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AB Alita
Annual accounts for the year 2005

Annual report
Á The Board have today discussed and authorized for issue the annual accounts and the annualc report and have signed the annual accounts and report on behalf of the Companyo

The accounts have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union. We consider that the accounting policies used are
appropriate and that the annual accounts thus give a true and fair viewo

.W e recommend the accounts to be approved at the Annual General Meeting.

Vilnius, 11 April 2006

Board of Directors:

~;au~:~~~ ~~~~~~;~~~~~7
~/ (Chairman)
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"KPMG Baltics", UAB Telefonas +370 5 2102600
Vytauto g. 12 Telefaksas +370 5 2102659
LT08118 Vilnius EI.paðtas vilnius@kpmg.lt
Lietuva/Lithuania Internetas www.kpmg.lt

Auditor's report to the shareholders of AB Alita
We have audited the accompanying balance sheet of AB Alita (the Company) as at 31
December 2005, and the related profit and Ioss account, statement of changes in equity and cash
flow statement for the year then ended.

These financial statements, as set out on pages 4 to 30, are the responsibility of the
management. 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 plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by the management, as well as evaluating the overall financial statement
presentation, We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as at 31 December 2005, and of the results of its operations and its cash flows for the
year then ended in accordance with Intemational Financial Reporting Standards as adopted by
the European Union.

In accordance with the Lithuanian Iegislation, a report on the Company's activities is presented
separately from the annual statutory accounts. It is our additional responsibility to report
concerning the consistency ofthe report on the Company's activities with the audited financial
statements. We reviewed the report on the Company's activities for the year 2005 and issued a
separate review report dated 11 April 2006 in which we state that no inconsistencies with the
financial statements came to our attention.

Vilnius, 11 April 2006
KPMG Baltics, UAB

1.,J:l\i / -<r;~~~?
Danish State Authorised ~ ~~~~~~~t~~S
Public Accountant

ÁmonëS kodas ~ 1494971
"KPMG Baltics", UAB, alithuanian Iimited Iiability company. is a PVM kodas LT114949716
member 01 KPMG International. Swiss cooperative JuridinilÁ asmenlÁ registras~



ABALlTA

Balance Sheets as of 31 December 2005 and 2004

(L TL '000)

~ 2005 2004

ASSETS

NON-CURRENTASSETS
3 Intangible assets 395 381

31 Investmentproper1y 1.062 1.101
4 Proper1y,plantandequipment 48.903 53.155

5 Subsidiary investments 33635 33955
5 Available-lor-sale investments 14.060 5753

24 Other financial non-current assets 9.395 9 700

19 Delerred income tax asset 302

Total non-current assets 107.450 104347

CURRENTASSETS
6 Inventories 19.311 23736

7 Prepayments and delerred

cost 689 1304
8 Trade accounts receivable 17906 7936

Trade accounts receivable Irom subsidiary 514 589
9 Other accounts receivable 223 129

24 Other non-current asets 1.080 1.192

10 Cash and cash equivalents 15.423 12.304

Total current assets 55.146 47.190

TOTAL ASSETS 162596 151537

LlABILlTIES AND SHAREHODERS' EQUITY

11 SHAREHOLDERS' EQUITY

Share capital 50827 50827

Legal reserve 5083 7.288

Restricted reserve 11.199
Revaluation reserve 7.929 1701
Retained earnings 15.113 (12.082)

Total shareholders' equity 78.952 58.933

NON-CURRENT LlABILlTIES

14 Long-term bank )oans 39.699 59954

19 Deferredincometaxliability 912

CURRENT LlABILlTIES

14 Currentpor1ionolLTloans 20.267 11.687

Shor1-term bank Ioans
and Ieasing Iiabilities

23 Trade accounts payable 5477 5006

Income tax payable 846 313
13 Accrued Iiabilities 16.443 15.644

Total current Iiabiiities 43.033 32650

TOTAL LlABILlTIES AND SHAREHOLDERS'

EQUITY 162596 151537

18 Inlormation according to business and geographic segments

21 Reconciliation 01 the Company's statutory financial statements to IFRS

financial statements Ior the years ended 31 December 2004
22 Social contribution of AB Alita

23 Financial instruments
24 Transactions with related par1ies

The accompanying notes, as set out on pages 8-30, are an integral par1 01
these financial statements
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AB ALlTA

Statements of Income for the years ended 31 December 2005 and 2004

(L TL '000)

Note 2005 2004

18 NET SALES 100.217 100.212

18 Cost of sales (55.004) (55.333)

GROSS PROFIT 45.213 44.879

15 Selling and distribution expenses (13.778) (16.664)

16 General and administrative expenses (11.064) (11.850)

OPERATING PROFIT 20.371 16.365

17 Financial and other income (expenses), net (1.557) (2.534)

PROFIT BEFORE INCOME TAX 18.814 13.831

19 Income tax (2.989) (2.081)

NET PROFIT FOR THE YEAR 15.825 11. 750

12 Basic earnings per share (L TL) 0, 31 0, 17

The accompanying notes, as set out on pages 8-30, are an integral part of these financial statements.
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AB ALlTA

Statements of Changes in Equity for the years ended 31 December 2005 and 2004

(L TL '000)

Retained
Share Legal Revaluation Other earnings Total

~ capital reserve reserve reserve (deficit) equity

Balance as of

31 December 2003 73.088 6.828 -11.199 11634 102.749

Transferred to Iegal

reserve -460 --(460) -

Increase in value of investments --1. 701 -1. 701
for sale

Change in equity of AB Alita

due to reorganisation (22.261) (35.006) (57.267)

Dividends paid -

I Profit for the year 11. 750 11. 75Q

Balance as of

31 December2004 50.827 7.288 1.701 11.199 (12.082) 58.933

I Transferred from Iegal

reserve (2.205) 2.205

Transferred from

restrictedreserve .(11.199) 11.199 - [

i Increase in value of investments

for sale 7.627 7.627

Deferred tax Iiablily
on unrealised gain (1.399) (1.399)

Dividends paid -(2.034) (2.034)

11 Net profit for the year 15.825 15.825

Balance as of

31 December 2005 50.827 5.083 7929 15.113 78.952

The accompanying notes, as set out on pages 8-30, are an integral part of these financial statements.

Á
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AB ALlTA

Statements of Cash Flows for the years ended 31 December 2005 and 2004

(L TL '000)

2005 2004
Cash flow from (to) operating activities:

Netprofit 15.825 11.750
Adjustments to reconcile net profit to net cash provided

by operating activities:
Depreciation and amortisation 6.002 5. 733
Change of impairment of trade accounts receivable 114 (200)
Change of impairment of prepayments and other

accounts receivable -
Change of impairment of property, plant and equipment -
Write-off of property, plant and equipment 64 798
(Gain) Iloss from fixed assets sale (31) 261
Write-off of inventories 55
Interest expenses 2.425 1.842
Interest income (551) (419)

(Gain) Iloss from investments disposal (75)
Shares received free of charge due to increase in share capital -(109)

Impairment of available-for-sale investments -750
Increase in value of investments for sale 257
Other expenses in relation to acquisition of financial assets 876
Income tax expense 1 (income) 2.989 2.081
Deferred income tax Iiability (487) -

26.330 23.620
Changes in current assets and current

Iiabilities:
Decrease in inventories 4.370 5.078
Decrease in trade accounts receivable (10.084) (738)
Increase (decrease) in Iiabilities of subsidiary 75 (589)

(Increase)/decrease in prepayments and
deferred cost 615 2.017

Decrease in other accounts receivable (94) 6.964
Increase in trade accounts payable and

accrued Iiabilities 1. 756 (8.038)
Income tax paid (2.640L (1.817)

Net cash provided by operating activities 20.328 26.497

Cash flow from (to) investing activities:

Acquisition of property, plant and equipment (1.561) (2.844)
Acquisition of intangible fixed assets (228) (334)
Acquisition of subsidiary 373 (33.955)
Acquisition of investments for sale (658) (3.000)
Other expenses for acquisition of financial assets -(876)
Sale of property, plant and equipment 31 37
Interest received 551 419

Net cash (used in) investing activities (1.492) (40.553)

Cash flow from (to) financing activities:

Loans issued for employees (880) (1.192)

(Repayment) of Ioans from employees 1.297
Loans received 12 9.999

(Repayment) ofloans (11.687) (5.155)
Interest (paid) (2.425) (1.842) /
Dividends (paid) for preceding year (2.034)

Net cash (used in) financing activities (15.717) 1.810

Net increase in cash and cash equivalents 3.119 (12.246) I

Cash and cash equivalents at beginning of the year 12.304 24.550 ~

Cash and cash equivalents at end of the year 15.423 12.304

The accompanying notes, as set out on pages 8-30, are an integral part of these financial statement~ /
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., AB AL/TA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

1. Organisation and formation

AB Alita (the Company) was established in 1963 and was reregistered as a state enterprise in 1990. In 1995 the

Company was re-organised to a joint stock company.

Registered address of AB Alita is Miðkininkø 17, Alytus, Lithuania.

The Company produces alcohol beverages, including sparkling wines, alcohol mixes, cider, wines, hard Iiqueurs,
as well as concentrated fruit juice.

On 6 January 2004 an agreement on sale of the Company's shares was signed between the State Property Fund
and UAB Invinus. AB Invinus acquired contolling 83. 77 percent shareholding of the Company.

On 10 Nobember 2004 extraordinary shareholders' meeting of AB Invinus and on 16 November 2004

extraordinary shareholders' meeting of AB Alita took place during which a decision to merge AB Invinus to AB Alita
and approve the reorganisation terms was made. AB Alita share capital decreased as a result of the

reorganisation. Shareholders of AB Alita as at 31 December 2005 were as follows:

Nominal
value (L TL) Percent

Private share capital 50.827.209 100,0

The nominal value of one share is L TL 1. AII shares are authorised, issued and fully paid registered ordinary
shares. The Company's shares are Iisted in the current Iist of the Vilnius Stock Exchange.

The financial statements were authorised for issue by the Board of the Company. The Company's shareholders
have the power to amend the financial statements after issue

2. Significant accounting policies

The accompanying financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS), as adopted by the European Union, further to the IAS Regulation (EC 1606/2002).

Measurement and Dresentation currenc~ l

The amounts shown in these financial statements are measured and presented in the Iocal currency, Litas. Litas is
pegged to Euro at the rate of Litas 3.4528 to EUR 1.

--

Revenue recoanition /

Revenue is recognised when it is probable that the economic benefits associated with the transaction will flow to
the enterprise and the amount of the revenue can be measured reliably. Sales are recognised net of VAT, excise
tax and price discounts directly related to sales.

Revenue from sales of goods is recognised when delivery has taken place and transfer of risks and rewards has
been completed

Rental income from investment properties (after deduction of the aggregate cost of incentives granted to Iessees)
is recognised in income on a straight-line basis over the Iease term.

8 i:



AB ALlT A

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

Intanqible non-current assets

Intangible assets are measured initially at cost. Intangible assets are recognised if it is probable that the future
economic benefits that are attributable to the asset will flow to the enterprise and the cost of asset can be
measured reliably. After initial recognition, intangible assets are measured at cost Iess accumulated amortisation
and any accumulated impairment Iosses. Intangible assets are amortised on a straight-line basis over the best
estimate of their usefullives. The Company's intangible fixed assets are amortised over 1 -3 years

ProDertv. Dlant and eQUiDment

Property, plant and equipment, acquired until 31 December 1995 is stated at revalued cost Iess revalued
depreciation. Those acquired after 31 December 1995 -at cost Iess accumulated depreciation. If an item of
property, plant and equipment is impaired, it is stated at the higher of value in use or net selling price.

The Company capitalizes property, plant and equipment improvements and purchases with an estimated usefullife
of more than one year. The Company uses straight Iine method to account for depreciation. The estimated useful
Iives of the assets differ within the property, plant and equipment categories. The main estimated usefullives are
as follows:

~
Buildings 8-84
Machinery and equipment 2-50
Motor vehicles, furniture and fixtures 4-25
IT equipment 4-5

The usefullives are reviewed periodically to ensure that the period of depreciation is consistent with the expected
pattern of economic benefits from items of property, plant and equipment

Construction-in-progress represents plant and properties under construction and is stated at cost. This includes
cost of construction, plant and equipment and other direct costs. Construction-in-progress is not depreciated until
such time as the relevant assets are completed and put into operational use.

The property plant and equipment acquired in 1995 and earlier periods is stated at revalued cost, Iess revalued

depreciation

The first revaluation was performed as of 1 July 1991 and a factor of 2.2 times the assets' historical value was
used for assets acquired prior to the revaluation date.

The second set of revaluation factors were determined by the Government of Lithuania on 1 January 1992. They
varied from 2 to 5.

9



AB AlITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

The third revaluation was effective 1 May 1994, and separate revaluation factors were used for buildings and
structures (ranging from 1 to 14 times) and for machinery and equipment (ranging from 1 to 10 times).

The fourth revaluation was effective 31 December 1995. Revaluation factors used for buildings and structures
were ranging from 1 to 1.68 times and for machinery and equipment from 1 to 1.593 times.

AII of the revaluation factors used in the Iast three revaluations were applied in addition to the factors applied in the

previous revaluations.

Investment orooerties

Investment properties of the Company consist of investment buildings that are held to earn rentals or for capital
appreciation, rather than for use in the production, or supply of goods, or services or for administration purposes,
or sale in the ordinary course of business. In accordance with IFRS 40, Investment Property, which the Company
adopted on 1 January 2001, investment properties are initially measured at cost, which is the fair value of the
consideration given to acquire them, including transaction costs. Subsequently all investment properties are carried
at cost Iess any accumulated depreciation and any accumulated impairment Iosses. Management believes that
carrying values of investment properties approximate their fair values.

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

Subsidiarv investment

As of 2004 the Company applies IFRS 3 Business Mergers, IFRS 27 Consolidated Financial Statements and
Accounting of Subsidiary Investments and IFRS 28 Accounting of Associated Investments.

Subsidiary investment is accounted for at cost. Only income from the investment received after distribution of the
subsidiary's net profit generated after the investment is reflected in the income statement.

Other investments

The Company adopted IFRS 39, Financiallnstruments: Recognition and Measurement, on 1 January 2001.

Accordingly, investments are classified into the following categories: held-to-maturity, trading and available-for-
sale Investments with fixed or determinable payments and fixed maturity that the Company has the positive intent I
and ability to hold to maturity other than Ioans and receivables originated by the Company are classified as held-to-

maturity investments. Investments acquired principally for the purpose of generating a profit from short -term
fluctuations in price are classified as trading. AII other investments, other than Ioans and receivables originated by
the Company, are classified as available-for-sale. I

Held-to-maturity investments are included in non-current assets unless they mature within twelve months of the
balance sheet date. Investments held for trading are included in current assets. Available-for-sale investments are
classified as current assets if management intends to realise them within twelve months of the balance sheet date.

AII purchases and sales of investments are recognised on the trade date. Investments are initially measured at
cost, which is the fair value of the consideration given for them, including transaction costs.

10
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1i; , AB ALlTA

Notes to the financial statements: 1

.:'il;!~(? for the years ended 31 December 2005 and 2004. ;
(L TL '000 unless otherwise stated)

Available-for-sale and trading investments are subsequently carried at fair value by reference to their quoted
market price at the balance sheet date, without any deduction for transaction costs that the Company may incur on
their sale or other disposal.

Not realised gains or Iosses on measurement to fair value of available-for-sale investments are recognised directly
in the fair value reserve in shareholders' equity, until the investment is sold or otherwise disposed off, or until it is
determined to be impaired, at which time the cumulative gain or Ioss previously recognised in equity is included in
net profit or Ioss for the period.

Changes in the fair values of trading investments are included in financial expenses or income.

Held-to-maturity investments are carried at amortised cost using the effective interest rate method.

Inventories

Inventories, including work in process, are valued at the Iower of cost or net realisable value, after recognition of
impairment Ioss for obsolete and slow moving items. Net realisable value is the selling price in the ordinary course
of business, Iess the costs of completion, marketing and distribution. Cost is determined in accordance with an

approximated FIFO (First-ln, First-Out) principle.

Auxiliary materials and supplies are expensed at the time they are taken into use or booked to the finished goods
value if used in production.

The Company accounts for bottles as current assets in inventory account, since they are not expected to be
reused following the initial delivery. Multiple usage crates are accounted for as inventory at the Iower of cost or net
realisable value.

As of 1 January 2002 the Company is applying the quantity method for accounting of newly acquired crates and
their value is expensed immediately after they are used.

Raw materials are stated at acquisition cost. Work-in-process is valued at raw material cost and finished goods -at
direct costs (material and Iabour) with an addition of production overhead costs.

Accounts receivable

Receivables are stated at the fair value of the consideration given and are carried at amortised cost, after the
provision for impairment

The Company provides a reserve for potentiallosses based on an evaluation of specific doubtful accounts.

Cash and cash eauivalents

Cash includes cash on hand and cash in banks. Cash equivalents are short-term, highly Iiquid investments that are

readily convertible to known amounts of cash with original maturities of three months or Iess and that are subject to
an insignificant risk of change in value.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand, deposits held at
call with banks, and other short-term highly Iiquid investments.

11



AB ALlTA

Notes to the financial statements

for the years ended 31 December 2005 and 2004

(L TL '000 unless otherwise stated)

Leqalreserve

The Iegal reserve is a compulsory reserve under Lithuanian Iegislation. Annual transfers of not Iess than 5% of net
profit calculated in accordance with Lithuanian Accounting Principles are compulsory until the reserve reaches ,
1 0% of the statutory share capital. ,

Transactions in foreian currencies ri

!Transactions denominated in foreign currencies are recorded at the official exchange rate applicable at the date of '

transaction.

Monetary assets and Iiabilities denominated in foreign currencies are stated at the official exchange rate in effect at
the balance sheet date.

Borrowings

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalised if they are directly attributable
to the acquisition, construction or production of a qualifying asset. Capitalisation of borrowing costs commences
when the activities to prepare the asset are in progress and expenditures and borrowing costs are incurred.
Borrowing costs are capitalised until the assets are substantially ready for their intended use.

Borrowings are initially recognised at fair value (proceeds received), net of transaction costs. They are
subsequently carried at amortised cost using the effective interest rate method, the difference between net
proceeds and redemption value being recognised in the net profit or Ioss for the period over the Iife of the

borrowings.

Segments

Business segments: the Company is organised into four major business segments based on the production
processes: production of sparkling wine, wine, hard Iiqueurs and apple products. The Company reports its primary
segment information based on these businesses.

Geographical segments: the Company operates in two geographical segments -foreign and Iocal markets. These
segments are distinguished by geographicallocation of its customers

Financial information on business and geographical segments is presented in Note 18.

Use of estimates in the crecaration of financial statements

i
The preparation of financial statements in conformity with International Reporting Financial Standards, as adopted
by the European Union requires management to make estimates and assumptions that affect the reported
amounts of assets, Iiabilities, income and expenses and disclosure of contingencies. The significant areas of
estimation used in the preparation of the accompanying financial statements relate to depreciation and impairment
evaluation. Future events may occur which will cause the assumptions used in arriving at the estimates to change.
The effect of any changes in estimates will be recorded in the financial statements, when determinable.

Continaencies

Contingent Iiabilities are not recognised in the financial statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote. A contingent asset is not recognized in the financial
statements but disclosed when an inflow of economic benefits is probable.

r
f
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AB ALlT A ,
N t t h f .. I Á 0 es 0 t e Inancla statements !

,,
for the years ended 31 December 2005 and 2004 Il.
(L TL '000 unless otherwise stated) :

Subseauent events ;

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

!

Income tax

Income tax charge is based on profit for the year and considers deferred taxation. Income tax is calculated based
on Lithuanian tax Iegislation. Starting from 1 January 2002 the standard rate was reduced to 15 percent.

Income tax charge is based on profit for the year and considers deferred taxation. Income tax is calculated based
on Lithuanian tax Iegislation. Starting from 1 January 2002 the standard rate was reduced to 15 percent. The
temporary social tax is introduced for the years of 2006 (4%) and 2007 (3%). The social tax is calculated on the
same principles as profit tax.

Deferred taxes are calculated using the balance sheet Iiability method. Deferred income taxes reflect the net tax
effects of temporary differences between the carrying amounts of assets and Iiabilities for financial reporting
purposes and the amounts used for income tax purposes. Deferred tax assets and Iiabilities are measured using
the tax rates expected to apply to taxable income in the years in which those temporary differences are expected to
be recovered or settled based on tax rates enacted or substantially enacted at the balance sheet date.

Deferred tax assets and Iiabilities are not discounted and are classified as non-current assets (Iiabilities) in the
balance sheet. Deferred tax assets are recognised when it is probable that sufficient taxable profits will be
available against which the deferred tax assets can be utilised. At each balance sheet date, the Company re-
assesses unrecognised deferred tax assets and the carrying amount of deferred tax assets.

Impairment of assets

Financial instruments

Financial instruments are reviewed for impairment at each balance sheet date.

For financial assets carried at amortised cost, whenever it is probable that the Company will not collect all amounts
due according to the contractual terms of Ioans or receivables, impairment is recognised in the statement of
operations. Reversal of impairment Iosses previously recognised is recorded when the decrease in impairment Ioss
can be objectively related to an event occurring after the write-down. Such reversal is recorded in income
However, the increased carrying amount is only recognised to the extent it does not exceed the amortised cost
which would have been had the impairment not been recognised

l
Other assets

Other assets are reviewed for impairment whenever events or changes in circumstances indicate that carrying
amount of an asset may not be recoverable. Whenever the carrying amount of an asset exceeds its recoverable
amount, an impairment Ioss is recognised in income. Reversal of impairment Iosses recognised in prior years is
recorded when there is an indication that the impairment Iosses recognised for the asset no Ionger exist or have
decreased. The reversal is recorded in income.

13



AB ALlTA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

Standards, interpretations and amendments to published standards that are not yet effective

Certain new standards, amendments and interpretations to existing standards have been published that are
mandatory for the Company's accounting periods beginning on or after 1 January 2006 or Iater periods but which
the Company has not early adopted, as follows:

-IAS 19 (Amendment), Employee Benefits (effective from 1 January 2006). This amendment introduces the option
of an alternative recognition approach for actuarial gains and Iosses. As the Company does not participate in any
defined benefit plans, Management considered this amendment to IAS 19 and concluded that it is not relevant to
the Company

-IAS 39 (Amendment), Cash Flow Hedge Accounting of Forecast Intragroup Transactions (effective from 1
January 2006). Management considered this amendment to IAS 39 and concluded that it is not relevant to the

Company.

-IAS 39 (Amendment), The Fair Value Option (effective from 1 January 2006). This amendment changes the
definition of financial instruments classified at fair value through profit or Ioss and restricts the ability to designate
financial instruments as part of this category. The Company believes that this amendment should not have a
significant impact on the classification of financial instruments, as the Company has not classified any instruments
as at fair value through profit and Ioss.

-IAS 39 and IFRS 4 (Amendment), Financial Guarantee Contracts (effective from 1 January 2006). Management
considered this amendment to IAS 39 and IFRS 4 and concluded that it is not relevant to the Company.

-IFRS 7, Financiallnstruments: Disclosures, and a complementary amendment to IAS 1, Presentation of Financial
Statements -Capital Disclosures (effective from 1 January 2007). IFRS 7 introduces new disclosures to improve
the information about financial instruments. It requires the disclosure of qualitative and quantitative information
about exposure to risks arising from financial instruments, including specified minimum disclosures about credit
risk, Iiquidity risk and market risk, including sensitivity analysis to market risk. It replaces disclosure requirements in
IAS 32, Financiallnstruments: Disclosure and Presentation. The amendment to IAS 1 introduces disclosures about
the Ievel of an entity's capital and how it manages capital. Management is currently assessing the impact of IFRS 7
and amendment to IAS 1 on the Company's operations. The Company will apply IFRS 7 and the amendment to
IAS 1 from annual periods beginning 1 January 2007.

-IFRIC 4, Determining whether an Arrangement contains a Lease (effective from 1 January 2006). IFRIC 4
requires the determination of whether an arrangement is or contains a Iease to be based on the substance of the
arrangement. It requires an assessment of whether: (a) fulfillment of the arrangement is dependent on the use of a
specific asset or assets (the asset); and (b) the arrangement conveys a right to use the asset Management is
currently assessing the impact of IFRIC 4 on the Company's operations

,
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AB ALlTA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

Change in accounting policies

Adoption of standards effective from 1 Januarv 2005

As of 1 January 2005, the Company adopted the IFRSs below, which are relevant to its operations The financial
statements have been amended as required, in accordance with the relevant requirements

.IAS 1 (revised 2003 and amended March 2004), Presentation of Financial Statements

.IAS 2 (revised 2003), Inventories

.IAS 8 (revised 2003), Accounting Policies, Changes in Accounting Estimates and Errors

.IAS 10 (revised 2003 and amended March 2004), Events after the Balance Sheet Date

.IAS 16 (revised 2003 and amended March 2004), Property, Plant and Equipment

.IAS 17 (revised 2003 and amended March 2004), Leases

.IAS 24 (revised 2003), Related party Disclosures

.IAS 27 (revised 2003 and amended March 2004), Consolidated and Separate Financial Statements

.IAS 28 (revised 2003 and amended March 2004), Investments in Associates

.IAS 33 (revised 2003 and amended March 2004), Earnings per Share

.IAS 36 (revised 2004), Impairment of Assets

.IAS 38 (revised 2004), Intangible Assets

.IAS 39 (revised 2004), Financiallnstruments: Recognition and Measurement

.IFRS 2 (issued 2004), Share-based payments

.IFRS 3 (issued 2004), Business Combinations

.IFRS 5 (issued 2004), Non-current Assets Held for Sale and Discontinued Operations

The Company adopted these effective from 1 January 2005.

Below we provide the discussion of the impact of the new standards, applicable to the Company.

Financiallnstruments

In accordance with IAS 39 requirements, the Company has reviewed its financial instruments held at 1 January
2005 and has performed re-designation of these financial instruments into categories as defined by the revised IAS
39. The standard requires retrospective application. The Company's financial instruments were classified into the

following categories:

-Equity securities were classified as available for sale instruments and measured at fair value with changes in
fair value recognised in equity. Since the Company first acquired equity securities in 2005, there was no impact on
net income or equity from this re-designation.

-Allloans, receivables and deposits originated by the Company were classified as Ioans and receivables
I originated by the Comp~ny and measured at amortised cost. Current porti.on of Ioans and receivables originated by

the Company was classlfled as current assets, based on remalmng maturlty at the balance sheet date. There was

, no impact on net income or equity from this re-designation.
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AB ALlTA

Noles 10 the flnanclal statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

3, Intanglbles property
Tolal

ACQUISITION COST

Balance as of 31 December 2004 1 ,040

Additions 228

Disposals and write offs (410)

Balance as of 31 December 2005 858

ACCUMULATED DEPRECIATION AND

IMPAIRMENT

Balance as of 31 December 2004 659

Depreciation for the year 214

Disposals and write offs (410)
Impairment during the year

Balance as of 31 December 2005 463

NET BOOK VALUE as of 31 December 2005 395

NET BOOK VALUE as of 31 December 2004 381

Depreciation rate (straight Iine) 33%

3, 1 Investment property
Tolal

ACQUISITION COST

Balance as of 31 December 2004 3703

Additions
Disposals and write offs

Balance as of 31 December 2005 3.703

ACCUMULATED DEPRECIATION AND

IMPAIRMENT

Balance as 01 31 December 2004 2602
Depreciation for the year 39

Dlsposals and write offs
Impairment during the year

Balance as of 31 December 2005 2641

NET BOOK VALUE as of 31 December 2005 1.062

NET BOOK VALUE as of 31 December 2004 1.101

Depreciation rate (straight Iine) 23-25%

The investment property comprises restauranl and hotel in Palanga The restaurant is Iocated in a 2 storeyd building wlth a cellar and the area
of the restaurant is 757 m2 The area 01 the hotel is 226 m2

! The rental income of the investment properties amounted to L TL 94 thousand in 2005 (L TL 137 thousand in 2004) Agreement for rent of a cafë
~ is signed on 15 March 2001 and matures on 15 March 2006

Projected rental income

For2006 59

For2007 11
The depreciation charge for the year ended 31 December 2005 amounts to L TL 39 thousand (L TL 56 thousand in 2004) and has been included
into general and administrative expenses

The Company has not had an independent valuation of the investment properties performed By the decision of the management, an
impalrment of cafë buildings in Palanga was recorded as at 31 December 2003 (it amounts to L TL 2,037 thousand or 55 per cent of the
acquisition value of the asset) As to the management 01 the Company, the booked value of the Investment property Is in compliance with the
Public services are payed by Ieaseholder, there were no repairs in 2005

There were no restrictions on disposal of investment properties or the remittance of income and proceeds of disposals as of 31 December
2005

No materlal contractual obligations to purchase, construct or develop investment properties or for repairs, maintenance or enhancement existed

at year-end
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AB ALlTA

Notes to the flnancial statements

for the years ended 31 D&c&mber 2006 and 2004

(L TL '000 un/ess otherwise stated)

4. Proper1y, plant and equipment

1 Construc-

Other tion in

Vehicles tangible progress

and fixed and prepay-

Land ~ildi~ ~ipm~ assets ments Total

REVALUED COST: '-- -'"---

Balance as of 31

December 2004 28 42.247 56581 8.224 212 107292

Additions 527 433 601 1.561

Disposals and write offs (570) (717) (228) (1515)

Transfers between captions -235 359 1147\ 1447\ -

---~-~- '-'.::.:L- '~-- Balance as of 31

December2005 28 41.912 56.750 8282 366 107.338

-~-"'-""-- -"-- ~- ';""""-- ~
ACCUMULATED DEPRECIATION AND

IMPAIRMENT

Balance as of 31

December 2004 -14.080 34298 5.759 .54137

Depreciationfortheyear .1.001 3.977 771 -5749

Disposals and write offs .(663) (218) .(881)

Transfers between captions .

Impairment change

for the year -1570\ ---1570'

---'= --'=.:.::L Balance as of 31

December 2005 -14.511 37.612 6.312 -58435

'-'-- "'-""--~- --~ NET BOOK VAlUE as of 31

December 2005 28 27.401 19.138 1970 366 48.903

-=== -==== -== --:-=:.- --~ --,~ NET BOOK VAlUE as of 31

December 2004 28 28.167 22.283 2.465 212 53.155

-=== -i~ --==== --=== -=== -~, ==
Average depreciation rate (straight Iine) 0% 2% 7% 9%

As of 31 December 2004 the Company has totally depreciated non-current tangible assets, which are still in use, with the gross revalued cost of

l Tl19,038 thousand Within this amount gross revalued cost of equipment in use comprises L Tl13,653 thousand

No borrowing costs were capitalised during 2005 and 2004 since no assets qualified for the borrowing costs capitalisation criteria.

Company has signed contract in 2005 according to which obligated to acquire aU1omatic packing with the purchase price of L Tl 632 thousand

Advance of L TL 17 4 thousand was paid on November 2005

Propel1y, plant and equipment with the net book value of L TL 37,049 thousand as of 31 December 2005 (L TL 40,067 thousand as of 31 December 2004) is collateralised for credit Iines (Note 14)

The Company's propel1y, plant and equipment with the net book value of L TL 37,543 thousand as of 31 December 2005 are insured against natura/ calamities, fire, and other damages

'i"f".c.. ,".,..
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AB ALlTA

Notes to the flnanclal statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

4. Property, plant and equlpment (confd)

DeDreciation

The depreciation charge Ior the year ended 31 December 2005 amounts to L TL 5, 749 thousand (L TL 5,638 thousand in 2004) An amount of
L TL 778 thousand (L TL 718 thousand in 2004) has been included into selllng and distribution expenses, L TL 1, 120 thousand (L TL 1 ,030
thousand in 2004) has been included into general and administrative expenses and the rest 01 the amount is split between cost of sales In the

statement of Income and finished goods in the balance sheet

Reversed orovision for imDairment

In 2005 the reversed impairment provislon of L TL 570 thousand is related the disposed building in ~ventoji, an Impairment for which was
recorded in 2003

Revaluation effect

Proper1y, plant and equipment has been revalued four times in accordance with the resolutions of the Govemment of Lithuania The effect of
these revaluations on the net book value of proper1y, plant and equipment is specified below

Increase in Increase in Increase In

carrying accumulated net book
Revaluation as of value depreciation value

1 July 1991 398 (59) 339
1 January 1992 2928 (497) 2431

1 May1994 34730 (13.665) 21065
31 December 1995 18867 (8359) 10508

Total revaluation effect 56923 (22580) 34343

5. Long-term flnancial asset.

Subsldlary Investments

Subsidiary investments consist 01 the Iollowing
2005 2004

AB Anykðèiø Vynas 33635 33955

On 8 July 2004 a sales agreement of controlling shareholding comprising 7293 percent of AB Anykðèiø Vynas was signed between the State
Proper1y Fund and AB Alita 35, 793,407 ordinary registered shares of AB Anykðèiø Vynas were acquired for 25,610 thousand Litas During
the second quar1er of 2004 the Company additionally acquired 11 ,607, 163 ordinary registered shares The Company held 47,400,570 ordinary
registered shares at 31 December 2004 During 2005 AB Alita disposed 445,862 ordinary registered shares of 373 thousand Litas The
Company held 46,954, 708 ordinary registered shares with a nominal value of 1 Litas each as at 31 December 2005 The Company has pledged
AB Anykðèiø Vynas shares for the Ioan from AB Hansabankas (see note 14)

Avallable-for-sale Investments

Available-for-sale investments consist of the following
2005 2004

AB ~iaullø bankas shares 4 732 4.052
UAB Ar1rio-2 shares 750 750
Other securities 1 1

Total 5483 4803

Impairment in the beginning 01 the year (751)

Available-lor-sale investments written-off
Additional impairment (751)

Impairment at the end 01 the year (751) (751)

Increase in value in the beginning 01 the year 1701
Increase in value during the year 7627 1. 701

Increase in value at the end 01 the year 9328 1701

Total 14060 5753

On 31 December 2005 AB Alita held 9,000 ordinary registered shares of UAB Ar1rio-2, with a nominal value of L TL 100 per share UAB Artrio-2
was engaged in the wholesale dlstribution of alcohol and non-alcohol beverages The total acquisitlon value 01 the shares is L TL 750 thousand
In November 2004 bankruptcy procedure was initiated for UAB Ar1rio -2 Share impairment of the total amount 01 750 thousand Litas was
booked as at 31 December 2004

On 9 October 2005 due to Increase of the share capital of AB ~iauliø Bankas, AB Alita received 333,517 free 01 charge ordinary registered
shares On 11 August 2005 AB Alita disposed 12,824 ordinary registered shares of 26 thousand Litas and on 5 December 2005 acquired
414,882 ordinary registered shares of 705 thousand Litas At present AB Alita holds 3,514,882 ordinary registered shares with a nominal value
of 1 Litas each Increase in value of AB ~iauliø Bankas shares comprising 7,627 thousand Litas was registered in the Company's accounting
as at 31 December 2005 The decislon to increase the value was made based on the market value of the share which comprised 4 Litas per
share Increase in value of AB ~iauliø Bankas shares is booked in equity (see note 11)
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AB ALlTA

Notes to the Iinancial statements
Ior the years ended 31 December 2005 and 2004
(L TL '000 unless othelWise stated)

6. Inventories

Inventories consist 01
2005 2004

Raw materials 4511 11591
Packing materials 5329 5342
Auxiliary materials and supplies 872 1009

Work-in-process 3471 4136
Finished goods

-alcoholic beverages 2, 180 2.279

-apple products 3681 134
Goods Ior resale 27 43

20.071 24534

Impairment 01 inventories at the beginning 01 the year (798) (832)

Obsoiete and slow moving inventories written-off
Reversal 01 impairment 38 34
Impairment during the year

Impairment 01 inventories at the end 01 the year (760) (798)

Total 19311 23736

The Company has insured inventories amounting to L TL 22,000 thousand against natural calamities, fire, and other damages

As at 31 December 2005, the Company has 86 thousand units 01 plastic crates, Ior which an impairment 01 L TL 760 thousand was recorded in
order to have the plastic crates booked at the net realisabie value Inventories are pledged Ior the Ioan from AB Hansabankaas (see note 14)

7 .Prepayments and delerred cost

Prepayments and delerred cost consist 01

2005 2004

Prepayments to Iocal suppliers 284 350

Prepayments to Ioreign suppliers 143 6
Delerred cost 262 948

689 1304

Impairment in the beginning 01 the year
Doubtful prepayments and delerred
costs written-off

Impairment at the end 01 the year

Total 689 1304

19



-

AB AlITA J

Notes to the rinancial statements
ror Ihe years ended 31 December 2005 and 2004

(L TL '000 unless otherwise stated)

8. Trade accOunts recelvable

Trade accounts receivab/e consisl or

-~-~ Trade accounts receivable 18.020 7936

Impairment ;n the beg;nning or the year (200)
DoUbtfUI accounts recelvable written-off 200

Addit;onal impairment during the year ~ ~

Impa;rment at the end or the year ~ ~

Total ~~ ""~

9. Other accOunts receivab/e

Other accOunls rece;vable consist or

-~-~ Other accounts rece;vable ~ ~

Total 353 259

Impa;rment;n the beginn/ng or the year (130) (130) DoubtfUI accOunts reCeivable written-off

Additions during the year ---=- ~

Impairment at the end or Ihe year --111.QÁ. ~

Total ~ ~
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AB ALlTA

Notes to the flnanclal statements
for the years ended 31 December 2005 and 2004

(L TL '000 unless olherwise slaled)

10, Cash and cash equlvalents

Cash and cash equivalenls consisl of:
2005 2004

Cash in banks 4, 797 1 ,305
Term deposils 10,622 10,995
Cash on hand 4 38

Tolal 15423 12338

Term deposil of

L TL Inlerest A Ierm deposil
Amounl rate From To

7 November 9 January

AB $iauliø bankas 1 ,036 2,4 2005 2006
30 December 30 January

AB $iauliø bankas 1.036 2,3 2005 2006

25 Oecember 5 January
AB $Iauliø bankas 1000 2,3 2005 2006

30 December 15 January
AB $iauliø bankas 2000 2,3 2005 2006

30 December 16 January
AB $Iaullø bankas 5.000 2,3 2005 2006

31 Decembar 1 January

AB bankas Hansabankas 550 0,45 2005 2006

Tolal 10622

11. Shareholders' equlty

Restricled reserve

Following Ihe shareholders decislon, L TL 11,199 Ihousand was transferred from reslricled reserves 10 dislribulable reserves

After Ihe Company's share capital was reduced, the Iegal reserve exceeded 10 percent of Ihe share capital which was prescribed by Ihe
Company Law Following the shareholders decision, 2.205 Ihousand Lilas was Iransferred 10 dislribulable reserves

Revaluatlon reserve
2005 2004

Increase in value of AB $iauliø Bankas shares 9.328 1.701

Deferred income Iax 10 equity (1399)

Total 7929 1701

Proflt dlstribulion

The Board of the Company will propose for Ihe shareholders to pay 7,624 thousand Litas dividends (2,033 thousand Lilas dividends were paid

for 2004) The proposal shall be approved by the General Shareholders' Meeling

---
.
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AB ALlTA

Notes to the financial statements
for the years ended 31 December 2005 and 2004

(L TL '000 unless otherwise stated)

12. Baslc earnlngs per share

Basic earnings per share are calculated as follows
2005 2004

~ Net profit. attributable to the shareholders 15.825 11 .750

, Number of shares (thousands) 50.827 50.827

Eamingspershare(LTL) 0.31 0.17

There were no potential ordinary shares as of 31 December 2005 and 2004

13. Accrued lIabilitles

Accrued Iiabilities are Iisted below
2005 2004

Excise duty 8545 4740
Value added tax (VAT) 4360 4633
Advances received 1954 4063

Salaries 294 278
Accruedsocialsecuritytax 217 215
Withholding income tax 149 142
Vacation pay 545 672
Other accrued Iiabilities 379 901

Total 16443 15644

Lithuania has an excise tax imposed on alcohol production The excise tax is calculated for denatured alcohol and alcoholic beverages at a rate
of L TL 3,200 for a hectoliter (HL T) of pure ethanol The excise tax for wines depends on the wine category, and is calculated in L TL for a

hectoliter Excise tax rates are provided in the table below

Alcohol content Excise tax rates
~ bv volume (L TL for hectolitre)

Sparkllng wine 11 % 150 LVHL T
Sparkling wine drink 7-8% 40 LVHLT
Sparkling drink 9,50% 150 LVHL T
Cocktails 5-6 % 3200 LV1 OO%/HL T
Cider 6% 40 LVHLT
Hard Iiqueurs 375-50 % 3200 LV100%/HL T
Fortifiedwine 21% 230 LVHLT
Wine 10,50% 150 LVHL T

Fruit wine 18-19 % 230 LVHLT

---
"
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Notes to the flnanclal statements

for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

14. Long.term bank Ioans and Ieaslng Iiabllltles

The Iong-term Ioans and Ieasing Iiabilities as 01 31 December 2005 can be specilied as Iollows

Contract

Loan amount in Balance in Interest
currency L TL '000 L TL '000 rate Maturity

0
AB bankas Hansabankas EUR 76808 59966 EUR LlBOR 31 May

+0,95% 2008

On 28 February 2006, the Company and AB Hansabankas signed an appendix to the credit agreement in which a new schedule 01 the Ioan
payment is provided

For the Iong-term Ioan received the Company has pledged real estate with a book value 01 25,945 thousand Litas as at 31 December 2005,
equipment with a book value 01 11 , 1 04 thousand Litas as at 31 December 2005, inventorles of 17 ,000 Litas, all cash flows to AB bank

Hansabankas, 46,577,570 ordinary registered shares 01 AB Anykðèiø Vynas, trade marks, AB Alila shares held by majorily shareholders, which
comprise not Iess than 90 percent 01 all Company's shares

Projected interest:

For 2006 1.523

For2007 592

For 2008 31

Total 2146

15. Selling and distrlbution expenses

Selling and distribution expenses consist 01

2005 2004

Advertising 10762 13543
Warehousing 791 749
Sales and marketing departments' expenses 1.312 1348

Transportation and Iogistics 881 755
Other 32 269

ëi
Total 13778 16664

16. General and admlnistrative expenses

General and administrative expenses consist 01

2005 2004

Saiaries, wages and social security 3.414 3.326
Tax expenses (other than income tax) 798 1.924
Maintenance and repairs 1.045 1. 171
Depreciation and amortisation 1120 1.221

Redundancy compensations 619 413
Other employee related cost 200 190

Impairment 01 property, plant and equipment 751
Prolessional services 168 354

Insuranceexpenses 131 144I Banklees 25 316

Amortisation 214 39
Change in impairment 01 trade and other accounts

receivable, delerred cost and prepayments 114

Charily 1103 519
Change in impairment Ior obsolete and

slow moving inventories (34)
Other 2.113 1516

Total 11064 11.850

The Company employed 336 employees as 01 31 December 2005 (375 employees as of 31 December 2004) During 2005 the Company's
management was pald L TL 1, 1 02 thousand salaries (L TL 911 thousand in 2004) and L TL 1 ,883 thousand dividends (was not paid in 2004)

,
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AB ALlTA

Notes to the flnancial statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise stated)

17. Flnanclal and other (expenses), net

Financial and other income (expenses) conslst of

2005 2004

Interest income 551 419
Other income 1206 1333

Interest expenses on Ioans (2.425) (1642)
Currency exchange gain (Ioss), net (12) (5)
Other expenses (677) (2439)

Total (1557) (2534)

16. Informatlon accordlng to buslness and geographlc segments

Segment information for the year ended 31 December 2005 is presented below

Sparkling Hard Apple

wine Wines Iiqueurs products Unallocated Total
Net sales

by segment 47443 5307 40.606 6.267 374 100217
Costofsales (26042) (3764) (17755) (3453) (60) (51114)

Depreciation
and amortisation (1.620) (393) (1.333) (344) -(3690)

Grossprofit 19.561 1.130 21716 2490 294 45213

Operating expenses (22.730) (22730)
Depreciation and

amortisation -(2112) (21121

Operatingresult 19.561 1.130 21.716 2.490 (24546) 20371

Financial and other income
(expenses), net (1557) (1557)

Income tax income

(expense) (2969) (2969)

Net result for the year 19.581 1.130 21. 718 2.490 (29.094) 15.625

Segment assets
Non-current assets 10058 5156 17.615 2065 72.334 107.450
Inventories 6960 1366 4.235 3.661 1049 19311
Other current assets 52 35. 763 35635

Total segments assets 19.038 6.524 22.050 5.818 109.166 162.596

Segment Iiabilities
Trade accounts payable 766 271 904 3.514 5.477
Other Iiabilities 37.556 37.556

Total segment
lIabllitles 788 271 904 41.070 43.033

Acquisitions of
non-current assets 15 154 466 30 1367 2074

,
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AB ALlTA

Notes to the financial statements
for the years ended 31 December 2005 and 2004

(L TL '000 unless otherwise stated)

18, Informatlon accordlng to buslness and geographic segments (cont'd)

Segment informalion for the year ended 31 December 2004 is presenled below

Sparkling Hard Apple
wine Wines Iiqueurs products Unallocated Tolal

Nel sales

by segmenl 41 ,835 6602 49.323 2183 269 100212
Cosl of sales (23193) (4360) (22.259) (1.495) (97) (51404)

Deprecialion

and amor1isation (1.774) (376) (1.511) (268) -(3929)
Gross profit 16.868 1866 25.553 420 172 44879

Operaling expenses (26710) (26710)
Deprecialion and

amor1isation -(1804) (1.804)
Operating resull 16.868 1866 25.553 420 (28.342) 16365

Financial and other income

(expenses), nel (2534) (2.534)

Income Iax income

(expense) -(2081) (2.081)

Netresultfortheyear 16.868 1.866 25.553 420 (32.957) 11.750

Segment assets
Non-currenl assels 11.477 4.432 18.239 2316 67581 104045
Invenlories 13.663 561 3137 134 6241 23736
Olher current assets 750 23006 23 756

Total segments assets 25.140 4.993 21.376 3.200 96.828 151.537

Segment Iiabilities
Trade accounts payable 705 734 3567 5006
Olher Iiabililies -27644 27644

Totalsegment
lIabilltles 705 734 31.211 32.650

Acquisitions of

non-currenlassels 707 138 1.175 132 37981 40133

Revenue from foreign cuslomers for 2005 amounls 10 Lilas 9,488lhousand ( L TL 2, 704 Ihousand in 2004 ) and revenue from domestic markel
customers amounls 10 Lilas 90, 7290usand ( L TL 97 ,508 Ihousand in 2004) AII Ihe Company's assels are Iocaled in Lilhuania
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Notes to the financlal statements
for the years ended 31 December 2005 and 2004 .
(L TL '000 unless otherwise stated)

19. Deferred Income tax

Movements in deferred income tax accounts of the Company during 2005 and 2004 can be specified as Iollows

2005 2004
Income tax expenses

Net income belore income tax according to IFRS 18.814 13831

Changes in temporary differences (211) (244)
Differences that are not deductible for Income tax purposes

and non-taxable income 788 614

Taxable income Ior the year 19.391 14.201

Current income tax 15% (2.909) (2 130)

Income tax of previous year (266) (6)

Change in deferred income tax 185 55

Income tax (expense) income
charged to the statement of income (2989) (2081)

Change in delerred income tax to revaluation reserve (1399)

Deferred Income tax

Temporary differences

Impairment of inventories 760 798
Impairment of investment property 1943 1990
Vacation pay accrual 546 672
Increase in value of investments for sale (9328) (1.444)

Impairment of trade accounts receivable
Deferred costs

Total temporary differences (6.079) 2.016

Deferred income tax Iiability before valuation allowance (912) 302

Deferred Income tax asset
Impairment 01 inventories 114 120

Impairment of investment property 291 299
Vacation pay accrual 82 101
Impairment 01 trade accounts receivable 30

Deferred income tax asset before valuation allowance 487 549

Less valuation allowance

Total deferred Income tax asset 487 549

Deferred Income tax liabllity
Increase in value of investments for sale (1399) (217)

Total deferred Income tax liabllity (1399) (217)

Deferred income tax asset, net (912) 302

j
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AB ALlTA

Notes to the financial statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise slaled)

20. Deferred income tax (cont'd)

Income tax expense and income tax reconciliation
Nel profil belore income tax 18.814 13.831

Tax (expenses) allhe applicable slandard Iax rale (2.822) (2.074)
Income Iax of previous year (266) (6)

Tax effec\ 01 (expenses) Ihal are nol taxable in delermining

taxable income (421) (217)
Tax effecl 01 income Ihal is nollaxable in delerrnining

Iaxable income 4 9
Change in valualion allowance 185 55
Sponsorship 331 152

Income Iax expense (2989) (2081)

Delerred income Iax assel and delerred income Iax Iiabilily are netled off in Ihe balance sheel of Ihe Company as 01 31 December 2005 and
2004 This is because delerred income Iax Iiabilily will be realised simullaneousiy wilh deferred income Iax assel and Ihey are bolh related 10
Ihe same Iax aulhorily

The delerred Iax Iiabilily of 1 ,399 tL TL is recorded in equily againsllhe revaluation reserve formed on AB $iauliø bankas shares

21. Reconclliatlon of the Company's statutory flnancial statements to IFRS flnancial statements of 2004

The accompanying financial statements are presented on the basis of International Financial Reporting Standards (IFRS) A description of the
adjustments required to conforrn the Company's Iinancial slatements Ior the years ended 31 December 2004 to financial slatements prepared in
accordance with IFRS is set forth below

0 Shareholders'

Proflll (Loss) equity
As per the Company's statutory financial statements

as 01 31 December 2004 13196 58631

Change in impairrnent 01 trade accounts receivable, other !!1
accounts receivable and prepayments 200 (200) 11

~evaluation of AB $iauliø Bankas shares (1.701) 1.701 !1

1Adjustment 10 book deferred tax Iiability 55 247 1,

Transfer of profit adjustments to equity (1446) (1446) i

i
As per IFRS books as of 31 December 2004 11750 58933

Revaluation of shares of AB $iaulø Bankas is booked in the income statement in the statulory financial statements, however in the revaluation
reserve -in IFRS slatements

,
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AB ALlTA

Notes to the flnancial statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless olherwise slated)

22. Social contribution of AB Allta

Durlng 2005 and 2004 the Company contributed 10 Ihe following inlerest groups

2005 2004

Revenue,nelofexciselaxandVAT 100.217 10D212
Excise duty 80.931 96311
Sales VAT 34.851 37.749

Gross revenue 215999 234272

Cosl of sales and operaling expenses

excluding deprecialion and amortisalion,
salaries, wages and Iaxes (82.978) (74300)

Purchase VAT (10.052) (12399)

Tolal cosl of sales and expenses (73030) (86699)

At disposilion for allocalion among inleresl groups 142969 147573

Allocaled as follows

To Ihe socielv:
Excise duty 80.931 96.311
VAT, income Iax, social securily and olher taxes 33361 28.702

Total 10 Ihe soclely 114292 125.013

To 336 emDlovees 12004 -375 emolovees)

Salaries, wages and bonuses
Iess wilhholding tax on income* 5.116 5.077

To the shareholders

Dividends
Iess wilhholding Iax on income 1. 734

To secure Ihe ComDanv's fulure:

Deprecialion, amortisalion
and Iransfers 10 equity 21827 17.48~

Tolal 142969 147573

* Salaries, wages and bonuses including personal income Iax and social insurance Iax in Ihe financial slalemenls dislribuled as follows

Tocoslofsales 4.180 3.814
To selling and dislribution expenses 1.523 1.570
To general and adminislralive expenses 4033 4.234

Tolal 9736 9618
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ABALlTA ~Notes to the Iinanclal statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless olherwise slated)

23, Flnanclallnstruments

Financial risk manaaemenl

The Company operales in an environmenl, glving rise 10 signillcanl exposures 10 credll, Ioreign exchange and Iiquidlly rlsks The Company

uses various Iechniques 10 manage Ihose rlsks, as described below.

Foreian exchanae risk

Major currency risks of AB Alila occur due 10 Ihe Iact Ihal Ihe Company borrows foreign currency denominated funds as well as being Involved
In Impor1s and expor1s The Company does nol use any financial inslrumenls 10 manage ils exposure 10 foreign exchange risk

Trade and olher receivables, shor1-lerrn Ioans and accrued Iiabilities are denominaled in Lilas Trade accounls payable denominated In Lltas

and Ioreign currencies 10 Ihe suppliers were as Iollow

2005 2004
L TL 4600 3966

EUR 839 960

USD 9

LVl 29 10

GBP 70

Tolal 5477 5006

The 10ng-Ierrn Ioans were as Iollow

2005 2004
EUR 59966 71641

Liauldllv risk

The Company's policy is 10 malnlain sufficienl cash and cash equivalenls or have available Iunding Ihrough an adequale amounl 01 committed

credil Iine Iacilities

Credit risks

Due 10 Ihe specifics 01 its operallons, Ihe Company has signlficant concenlralion 01 credit risk (over 90 % of Iotal Iumover) with Iew major
counterpar1ies, UAB Sanitex, UAB VP Markel, UAB Palink, UAB Rivona and UAB Aibës Iogislika being its major wholesale buyers

The Company's procedures are in Iorce 10 ensure on a perrnanent basis Ihal sales are made 10 cuslomers with an appropriate credit hislory

The Company does nol guarantee obligalions 01 olher par1ies The maximum exposure 10 credit rlsk is represented by Ihe carrying amount 01
each financial asset Consequently, Ihe Company considers Ihal its maximum exposure is reflected by Ihe amount 01 Irade receivables (NOle 8)
and olher current assels, nel 01 impairrnent Iosses recognized al Ihe balance sheel date

Fair value 01 financial inslruments

The Company's principal financiallnslruments nol carried al Iair value are Irade and olher receivables, Irade and other payables, shor1-lemn

borrowlngs

Fair value Is defined as Ihe amount at which Ihe inslrument could be exchanged in a current transaction between knowledgeable willing par1ies
in an arrn's Iength transaction, other than in forced or Iiquidation sale Fair values are oblained Irom quoled market prlces, discounted cash flow

models and oplion pricing models as appropriale

Carrying amount 01 Irade amounts receivable, olher financial proper1y, amounts payable and shor1-lerrn credit Ilnes is close 10 Iheir Iair value
The settlement period with suppliers is Irom 10 10 30 days, and credit Ierrns 01 purchasers are from 15 10 40 days Nol perrnanent clients are

requlred to pay in advance
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AB ALlTA

Notes to the flnanclal statements
for the years ended 31 December 2005 and 2004
(L TL '000 unless otherwise slated)

24. Transactlons wlth related partles

AB Alila main transaclions with related parties can be specified as follows

2005 2004

AB Anykðèiø Vynas

Sales
Services 63 16
Goods for resale 523 998

Purchases
Services 47 76

Goods for resale 505 488

AB Alita sales to AB Anykðèiø Vynas mainly include materials of alcohol drinks and packing malerials and fixed assets

UAB Artrio-2

Sales 32756

Purchases
Advertising services -741
Goods for resale .57

AB Allla saies 10 UAB Artrio-2 mainly included alcohol drlnks

The accounts receivable from related parties

2005 2004

AB Anykðèiø Vynas 514 589

There are no amounts pavable to related parties as at 31 December 2005 or 2004

Loans issued to the shareholders of the Company

2005 2004

Loans Issued In the beginning of Ihe year 10.892

Havlng merged AB Invlnus 10 AB Alita
Ioans issued 9 700

Loans issued 880 1.192
(Repayment) of Ioans 1297

Total 10475 10892

Guarantees Issued

The company has issued guarantee on behalf of AB Anykðèiø Vynas for Ihe Ioan received by AB Anykðèlø Vynas of L TL 10, 151 thousand

.
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