shareholders present at the nominating meeting. The
shareholders are free to ask questions.

Every shareholder votes to express his/her opinion as to
whether or not he/she is satisfied with the competence of
the nominated member to the council of observers.

Information about the members to the council of observers
is disclosed by the Company in its periodical reports.

3.4. In order to maintain a proper balance in terms of the current
qualifications possessed by its members, the collegial body should
determine its desired composition with regard to the company’s
structure and activities, and have this periodically evaluated. The
collegial body should ensure that it is composed of members who,
as a whole, have the required diversity of knowledge, judgment
and experience to complete their tasks properly. The members of
the audit committee, collectively, should have a recent knowledge
and relevant experience in the fields of finance, accounting and/or
audit for the stock exchange listed companies.

The members to the collegial body of the Company, as
formed by the general meeting of shareholders, are elected
taking into consideration the structure and types of
activities of the Company; the members have versatile
knowledge, opinions and experience necessary for the
proper performance of their tasks.

3.5. All new members of the collegial body should be offered a
tailored program focused on introducing a member with his/her
duties, corporate organization and activities. The collegial body
should conduct an annual review to identify fields where its
members need to update their skills and knowledge.

Yes

New members elected to the collegial bodies of the
Company are made familiar with the Company, its
organization, activity specifics, etc.
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3.6. In order to ensure that all material conflicts of interest related | No Independency of the members of the council of observers
with a member of the collegial body are resolved properly, the has not been evaluated in the Company so far; the
collegial body should comprise a sufficient number of Company has not discussed the contents of the concept of
independent members. “sufficiency” of independent members.

3.7. A member of the collegial body should be considered to be | Yes According to the criteria laid down in paragraph 3.7, there
independent only if he is free of any business, family or other is an independent member in the council of observers of the
relationship with the company, its controlling shareholder or the Company.

management of either, that creates a conflict of interest such as to
impair his judgment. Since all cases when member of the collegial
body is likely to become dependant are impossible to list,
moreover, relationships and circumstances associated with the
determination of independence may vary amongst companies and
the best practices of solving this problem are yet to evolve in the
course of time, assessment of independence of a member of the
collegial body should be based on the contents of the relationship
and circumstances rather than their form. The key criteria for
identifying whether a member of the collegial body can be
considered to be independent are the following:

1) He/she is not an executive director or member of the
board (if a collegial body elected by the general
shareholders’ meeting is the supervisory board) of the
company or any associated company and has not been
such during the last five years;

2) He/she is not an employee of the company or some any
company and has not been such during the last three
years, except for cases when a member of the collegial
body does not belong to the senior management and
was elected to the collegial body as a representative of
the employees;

3) He/she is not receiving or has been not receiving
significant additional remuneration from the company
or associated company other than remuneration for the
office in the collegial body. Such additional
remuneration includes participation in share options or
some other performance based pay systems; it does not
include compensation payments for the previous office
in the company (provided that such payment is no way
related with later position) as per pension plans
(inclusive of deferred compensations);

4) He/she is not a controlling shareholder or representative
of such shareholder (control as defined in the Council
Directive 83/349/EEC Atrticle 1 Part 1);

5) He/she does not have and did not have any material
business relations with the company or associated
company within the past year directly or as a partner,
shareholder, director or superior employee of the
subject having such relationship. A subject is
considered to have business relations when it is a
major supplier or service provider (inclusive of
financial, legal, counseling and consulting services),
major client or organization receiving significant
payments from the company or its group;

6) He/she is not and has not been, during the last three
years, partner or employee of the current or former
external audit company of the company or associated
company;

7) He/she is not an executive director or member of the
board in some other company where executive director
of the company or member of the board (if a collegial
body elected by the general shareholders’ meeting is
the supervisory board) is non-executive director or
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member of the supervisory board, he/she may not also
have any other material relationships with executive
directors of the company that arise from their
participation in activities of other companies or
bodies;

8) He/she has not been in the position of a member of the
collegial body for over than 12 years;

9) He/she is not a close relative to an executive director or
member of the board (if a collegial body elected by the
general shareholders’ meeting is the supervisory
board) or to any person listed in above items 1 to 8.
Close relative is considered to be a spouse (common-
law spouse), children and parents.

3.8. The determination of what constitutes independence is
fundamentally an issue for the collegial body itself to determine.
The collegial body may decide that, despite a particular member
meets all the criteria of independence laid down in this Code, he
cannot be considered independent due to special personal or
company-related circumstances.

The Company has not defined the concept of independency.

3.9. Necessary information on conclusions the collegial body has
come to in its determination of whether a particular member of
the body should be considered to be independent should be
disclosed. When a person is nominated to become a member of
the collegial body, the company should disclose whether it
considers the person to be independent. When a particular
member of the collegial body does not meet one or more criteria
of independence set out in this Code, the company should
disclose its reasons for nevertheless considering the member to be
independent. In addition, the company should annually disclose
which members of the collegial body it considers to be
independent.

No

The Company has not applied so far the practice of
evaluation and announcement of independency of the
members of the council of observers.

3.10. When one or more criteria of independence set out in this
Code has not been met throughout the year, the company should
disclose its reasons for considering a particular member of the
collegial body to be independent. To ensure accuracy of the
information disclosed in relation with the independence of the
members of the collegial body, the company should require
independent members to have their independence periodically re-
confirmed.

No

The Company has not applied so far the practice of
evaluation and announcement of independency of the
members of the council of observers.

3.11. In order to remunerate members of a collegial body for their
work and participation in the meetings of the collegial body, they
may be remunerated from the company’s funds. The general
shareholders’ meeting should approve the amount of such
remuneration.

Members of the collegial bodies are not remunerated for
their work from the funds of the Company.
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[5d Griciskes:

Principle I'V: The duties and liabilities of a collegial body elected by the general shareholders’ meeting

The corporate governance framework should ensure proper and effective functioning of the collegial body elected by the general
shareholders’ meeting, and the powers granted to the collegial body should ensure effective monitoring of the company’s management bodies

and protection of interests of all the company’s shareholders.

4.1. The collegial body elected by the general shareholders’
meeting (hereinafter in this Principle referred to as the ‘collegial
body’) should ensure integrity and transparency of the
company’s financial statements and the control system. The
collegial body should issue recommendations to the company’s
management bodies and monitor and control the company’s
management performance.

The council of observers regularly makes recommendations to
the managing bodies of the Company and monitors their
activities.

4.2. Members of the collegial body should act in good faith, with
care and responsibility for the benefit and in the interests of the
company and its shareholders with due regard to the interests of
employees and public welfare. Independent members of the
collegial body should (a) under all circumstances maintain
independence of their analysis, decision-making and actions (b)
do not seek and accept any unjustified privileges that might
compromise their independence, and (c) clearly express their
objections should a member consider that decision of the
collegial body is against the interests of the company. Should a
collegial body have passed decisions independent member has
serious doubts about, the member should make adequate
conclusions. Should an independent member resign from his
office, he should explain the reasons in a letter addressed to the
collegial body or audit committee and, if necessary, respective
company-not-pertaining body (institution).

To the best knowledge of the Company, all members of the
council of observers act in a good will in respect of the
Company, comply with the interests of the Company (not
those of third parties) and take efforts to maintain
independency in decision making.

4.3. Each member should devote sufficient time and attention to
perform his duties as a member of the collegial body. Each
member of the collegial body should limit other professional
obligations of his (in particular any directorships held in other
companies) in such a manner they do not interfere with proper
performance of duties of a member of the collegial body. In the
event a member of the collegial body should be present in less
than a half of the meetings of the collegial body throughout the
financial year of the company, shareholders of the company
should be notified.

Members of the collegial body properly perform the functions
delegated to them: actively participate at the sitting of the
collegial body and devote sufficient time for the performance
of their duties as the members of the collegial body.

4.4. Where decisions of a collegial body may have a different
effect on the company’s shareholders, the collegial body should
treat all shareholders impartially and fairly. It should ensure that
shareholders are properly informed on the company’s affairs,
strategies, risk management and resolution of conflicts of
interest. The company should have a clearly established role of
members of the collegial body when communicating with and
committing to shareholders.

The collegial body treat all shareholders in a fair and unbiased
manner. There have been no conflicts of interests so far.
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4.5. It is recommended that transactions (except insignificant | Yes In accordance with the Articles of Association, transactions of
ones due to their low value or concluded when carrying out the Company shall be considered and approved by the
routine operations in the company under usual conditions), management board.

concluded between the company and its shareholders, members
of the supervisory or managing bodies or other natural or legal
persons that exert or may exert influence on the company’s
management should be subject to approval of the collegial body.
The decision concerning approval of such transactions should be
deemed adopted only provided the majority of the independent
members of the collegial body voted for such a decision.

e decisions to invest, transfer or lease the tangible
long-term assets the book value whereof exceeds 1/20 of the
statutory capital of the company (calculated individually for
every tape of transaction);

e decisions to pledge or mortgage the tangible long-
term assets the book value whereof exceeds 1/20 of the
statutory capital of the company (calculated for the total
amount of transactions);

e decisions to offer surety or guarantee for the
discharge of obligations of third parties the amount whereof
exceeds 1/20 of the statutory capital of the company;

e decisions to acquire the tangible long-term assets the
price whereof exceeds 1/20 of the statutory capital of the

company;
4.6. The collegial body should be independent in passing | Yes The collegial body is independent in making decision
decisions that are significant for the company’s operations and important for the activities and strategy of the Company.
strategy. Taken separately, the collegial body should be Also, there are no restrictions for the collegial body to receive
independent of the company’s management bodies. Members of information of the Company’s employees.
the collegial body should act and pass decisions without an
outside influence from the persons who have elected it.
Companies should ensure that the collegial body and its
committees are provided with sufficient administrative and
financial resources to discharge their duties, including the right
to obtain, in particular from employees of the company, all the
necessary information or to seek independent legal, accounting
or any other advice on issues pertaining to the competence of the
collegial body and its committees.
4.7. Activities of the collegial body should be organized in a | No No committees have been formed in the Company so far.
manner that independent members of the collegial body could Conflicts of interests in the fields relating to appointment of
have major influence in relevant areas where chances of directors of the Company, establishment of salary to the
occurrence of conflicts of interest are very high. Such areas to be directors of the Company as well as audit control and
considered as highly relevant are issues of nomination of evaluation of the Company have been avoided so far.

company’s directors, determination of directors’ remuneration
and control and assessment of company’s audit. Therefore when
the mentioned issues are attributable to the competence of the
collegial body, it is recommended that the collegial body should
establish nomination, remuneration, and audit committees.
Companies should ensure that the functions attributable to the
nomination, remuneration, and audit committees are carried out.
However they may decide to merge these functions and set up
less than three committees. In such case a company should
explain in detail reasons behind the selection of alternative
approach and how the selected approach complies with the
objectives set forth for the three different committees. Should the
collegial body of the company comprise small number of
members, the functions assigned to the three committees may be
performed by the collegial body itself, provided that it meets
composition requirements advocated for the committees and that
adequate information is provided in this respect. In such case
provisions of this Code relating to the committees of the
collegial body (in particular with respect to their role, operation,
and transparency) should apply, where relevant, to the collegial
body as a whole.
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4.8. The key objective of the committees is to increase efficiency | No No committees have been formed in the Company so far.
of the activities of the collegial body by ensuring that decisions
are based on due consideration, and to help organize its work
with a view to ensuring that the decisions it takes are free of
material conflicts of interest. Committees should present the
collegial body with recommendations concerning the decisions
of the collegial body. Nevertheless the final decision shall be
adopted by the collegial body. The recommendation on creation
of committees is not intended, in principle, to constrict the
competence of the collegial body or to remove the matters
considered from the purview of the collegial body itself, which
remains fully responsible for the decisions taken in its field of
competence.

4.9. Committees established by the collegial body should | No No committees have been formed in the Company so far.
normally be composed of at least three members. In companies
with small number of members of the collegial body, they could
exceptionally be composed of two members. Majority of the
members of each committee should be constituted from
independent members of the collegial body. In cases when the
company chooses not to set up a supervisory board,
remuneration and audit committees should be entirely comprised
of non-executive directors. Chairmanship and membership of the
committees should be decided with due regard to the need to
ensure that committee membership is refreshed and that undue
reliance is not placed on particular individuals.

4.10. Authority of each of the committees should be determined | No No committees have been formed in the Company so far.
by the collegial body. Committees should perform their duties in
line with authority delegated to them and inform the collegial
body on their activities and performance on regular basis.
Authority of every committee stipulating the role and rights and
duties of the committee should be made public at least once a
year (as part of the information disclosed by the company
annually on its corporate governance structures and practices).
Companies should also make public annually a statement by
existing committees on their composition, number of meetings
and attendance over the year, and their main activities. Audit
committee should confirm that it is satisfied with the
independence of the audit process and describe briefly the
actions it has taken to reach this conclusion.

4.11. In order to ensure independence and impartiality of the | No No committees have been formed in the Company so far.
committees, members of the collegial body that are not members
of the committee should commonly have a right to participate in
the meetings of the committee only if invited by the committee.
A committee may invite or demand participation in the meeting
of particular officers or experts. Chairman of each of the
committees should have a possibility to maintain direct
communication with the shareholders. Events when such are to
be performed should be specified in the regulations for
committee activities.
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4.12. Nomination Committee. No No nomination committee have been formed in the Company

so far..
4.12.1. Key functions of the nomination committee should be the

following:

« Identify and recommend, for the approval of the collegial body,
candidates to fill board vacancies. The nomination committee
should evaluate the balance of skills, knowledge and experience
on the management body, prepare a description of the roles and
capabilities required to assume a particular office, and assess the
time commitment expected. Nomination committee can also
consider candidates to members of the collegial body delegated
by the shareholders of the company;

» Assess on regular basis the structure, size, composition and
performance of the supervisory and management bodies, and
make recommendations to the collegial body regarding the
means of achieving necessary changes;

* Assess on regular basis the skills, knowledge and experience of
individual directors and report on this to the collegial body;

* Properly consider issues related to succession planning;

* Review the policy of the management bodies for selection and
appointment of senior management.

4.12.2. Nomination committee should consider proposals by
other parties, including management and shareholders. When
dealing with issues related to executive directors or members of
the board (if a collegial body elected by the general shareholders’
meeting is the supervisory board) and senior management, chief
executive officer of the company should be consulted by, and
entitled to submit proposals to the nomination committee.

4.13. Remuneration Committee. No No remuneration committee have been formed in the

. . . Company so far..
4.13.1. Key functions of the remuneration committee should be

the following:

» Make proposals, for the approval of the collegial body, on the
remuneration policy for members of management bodies and
executive directors. Such policy should address all forms of
compensation, including the fixed remuneration, performance-
based remuneration schemes, pension arrangements, and
termination payments. Proposals considering performance-based
remuneration  schemes should be accompanied with
recommendations on the related objectives and evaluation
criteria, with a view to properly aligning the pay of executive
director and members of the management bodies with the long-
term interests of the shareholders and the objectives set by the
collegial body;

* Make proposals to the collegial body on the individual
remuneration for executive directors and member of
management bodies in order their remunerations are consistent
with company’s remuneration policy and the evaluation of the
performance of these persons concerned. In doing so, the
committee should be properly informed on the total
compensation obtained by executive directors and members of
the management bodies from the affiliated companies;

* Make proposals to the collegial body on suitable forms of
contracts for executive directors and members of the
management bodies;

e Assist the collegial body in overseeing how the company
complies with applicable provisions regarding the remuneration-
related information disclosure (in particular the remuneration
policy applied and individual remuneration of directors);

* Make general recommendations to the executive directors and
members of the management bodies on the level and structure of
remuneration for senior management (as defined by the collegial
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body) with regard to the respective information provided by the
executive directors and members of the management bodies.

4.13.2. With respect to stock options and other share-based
incentives which may be granted to directors or other employees,
the committee should:

» Consider general policy regarding the granting of the above
mentioned schemes, in particular stock options, and make any
related proposals to the collegial body;

» Examine the related information that is given in the company’s
annual report and documents intended for the use during the
shareholders meeting;

* Make proposals to the collegial body regarding the choice
between granting options to subscribe shares or granting options
to purchase shares, specifying the reasons for its choice as well
as the consequences that this choice has.

4.13.3. Upon resolution of the issues attributable to the
competence of the remuneration committee, the committee
should at least address the chairman of the collegial body and/or
chief executive officer of the company for their opinion on the
remuneration of other executive directors or members of the
management bodies.

4.14. Audit Committee. No No audit committee have been formed in the Company so far.

4.14.1. Key functions of the audit committee should be the
following:

 Observe the integrity of the financial information provided by
the company, in particular by reviewing the relevance and
consistency of the accounting methods used by the company and
its group (including the criteria for the consolidation of the
accounts of companies in the group);

« At least once a year review the systems of internal control and
risk management to ensure that the key risks (inclusive of the
risks in relation with compliance with existing laws and
regulations) are properly identified, managed and reflected in the
information provided;

* Ensure the efficiency of the internal audit function, among
other things, by making recommendations on the selection,
appointment, reappointment and removal of the head of the
internal audit department and on the budget of the department,
and by monitoring the responsiveness of the management to its
findings and recommendations. Should there be no internal audit
authority in the company, the need for one should be reviewed at
least annually;

¢ Make recommendations to the collegial body related with
selection, appointment, reappointment and removal of the
external auditor (to be done by the general shareholders’
meeting) and with the terms and conditions of his engagement.
The committee should investigate situations that lead to a
resignation of the audit company or auditor and make
recommendations on required actions in such situations;

* Monitor independence and impartiality of the external auditor,
in particular by reviewing the audit company’s compliance with
applicable guidance relating to the rotation of audit partners, the
level of fees paid by the company, and similar issues. In order to
prevent occurrence of material conflicts of interest, the
committee, based on the auditor’s disclosed inter alia data on all
remunerations paid by the company to the auditor and network,
should at all times monitor nature and extent of the non-audit
services. Having regard to the principals and guidelines
established in the 16 May 2002 Commission Recommendation
2002/590/EC, the committee should determine and apply a
formal policy establishing types of non-audit services that are (a)
excluded, (b) permissible only after review by the committee,
and (c) permissible without referral to the committee;

e Review efficiency of the external audit process and
responsiveness of management to recommendations made in the
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external auditor’s management letter.

4.14.2. All members of the committee should be furnished with
complete information on particulars of accounting, financial and
other operations of the company. Company’s management
should inform the audit committee of the methods used to
account for significant and unusual transactions where the
accounting treatment may be open to different approaches. In
such case a special consideration should be given to company’s
operations in offshore centers and/or activities carried out
through special purpose vehicles (organizations) and justification
of such operations.

4.14.3. The audit committee should decide whether participation
of the chairman of the collegial body, chief executive officer of
the company, chief financial officer (or superior employees in
charge of finances, treasury and accounting), or internal and
external auditors in the meetings of the committee is required (if
required, when). The committee should be entitled, when
needed, to meet with any relevant person without executive
directors and members of the management bodies present.

4.14.4. Internal and external auditors should be secured with not
only effective working relationship with management, but also
with free access to the collegial body. For this purpose the audit
committee should act as the principal contact person for the
internal and external auditors.

4.14.5. The audit committee should be informed of the internal
auditor’s work program, and should be furnished with internal
audit’s reports or periodic summaries. The audit committee
should also be informed of the work program of the external
auditor and should be furnished with report disclosing all
relationships between the independent auditor and the company
and its group. The committee should be timely furnished
information on all issues arising from the audit.

4.14.6. The audit committee should examine whether the
company is following applicable provisions regarding the
possibility for employees to report alleged significant
irregularities in the company, by way of complaints or through
anonymous submissions (normally to an independent member of
the collegial body), and should ensure that there is a procedure
established for proportionate and independent investigation of
these issues and for appropriate follow-up action.

4.14.7. The audit committee should report on its activities to the
collegial body at least once in every six months, at the time the
yearly and half-yearly statements are approved.

4.15. Every year the collegial body should conduct the | No Such practice has not been applied in the Company.
assessment of its activities. The assessment should include
evaluation of collegial body’s structure, work organization and
ability to act as a group, evaluation of each of the collegial body
member’s and committee’s competence and work efficiency and
assessment whether the collegial body has achieved its
objectives. The collegial body should, at least once a year, make
public (as part of the information the company annually
discloses on its management structures and practices) respective
information on its internal organization and working procedures,
and specify what material changes were made as a result of the
assessment of the collegial body of its own activities.
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Principle V: The working procedure of the company’s collegial bodies

The working procedure of supervisory and management bodies established in the company should ensure efficient operation of these bodies

and decision-making and encourage active co-operation between the company’s bodies.

5.1. The company’s supervisory and management bodies
(hereinafter in this Principle the concept ‘collegial bodies’ covers
both the collegial bodies of supervision and the collegial bodies
of management) should be chaired by chairpersons of these
bodies. The chairperson of a collegial body is responsible for
proper convocation of the collegial body meetings. The
chairperson should ensure that information about the meeting
being convened and its agenda are communicated to all members
of the body. The chairperson of a collegial body should ensure
appropriate conducting of the meetings of the collegial body.
The chairperson should ensure order and working atmosphere
during the meeting.

The Company fully complies with these recommendations.

5.2. It is recommended that meetings of the company’s collegial
bodies should be carried out according to the schedule approved
in advance at certain intervals of time. Each company is free to
decide how often to convene meetings of the collegial bodies,
but it is recommended that these meetings should be convened at
such intervals, which would guarantee an interrupted resolution
of the essential corporate governance issues. Meetings of the
company’s supervisory board should be convened at least once
in a quarter, and the company’s board should meet at least once
a month.

Sittings of the collegial bodies of the Company are held at
such intervals as are necessary to ensure uninterrupted
tackling of essential issues relating to the management of the
Company.

5.3. Members of a collegial body should be notified about the
meeting being convened in advance in order to allow sufficient
time for proper preparation for the issues on the agenda of the
meeting and to ensure fruitful discussion and adoption of
appropriate decisions. Alongside with the notice about the
meeting being convened, all the documents relevant to the issues
on the agenda of the meeting should be submitted to the
members of the collegial body. The agenda of the meeting should
not be changed or supplemented during the meeting, unless all
members of the collegial body are present or certain issues of
great importance to the company require immediate resolution.

Members of the collegial bodies are notified on the sitting in
advance (before three days) by sending them the agenda and
materials of the sitting by e-mail, so that they’d have enough
time to properly prepare for consideration of the issues to be
addressed at the sitting and share in useful discussions
leading to adoption of proper resolutions.

5.4. In order to co-ordinate operation of the company’s collegial
bodies and ensure effective decision-making process,
chairpersons of the company’s collegial bodies of supervision
and management should closely co-operate by co-coordinating
dates of the meetings, their agendas and resolving other issues of
corporate governance. Members of the company’s board should
be free to attend meetings of the company’s supervisory board,
especially where issues concerning removal of the board
members, their liability or remuneration are discussed.

In order to coordinate operations of the collegial bodies of the
Company and to ensure efficient decision-making process,
chairpersons of the collegial supervisory and managing bodies
of the Company agree upon the dates and agendas of future
sittings, closely cooperate in tackling other issues relating to
the management of the Company.
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[5d Griciskes:

Principle VI: The equitable treatment of shareholders and shareholder rights

The corporate governance framework should ensure the equitable treatment of all shareholders, including minority and foreign shareholders.

The corporate governance framework should protect the rights of the shareholders.

6.1. It is recommended that the company’s capital should consist | Yes
only of the shares that grant the same rights to voting,
ownership, dividend and other rights to all their holders.

The authorized capital of the Company is comprised of
39.956.657 ordinary shares. The par value of one share is
LTL 1. All shareholders of the Company enjoy equal rights.

6.2. It is recommended that investors should have access to the | Yes
information concerning the rights attached to the shares of the
new issue or those issued earlier in advance, i.e. before they
purchase shares.

The Company fully complies with this recommendation.

6.3. Transactions that are important to the company and its | No
shareholders, such as transfer, investment, and pledge of the
company’s assets or any other type of encumbrance should be
subject to approval of the general shareholders’ meeting. All
shareholders should be furnished with equal opportunity to
familiarize with and participate in the decision-making process
when significant corporate issues, including approval of
transactions referred to above, are discussed.

Major decisions are made by the Management Board. No
support of the general meeting of shareholders is required..

6.4. Procedures of convening and conducting a general | Yes
shareholders’ meeting should ensure equal opportunities for the
shareholders to effectively participate at the meetings and should
not prejudice the rights and interests of the shareholders. The
venue, date, and time of the shareholders’ meeting should not
hinder wide attendance of the shareholders. Prior to the
shareholders’ meeting, the company’s supervisory and
management bodies should enable the shareholders to lodge
questions on issues on the agenda of the general shareholders’
meeting and receive answers to them.

Procedures of convocation and holding the general meetings
of shareholders of AB GrigiSkés create the shareholders equal
opportunities to attend the meetings and do not violate their
rights and interests. Notices of convocation of the general
meeting are published in the Lietuvos Rytas daily, as it is
stipulated in the Articles of Association of the Company. The
place, date, time and agenda of the meeting shall be specified
in the notice. In addition, information is also published on the
website of the Company: www.Grigiskés.It.

6.5. It is recommended that documents on the course of the | Yes
general shareholders’ meeting, including draft resolutions of the
meeting, should be placed on the publicly accessible website of
the company in advance. It is recommended that the minutes of
the general shareholders’ meeting after signing them and/or
adopted resolutions should be also placed on the publicly
accessible website of the company. Seeking to ensure the right of
foreigners to familiarize with the information, whenever feasible,
documents referred to in this recommendation should be
published in English and/or other foreign languages. Documents
referred to in this recommendation may be published on the
publicly accessible website of the company to the extent that
publishing of these documents is not detrimental to the company
or the company’s commercial secrets are not revealed.

At least 10 days before the general meeting, the shareholders
should be provided with the access to the Company’s
documents related to the agenda. This information is
disclosed through the information disclosure system of the
Vilnius Stock Exchange as well as on the website of the

Company: www.Grigiskeés.It.

Where requested by a shareholder in writing, the head of the
Company shall hand all draft resolutions of the meeting to
that shareholder against his/her signature or send the same by
registered male within 3 days after receipt of the mentioned
written request.

6.6. Shareholders should be furnished with the opportunity to | Yes
vote in the general shareholders’ meeting in person and in
absentia. Shareholders should not be prevented from voting in
writing in advance by completing the general voting ballot.

Shareholders of AB Grigiskés may exercise their right to
attend the general meeting of shareholders personally or
through a proxy, provided such a person is properly
authorised or is a party to a voting right cession agreement
made in the statutory procedure; also, the shareholders of the
Company may vote by filling in common ballot-papers as it is
stipulated in the Company Law.
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6.7. With a view to increasing the shareholders’ opportunities to | No The Company does not comply with the provisions of this
participate effectively at shareholders’ meetings, the companies recommendation, because there have been no such request on
are recommended to expand use of modern technologies in the part of the shareholders.

voting processes by allowing the shareholders to vote in general
meetings via terminal equipment of telecommunications. In such
cases security of telecommunication equipment, text protection
and a possibility to identify the signature of the voting person
should be guaranteed. Moreover, companies could furnish its
shareholders, especially foreigners, with the opportunity to watch
shareholder meetings by means of modern technologies.

Principle VII: The avoidance of conflicts of interest and their disclosure

The corporate governance framework should encourage members of the corporate bodies to avoid conflicts of interest and assure transparent
and effective mechanism of disclosure of conflicts of interest regarding members of the corporate bodies.

7.1. Any member of the company’s supervisory and management | Yes The Company fully complies with these recommendations.
body should avoid a situation, in which his/her personal interests
are in conflict or may be in conflict with the company’s interests.
In case such a situation did occur, a member of the company’s
supervisory and management body should, within reasonable
time, inform other members of the same collegial body or the
company’s body that has elected him/her, or to the company’s
shareholders about a situation of a conflict of interest, indicate
the nature of the conflict and value, where possible.

7.2. Any member of the company’s supervisory and management | Yes The Company fully complies with these recommendations.
body may not mix the company’s assets, the use of which has
not been mutually agreed upon, with his/her personal assets or
use them or the information which he/she learns by virtue of
his/her position as a member of a corporate body for his/her
personal benefit or for the benefit of any third person without a
prior agreement of the general shareholders’ meeting or any
other corporate body authorized by the meeting.

7.3. Any member of the company’s supervisory and management | Yes The Company fully complies with these recommendations.
body may conclude a transaction with the company, a member of
a corporate body of which he/she is. Such a transaction (except
insignificant ones due to their low value or concluded when
carrying out routine operations in the company under usual
conditions) must be immediately reported in writing or orally, by
recording this in the minutes of the meeting, to other members of
the same corporate body or to the corporate body that has elected
him/her or to the company’s shareholders. Transactions specified
in this recommendation are also subject to recommendation 4.5.

7.4. Any member of the company’s supervisory and management | Yes The Company fully complies with these recommendations.
body should abstain from voting when decisions concerning
transactions or other issues of personal or business interest are
voted on.

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revision and disclosure of directors’ remuneration established in the company should
prevent potential conflicts of interest and abuse in determining remuneration of directors, in addition it should ensure publicity and
transparency both of company’s remuneration policy and remuneration of directors.

8.1. A company should make a public statement of the company’s | No Such practice has not been applied in the Company so far.
remuneration policy (hereinafter the remuneration statement). This
statement should be part of the company’s annual accounts.
Remuneration statement should also be posted on the company’s
website.
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8.2. Remuneration statement should mainly focus on directors’ | No Such practice has not been applied in the Company so far.
remuneration policy for the following year and, if appropriate, the
subsequent years. The statement should contain a summary of the
implementation of the remuneration policy in the previous financial
year. Special attention should be given to any significant changes in
company’s remuneration policy as compared to the previous
financial year.

8.3. Remuneration statement should leastwise include the following | No Such practice has not been applied in the Company so far.
information:

» Explanation of the relative importance of the variable and non-
variable components of directors’ remuneration;

e Sufficient information on performance criteria that entitles
directors to share options, shares or variable components of
remuneration;

« Sufficient information on the linkage between the remuneration
and performance;

» The main parameters and rationale for any annual bonus scheme
and any other non-cash benefits;

* A description of the main characteristics of supplementary pension
or early retirement schemes for directors.

8.4. Remuneration statement should also summarize and explain | No Such practice has not been applied in the Company so far.
company’s policy regarding the terms of the contracts executed with
executive directors and members of the management bodies. It
should include, inter alia, information on the duration of contracts
with executive directors and members of the management bodies,
the applicable notice periods and details of provisions for
termination payments linked to early termination under contracts for
executive directors and members of the management bodies.

8.5. The information on preparatory and decision-making processes, | No Such practice has not been applied in the Company so far.
during which a policy of remuneration of directors is being
established, should also be disclosed. Information should include
data, if applicable, on authorities and composition of the
remuneration committee, names and surnames of external
consultants whose services have been used in determination of the
remuneration policy as well as the role of shareholders’ annual
general meeting.

8.6. Without prejudice to the role and organization of the relevant | No Such practice has not been applied in the Company so far.
bodies responsible for setting directors’ remunerations, the
remuneration policy or any other significant change in remuneration
policy should be included into the agenda of the shareholders’
annual general meeting. Remuneration statement should be put for
voting in shareholders’ annual general meeting. The vote may be
either mandatory or advisory.

8.7. Remuneration statement should also contain detailed | No Such practice has not been applied in the Company so far.
information on the entire amount of remuneration, inclusive of other
benefits, that was paid to individual directors over the relevant
financial year. This document should list at least the information set
out in items 8.7.1 to 8.7.4 for each person who has served as a
director of the company at any time during the relevant financial
year.

8.7.1. The following remuneration and/or emoluments-related
information should be disclosed:

 The total amount of remuneration paid or due to the director for
services performed during the relevant financial year, inclusive of,
where relevant, attendance fees fixed by the annual general
shareholders meeting;

» The remuneration and advantages received from any undertaking
belonging to the same group;

 The remuneration paid in the form of profit sharing and/or bonus
payments and the reasons why such bonus payments and/or profit
sharing were granted;
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« If permissible by the law, any significant additional remuneration
paid to directors for special services outside the scope of the usual
functions of a director;

» Compensation receivable or paid to each former executive director
or member of the management body as a result of his resignation
from the office during the previous financial year;

» Total estimated value of non-cash benefits considered as
remuneration, other than the items covered in the above points.

8.7.2. As regards shares and/or rights to acquire share options
and/or all other share-incentive schemes, the following information
should be disclosed:

e The number of share options offered or shares granted by the
company during the relevant financial year and their conditions of
application;

e The number of shares options exercised during the relevant
financial year and, for each of them, the number of shares involved
and the exercise price or the value of the interest in the share
incentive scheme at the end of the financial year;

e The number of share options unexercised at the end of the
financial year; their exercise price, the exercise date and the main
conditions for the exercise of the rights;

 All changes in the terms and conditions of existing share options
occurring during the financial year.

8.7.3. The following supplementary pension schemes-related
information should be disclosed:

* When the pension scheme is a defined-benefit scheme, changes in
the directors’ accrued benefits under that scheme during the relevant
financial year;

* When the pension scheme is defined-contribution scheme, detailed
information on contributions paid or payable by the company in
respect of that director during the relevant financial year.

8.7.4. The statement should also state amounts that the company or
any subsidiary company or entity included in the consolidated
annual financial statements of the company has paid to each person
who has served as a director in the company at any time during the
relevant financial year in the form of loans, advance payments or
guarantees, including the amount outstanding and the interest rate.

8.8. Schemes anticipating remuneration of directors in shares, share | No Such practice has not been applied in the Company so far.
options or any other right to purchase shares or be remunerated on
the basis of share price movements should be subject to the prior
approval of shareholders’ annual general meeting by way of a
resolution prior to their adoption. The approval of scheme should be
related with the scheme itself and not to the grant of such share-
based benefits under that scheme to individual directors. All
significant changes in scheme provisions should also be subject to
shareholders’ approval prior to their adoption; the approval decision
should be made in shareholders’ annual general meeting. In such
case shareholders should be notified on all terms of suggested
changes and get an explanation on the impact of the suggested
changes.
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8.9. The following issues should be subject to approval by the
shareholders’ annual general meeting:

e Grant of share-based schemes, including share options, to
directors;

* Determination of maximum number of shares and main conditions
of share granting;

* The term within which options can be exercised;

» The conditions for any subsequent change in the exercise of the
options, if permissible by law;

« All other long-term incentive schemes for which directors are
eligible and which are not available to other employees of the
company under similar terms. Annual general meeting should also
set the deadline within which the body responsible for remuneration
of directors may award compensations listed in this article to
individual directors.

Such practice has not been applied in the Company so far.

8.10. Should national law or company’s Articles of Association
allow, any discounted option arrangement under which any rights
are granted to subscribe to shares at a price lower than the market
value of the share prevailing on the day of the price determination,
or the average of the market values over a number of days preceding
the date when the exercise price is determined, should also be
subject to the shareholders’ approval.

No

Such practice has not been applied in the Company so far.

8.11. Provisions of Articles 8.8 and 8.9 should not be applicable to
schemes allowing for participation under similar conditions to
company’s employees or employees of any subsidiary company
whose employees are eligible to participate in the scheme and which
has been approved in the shareholders’ annual general meeting.

Such practice has not been applied in the Company so far.

8.12. Prior to the annual general meeting that is intended to consider
decision stipulated in Article 8.8, the shareholders must be provided
an opportunity to familiarize with draft resolution and project-
related notice (the documents should be posted on the company’s
website). The notice should contain the full text of the share-based
remuneration schemes or a description of their key terms, as well as
full names of the participants in the schemes. Notice should also
specify the relationship of the schemes and the overall remuneration
policy of the directors. Draft resolution must have a clear reference
to the scheme itself or to the summary of its key terms. Shareholders
must also be presented with information on how the company
intends to provide for the shares required to meet its obligations
under incentive schemes. It should be clearly stated whether the
company intends to buy shares in the market, hold the shares in
reserve or issue new ones. There should also be a summary on
scheme-related expenses the company will suffer due to the
anticipated application of the scheme. All information given in this
article must be posted on the company’s website.

No

Such practice has not been applied in the Company so far.

Principle IX: The role of stakeholders in corporate governance

The corporate governance framework should recognize the rights of stakeholders as established by law and encourage active co-operation
between companies and stakeholders in creating the company value, jobs and financial sustainability. For the purposes of this Principle, the
concept “stakeholders” includes investors, employees, creditors, suppliers, clients, local community and other persons having certain interest

in the company concerned.

9.1. The corporate governance framework should assure that the
rights of stakeholders that are protected by law are respected.

Yes

The Company complies with all statutory requirements
aimed at ensuring the rights of interest holders.
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9.2. The corporate governance framework should create conditions | Yes The Company complies with all statutory requirements
for the stakeholders to participate in corporate governance in the aimed at ensuring the rights of interest holders.

manner prescribed by law. Examples of mechanisms of stakeholder
participation in corporate governance include: employee
participation in adoption of certain key decisions for the company;
consulting the employees on corporate governance and other
important issues; employee participation in the company’s share
capital; creditor involvement in governance in the context of the
company’s insolvency, etc.

9.3. Where stakeholders participate in the corporate governance | Yes The Company complies with all statutory requirements
process, they should have access to relevant information. aimed at ensuring the rights of interest holders.
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Principle X: Information disclosure and transparency

The corporate governance framework should ensure that timely and accurate disclosure is made on all material information regarding the
company, including the financial situation, performance and governance of the company.

10.1. The company should disclose information on: Yes The Company complies with this recommendation.
« The financial and operating results of the company;
» Company objectives;

* Persons holding by the right of ownership or in control of a block
of shares in the company;

* Members of the company’s supervisory and management bodies,
chief executive officer of the company and their remuneration;

* Material foreseeable risk factors;

« Transactions between the company and connected persons, as well
as transactions concluded outside the course of the company’s
regular operations;

 Material issues regarding employees and other stakeholders;

» Governance structures and strategy.

This list should be deemed as a minimum recommendation, while
the companies are encouraged not to limit themselves to disclosure
of the information specified in this list.

10.2. It is recommended that consolidated results of the whole group | Yes The Company complies with this recommendation.
to which the company belongs should be disclosed when
information specified in item 1 of Recommendation 10.1 is under
disclosure

10.3. It is recommended that information on the professional | No Such practice has not been applied in the Company so far.
background, qualifications of the members of supervisory and
management bodies, chief executive officer of the company should
be disclosed as well as potential conflicts of interest that may have
an effect on their decisions when information specified in item 4 of
Recommendation 10.1 about the members of the company’s
supervisory and management bodies is under disclosure. It is also
recommended that information about the amount of remuneration
received from the company and other income should be disclosed
with regard to members of the company’s supervisory and
management bodies and chief executive officer as per Principle
VIIL

10.4. 1t is recommended that information about the links between | Yes The Company fully complies with this recommendation.
the company and its stakeholders, including employees, creditors,
suppliers, local community, as well as the company’s policy with
regard to human resources, employee participation schemes in the
company’s share capital, etc. should be disclosed when information
specified in item 7 of Recommendation 10.1 is under disclosure
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10.5. Information should be disclosed in such a way that neither
shareholders nor investors are discriminated with regard to the
manner or scope of access to information. Information should be
disclosed to all simultaneously. It is recommended that notices
about material events should be announced before or after a trading
session on the Vilnius Stock Exchange, so that all the company’s
shareholders and investors should have equal access to the
information and make informed investing decisions.

Yes

The Company publishes information through the
information system of the Vilnius Stock Exchange in
Lithuanian and English simultaneously, of possible. The
Stock Exchange places the received information on its
home page and trade system, thus ensuring simultaneous
placement of information to all readers. In addition, the
Company, if possible, publishes its information prior to or
after trade sessions of the Vilnius Stock Exchange and
provides information for all markets where securities of the
Company are traded simultaneously. The Company does
not publish in commentaries, interviews or otherwise any
information likely to affect the price of its emitted securities
until such information is announced through the
information system of the Stock Exchange.

The mentioned information is also placed on the website of
the Company: www.Grigiskés.It.

10.6. Channels for disseminating information should provide for
fair, timely and cost-efficient access to relevant information by
users. It is recommended that information technologies should be
employed for wider dissemination of information, for instance, by
placing the information on the company’s website. It is
recommended that information should be published and placed on
the company’s website not only in Lithuanian, but also in English,
and, whenever possible and necessary, in other languages as well.

Yes

Essential events, press releases, activity reports and other
information important for the shareholders are published on
the website of the Company in Lithuanian and English.

10.7. It is recommended that the company’s annual reports and
other periodical accounts prepared by the company should be placed
on the company’s website. It is recommended that the company
should announce information about material events and changes in
the price of the company’s shares on the Stock Exchange on the
company’s website too.

Yes

The Company fully complies with this recommendation.

Principle XI: The selection of the company’s auditor

The mechanism of the selection of the company’s auditor should ensure independence of the firm of auditor’s conclusion and opinion.

11.1. An annual audit of the company’s financial statements and | Yes The Company complies with this recommendation, except
report should be conducted by an independent firm of auditors in for audited of interim financial statement.

order to provide an external and objective opinion on the company’s

financial statements.

11.2. Tt is recommended that the company’s supervisory board and, | Yes An audit company is proposed to the general meeting of
where it is not set up, the company’s board should propose a shareholders by the council of observers.

candidate firm of auditors to the general shareholders’ meeting.

11.3. It is recommended that the company should disclose to its | Not applicable Audit company has not rendered other services for the

shareholders the level of fees paid to the firm of auditors for non-
audit services rendered to the company. This information should be
also known to the company’s supervisory board and, where it is not
formed, the company’s board upon their consideration which firm
of auditors to propose for the general shareholders’ meeting.

Company.
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