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| Introduction

The Report on observance of corporate governaniceiples for 2014 (hereinafter the
Report) of the Joint Stock Company “Latvijagz8” (hereinafter — the Issuer) has been prepared on
the basis of the ,Principles of corporate govereaand recommendations on implementation
thereof” issued by the JSC ,NASDAQ OMX Riga” in ZDand keeping to the “observe or explain”
principle. The Report has been drawn up by the @oéthe Issuer and reviewed by the Council of
the Issuer.

The principles of corporate governance have bepheapto the operation of the Issuer to the
maximum possible extent, and in 2014 the Issuewobasrved the majority of them. In compliance
with the ,observe or explain” principle, the Repaiso includes information regarding the
principles, which the Issuer either does not oles@mwobserves partially in its operation, and the
conditions substantiating their non-observancedit¥2

The Report has been submitted to ,NASDAQ OMX Rit@jether with the audited Annual
Accounts 2014 of the Issuer, published in Latviad English on the Issuer's websitevw.lg.lv in
the ,Management” section, as well as on the webstfe ,NASDAQ OMX Riga”
www.nasdagomxbaltic.com.

Riga, April 23, 2015

Adrians avis
Chairman of the Board
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Il Principles of good corporate governance

PRINCIPLE Issuer’'s commentary

A. SHAREHOLDERS’ MEETING

Shareholders realize their right to participat¢hiea management of the Issuer at shareholders'mysett
compliancewith legal acts the Issuers shall call the annbateholders’ meeting as minimum once a \
Extraordinary shareholders’ meetings shall be dakerequired.

1. Ensuring shareholders’ rights and participationat shareholders’ meetings

The Issuers shall ensure equal attitude towards athe shareholders — holders of one category of
shares. All shareholders shall have equal rights tparticipate in the management of the Issuer — to
participate at shareholders’ meetings and receivenformation that shareholders need in order to
make decisions.

1.1. It shall be important to ensure that alltb&ders of  [The Issuer ensures the observance of
shares of one category have also equal rightgydid the this principle.
right to receive a share of the Issuer’s profilasdends or
in another way in proportion to the number of thares
owned by them if such right is stipulated for thares
owned by them.

1.2. The Issuer shall prepare a policy for thesthn of The Issuer ensures the observance of
profit. In the preparation of the policy, it is momended tothis principle.
take into account not only the provision of immeelibenefi
for the Issuer’s shareholders by paying dividedhiém bu
also the expediency of profit reinvesting, whichuhb
increase the value of the Issuer in future. lesommended
to discuss the policy of profit division at a sheolelers’
meeting thus ensuring that as possibly larger abaurof
shareholders have the possibility to acquaint tledres with
it and to express their opinion on it. The Repbe#illsspecify
where the Issuer's profit distribution policy isaea
available.

1.3.In order to protect the Issuer’s shareholdersrageto gThe Issuer ensures the observance of
sufficient extent, not only the Issuers but alsp ather this principle.
persons who in compliance with the procedure stijgal in
legislative acts call, announce and organize aesivdders’
meeting are asked to comply with all the issuesrredl to in
these Recommendations in relation to calling shadeins’
meetings and provision of shareholders with thelireq
information.
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1.4. Shareholders of the Issuers shall be prowdth the
possibility to receive in due time and regularlytaé
required information on the relevant Issuer, paéte at
meetings and vote on agenda issues. The Issudrsaina
out all the possible activities to achieve thatresy as
possible shareholders participate at meetingsetbes, the
time and place of a meeting should notriesthe attendanc
of a meeting by shareholders. Therefore, it shaolde
admissible to change the time and place of an aroeal
shareholders' meeting shortly before the meetimgghwthus
would hinder or even make it impossible for shateééis to
attend the meeting.

pringies for the year 2014
The Issuer ensures the observance of
this principle.

1.5. The Issuers shall inform their shareholdersalling a
shareholders’ meeting by publishing a notice in plamce
with the procedure and the time limits set forttegislative
acts. The Issuers are asked to announce the shdeed
meeting as soon as the decision on calling theeklo&ders’
meeting has been taken; in particular, this comwliipplies
to extraordinary shareholders’ meetinge information ol
calling a shareholders’ meeting shall be published alsting
Issuer’s website on the Internet, where it shoalgbblishel
also at least in one foreign language. It is recemhed to
use the English language as the said other lang@atiet
the website could be used also by foreign investitsen
publishing information on calling a shareholdersetng,
also the initiator of calling the meeting shalldpecified.

The Issuer ensures the observance of
this principle.

1.6. The Issuer shall ensure that compete infboman the
course and time of the meeting, the voting on dassto be
adopted , as well as the agenda and draft decisiomgich
it is planned to vote at the meeting is availahldue time tg
the shareholders. The Issuers shall also inform the
shareholders whom they can address to receive answe
any questions on the arrangements for the sharetsold
meeting and the agenda issues and ensure thatchieed
additional information is provided to the shareleoid

The Issuer ensures the observance of
this principle.

)

1.7. The Issuer shall ensure that at least 14tden) days
prior to the meeting the shareholders have theilpbgsto
acquaint themselves with the draft decisions ondsges to
be dealt with at the meeting, including those tiaate been
submitted additionally already after the announagme
calling the meeting. The Issuer shall ensure tlssipdity to
read a complete text of draft decisions, especiathey
apply to voting on amendments to the Issuer’s stafu
election of the Issuer’s officials, determinatidrtizeir

The Issuer ensures the observance of
this principle.

remuneration, division of the Issuer’s profit anley issues.
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1.8. In no way may the Issuers restrict the rafht
shareholders to nominate representatives of threlsblaers
for council elections. The candidates to the cduauil
candidates to other offices shall be nominatedumttme so
that the information on the said persons wouldvazelable
to the shareholders to the extent as stipulat€ldanse 1.9
of this Section as minimum 14 (fourteen) days pioothe
shareholders' meeting.

The Issuer ensures the observance (
this principle.

1.9. Especially, attention should be paid thatghareholde
at least 14 (fourteen) days prior to the sharehslaeeeting
have the possibility to acquaint themselves withrimation
on council member candidates and audit committealmee
candidates whose approval is planned at the meé&tthgn
disclosing the said information, also a short peaso
biography of the candidates shall be published.

The Issuer ensures the observance (
this principle.

1.10.The Issuer may not restrict the right of sharehwslde
consult among them during shareholders' meeting if it
required in order to adopt a decision or to malearcsom
issue.

The Issuer ensures the observance
this principle.

1.11. To provide shareholders with complete imi@tion on
the course of the shareholders' meeting, the Ishadr
prepare the regulations on the course of sharetsblde
meeting, in which the agenda of shareholders’ mgesind
the procedure for solving any organizational issues
connected with the shareholders’ meeting (e.gistration
of meeting participants, the procedure for the ddof
decisions on the issues to be dealt with at thdinggehe
Issuer’s actions in case any of the issues ongbeda is no
dealt with, if it is impossible to adopt a decisietc.). The
procedures adopted by the Issuer in relation tbgyaation
in voting shall be easy to implement.

The Issuer ensures the observance (
this principle.

1.12. The Issuer shall ensure that during theesimdders'
meeting the shareholders have the possibility ko as
guestions to the candidates to be elected at trelsbiders’
meeting and other attending representatives ofsgeer.
The Issuer shall have the right to set reasonaskeictions
on questions, for example, excluding the possyhihiit one
shareholder uses up the total time provided fomgsaf
questions and setting a time limit of speeches.

The Issuer ensures the observance (
this principle.

1.13. When entering the course and contentssolidsions
on the agenda issues to be dealt with at the sbialeis’
meeting in the minutes of shareholders' meetirgg, th
chairperson of the meeting shall ensure that, $e @y
meeting participant requires it, particular debaies
reflected in the minutes or that shareholder prapos

The Issuer ensures the observance (
this principle.

guestions are appended thereto in written form.




Joint Stock Company “Latvijas Gaze”
Report on observance of corporate governance pringies for the year 2014
2. Participation of members and member candidatesfahe Issuer's management institutions at
shareholders' meetings

Shareholders’ meetings shall be attended by the $sr's board members, auditors, and as
possibly many council members.

2.1. The attendance of members of the IssuerfsagementThe Issuer ensures partial observance
institutions and auditor at shareholders' meetsingdl be  (of this principle, as none of the Council
necessary to ensure information exchange between th members took part in the shareholdegrs
Issuer’s shareholders and members of management  |meeting.
institutions as well as to fulfill the right of stednolders to
receive answers from competent persons to theiqusst
submitted. The attendance of the auditor shalbeot
mandatory at shareholders' meetings at which issues
connected with the finances of the Issuer are aaltavith.
By using the right to ask questions shareholdevs tize
possibility to obtain information on the circumstas that
might affect the evaluation of the financial repantd the
financial situation of the Issuer.

2.2. Shareholders' meetings shall be attendeldebissuer’'s|The Issuer ensures the observance of
official candidates whose election is planned atrtteeting.this principle.
This shall in particular apply to council membéfsa
council member candidate or auditor candidate ablento
attend the shareholders' meeting due to an impgaeason,
then it shall be admissible that this person dag¢stiend th
shareholders’' meeting. In this case, all the sobata
information on the candidate shall be disclosedteethe
shareholders' meeting.

2.3. During shareholders' meetings, the partidgpanust  [The Issuer ensures partial observance
have the possibility to obtain information on oidils or of this principle, as the reasons of
official candidates who do not attend the meetingj a absence of the Issuer’s officials from|
reasons thereof. The reason of non-attendancedsheul the shareholders’ meeting have not
entered in the minutes of shareholders' meeting. been recorded in the minutes of the
shareholders’ meeting.

B.BOARD

The board is theIssuer’'s executive institution, which manages andepresents the Issuer in it
everyday business, therefore the Issuer shall ensuthat it is efficient, able to take decisions, ar
committed to increase the value of the company, thefore its obligationsand responsibilities have t
be clearly determined.

3. Obligations and responsibilities of the board

The Issuers shall clearly and expressively determinthe obligations and authorities of the board an
responsibilities of its members, thus ensuring a sgessful work of the board and an increase in the
Issuer’s value.
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business of the Issuer, which includes also theoresibility this principle.
for the realization of the objectives and strategieterminei
by the Issuer and the responsibility for the resatthieved.
The board shall be responsible for the said tathencil and
the shareholders' meeting. In fulfillment of itdightions,
the board shall adopt decisions guided by inteiasadl the
shareholders and preventing any potential cordlict
interests.

3.2. The powers of the board shall be stipulatatie BoardThe Issuer ensures partial observan
Regulations or a similar document, which is to bblighed [of this principle. he Board Regulatiol
on the website of the Issuer on the Internet. @bsument @are available at the Issuer’s Office af
must be also available at the registered officénefissuer. Registn.

3.3. The board shall be responsible also foctmpliance [The Issuer ensures the observance (¢
with all the binding regulatory acts, risk managemas  this principle.
well as the financial activity of the Issuer.

3.4. The board shall perform certain tasks, idicig: The Issuer ensures the observance ¢

1) corporate strategies, work plan, risk controlgedure, this principle.

assessment and advancement of annual budget andssus
plans, ensuring control on the fulfillment of plaarsd the
achievement of planned results ;

2) selection of senior managers of the Issuer oh@tation
of their remuneration and control of their work ahdir
replacement, if necessary, in compliance with mdér
procedures (e.g. personnel policy adopted by theels
remuneration policy etc.);

3) timdy and qualitative submission of reports, ensuatsp
that the internal audits are carried out and tkeldsure of
information is controlled.

3.1. The board shall have the obligation to martag The Issuer ensures the observance of

e

nd

Df

3.5. In annual reports, the board shall confinat the The Issuer ensures the observance ¢
internal risk procedures are efficient and thatrtble this principle.
management and internal control have been cartietho
compliance with the said control procedures thrauglthe
year.

Df

3.6. It shall be preferable that the board subuhiicisions [The Issuer ensures the observance ¢
that determine the objectives and strategies foieaement this principle.
thereof (participation in other companies, acquisibr
alienation of property, opening of representatitfices or
branches, expansion of business etc) to the Issoeuncil
for approval.

Of

4. Board composition and requirements for board meibers

A board composition approved by the Issuer shall bable to ensure sufficiently critical and
independent attitude in assessing and taking decisis.
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4.1. In composing the board, it shall be obsethatievery
board member has appropriate education and work
experience. The Issuer shall prepare a summaigeof t
requirements to be set for every board member,whic
specifies the skills, education, previous work eipee and
other selection criteria for every board member.

pringies for the year 2014
The Issuer ensures the observance (
this principle.

Df

4.2. On the Issuer’s website on the InternetfaHewing
information on every Issuer’s board member shall be
published: name, surname, year of birth, educatfiite
term, position, description of the last three ygar’
professional experience, number of the Issueritsqrarent
companies/subsidiaries shares owned by the member,
information on positions in other capital companies

The Issuer ensures the observance of

this principle.

4.3. In order to fulfill their obligations suceslly, board
members must have access in due time to accurate
information on the activity of the Issuer. The mbarust be
capable of providing an objective evaluation ondhbgvity
of the Issuer. Board members must have enoughftintee
performance of their duties.

The Issuer ensures the observance of

this principle.

4.4. It is not recommended to elect one and ain@esboard
member for more than four successive terms. Thesidsas
to evaluate whether its development will be faaiéd in the
result of that and whether it will be possible toid a
situation where greater power is concentrated ndsaf oni
or a number of separate persons due to their lemg-tvork
at the Issuer. If, however, such election is adrdjttt shall
be recommended to consider to change the fieldook wf
the relevant Board member at the Issuer.

The Issuer ensures partial observan
of this principle. The election of Boar
members takes place in compliance
with the Commercial Law and the
Articles of Associatio

Ce
d

4 Board members have been electeq
more than 4 successive terms, as th
are professionals of their field,
contribute to the Issuer’s developme
and have earned the shareholders’
trust. Furthermore, the areas of
competence of those Board member

are not permanent.

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

Every board member shall avoid any interest conflits in his/her work and be maximally
independent from any external circumstances and wihg to assume responsibility for the decisions
taken and comply with the general ethical principle in adopting any decisions connected with the
business of the Issuer.

5.1.1t shall be the obligation of every board membeaoig
any, even only supposedterest conflicts in his/her work.
taking decisions, board members shall be guidethdy
interests of the Issuer and not use the cooperatfers
proposed to the Issuer to obtain personal benefit.

The Issuer ensures the observance of

this principle
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5.2. On the occurrence of any interest confliat\een only
on its possibility, a board member shall notifyetboard
members without delay. Board members shall notifaoy
deal or agreement the Issuer is planning to coeclith a
person who has close relationship or is connecitdthe
board member in question, as well as inform oniatgrest
conflicts occurred during the validity period ofrabuded
agreements.

For the purposes of these Recommendations thevialp
shall be regarded as persons who have close redat
with a board member: spouses, a relative, inclukinghip
of second degree or brotheriaw of first degree, or perso
with whom the board member has had a common holgsé
for at least one year. For the purposes of these
recommendations the following shall be regardeplesisons
who are connected with a board member: legal psrson
where the board member or a closely related tolem/
person is a board or council member, performsakkest of
an auditor or holds another managing office in \wHie or
she could determine or affect the business stratéthe
respective legal entity.

The Issuer ensures the observance of
this principle

ho

5.3. Board members should not participate imigki
decisions that could cause an interest conflict.

The Issuer ensures the observance of
this principle.

C.COUNCIL

Issuer, supervises the work of the board.

In compliance with legal acts a council is the ingttion that supervises the Issuer and represents
interests of shareholders between meetings in casgpulated in the law and in the statutes of the

6. Obligations and responsibilities of the council

thereof do not have a dominating role in decision aking.

The objective of the Issuer’s council is to act ithe interests of all the shareholders, ensuring thahe
value of the Issuer grows. The Issuer shall clearlgetermine the obligations of the council and th
responsibility of the council members, as well assure that individual council members or groups

6.1. The functions of the council shall be setifan the
council regulation or a document equated theretb th

regulates the work of the council, and it shalpbélished o
the Issuer’'s website on the Internet. This docurshall be
also available at the Issuer’s office.

The Issuer ensures partial observance
of this principle. The Council
Regulations are availablat the
Issuer'sOffice and Registry.

6.2.The supervision carried out by the council oventioek
of the board shall include supervision over thaaadment
of the objectives set by the Issuer, the corpatittegy and
risk management, the process of financial accogntin
board’s proposals on the use of the profit of gsuér, and
the business performance of the Issuer in comianth
the requirements of regulatory acts. The coun@lsh
discuss every of the said matters and exprespinsonm at

The Issuer ensures the observance of
this principle.

10
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least annually, complying with frequency of callicguncil
meetings as laid down in regulatory acts, and élsalts of
discussions shall be reflected in the minutes efcibuncil’s
meetings.

that they have all the information required forthe fulfill this principle.
their duties, obtaining it from board members andrnal
auditors or, if necessary, from employees of tiseds or
external consultants. To ensure information exchatige
council chairperson shall contact the Issuer’s thoater ali
the board chairperson, on a regular basis and sisallithe
most important issues connected with the Issuerssniess
and development strategy, business activitiesyiakd
management.

6.3. The council and every its member shall bpaesible [The Issuer ensures the observance of

be stipulated that every council member has thigatobn tothis principle.
provide explanations in case the counedmber is unable |
participate in council meetings. It shall be recoemated to
disclose information on the council members whoehaot
attended more than a half of the council meetinigfsinva
year of reporting, providing also the reasons fam-n
attendance.

6.4.When determining the functions of the council hibsldThe Issuer ensures the observance of

7. Council composition and requirements for councimembers

The council structure determined by the Issuer shabe transparent and understandable and ensure

sufficiently critical and independent attitude in evaluating and taking decisions.

as council member candidate who is planned todxel principle.
at a shareholders’ meeting that they submit tddbeaer
the following information: name, surname, year iofih
education, office term as a council member, degonpof
the last three year’s professional experience, murabthe
Issuer’s or its parent companies/subsidiaries shanmed
by the member, information on positions in otheyitz
companies. The said information shall be publisiled or
the Issuer’s website on the Internet, providingadidition
to the said information, also the term of office Which
the council member is elected, its position, inoigdalso
additional positions and obligations, if any.

7.1. The Issuer shall require every council memaisewell[The Issuer ensures the observance of this

members as regards the number of additional pasitio [principle.
attention shall be paid that a council member Inasigh
time to perform his or her duties in order to fiitfneir
duties successfully and act in the interests ofgbeer to |
full extent.

7.2. When determining the requirements for cdunci  [The Issuer ensures the observance of this

11
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7.3.In establishing the Issuer’s council, the qualiia of
council members should be taken into account and
assessed on a periodical basis. The council sheuld
composed of individuals whose knowledge, opiniams &
experience is varied, which is required for thermiuto
fulfill their tasks successfully.

The Issuer ensures the observance of th
principle.

|

7.4. Every council member in his or her work sbalas
possibly independent from any external circumstarcel
have the will to assume responsibility for the dexis
taken and comply with the general ethical prin@plden
taking decisions in relation to the business ofiiseer.

The Issuer ensures the observance of th
principle.

7.5. It is impossible to compile a list of aleth
circumstances that might threaten the independeince
council members or that could be used in asse#isang
conformity of a certain person to the status of an
independent council member. Therefore, the Issusen
assessing the independence of council members beha
guided by the independence criteria of council menrsb
specified in the Annex hereto.

The Issuer ensures the observance of th
principle

7.6 It shall be recommended that at least adfadbuncil

members are independent according to the indepeadeprinciple

criteria specified in the Annex hereto. If the nuenbf
council members is an odd number, the number of
independent council members may be one personthas
the number of the council members who do not confim
the independence criteria specified in the Annertoe

The Issuer ensures the observance of th

[92)

7.7. As independent shall be considered perdats t
conform to the independence criteria specifiechen t
Annex hereto. If a council member does not conftom
any of to the independence criteria specified @mAnhnex
hereto but the Issuer does consider the councillbeem
guestion to be independent, then it shall provide a
explanation of its opinion in detail on the toleras
permitted.

The Issuer ensures the observance of th
principle

7.8. The conformity of a person to the indeperden
criteria specified in the Annex hereto shall beleated
already when the council member candidate in questi
has been nominated for election to the council. [Ekaeer
shall specify in the Report who of theuncil members al
to be considered as independent every year.

The Issuer ensures the observance of th
principles

The following Council members can be
considered independent:

Nikolay Dubil

Matthias Kohlenbac

Rainer Lin}

Achim Sat

Elena Mikhaylov

8. Identification of interest conflicts in the work of council members

Every council member shall avoid any interest conitts in his/her work and be maximally
independent from any external circumstances. Councmembers shall comply with the general ethica

12
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principles in adopting any decisions connected witthe business of the Issuer and assume
responsibility for the decisions taken.

8.1. It shall be the obligation of every coumagmber to [The Issuer ensures the observance of th
avoid any, even only supposed, interest conflictsis/herprinciple.

work. When taking decisions, board members shall be
guided by the interests of the Issuer and nothse t
cooperation offers proposed to the Issuer to olgarsons
benefit.

8.2.0n the occurrence of any interest conflict or ewply|The Issuer ensures the observance of th
on its possibility, a council member shall notifyrer principle.

council members without delay. Council memberslshal
notify on any deal or agreement the Issuer is pranto
conclude with a person who has close relationship o
connected with the council member in question, el as
inform on any interest conflicts occurred during th
validity period of concluded agreements.

For the purposes of these recommendations thenfioigp
shall be regarded as persons who have close redat
with a council member: spouses, a relative, inclgdi
kinship of second degree or brother-in-law of fdsgree,
or persons with whom the council member has had a
common household for at least one year. For thpgsas
of these recommendations the following shall beurégd
as persons who are connected with a council member
legal persons where the council member or a closely
related to him/her person is a board or council fmem
performs the tasks of an auditor or holds anothemaging
office in which he or she could determine or affibet
business strategy of the respective legal entity.

8.3. A council member who is in a possible indére The Issuer ensures the observance of th
conflict should not participate in taking decisidhat principle.
might be a cause of an interest conflict.

D. DISCLOSURE OF INFORMATION

Good practice of corporate governance for an Isshese shares are included in the market regutated
the Stock Exchange means that the informationakgsd by the Issuer has to provide a view on the
economic activity of the Issuer and its financegults. This facilitates a justified determinatadrthe
price of financial instruments in public circulatias well as the trust in finance and capital narke
Disclosure of information is closely connected withestor relations (hereinafter — the IR), whoam be
defined as the process of developing Issuer’sioglstwith its potential and existing investors atider
parties interested in the business of the Issuer.

9. Transparency of the Issuer’s business

The information disclosed by the Issuers shall berpvided in due time and allowing the shareholdel
to assess the management of the Issuer, to get dea on the business of the company and its
financial results, as well as to take grounded desibns in relation to the shares owned by them.

13
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9.1. The structure of corporate governance $ieall
established in a manner that ensures provisiomaly and
exhaustive information on all the substantial nrattbat
concern the Issuer, including its financial sitaafibusiness
results, and the structure of owners.

pringies for the year 2014
The Issuer ensures the observance (
this principle.

9.2. The information disclosed shall be checkedcise,
unambiguous and prepared in compliance with highlityu
standards.

The Issuer ensures the observance
this principle.

9.3. The Issuers should appoint a person whodhoell
entitled to contact the press and other mass noedieehalf
on the Issuer, thus ensuring uniform distributién o
information and evading publication of contradigtand
untruthful information, and this pgwn could be contacted,
necessary, by the Stock Exchange and investors.

The Issuer ensures the observance (
this principle.

Df

Of

Df

9.4. The Issuers should ensure timely and comiphdth the
existing requirements preparation and disclosurfeahcial
reports and annual reports of the Issuer. The poreefor

the preparation of reports should be stipulatetiéninternal

The Issuer ensures the observance (
this principle.

procedures of the Issuer.

Df

10. Investor relations

Considering that financial instruments of the Issues are offered on a regulated market, also such
activity sphere of the Issuers as investor relatio (hereinafter
maintaining thereof is equally important, paying sgecial attent
access to equal, timely and sufficient information.

— the IR) and the development and
ion to that all the investors have

10.1. The main objectives of the IR are the miowi of
accurate and timely information on the businegheflssue
to participants of finance market, as well as ttevision of
a feedback, i.e. receiving references from thetiegyand
potential investors and other persons. In thezai@n of
the IR process, it shall be born in mind that Hrget group
consists not only of institutional investorsdadimance marki
analysts. A greater emphasis should be put oniohaaV
investors, and more importance should be attaahed t
informing other interested parties: employees, itwesland
business partners.

The Issuer ensures the observance (
this principle.

10.2. The Issuer shall provide all investors vaitjual and
easily accessible important information relatethilssuer’
business, including financial position, ownershipicture
and management. The Issuer shall present the iafamin
a clear and understandable manner, disclosingpmstitive
and negative facts, thus providing the investots @&i
complete and comprehensive information on the rssue
allowing the investor to assess all informationilaxe
before the decision making.

The Issuer ensures the observance (
this principle.
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flow in the IR. The IR strategy of the Issuer slalcreated
using both the possibilities provided by technodsgi
(website) and relations with mass mealml the ties with th
participants of finance market. Considering thealigyment
stage of modern technologies and the accessithireof,
the Internet is used in the IR of every modern canyp This
type of media has become one of the most imponteains
of communications for the majority of investors.

his principle.

10.3.A number of channels shall be used for the info'rmlme‘;l'he Issuer ensures the observance of

Issuers in preparing the IR section of their wedssit this principle.

1) The IR section of website shall be perceivedamiy as a
store of information or facts but also as one efgghmary
means of communication by means of which it is xbsgo
inform the existing and potential shareholders;

2) all the visitors of the IR section of websitaklnave the
possibility to obtain conveniently all the infortitan
published there. Information on websites shall bigliphed
in all the foreign languages in which the Issuemmaly
distributes information so that in no way wouldeign
investors be discriminated, however, it shall betainto
account that information must be disclosed at leakatviar]
and English;

4) It shall be recommended to consider a solutian would
allow the existing and potential investors to maimties
with the Issuer by using the IR section of websigibmit
guestions and receive answers thereto, order tisé iacent
information, express their opinions etc.;

5) the information published on websites shall peated on
a regular basis, and the news in relation to thedisand its
business shall be published in due time. It shatlbe
admissible that outdated information that couldlead
investors is found on websites;

6) after the website is created the creators theesshould
assess the IR section of the website from the mdintew of
users — whether the information of interest cafobed
easily, whether the information published providaswers
to the most important questions etc.

10.4. The basic principles that should be obstebyethe  [The Issuer ensures the observance of

industry, main types of business; 7 of this Article is available at the

2) Issuer's Report ¢omply or explaify on the compliance [ SSUe"S Office

with the principles of corporate governance; - during the reporting period,

10.5. The Issuer shall ensure that at leastaih@fing The Issuer ensures partial observance
information is contained in the IR section of websi of this principle because:
1) general information on the Issuer - historytsf i - the Board Regulations and the

establishment and business, registration datarigéen of [Council Regulations referred to in Item

15
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3) Number of issued and paid financial instruments,
specifying how many of them are included in a ratpd
market;

4) information on shareholders’ meetings, draftislens to
be examined, decisions adopted — at least forateykar of
report;

5) Issuer’s statutes;

7) Issuer’s board or council regulation or a docnime
equated thereto that regulates its workyall as the Issuer
remuneration policy (or a reference where it is enad
available) and the shareholders’ meeting procedure
regulation, if such has been adopted;

8) Information on the performance of the IssuedsliA
Committee;

9) information on present Issuer’s council andrbdoa
members (on each individuallyyork experience, educatic
number of the Issuer’s shares owned by the menalseat(
the beginning of year; the information shall be ated as
required but at least annually), information oniposs in
other capital companies, and the term of officbadrd and
council members;

10) Issuer’s shareholders which/who own at leasbb#e
Issuer’s shares; and information on changes oksloéders;

11) Financial reports and annual reports of thedss
prepared in compliance with the procedure specifiddgal
acts and the Stock Exchange regulations;

12) Any other information to be disclosed by theuky, e.qg.
information on any substantialents, Issuer’s press relea
archived information on Issuer’s financial and aadmeports
on previous periods etc.

pringies for the year 2014

information on the results of work of
the Audit Committee was not published
on the Issuer’s website;

- the positions of the members of the
Issuer's Counc in other capital
companies are only partially specifie
on the Issuer’s website.

joN

E.INTERNAL CONTROL AND RISK MANAGEMENT

The purpose of internal control and risk managements to ensure efficient and successful work of
the Issuer, the truthfulness of the information diglosed and conformity thereof to the relevant
regulatory acts and business principles. Internal @antrol helps the board to identify the shortcoming
and risks in the management of the Issuer as welkdacilitates that the council's task - to supervis

the work of the board - is fulfilled efficiently.

11. Principles of the Issuer’s internal and externicontrol

To ensure successful work of the Issuer, it shalldnecessary to plan regular its controls and to
determine the procedure of internal and external (adit) control.

its work on a regular basis and define the proaediir
internal control.

11.1. To ensure successful operation, the Isshadl control

The Issuer ensures the observance of
this principle.
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11.2. The objective of risk management is to enshat the [The Issuer ensures the observance of
risks connected with the commercial activity of thguer arthis principle.
identified and supervised. To ensure an efficiesit r
management, it shall be necessary to define the bas
principles of risk management. It is recommended to
characterize the most essential potential andiegisisks in
relation to the business of the Issuer.

11.3. Auditors shall be granted access to thmamétion  [The Issuer ensures the observance of
required for the fulfillment of the auditor’s tasked the  this principle.
possibility to attend council and board meetinga/faith
financial and other matters are dealt with.

11.4. Auditors shall be independent in their warkl their [The Issuer ensures the observance of
task shall be to provide the Issuer with indepehded this principle.
objective auditing and consultation services ineoitd
facilitate the efficiency of the Issuer’s businassl to
provide support in achieving the objectives setlier
Issuer's management by offering a systematic apjprima
the assessment and improvement of risk management 3
control processes.

=

11.5. It shall be recommended to carry out aepetident [The Issuer ensures the observance of
internal control at least annually in order to ass@e work this principle.
of the Issuer, including its conformity to the pedares
approved by the Issuer.

11.6. When approving an auditor, it is recommentiat theThe Issuer ensures the observance of
term of office of one auditor is not the same a&stérm of (this principle.
office of the board.

12. Audit Committee

The Audit Committee shall be established by a resalion of the Issuer's shareholders' meeting, and
its operations and scope of responsibilities shdle set as guided by the legislation.

12.1. The functions and responsibility of the Audi The Issuer ensures the observance of
Committee should be specified in the regulatiothef this principle.
committee or a comparable document.

12.2. To assure an efficient functioning of thedAu The Issuer ensures the observance of
Committee, it is recommended that at least thrats of this principle.
members have adequate knowledge in accounting and
financial reporting, because issues related tdgsger's
financial reports and control are in the focushef Audit
Committee's operations.

17
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Issuer. Board shall advise the audit Committe® dlset

approaches to significant and unusual transactighsre
alternative evaluations are possible, and shallrenthat the
Audit Committee has access to all information tiest been
specified in the legislation.

12.3. All Audit Committee members shall have asdesheThe Issuer ensures the observance of
information about the accounting principles praadity thethis principle.

is necessary for its operations. The Audit Comrmaitieould
also be entitled to carry out an independent ingason in
order to identify, within its scope, any violatioimsthe
Issuer' activities.

12.4.The Issuer shall ensure that its officials, boasinber|The Issuer ensures the observance of
and staff release the information to the Audit Catteathatthis principle.

for its operations.

12.5. Within its scope, the Audit Committee slaalbpt The Issuer ensures the observance of
resolutions, and is accountable to the sharehdlaersting this principle.

F.REMUNERATION POLICY

13. General principles, types and criteria for sethg remunerat

ion

board or council members.

The policy of the remuneration of board and councimembers — type, structure and amount of
remuneration - is one of the spheres where persomss/olved has a potentially greater risk to find
themselves in an interest conflict situation. To avid it, the Issuer shall develop a clear remunerabin
policy, specifying general principles, types and deria for the remuneration to be awarded to the

13.1. The Issuers are called on to develop a renation
policy in which the main principles for setting the
remuneration, possible remuneration schemes amd oth
essential related issues are determined. Whileaprepthe
remuneration policy Issuer should ensure that the
remuneration of management and supervisory board
members is proportionate to the remuneration ofgbeer’s
executive and managing directors and other emp#oyee

this principle.

The Issuer ensures the observance of

13.2. Without limiting the role and operationgtioé Issuer's
management bodies responsible for setting remuaeriat
the board and council members, the drafting of the
remuneration policy should be made a responsilofitye
Issuer’s board, which during the preparation ofaftgolicy
should consult with the Issuer’s council. In orteavoid
conflicts of interest and to monitor the managenteatrd
remuneration policy, the Issuer should appointspoasible
person having sufficient experience and knowledghe
field of remuneration for development of the renmatien

policy.

this principle.

The Issuer ensures the observance of
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13.3. Should the remuneration policy contain aweenationThis principle does not apply to the

structure with a variable part in the form of tksuer's Issuer because the Issuer does

shares or share options or any other paymentsidimgj envisage schemes of remuneration

premiums, it should be linked to previously defirsdabrt- where the Issuer’s shares are provided

term and long-term goals and performance critdfria. as remuneration.

remuneration depends on fulfillment of short-teroalg

only, it is not likely to encourage an interesthe company|

growth and improved performance in the long-terime T

scope and structure of the remuneration shouldrakepethe

business performance of the company, share prit@tuer

Issuer's events.

13.4. While setting the variable part of remunergtissuer [This principle does not apply to the

should set limits on the variable component(s). fitwe- Issuer because the Issuer does

variable part of remuneration should be suffickengllow |envisage schemes of remuneration

the Issuer to withhold variable part of remuneratidhen where the Issuer’s shares are provided

necessary. as remuneration.

13.5.Where a variable part of remuneration providesdssThis principle does not apply to the

shares, share options or any other acquisitiongigtereof, |Issuer because the Issueres not

it should be desirable to prescribe a minimum needu  fenvisage schemes of remuneration

period of time. where the Issuer’s shares are provided
as remuneration.

13.6. Remuneration policy should include provisitimat  [This principle does not apply to the

permit the Issuer to reclaim variable part of reemation  |ssuer because the Issuer does

that were awarded on the basis of data which sulesgly |envisage schemes of remuneration

proved to be manifestly misstated. Such provistoougl be where the Issuer’s shares are provided

included in contracts concluded between the regf@ect jas remuneration.

executives and the Issuer.

13.7. Remuneration schemes that include Issuleai®es as [This principle does not apply to the

remuneration may theoretically cause loss to thediss  |ssuer because the Issuer does

existing shareholders because the share price mhightdueenvisage schemes of remuneration

to a new issue of shares. Therefore, prior to teparation where the Issuer’s shares are provided

and approval of this type of remuneration, it shallequiredas remuneration.

to assess the possible benefits or losses.

13.8. When preparing the remuneration policy wieere  [This principle does not apply to the

variable part is in the form of the Issuer's shareshare  |Issuer because the Issuer does

options, the Issuer shall be obliged to disclogermation orenvisage schemes of remuneration

how the Issuer plans to ensure the amount of shates where the Issuer’s shares are provided

granted in compliance with the approved remunematio |as remuneration.

schemes— whether it is planned to obtain them lyyniguon

a regulated market or by issuing new shares.

13.9. While drafting the remuneration policy amdisaging This principle does not apply to the

awarding options entitling to the Issuer's shatesStock |ssuerbecause the Issuer does not

Exchange rules regarding distribution of shareamsishoulenvisage schemes of remuneration

be taken into account. where the Issuer’s shares are provided
as remuneration.
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13.10. While setting remuneration principles wilgard to
board and council members, they should include rgéne
approach as to compensations, if any, in cases when
contracts with the said officials are terminatedr(tination
payments). Termination payments should not be ip&ne
termination is due to inadequate performance.

pringies for the year 2014
The Issuer ensures the observance (
this principle.

13.11. It is recommended to set an adequate maximu
amount of the termination payments which shouldogot
higher than two years of the non-variable part of
remuneration.

The Issuer ensures the observance (
this principle.

14. Remuneration Report

A clear and complete report on the remuneration paty with regard to the management body
members of the Issuer should be made available the shareholders. Public disclosure of the said
information would allow the existing and potentialshareholde
evaluation of the Issuer's approach the remuneratio issues; ¢
body shall draft and made public the Remuneration Rport.

14.1. The Issuer is obliged to make public the BResnation
Report — a complete report on the remuneratiorcpoli
applied to the members of the Issuer's managenoeitd
Remuneration Report may be a separate documemigypr
integrated in a special chapter of the Report pexphy the
Issuer as recommended by Item 9 of the Introduaifdhe
present Recommendations. The Remuneration Repmitc
be posted on the Issuers website.

rs to carry out a comprehensive

onsequently, the Issuer's responsible

The Issuer has only partially
implemented this principle because
such information is considered
information of limited accessibility an
containing business secret. Informat
on the total amount of remuneration
paid to the Board and Council memb
in 2014 is available in the audited
Financial Statement for 214,

Df

Df

d
on
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14.2. Remuneration Report should contain at fdmwest
following information:

1) Information as to the application of the remuatier
policy to board and council members in the pre\
financial year, specifying the material changeth Issuer
remuneration policy compared to the previous repg
period;

2) The proportion bieveen the fixed and variable part of
remuneration for the respective category of off&ig
including information with regard to vesting persoaf
variable part of remuneration;

3) Sufficient information as to linking the remuagon witH
performane. To consider the information sufficient,
report should contain:

¢ An explanation how the choice of performance da
contributes to the long term interest of the Issuer

e An explanation of the methods applied in orde
determine whether performanceriteria have beg
fulfilled;

4) Information about the Issuer's policy with rejao the
contracts with the members of the Issuer's managi
bodies, the terms and conditions of the contradtsation
notice deadlines about termination, including pagis du
in case of termination);

5) Information about the incentive schemes and
specifications and reasons for awarding any otbagfits;

6) A description of any pension or early retiremsctiemes

7) An overview of the remuneration paid to or drgnefity
received by each individual that has been boardoainci
member in the reporting period disclosing at least tl
information required in Items 14.5, 14.5 and 14lbty.

pringies for the year 2014

The Issuer has not implemented this
principle because sudnformation is
considered information of limited
accessibility and containing business
secret. Information on the total amou
of remuneration paid to the Board an
Council members in 2014 is availabl
in the audited Financial Statement fg
2014.

W(UQ:
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14.3.To avoid overlapping of information, the Issuer,ile
preparing its Remuneration Report, may omit
information required in Items 14.2 1) to 7) abopevided ||
is a part of the Issuer's Remuneration Policy demimir]
such case, Remuneration Repshbuld have a reference
the Remuneration Policy, together with an indigatwher
it is made available.

pringies for the year 2014

The Issuer has not implemented this
principle because such information
considered information of limited
accessibility and containing business
secret. Information on the total amou
of remuneration paid to the Board an
Council members in 2014 is availabl
in the audited Financial Statement fg
2014.

14.4.1f the Issuer believes that, as a result of follagvihe
provisions of Item 14.2 ahese Recommendations sens
business information might become public to theichen
of the Issuer's strategic position, the Issuer matydisclos
such information and give the reasons.

The Issuer ensures the observance
this principle because as a result of
disclosure of the information referred
to in Article 14.2 of these
recommendations not only
commercially sensitive information
would be disclosed, but also the
requirements of normative acts
protecting personal data would |
infringed.

14.5.The following remuneration and other benefits e
information about each board and council membeulshiog
disclosed:

1) Total amount paid or outstanding (salary) fa year;

2) Remuneration and other benefits received from
company associategith the Issuer. For the understandin
this Item, "associated undertaking” is a compargoeing
to the definition in Paragraph 1 of the Law on Eieancia
Instruments Market;

3) Remuneration paid as profit distribution or benand th
reasons for awarding such remuneration;

4) Compensation for fulfilment of duties in addii to thi
regular job responsibilities;

5) Compensations and any other payments receivet L
be received by board or council member who hasthe
position during the accounting period;

6) Total value of any other benefits apart fromsthbsted
under Items 1) to 5) received as remuneration.

The Issuer has not implemented this
principle because such information
considered information of limited
accessibility and containing business
secret.

Information on the total amount
remuneration paid to the Board and
Council members in 2014 is availabl
in the audited Financial Statement fo
2014.

Information on compensations a
other payments paid to the Council
members having resigned in 2014 is
available in the resolutions of the
regular shareholders’ meeting held g
July 4, 2014

ﬂ(UQ_J

f

11%

=

14.6. The following information should be disclosed
regard to the shares and/or share options or ahgi
incentive schemes resultingg ownership of the Issue
shares:

1) the number and holding conditions of sharesart
options entitling to the Issuer's shares grantedr a¥g

This principle does not apply to the
Issuer because the Issuer doet
envisage schemes of remuneration
where the Issuer’s shares are provid
as remuneration.

reporting period to the members of Issuer's managi
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bodies;

2) The number of options exercised dgrithe reportin
period, entitling to the Issuer's shares, spedfytime prici
and the number of shares obtained, or the uniteviagid b}

related incentive scheme as at the end of the tiagorear;

3) The number of noexercised options entitling to f
Issuer's shares as at the end of the reporting treaishar
price in the contract, expiry date and the key gsulel
exercising the option;

4) Information changes, if any, introduced durihg t

the option exercising rules, change of expiry dsdte).

the member of the Issuer's management board inageish

reporting period with regard to the provisionslod tontract
on options entitling to the Issuer's shares (swsothanges in

14.7 The following information should be disclosadth

private pension funds:

1) the amount of contribwdns made by the Issuer, to
benefit of individuals, to a pension scheme or sw® an
the rules for disbursement of the pension capital;

2) the participation rules, including termination o
participation, to the respective pension schemgljcgble
the concrete individual.

regard to savings or contributions to pension s@semiof this principle. Information on total

The Issuer ensures partial observance

payments made within pension plan:
private pension funds for the benefif
the Board and the Council is available
in the audited Financial Statement fq
2014.

=

14.8 Remuneration schemes involving awarding Wiéh
Issuer's shares, share options or any other tesigting in
ownership of the Issuer's shares shall be approydie
annual general meeting of shareholders. Sharelsdlder
meeting, while resolving on approval of the rematien
scheme, need not resolve on its application toredac
individuals.

This principle does not apply to the
Issuer because the Issuer does

envisage schemes of remuneration
where the Issuer’s shares are provided
as remuneration.
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Il Annex

INDEPENDENCE CRITERIA OF COUNCIL MEMBERS

As independent shall be regarded a council menfit@edssuer who:

1)

2)

3)

4)
5)

6)

7

8)
9)

has not been a board or council member of thesis#s associated company or a shareholder
that controls the Issuer in the previous threesyead does not hold the said office also within

the time period when holding the office of a colimeember. A company associated with the

Issuer shall mean a company which is included énctinsolidated financial report of the Issuer

or the consolidated report of which the Issuengduded in;

is not the Issuer’s, its associated company’'s ahareholder's which controls the Issuer
employee, except in cases when the council mendwetidate in question has been appointed
for election to the council as a representativiheflssuer's employees;

in addition to the remuneration he or she recea®s council member, he or she does not
receive or has not received any substantial additioemuneration from the Issuer, its
associated company or a shareholder that conhelssuer;

neither directly or indirectly represents the shatders that control the Issuer;

neither as of the approval nor within the last y@a@or to approval as a council member neither
directly nor directly has been in substantial basgrelations with the Issuer, its associated
company or a shareholder that controls the Issegher directly nor as a partner, shareholder
or a senior manager;

within the last three years has not been an inteorgroller, auditor or employee at a company
which is the external auditor of the Issuer, itsogsated company or a shareholder that controls
the Issuer,

is not a board member or another managing emplayee company at which the Issuer’s
board member performs the functions of a councinber and if he or she has not any other
essential relations with the Issuer's board memlbgrgarticipating in other companies or
organizational units (mutually connected conted@tions);

has not been the Issuer’s council member for mwee 10 (ten) successive years;

is not a family member (for the purposes of theausk a family member is a spouse , a parent,
or a child) of a board member or a person to whioencriteria specified in sub-clauses (1) to
(8) of this Annex apply.
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