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Independent auditor’s report
To the shareholders of AB PanevéZio Statybos Trestas

Report on the Financial Statements

We have audited the accompanying separate financial statements of AB PanevéZio Statybos
Trestas (“the Company””), which comprise the separate statement of financial position as at 31
December 2010, the separate statement of comprehensive income, the separate statement of
changes in equity and the separate statement of cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information, as
set out on pages 5-33.

Management ‘s Responsibility for the Financial Statements

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

Auditor ‘s Responsibility

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

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

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

©2011 KPMG Sailics, UAB, a Lithuanian limited liability company and a Company code: 111494971
member firm of the KEMG network of independent member firms affiiated VAT code: LT114949716
vith KPMG Internaticnal Cooperative (‘"KPMG Internationel’), a Swiss entity.

All rights resened.



Opinion

In our opinion, the separate financial statements give a true and fair view of the unconsolidated
financial position of AB PanevéZio Statybos Trestas as at 31 December 2010, and of its
unconsolidated financial performance and its unconsolidated cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted by the European

Union.

Report on Other Legal and Regulatory Requirements

Furthermore, we have read the annual report for the year ended 31 December 2010, set out on
pages 34-59 of the separate financial statements, and have not identified any material
inconsistencies between the financial information included in the annual report and the separate
financial statements for the year ended 31 December 2010.

On behalf of KPMG Baltics, UAB
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_ ’/ / 7 U QQC?\:..S

Deimantas Dabulis Vilmantas Karalius

Partner.pp” Certified Auditor

Cettified Auditor

Vilnius, Republic of Lithuania

30 March 2011



Confirmation of the Company’s responsible employees

To: The Securities Commission of the Republic of Lithuania
Konstitucijos 23, LT-08105 Vilnius

Vilnius Stock Exchange
Konstitucijos 7. 15fl., LT-08105 Vilnius

This confirmation of responsible employees of AB PanevéZio Statybos Trestas concerning the
audited separate financial statements and the annual report for the year 2010 is presented in
accordance with the regulations for preparation and presentation of periodical additional
information as adopted by the Law on the Securities on 18 January 2008 and by the decision of
the Securities Commission of the Republic of Lithuania No. 1K-3 dated 23 February 2007.

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

and uncertainties,
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AB Panevétio Siarybas Trestas
Separate fimcial statements

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

Separate statement of financial position

as at 31 December

In Litas

Note 2010 2009
ASSETS (Restated)
Non-current assets
Property, plant and equipment 13 23,967,094 28,832,083
Intangible assets 14 25,287 80,009
Investments in subsidiaries 15 33,442,031 24,577,954
Other investments and long-term receivables 16 17,211,295 19,815,521
Deferred tax assets 12 601,835 345,408
Total non-current assets 75,241,542 73,650,975
Current assets
Inventories 17 2,232,619 4,418,046
Trade receivables 18 36,184,695 47,623,506
Prepayments 856,186 4,198,396
Other asscts 19 31,215,286 054,644
Cash and cash equivalents 20 40,847,520 53,934,684
Total current assets 111,336,306 110,829,276
TOTAL ASSETS 186,583,848 184,480,25]

The notes on pages 10-33 are an integral part of these financial statements. i 5

Managing Director Dalius Gesevifius




AB Punevédio Statrbos Trestas
Separate financial statements

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

Separate statement of financial position (continued)

as at 31 Deceinber

In Litas

Note 2010 2009
EQUITY AND LIABILITIES {Restated)
LEquity
Share capital 21 16,350,000 16,350,000
Reserves 21 10,754,627 11,350,624
Retained earnings 105,483,449 05,886,657
Total equity 132,588,076 123,587,281
Non-current liabilities
Loans and other financial borrowings 23 2,095,887 4,323,901
Warranty provision 24 731,694 1,289,640
Deferred tax liabilities 12 1,609,341 1,714,517
Total non-current Hahilities 4,436,922 7,328,058
Current liabilities
Loans and other financial borrowings 23 2,185,392 2,760,113
Trade payables 18,826,212 17,967,020
Prepayinents received 14,107,720 17,798,652
Current tax payable 12 0 126,597
Other liabilities 25 14,439,526 14,912,530
Total carrent liabilities 49,558,850 53,564,912
Total liabilities 53,995,772 60,892,970
TOTAL EQUITY AND LIABILITIES 186,583,848 184,480,251

The notes on pages [0-33 are an integral part of these financial statements.

Managing Director Dalius Gesevidius




AB Panevéfio Statybos Tresfas
Separate financiol statements

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

Separate statement of comprehensive income

for the year ended 31 December

In Litas
Note 2010 2009
(Restated)
Revenue 3 168,903,291 167,704,471

Cost of sales 6 _(147,095,962) (139,789,187)
Gross profit 11,807,329 27,915,284
Other income 10 544,297 384,119
Sales expenses 7 (327,374) (406,102}
Administrative expenses 8 (11971407 (22,965,921}
Other expenses 10 (729,121) {708,812)
Result from operating activities 9.323,724 4,218,568
Finance income It 2,385,065 4,677,333
Finance expenses 11 (469,343) {756,014}
Profit before income tax 11,239,446 8,139,889
Income tax 12 (1,094,151) (3,325,721)
Net profit (loss) 10,145,295 4,814,168
Other comprehensive income:
0 0
10,145,295 4,814,168
‘Total comprehensive income
22 0.62 0.29

Basic and difuted carnings per share
The notes on pages 10-33 are an integral part of these financial statements. %

Managing Director Dalius Gesevitius
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Entity's code: 147732969
Address: P, Puzino 1, LT-35173 Panevédys

Separate statement of cash flows

for the year ended 31 December

In Litas

Cash flow from operating activities

Net profit

Adjustments for:

Depreciation and amortization

Gain on disposal of preperty, plant and equipment
licome tax expense

Other non-cash items

Change in long-term receivables
Change in inventories

Change in trade receivables
Change in prepaymernts

Change in other assets

Change in trade payables
Change in prepayments received
Change in other liabilities

Income tax paid
Net cash from operating activities

Cash flows from investing activities

Acquisition of property, piant and ¢quipment and investment
Disposal of property, plant and equipment

Loans issued

Loans recovered

Change in term deposits

Dividends and interest received

Net cash flows used in investing activities

Cash flows from financing activities

Dividends paid

Proceeds from loans and other financial borrowings
Repayment of loans and other financial borrowings
Payment of finance lease liabilities

Interest paid

Net cash flows from (used in) financing activities

Net inerease {decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 Pecember

AB Panevéiio Statybos Trestas
Separate financial stalenients

The notes on pages 10-33 are an integral part of these financial statements, -,

Managing Director Dalius Gesevicius

Approved on
Minuges No.
Note 2010 2009

10,145,295 4,814,168
5,686,922 6,484,399
(114,218) 58,882
1,094,151 3,325,721
(3,212,437) (1.986.275)
13,599,713 12,696,895
{236,022) (109,258)
1,366,708 3,967.073
10,293,254 56,247,971
4,335,523 (786,017)
262,592 904,184
859,192 ,(42,522,149)
{3,690,932) 10,273,396
(1,026,452)  (11,130,295)
25,763,576 29,541,800
(2,056,177) (8,352,734)
23,607,399 21,189,066
(885,588) (438,922)
228,218 57,281
{16,663,885) (28,533,959)
11,787,421 9,045,535
(27,729,963) ¢
947,072 3,263,158
(32,316,725) (16,606,907)
(1,148,998) (1,127,430

0 0

(0) 0
(2,802,735) (3,380,695)
{426,105) {703,987)
(4,377,838)  (5418,112)
(13,087,164) (835,953)
3,934,684 34,770,637
40,847,520 53,934,684
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AB Panevétio Statybos Trestas
Separate financial statements

Notes

Reporting entity

AB Panevézio Statybos Trestas (hereinafter “the Company“) was established in 1957. The
entity’s code is 147732969 and it is registered at P. Puzino 1, LT-35173 Panevézys. The
Company primarily is involved in the construction of buildings, constructions, other facilities
and networks, etc. in Lithuania and abroad. The Company employed 861 employees as at 31
December 2010 (856 employees as at 31 December 2009).

The Company has the following branches in Lithuania: Genranga, Gerbiista, Pastaty Apdaila
and Klaipstata. The Company also has a branch in Kaliningrad. Furthermore, the Company has
a representative office in Cerepovec.

The main shareholders of the Company are:

e AB Panevézio Keliai (49.78%),
¢ Bank of New York as custodian and trustee (6.36%),
¢ Skandinaviska Enskildas Banken clients (6.22%).

These financial statements are the Company’s separate financial statements. The Company has
also prepared the consolidated financial statements including the Company and its subsidiaries,
which are disclosed in Note 15.

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

Basis of preparation

Statement of compliance

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

Basis of measurement

The financial statements have been prepared on the historical cost basis except for revalued land
and buildings.

Functional and presentation currency

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

Use of estimates and judgments

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

10



AB PanevéZio Statybos Trestas
Separate financial statements

Use of estimates and judgments (continued)

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

Note 5 — construction contract revenue;

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

Note 18 — impairment of trade receivables;

Note 24 — measurement of warranty provision.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in
these separate financial statements, except as correction of errors, disclosed in Note 30.

Foreign currency

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

Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other receivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. The Company has no held-to-
maturity investments, available-for-sale financial assets and financial assets at fair value through
profit or loss. Other non-derivative financial instruments are recognized initially at fair value
plus any directly attributable transaction costs. Subsequent to initial recognition, other non-
derivative financial instruments are measured at amortized cost using the effective interest
method, less any impairment losses.

Derivative financial instruments

The Company has no derivative financial instruments.

Property, plant and equipment

Items of property, plant and equipment except for land and buildings are measured at cost less
accumulated depreciation and accumulated impairment losses. Land and buildings are measured
at fair value with any surplus arising on the revaluation recognized directly in a revaluation
reserve within equity and with any deficit on a revaluation recognized in profit or loss.

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

I



AB Panevéiio Statybos Trestas
Separate financial statements

Property, plant and equipment (continued)

The fair value of land and buildings is based on market values. More detailed comments
concerning the fair value of land and buildings are stated in Note 13.

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

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

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment. Leased assets are depreciated
over the shorter of the lease term and their useful lives unless it is reasonably certain that the
Company will obtain ownership by the end of the lease term. The estimated useful lives are
disclosed in Note 13. Land is not depreciated.

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

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

Intangible assets

Software and other intangible assets, which have finite useful lives, are measured at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized in
profit or loss on a straight-line basis over the estimated useful lives of intangible assets from the
date that they are available for use. The estimated useful lives are disclosed in Note 14.

12



AB Panevézio Statybos Trestas
Separate financial statements

Leased assets

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

Investments in subsidiaries

Investments in subsidiaries are accounted for at cost less impairment.

Inventories

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

Construction work in progress

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

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

Impairment of financial assets

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

Impairment loss is recognized in profit or loss.

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

Impairment of non-financial assets

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

13



AB Panevéfio Statybos Trestas
Separate financial siatements

Empairment of non-financial assets (continued)

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

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

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

Dividends

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

Provisions

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

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

Employee benefits

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

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

Revenue

Construction contract revenue includes the initial amount agreed in the contract plus any
variations in contract work, claims and incentive payments to the extent that it is probable that
they will result in revenue and can be measured reliably. As soon as the outcome of a
construction contract can be estimated reliably, contract revenue and expenses are recognized in
profit or loss in proportion to the stage of completion of the contract.

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

14



AB Panevéiio Statybos Trestas
Separate financial statements

Finance income and expenses

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

Income tax

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

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

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

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

Earnings per share

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

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

Segment reporting

No segment reporting is provided in the financial statements as the Company has one reportable
operating segment that would account for 90% or more of the Company’s revenue and assets.

Influence of application of effective new standards, changes of effective standards and new
interpretations on the financial statements

A number of new and revised International Financial Reporting Standards and their
interpretations has been issued, which will become mandatory for the Company’s financial
statements in accounting periods beginning on or after 1 January 2011. The Company has decided
not to apply the amendments and new standards and interpretations early. Below is the estimate
of the Company’s management regarding the potential effect of the new and revised standards
and interpretations upon their first-time application.

15



AB Panevéiio Statybos Trestas
Separate financial statements

Influence of application of effective new standards, changes of effective standards and new
interpretations on the financial statements (continued)

] Revised IAS 24 Related Party Disclosure

Revised IAS 24 is effective for annual periods beginning on or after 1 January 2011. The
amendment exempts government-related entity from the disclosure requirements in relation to
related party transactions and outstanding balances, including commitments, with (a) a
government that has control, joint control or significant influence over the reporting entity; and
(b) another entity that is a related party because the same government has control, joint control
or significant influence over both the reporting entity and the other entity. The revised Standard
requires specific disclosures to be provided if a reporting entity takes advantage of this
exemption. The revised Standard also amends the definition of a related party which resulted in
new relations being included in the definition, such as, associates of the controlling shareholder
and entities controlled, or jointly controtled, by key management personnel.

Revised IAS 24 is not relevant to the Company’s financial statements as the Company is not a
government-related entity and the revised definition of a related party is not expected to result in
new relations requiring disclosure in the financial statements.

[ Amendment to IFRIC 14 The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction

The amendment is effective for annual periods beginning on or after 1 January 2011. The
amendment of IFRIC 14 addresses the accounting treatment for prepayments made when there
is also a minimum funding requirements (MFR). The amendment to [FRIC 14 is not relevant to
the Company’s financial statements as the Company does not have any defined benefit plans
with minimum funding requirements.

[ IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

IFRIC 19 is effective for annual periods beginning on or after 1 July 2010. The Interpretation
clarifies that equity instruments issued to a creditor to extinguish all or part of a financial
liability in a ‘debt for equity swap’ are consideration paid in accordance with IAS 39.41. The
Company did not issue equity to extinguish any financial liability during the current period.
Therefore, the Interpretation will have no impact on the comparative amounts in the Company’s
financial statements for the year ending 31 December 2010. Further, since the Interpretation
can relate only to transactions that will occur in the future, it is not possible to determine in
advance the effects the application of the Interpretation will have.

= Amendment to 1AS 32 Financial Instruments: Presentation — Classification of Rights
Issues

The amendment is effective for annual periods beginning on or after 1 February 2010. The
amendment requires that rights, options or warrants to acquire a fixed number of the entity’s
own equity instruments for a fixed amount of any currency are equity instruments if the entity
offers the rights, options or warrants pro rata to all of its existing owners of the same class of its
own non-derivative equity instruments. The amendments to IAS 32 are not relevant to the
Company’s financial statements as the Company has not issued such instruments at any time in
the past.
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Financial risk management

Overview

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

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

Credit risk

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

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

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

{in Litas) 2010 2009

Prepayments 856,186 4,198,396
Amounts receivable from clients 36,184,695 47,623,506
Other amounts receivable 31,215,286 654,644
Cash and cash equivalents 40,847,520 53,934,684
Total 109,103,687 106,411,230

17



Credit risk (continued)
Receivable amounts:
(in Litas)

Municipalities and state institutions
Other

Total trade receivables

Trade receivables according to major customers:

(in Litas)

Client 1
Client 2
Client 3
Client 4
Client 5
Client 6
Chlent 7
Other clients

Total

AB Panevéfio Statybos Trestas
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‘Trade receivables according to geographic regions:

(in Litas)

Local market (Lietuva)
Russia

Total

2010 2009
7422,615 25,136,130
28.762,080 22,487,376
36,184,695 47,623,506
2010 % 2009 %
11,104,430 307 12,485,609 26.2
3,739,155 103 11,104,430 23.3
2,528,345 7.0 5.053,444 10.6
1.830,233 5.1 4,202,050 3.8
1.621,504 45 2,805,908 5.9
1,515,167 42 2,681,850 5.6
1,326,853 3.7 1,183,743 2.5
12,519,008 34.5 8,106,472 17.1
36,184,695 100 47,623,506 100
2010 2009
31,078,381, 46,528,161
5,106,314 1,095,345
36,184,695 47,623,506

Ageing of trade receivables and prepayments received as at the reporting date might be specified as

follows:

(in Litas)

Not overdue
Overdue 0-30 days
Overdue 30-90 days
More than 90 days

Total

2010 Impairment 2009 Impairment
30,456,660 34,340,963

1,616,591 1,205,040

3,596,612 1,325,353 274,677
14,011,566 12,640,548 30,139,209 14,913,986
49,681,429 12,640,548 67,010,565 15,188,063

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

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

Payment terms of liabilities as at 31 December 2010, including calculated interest, as to the
agreements, are presented below:

Contractual

Balance net cash 6 months 6-12
In thousand Litas value flows or less months  [-2 years 2-5 years
Liabilities
Loans and fease liabilities 4,281,279 4,537,734 86,825 2,270,476 2,180,433
Trade creditors 18,826,212 18,826,212 18,826,212
Other amounts payable 28,547,246 28,547,246 28,347,246
Total 51,654,737 51911,192 47460,283 2,270,476 2,180,433

Payment terms of liabilities as at 31 December 2009, including calculated interest, as to the
agreements, are presented below:

Balance Contractual 6 monthsor  6-12 2-3
(in Litas) value nct cash flows less months 1-2 years  years
Liabilities
Loans and lease liabilities 7,084,014 7634211 1,526,928 1,526,927 4,030,395 549,961
Trade creditors 17,967,020 17,967,020 17,967,020
Other amounts payable 32,837,779 32,837,779 32,837,779
Tatal 57,888,813 58,439,010 52,331,727 1,526,927 4,030,395 549,961

Interest rate applied for calculation of contractual net cash flows:

2010
Loan and lease liabilities 1.78% — 2.73%

2009
Loan and lease liabilities 1.87% —2.47%

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest
rates will affect the Company’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

Currency risk. The Company is exposed to currency risk on sales, purchases and borrowings

that are denominated in a currency other than the functional currency Litas. The Company does
not use any financial instruments to manage its exposure to foreign exchange risk.
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Market risk (continued)

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

31 December 2010 Average 2010

1 EUR = 3.4528 3.4528
1USD = 4.0494 4.0241
1 RUB = 0.0853 0.0858

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

Year 2010 (Litas) LTL EUR RUB USsD GBP
L.ong-term receivables 17,211,295

Trade receivables 28,816,991 2,261,392 5,106,312

Prepayments 373,663 456,133 26,390
Other assets 26,293,293 2,431,867 2,489,095 1,031
Cash and cash equivalents 25,035,999 8,637,313 7,146,138 24,636 3,434
1L.oans and other financial

borrowings (4,281,279)

Payables (46,324,271) (9,729} (994,318) (45,140}
Total exposure 51,406,970 9,039,564 14,203,360 24,636 (14,285)
Year 2009 {Litas) LTL EUR RUB UsD
Long-term receivables 18,822,208 993,313

Trade receivables 43,652,882 2,875,279 1,095,345

Prepayments 2,233,275 59,293 1,905,828

Other assets 615,278 39,366

Cash and cash equivalents 46,281,582 1,532,502 6,090,696 29,904
Loans and other financial borrowings (0) (7,084,014)

Payables (44,747,464) (2,108,257) (2,804,578)

Total exposure 66,857,761 (4,725,197) 7,319,976 29,904

The functional currency of the Company is Litas. The Company faces foreign currency risk on
purchases and payable amounts as well as on sales and amounts receivable that are
denominated in currencies other than Litas and EUR. The risk related to transactions in EUR is
considered to be insignificant as the Lithuanian Litas is pegged to EUR at a fixed rate.

With a decrease in the currency exchange rate of the Russian rouble by 0.005 points, the
Company’s profit would decrease by approximately 867 thousand Litas.

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

Variable interest rate financial assets and liabilities were as follows:

Currency 2010
Issued long term loans LTL 17,211,295
Financial lease liabilities EUR {4,281,279)
Total 12,880,016

With an increase in the interest rate by 0.5 per cent, the Company’s profit would increase by
approximately 62 thousand Litas.
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Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The Board monitors the
return on capital and proposes the level of dividends to ordinary shareholders based on the
Company’s financial results and strategic plans. There were no changes in the Company’s
approach to capital management during the year.

Operating risk management

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

The Company‘s management ensures that its employees have appropriate expertise, experience
and the latest knowledge to carry out the duties entrusted to them. The Company sends
employees to training courses and organises internal training. The Company has internal
controls in place to ensure the four-eye principle, where results of the person carrying out
operation are checked by one more controller, by authorising the operation. The Company hires
an external auditor for investigation of efficiency of internal processes; and schedules for audit
of internal processes are being made by the internal auditor, and, as to recommendations
received, processes arc being reviewed and internal controls are being strengthened. Besides,
the Company‘s Board and management arc regularly meeting and discussing matters related to
operating results of the Company, identification of operating risks as well as creation of plans
for mitigation and elimination of the risks.

Revenue and gross profit

Year 2010 (in Litas) Lithuania Russia Total
Revenue 155,646,088 13,257,203 168,903,291
Expenses (including result from other activity) (146,383,327) {13,196,240)  (159,579,567)
Result from operating activities 9,262,761 60,963 9,323,724
Year 2009 (in Litas) Lithuania Russia Total
Revenue 160,300,265 7,404,206 167,704,471
Expenses (including result from other activity) (154,427.115) (9,058,788)  (163,485,903)
Result from operating activities 5,873,150 (1,654,582) 4,218,568

Construction contract revenue is recognized in accordance with the stage of completion of the
contract. The stage of completion is determined based on the percentage of contract costs
incurred in relation to total estimated contract costs, which are revised at each reporting date.

Cost of sales

{in Litas) 2010 2009

Sub-contractors 60,178,280 61,394,141
Raw materials and consumables 39,805,120 39,842,493
Personnel expenses 22,978,495 21,920,594
Depreciation 4,273,589 4,904,235
Amortisation 51,446 100,929
Other costs 19,809,032 11,626,795
Total cost of sales 147,095,962 139,789,187
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Sales expenses

(in Litas) 2010 2009
Advertising and similar expenses 120,402 233,086
Personnel expenses 206,972 173,016
Total sales expenses

327,374 406,102
Administrative expenses
{(in Litas) 2010 2009
Personnel expenses 7,821,418 5,696,055
Purchased services for administration purposes 2,117,911 2,396,459
Depreciation 994,320 1,087,786
Amortization 13,795 50,266
Operating taxes 394,065 364,341
Impairment of trade receivables (2,700,891) 8,615,702
Other expenses 3,330,789 4,755,318
Total administrative expenses 11,971,407 22,965,921
Personnel expenses
(In Litas) 2010 2009
Wages and salaries 23,613,956 25,566,599
Compulsory social security contributions 7,343,940 7,896,124
Daily and iliness allowances 2,153,591 1,647,191
Change in accrued vacation reserve and bonuses (2,104,602) (7,320,249)
Total personnel expenses 31,666,885 w,,.,,,27’789‘665
Included into:
Cost of sales 22,978,495 21,920,594
Administrative expenses 7,821,418 5,696,055
Sales expenses 206,972 173,016
Total personnel expenses 31,006,885 27,789,665

Wages, salaries and social insurance contributions, calculated to the management for the year
2010 amounted to 2,461,394 Litas (2,942,965 Litas for the year 2009).

Other income and expenses

{In Litas) 2010 2009
Rent and other income 389,933 354,872
Gain from disposed property plant and equipment 154,364 29,247
Total other income 544,297 384,119
Depreciation of rented premises and other expenses (718,434) (649,930)
Loss from disposed property plant and equipment (10,687) (58,882)
Total other expenses (729,121) {708,812)
Total other income and expenses, net (184,824) (324,693)
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Finance income and expenses

(In Litas)

Interest income
Foreign currency exchange gain
Other income

Total finance income

Interest expenses
Other expenses

Total finance expenses

Total finance income and expenses, net

Income tax
Income tax expense:

(In Litas)

Current tax expense
Change in deferred tax

Total income tax expense

The applicable tax rate as of 1 January 2010 was 15%.

Reconciliation of the effective rate:

(In Litas)
Profit before income tax

Income tax at standard tax rate
Non deductible expenses / Tax
exempt income

Change in unrealized temporary
differences

Effect of change in tax rate

Deferred tax:
(In Litas)

Impairment of amounts receivable
Accrued bonuses

Vacation reserve

Warranty provision

Stock write down to NRV

Not recognized deferred tax
assets
Total deferred tax assets

Revaluation of land and buildings
Deferred tax liability

Deferred tax, net

AB Panevéfio Statybos Trestas
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2010 2000

1,734,660 3,245,124

589,488 1,082,627

60,917 349,584

2,385,065 4,677,335

{426,105) (703,987)

(43,238) (52,027)

(469,343) (756,014)

1,915,722 3,921,321

2010 2009

1,455,754 2,494,932

(361,603) 830,789

1,094,151 3,325,721

2010 2009

11,239,446 8, 139,_889

15.0% 1,685,917 20.0% 1,627,978
-1.6% (180,561) 30.7% 2,502,423
-3.6% (411,205) (4.1%) {332,696)
(5.7%) (471,984)

9.8% 1,094,151 40.9% 3,325,721

2080 2009
Temporary Temporary
differences Deferred tax differences Deferred tax

12,402,965 1,860,445 15,103,856 2,265,578
1,499,044 224,858 902,891 135,434
812,100 121,815 0 0
731,694 109,754 1,289,640 193,446
880,113 ﬂ 17 61,394 9,202
(1,847,054) (2,258,259}

601,835 L 345408

10,728,938 1,609,341 11,430,111 _ 1__,_714,5 17
1,609,341 1,714,517
(1,007,506) (1,369,109)
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Income tax (continued)
Part of deferred tax has not been recognized due to uncertainty of deferred tax realisation.

Change in deferred tax:

(In Litas) 2010 2009

Net deferred tax at 1 January {1,369,109) (538,320)
Booked in the statement of comprehensive income 0 0
Booked in profit or loss 361,603 (830,789)
Net deferred tax at 31 December (1,007,506) (1,369,109)
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Property, plant and equipment (continued)

An external independent valuation company UAB Matininkai, having appropriate recognized
professional qualifications and recent experience in the location and category of property being
valued, valued the Company’s land and buildings on 31 December 2008. The fair values are
based on market values, being the estimated amount for which a property could be exchanged on
the date of the valuation between a willing buyer and a willing seller in an arm’s length
transaction after proper marketing wherein the parties had each acted knowledgeably, prudently

and without compulsion. Based on the assessment of the Company’s management,

taking into

consideration the market indications of the changes of market values of real estate and the

calculated depreciation of buildings during the years 2009 and 2010, the carrying

amounts of

land and buildings presented in the statement of financial position should not differ materially

from their fair values as at 31 December 2010.

(In Litas) 2010 2009
Depreciation included into:

Cost of sales 4,273,589 4,904,235
Administrative expenses 994,320 1,087,780
Other expenses 353,772 341,189
Total depreciation 5,621,081 6,333,204

Property, plant and equipment with a net carrying amount of 5,075,515 Litas as at 31 December
2010 are pledged to the banks (refer to Note 26). At 31 December 2010, the net carrying amount

of leased property, plant and equipment was 4,077,368 Litas (2009: 7,731,011 Litas).

Intangible assets

(In Litas) Software Other Total
Cost

Balance at 1 January 2009 652,762 133,202 785,964
Additions 8,901 0 8,901
Disposals (1) (116,922) (116,922)
Balance at 1 January 2010 661,663 16,280 677,943
Additions 10,519 0 10,519
Disposals (0) ()] (V)]
Balance at 31 December 2010 672,182 16,280 688,462
Amortization and impairment losses

Balance at 1 January 2009 446,698 52,005 498,703
Amortization for the year 134,957 16,238 151,195
Amortisation of the assets disposed (0 (51,964) (51,964)
Balance at 1 January 2¢10 581,655 16,279 597,934
Amortization for the year 65,241 0 65,241
Amortisation of the assets disposed {0} (0) (0)
Balance at 31 December 2010 646,896 16,279 663,175
Carrying amount

At 1 January 2010 80,008 1 80,009
At 31 December 2010 25,286 1 25,287
Amortization rates (in years) 3 3-4
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Investments in subsidiaries

(In Litas) 2010 2009

Subsidiary Ownership Cost Ownership Cost
UAB PST Investicijos 68% 30,652,000 67% 21,792,300
00O Baltlitstroj 160% 1,177,672 100% 1,177,672
UAB Vekada 96% 776,482 96% 776,482
UAB Skydmedis 100% 500,000 100% 500,000
UAB Alinita 100% 240,000 100% 240,000
UAB Metalo Meistrai 100% 81,500 100% 81,500
SIA PS Trests 100% 13,175 100% 13,175
TUB Vilniaus Papeédé 69% 10,000 69% 10,000
Kingsbud Sp. z.0.0 100% 4,317 0% 0
Impairment (13,175) 33,175
Total investment 33,442,031 24,577,954

The Company’s subsidiary UAB PST Investicijos has the following subsidiaries:

(In Litas) 2010 2009
UAB Ateities Projektai 100% 100%
000 Baltevromarket 100% 100%
UAB Kauno Erdvé 100% 100%
UAB Sakaligkés 100% 100%
UAB Verkiy Projektas 100% 100%
UAB Seskines Projektai 100% 0%
UAB Smiltyny Kalvos 0% 100%
UAB GéluZés projektai 0% 100%
Financial information about the subsidiaries can be specified as follows:
Net profit
Equity as at (toss) for

(In Litas) Type of activities 31/12/2010 2010
UAB PST Investicijos

(consolidated) Development of real estate 16,280,597 7,960,763
Q00 Baltlitstroj Constructions (1,991,141) (105,472)
UAB Vekada Constructions: electricity instalments 4,667,572 (427,744)
UAB Skydmedis Constructions: wooden houses 1,066,259 222,479
UAB Alinita Constructions: conditioning equipment 77,679 (141,715}
UAB Metalo Meistrai Constructions 1,406,738 250,008
SIA PS Trests Constructions {810,003) (3,844)
Kingsbud Sp. z.0.0 Construction (30,315) (34,661)
TUB Vilniaus Papédé Development of real estate 14,843 211

Based on the management’s estimations, the investment in UAB PST Investicijos is not impaired
taking into consideration the expected recoverable amount of this investment, which was based
on the valuations performed by the external independent valuation company of the real estate
projects developed by UAB PST Investicijos and its subsidiaries. A significant portion of the
recoverable amount of the investment in UAB PST Investicijos is related to the real estate project
being developed by OO0 Baltevromarket in Kaliningrad. Following the decision of the mayor of
Kaliningrad, the land plots for the project development were provided to QOO Baltevromarket,
which are currently rented from the municipality until 3 August 2011, OOO Baltevromarket is
obliged to perform preparatory works in order to obtain the permission for construction of real
estate in these land plots. At present these preparatory works are being carried out and the
management expects that the permission for construction will be obtained.
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16. Other investments and amounts receivable in one year

{In Litas) Interest rate Maturity 2010 2009
UAB PST Investicijos

{receivable) n/a n/a 0 10,983,035
UAB PST Investicijos (loan) 6 month VILIBOR+1.9% 13/05 2013 6,777,444 1,495,197
UAB PST Investicijos (interest) 13/05/2013 348,660 112,638
AB PanevéZio Keliai (loan) 3 month VILIBOR+1.9% 12/01/2013 10,000,000 6,153,552
00O Baltlistroj (loan) 3.55% 31/08/2011 0 993,313
SIA PS Trests (loan) 5.02%-7.5% 02/01/2012 12,000 12,000
Other 73,191 65,786
Total 17,211,295 19,815,521

As at 31 December 2009, the booked amount receivable from UAB PST was capitalized by
increasing the authorized capital of UAB PST Investicijos.

17. Inventories

(In Litas) 2010 2009
Raw materials and consumables 3,116,793 4,475,936
Goods for resale 1,937 3,504
Write-down to net realizable value (880,113) (61,394)
Total inventories 2,232,619 4,418,046

Change in decrease in value of inventory to the net realizable value was stated under Cost.

18. Trade receivables

{In Litas) 2010 2009

Invoiced receivables 46,027,105 61,443,814
Accrued receivables in accordance with the stage of completion 2,560,555 1,283,548
Impairment (12,402.,965) (15,103,856)
Total trade receivables 36,184,695 47,623,506

As at 31 December 2010 aggregate costs incurred under construction contracts in progress and
recognized profits, net of recognized losses, amounted to 71,077,483 Litas (2009: 119,565,223
[itas). Progress billings and advances received from customers under open construction contracts
amounted to 74,122,422 Litas (2009: 122,264,544 Litas). Billings in excess of costs incurred and
recognized profits are presented as deferred income and amounted to 3,044,939 Litas as at 31
December 2010 (2009: 2,699,321 Litas).

As at 31 December 2010, trade receivables include retentions of 6,240,445 Litas (8,309,051 Litas
as at 31 December 2009) relating to construction contracts in progress.

For valuation of trade receivables refer to Note 4.
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Other assets

(in Litas) 2010 2009

Term deposits 27,729,963 0
Short-term loans granted 2,519,445 0
Profit tax paid in advance 613,192 39,366
Accrued interest income 317,427 217,198
Other current assets 35,259 398,080
Other assets, total 31,215,286 654,644

Annual interest calculated for the loan granted amounted to 3.55%. Term deposits are kept at
Lithuanian banks. The effective interest rate of the term deposits is 1-2%. Maturity date of the
term deposits is from 5 May 2011 up to 27 March 2012,

Cash and cash equivalents

{In Litas) 2010 2009

Cash in bank 30,113,384 53,889,346
Bank deposits 10,706,290 0
Cash on hand 7 27,846 45,338
Total cash and cash eguivalents 40,847,520 53,934,684

Capital and reserves

The Company’s authorized share capital consists of 16,350,000 ordinary shares with a nominal
value of 1 Litas each. The Company’s authorized share capital is fully paid. The holders of the
ordinary shares are entitled to one vote per share in the meeting of the Company and are entitled
to receive dividends as declared from time to time and to capital repayment in case of decrease of
the capital. There were no changes in the share capital during the year 2010.

Reserves can be specified as follows:

(In Litas) 2010 2009

Revaluation reserve 9,119,597 9,715,594
Legal reserve 1,635,030 1,635,030
Total reserves 10,754,627 11,356,624

The revaluation reserve relates to the revaluation of land and buildings and is equal to the
carrying amount of revaluation less the related deferred tax liability.

Legal reserve is a compulsory reserve allocated in accordance with the legislation. An annual
allocation of at least 5% of the net profit is required until the reserve is not less than 10% of the
authorized share capital. The reserve cannot be distributed.

Earnings per share
(In Litas) 2016 2009

10,145,295 4,814,168
16,350,000

Basic and diluted earnings per share 0.62 0.29

Net result for the year
Average number of shares
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23. Loans and borrowings

{In Litas) 2010 2009

Non-current liabilities 2,095,887 4,323,901
Current liabilities 2,185,392 2,760,113
Total loans and borrowings 4,281,279 7,084,014

Borrowings include finance lease liabilities to UAB SEB Lizingas, UAB Swedbank Lizingas,
UABR DnB Nord Lizingas and UAB Nordea Finance for the plant and equipment acquired by
financial lease with a book value of 4,077,368 Litas as at 31 December 2010,

Finance lease liabilities are payable as follows:

Minimum Principal

In 2010 (in Litas) payments Interest amount
Payable within one year 2,357,301 171,909 2,185,392
Between one and five years 2,186,433 84,546 2,095,887
4,537,734 256,455 4,281,279

Minirmum Principal
In 2009 (in L.itas) payments Interest amount
Payable within one year 3,053,855 293,742 2,760,113
Between one and five years 4,580,356 256,455 4,323,901
7,634,211 350,197 7,084,014

24, Warranty provision

A provision for warranties is based on historical warranty data and a weighting of all possible
outcomes against their associated probabilities.

Change of provision for warranties is as follows:

2010 2009
Provisions for warranties in the beginning of the period 1,289,640 1,804,644
Used and booked under cost of sales (753,979) {713,690)
Accrued during the period 209,684 198,686
Provision recovered (13,651) 0
Provisions for warranties at the end of the period 731,694 1,289,640
25. Other liabilities
{In Litas) 2009 2008
Accrued vacation reserve 3,469,728 2,199,206
Accrued bonuses for employees 1,499,044 4,874,168
Payable salaries and related taxes 2,835,848 2,001,951
Deferred income in accordance with the stage of completion 3,044,939 2,699,321
Accrued tantiemes 1,144,500 1,144,500
Other labilities 2,445,467 1,933,384
Total other liabilities 14,439,526 14,912,530
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Off-balance sheet liabilities

The banks issued guarantees to third parties amounting to 17,914,014 Litas in connection with the
Company’s obligations under the construction contracts performed by the Company. The maturity of
these guarantees varies from 9 January 2011 to 6 September 2012, Property, plant and equipment
with a net carrying amount of 5,075,515 Litas as at 31 December 2010, present and future cash in
account and the rights in connection with the Company’s construction contract with Tauragé
municipality and UAB Tauragés Vandenys are pledged to Swedbank, AB for the credit lines and
guarantees issued.

Transactions with related parties

The Company had sales and purchase transactions during 2010/2009 with subsidiaries, the parent
company AB PanevéZio Keliai and with subsidiaries of AB Panevézio Keliai. Transactions with

related parties during 2010 are as follows:

{In Litas) Type of transaction 2010 2009
Sales:

Companies under conirol

UAB PST Envesticijos Interest 195,059 95,488
OO0 Baltlitstroj Goods and services 2,000,492 418,236
UAB Metalo Meistrai Goods and services 705,225 204,631
UAB Vekada Goods and services 204,182 309,286
UAB Skydmedis Goods and services 81,986 77,050
SIA PS Trests Interest 801 0
UAB Alinta Goods and services 26,472 11,593
UAB Verkiy Projektas Goods and services 0 1,419
Kingsbud Sp.z.0.0 Interest 156 0
Other related companies

UAB PanevéZys Services 2,961,280 0
AB Panevefio Keliai Goods and services 11,174,622 4,610,066
Other Services 23,732 0
Purchases:

Companies under control

000 Baltlitstroj Goods and services 3,025,767 3,053,044
UAB Metalo Meistrai Goods and services 1,613,695 2,146,743
UARB Vekada Goods and services 4,862,889 4,133,216
UAB Alinta Goods and services 808,065 602,361
UAB Skydmedis Goods and services 172,076 192,111
Kingsbud Sp.z.0.0 Goods and services 17,743 0
UAB PST Investicijos Goods and services 0 51,000
TUB Vilniaus Papéde Goods and services 16,516 18,744
Other related companies

AB Panevéiio Keliai Goods and services 2,082,671 3,091,477
UAB Aukitaitijos Traktas Goods and services 123,792 17,296
UAB Keltecha Goods and services 2,925,662 1 184 696
UAB Gelbera Goods and services 303,678 227 858
UAB Convestus Goods and services 407,000 291,927
UAB Zarasy Automobiliy Keliai Goods and services 0 26,654
UAB Sostinés Gatves Goods and services 582,983 85,717
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Transactions with related parties (continued)

{In Litas) Type of transaction 2010 2009

Amounts receivable:
Companies under control

UAB PST Investicijos 348,659 11,095,673
000 Baltlitstroj 1,129,383 517,234
Kingsbud 8p.z.0.0 157 0
UAB Skydmedis 0 12,311
SIA PS Trests 2,180 1,379
Other related companies

AB PanevéZio Keliai 3,784,321 2,786,914
UAB Panevézys 2,528,345 4]
UAB Constructus 0 8,068

Amounts payable:
Companies under control

UAB Vekada 761,079 744,462
UAB Skydmedis 82,417 0
TUB Vilniaus Papede 422 0
UAB Metalo Meistrai 70,311 115,028
UAB Alinta 76,647 127,974
Other related companies

UAB Keltecha 52,838 217,632
UAB Gelbera 30,769 18,084
UAB Convestus 122,235 0
UAB Sostinés Gatves 705,410 0
UAB Auk3taitijos Traktas 0 48,963
Loans receivable:

AR PaneveéZio Keliai 10,000,000 6,153,552
UAB PST Investicijos 6,777,444 1,495,197
Q0O Baltlitstroj 2,476,238 993,313
SIA PS Trest 12,060 12,000
Kingsbud Spzoo 34,864 0

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current
transaction between knowledgeable willing parties on an arm’s length transaction, other than in
forced or liquidation sale. Fair values are obtained from quoted market prices, discounted cash
flow models and option pricing models as appropriate.

Carrying amount of trade amounts receivable, amounts payable and short-term credit lines is
close to their fair value. The fair value of the long-term debt is based on the quoted market price
for the same or similar issues or on the current rates available for debt with the same maturity
profile. The fair value of non-current loans, borrowings and other payables with variable interest
rates approximates their carrying amounts,

The fair value of the assets and liabilities reported in the statement of financial position as at 31
December 2010 do not differ significantly from their carrying amounts.

Subsequent events

There were no other subsequent events which would have an effect on the financial statements or
require a disclosure.
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Correction of errors

Before 2010, tantiemes were recognized as costs in the moment the cash was paid to receivers of
the tantiemes. In 2010, tantiemes were booked on a accrual basis; part of expenses, related to the
income generated during the accounting peried, is recognized as costs. Accordingly, the result
for 2009 and equity were adjusted by 1,145 thousand Litas.

Managing Director Dalius Gesevidius




PANEVEZIO STATYBOS TRESTAS AB
CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2010

I ACCOUNTING PERIOD COVERED BY THE ANNUAL REPORT

The report covers the year 2010.

2. THE ISSUER AND ITS CONTACT DETAILS

Name of issuer

Authorised capital

Address of registered office
Telephone

Fax

E-mail

Legal-organisational form
Date and place of registration
Registration No.

Company Register code
VAT code

Administrator of Legal Entity
Register

Website

Public limited liability company PaneveéZio statybos
trestas

16,350,000 Litas

P. Puzino Str. 1, LT-35173 PanevéZys, Lithuania
(+370 45) 505 503

(+370 45) 505 520

pst@pst.lt

Public limited liability company

30 October 1993, Panevézys City Board
AB 9376

147732969

LT477329610

State Enterprise Centre of Registers

www.pst.[t

3, PRINCIPLE NATURE OF ACTIVITIES OF THE ISSUER

The main area of activities of the company and its subsidiaries (Group) is designing and

construction of buildings, structures, equipment and communications and other objects for

various applications in and outside Lithuania, real estate development. In addition to the above

activities, the company is engaged in rent of premises and mechanisms.
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4. CONTRACTS WITH INTERMEDIARY OF PUBLIC TRADING IN SECURITIES

On 7 February 2006 the Agreement No. 5792 was signed with the Public Limited Liability

Company DnB NORD bankas located at Basanavi¢iaus Str. 26, Vilnius, which was entrusted to

manage the account of securities issued by the company.

5. DATA ON TRADING IN SECURITIES OF THE ISSUER IN REGULATED MARKETS

The ordinary registered shares of the PaneveéZio statybos trestas AB, totalling 16,350,000 pes.,

the nominal value of each being one Litas, have been on the Official Trading List of the Vilnius

Stock Exchange (VSE) since 13 July 2006.

Company share price variation at VSE in 2008 through 2010
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Company share price variation at VSE in 2010
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6. FAIR REVIEW OF THE COMPANY’S POSITION, PERFORMANCE AND DEVELOPMENT OF

THE COMPANY’S BUSINESS,

UNCERTAINTIES IT FACES

DESCRIPTION OF THE PRINCIPAL RISKS AND

In 2009 the company as well as the entire construction sector had suffered a significant decline,

however performance was stabilized in 2010 and the company was on the income in the level of

the year 2009 — 168.9 mln., whereas the profit had doubled. The parent company achieved a

fairly high net profitability level amounting 6% by not only recovering 3.6 mln. Litas of trade

debts considered bad in 2009 but also by successful work performance on construction sites. In

36



2010 the following projects were successfully completed and handed over for operation: Water
Supply and Waste Water Infrastructure Development in Siauliai, Construction of Waste Water
Treatment Facilities in Tauragé, Car Window Shop at Ukmergés Str. 427, BukiSkiai Village,
Vilnius District and Flash Tower Dryer Construction in UAB Philips Morris Lietuva.

Panevézio statybos trestas AB was awarded the gold medal of Product of the Year in the
Ecology and Environment Industry Group for Construction of Waste Water Treatment Facilities
in Taurage.

In 2010 the following branches were operating under the name of the company: Gerbusta,
focusing on construction of engineering networks and landscaping, Pastaty apdaila, carrying out
indoor and outdoor finishing works and Vilnius branch Genranga performing general
contracting activities and project management in Vilnius region. In 2010 the company resumed
activities of Klaipstata branch. Klaipstata performs general contracting activities and project
management in Klaipéda region.

Panevésio statybos trestas AB is in the process of expanding its activities and therefore on I1
August 2010 it established a subsidiary company Kingsbud Sp.zo.o. in the Republic of Peland.
The goal of the company is to carry out service of the main company and wholesale in
construction materials.

Market members value the company as experienced builder of large and technologically
complicated objects. Such approach of customers has been achieved in the result of hard work
and continuous internal improvement of the company — qualified and experienced employees
work for the company, the company has a few licences and certificates attesting that
management of the company is done in a qualitative manner and meets the requirements of the
European standards.

The company paid great attention to the quality of works carried out, environment protection and
safety. The company has successfully implemented and is working in accordance with the
quality management system LST EN ISO 9001:2008 and environment management system LST
EN ISO 14001:2005. To ensure prevention of accidents at work, occupational safety and health
violations of organizational manner in the company and reduce the number of occupational
diseases the company has implemented the occupational safety and health management system
meeting the requirements of the international standard BS OHSAS 18001:2007 (LST 1977:2008).

In 2008 the National Accreditation Bureau of Lithuania renewed accreditation for the
Construction Laboratory of the company for 5 mote years in accordance with LST EN ISO/IEC
17025:2005 thus granting the right to perform tests with construction materials.
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Valuable experience in the construction of complicated objects was gained in the course of the
years. The activities are widely developed in terms of both — services and geography because
projects are implemented not only in Lithuania. There are branches operating in Cherepovets and
Kaliningrad, Russian Federation, as subsidiary companies in the Russian Federation and
Republic of Poland.

Risk factors related to the company activities:

e Persistent decline in construction market;

¢ Low prices of construction services;

» Shortage of qualified labor;

¢ Extremely increased and intense competition;

s Damping;

e Delays in payments made by customers;

e Stringent credit terms at the banks;

¢ Black economy.

38



7. INFORMATION ON SUBSIDIARIES OF THE COMPANY

As of 31 December 2010 the Company Group of PanevéZio statybos trestas AB included the
following companies:

: 'Type of actmtles

' 'Subsmlarles"--f T olled
e _ i ek et S
Slg:dmedzs UAB Productlon of wood 100 Pramones Str 5
constructions : Panevézys
o _ . L . Tel.: +370 45 583341
Metalo meistrai UAB Production of metal 100 Tinkly Str. 7,
constructions PanevéZys,
_ _ _ Tel. 8 45 464677
Vekada UAB Electrical installation works 96 Marijony Str. 36,
Panevézys
. L L . Tel.: +370 45 461311
Vilniaus papede TUB Construction works 69 Svitrigailos Sir. 8,
' Vilnius. - - -
N ' L o . - Tel.: +37052609405
Alinita UAB Air conditioning equipment 100 Dubysos Str. 31,
: . Klaipéda .
Lo . e B L Tel.:+370 46 340363
KINGSBUD Sp.zo.o. Wholesale in construction 100 A Patli 16-400
materials : Suwalki, Poland .
PS TRESTS SIA Construction 100 Vietalvas Str. 5, Riga
BALTILSTROLI OO0 Construction 100 Sovetskij Ave. 43,
- '  Kaliningrad - -
L e e on L Tel: 0074012350435
PST [nvesticzjos UAB Real estate development 68 Konstitucijos Ave. ?
o : . Vilnius
) ' L L © Tel.:+370 52728213
Subsidiaties of PST mvestzcz;ov UAB o R
Ateities projektai UAB Real estate development and 100 Lvovo Str. 25, Vilnius
S sales - _ _ e e
Seskines projektai UAB ~ Real estate deve[opment and_ - 100 .. Lvovo Str. 25, Vilnius
L o sales: - R o L
Sakaliskes UAB " Real estate deveiopment and' 100 Lvovo Str. 25, Vilaius
e ' ‘sales 2 o e
Kauno erdve UAB Real estate development and 100 Lvovo Str, 25, Vilnius
o . sales o R
Verkiy projektas UAB Real estate development and 100 Lvovo Str. 25, Vilnius
. sales _ .
ISK Baitevromarket ZAO Construction investment 100 Chernyakhovsk Str. 6,
company Kaliningrad

The financial statements of the PS Trests SIA were not consolidated in the financial reporting of

the Group due to their insignificance to the Group.
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Skydmedis UAB (company code 148284718) was established and began its activities on 17 June
1999. The main activity of the company is fabrication of wood structures and joinery for
construction purposes, cutting and planing of wood, fabrication and construction of pre-
fabricated panel houses, wholesale and retail in construction materials, production of pallets,
stands and other wooden items for loading, building outfit.

In 2010 the income of the company amounted 4,208 thousand Litas and the company earned 223
thousand Litas of net profit.

The main activity indicators of Skydmedis UAB are as follows:

Income frbr:n Se;fes, tII.l(.).u.sz.l.ﬁ.ds. Lt T 56957 ~ 26136 42076
Gross profit, thousands Lt 1093.0 483.4 943.0
Net profit, thousands Lt 78.8 16 222.0
Gross profitability 19.2% 18.5% 22.4%
Net profitability (4% | 02% | 53%
Return on equity (ROE) 9.39 (.55 0.2}
Current fiquidity ratio 1.96 2.3 1.8
Acid test (Quick) ratio 1.37 2.0 1.4

Tn 2009 the company applied for support in New Possibilities for Productivity Increase in UAB
Skydmedis Related to Export Expansion in the Scandinavian Market. In 2010 implementation of
this project has been started successfully, in 2011-2012 great efforts will be made to expand the
market in the Scandinavian countries using funding based on that project.

At the end of 2010 Skydmedis UAB had 51 employees. The share capital is divided into one
thousand ordinary shares the value of one share being 500 Litas. The main share holder is
Panevezio statybos trestas AB holding 100 % of shares.

Metalo meistrai UAB (company code 148284860) was founded on 16 June 1999 and started its
activity on 1 July 1999. The company is engaged in fabrication of various metal structures and
their elements; another business line is rent of small-size scaffolding. At the end of 2010 the
company had 42 employees.

The main activity indicators of Metalo meistrai UAB are as follows:
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Income from sales, thousands Lt | 90172 | 2539 | 5876
Gross profit, thousands Lt 1109,7 -2.4 745
Net profit, thousands Lt 253,6 -400 250
Gross profitability 12,3% -0,1% 12,7%
Net profitability 2.8% -15,8% 4,3%
Return on equity (ROE) 16,29 -34,55 17,77
Current liquidity ratio 1,48 1,99 1,86
Acid test (Quick) ratio 0,94 0,73 0,99

There were no changes in authorized share capital and the share holder structure, i.e. as before,

the share capital totalling 500,000 Litas is divided into 1 000 ordinary shares the value of one

share being 500 Litas. The main share holder is PanevéZio statybos trestas AB holding 100 % of

shares.

Vekada UAB (company code 147815824) was established on 1 January 1963 and had the name

of Elektros montavimo valdyba (Electrical Installation Department), later on 16 May 1994 it was

re-registered as Vekada UAB. The main activities of the company are electrical installation

works on subcontracts. In 2010 in addition to the usual electrical engineering activities the

following low current related work areas were in the process of introduction: communications

(telecommunications), safety and fire alarm, control (automation) of engineering systems, video

systems and computer networks. At the end of 2010 the company had 60 employees.

The main activity indicators of Vekada UAB are as follows:

Sl 2008 12009 ) 2010,
Iﬁcénﬁe fré;ﬁ .sale.s.,..th.o.usﬁﬁd:s'Lt. 170345 .' 94948 | 97700
Gross profit, thousands Lt 37866 | 12132 11400
Net profit, thousands Lt 16520 921 4280
Gross profitability 22% | 128% |  11.7%
Net profitability 0% | 02% |  -44%
Return on equity (ROE) 32.83 0.38 917
Current liquidity ratio 2.35 3.17 7.99
Acid test (Quick) ratio 1.97 2.87 7.28

The negative result for the year 2010 is attributable to bad debt rating.
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During the accounting year there were no changes in the authorised shear capital of the company
and structure of the share holders, i.e. as before, the share capital amounting 211,488,000 Litas is
divided into 52,872 ordinary shares the value of one share being 4 Litas. The main share holder
is Panevézio statybos trestas AB holding 95.6 % of shares, other part is hold by legal persons.

Alinita UAB (company code 141619046) was established on 8 December 1997. The main
activities of the company are ventilation, air-conditioning, designing and installation of heating
systems in the buildings, district heating supply units and boiler houses, indoor water supply
sewerage and fire fighting systems, pump stations. In 2010 the company had 28 employees. The

main activity indicators of 4/inita UAB are as follows:

o[ 2008 - T 2009 | 2010
. I.nééﬁi.é .fr.orr.i. éaieé, thOIIHISé.n.(:iIS.Lt — 21286 - I l..73. - 1578
Gross profit, thousands Lt 571.0 49.858 174
Net profit, thousands Lt 66.0 -260.8 -142.0
Gross profitability 26.8% 43% |  L1.0%
Net profitability 3.1% -22.2% -9.0%
Return on equity ( (ROE) 13.75 -118.86 -1.83
Current liquidity ratio 3.74 1.31 0.99
Acid test (Quick) ratio 3.49 i.18 0.93

The share capital of the company totalling 10,000 Litas is divided into 100 ordinary shares the
value of one share being 100 Litas. In 2004 Panevézio statybos trestas AB acquired 100 % of
shares.

Vilniaus papédé TUB (company code 12545197) is the general partnership founded in 2000.
The partnership was established for the period of building of the Royal Palace. The partnership
does not make any profit from its activities, and its expenses are distributed among the
partnership members in proportion to their activities carried out. The capital of the company is
comprised of contributions of its founders totalling 14,500 Litas. 10,000 Litas accounting for 69
per cents was the contribution of Paneveézio statybos trestas AB. Other founders are also legal
persons.

Baltlitstroij OO0 (company code 236006) was founded and started its activities on 20 October
2000. The main activity of the company is construction works. In 2010 the company had 347

employees.
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The main activity indicators of BALTLITSTROII OOO are as follows:

S Do | 2008 2009 ) 2010
Tnoome from sales, thousands Lt | 289953 | 12319 | 25473
Gross profit, thousands Lt 2456.0 224.5 3632
Net profit, thousands Lt 2064.4 -1317 -105
Gross profitability 8.5% 1.8% 14.3%
Net profitability 7.1% -10.8% -0.4%
Current liquidity ratio 1.26 0.80 0.8t
Acid test (Quick) ratio 1.26 0.78 0.77

The negative result for the year 2010 is attributable to bad debt rating.

The authorised capital of the company amounts 12,000 thousand Roubles, 100 % of shares are

held by PanevéZio statybos irestas AB.
PST investicijos UAB (company code 124665689) was founded on 23 December 1998. The

main activity of the company is preparation and sales of real estate. On 31 December 2010 the

company group of PST investicijos UAB consisted of the parent company PST investicifos UAB

and the following subsidiary companies: Sakaliskés UAB, Kauno erdve UAB, Ateities projektai

UAB, Verkiy projektas UAB, Seskines projektai UAB, Baltevromarket ZAO ISK.

The main activity indicators of PST investicijos UAB are as follows:

Income from sales, fhowsands Lt | 3896 -1923| 1329
Financial and investment activitieé, - _

thousands Lt 5149 | -49861 | 10035
Net profit, thousands Lt 35070 | 16598 | 7961
Return on equity { (ROE) 199 -511.18 48.90
Current liquidity ratio [0.13 126 3072
Acid test (Quick) ratio 9.91 23| 3.0

In the first half of 2010 PST investicijos UAB lost control in two companies: GeluZés projektai

UAB (sold) and Smiltyny kalvos UAB (bankruptcy proceedings initiated). As in the Consolidated

Statement the real estate projects had been assessed up to net realisable value in the previous
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years, after losing their control the profit amounting 10 min. Litas was reflected in the Profit
(Loss) Statement and this increased the profit of PST investicijos UAB Group.

The main share holders of the company are PanevéZio statybos trestas AB (68.34 %) and
Panevézio keliai AB (25.25 %). The remaining part of shares is hold by several legal persons
(8.49 %). As of 31 December 2010, the authorized capital of the company is 49,404,500 Litas
and it is divided into 494,045 registered ordinary shares the nominal value of one share being
100 Litas.

KINGSBUD Sp.zo.0. (company code 200380717) was founded on 11 August 2010. The main
activity of the company is wholesale in construction materials. The goal of the company is to

catry out service of the main company and wholesale in construction matetials.

“Income from sales, thousands Lt | 61
-”GI.‘éSS pfoﬁf, thoﬁs_ﬁn_ds Lt - - 89
Net.proﬁt,_ fﬁdusands Lt -347
Gzoss prbﬁfabiiity B 145%
Gross pr(_)ﬁt_é_'bilit.y - ~56.7%
Return on Bquity (ROB) | -11446
Curcent liquidity ratio | 023
“Acdtest (Quickyratio | 023

The authorized capital of the company amounts to 5000 zlotys. The capital is divided into 100
contributions of the nominal value of 50 zlotys each. PanevéZio statybos trestas AB controls 100

%% of shares.

8. ANALYSIS OF FINANCIAL AND NON-FINANCIAL PERFORMANCE, INFORMATION
RELATED TO ENVIRONMENTAL AND EMPLOYEE MATTERS

In 2010 the income of the group increased by 8.6 percents compared to 2009 and amounted
200.5 mln. Litas (184.7 mln. Litas in 2009). The company was on the income of 168.9 mln. Litas
(167.7 min. Litas in 2009). During the reporting year the PST Group was on the income of 17.9
mln. Litas whereas in 2009 the PST Group suffered losses totalling 15.5 mln. Litas. In 2010 the

net profit of the company was 10.1 mln. Litas, whereas in 2009 it was 4.8 mln. Litas.
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Income and net profit variation for the company:
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3 Income thousand Lt —¢— Net profit

All financial data in the present annual report have been calculated following the International
Financial Accounting Standards (IFAS) and expressed in the national currency of Lithuania - the
Litas (Lt).

The results (thousands Litas) of the parent company and the Company Group of PanevéZio

statybos trestas AB for the years 2008 through 2010 are as follows:
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The operating income of the company based on business segments is from building and erection

activities. In 2010 the income of the group from the above mentioned activities totaled 96.2 %,

from real estate rclated activities — 0.7 percents and the made products and other income

amounted to 3.1 %. In 2009 the corresponding figures were as follows: building and erection -

98 % and other activities — 2

2009.

%. The Group had no income from real estate related activities in
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( thousands Lt) : : 9
Construction works 572.53 181.17 192.90 558.90 167.70 168.90
Real estate 3.90 -0.19 1.33
Products produced 421 2.01 341
Other 545 | 1.70 2.90
110,0%-

90,0% |

70,0%

50,0% |

30,0%

10,0% |

-10,0% ; 5

2008 g 2009 2010
Group
| g Construction works B Real estate m Other a2
Income from main activity (thousands Lt) by geographical segments:
T Growp. | - Compamny . -
2008 12009 0 |o20100 02008 0 2009 | 2010 00

Lithuania 550.23 176.97 180.60 526.35 160.30 155.65
Russian Federation 32.55 7.40 17.11 32.55 7.40 13.26
Scandinavian countries 3.04 0.31 221
Other countties 0.27 | 0.00 0.61

In the year 2010 the main activity of the company was performed in Lithuania and made 92.2 %

of all works carried out by the company (95.6 % in 2009). The income of the group from the

works performed inside Lithuania made 90.1 % of the income whereas in 2009 it was 95.8 %.
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9, IMPORTANT

EVENTS HAVING OCCURRED SINCE THE

FINANCIAL YEAR

There were no important events since the end of the preceding year.

END OF THE PRECEDING
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10. PERFORMANCE PLANS AND FORECASTS OF THE COMPANY

It is likely that the coming year will still not be easy both for the company and entire
construction sector. The biggest problem is the reserved approach of banks towards construction
sector and keen competition when consiruction companies willing to be awarded the contract at
any price offers unreasonably low costs for project implementation resulting in inability to

ensure the project quality and endangering project completion.

Panevézio statybos trestas AB is planning to make a reach of good results in the year 2011 and
exceed the sales level of 2010. Though the economical background in the couniry and
construction sector is not favourable, next year we will try to maintain stability by proceeding
with the already started activities, looking for possibilities for new project implementation and

striving for the goal to remain the largest construction company in Lithuania.

1f. AUTHORISED CAPITAL OF THE ISSUER AND ITS STRUCTURE

As of 31 December 2010 the authorised capital of the company amounted to 16,350,000 Litas,
divided into 16,350,000 ordinary registered shares (ORS) the nominal value of each share being
1.00 Lt. All shares are non-certificated and fully paid. The proof of ownership is the record in the

securities accounts.

The composition of the issuer’s authorised capital is as follows:

CYPROTTEE . shares(pes)  value(Lt) value (L) . code
Ordinary registered shares (ORS) 16,350,000 1 16,350,000 101446

12. INFORMATION ON THE SHAREHOLDERS OF THE ISSUER

The number of shareholders holding or controlling more than 5 percents of the authorised capital

of the company as of 31 December 2010 was 2256:
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."__'r'-_Number of iohnov o Percentage of __'”Percentage of
._Pelcentage votes granted

. registered : cof o ho by the shares -together w1th
-'-__sh"a're's- h’éid{__o i authonsed
" property: : pltal held

'S*E“fe"*’“f’“) ownerstipright e v

C(pes)

Pahevééio.keliai AB | _
S. KerbedZio g. 7, PanevéZys, 8 138932 49.78 49,78 -
Company code 147710353,

Bank of New York as custodian or

{rustee .

One Wall Street, New York, NY I 040 000 6.36 6.36 -
10286, USA :

GSP181305

Skandinaviska Enskildas Banken

Ehent§, Litvalaia 8, 15040 Tailing, 1017 155 6.22 6.02
stonia,

502032-9081

Vote distribution as of 31 DEC.2010

37.84%

49.78%

6.22%. L.6.36%

@ AB Panewzio keliai & Bank of New York
- 0 Skandinaniska Enskildas Banken clients Other shareholders

None of the sharcholders of the issuer has any special control rights. All shareholders have equal

rights prescribed by Section 4 of the Law on Companies of the Republic of Lithuania.

The number of shares catrying votes at the general meeting of shareholders of Panevézio

statybos trestas AB is 16,350,000.
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13,

The Annual General Meeting of the Shareholders of Panevézio statybos trestas AB that took place on 5

DIVIDENDS

May 2010 made the decision to pay dividends in the amount of 1,144,500 Litas (0.07 Litas per share) and

bonuses in the amount of 1,144,500 Litas. Dividends are paid by DnB NORD bank in accordance

with the contract. As of 30 September 2010, 99 per cent of dividends have been paid.

Profit of financial allocated for dividerids.

2006

— o

2009

Lt

.Té.fé.l.amg)uﬁt.ailoéated for &ividéﬁds,

2779500

3760500

1144500

1144500

Dividends per share

0.17

0.23

0.07

0.07

Ratio of dividends to net profit, %

15.8%

15.1%

2.4%

23.8%

Dividend profitability (dividends per
share / share price as of the end of the
period), %

1.1%

1.5%

4.7%

1.8%

14,

EMPLOYEES

The number of employees in the Group as of 31 December 2010 was 1067, in the company -

862.

‘Average number
- ofemployees - |

_ Year 2009

‘Company

_ Group

_Company.

Management

29

11

32

12

Specialists

219

271

217

Workers
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784

665

900

300

800 |-~
700 |
800 |
s |
a00 |

200 -
100 |-

2009

Company

a Managerﬁant

@ Specialists

® Workers |
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Education level of the Company employees for the end of the period:
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4 1
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51

15
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i
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Company
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The decrease in wages was conditioned by the drop of construction prices and reduction in the

scope of work.

The labour contracts do not include any special rights or obligations of employees or some part

of them.

In 2009 the company paid much attention to qualification improvement. Training in the company

is done in three directions using:
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1. Services of Lithuanian Builders Association (means of EU Structural Funds).
2. Services of training arranging institutions (external training).

3. Services of higher education institutions (employee studies).
15. PROCEDURE FOR AMENDMENT OF THE ARTICLES OF ASSOCIATION OF THE ISSUER

The Articles of Association of the Company may be amended on by the General Meeting of
Shareholders by at least 2/3 majority vote of the total votes of the shareholders attending the
meeting. The resolution amending the Articles of Association shall be adopted in the procedure

set forth in Articles 27 or 30 of the Law on Companies of the Republic of Lithuania.
16, MANAGEMENT BODIES OF THE ISSUER

Referring to the Articles of Association of PanevéZio statybos trestas AB, the management
bodies of the company are the General Meeting of Sharcholders, the Board and the Managing

Director. The Supervisory Council shall not be formed in the Company.

The competence of the General Meeting of Shareholders shall not be different from that of the

competence specified in the Law on Companies.

The Board of the Company consisting of five members shall be elected by the General Meeting
of Shareholders for a period not longer than 4 years. At present there are four members in the
Board. The procedure of electing and dismissing the members of the Board shall not different

from that prescribed by the Law on Companies.

The Board is led by the Chairman of the Board. The Board shall elect the Chairman from the

members of the Board.

The Board shall elect and dismiss the Head of the Company — Managing Director, fix his salary,

set other terms and conditions in the employment contract with him, approve his job description,

give incentives and impose penalties.

The Head of the Company shall be the single-person management body of the company in

charge to organise current business activities of the company based on the authority granted.
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The Board:

REMIGIUS JUODVIRSIS - the Chairman of the Board. No membership in the capital of the

company. Membership in the activities or capital of the companies below:

COMPANY ' AME _

N _NUMBER

' CAPITAL % TES, %

i CAPACITY  orsuHARps L
I’ERTIUS UAB 704 638 80 80
PANEVEZIO KELIAI AB Member of the Board 531,675 28.47 28.47
LAUKTUVES JUMS UAB Member of the Board 11,069 50.15 50.15
POKSTAS UAB 261 50 50
KLOVAINIUSKALDA AB 203,526 3.78 3.78
GELBERA UAB Member of the Board 34 34 34
KELTECHA UAB Member of the Board
EMULTERKA UAB 14 14.0 14.0
GUSTONIU ZUT UAB Member of the Board 18,027 49.04 49.04
SPECIALIZUOTA
KOMPLEKTAVIMO 21 490 9,29 9,29
VALDYBA AB
IGNALINOS STATYBA UAB Member of the Board 61,351 37.93 37.93
TAMSUMA UAB
(adjudicated in bankruptcy)

NAUJASIS UZUPIS UAB Chairman of the Board

PANEVEZYS UAB Member of the Board 157,191 49 98 49.98

PANEVEZIO STATYBOS Chairman of the Board 0 0 0

TRESTAS AB

PANODEN UAB Member of the Board

PST INVESTICIJOS UAB Member of the Board 16,407 4.4 4.4

KIRTIMU AUTOTRANSPORTAS  Member of the Board -

AB

CONSTRUCTUS UAB Member of the Board 1,669 4.5 4.5

{adjudicated in bankruptcy)

CONVESTUS UAB Vice-President, 50,000 50 50
Chairman of the Board

UPES SLENIS UAB

(adjudicated in bankruptcy)

ALPROKA UAB Chairman of the Board

KAUNQ TILTAI UAB 492 0,31 0,31

Term of office: November 2010 through November 2014

No previous convictions.

GVIDAS DROBUZAS — the Member of the Board member. No membership in the capital of the

company. Membership in the activities or capital of the companies below:

COMPANY NAME -CAPAC[TY OF ,‘;ﬁ" AL o YOTES
'  SHARES % W
“PANEVEZIO KELIATAB. ~Chairman of the Board 529,861 2833 2833
LAUKTUVES JUMS UAB Member of the Board 11,001 49.85 49.85
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POKSTAS UAB Director 261 50.0 50.0

KLOVAINIU SKALDA AB 203,129 3.77 3.77
GELBERA UAB Member of the Board 34 34 34
EMULTEKA UAB 12 12.0 12.0
GUSTONIU ZUT UAB Member of the Board 18,028 49,04 49.04

TGNALINOS STATYB4 UAB

TAMSUMA UAB
{adjudicated in bankruptcy)

PANEVEZIO STATYBOS Member of the Board - - -

TRESTAS AB

PANEVEZYS UAB Member of the Board 157,225 4998 4998

SPECIALIZUOTA 21,470 9.28 928

KOMPLEKTAVIMO VALDYBA

AB

PST INVESTICIIOS UAB Chairman of the Board, 12,644 2.9 2.9
Director

CONSTRUCTUS UAB

(adjudicated in bankruptcy)

NAUJASIS UZUPIS UAB Member of the Board

CONVESTUS UAB President, 50,000 50 50
Member of the Board

UPES SLENIS UAB

{adjudicated in bankruptcy)

ALPROKA UAB Member of the Board

KAUNO TILTATUAB 492 0,31 0,31

MEINORA UAB Director 100 100 100

SERANA U AB Director 100 100 100

Term of office: November 2010 through November 2014

No previous convictions

IRMA ABRAMAVICIENE -~ the Member of the Board. Membership in the capital of the

company below:

NUMBER ~ CAPITAL . 'VOTES

COMPANY NAME CAPAC{TY S ORSHARES' e gt

CON VES‘TUS UAB - Intemai audtto: - - -

Terms of office: November 2010 through November 2014

No previous convictions

VILIUS GRAZYS — the Member of the Board. No membership in the capital of the company.

Membership in the activities or capital of the companies below:

- NUMBER . CAPITAL = VOTES

COMPANY NAME o CAPACITY S R SHARBS 106 o e
AKVALOA UAB 500 3333 3333
EMULTEKA UAB 1 1 T
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BASS UAB 40 46 40

PANEVEZIO STATYBOS TRESTAS AB Member of the Board

PANEVEZIO KELIAf AB Member of the Board 101735 5.45 5.45

Terms of office: November 2010 through November 2014

No previous convictions

ARTURAS BUCAS — the Member of the Board. No membership in the capital of the company.

S NUMBER OF CAP[TAL o VOTES - o
COMPA_N_Y NAME i CAPACI’I‘Y 'SHARES. % i g
DVARCION[U KERAM[KA AB Shal eholder 356 0. 0036 0.0036
PANEVEZIO KELIAT AB Member of the Board

Terms of office: November 2010 through November 2014

No previous convictions

Administration:

DALIUS GESEVICIUS - Head of the Company Administration, Managing Director. Holds 15

shares of the Company. University education (VISI, 1984, construction engineering).

No previous convictions.

DANGUOLE SIRVINSKIENE — Chief Accountant of the Company. Holds no shares of the
Company. University Education (LZUA, 1983, accounting - economics).

No previous conviction.

Information on money amounts during the accounting period (Litas):

Board of the Company
Total calculated amount 1,216,402
Average per member 243,280
Head of the Chief
Company Accountant
Calculated money amount 261,641 92,234

56



Audit committee

Following Article 52 of the Law on Audit of the Republic of Lithuania, the General Meeting of
Shareholders of PanevéZio statybos trestas AB elects the audit committee. The audit committee
consists of three members one of them being independent. The term of office of the audit

committee is one year. The continuous term of office of a committee member cannot exceed 12

years.

The following members make the audit committee at PanevéZio statybos trestas AB — Roma
Morozoviené (Panevézio statybos trestas AB), Regina Sukarevidiené (PaneveéZio statybos trestas

AB) and Irena Kriaugiliniené — an independent auditor.

17. ALL MATERIAL AGREEMENTS TO WHICH THE ISSUER IS A PARTY AND WHICH WOULD
COME INTO EFFECT, BRE AMENDED OR TERMINATED IN CASE OF CHANGE IN THE
ISSUER'S CONTROL, ALSO THEIR IMPACT EXCEPT THE CASES WHERE THE
DISCLOSURE OF THE NATURE OF THE AGREEMENTS WOULD CAUSE SIGNIFICANT

DAMAGE TO THE ISSUER.

None

18. ALL AGREEMENTS OF THE ISSUER AND THE MEMBERS OF ITS MANAGEMENT BODIES
OR THE EMPLOYEE AGREEMENTS PROVIDING FOR A COMPENSATION IN CASE OF THE
RESIGNATION OR IN CASE THEY ARE DISMISSED WITHOUT DUE REASON OR THEIR
EMPLOYMENT IS TERMINATED IN VIEW OF THE CHANGE OF CONTROL OF THE ISSUER

None

19. INFORMATION ON SIGNIFICANT TRANSACTIONS BETWEEN THE RELATED PARTIES

All transactions between the related parties are provided in the Annual Financial Statement.

20. INFORMATION ON COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

The information regarding compliance with the corporate governance code is presented in the

Appendix 1 to the Annual Report.
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21.

PUBLICLY DISCLOSED INFORMATION

itle of announcement

© announcement

Convening of the Annual General Meeting

of the Sharcholders Notification on material event Lt, En 2203 2011
Performance Results for 2010 Interim information Lt, En 28022011
gg;‘g"’m&“ce Results for Nine Months of | i1 information L4, En | 25112010
New Chairman of Board Elected at Notification on material event | Lt En | 05 112010
PanevéZio statybos trestas AB

Resolutions Adopted by Extraordinary A .

General Meeting of Shareholders Notification on material event Lt, En 05112010
Draft Resolutions of Extraordinary . . . ,

General Meeting of Shareholers Notification on material event Lt, En 14 102010
Convening of the Extraordinary General . .

Meeting of the Sharcholders Notification on material event Lt, En 04 102010
Opinion of the Board of Panev¢zio

statybos Notification on material event it, En 29092010
trestas AB on the Submitted Tender Offer

Regarding approval of offer circular Notification on material event Lt, En 2709 2010
Interim report for the 6 months of 2010 Interim information Lt, En 3108 2010
g’glif(g)mance Results for the First Half of Notification on material event Lt, En 31082010
OR;;%E;rdmg the non-competitive formal Notification on material event [i, En 13 08 2010
New PST subsidiary in Poland Notification on material event Lt, En 13 082010
Financial statement for the Q1 2010 of AB e

Panevesio statybos trestas Interim information Lt, En 17052010
Operating Results for the First Quarter of | Notification on material event | Lt En | 17052010
Resolutions of the Reconvened General . . .

Mesting of the Shareholders Notification on material event Lt, En 05 052010
Sf?egra rding the non-competitive formal Notification on material event Lt, En 05 05 2010
Reconvening of the Annual General . . .

Meeting of the Shareholders Notification on material event Lt, En 2004 20190
ng e g ST" The general meeting did nottake Notification on material event I.t, En 1904 2010
Audited company and consolidated

financial Annual information Lt, n 14 04 2010

statement for 2008
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Convening of the Annual General Meeting
of the Shareholders

Notification on material event

Lt, En

2903 2010

Preliminary Results of PST Group for the
Year 2009

Intermm information

Lt, En

26 02 2010

All notices of Panevezio statybos trestas AB to be made public in accordance with the legal

requirements are announced following the timelines prescribed by the laws and legal acts of the

Republic of Lithuania. Notices of material events of the Company are presented to the Securities

Commission of the Republic of Lithuania, Vilnius Stock Exchange, information disclosure and

disseminations system OMX Company News Service and published on the webpage of the

Company.

Managing Director

Dalius Gesevidius




Appendix to the Consolidated annual report

Disclosure form concerning the compliance with the Governance Code for the
companies listed on the regulated market

The public limited liability company ,, Panevezio statybos trestas ", 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
PRINCIPLES/ RECOMMENDATIONS NOT COMMENTARY
APPLICABLE,

Principle 1: Basic Provisions

The overriding objective of 4 company should be to operate in common interests of all the shareholders by optimizing over time

shareholder value,

1.i. A company should adopt and make public the Yes The company’s strategy and objectives are made public in the
company’s development strategy and objectives by clearly website hitp//www.pst.lt and notices for the Vilnius Stock
declaring how the company intends to meet the interests of Exchange and in the periodic notices to the BNS news agency,
its shareholders and optimize sharcholder value. notices in the newspapers, at the press conferences.

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.

13. A company’s supervisory and management bodies Yes The board of the company is responsible not only for the
should act in close co-operation in order to attain maximum strategic management of the company but also analyses and
benefit for the company and its sharcholders. evaluates the material on all items of the company activities

presented by the managers: implementation of activity
strategy, activity arrangement, financial status, etc.

14. A company’s supervisory and management bodies Yes
should ensure that the tights 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 funetions between the company’s bodies, protection of the
shareholders’ interests.
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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 furn, facilitate a more efficient and transparent
management process.

The collegial management body — the board and one-person
management body — managing director are set up in the
company. The collegial supervisory body — supervisory board
is not formed.

22. 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.

No

The supervision of the company’s activities and the
responsibility and control of the chief executive officer are
ensured by the board analyzing and evaluating the matcrial on
all items of the company activities presented by the chief
executive officer.

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 chiefl
executive officer.

One collegial management body is formed — the board that
effectively supervises the functions performed by the
company’s chief executive officer.

2.4. The collegial supervisory body to be clected by the
general sharcholders” meeting should be set up and should
act in the manner defined in Principles 11l and IV. Where a
company should decide not to set up a coliegial supervisory
bedy but rather a collegial management body, i.e. the board,
Principles IIE and IV should apply to the board as long as
that does not contradict the essence and purpose of this
body.!

Yes

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 smafl group of individuals can dominate
decision-making on the part of these bodies.

Yes

The company board is made of 3 members and this number is
considered to be sufficient.

' Provisions of Principles HI and IV are more applicable to those instances when the general shareholders’ meeting elects the
supervisory board, i.e. a body that is essentially formed to ensure oversight of the company’s board and the chief executive officer and
to represent the company’s shareholders. However, in case the company docs not form the supervisory board but rather the board, most
of the recommendations set out in Principles 111 and IV become important and applicable to the board as well. Furthermore, it should be
noted that certain recommendations, which are in their essence and nature applicable exclusively to the supervisory board (c.g.
formation of the committees), should not be applied to the board, as the competence and functions of these bodies according to the Law
on Companies of the Republic of Lithuania (Official Gazette, 2003, No 123-5574) are different. For instance, item 3.1 of the Code
concerning oversight of the management bodies applies to the extent it concerns the oversight of the chief executive officer of the
company, but not of the board itself; item 4.1 of the Code concerning recommendations to the management bodies applies to the extent
it relates to the provision of recommendations to the company’s chief executive officer; item 4.4 of the Code concerning independence
of the collegial body elected by the general meeting from the company’s management bodies is applied to the extent it concerns
independence from the chief executive officer.

2 Definitions ‘executive director’ and ‘non-executive director’ are used in cases when a company has only one collegial body.
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2.6. Non-executive directors or members of the supervisory
board should be appointed for specified terms subject to
individual re-clection, at maximum intervals provided for in
the Lithuanian legislation with a view to ensuring necessary
development of professional experience and sufficiently
frequent rcconfirmation 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.

No

The supervisory board is not formed.

2.7. Chairman of the collegial body elected by the general
sharcholders’ meeting may be a person whose current or
past 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 ensurc impartiality of the
supervision.

Yes

The chairman of the board is not and has never been the chief
executive officer of the company.

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 sharcholders 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 sharsholders’ 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.

Yes

The mechanism of the board formation ensures that the
minority shareholders were properly represented in the board.

3 Attention shoutd be drawn to the fact that in the situation where the collegial body elected by the general sharcholders’ meeting is the
board, it is natural that being a management body it should ensurc oversight not of all management bodies of the company, but only of
the single-person body of management, i.e. the company’s chief executive officer. This note shall apply in respect of item 3.1 as well.
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3.2. Names and sumnames 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 sharcholders 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.

Yes

The company collects and discloses all information about the
members of the collegial body, their professional background,
qualification, conflicts of interests in the perfodic reports of the
company that are published.

33. Should a person be nominated for members of a
collegiat body, such nomination should be followed by the
disclosure of information on candidate’s particular
competences relevant to histher service on the collegial
body. In order sharcholders 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.

Yes

3.4 In order to maintain a proper balance in terms of the
current qualifications possessed by its members, the desired
composition of the collegial body shatl be determined 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. At least one of the members of the remuneration
committee should have knowledge of and experience in the
field of remuneration policy.

Yes

The board is formed considering the company’s structure and
activitics, the experience of its members, diversity of
knowledge refated to the company activities allow doing the
work properly.

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

Yes

The new members are introduced with the company and the
regulations of the company board. The members of the board
constantly participate at various refresher courses and
seminars where they collect information about the essential
changes in the legal acts regulating the company’s activitics.
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3.6. In order to ensure that all material conflicts of interest
related with a member of the collegial body are resolved
properly, the collegial body should comprise a sufficient’
number of independent® members.

No

Historically the company ecxhibits the situation that the
sufficiency of the independent members has not been
considered. As the trading of the company shares takes place
actively and the minority shareholders take an active part in
the management of the company, the company will seek
implementation of this principle.

3.7. A member of the collegial body should be considered to
be independent only if he is free of any business, family or
other relationship with the company, its controlling
shareholder or the 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
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

includes

payment is no way related with later position) as
per pension plans (inclusive of deferred
compensations);

Four members of the Board are the members of the Board of
the largest shareholder - the related company. One member of
the Board works for the company that has important business
refations — provided internal audit and consultancy services.

* The Code does not provide for a concrete number of independent members to comprise a collegial body. Many codes in forcign
countries fix a concrete number of independent members (e.g. at least 1/3 or 1/2 of the members of the collegial body) to comprise the
coltegial body. However, having regard to the novelty of the institution of independent members in Lithuania and potential problems in
finding and electing a concrete number of independent members, the Code provides for a more flexible wording and allows the
companies themselves to decide what number of independent members is sufficient. Of course, a larger number of independent
members in a collegial body is encouraged and will constitute an example of more suitable corporate governance.

5 It is notable that in some companies all members of the collegial body may, due to a very small number of minority shareholders, be
elected by the votes of the majority shareholder or a fow major shareholders. But even a member of the cotlegial body elected by the
majority shareholders may be considered independent if he/she meets the independence criteria set out in the Code.
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4) Hefshe is not a controlling sharcholder or
representative of such sharcholder (control as
defined in the Council Directive 83/349/EEC
Article 1 Part 1);

5) Hefshe 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
consukting 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 eclected by the general
sharcholders’ meeting is the supervisory board) is
non-executive director or member of the
supervisory board, he/she may not also have any
other material refationships 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) Hefshe is not a close relative to an executive director
or member of the board (if a collegial body
elected by the general sharcholders” 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 1o special personal or company-related
circumstances.
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3.9. Necessary information on conclusions the collegial
body has come to in its determination of whether 2
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.

3.10. When one or more criteria of independence sct 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 cotlegial body,
the company should require independent members to have
their independence periodically re-confirmed.

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 sharcholders’ meeting should approve the
amount of such remuneration.

Yes

"The company has remunerated the members of the board for
their work for the year 2010 from the company*s funds and
plans to do this in future. The general meeting of the
shareholders approves the following amount for remuneration.

Principle IV: The duties and liabilities of a collegial body elected by the general sharehofders’ meeting

The corporate governance framework should ensure proper and effective Tunctioning of the collegial body elected by the general

shareholders’ mecting, and the powers granted to the co

Hlegial body should ensure effective monitoring’ of the company’s

management bodies and protection of interests of atl the company’s shareholders.

4.1, The collegial body clected 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 recommcndations to the
company’s management bodies and monitor and control the

company’s management performance.®

Yes

Once a quarter the board hear out the report of the chief
executive officer and the finance director of the company,
analyzes their activity and evaluates its effectiveness and
provides recommendations, if required. The board analyzes,
evaluates the draft of annual financial accountability of the
company and drafl profit (loss) allocation, and presents them
to the general meeting of the sharcholders.

6 It is notable that currently it is not yet completely clear, in what form members of the supervisory board or the board may be
remunetated for their work in these bodies. The Law on Companies of the Republic of Lithuania {Official Gazette, 2003, No 123-5574)
provides that members of the supervisory board or the board may be remunerated for their work in the supervisory board or the board

by payment of annual bonuses (tantiems) in the manner prescribed by Article 59 of this Law, i.e. from the com

pany’s profit. The

current wording, contrary to the wording effective before 1 January 2004, eliminates the exclusive requirement that annual bonuses

(tantiems) should be the only form of the company’s ¢
the Law contains no prohibition to remunerate members of the supervisory board or the board for their work in other forms,

bonuses, although this possibility is not expressty stated either.

7 See Footnote 3.

ompensation to members of the supervisory board or the board. So it seems that

besides

8 Qee Footnote 3. In the event the collegial body elected by the general shareholders’ meeting is the board, it should provide
recommendations to the company’s single-person body of management, i.e. the company’s chief executive officer.
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4.2. Members of the collegial body should act in good faith, Yes
with care and responsibility for the benefit and in the
interests of the company and its sharcholders with due
regard to the interests of employces 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 2 member consider that decision of the collegial
body is against the interests of the company. Should a
coltegial hody have passed decisions independent member
has scrious 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).

43. Each member should devote sufficient time and Yes The members of the company board participated at the
attention to perform his duties as a member of the collegial mectings of the board and each member gave enough time to
body. Each member of the collegial body should limit other perform the duties of a board member.

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.

4.4. Where decisions of a collegial body may have a | Yes
different effect on the company’s sharcholders, 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.

? It is notable that companics can make this requirement more stringent and provide that shareholders should be informed about failure
to participate at the meetings of the collegial body if, for instance, a member of the collegial body participated at less than 2/3 or 3/4 of
the meetings. Such measures, which ensure active participation in the meetings of the collegial body, are encouraged and witl constitute
an example of more suitable corporate governance.
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45. It is recommended that tiransactions {except Yes
insignificant ones due to their low value or concluded when
carrying out routine operations in the company under usual
conditions), concluded between the company and its
sharcholders, 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.

4.6. The collegial body should be independent in passing Yes
decisions that are significant for the company’s operations
and strategy. Taken separately, the collegial body should be
independent of the company’s management bodies™.
Members of 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 fo discharge their
duties, including the right to obtain, in particular from
employees of the company, all the necessary information or
1o seek independent legal, accounting or any other advice on
issues pertaining to the competence of the collegial body
and its commiitees. When using the services of a consultant
with a view to obtaining information on market standards
for remuneration systems, the remuneration committee
should ensure that the consultant concerned does not at the
same time advice the human resources department,
executive directors or collegial management organs of the
company concerned.

19 14 the event the collegial body clected by the general shareholders’ mecting is the board, the recommendation concerning its
independence from the company’s management bodics applies to the extent it relates to the independence from the company’s chief

executive officer.
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4.7. Activities of the collegial body should be organized in a
manner that independent members of the collegial body
could have major influence in relevant areas where chances
of occurrence of conflicts of interest are very high. Such
areas to be considered as highly relevant are issues of
nomination of 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, audit committees"
Companies should ensure that the functions aftributable to
the nomination, remuncration, 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 shouid 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,

remuneration, and

No

The collegial body of the company’s management is a board
performing the functions of the nomination, remuneration
committees. The board of the company selects the candidate
for the chief executive officer - managing director of the
company and the candidates for the other managers of the
company. It constantly evatuates their experience, professional
capabilities and implementation of the company’s strategic
goals, hears out the reports. The board of the company selects
the candidate for the external audit and provides proposals to
the general sharcholders’ meeting for approval.

On 5 May 2010 the audit committee was elected during the
reconvened Annual General Meeting of the Sharcholders

4.8. The key objective of the committees is to increase
efficiency of the activitics 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 exercise independent judgement and integrity when
exercising its functions as well as present the collegial body
with recommendations concerning the decisions of the
collegial body. Nevertheless the final decision shall be
adopted by the collegial bedy. 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.

Yes

4.9. Committees cstablished by the coliegial bedy should
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

Yes

The audit committee consists of three members. One member
conforms to the requirements for independence. The audit
committee is elected for the period of one year,

¥ The Law of the Repubtic of Lithuania on Audit (Official Gazetie, 2008, No 82-53233) determines that an Audit Commitiee shall be
formed in each public interest entity (including, but not limited to public companies whose sccurities are traded in the regulated market
of the Republic of Lithuania and/or any other member state ).
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collegial body. In cases when the company chooses not to
set up a supervisory board, remuneration and audit
committees should be entirety comprised of non-executive
directors. Chairmanship and membership of the committees
should be decided with due regard to the need to ensure that
commitiee membership is refreshed and that undue reliance
is not placed on particular individuats. Chairmanship and
membership of the committees should be decided with due
regard to the need to ensurc 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 by the oollegial body. Committess 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 vear, and their main activities. Audit
committce should confirm that it is satisfied with the
independence of the audit process and describe bricfly the
actions it has taken to reach this conclusion.

Yes

The rules of the audit committee were approved and published
on the website of the company

4.11. In order to ensure independence and impartiality of the
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 commitiee activities.

Yes

Applicable to the audit committes
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4,12. Nomination Committee.
4.12.1. Key functions of the nomination committes should
be the following:

» Identify and recommend, for the approval of the collegial
body, candidates to fill board vacancies. The nomination
committce should evaluate the balance of skills, knowledge
and expericnce 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 sharehelders
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 refated 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 sharcholders.
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
sepior management, chief executive officer of the company
should be consulted by, and entitled to submit proposals to
the nomination committee.

Not
appticable

The committee is not formed.

4.13. Remuncration Committee.

4.13.1. Key functions of the remuneration committce should
be the following:

+ Make proposals, for the approval of the collegial body, on
the remuneration policy for members of management bodies
and exccutive directors. Such policy should address afl
forms of compensation, including the fixed remuneration,
performance-based  remuneration  schemces, 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 sharcholders 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 remuncration 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;

« Ensure that remuneration of individual executive directors
or members of management body is proportionate to the
remuncration of other executive directors or members of
management body and other staff members of the company;
» Periodically review the remuneration policy for executive
directors or members of management body, including the
policy regarding share-based remuncration, and its
implementation;

» Make proposals to the collegial body on suitable forms of

Not
applicable

The commitiee is not formed.
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contracts for executive directors and members of the
management bodies;

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

» Make general recommendations to the exccutive directors
and members of the management bodies on the level and
structure of remuneration for senior management {as defined
by the coliegial 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 subscribc 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.

4,13.4. The remuneration committee should report on the
exercise of its functions to the sharcholders and be present
at the annual general meeting for this purpose.
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4.14. Audit Committee.

4.14.1, Key functions of the audit committes should be the
fotlowing:

» 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 sharcholders’
meeting) and with the terms and conditions of his
engagement. The commitiee 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 shoutd 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 (¢) permissible without referral to the
committee;

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

4.14.2. All members of the committee should be [urnished
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 justitication of such operations.

414.3. The audit commitice 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).

On § May 2010 the audit committee was clected during the
reconvencd Annual General Meeting of the Shareholders. The
audit committee consists of three members. The audit
committes organizes its work following the rules of the audit
committee approved during the meeting of the shareholders.
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The committee should be entitled, when needed, to meet
with any relevant person withous exccutive directors and
members of the management bodies present.

4.14.4. Internal and external auditors should be sccured with
not only cffective 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 commitiee 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 sigmificant
irregularities in the company, by way of complaints or
through anonymous submissions (mormally to amn
independent member of the collogial 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 Icast 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
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 cellegial body should, at
least once a year, make public (as part of the information the
company annually discloses on its management siructures
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.

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

bodices and decision-making and encourage active co-operation between the company’s bodies.
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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 coliegial
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 mcetings of the coliegial body. The
chairperson should ensure order and working atmosphere
during the meeting,

Yes

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 2
quarter, and the company’s board should meet at least once
a month'?,

Yes

The meeting of the company’s collegial body — the board takes
place based on the periodicity approved in advance and in
accordance with the planned agenda.

5.3. Members of a collegial body should be notificd 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 mceting should not be changed or supplemented
during the meeting, unless all members of the collegial body
are present or cerfain issues of great importance to the
company require immediate resolution.

Yes

Each member of the board can introduce himselfherself (o the
documents of the meeting, reports, and draft decisions three
days prior to the meeting day.

5.4, In order to co-ordinate operation of the company’s
collegial bodies and enswre 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.

Not
applicable

The supervisory board is not formed.

Principle VI: The equitable treatment of shareholders and sharcholder rights

12 The frequency of meetings of the coltegial budy provided for in the recommendation must be applied in those cases when both
additional collegial bodies are formed at the company, the board and the supervisory board. In the cvent only one additional collegial
body is formed in the company, the frequency of its meetings may be as established for the supervisory board, 1.e. at least once in a

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

6.1. It is recommended that the company’s capital should Yes The company’s capital is comprised from ordinary registered
consist only of the shares that grant the same rights to shares granting equal personal and non-property rights to their
voting, ownership, dividend and other rights to all their OWDETS.

holders.

6.2, It is recommended that investors should have access to Yes

the information concerning the rights attached to the shares
of the new issue or those issued earlier in advance, lLe.
before they purchase shares.

6.3. Transactions that are important to the company and its No The Articles of Association do not assign the decision making
shareholders, such as transfer, investment, and pledge of the to the general sharcholders’ mesting if they are related to the
company’s asscis or any other type of encumbrance should long-term assets the balance sheet value of which is higher

be subject to approval of the general shareholders’® than 1/20 of the company’s authorized capital, investment
meeting."? All shareholders should be furnished with equal transfer, rent, mortgage, purchase, etc.

opportunity to familiarize with and participate in the
decision-making process when significant corporate issues,
including approval of transactions referred to above, are

discussed.

6.4. Procedures of convening and conducting a general Yes ‘The place, date and time of the general sharcholders’ meeting
shareholders’ meeting should ensure equal epportunities for are chosen in a manner ensuring the possibilities to all

the shareholders to effectively participate at the meetings shareholders to attend the shareholders’ meeting actively. The
and should not prejudice the rights and interests of the shareholders arc informed about the convening of the general
sharcholders, The venue, date, and time of the sharcholders’ shareholders’ meeting in public and no later than 21 days prior
meeting should not hinder wide attendance of the to the meeting the sharcholders are allowed to familiarize
shareholders, themselves to the draft resolutions.

'3 The Law on Companies of the Republic of Lithuania (Official Gazette, 2003, No 123-5574) no longer assigns resolutions concerning
the investment, transfer, lease, mortgage or acquisition of the long-terms assets accounting for more than 1/20 of the company’s
authorised capital to the competence of the general shareholders’ meeting. However, transactions that are important and material for the
company’s activity should be considered and approved by the general shareholders” meeting. The Law on Companies contains no
prohibition to this effect either. Yet, in order not to encumber the company’s activity and escape an unrcasonably frequent
consideration of transactions at the meetings, companies are free to establish their own criteria of material transactions, which are
subject to the approval of the meeting. While establishing these criteria of material transactions, companies may follow the criteria set
out in items 3, 4, 5 and 6 of paragraph 4 of Article 34 of the Law on Companies or derogate from them in view of the specific nature of
their operation and their attempt to ensure uninterrupted, efficient functioning of the company.
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6.5. If is possible, in order to ensure shareholders living
abroad the right to access to the information, it is
recommended that documents on the course of the general
shareholders’ meeting should be placed on the publicly
aceessible website of the company not only in Lithuanian
language, but in English and /or other foreign languages 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 Lithuanian, English and/or other
forcign 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.

Yes

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

Yes

Each shareholder can participate in the meeting in person or
delegating the participation to some other person.

6.7. With a view to increasing the sharcholders’
opportunities to participate effectively at shareholders’
meetings, the companies are recommended to expand use of
modern technologies by allowing the sharcholders to
participate and vote in general meetings via electronic
means of communication. In such cases security of
transmitted information and a possibility to identify the
identity of the participating and voting person should be
guaranteed. Morcover, companies could furnish its
shareholders, especially sharcholders living abroad, with the
opportunity to watch shareholder meetings by means of
maodern technologies.

Principle V1I: The aveidance 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 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.

Yes
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7.2. Any member of the company’s supervisory and
management body may not mix the company’s assets, the
use of which has not been mutually agreed upon, with
his/her personal assets or usc 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 bensfit or for the benefit
of any third person without a prior agreement of the general
sharcholders’ meeting or any other corporate body
aunthorized by the meeting.

Yes

7.3. Any member of the company’s supervisory and
management body may conclude a transaction with the
company, 2 member of a corporate body of which he/she is.
Such a transaction {except insignificant ones due to their
low walue or concluded when carrying out routine
operations in the company under usual conditions)} must be
immediately reported in writing or orally, by recerding 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 ot to the company’s sharcholders. Transactions
specified in this recommendation are also subject 0
recommendation 4.5.

Yes

7.4, Any member of the company’s supervisory and
management body should abstain from voting when
decisions concerning transactions or other issues of personal
or business interest arc voted on.

Yes

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revision and disclosure of directors” remuneration cstablished in the company
should prevent potential contlicts 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 remuneration  policy (hereinafter the
remuncration statement) which should be clear and easily
understandable. This remuneration statement should be
published as a part of the company’s annual statement as
well as posted on the company’s website.

No

The company observes the motivation system of the directors
approved by the Board,

8.2. Remuneration statement should mainly focus on
directors’ remuneration potlicy for the following year and, if
appropriate, the subsequent years, The statement should
contain a summary of the implcmentation 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.

Recommendations provided in item 8.1 are not followed.
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8.3. Remuneration statement should leastwise include the
following information:

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

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

» An explanation how the choice of performance criteria
contributes to the long-term interests of the company;

« An explanation of the methods, applied in order to
determine whether performance criteria have been fulfilled;
+ Sufficient information on deferment periods with regard to
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,

« Sufficient information on the policy regarding termination
payments;

» Sufficient information with regard to vesting periods for
share-based remuneration, as referred to in point 8.13 of this
Code;

= Sufficient information on the policy regarding retention of
shares after vesting, as referred to in point 8.15 of this Code;
+ Sufficient information on the composition of peer groups
of companies the remuneration policy of which has been
examined in reclation to the establishment of the
remuneration policy of the company concerned;

» A description of the main characteristics of supplementary
pension or early retirement schemes for directors;

= Remuneration statement should not include commercially
sensitive information.

$.4. Remuneration statement should also summarize and
explain 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.

Recommendations provided in item 8.1 are not followed.
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8.5. Remuneration statement should also contain detailed
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 8.5.1 to 8.5.4 for each
person who has served as a director of the company at any
time during the relevant financial year.

8.5.1. 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 sharcholders 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
andfor profit sharing were granted;

= [f permissible by the law, any significant additionat
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
rermuneration, other than the items covered in the above
points.

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

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

+ 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;
* The number of share options unexercised at the end of the
financial year; their excrcise 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.

8.5.3. 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.

8.5.4. The statement should also state amounts that the
company or any subsidiary company or entity included in
the consolidated annual financial report 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.

No

Recommendations provided in item 8.1 are not followed.
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8.6. Where the remuneration policy includes variable
components of remuneration, companies should set limits
on the variable component(s). The non-variable component
of remuneration should be sufficient to aflow the company
to withhold variable components of remuneration when
performance criteria are not met.

Yes

The motivation system of the directors defining evatuation
criteria of performance results has been approved in the
company since 9 March 2007.

8.7. Award of variable components of remuneration should
be subject to predetermined and measurable performance
criteria,

Yes

The motivation system of the directors defining evaluation
criteria of performance results has been approved in the
company since 9 March 2007,

8.8. Where a variable component of remuneration is
awarded, a major part of the variable component should be
deferred for a minimum period of time. The part of the
variable component subject to deferment should be
determined in relation to the relative weight of the variable
component compared to the non-variable component of
remuneration.

Yes

The motivation system of the directors defining evaluation
criteria of performance results has been approved in the
company since 9 March 2007.

8.9. Contractual arrangements with executive or managing
directors should include provisions that permit the company
to reckaim variable components of remuneration that were
awarded on the basis of data which subsequently proved to
be manifestly misstated.

8.10. Termination payments should not exceed a fixed
amount or fixed number of years of annual remuneration,
which should, in general, not be higher than two years of the
non-variable component of remuneration or the equivalent
thereof,

No

Redundancy pay are allowed following the law of the
Republic of Lithuania

8.11. Termination payments should not be paid if the
termination is due to inadequate performance.

Redundancy pay are allowed following the law of the
Republic of Lithuania

8.12. The information on preparatory and decision-making
processes, 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 sharcholders® annual general mecting,

Yes

8.13. Shares should not vest for at least three years after
their award.

Not
applicable

8.14. Share options or any other right to acquire shares or to
be remunerated on the basis of share price movements
should not be exercisable for at least three years after their
award, Vesting of shares and the right to exercise share
options or any other right to acquirc shares or to be
remunerated on the basis of share price movements, should
be subject to predetermined and measurable performance
criteria.

Not
applicable
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8.15. After vesting, directors should retain a number of
shares, until the end of their mandate, subject to the need to
finance any costs related to acquisition of the shares. The
number of shares to be retained should be fixed, for
example, twice the value of total annual remuneration (the
non-variable plus the variable components).

Not
applicable

8.16, Remuneration of non-executive or supervisory
directors should not include share options.

Not
applicable

8.17. Sharcholders, in particular institutional shareholders,
should be encouraged to attend general meetings where
appropriate  and make considered use of their votes
regarding directors’ remuneration,

Not
applicable

8.18. Without prejudice to the role and organization of the
relevant bodies responsible for setting  directors’
remunerations, the remuneration policy or any other
significant change in remureration policy should be
included into the agenda of the shareholders’ annual general
meeting. Remuneration statement should be put for voting
in shareholders’ anmual general meeting. The vote may be
either mandatory or advisory.

Not
applicable

8.19. Schemes anticipating remuneration of directors in
shares, share 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 sharcholders should be
notified on all terms of suggested changes and get an
explanation on the impact of the suggested changes.

8.20. The following issues should be subject to approval by
the sharcholders’” annual general meeting:

+ 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
arc cligible 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 lListed in this article to individual directors.

Not
applicable

Not
applicable
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8.21. Should naticnal 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 sharc 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
sharcholders’ approval.

8.22. Provisions of Articles 8.19 and 8.20 should not be
applicable to schemes allowing for participation under
similar conditions to company’s employces 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.

8.23. Prior to the annual general meeting that is intended to
consider decision stipulated in Article 8.19, the shareholders
must be provided an opportunily 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 dircctors. Draft resolution must
have a clear reference fo 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.

Not
applicable

Not
applicable

Not
applicable

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 “stakefiolders™ 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 assurc that
the rights of stakeholders that are protected by law are
respected.

Yes
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9.2. The corporate governance framework should create
conditions for the stakcholders to participate in corporate
governance in the manner prescribed by law. Examples of
mechanisms of stakeholder nparticipation 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 process, they should have access to relevant
information.

Mo

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.

84




10.1. The company should disclose information on:

= 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 foresecable risk factors;

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

+ Material  issues  regarding
stakeholders;

» Governance structures and sirategy.

employees and other

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 to the company, which is the parent
of other companies, that consclidated results of the whole
group to which the company belongs should be disclosed
when information specified in item 1 of Recommendation
10.1 1s under disclosure.

10.3. It is recommended that information on the professional
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. It s recommended that information about the links
between the company and its stakeholders, including
employees, creditors, suppliers, local community, as well as
the company’s policy with regard to buman 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.

Yes

Yes

Yes

Yes

10.5. Information should be disclosed in such a way that
neither shareholders nor imvestors 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 presents the information through the information
disclosure system used by NASDAQ OMX
,»Globenewswire” in the Lithuanian and English languages
at the same time. The company does not disclose any
information that might have effect on the price of its scourities
in the comments, interviews or any other ways before such
information is announced through the information system of
the exchange.
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10.6. Channels for disseminating information should
provide for fair, timely and cost-efficient or in cases
provided by the legal acts free of charge 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

The company plans to sign a contract with Filniaus vertybiniy
popieriy birfa, AB (Vilnius Stock Exchange) regarding the
creation of the column for the link with the investors in the
website of the company where all information published by
the information disclosure and distribution system NASDAQ
OMX ,,Globenewswire” was also published in the website

of the company.

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

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 reports and
interim reports should be conducted by an independent firm
of auditors in order to provide an external and objective
opinion on the company’s financial statements,

Yes

The audit of annual financial statcment and annual report is
conducted by the independent audit company.

11.2. It is recommended that the company’s supervisory
board and, where it is not set up, the company’s board
should propose a candidate firm of auditors to the general
sharcholders’ mesting.

Yes

11.3. It is recommended that the company should disclose to
its shareholders the level of fees paid to the firm of auditors
for non-audit services rendercd 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 sharcholders’ meeting.

Yes

In 2010 the company had a tax service agreement with the
audit company.
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