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Annual report

The Board have today discussed and authorized for issue the annual accounts and the annual
report and have signed the annual accounts and report on behalf of the Company.

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 view.

. We recommend the accounts to be approved at the Annual General Meeting,

Vilnius, 11 April 2006

Board of Directors:

==

e

ﬁxtas June%us Vilmagtas Peciiira
(Chairman)

Arvydas Jonas Stankévifus Darius Vézelis




e

"KPMG Baltics", UAB Telefonas +370 5 2102600

Vytauto g. 12 Telefaksas +370 5 2102659
LT 08118 Vilnius El. pastas vilnius@kpmg. It
Lietuva/Lithuania Internetas www.kpmg.It

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 loss 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 International Financial Reporting Standards as adopted by
the European Union.

In accordance with the Lithuanian legislation, 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 of the 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

Mat&r oma
ised -

Danish State Author ertified Auditor
Public Accountant

{monés kodas % 1494971
"KPMG Baltics®, UAB, a Lithuanian limited liability company, is a PVMAkpdas T 1494_9716
member of KPMG International, Swiss cooperative Juridiniy asmeny registras



AB ALITA

Balance Sheets as of 31 December 2005 and 2004

(LTL '000)
Note 2005 2004
ASSETS
NON-CURRENT ASSETS
3 Intangible assets 395 381
31 Investment property 1.062 1.101
4 Property, plant and equipment 48.903 53.155
5 Subsidiary investments 33.635 33.955
5 Available-for-sale investments 14.060 5.753
24 Other financial non-current assets 9.395 9.700
19 Deferred income tax asset - 302
Total non-current assets 107.450 104.347
CURRENT ASSETS
6 Inventories 18.311 23.736
7 Prepayments and deferred
cost 689 1.304
8 Trade accounts receivable 17.906 7.936
Trade accounts receivable from 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 162.596 151.637

LIABILITIES AND SHAREHODERS' EQUITY

1 SHAREHOLDERS' EQUITY

Share capital 50.827 50.827
Legal reserve 5.083 7.288
Restricted reserve - 11.199
Revaluation reserve 7.929 1.701
Retained earnings 15.113 (12.082)
Total shareholders' equity 78.952 58.933

NON-CURRENT LIABILITIES
14 Long-term bank loans 39.699 59,954
19 Deferred income tax liability 912 -
CURRENT LIABILITIES

14 Current portion of LT loans 20.267 11.687
Short-term bank loans

and leasing liabilities - -

23 Trade accounts payable 5477 5.006

Income tax payable 846 313

13 Accrued liabilities 16.443 15.644

Total current liabilities 43.033 32.650

TOTAL LIABILITIES AND SHAREHOLDERS'

EQUITY 162.596 151.537
18 Information according to business and geographic segments
21 Reconcitiation of the Company's statutory financial statements to IFRS
financial statements for the years ended 31 December 2004
22 Social contribution of AB Alita
23 Financial instruments
24 Transactions with related parties

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




AB ALITA

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

(LTL '000)
_Note 2005 2004
18 NET SALES 100.217 100.212
18 Cost of sales (55.004) (65.333)
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) (2.634)
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 (LTL) 0,31 0,17

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




AB ALITA

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

(LTL '000)
Retained
Share Legal Revaluation Other earnings Total
Note capital reserve reserve reserve (deficit) equity
Balance as of
31 December 2003 73.088 6.828 - 11.199 11.634 102.749
Transferred to legal :
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 -
Profit for the year - - - - 11.750 11.750
Balance as of
31 December 2004 50.827 7.288 1.701 11.199 (12.082) 58.933
Transferred from legal oo
reserve (2.205) 2.205 -
Transferred from
restricted reserve - (11.199) 11.199 -
Increase in value of investments
for sale 7.627 7.627
Deferred tax liablity
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 7.929 - 15.113 78.952

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




AB ALITA

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

(LTL'000)

2005 2004
Cash flow from (to) operating activities:
Net profit 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) / loss from fixed assets sale 31) 261
Write-off of inventories 55 -
Interest expenses 2.425 1.842
Interest income (551) (419)
(Gain) / loss 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 / (income) 2.989 2.081
Deferred income tax liability (487) -
26.330 23.620
Changes in current assets and current
liabilities:
Decrease in inventories 4.370 5.078
Decrease in trade accounts receivable (10.084) (738)
Increase (decrease) in liabilities 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 payabie and
accrued liabilities 1.756 (8.038)
Income tax paid (2.640) (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 loans from employees 1.297 -
Loans received 12 9.999
(Repayment) of loans (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
Netincrease in cash and cash equivalents 3.119 (12.246)
Cash and cash equivalents at beginning of the year 12.304 24.550
Cash and cash equivalents at end of the year 16.423 12.304
The accompanying notes, as set out on pages 8-30, are an integral part of these financial statements e




l AB ALITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(LTL '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 Miskininky 17, Alytus, Lithuania.

The Company produces alcohol beverages, including sparkling wines, alcohol mixes, cider, wines, hard liqueurs,
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 (LTL) Percent

Private share capital 50.827.209 100,0

The nominal value of one share is LTL 1. All shares are authorised, issued and fully paid registered ordinary
shares. The Company's shares are listed in the current list of the Viinius 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 1AS Regulation (EC 1606/2002).

Measurement and presentation currency

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

Revenue recognition

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 lessees)
is recognised in income on a straight-line basis over the lease term.




AB ALITA

Notes to the financial statements

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

Intangible 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 less accumulated amortisation
and any accumulated impairment losses. Intangible assets are amortised on a straight-line basis over the best
estimate of their useful lives. The Company's intangible fixed assets are amortised over 1 - 3 years.

Property, plant and equipment

Property, plant and equipment, acquired until 31 December 1995 is stated at revalued cost less revalued
depreciation. Those acquired after 31 December 1995 - at cost less 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 useful life
of more than one year. The Company uses straight line method to account for depreciation. The estimated useful
lives of the assets differ within the property, plant and equipment categories. The main estimated useful lives are

as follows:
Years
Buildings 8-84
Machinery and equipment 2-50
Motor vehicles, furniture and fixtures 4-25
IT equipment 4-5

The useful lives 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, less 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.

)




AB ALITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(LTL '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.

All of the revaluation factors used in the last three revaluations were applied in addition to the factors applied in the
previous revaluations.

Investment properties

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 less any accumulated depreciation and any accumulated impairment losses. 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.

Subsidiary 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 refiected in the income statement.

Other investments

The Company adopted IFRS 39, Financial Instruments: 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
and ability to hold to maturity other than loans 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. All other investments, other than loans and receivables originated by
the Company, are classified as available-for-sale.

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.

All 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




AB ALITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(LTL '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 losses 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 loss previously recognised in equity is included in
net profit or loss 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 lower of cost or net realisable value, after recognition of
impairment loss for obsolete and siow moving items. Net realisable value is the selling price in the ordinary course
of business, less the costs of completion, marketing and distribution. Cost is determined in accordance with an
approximated FIFO (First-In, 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 lower 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 labour) 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 potential losses based on an evaluation of specific doubtful accounts.

Cash and cash equivalents

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

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




AB ALITA

Notes to the financial statements

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

Legal reserve

The legal reserve is a compulsory reserve under Lithuanian legislation. Annual transfers of not less than 5% of net
profit calculated in accordance with Lithuanian Accounting Principles are compulsory until the reserve reaches
10% of the statutory share capital.

Transactions in foreign currencies

Transactions denominated in foreign currencies are recorded at the official exchange rate applicable at the date of
transaction.

Monetary assets and liabilities 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 loss for the period over the life 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 liqueurs 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 local markets. These ,
segments are distinguished by geographical location of its customers. ?

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

Use of estimates in the preparation of financial statements

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, liabilities, income and expenses and disclosure of contingencies. The significant areas of
estimation used in the preparation of the accompanying financiai 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.

Contingencies

Contingent liabilities 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.

12




AB ALITA

Notes to the financial statements

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

Subsequent 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 legislation. 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 legislation. 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 liability method. Deferred income taxes reflect the net tax
effects of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax purposes. Deferred tax assets and liabilities 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 settied based on tax rates enacted or substantially enacted at the balance sheet date.

Deferred tax assets and liabilities are not discounted and are classified as non-current assets (liabilities) 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 loans or receivables, impairment is recognised in the statement of
operations. Reversal of impairment losses previously recognised is recorded when the decrease in impairment loss
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.

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 loss is recognised in income. Reversal of impairment losses recognised in prior years is
recorded when there is an indication that the impairment losses recognised for the asset no longer exist or have
decreased. The reversal is recorded in income.

13




AB ALITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(LTL '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 20086 or later 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 losses. 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.

- 1AS 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 loss 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 loss.

- 1AS 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, Financial instruments: 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, liquidity risk and market risk, including sensitivity analysis to market risk. It replaces disclosure requirements in
IAS 32, Financial Instruments: Disclosure and Presentation. The amendment to IAS 1 introduces disclosures about
the level 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 20086). IFRIC 4
requires the determination of whether an arrangement is or contains a lease 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.

14 .




AB ALITA

Notes to the financial statements

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

Change in accounting policies

Adoption of standards effective from 1 January 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
+ 1AS 10 (revised 2003 and amended March 2004), Events after the Balance Sheet Date
* 1AS 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

+ |AS 38 (revised 2004), Intangible Assets

* IAS 39 (revised 2004), Financial Instruments: 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.

Financial Instruments

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 I1AS
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.

-All loans, receivables and deposits originated by the Company were classified as loans and receivables
originated by the Company and measured at amortised cost. Current portion of loans and receivables originated by
the Company was classified as current assets, based on remaining maturity at the balance sheet date. There was
no impact on net income or equity from this re-designation.

15
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AB ALITA
Notes to the financial statements

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

ACQUISITION COST

Balance as of 31 December 2004
Additions
Disposals and write offs

Balance as of 31 December 2005

ACCUMULATED DEPRECIATION AND
IMPAIRMENT:

Batance as of 31 December 2004
Depreciation for the year
Disposals and write offs
impairment during the year
Balance as of 31December 2005
NET BOOK VALUE as of 31 December 2005
NET BOOK VALUE as of 31 December 2004

Depreciation rate (straight line)

Investment property
ACQUISITION COST
Balance as of 31 December 2004
Additions
Disposals and write offs

Balance as of 31 December 2005

ACCUMULATED DEPRECIATION AND
IMPAIRMENT:

Balance as of 31 December 2004

Depreciation for the year 39
Disposals and write offs -
Impairment during the year

Balance as of 31December 2005 ——W
NET BOOK VALUE as of 31 December 2005 1.062
NET BOOK VALUE as of 31 December 2004 1.101
Depreciation rate (straight line) 2.3-2.5%

The investment property comprises restaurant and hotel in Palanga. The restaurant is located in a 2 storeyd building with a cellar and the area
of the restaurant is 757 m2. The area of the hotel is 226 m2.

The rental income of the investment properties amounted to LTL 94 thousand in 2005 (LTL 137 thousand in 2004). Agreement for rent of a café
is signed on 15 March 2001 and matures on 15 March 2006.

Projected rental income:

For 2006 59

For 2007 11
The depreciation charge for the year ended 31 December 2005 amounts to LTL 39 thousand (LTL 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
impairment of café buildings in Palanga was recorded as at 31 December 2003 (it amounts to LTL 2,037 thousand or 55 per cent of the
acquisition value of the asset). As to the management of the Company, the booked value of the investment property is in compliance with the
Public services are payed by leaseholder, 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 material contractual obligations to purchase, construct or develop investment properties or for repairs, maintenance or enhancement existed
at year-end.




AB ALITA

Notes to the financial statements

for the years ended 31 December 2005 and 2004
(LTL '000 uniess otherwise stated)

Property, plant and equipment

T Construc-
Other tion in
Vehicles tangible progress
and fixed and prepay-
Land Buildings equipment assets ments Total
REVALUED COST:
Balance as of 31
December 2004 28 42.247 56.581 8.224 212 107.292
Additions - - 527 433 601 1.561
Disposals and write offs - (570) (717) (228) - (1.515)
. l‘rransfers f'o;ween captions - 235 359 (147) (447) -
alance as o -

December 2005 28 41.912 56.750 8.282 366 107.338

ACCUMULATED DEPRECIATION AND

IMPAIRMENT:
Balance as of 31
December 2004 - 14.080 34.298 5.759 - 54,137
Depreciation for the year - 1.001 3.977 7 - 5.749
Disposals and write offs - - (663) (218) - (881)
Transfers between captions - - - - - -
Impairment change -
for the year - (570) - - - 570
Balance as of 31
December 2005 - 14.511 37.612 6.312 - 58.435
— 300
NET BOOK VALUE as of 31
December 2005 28 27.401 19.138 1.970 366 48.903
NET BOOK vALUE as of 31
December 2004 28 28,167 22,283 2.465 212 5§3.155
Average depreciation rate (straight line) 0% 2% 7% 9% -

As of 31 December 2004 the Company has totally depreciateg non-current tangible asset.
LTL 19,

s, which are stilf in use, with the gross revalued cost of
,038 thousand. Within this amount gross revalyed cost of equipment in use comprise

s LTL 13,653 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 automatic packing with the purchase price of LT( 632 thousand.
Advance of LT 174 thousand was paid on November 2005,

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

The Company's property, plant and equipment with the net book value of L T 37,543 thousand as of 31 December 2005 are insured against
naturai calamities, fire, and other damages.
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AB ALITA
Notes to the financia! statements
for the years ended 31 December 2005 and 2004
{LTL '000 unless otherwise stated}

4. Property, plant and equipment (cont'd)

Depreciation

The depreciation charge for the year ended 31 December 2005 amounts to LTL 5,749 thousand (LTL 5,638 thousand in 2004). An amount of
LTL 778 thousand (LTL 718 thousand in 2004) has been included into selling and distribution expenses, LTL 1,120 thousand (LTL 1,030
thousand in 2004) has been included into general and administrative expenses and the rest of the amount is split between cost of sales in the
statement of income and finished goods in the balance sheet.

Reversed provision for impairment

In 2005 the reversed impairment provision of LTL 5§70 thousand is related the disposed building in Svenloji‘, an impairment for which was
recorded in 2003.

Revaluation effect

Property, 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 property, 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 2.928 (497) 2431
1 May 1994 34.730 (13.665) 21.065
31 December 1995 18.867 (8.359) 10.508
Total revaluation effect 56.923 (22.580) 34,343
5. Long-term financial asset.
Subsidiary investments
Subsidiary investments consist of the following:
2005 2004
AB Anyksgiy Vynas 33.635 33.955

On 8 July 2004 a sales agreement of controlling shareholding comprising 72.93 percent of AB Anyk$ciy Vynas was signed between the State
Property Fund and AB Alita. 35,793,407 ordinary registered shares of AB Anyk$ciy Vynas were acquired for 25,610 thousand Litas . During
the second quarter 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 Anyks&iy Vynas shares for the loan from AB Hansabankas (see note 14).

Available-for-sale investments

Available-for-sale investments consist of the following:

2005 2004
AB Siauliy bankas shares 4,732 4,052
UAB Artrio-2 shares 750 750
Other securities 1 1
Total 5.483 4.803
Impairment in the beginning of the year (751) -
Available-for-sale investments written-off -
Additional impairment (751)
Impairment at the end of the year (751) (751)
Increase in value in the beginning of the year 1.701
Increase in value during the year 7.627 1.701
Increase in value at the end of the year 9.328 1.701
Total 14.060 5.753

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

On 9 October 2005 due to increase of the share capital of AB Siauliy Bankas, AB Alita received 333,517 free of 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 Siauliy Bankas shares comprising 7,627 thousand Litas was registered in the Company's accounting
as at 31 December 2005. The decision to increase the value was made based on the market value of the share which comprlsed 4 Litas per
share. increase in value of AB Siauliy Bankas shares is booked in equity (see note 11).
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Notes to the financial statements

for the years ended 31 December 2005 and 2004
{LTL '000 unless otherwise stated)

6. Inventories

Inventories consist of:

2005 2004
Raw materials 4511 11.691
Packing materials 5.329 5.342
Auxiliary materials and supplies 872 1.009
Work-in-process 3.471 4.136
Finished goods:

- alcoholic beverages 2.180 2.279

- apple products 3.681 134
Goods for resale 27 43
20.071 24534

Impairment of inventories at the beginning of the year (798) (832)
Obsotete and siow moving inventories written-off - -
Reversal of impairment 38 34
Impairment during the year - -
Impairment of inventories at the end of the year (760) (798)
Total 19.311 23.736

.

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

As at 31 December 2005, the Company has 86 thousand units of plastic crates, for which an impairment of LTL 760 thousand was recorded in
order to have the plastic crates booked at the net realisable value. Inventories are pledged for the loan from AB Hansabankaas (see note 14).

7. Prepayments and deferred cost

Prepayments and deferred cost consist of:

2005 2004

Prepayments to local suppliers 284 350
Prepayments to foreign suppliers 143 6
Deferred cost 262 948
689 1.304

Impairment in the beginning of the year - -

Doubtfu! prepayments and deferred

costs written-off - -
impairment at the end of the year - -
Total 689 1.304
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Notes to the financia; Statements
for the Years ended 31 December 2005 ang 2004
(LTL ‘000 Unless Otherwise Stateq)

Trade accounts receivapje

Trade accounts receivaple Consist of-

2005 2004

Trade accounts receivaple

18.020 7.936
Impaument in the beginmng of the year - (200)
Doubtry accounts receivaple Written-off - 200 .
Additional impairment during the year

114 -
! \_h)_ —
Total : 17.906 7.93

Other accounts receivaple

Other accounts receivaple Consist of-

2005
0
Other accounts receivable 353
T 353
Total

Additiong during the year
Impairmem at the eng of the year

Total
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AB ALITA

Notes to the financial statements

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

Cash and cash equivalents

Cash and cash equivalents consist of:

2005 2004
Cash in banks 4797 1.308
Term deposits 10.622 10.995
Cash on hand 4 38
Total 15.423 12.338

Term deposit of:
LTL Interest A term deposit
Amount rate From To

7 November 9 January
AB Siauliy bankas 1.036 2,4 2005 2006

30 December 30 January
AB Siauliy bankas 1.036 23 2005 2006

25 December 5 January
AB Siauliy bankas 1.000 23 2005 2006

30 December 15 January
AB Siauliy bankas 2.000 23 2005 2006

30 December 16 January
AB Siauliy bankas 5.000 23 2005 2006

31 December 1 January
AB bankas Hansabankas 550 0,45 2005 2006
Total 10.622

J
Shareholders’ equity
Restricted reserve

Following the shareholders decision, LTL 11,199 thousand was transferred from restricted reserves to distributable reserves.

After the Company's share capital was reduced, the legal reserve exceeded 10 percent of the share capital which was prescribed by the
Company Law. Following the shareholders decision, 2,205 thousand Litas was transferred to distributable reserves.

Revaluation reserve

2005 2004
Increase in value of AB Siauliy Bankas shares 9.328 1.701
Deferred income tax to equity (1.399) -
Total 7.929 1.701

Profit distribution

The Board of the Company will propose for the shareholders to pay 7,624 thousand Litas dividends (2,033 thousand Litas dividends were paid
for 2004). The proposal shali be approved by the General Shareholders' Meeting.
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Notes to the financial statements

for the years ended 31 December 2005 and 2004

(LTL '000 unless otherwise stated)

Basic earnings per share

Basic earnings per share are calculated as follows:

Net profit, attributable to the shareholders

Number of shares (thousands)

Earnings per share (LTL)

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

Accrued liabilities

Accrued liabilities are listed below:

Excise duty

Value added tax (VAT)
Advances received
Salaries

Accrued social security tax
Withholding income tax
Vacation pay

Other accrued liabilities

Total

2005 2004
16.826 11.760
50.827 50.827
0,31 0,17
2005 2004
8.545 4.740
4.360 4633
1.954 4.063
294 278
217 215
149 142
545 672
379 901
16.443 15.644

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

hectoliter. Excise tax rates are provided in the table below:

Alcohol content

Beverage by volume
Sparkling wine 11%
Sparkling wine drink 7-8%
Sparkling drink 9,50%
Cocktails 5-6 %
Cider 6%
Hard ligueurs 37.5-50 %
Fortified wine 21%
Wine 10,50%
Fruit wine 18-19 %

Excise tax rates

LTL for hectolitre

150 LUHLT

40 LVHLT

150 LYHLT
3200 LY/100%/MHLT

40 LYHLT
3200 LY100%/HLT

230 LVHLT

150 LUHLT

230 LUHLT
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Notes to the financial statements

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

Long-term bank ioans and leasing liabilities

The long-term loans and leasing liabilities as of 31 December 2005 can be specified as follows:

Contract
Loan amount in Balance in Interest
currency LTL 000 LTL ‘000 rate Maturity
0
AB bankas Hansabankas 76.808 §9.966 EURLIBOR 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 of the ioan

payment is provided.

For the long-term loan received the Company has pledged real estate with a book value of 25,945 thousand Litas as at 31 December 2005,
equipment with a book value of 11,104 thousand Litas as at 31 December 2005, inventories of 17,000 Litas, all cash flows to AB bank
Hansabankas, 46,577,570 ordinary registered shares of AB Anyk3giy Vynas, trade marks, AB Alita shares held by majority shareholders, which

comprise not less than 90 percent of all Company's shares.

Projected interest:

For 2006 1.523
For 2007 6§92
For 2008 31
Total 2.146

Selling and distribution expenses

Selling and distribution expenses consist of:

2005 2004
Advertising 10.762 13.543
Warehousing 791 749
Sales and marketing departments’ expenses 1.312 1.348
Transportation and logistics 881 755
Other 32 269
Total 13.778 16.664
General and administrative expenses
General and administrative expenses consist of:
2005 2004

Salaries, wages and social security 3414 3.326
Tax expenses (other than income tax) 798 1.924
Maintenance and repairs 1.045 117
Depreciation and amortisation 1.120 1.221
Redundancy compensations 619 413
Other employee related cost 200 190
Impairment of property, plant and equipment - 751
Professional services 168 354
Insurance expenses 131 144
Bank fees 25 316
Amortisation 214 39
Change in impairment of trade and other accounts

receivable, deferred cost and prepayments 114 -
Charity 1.103 519
Change in impairment for obsolete and

slow moving inventories - (34)
Other 2.113 1.516
Total 11.064 11.850

The Company employed 336 employees as of 31 December 2005 (375 employees as of 31 December 2004). During 2005 the Company's
management was paid LTL 1,102 thousand salaries (LTL 911 thousand in 2004) and LTL 1,883 thousand dividends (was not paid in 2004).
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Notes to the financial statements

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

17. Financial and other (expenses), net

Financial and other income (expenses) consist of:

2005 2004

Interest income 551 419

Other income 1.206 1.333

Interest expenses on loans (2.425) (1.842)

Currency exchange gain (loss), net (12) 5

Other expenses (877) (2.439)

Total (1.557) (2.534)

18. Information according to business and geographic segments
Segment information for the year ended 31 December 2005 is presented below:
Sparkling Hard Apple
wine Wines liqueurs products Unallocated Total

Net sales

by segment 47.443 5.307 40.806 6.287 374 100.217
Cost of sales (26.042) (3.784) (17.755) (3.453) (80) (51.114)
Depreciation

and amortisation (1.820) (393) (1.333) (344) - (3.890)
Gross profit 19.581 1.130 21.718 2.490 294 45213
Operating expenses - - - - (22.730) (22.730)
Depreciation and

amortisation - - - - (2.112) (2.112)
Operating result 19.581 1.130 21.718 2.490 (24.548) 20.371
Financial and other income

(expenses), net - - - - (1.557) (1.557)
Income tax income

(expense) - - - - (2.989) (2.989)
Net result for the year 19.581 1.130 21.718 2.490 (29.094) 15.825
Segment assets
Non-current assets 10.058 5.158 17.815 2.085 72.334 107.450
Inventories 8.980 1.366 4235 3.681 1.049 19.311
Other current assets - - - 52 35,783 35.835
Total segments assets 19.038 6.524 22.050 5.818 109.166 162.596
Segment liabilities
Trade accounts payable 788 271 904 - 3.514 5477
Other liabilities - - - - 37.556 37.556
Total segment

liabilities 788 2N 904 - 41.070 43.033

Acquisitions of
non-current assets 15 154 488 30 1.387 2.074
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Notes to the financial statements
for the years ended 31 December 2005 and 2004
(LTL '000 unless otherwise stated)

Information according to business and geographic segments (cont'd)

Segment information for the year ended 31 December 2004 is presented below:

Net sales

by segment
Cost of sales
Depreciation

and amortisation
Gross profit
Operating expenses
Depreciation and

amortisation
Operating result

Financial and other income
(expenses), net

Income tax income
(expense)

Net result for the year

Segment assets
Non-current assets
Inventories

Other current assets

Total segments assets

Segment liabilities

Trade accounts payable

Other liabilities

Total segment
liabilities

Acquisitions of
non-current assets

Sparkling Hard Apple
wine Wines liqueurs products Unallocated Total
41.835 6.602 49.323 2.183 269 100.212
(23.193) (4.360) (22.259) (1.495) (97) (51.404)
(1.774) (376) (1.511) (268) - (3.929)
16.868 1.866 25.553 420 172 44.879
- - - - (26.710) (26.710)
- - - - (1.804) (1.804)
16.868 1.866 25.553 420 (28.342) 16.366
- - - - (2.534) (2.534)
- - - - (2.081) (2.081)
16.868 1.866 25.553 420 (32.957) 11.750
11.477 4.432 18.239 2.316 67.581 104.045
13.663 561 3.137 134 6.241 23.736
- - - 750 23.006 23.756
25.140 4.993 21.376 3.200 96.828 151.537
705 734 - 3.567 5.006
- - - - 27.644 27.644
705 - 734 - 31.211 32.650
707 138 1.175 132 37.981 40.133

Revenue from foreign customers for 2005 amounts to Litas 9,488thousand ( LTL 2,704 thousand in 2004 ) and revenue from domestic market
customers amounts to Litas 90,729ousand ( LTL 97,508 thousand in 2004). All the Company's assets are located in Lithuania.
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Deferred income tax

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

Income tax expenses
Net income before income tax according to IFRS
Changes in temporary differences
Differences that are not deductible for income tax purposes
and non-taxabie income

Taxable income for the year
Current income tax 15%

Income tax of previous year
Change in deferred income tax

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

Change in deferred income tax to revaluation reserve
Deferred income tax

Temporary differences
Impairment of inventories
Impairment of investment property
Vacation pay accrual
Increase in value of investments for sale
Impairment of trade accounts receivable
Deferred costs

Total temporary differences
Deferred income tax liability before valuation allowance

Deferred income tax asset
Impairment of inventories
Impairment of investment property
Vacation pay accrual
Impairment of trade accounts receivabie
Deferred income tax asset before valuation allowance

Less: valuation allowance
Total deferred income tax asset

Deferred Income tax liability
Increase in value of investments for sale

Total deferred income tax liability

Deferred income tax asset, net

2005 2004
18.814 13.831
@11 (244)
788 614
19.391 14.201
(2.909) (2.130)
(266) (6)
185 55
(2.989) (2.081)
(1.399) -
760 798
1.943 1.990
546 672
(9.328) (1.444)
(6.079) 2.016
(912) 302
114 120
291 299
82 101
- 30
487 549
487 549
(1.399) @17
(1.399) 17)
912) 302
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20. Deferred income tax (cont'd)

tncome tax expense and income tax reconciliation

Net profit before income tax 18.814 13.831
Tax (expenses) at the applicable standard tax rate (2.822) (2.074)
Income tax of previous year (266) (6)
Tax effect of (expenses) that are not taxable in determining
taxable income (421) (217)
Tax effect of income that is not taxabie in determining
taxable income 4 9
Change in valuation allowance 185 55
Sponsorship 331 162

Income tax expense (2.969) £2,081g

Deferred income tax asset and deferred income tax liability are netted off in the balance sheet of the Company as of 31 December 2005 and
2004. This is because deferred income tax liability will be realised simultaneously with deferred income tax asset and they are both related to
the same tax authority.

The deferred tax liability of 1,399 tLTL is recorded in equity against the revaluation reserve formed on AB Siauliy bankas shares.
21. Reconciliation of the Company's statutory financial statements to IFRS financial 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 conform the Company’s financial statements for the years ended 31 December 2004 to financial statements prepared in
accordance with IFRS is set forth below:

0 Shareholders'
Profit / (Loss) equity

As per the Company's statutory financial statements

as of 31 December 2004 13.196 58.631
Change in impairment of trade accounts receivable, other
accounts receivable and prepayments 200 (200)
Revaluation of AB Siauliy Bankas shares (1.701) 1.701
;djustmem to book deferred tax liability 55 247
Transfer of profit adjustments to equity (1.446) (1.446)
As per IFRS books as of 31 December 2004 11.750 58.933

Revaluation of shares of AB Siauly Bankas is booked in the income statement in the statutory financial statements, however in the revaluation
reserve - in IFRS statements.
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Social contribution of AB Alita

During 2005 and 2004 the Company contributed to the following interest groups:

Revenue, net of excise tax and VAT
Excise duty
Sales VAT

Gross revenue

Cost of sales and operating expenses
excluding depreciation and amortisation,
salaries, wages and taxes

Purchase VAT

Total cost of sales and expenses
At disposition for allocation among interest groups
Allocated as follows:
To the society:

Excise duty

VAT, income tax, social security and other taxes
Total to the society
To 336 employees (2004 - 375 employees);

Salaries, wages and bonuses
less withholding tax on income*

To the shareholders:
Dividends
less withholding tax on income

To secure the Company'’s future:
Depreciation, amortisation

and transfers to equity

Total

2005 2004
100.217 100.212
80.931 96.311
34.851 37.749
215.999 234.272
(62.978) (74.300)
{10.052) (12.399)
(73.030) (86.699)
142.969 147 573
80.931 96.311
33.361 28.702
114.292 125.013
5116 5.077
1.734 -
21.827 17.483
142.969 147,573

* Salaries, wages and bonuses including personal income tax and social insurance tax in the financial statements distributed as follows:

To cost of sales
To selling and distribution expenses
To general and administrative expenses

Total

4.180 3.814
1.623 1.570
4.033 4.234
8.736 9618
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Financial instruments

Einancial risk management

The Company operates in an environment, giving rise fo significant exposures to credit, foreign exchange and liquidity risks. The Company
uses various techniques to manage those risks, as described below.

Foreign exchange risk
Major currency risks of AB Alita occur due to the fact that the Company borrows foreign currency denominated funds as well as being involved
in imports and exports. The Company does not use any financial instruments to manage its exposure to foreign exchange risk.

Trade and other receivables, short-term loans and accrued liabilities are denominated in Litas. Trade accounts payable denominated in Litas
and foreign currencies to the suppliers were as foliow:

2005 2004
LTL 4.600 3.966
EUR 839 960
usD 9 -
LvL 29 10
GBP - 70
Total 5477 5.006
The fong-term loans were as follow:
2005 2004
EUR 59.966 71.641

Liquidity risk

The Company's policy is to maintain sufficient cash and cash equivalents or have available funding through an adequate amount of committed
credit line facilities.

Credit risks

Due to the specifics of its operations, the Company has significant concentration of credit risk (over 90 % of total turnover) with few major
counterparties, UAB Sanitex, UAB VP Market, UAB Palink, UAB Rivona and UAB Aibés logistika being its major wholesale buyers.

The Company'’s procedures are in force to ensure on a permanent basis that sales are made to customers with an appropriate credit history.

The Company does not guarantee obligations of other parties. The maximum exposure to credit risk is represented by the carrying amount of
each financial asset. Consequently, the Company considers that its maximum exposure is reflected by the amount of trade receivables (Note 8)
and other current assets, net of impairment losses recognized at the balance sheet date.

Fair value of financial instruments

The Company's principal financial instruments not carried at fair value are trade and other receivables, trade and other payables, short-term
borrowings.

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between knowledgeable willing parties
in 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, other financial property, amounts payable and short-term credit lines is close to their fair value.
The settlement period with suppliers is from 10 to 30 days, and credit terms of purchasers are from 15 to 40 days. Not permanent clients are
required to pay in advance.
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24. Transactions with related parties

AB Alita main transactions with related parties can be specified as follows:

2005 2004
AB Anyk3ciy Vynas
Sales
Services 63 16
Goods for resale 523 998
Purchases
Services 47 26
Goods for resale 505 488

Loans issued to the sharehoiders of the Company

Loans issued in the beginning of the year

Having merged AB Invinus to AB Alita
loans issued

Loans issued

(Repayment) of loans

Total

Guarantees Issued

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

UAB Artrio-2

Sales - 32.756

Purchases

Advertising services . 741

Goods for resale - 57
AB Alita sales to UAB Artrio-2 mainly included alcohol drinks .

The accounts receivable from related parties

2005 2004
AB Anykaciy Vynas 514 589

AB Alita sales to AB Anyksciy Vynas mainly include materials of alcohol drinks and packing materials and fixed assets.

2005 2004
10.892 -
- 9.700
880 1.192
1.297 -
10.475 10.892

The company has issued guarantee on behalf of AB Anyk3&iy Vynas for the loan received by AB Anyk$ciy Vynas of LTL 10,151 thousand.




