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INDEPENDENT AUDITOR’S REPORT

To the shareholders of AB KAUNO ENERGIJA:
Report on the Financial Statements

We have audited the accompanying financial statements of AB KAUNO ENERGIJA (thereafter — the
Company) and the consolidated financial statements of AB KAUNO ENERGIJA and its subsidiary
(thereafter — the Group), which comprise the Company’s and the Group’s statements of financial
position as at 31 December 2011, and the statements of comprehensive income, statements of changes
in equity and cash flow statements for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information, as set out on pages 5-57.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

Deloitte” yra vadinamos ,Deloitte Touche Tohmatsu Limited”, Jungtinés Karalystés ribotos atsakomybés bendrove,
ir grupei priklausancios bendrovés narés, kuriy kiekviena yra atskiras ir nepriklausomas juridinis asmuo Daugiau
informacijos apie oficialia ,Deloitte Touche Tohmatsu Limited" struktira galite rasti www.deloitte com/It/apie

Member of Deloitte Touche Tohmatsu



Basis for Qualified Opinion

The carrying value of property, plant and equipment of the Group and the Company amounting to
LTL 336 million and LTL 335 million, respectively, at 31 December 2011 (31 December 2010:
LTL 319 million and LTL 317 million, respectively) includes assets with the carrying value of
LTL 132 million (31 December 2010: LTL 134 million) received as a contribution in-kind from one
of the Company’s shareholders in 2009. The fair value of these assets acquired from the shareholder
was estimated upon their transfer to the Company by local independent qualified valuators using
depreciated replacement cost method and was not subject to adequate profitability test as required by
the International valuation standards and therefore, may not be a reliable estimate of their fair value.
Following to the provision of IAS 16 “Property, plant and equipment”, the cost of property, plant and
equipment acquired in exchange for non-monetary assets should be measured at fair value. In the
absence of reliable information about the fair value of these assets we were unable to satisfy ourselves
as to determine whether the assets received as a contribution in-kind have been recognized in
appropriate values in accordance with the International Financial Reporting Standards as adopted by
the European Union.

Qualified Opinion

In our opinion, except for the possible effect of the mater described in Basis for Qualified Opinion
paragraph, the financial statements and consolidated financial statements give a true and fair view of
the financial position of the Company and the Group as at 31 December 2011, and their financial
performance and cash flows for the year then ended in accordance with the requirements of the
Republic of Lithuania Law on Accounting and Financial Reporting and International Financial
Reporting Standards as adopted by the European Union.

Report on Other Legal and Regulatory Requirements

Furthermore, we have read the accompanying consolidated annual report for the year ended
31 December 2011, set out on pages 58 — 121 of the financial statements, and have not identified any
material inconsistencies between the financial information included in the annual report and the
financial statements for the year ended 31 December 2011.

Deloitte Lietuva UAB
Licence No 001275

Sigitas Babarskas
Lithuanian Certified Auditor
Licence No 000403 /
/
Vilnius, Lithuania

29 March 2012



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

Statements of Financial Position

Group Company
Asof 31 Asof31 As of 31 As of 31
December December December December
Notes 2011 2010 2011 2010
ASSETS
Non-current assets
Intangible assets 3 30¢ 62€ 29¢ 614
Property, plant and equipment 4
Land and buildings 27675 28,654 26,259 27,184
Structures and machinery 295,31 273,796 295,336 273819
Vehicles 25¢ 46¢€ 24z 404
Equipment and tools 1138C 5,548 11,813 5,456
Construction in progress and prepayments 99¢ 10,181 998 10,181
Total property, plant and equipment 33612¢ 318,645 334,648 317,044
Non-current financial assets
Investments into subsidiary 1 - - 5,341 5,55¢
Non-current accounts receivable 5 43 61 43 61
Other financial assets 6 95 237 95 237
Total non-current financial assets 13¢ 298 5,479 5,856
Total non-current assets 336572 319,569 340,426 323,514
Current assets
Inventories and prepayments
Inventories 7 4.74¢ 5,270 4,622 5,144
Prepayments 40¢% 507 475 598
Total inventories and prepayments 5,151 5,777 5,097 5,742
Current accounts receivable 8
Trade receivables 58,994 72,245 58,907 71,989
Other receivables 5,60z 5,597 5,740 5,772
Total accounts receivable 64 59¢ 77,842 64,647 77,761
Cash and cash equivalents 9 5,93¢€ 3,574 5,899 3,524
Total current assets 7%8¢ 87,193 75,643 87,027
Total assets 41225¢ 406,762 416,069 410,541

(cont’d on the next page



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania
CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEME NTS FOR THE YEAR 2011

(all amounts are in LTL thousand unless otherwise stated)

Statements of Financial Position
(cont’d)

Notes

EQUITY AND LIABILITIES
Equity
Share capital 1
Legal reserve 10
Other reserve 10
Retained earnings (deficit)

Profit for the current year

Profit (loss) for the prior year

Total retained earnings (deficit)
Total equity
Liabilities
Non-current liabilities
Non-current borrowings 11
Financial lease obligations 12
Deferred tax liability 21
Grants (deferred income) 13
Employee benefit liability 14

Other non-current liabilities
Total non-current liabilities

Current liabilities
Current portion of non-current borrowings

and financial lease 11,12
Current borrowings 11
Trade payables
Payroll-related liabilities
Advances received
Taxes payable
Derivative financial instruments 15
Current portion of employee benefit liability 14
Other current liabilities
Total current liabilities
Total liabilities

Total equity and liabilities

Group Company
Asof 31 Asof31 Asof 31 Asof31l
December December December December
2011 2010 2011 2010

256,39z  25€,392 25€,392 25€,392
635 448 635 448
3,468 - 3,468 -
1354C 4,167 13442 3,737
(3,353) (3,865) 90 8
10,187 302 13,532 3,745
27068z 25714z 274,027 26058¢
32,169 31,811 32,169 31,811
- 10 - -
6,771 5,551 7,440 6,220
22,21 16,790 22,211 16,790
1,671 1,593 1,671 1,593
192 410 192 410
63,014 56,165 63,683 56,824
11,305 13,737 11,295 13,703
7,765 15,023 7,765 15,023
54,927 60,981 55,000 60,977
1,978 1,938 1,758 1,712
952 57C 94¢ 571
102 128 70 73
333 479 333 479
735 237 735 237
461 362 457 357
78,559 93,455 78,359 93,132
14157  14962C 14204z 14995¢
412,255 406,762 416,069 410,541

The accompanying notes are an integral part oktfirancial statements.

General Manag Rimantas Bakz

e

(the end)

29 March 20:2

Chief Accountar Violeta StaSkniens %

29 March 201.

S



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania
CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEME NTS FOR THE YEAR 2011

(all amounts are in LTL thousand unless otherwise stated)

Statements of Comprehensive Income

Group Company
Notes 2011 201C 2011 201C

Income
Sales income 16 309,345 306,856 308,622 305,441
Other operating income 18 2,343 2,202 1,846 1,935
Total income 311,688 309,058 310,468 307,376
Expenses
Fuel and heat acquired (233,756)  (221,932) (223,756) (221,932)
Salaries and social security (22,334) (20,608) (21,412) (19,416)
Depreciation and amortisation 3,4 (15,888) (15,788) (15,842) (15,709)
Repairs and maintenance (5,703) (4,236) (5,703) (4,236)
Write-offs and change in allowance for

accounts receivable 5,8 (2,189) (17,289) (2,189) (17,289)
Taxes other than income tax (4,312) (4,350) (4,286) (4,309)
Electricity (2,515) (2,558) (2,504) (2,546)
PetraSinai power plant operator expenses 1 - (812) - (812)
Materials (1,962 (1,674, (1,847, (1,484,
Maintenance of heating and hot water -

system (463 (1,026 (552
Water (1,160) (825) (1,156) (822)
Change in allowance for inventories 7 (999) 30 (999) 30
Other expense 17 (10,661, (9,598 (10,541, (9,360;
Other activities expenses 18 (1,334) (1,349) (677) (808)
Total expenses (303,276) (300,989) (301,938) (299,245)
Profit 8,412 8,069 8,530 8,131
Finance incom 19 8,001 2,024 8,001 2,024
Finance costs 20 (1,653) (2,405) (1,869) (2,897)
Finance cost, net 6,348 (381) 6,132 (873)
Profit before income tax 14,760 7,688 14,662 7,258
Income tax 21 (1,220) (3,521) (1,220 (3,521)
Net profit 13,540 4,167 13,442 3,737
Total comprehensive income 13,540 4,167 13,442 7%,
Profit attributable to the shareholders 13,540 64,1 13,442 3,737
Basicand dilutecearnings per sharLTL) 22 0,32 0,1C 0,31 0,08

The accompanying notes are an integral part oktfirancial statements.

General Manager Rimantas Bakas

29 March 2012

Chief Accountant Violeta StaSkniens %—
|

29 March 2012




AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

Statements of Changes in Equity

Group Notes

Balance as of 31 December 2009
Total comprehensive income

Transferred from reserves 10
Transferred to reserves 10
Increase in share capital 1
Payment of dividends 1
Balance as of 31 December 2010

Transferred from reserves 10

Total comprehensive income
Balance as of 31 December 2011

Company Notes

Balance as of 31 December 2009
Total comprehensive income

Transferred to reserves 10
Payment of dividends 1
Increase in share capital 1

Balance as of 31 December 2010

Total comprehensive income
Transferred from reserves 10

Balance as of 31 December 2011

Retained
earnings
Share Legal Other (accumulated
capital reserve reserve deficit) Total
255,711 233 - (61) 255,88.
. - - 4,167 4,167
- (233) - 23¢ -
- 448 - (448 -
682 - - - 682
- - - (3,589) (3,589)
256,309. 448 - 30z 257,14,
) 187 3,468 (3,655) -
- - - 1354C 1354C
256,309. 635 3,468 10187 27068
Retained
earnings
Share Legal Other (accumulated
capital reserve reserve deficit) Total
255,710 - - 4,045 259,755
- - 3,737 3,737
- 448 - (448) -
- - - (3,589) (3,589)
682 - - - 682
256,392 448 - 3,745 260,585
- - - 13,442 13,442
- 187 3,468 (3,655) -
256,392 635 3,468 13,5632 274,027

The accompanying notes are an integral part oktfirancial statements.

General Manager

Rimantas Bakas

A~

29 March 2012

Chief Accountant

Violeta Staskniere

29 March 2012




AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania
CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEME NTS FOR THE YEAR 2011

(all amounts are in LTL thousand unless otherwise stated)

Statements of Cash Flows

Cash flows from (to) operating activities
Net profit

Adjustments for non-cash items:

Depreciation and amortisation

Write-offs and change in allowance for accounts
receivable

Interestexpenses

Change in fair value of derivatives

Loss (profit) from sale and write-off of property,

plant and equipment and impairment loss

(Amortisation) of grants (deferred income)

Change in allowance for inventories

Change employee benefit liability

Income tax expenses

Change in accruals

Impairment of investment in subsidiary

Elimination of other financial and investing actyi
results

Total adjustments for non-cash items:

Changes in working capital:

Decrease in inventories

(Increase) decrease in prepayments

(Increase) in trade receivables

(Increase) decrease in other receivables

Increase in other non-current liabilities

Increase (decrease) in current trade payables and
advances received

Increase (decrease) in payroll-related liabilities

(Decrease) increase in other liabilities to budget

(Decrease) in other current liabilities

Total changes in working capital:

Net cash flows from operating activities

Group Company
2011 2010 2011 2010
13,540 4,167 13,442 3,737
17916 17,345 17,778 17,173
2,206 17,321 2,206 17,321
1,466 2,177 1,465 2,175
(146) (308) (146) (308)
205 309 205 309
(896 (632 (896, (632
999 (30) 999 (30)
719 (362) 719 (362)
1,220 3,521 1,220 3,521
(265) (211) (233) (268)
- - 217 495
(7,810)  (1,686) (7,811) (1,686)
15,614 37444 15,723 37,708
(450) 132 (452) 156
10z 10¢ 123 21z
11,038  §29; 10,869 (29,670)
(586) (794 (549) (670)
34 3 34 3
289 587 358 18,557
72 12¢ 46 52
(26) (1188, 3 (1,186)
(114 (266 (113 (272
10,359 (1202 10,313 (12,818)
39,513 ZR)¢ 39,478 28,627

The accompanying notes are an integral part ottfirancial statements.

(cont’d on the next page)



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania
CONSOLIDATED AND PARENT COMPANY'S FINANCIAL STATEME NTS FOR THE YEAR 2011

(all amounts are in LTL thousand unless otherwise stated)

Cash flows from (to) the investing activities

(Acquisition) of tangible and intangible assets

Proceeds from sale of tangible assets

Interest received for overdue accounts receivable

Increase in cash flows from non-current accounts
receivable

Interest received

Net cash (used in) investing activities

Cash flows from (to) financing activities
Proceeds from loans

(Repayment) of loans

Interest (paid)

Financial lease (payments)

Penalties and fines (paid)

Dividends (paid)

Receivedgrants

Net cash flows from (used in) financing activities

Net (decrease) increase in cash and cash
equivalents

Cash and cash equivalents at the beginning
of the year

Cash and cash equivalents at the end of the year

Group Company
2011 2010 2011 2010

(34,526) (29,983) (34,514)  (29,971)
35 9 35 9
1,86¢ 1,704 1,86¢ 1,704
24 - 24 4

26 12 26 12
32,572) (28,258) (32,560) (28,242)
9,336 21,963 9,336 21,963
(18,644 (20,925 (18,644, (20,925
(1,949) (2,388) (1,948) (2,386)
(34) (51) - -
(45) (30) (44) (30)

- (3,585, - (3,585,

6,757 5,008 6,757 5,008
(4,579) (8 (4,543) 45
2,362 443 2,375 430
3,574 3,131 3,524 3,094
5,936 3,574 5,899 3,524
(the end)

The accompanying notes are an integral part oktfieancial statements.

General Manager Rimantas Bakas

Y =

29 March 2012

Chief Accountant Violeta Staskniere

A,

29 March 2012

10

P



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

Notes to the financial statements
1. General information

AB Kauno Energija (hereinafter the Company) is aljgulimited liability company registered in the Reblic
of Lithuania. The address of its registered offgcas follows: Raudondvario Rd. 84, Kaunas, Lithaan

AB Kauno Energija consists of the Company’s hedit@find the branch of Jurbarko Silumos Tinklai.

The Company is involved in heat, electricity getieraand distribution and maintenance of the hegtind hot
water systems. The Company was registered on 1199y after the reorganisation of AB Lietuvos Eiijarg
The Company’s shares are traded on the Baltic Skecyrbist of the NASDAQ OMX Vilnius.

As of 31 December 2011 and of 31 December 2016tihesholders of the Company were as follows:

As of 31 December 2011 As of 31 December 2010
Number of Percentage Number of Percentage
shares owned of ownership shares owned  of ownership

(unit) (%) (unit) (%)

Kaunas city municipality 39,665,892 92.82 39,662,8 92.82

Kaunas district municipali 1,606,16: 3.76 1,606,16: 3.76
Jurbarkas district municipality 746,405 1.75 746,405 1.75
Other minor shareholders 713,512 1.67 713,512 1.67
42,731,977 100.00 42,731,977 100.00

All the shares with a par value of LTL 6 each amdirary shares. The Company did not hold its owares$in
2011 and 2010.

On 23 July 2009 in the Company's Shareholders Mgetiwas decided to increase the share capitaédnng
22,700,000 ordinary shares with the par value LTda6éh. Priority right to acquire issued shares gvaated to
Kaunas city municipality. The issue price of shasesqual to their nominal value. For this shae @ompany
received a contribution in-kind comprising manif®lith Kaunas city with the value of LTL 136,200 tsand
which was established by the independent propettyators under the replacement cost method.

On 17 February 2010 in the Company's Extraordirdnareholders Meeting it was decided to increase the
share capital by LTL 682 thousand (from LTL 255,71fiousand to LTL 256,392 thousand) issuing 113,595
ordinary shares with the par value LTL 6 each. HEsee price of shares is equal to their nominaleza”A
building of a boiler house located in Kaunas cibyyned by Kaunas City Municipality, and engineering
networks located in Jurbarkas city, owned by JldmRegion Municipality, were received as a non-gtary
contribution in kind for these shares. The valughid non-monetary contribution as of the transfate was
determined by independent valuators under the cepiant cost method.

All shares were fully paid as of 31 December 20dd 2010.

On 13 May 2010 The Annual General Meeting of Shalddrs has made a decision to pay
LTL 3,589 thousand, i.e. at 8.4 cents a sharevidends from the profit of the year 2009. Dividendsre paid

in accordance with law. The unpaid part of divideadhounting to LTL 4 thousand which was not paithout

a Company’s fault is accounted for in other curtettilities in 31 December 2011 and 31 Decembdi020

The Group and the Company also involved in mainmteaaf heating systems. On 1 July 2006 on the lodisis
Kaunas Energy Services Department AB Kauno Eneggjablished the subsidiary UAB Past&rieZiiros
Paslaugos (hereinafter the Subsidiary). The mdiriycof the Subsidiary is exploitation and mainéace of
building heating network and heating consumptionigment, internal engineering networks and systams
well as building structures. After establishingsobsidiary the employees of the Company workiniatnas

11



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

Energy Services Department were dismissed fronCtrapany and hired by Subsidiary. From 1 July 206 t
Company is contracting the Subsidiary for permartedhnical maintenance of heating and hot wateplgup
systems.

The Group consists of the Company and the Subgili@reinafter the Group):

Share Loss for the
Registration held by Cost of reporting Total Main
Company address the Group investment period equity activities
UAB Pastat Maintenance
Prieziiros Savanorj Ave. of heating
Paslaugos 347, Kaunas 100% 6,518 (217) 5,341 systems

As of 31 December 2011 accumulated impairment dwssnvestment in UAB PastatPrieziiros Paslaugos
amounted to LTL 1,177 thousand (31 December 20T0_-960 thousand) in the Company’s profit or loss.

Legal Reqgulations

Operations of AB Kauno Energija are regulated by eating Law No. IX-1565 of 20 May 2003 of the
Republic of Lithuania. Starting from 1 January 20@8& Law amending the Heating Law No. X-1329 of
20 November 2007 of the Republic of Lithuania cameo force. On 13 of October, 2011 the change in
Heating Law has been announced. It determineshibiing and hot water systems as well as heatgoint
blocks of flats must be supervised by the supervigoelated to the supplier of heat and hot watbig must be
chosen by inhabitants of this block of flats, withoeference to ownership of these heat pointss thange in
the Heating Law of the Republic of Lithuania No B1B came into force starting 1 of November, 2014y A
expenses, related to supervision of the heat pametsot included in a heat price since that date.

According to the Heating Law of the Republic offiLibinia, the Company’s activities are licensed agalated
by the State Price Regulation Commission of En&ggources (hereinafter the Commission). On 26 Bepru
2004 the Commission granted the Company the hegihiition license. The license has indefinite migtu
but is subject to meeting certain requirements ieay be revoked based on the respective decisiadheof
Commission. The Commission also sets price cahfoheat supply. On 12 September 2008 by the decisi
the Commission, the territory in which the Compaay provide heat distribution activity was re-defin as
the Company sold Paliai boiler house in Marijanépbstrict.

Operational Activity

The Company’'s generation capacity includes a pgeant in Petrasinai, 3 district boiler-houses in Kaunas
integrated network, 7 regional boiler-houses in iairegion, 1 regional boiler-house in Jurbarkag di4
isolated networks and 35 local gas burning boitasdes in Kaunas.

Total installed heat and electricity generationacdy is 496,20 MW and 8.75 MW, respectively, ofiinich
254.8 MW of heat generation and 8 MW of electripazity are located at the power plant in Pefiraii
27 MW of heat generation capacity is located irbdtkas city. The total Company’s power generatpacity
is 504,95 MW.

In 2003 the Company sold part of the assets ostihelivision Kauno Elektrinto UAB Kauno Termofikacijos
Elektrine (hereinafter KTE) and committed to purchase a$tl&% of the annual demand of the integrated
heating network in Kaunas from this company. Thetat is valid for 15 years from the sales agredrdate.
The contract established that the purchase prideeaf energy from KTE would not increase during first

5 years from the date of signing the contract. Ne\at sale price for KTE and the Company was apprtwye
the Commission and became effective starting 1 bbee 2008. The Company participates as a thirdy part
administrative litigation between KTE and the Corssion.

12



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

On 8 June 2006 AB Kauno Energija signed the agreemigh UAB Energijos SistemServisas regarding the
operation of Petra@nai power plant and its assets locatedeghilhes Str. 12, Kaunas. The contract was valid
for a period of three years. Starting from 4 Jud0& UAB Energijos SisteqnServisas started to provide
operation services of Petrasai power plant. A new contract valid until 4 Aug@2810 for a purchase of this
service was signed with UAB Energijos Siste®ervisas on 3 July 2009. After the end of agre¢ntbe
Company did not prolong a term of agreement andabgg power plant itself.

In the year 2011 the average number of employetseabroup was 640 (622 employees in 2010). Iryds
2011 the average number of employees at the Compas 85 (558 employees in 2010).

Strategic Decisions

On 14 October 2009, an administration of AB Kaunergija has been allowed by the decision No. 20®2-2
of the Managing Board of the Company to announenttender of the buildings, which are situatethatsite

of Petradinai power plant in order to attract an external additional finance for installation / building /
reconstruction of biofuel facilities, buildings Wwitsteam turbine producing heat and electricity &md
reconstruction of buildings. On 5 November 2008 tender has been terminated by the decision N-280D

of AB Kauno energija Managing Board and considerthng recommendation of Economy and Energy
Committee of Kaunas City Council No MU-34 of 27 Glmér 2009 and the decision of the Company
supervisory council No 2009-04 of 5 November 2009.

On 19 April 2010 the College of the Kaunas City @aldiscussed the issue of establishing of thetjeenture
and has made a decision to agree in principle amddommend to the Managing Board of AB Kauno €jeerg
to start the negotiations with UAB Fortum Heat Liet regarding the construction of the new local-fited
power plant and the establishment of the new j@nture. A working group for negotiations with UABrtum
Heat Lietuva has been formed.

On 3 November 2010 the College of Kaunas City Culiscussed the issue of the cooperation of AB rau
energija and AB Lietuvos energija and decided tomamend to the Managing Board of AB Kauno energija
start the negotiations with AB Lietuvos energijgaeding the construction of a new local fuel-figgziver plant
and the establishment of the new joint venturehat site of the present Petfa¥ii power plant. On 24
November 2010 the Managing Board of AB Kauno ef@rgas made a decision No 2010-33-2 regarding
establishment of the joint venture with AB Lietuvasergija.

On 18 August 2011 the negotiations with UAB Fortdenat Lietuva were terminated by the decision No1201
22-1 of Company’'s Managing Board due to the nothfmyming tenders. The decision No 2010-14-2.2
Regarding the establishment of negotiations grdug9aApril 2010 and the decision No 2010-21-1. Rdgay

the specification of consist of negotiations groapthorized to negotiate with UAB Fortum Heat Lietuof

14 July 2010 regarding establishment of joint vemtand regarding the confirmation of its workimgulation
has been recognized as spent.

On 18 August 2011 by the decision No 2011-22-1 Bfkauno energija Managing Board has been recognized
as spent the decision No 2010-33-2 of 24 Novemb#&6 Regarding the establishment of joint venturth viiB
Lietuvos energija, by which the repartition of tslgares and of the ensured votes at the Generaingext
shareholders of established joint venture (hert@naf Project Company) has been decided, the deciNb
2011-4-1 of 21 February 2011 Regarding the modificaand addition of decision No 2010-33-2 of 24
November 2010 of AB Kauno energija Managing Boaegi&ding establishment of joint venture, by whiels h
been decided that it will be other repartition lné tshares and of the ensured votes of the Profmtipény at
the General meeting of shareholders (hereinaft&@MsS); to plan in the project of prepared statuteth
Project Company, that a qualified majority of voa¢$GMS of established Project Company, which essary

in order to make decisions, indicated in part kludipter 28 of the Lithuanian law of Joint-stock pamies
(hereinafter — AB), must be no less than 3/4 oftladl votes of all shareholders taking part in dhalders
meeting, and must be no less than 4/5 of all thesvof all shareholders taking part in shareholdeesting
when the decisions indicated in part 2 of chap&npPRthe Lithuanian law of Joint-stock companies arade,
the decision No 2011-8-1 of 16 March 2011 Regardisigblishment documents of Petilagi energija UAB,
by which a further procedures of documents appration of above mentioned company with represerdativ
of AB Lietuvos energija has been assigned to warkiroup, formed for establishment documents ofd3itny
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energija UAB preparation, the decision No 2011-1df13 April 2011 Regarding establishment documeits
PetraSiny energija UAB, by which has been decided to coragittitionally the project of Petrasiy energija
UAB shareholders' agreement.

Assessing the above mentioned information aboutitfgsions of Kaunas City Council College, unsusfigs
negotiations with UAB Fortum Heat Lietuva and ABetuvos energija, the decisions of AB Kauno energija
Managing Board from the period of 2009 - 2011 rdgey biofuel usage in Petragiai power plant, the
Company's managing Board by its decision No 20211-22 18 August 2011 has allowed the administratmn
start a procedures of the lease of part of thellmgk / structures situated at the site of Patmasipower plant

in order to attract investors for development affbbél burned power plant construction project.

The Group and the Company invested LTL 35,202 and9® thousand in the own property during 2011
(during 2010 — LTL 30,838 and 30,826 thousand).

On 14 of July, 2011 the Kaunas city council appto@mpany's investment plans for the years 2012152
according to which investments in amount of LTL Z&/million are intended to invest into Companyssets
during the period of the years 2012 — 2015.

In order to implement the European directives réigar Pollution Prevention and Renewable energyuess
and to create premises for heat price reductiom,Gbmpany submitted 3 applications for the Lithaani
business support agency (hereinafter — LBSA) inévaver 2011 in order to get the partly financingrfro
European Union structural funds (hereinafter - EJ®F building of the new bio-fuel powered cogerigna
power plants. The new cogeneration power plantPétrasinai power plant territory, also in Inkaras and
NoreikiSkes boiler-houses territories would be built in actzorce to these applications. All these three ptojec
would contribute to the reduction of Greenhouse Basssions.

The total amount requested is LTL 17.74 millioneTdmount of LTL 6 million is requested from EUSF floe
project Building of bio-fuel powered cogeneratioower plant in Inkaras boiler-house. The amount of
LTL 5.74 million is asked from EUSF for the proj&ilding of bio-fuel powered cogeneration powesnlin
NoreikiSkes boiler-house. And for the project The reconstomcbf Petraginai power plant equipping with a
new cogeneration bio-fuel power plant the amouritTdf 6 million is requested. Financing for thesejpcts is
requested according to the measure Use of renevesigliegy sources for energy production of the gsiori
Environment and sustainable development of Operaltierogramme for Promotion of Cohesion.

The Company initiated those new bio-fuel cogenenaiower plants projects regarding to conditionailyh
price of the heat, which is bought from KTE andider to join Lithuania’s international liabiliti¢s increase
usage of renewable sources for energy productidnt@ameduce Lithuania’s dependence from importessifo
fuel, and to provide heat energy at the competjiivee.

It is planned, that the electric power of the phahich is intended to build in Company’s Inkarasldrshouse
would contain 3.5 MW and the heat power — approi@mall.4 MW, underrating the heat produced in
condensation economizer. It is planned to prodim®ial107 GWh of heat energy with this new equipment
annually, also rating the heat energy producedomdensation economizer, and approximately 25 GWh of
electric energy. Approximately 67 thousand tonsmofbd would be used for the production of this egerg
annually.

The Company intends to build a cogeneration powantpoperating on a steam turbine basis in theeMidikes
boiler-house. The capacity of produced electriagyneould reach 0.4 MW there, and the capacityrofipced
heat energy could reach approximately 1.3 MW. fileaned to produce about 11.6 GWh of heat eneitly w
this new equipment annually, also rating the heagrgy produced in condensation economizer, and
approximately 2.7 GWh of electric energy. Approxiela 7.26 thousand tons of wood would be used Her t
production of this energy annually.
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It is also planned to build a new cogeneration pgul@nt, operating on a steam turbine basis ildbmpany's
PetraSinai power plant. The capacity of produced ele@riergy could reach 16 MW there, and the capacity of
produced heat energy could reach approximately ¥4. M is planned to produce about 428.3 GWh of heat
energy with this new equipment annually, also mathre heat energy produced in condensation ecoronard
approximately 116.1 GWh of electric energy. Approately 257.5 thousand tons of wood would be used fo
the production of this energy annually.

The Company presented applications to the LithumBavironmental Investment Fund (hereinafter - DEIF
regarding the financing of reconstructions of Nkig¢s and EZedis boiler-houses equipping them with bio-
fuel powered water boilers. The Company seeks toagéinancial support in amount of approximately
LTL 4.7 million for the financing of these projedtem LEIF.

Currently the Company has got applications frompb@ential independent heat producers (the totalepow
capacity — 260 MW) regarding the connection to tbempany’s integrated heat supply network. On
11 of November, 2011 the seminar — discussion liesé potential independent heat producers has been
arranged. At this seminar — discussion the Comgamounced that the connection to the network réigula
(Grid-code) for potential independent heat prodsieel be created. The draft of this document readly done

at the moment and the final version of the docunwitit be presented shortly for public discussiorheT
document will be the first and without parallel iithuania. The continuity of the project is desedbin

Note 26.

2. Accounting principles

2.1.Adoption of new and revised Standards

In the current year, the Company and the Group dupted all of the new and revised Standards and
Interpretations issued by the IASB and the IFRIGHe& IASB as adopted by the EU that are relevarihéo
Company and the Group operations.

Standards and Interpretations effective in the cemnt period

The following amendments to the existing standasdsed by the International Accounting Standardar&8o
and adopted by the EU are effective for the curnpemiod:

= Amendments to IAS 24 “Related Party DisclosuresSimplifying the disclosure requirements for
government-related entities and clarifying the wigfin of a related party, adopted by the EU on
19 July 2010 (effective for annual periods begignam or after 1 January 2011),

= Amendments to IAS 32 “Financial Instruments: Préagan” — Accounting for rights issues,
adopted by the EU on 23 December 2009 (effectiveaionual periods beginning on or after 1
February 2010),

=  Amendments to IFRS 1 “First-time Adoption of IFREImited Exemption from Comparative IFRS 7
Disclosures for First-time Adopters, adopted by B¢ on 30 June 2010 (effective for annual periods
beginning on or after 1 July 2010),

= Amendments to various standards and interpretatiomsrovements to IFRSs (2010)” resulting from
the annual improvement project of IFRS publishedbdday 2010 (IFRS 1, IFRS 3, IFRS 7, IAS 1,
IAS 27, IAS 34, IFRIC 13) primarily with a view t@moving inconsistencies and clarifying wording,
adopted by the EU on 18 February 2011 (amendmeat® de applied for annual periods beginning on
or after 1 July 2010 or 1 January 2011 dependingtamdard/interpretation),

=  Amendments to IFRIC 14 “IAS 19 — The Limit on a oefd benefit Asset, Minimum Funding
Requirements and their Interaction” - Prepaymefits Minimum Funding Requirement, adopted by
the EU on 19 July 2010 (effective for annual pesibeéginning on or after 1 January 2011),

= |FRIC 19 “Extinguishing Financial Liabilities witlEquity Instruments”, adopted by the EU on
23 July 2010 (effective for annual periods begignim or after 1 July 2010).

The adoption of these amendments to the existemdsrds has not led to any changes in the Compangs
the Group’s accounting policies.
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Standards and Interpretations issued by IASB andated by the EU but not yet effective

At the date of authorisation of these financiatesteents the following standards, revisions andrjmégations
adopted by the EU were in issue but not yet effecti

=  Amendments to IFRS 7 “Financial Instruments: Disol@s” - Transfers of Financial Assets, adopted
by the EU on 22 November 2011 (effective for anmexiods beginning on or after 1 July 2011).

The Company and the Group has elected not to dtlepe standards, revisions and interpretationshiarece
of their effective dates. The Company and the Granigcipates that the adoption of these standaedssions
and interpretations will have no material impacttba financial statements of the Company and thaiin
the period of initial application.

Standards and Interpretations issued by IASB buttiyet adopted by the EU

At present, IFRS as adopted by the EU do not sagmifly differ from regulations adopted by the hmiztional
Accounting Standards Board (IASB) except from tiéfving standards, amendments to the existingdstats
and interpretations, which were not endorsed feraighe date of publication of these financiaiestents:

= |FRS 9 “Financial Instruments” (effective for anhpariods beginning on or after 1 January 2015),

= |FRS 10 “Consolidated Financial Statements” (effectfor annual periods beginning on or after
1 January 2013),

= |FRS 11 “Joint Arrangements” (effective for annpatiods beginning on or after 1 January 2013),

» |FRS 12 “Disclosures of Involvement with Other Hies” (effective for annual periods beginning
on or after 1 January 2013),

» |FRS 13 *“Fair Value Measurement” (effective for amh periods beginning on or after
1 January 2013),

» JAS 27 (revised in 2011) “Separate Financial Staets’ (effective for annual periods beginning
on or after 1 January 2013),

= JAS 28 (revised in 2011) “Investments in Associatesd Joint Ventures” (effective for annual
periods beginning on or after 1 January 2013),

= Amendments to IFRS 1 “First-time Adoption of IFRS"Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters (effective fornual periods beginning on or after 1 July 2011),

= Amendments to IFRS 7 “Financial Instruments: Disal@s” - Offsetting Financial Assets and
Financial Liabilities (effective for annual periodeginning on or after 1 January 2013),

= Amendments to IFRS 9 “Financial Instruments” an&%-7 “Financial Instruments: Disclosures” —
Mandatory Effective Date and Transition Disclosures

= Amendments to IAS 1 “Presentation of financial eta¢nts” -Presentation of Items of Other
Comprehensive Income (effective for annual perioeiginning on or after 1 July 2012),

= Amendments to IAS 12 “Income Taxes” - Deferred TRecovery of Underlying Assets (effective
for annual periods beginning on or after 1 Jan2éxi?),

= Amendments to IAS 19 “Employee Benefits” - Improwvants to the Accounting for Post-
employment Benefits (effective for annual periodgibning on or after 1 January 2013),

= Amendments to IAS 32 “Financial instruments: préagan” - Offsetting Financial Assets and
Financial Liabilities (effective for annual periodeginning on or after 1 January 2014),

» |FRIC 20 “Stripping Costs in the Production Phasa &urface Mine” (effective for annual periods
beginning on or after 1 January 2013).

The Company and the Group has elected not to ddepe standards, revisions and interpretationshivarece
of their effective dates.
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The new IFRS 9 Financial Instruments might afféet Company’s and the Group’s financial reportingrup
implementation. The scope of the effect cannotéierdchined at present, since the valuation of Coryipand
Group’s financial assets are largely dependentawm the rules on hedge accounting and on the imgsautrof
financial assets in the valuation category amaltisest are eventually worded. A judgment cannotnaele
until the remaining sections are issued.

The Company and the Group anticipates that thetewtopf other standards, revisions and interpretegtiwill
have no material impact on the financial statemetthe Company and the Group in the period ofidhit
application.

2.2. Statement of Compliance

The financial statements are prepared in accordaitbethe International Financial Reporting StamtdafiFRS)
as adopted by the European Union (EU) and intexfioets of them. The standards are issued by tkenktional
Accounting Standards Board (JASB) and the integifens by the International Financial Reporting
Interpretations Committee (IFRIC).

2.3.Basis of the preparation of financial statements

The financial statements have been prepared ostébesis, except for certain financial instrumewmsich are
stated at fair value, as explained in the accogrislicies below. Historical cost is generally lihea the fair
value of the consideration given in exchange feets

The financial year of the Company and other Graupganies coincides with the calendar year.

Items included in the financial statements of theup and the Company are measured using the cyrdnc
the primary economic environment in which they aper(the ‘functional currency’). The amounts shawn

these financial statements are measured and peedséntthe local currency of the Republic of Lithizn

litas (LTL) which is a functional and presentatimmrency of the Company and its subsidiary andatllies are

rounded to the nearest thousand, except when ademdicated.

Starting from 2 February 2002, Lithuanian litapégged to EUR at the rate of 3.4528 litas for beand the
exchange rates in relation to other currenciesetréaily by the Bank of Lithuania.

2.4.Principles of consolidation

Principles of consolidation

The consolidated financial statements of the Growglude AB Kauno Energija and its subsidiary. The
financial statements of the subsidiary are prepésethe same reporting period as the Company. Gutated
financial statements are prepared on the basiseo$@ame accounting principles applied to similangactions
and other events under similar circumstances.

Income and expenses of subsidiaries acquired posksl of during the year are included in the codatsd
statement of comprehensive income from the effectlate of acquisition and up to the effective daite
disposal, as appropriate. Total comprehensive iecohsubsidiaries is attributed to the owners ef@mpany
and to the non-controlling interests even if tiEisults in the non-controlling interests having foitebalance.

Subsidiary is the company which is directly or nedily controlled by the parent company. The cdniso
normally evidenced when the Group owns, eitherctliyeor indirectly, more than 50% of the votinghtg of a
company’s share capital or otherwise has powete the financial and operating policies of ategprise
S0 as to benefit from its activities.
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Changes in the Group's ownership interests iniagisubsidiaries

Changes in the Group's ownership interests in digvgs that do not result in the Group losing camver the
subsidiaries are accounted for as equity trangatibhe carrying amounts of the Group's interastistie non-
controlling interests are adjusted to reflect th@arges in their relative interests in the subsiearAny
difference between the amount by which the nonsodintg interests are adjusted and the fair valiiehe
consideration paid or received is recognized diyeotequity and attributed to owners of the Compan

When the Group loses control of a subsidiary, thafitpor loss on disposal is calculated as theedéhce
between (i) the aggregate of the fair value of ¢basideration received and the fair value of angined
interest and (ii) the previous carrying amounttef ssets (including goodwill), and liabilitiestb&é subsidiary
and any non-controlling interests. When assetdi®fsuibsidiary are carried at revalued amountsiorv&ues
and the related cumulative gain or loss has besgrezed in other comprehensive income and accuetdila
equity, the amounts previously recognized in otb@mprehensive income and accumulated in equity are
accounted for as if the Company had directly disdasf the relevant assets (i.e. reclassified téitpyoloss or
transferred directly to retained earnings as sjgetiby applicable IFRSs). The fair value of anyesivnent
retained in the former subsidiary at the date whentrol is lost is regarded as the fair value oitiah
recognition for subsequent accounting under IAS-Bfancial Instruments: Recognition and Measurenoent
when applicable, the cost on initial recognitioranfinvestment in an associate or a jointly coledoéntity.

2.5.Investments in subsidiaries

Investments in subsidiaries in the Company’s Stetesnof Financial Position are recognized at ddst. dividend
income from the investment is recognized in thdifpfoss).

The requirements of IAS 39 are applied to determithether it is necessary to recognise any impaitioss
with respect to the Group’s investment in a subsidi When necessary, the entire carrying amourthef
investment (including goodwill) is tested for impaent in accordance with IAS 36 Impairment of Assat a
single asset by comparing its recoverable amoughéh of value in use and fair value less costsett) with its
carrying amount. Any impairment loss recognisedn®ipart of the carrying amount of the investmenty A
reversal of that impairment loss is recognised dooedance with IAS 36 to the extent that the recaivie
amount of the investment subsequently increases.

2.6.Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately are carriedost less accumulated amortization and accundilate
impairment losses. Amortization is recognized ostraight-line basis over their estimated usefukdivThe
estimated useful life and amortization method akgéeved at the end of each annual reporting pevidtti, the
effect of any changes in estimate being accourdear a prospective basis. Intangible assets uitlefinite
useful lives that are acquired separately areezhat cost less accumulated impairment losses.

Derecognition of intangible assets

An intangible asset is derecognized on disposalyt@n no future economic benefits are expected feenor
disposal. Gains or losses arising from derecognitiban intangible asset, measured as the differbetwveen
the net disposal proceeds and the carrying amduheasset, are recognized in profit or loss wihenasset is
derecognized.

Licenses
Amounts paid for licenses are capitalised and Hreartised over useful life (3 - 4 years).

Software

The costs of acquisition of new software are clipéd and treated as an intangible asset if theses @re not
an integral part of the related hardware. Softvimemortised over a period not exceeding 3 years.
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Costs incurred in order to restore or maintain filtere economic benefits of performance of the texis
software systems are recognised as an expensédagoetriod when the restoration or maintenance vierk
carried out.

2.7.Accounting for emission rights

The Group and the Company apply a 'net liabilippr@ach in accounting for the emission rights nesei It
records the emission allowances granted to it atimal amount, as permitted by IAS 20 Accounting for
Government Grants and Disclosure of Governmentséaste.

Liabilities for emissions are recognised only asssions are made (i.e. provisions are never madaebasis
of expected future emissions) and only when thentem entity has made emissions in excess of i
held.

When applying the net liability approach, the Graum the Company have chosen a system that measures
deficits on the basis of an annual allocation ofssin rights.

The outright sale of an emission right is recorded sale at the value of consideration receivag.diference
between the fair value of the consideration reakiaad its carrying amount is recorded as a gaitoss,

irrespective of whether this creates an actuahoexpected deficit of the allowances held. Wheala sreates
an actual deficit an additional liability is recaged with a charge to the profit or loss.

2.8.Property, plant and equipment

Property, plant and equipment are stated at crsluding the costs of day-to-day servicing, lessuatulated
depreciation and accumulated impairment lossesnyf Such cost includes the cost of replacing giaduch
property, plant and equipment when that cost igried if the asset recognition criteria are met.

Properties in the course of construction for proidug supply or administrative purposes, or forgmses not
yet determined, are carried at cost, less any reézed impairment loss. Cost includes professioeesfand, for
qualifying assets, borrowing costs capitalized ¢ooadance with the Group’s and the Company’s adoogin
policy. Depreciation of these assets, on the samsislas other property assets, commences whesshts are
ready for their intended use.

Depreciation is recognized so as to write off thet®f assets (other than freehold land and prigseunder
construction) less their residual values over tlsieful lives, using the straight-line method. dstimated
useful lives, residual values and depreciation ogktthre reviewed at each year end, with the efféany
changes in estimate accounted for on a prospdusis.

The useful lives are reviewed annually to ensuag tie period of depreciation is consistent with éxpected
pattern of economic benefits from the items in prop plant and equipment. Depreciation periodsewer
revised as of 1 September 2008, as further destcimbNote 2.25.

Depreciation is computed on a straight-line basgey the following estimated useful lives:

Years
Buildings 7-50
Structures and machine 5-70
Vehicles 3-10
Equipment and tools 2-20

Freehold land is not depreciated.
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The Group and the Company capitalizes propertyitf@ad equipment purchases with useful life over year
and an acquisition cost above LTL 500.

Assets held under finance leases are depreciaedtio®ir expected useful lives on the same basmaaed
assets.

An item of property, plant and equipment is deretgogd upon disposal or when no future economic fitsne
are expected from its use or disposal. Any gaitoss arising on derecognition of the asset (caledlas the
difference between the net disposal proceeds anddirying amount of the asset) is included instiadement
of comprehensive income in the year the assetrecdgnized.

Subsequent repair costs are included in the aseatiying amount, only when it is probable thatufat
economic benefits associated with the item willim the Group and the Company and the cost ot¢ne can

be measured reliably. The carrying amount of thelaced part is derecognized. All other repairs and
maintenance are recognized in profit or loss inpireod in which they are incurred.

Lease hold improvement expenses related to properder rental and/or operating lease agreementshwhi
prolong the estimated useful life of the assetcagitalized and depreciated during the term ofalead/or
operating lease agreements.

Construction-in-progress is stated at cost. Thihugtes the cost of construction, plant and equigraed other
directly attributable costs. Construction-in-praggés not depreciated until the relevant assets@mgpleted
and put into operation.

2.9.Impairment of property, plant and equipment and intangible assets excluding goodwill

At each statement of financial position date, theup and the Company reviews the carrying amouhits o
property, plant and equipment and intangible asketdetermine whether there is any indication thaise

assets have suffered an impairment loss. If anfp gwication exists, the recoverable amount of dbset is
estimated in order to determine the extent of theairment loss (if any). Where it is not possildesstimate
the recoverable amount of an individual asset@Graup and the Company estimates the recoverableranod

the cash-generating unit to which the asset beloere a reasonable and consistent basis of ablacean

be identified, Group’s and Company’s assets areallscated to individual cash-generating unitspthierwise
they are allocated to the smallest group of casteigeing units for which a reasonable and condistibrcation

basis can be identified.

Intangible assets with indefinite useful lives anthngible assets not yet available for use areedefor
impairment at least annually, and whenever theaa imdication that the asset may be impaired.

Recoverable amount is the higher of fair value tExds to sell and value in use. In assessing valuse, the
estimated future cash flows are discounted to theesent value using a pre-tax discount rate tégiéats

current market assessments of the time value oegnand the risks specific to the asset for whiehetbtimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cashrgéng unit) is estimated to be less than its ¢agyamount,
the carrying amount of the asset (cash-generatiityjis reduced to its recoverable amount. An impant loss
is recognized immediately in profit or loss.

Where an impairment loss subsequently reversescdhrging amount of the asset (cash-generating isit
increased to the revised estimate of its recoverablount, but so that the increased carrying amdoes not
exceed the carrying amount that would have beesrmiéted had no impairment loss been recognizedhior
asset (cash-generating unit) in prior years. Angaleof an impairment loss is recognized immedyaitelprofit
or loss.
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2.10. Financial assets

Financial assets are classified as either finarcséts at fair value through profit or loss, loand receivables
or available-for-sale financial assets, as appab@riAll purchases and sales of financial assetsemognised
on the trade date. When financial assets are résmaymitially, they are measured at fair valueispin the case
of investments not at fair value through profilass, directly attributable transaction costs.

Effective interest rate method

The effective interest method is a method of caltng the amortized cost of a debt instrument ahd o
allocating interest income over the relevant peritite effective interest rate is the rate that #xatiscounts
estimated future cash receipts (including all feespoints paid or received that form an integrat jp& the
effective interest rate, transaction costs andrgthemiums or discounts) through the expecteddifthe debt
instrument, or (where appropriate) a shorter petimthe net carrying amount on initial recognition

Income is recognized on an effective interest bé&sisdebt instruments other than those financiaets
classified as at FVTPL.

Financial assets at FVTPL
Financial assets are classified as at FVTPL wherfitfancial asset is either held for trading dsitlesignated
as at FVTPL.

A financial asset is classified as held for tradiing

» it has been acquired principally for the purposeadling it in the near term; or

* on initial recognition it is part of a portfolio aflentified financial instruments that the Groupd ahe
Company manages together and has a recent actteahpaf short-term profit-taking; or

* itis a derivative that is not designated and éffecas a hedging instrument.

A financial asset other than a financial asset Hefdtrading may be designated as at FVTPL upotiaini
recognition if:

» such designation eliminates or significantly reduaeneasurement or recognition inconsistency tbatdv
otherwise arise; or

» the financial asset forms part of a group of finahassets or financial liabilities or both, whishmanaged
and its performance is evaluated on a fair valigshin accordance with the Group’s and the Comgsany
documented risk management or investment strategg, information about the grouping is provided
internally on that basis; or

» it forms part of a contract containing one or memgbedded derivatives, and IAS Biancial Instruments:
Recognition and Measuremegrmits the entire combined contract (asset oiliigbto be designated as at
FVTPL.

Financial assets at FVTPL are stated at fair valith, any gains or losses arising on remeasureneeognized
in profit or loss. The net gain or loss recognigegrofit or loss incorporates any dividend or et earned on
the financial asset and is included in the ‘otha&ing and losses’ line item in the statement of cefmgnsive
income.

Available-for-sale financial assets (AES finan@atets)

Available-for-sale financial assets are non-deniest that are either designated as AFS or arelassified as
(a) loans and receivables, (b) held-to-maturityestments or (c) financial assets at fair valueughoprofit or
loss.
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Listed redeemable notes held by the Group and ¢imep@ny that are traded in an active market areitied as
available-for-sale and are stated at fair valuee Group and the Company also has investments isteohl
shares that are not traded in an active markethltiare also classified as available-for-salerfone assets and
stated at fair value (because the directors conside fair value can be reliably measured). Gaind losses
arising from changes in fair value are recognizedther comprehensive income and accumulated in the
investments revaluation reserve, with the excepibimpairment losses, interest calculated usirgetfective
interest method, and foreign exchange gains argk$osn monetary assets, which are recognized fit pro
loss. Where the investment is disposed of or i®rdehed to be impaired, the cumulative gain or loss
previously accumulated in the investments revabumatéserve is reclassified to profit or loss.

Dividends on available-for-sale equity instrumeats recognized in profit or loss when the Groupid #he
Company’s right to receive the dividends is estdiad.

The fair value of available-for-sale monetary assinominated in a foreign currency is determimethat
foreign currency and translated at the spot ratbeend of the reporting period. The foreign exgeagains
and losses that are recognized in profit or losdatermined based on the amortized cost of theetapnasset.
Other foreign exchange gains and losses are rexedjim other comprehensive income.

Loans and receivables

Loans and receivables are non-derivative finanagdets with fixed or determinable payments thatnate
guoted in an active market. Loans and receivalilesreeasured at amortized cost using the effectiterast
method, less any impairment. Gains or losses aagrézed in profit or loss when the asset valueabeses or
it is amortized.

Interest income is recognized by applying the e¢iffednterest rate, except for short-term receigalwhen the
recognition of interest would be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, asesaed for indicators of impairment at the end awhe
reporting period. Financial assets are considerdxktimpaired when there is objective evidence #ma result
of one or more events that occurred after theainiécognition of the financial asset, the estimdtgure cash
flows of the investment have been affected.

For listed and unlisted equity investments clasdifis AFS, a significant or prolonged decline mféir value
of the security below its cost is considered t@bgective evidence of impairment.

For all other financial assets, including redeematbtes classified as AFS and finance lease rduela
objective evidence of impairment could include:

- significant financial difficulty of the issuer opuanterparty; or

- default or delinquency in interest or principal pents; or

- it becomes probable that the borrower will enteridoaptcy or financial re-organization, or

- the disappearance of an active market for thahiiizd asset because of financial difficulties.

For certain categories of financial asset, suctrame receivables, assets that are assessed betihapaired
individually are, in addition, assessed for impaninon a collective basis. Objective evidence gfaimment
for a portfolio of receivables could include theoGp's and the Company’s past experience of cotigcti
payments, an increase in the number of delayed @at@in the portfolio past the average credit pkdbd 30
days, as well as observable changes in nation&oat economic conditions that correlate with défaun
receivables.
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Derecognition of financial assets

The Group and the Company derecognizes a finaasg#dt only when the contractual rights to the fasis
from the asset expire, or when it transfers tharfaial asset and substantially all the risks ameards of
ownership of the asset to another entity. If theuprand the Company neither transfers nor retaibstantially
all the risks and rewards of ownership and congnte control the transferred asset, the Group &ed t
Company recognizes its retained interest in thetassd an associated liability for amounts it mayehto pay.

If the Group and the Company retains substantiliythe risks and rewards of ownership of a tramete
financial asset, the Group and the Company condiriagecognize the financial asset and also rezegm
collateralized borrowing for the proceeds received.

On derecognition of a financial asset in its etjiréhe difference between the asset's carryinguatnand the
sum of the consideration received and receivabtetha cumulative gain or loss that had been reeeghin
other comprehensive income and accumulated inyepuiecognized in profit or loss.

2.11. Derivative financial instruments

The Group and the Company uses derivative finaringttuments such as interest rate swaps to hadge i
interest rate risks. Such derivative financial lastents are initially recognised at fair value twe date on
which a derivative contract is entered into andsafesequently remeasured at fair value. Derivatwvescarried
as financial assets when the fair value is posdive as financial liabilities when the fair valgeniegative.

Any gains or losses arising from changes in falu@an derivatives during the year are taken diyect the
profit (loss) for the period if they do not qualiigr hedge accounting.

The fair value of interest rate swap contracts esednined by the reference to market values forlaim
instruments.

2.12. Inventories

Inventories are stated at the lower of cost orrealizable value. Net realizable value represdrgsestimated
selling price for inventories less all estimatedtsamf completion and costs necessary to makealbe Gosts of
inventories are determined on a first-in, first-geif-O) basis.

The cost of inventories is net of volume discouautsl rebates received from suppliers during thertigyp
period but applicable to the inventories still hildtock.

2.13. Provisions

Provisions are recognized when the Group and tlmep@ay has a present obligation (legal or constreras a
result of a past event, it is probable that theugrand the Company will be required to settle thkgation,
and a reliable estimate can be made of the amduhé @bligation.

The amount recognized as a provision is the bésh@&® of the consideration required to settle ghesent
obligation at the end of the reporting period, tgkinto account the risks and uncertainties sudogthe
obligation. Where a provision is measured usingdagh flows estimated to settle the present oliigaits
carrying amount is the present value of those tlagls.

When some or all of the economic benefits requicedettle a provision are expected to be recovémed a
third party, a receivable is recognized as an abseis virtually certain that reimbursement whle received
and the amount of the receivable can be measuliatllye

2.14. Cash and cash equivalents

Cash includes cash on hand, cash at banks andrcasmsit. Cash equivalents are short-term, hidtojyid
investments that are readily convertible to knowroants of cash with original maturities of threentins or
less and that are subject to an insignificant oisghange in value.
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For the purposes of the cash flow statement, cadltash equivalents comprise cash on hand, cakibatitks,
cash in transit, deposits held at call with baks] other short-term highly liquid investments.

2.15. Employee benefits

Contributions to defined contribution retiremennéft plans are recognized as an expense when gagso
have rendered service entitling them to the coutidns.

The retirement benefit obligation recognized in Hadance sheet represents the present value afetfreed
benefit obligation as adjusted for unrecognizedia@al gains and losses and unrecognized pastcsetaist,
and as reduced by the fair value of plan assety. &gset resulting from this calculation is limitéal
unrecognized actuarial losses and past servicemastthe present value of available refunds addgtions in
future contributions to the plan.

2.16. Borrowing costs
Borrowing costs directly attributable to the acdios, construction or production of qualifying ass, which
are assets that necessarily take a substantialdpefitime to get ready for their intended useade sare added

to the cost of those assets, until such time aadkets are substantially ready for their intendesor sale.

Investment income earned on the temporary invedtmiespecific borrowings pending their expenditare
qualifying assets is deducted from the borrowingigeligible for capitalisation.

All other borrowing costs are recognised in profiloss in the period in which they are incurred.
2.17. Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments are classified as eitimancial liabilities or as equity in accordanaéh the
substance of the contractual arrangement and fivétidms of a financial liability and an equitystrument.

Equity instruments

An equity instrument is any contract that evideneessidual interest in the assets of an entigr afeducting
all of its liabilities. Equity instruments issued the Group and the Company are recognized at nbeepds
received, net of direct issue costs.

Financial liabilities
Financial liabilities are classified as either figal liabilities ‘at FVTPL’ or ‘other financial &bilities’.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL exmhthe financial liability is either held for tradj or it is
designated as at FVTPL.

Other financial liabilities
Other financial liabilities (including borrowinggre subsequently measured at amortised cost ubig t
effective interest method.

The effective interest method is a method of calod the amortised cost of a financial liabilitpdaof
allocating interest expense over the relevant pefitne effective interest rate is the rate thacgyaliscounts
estimated future cash payments through the expdiféedf the financial liability, or (where apprdpte) a
shorter period, to the net carrying amount onahitecognition.
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Derecognition of financial liabilities
The Group and the Company derecognises finanailities when, and only when, the Group’s and the
Company’s obligations are discharged, cancelletiey expire.

2.18. Leasing

Leases are classified as finance leases whenewdeitims of the lease transfer substantially allriles and
rewards of ownership to the lessee. All other le@se classified as operating leases.

The Group and the Company as lessor

Amounts due from lessees under finance leaseseaogmised as receivables at the amount of the Gramg
the Company’s net investment in the leases. Fintgase income is allocated to accounting periodassto
reflect a constant periodic rate of return on theup’s and the Company’s net investment outstanding
respect of the leases.

Rental income from operating leases is recognised straight-line basis over the term of the rai¢vaase.
Initial direct costs incurred in negotiating andaaiging an operating lease are added to the cgreyimount of
the leased asset and recognised on a straightdisie over the lease term.

The Group and the Company as lessee

Assets held under finance leases are initially geiseed as assets of the Group and the Companiatfair
value at the inception of the lease or, if lowdrtre present value of the minimum lease paymerits.
corresponding liability to the lessor is included the statement of financial position as a finatesse
obligation.

Lease payments are apportioned between financexsgpand reduction of the lease obligation so ashi@ve

a constant rate of interest on the remaining balaoft the liability. Finance expenses are recognised
immediately in profit or loss, unless they are dilse attributable to qualifying assets, in whichseahey are
capitalised in accordance with the Group’s andGbenpany’s general policy on borrowing costs. Caysint
rentals are recognised as expenses in the periasich they are incurred.

Operating lease payments are recognised as an sexpena straight-line basis over the lease terroepx
where another systematic basis is more represeatatithe time pattern in which economic benefitsif the

leased asset are consumed. Contingent rentalsgarister operating leases are recognised as ansxpethe
period in which they are incurred.

In the event that lease incentives are receivehter into operating leases, such incentives aagresed as a
liability. The aggregate benefit of incentives éagnised as a reduction of rental expense onaglstiine
basis, except where another systematic basis i® mepresentative of the time pattern in which eouino
benefits from the leased asset are consumed.

2.19. Grants (deferred income)

Government grants are not recognised until theredsonable assurance that the Group and the Cgraphn
comply with the conditions attaching to them arat the grants will be received.

Government grants are recognised in profit or mss systematic basis over the periods in whichGhaup
and the Company recognises as expenses the relagesl for which the grants are intended to compgensa
Specifically, government grants whose primary ctiodiis that the Group and the Company should mseh
construct or otherwise acquire non-current assegsrecognised as deferred revenue in the statewfent
financial position and transferred to profit ordamn a systematic and rational basis over the Libefg of the
related assets.
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Grants received in the form of non-current assetatended for the purchase, construction or o#oguisition
of non-current assets are considered as assegda@edints. Assets received free of charge areadliztated to
this group of grants. The amount of the grantdedl#o assets is recognized as deferred incomésamddited
to profit or loss in equal annual amounts over ¢xpected useful life of related asset. In the state of
comprehensive income, a relevant expense accotedised by the amount of grant amortisation.

Assets received free of charge are initially re¢egph at fair value.

Grants received as a compensation for the expemwsesearned income of the current or previous tampr
period, also, all the grants, which are not graelsted to assets, are considered as grants rétatecome. The
income-related grants are recognised as used fs fjgathe extent of the expenses incurred duriegeporting
period or unearned income to be compensated bythaat.

The benefit of a government loan at a below-mar&tt of interest is treated as a government graeasured
as the difference between proceeds received anfhithealue of the loan based on prevailing maikétrest
rates.

The balance of unutilised grants is shown in th@ioa Grants (deferred income) in the balance sheet
2.20. Income tax
Income tax expense represents the sum of the teently payable and deferred tax.

Current tax

The tax currently payable is based on taxable pfofi the year. Taxable profit differs from net fitcas
reported in the statement of comprehensive incoatause it excludes items of income or expenseaiteat
taxable or deductible in other years and it furtbecludes items that are never taxable or dedectibhcome
tax is calculated using tax rates that have be@tted or substantively enacted by the end of tpertiag
period. In 2011 the income tax applied to the Grang the Company was 15% (2010 — 15%).

Deferred tax

Deferred tax is recognised on temporary differertete/een the carrying amounts of assets and liaiin the
financial statements and the corresponding taxsbased in the computation of taxable profit. Defdrtax
liabilities are generally recognized for all tax@lbémporary differences and deferred tax assetseaognized
to the extent that it is probable that taxable iofvill be available against which deductible tergry
differences can be utilized. Such deferred assetsliabilities are not recognized if the tempordifference
arises from goodwill or from the initial recognitiqother than in a business combination) of otlssets and
liabilities in a transaction that affects neithiee taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxalbdenporary differences associated with investments
subsidiaries and associates, and interests in yantures, except where the Company is able toralotite

reversal of the temporary difference and it is pidb that the temporary difference will not reveisehe

foreseeable future. Deferred tax assets arising fdeductible temporary differences associated itbh

investments and interests are only recognisedet@xkent that it is probable that there will befisignt taxable

profits against which to utilise the benefits oé temporary differences and they are expectedvierse in the
foreseeable future.

The carrying amount of deferred income tax asseteviewed at each statement of financial posidate and

reduced to the extent that it is no longer probéiée sufficient taxable profits will be availakite allow all or
part of the asset to be recovered.
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Deferred tax assets and liabilities are measurddeatax rates that are expected to apply in thiegén which
the liability is settled or the asset realised,dda®n tax rates (and tax laws) that have been eshamt
substantively enacted by the end of the reportengpd. The measurement of deferred tax liabiliied assets
reflects the tax consequences that would follownftbe manner in which the Group and the Compang&sp
at the end of the reporting period, to recoveratilesthe carrying amount of its assets and litxbdi

Deferred income tax assets and liabilities areedffghen there is a legally enforceable right toaseturrent
tax assets against current tax liabilities and wiiexy relate to income taxes levied by the samati@x
authority and the Group and the Company intendetibe its current tax assets and liabilities ortbasis.

Current and deferred tax for the period

Current and deferred tax are recognised as an s@pgamincome in profit or loss, except when thdgteeto
items that are recognised outside profit or lodsefiver in other comprehensive income or directlgqunity), in
which case the tax is also recognised outsidetpoofoss, or where they arise from the initial@aating for a
business combination. In the case of a busines$ioaion, the tax effect is included in the accingpfor the
business combination.

2.21. Basic and diluted earnings per share

Basic earnings per share are calculated by dividivey net profit attributable to the shareholderstbhy
weighted average of ordinary registered sharesdssilihere are no instructions reducing earningsspare,
there is no difference between the basic and dilagenings per share.

2.22. Revenue recognition

Revenue is recognised when it is probable thaetdmmomic benefits associated with the transactiitinflomw
to the enterprise and the amount of the revenudeaneasured reliably. Sales are recognised néfdfand
discounts.

Revenue from sales of heat energy is recogniseetbas the bills issued to residential and othetorusrs for
heating and heating-up of cold water. The custonagesbilled monthly according to the readings othe
meters.

Revenue from the sale of goods is recognised whémesfollowing conditions are satisfied:

» the Group and the Company has transferred to thierlibe significant risks and rewards of ownersifip
the goods;

» the Group and the Company retains neither continuiranagerial involvement to the degree usually
associated with ownership nor effective controlrdtie goods sold;

» the amount of revenue can be measured reliably;

« it is probable that the economic benefits assodiatith the transaction will flow to the Group arfiet
Company; and

» the costs incurred or to be incurred in respethetransaction can be measured reliably.

Late payment interest income from overdue receesld recognised upon receipt.

Dividend revenue from investments is recognisednmtine shareholder’s right to receive payment hasbe
established (provided that it is probable thatabenomic benefits will flow to the Group and then@pany and
the amount of revenue can be measured reliably).

Interest revenue is recognised when it is prob#idé the economic benefits will flow to the Groupdahe
Company and the amount of revenue can be measeliadly. Interest revenue is accrued on a timeshdmsi
reference to the principal outstanding and at ffeceve interest rate applicable, which is theertitat exactly
discounts estimated future cash receipts throughettpected life of the financial asset to that tsseet
carrying amount on initial recognition.
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The Group’s and the Company’s policy for recogmitaf revenue from operating leases is describadate
2.18 below.

2.23. Expense recognition

Expenses are recognised on the basis of accrualesrdue and expense matching principles in thertieg
period when the income related to these expensesamaed, irrespective of the time the money wastsjn
those cases when the costs incurred cannot beldiegtibuted to the specific income and they widit bring
income during the future periods, they are expeasddcurred.

The amount of expenses is usually accounted fathe@smount paid or due, excluding VAT. In thoseesas
when a long period of payment is established aediriterest is not distinguished, the amount of agps is
estimated by discounting the amount of paymentgufie market interest rate.

2.24. Foreign currencies

In preparing the financial statements of the irdlinl entities of the Group, transactions in curienother than
the entity’s functional currency (foreign currerg)i@re recorded at the rates of exchange prevailinge dates
of the transactions. At the end of each reportiedggo, monetary items denominated in foreign cuieshare
retranslated at the rates prevailing at that ddé@-monetary items carried at fair value that egsaininated in
foreign currencies are retranslated at the rategaiimg on the date when the fair value was detesth Non-
monetary items that are measured in terms of liésdarost in a foreign currency are not retranslate

The presentation currency is Litas (LTL). All tracons had functional currency other than LTL $tated
into LTL at the official Bank of Lithuania exchangate on the date of the transaction, which appnetes the
prevailing market rates. At the end of each repgrperiod, monetary items denominated in foreigmencies
are retranslated at the rates prevailing at thigt dzains and losses arising on exchange are ietlundprofit or
loss for the period.

As of 31 December the applicable rates used focgal currencies were as follows:

2011 2010
1 EUR =3.4528 Lt 1 EUR =3.4528 Lt
1USD =2.6694 Lt 1USD =2.6099 Lt
1GBF = 4131 L 1GBF = 40494 L

Exchange differences are recognised in profit ¢ ia the period in which they arise except for:

« exchange differences on foreign currency borrowirgjating to assets under construction for future
productive use, which are included in the costhake assets when they are regarded as an adjugtment
interest costs on those foreign currency borrowings

« exchange differences on transactions enteredrindoder to hedge certain foreign currency riskst an

« exchange differences on monetary items receivaigm for payable to a foreign operation for which
settlement is neither planned nor likely to occbefefore forming part of the net investment infili@ign
operation), which are recognised initially in otltamprehensive income and reclassified from equity
profit or loss on disposal or partial disposalla# het investment.
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2.25. Use of estimates in the preparation of financialtatements

The preparation of financial statements requiresnianagement to make estimates and assumptiorsffezit
the reported amounts of assets, liabilities, incame expenses and disclosure of contingenciebeatporting
date. However, uncertainty about these assumpéindsestimates could result in outcomes that caeddire a
material adjustment to the carrying amount of tseetor liability affected in the future.

Estimates and assumptions

The key assumptions concerning the future and deisources of estimation uncertainty at the Btatds of
Financial Position date, that have a significask 0f causing a material adjustment to the carrgmgunts of
assets and liabilities within the next financiaayare discussed below.

Property, plant and equipment — useful life

The key assumptions concerning determination tleéulife of property, plant and equipment are aléofvs:

expected usage of the asset, expected physicalamdaear, technical or commercial obsolescensegrfrom
changes or improvements in the services, legalhafes limits on the use of the asset, such assttry dates
of related leases.

The Group and the Company has considered the actedll life of property, plant and equipment and
increased a depreciation rate for the heating adiores from 20 years to 30 years and for the hgagtations
from 10 years to 15 years respectively startingifioSeptember 2008.

Realisable value of inventory
Starting from 2011, the management of the Compasyftrmed a 100 percent adjustment to the netzeddé
value for inventory bought more than one year ago.

Carrying value of non-current assets received asrtribution in kind

In 2009 for a new shares issue manifolds in Kauitgswere received as a contribution in-kind. Mdrkelue
of assets estimated upon their transfer by loadépendent qualified valuators using depreciatethcement
costs method amounted to LTL 136 million.

In 2010 a new emission of shares was issued awadstpaid by non-monetary contribution: it is builgli—
boiler-house in Kaunas city and networks systedunibarkas city. Market value of the asset uporr thansfer
was determined by the local independent qualifiéldators by using depreciated replacement costsadetnd
amounted to LTL 0.682 million.

Management has no information available about ptes$air value of these non-current assets if threuld be
evaluated by using other valuation methods. Aslobf3December 2011, carrying value of all contritwtin-
kind amounted to LTL 131,785 thousand. (LTL 134,84d&usand — 31 December 2010).

Allowances for accounts receivable

The Group and the Company makes allowances fortfildwdzcounts receivable. Significant judgment $ed
to estimate doubtful accounts. In estimating dadt#tcounts historical and anticipated customefopeance
are considered. Changes in the economy, industrgpecific customer conditions may require adjusiisi¢o
the allowance for doubtful accounts recorded infithencial statements.

Deferred Tax Asset

Deferred tax assets are recognised for all unusedbsses to the extent that it is probable theatie profit
will be available against which the losses can bksed. Significant management judgment is reqlite
determine the amount of deferred tax assets thbearecognised, based upon the likely timing awell of
future taxable profits together with future taxrpiing strategies. Further details are containddiate 21.

Litigations
The Group and the Company reviews all legal cazethé end of the reporting period and discloseedivant
information in the Note 24.
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2.26. Contingencies

Contingent liabilities are not recognised in theaficial statements. They are disclosed unlessabslplity of
an outflow of resources embodying economic benefitemote.

A contingent asset is not recognised in the firelnsiatements but disclosed when an inflow of enono
benefits is probable.

2.27. Subsequent events

Post-balance sheet events that provide additiof@lmation about the Group’s and the Company’stjprsiat
the balance sheet date (adjusting events) areteflén the financial statements. Post-balancet shests that
are not adjusting events are disclosed in the natbes material.

2.28. Offsetting and comparative figures

When preparing the financial statements, assetdianitities, as well as revenue and expenses areet off,
except the cases when certain IFRS specificallyireguch set-off.

2.29. Segments

Operating segments are reported in a manner censistith the internal reporting provided to the efhi
operating decision-maker. The chief operating decisaker, who is responsible for allocating researand
assessing performance of the operating segmendsbden identified as the Board of Directors thakesa
strategic decisions.

The activities of the Group and the Company areamisged in one operating segment therefore further
information on segments has not been disclosdueisetfinancial statements
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3. Intangible assets

Movements of intangible assets for the current@iat reporting periods are as follows:

Group Company
Patents, licenses

Cost:

Balance as of 31 December 2009 5,763 5,710
Additions 55 55
Disposals and write-offs (490) (490)
Transfers to property, plant and equipment (50) (50)
Balance as of 31 December 2010 5,278 5,225
Additions 146 146
Disposals and write-offs (137) (137)
Balance as of 31 December 2011 5,287 5,234
Amortisation:

Balance as of 31 December 2009 4521 4,488
Charge for the year 621 613
Disposals and write-offs (490 (490
Balance as of 31 December 2010 4,652 4,611
Charge for the year 467 461
Disposals and write-offs (137) (137)
Balance as of 31 December 2011 4,982 4,935
Net book value as of 31 December 2009 1,242 1,222
Net book value as of 31 December 2010 62€ 614
Net book value as of 31 December 2011 305 299

Amortisation expenses of intangible assets areudw®d in the operating expenses in the statement of
comprehensive income.

Part of the non-current intangible assets of theu@rand the Company with the acquisition cost of

LT 4,462 thousand as of 31 December 2011 (LTL 3,iausand as of 31 December 2010) were fully
amortised but were still in active use.
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4. Property, plant and equipment

Land Structures

Construction in

and and Equipment  progress and

Group buildings machinery Vehicles andtools prepayments Total
Cost:
Balance as of 31 December 2009 56,656 496,2544,662 1822¢ 16,134 591,932
Additions 74 9,648 90 36E 20,606 30,783
Disposals and write-offs (35) (2,161) - (160 - (2356
Reclassifications 254 25,57¢ - 72€ (26,559,
Transfers from intangible assets - 50 - - - 5C
Balance as of 31 December 2010 56,949 529,3704,752 19,157 10,181 620,409
Additions - 717 - 2,67€ 31,663 35,056
Disposals and write-offs (42) (2,266) (74) (1,166 - (3548
Reclassifications 22( 22,68¢ - 17,937 (40,846,
Balance as of 31 December 2011 57,127 550,5104,678 38,604 998 651,917
Accumulated depreciation and

impairment losses:
Balance as of 31 December 2009 27,117 244,3524,010 11,751 - 287,230
Charge for the year 1,191 13,304 276 1,952 16,724
Disposals and write-offs (8) (2,049 - (133 - (2190
Reclassifications (5) (33) - 38 -
Balance as of 31 December 2010 28,295 255,5744,286 13,60¢ - 301,764
Charge for the year 1,195 13,774 204 2,27¢€ 17,449
Disposals and write-offs (27) (2,193) (71) (1,139 - (3425
Reclassifications 9 (11,964) - 1197¢ -
Balance as of 31 December 2011 29,454 255,1914,419 26,724 - 315,788
Net book value as of 31 December

2009 29,539 251,902 652 6A47E 16,134 304,702
Net book value as of 31 December

2010 28,654 273,796 466 5,54¢ 10,181 318,645
Net book value as of 31 December

2011 27,673 295,319 259 11 38C 998 336,129
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Land Structures Construction in
and and Equipment  progress and

Company buildings machinery Vehicles and tools prepayments  Total
Cost:
Balance as of 31 December 2009 54,11%95,539 3,451 17,948 16,134 587,187
Additions 75 9,648 86 356 20,606 30,771
Disposals and write-offs (36) (2,161) - (148) - (2,345)
Reclassifications 253 25,670 - 636 (26,559) -
Transfers from intangible assets - 50 - - - 50
Balance as of 31 December 20 54,407 52¢74€ 3,537 18,792 10,181 61E,66%
Additions - 717 - 2,66¢ 31,66: 35,04«
Disposals and write-offs (42) (2,266) (74) (1,163) - (3,545)
Reclassifications 220 22,689 - 17,937 (40,846) -
Balance as of 31 December 2011 54,58%49,886 3,463 38,230 998 647,162
Accumulated depreciation and

impairment losses:
Balance as of 31 December 2009 26,10243,666 2,925 11,544 - 284,238
Charge for the year 1,133 13,305 208 1,914 - 16,560
Disposals and write-offs (8) (2,049) - (122) - (2,179)
Reclassifications (5) 5 - - - -
Balance as of 31 December 2010 27,223254,927 3,133 13,336 - 298,619
Charge for the year 1,13¢  13,78( 15¢ 2,24( - 17,310
Disposals and write-offs (26) (2,193 (71) (1,132 - (3422
Reclassifications (9) (11,964) - 11,973 - -
Balance as of 31 December 2011 28,32@54,550 3,221 26,417 - 312,514
Net book value as of 31 December

2009 28,012 251,873 526 6,404 16,134 302,949
Net book value as of 31 December

2010 27,18: 273,81¢ 404 5,45¢ 10,18: 317,04
Net book value as of 31 December

2011 26,259 295,336 242 11,813 998 334,648

The depreciation charge of the Group’s and Comapyoperty, plant and equipment for 31 Decemberl 201
amounts to LTL 17,449 thousand and LTL 17,317 thads respectively (2010: LTL 16,724 thousand and
LTL 16,560 thousand respectively). The amounts 4iL L16,305 thousand and LTL 16,266 thousand
(2010: LTL 15,849 thousand and LTL 15,778 thouseegpectively) were included into operating expenses
(under depreciation and amortisation and other resgeelines) in the Group's and the Company’s stteof
comprehensive income. The remaining amounts wetaded into other activiry expenses.

Part of the property, plant and equipment of theoupr and the Company with acquisition cost of
LTL 91,102 thousand were fully depreciated as ob&tember 2011 (LTL 87,212 thousand as of 31 Deeemb
2010) but were still in active use.

As of 31 December 2011 and 2010 the major parhefGroup’s and Company’s construction in progress
consisted of heat supply networks reconstructiahrapair works.
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As of 31 December 2011 property, plant and equigroethe Group and the Company with the net bodkesa
of LTL 116,208 thousand (LTL 123,319 thousand a8loDecember 2010) was pledged to banks as aemllat
for loans (Note 11).

During the year 2011 the amount of capitalizedregeamounted to LTL 534 thousand (LTL 173 thousand
2010). During the year 2011 the capitalization nedeied from 3.52% to 5.79% (in 2010 — from 3.5% to
5.65%).

As of 31 December 2011 the Group and the Compaoguated for assets, not yet ready for use, amagitbin
LTL 1,025 thousand in the category Equipment antstdLTL 661 thousand as of 31 December 2010).

5. Non-current accounts receivable

Group Company
Asof 31 Asof 31 Asof 31 Asof 31
December December December December
2011 2010 2011 2010

Long-term loans granted to the Company’s employees 43 61 43 61
43 61 43 61

Long-term loans granted to the employees of the gzom for the period from 1997 to 2023 are non-gger
bearing. These loans are accounted for at discdwatele using 7.26% (in 2010 — 10.4¥jerest rate. In 2011
effect of unwinding of discount amounted to LTL ff®usand (2010: LTL 10 thousand). Discounting and
unwinding of discount are included in write-offsdachange in allowance for accounts receivable énGhoup's
and the Company’s statement of comprehensive income

As of 31 of December 2010 and 2011 the repaymemt & non-current accounts receivable is not yet auad
valuation allowance is not determined.

6. Other financial assets
Group Company

Asof 31 Asof 31 Asof 31 Asof31
December December December December

2011 201(C 2011 201C
Available-for-sale financial assets
Ordinary shares — unquoted 433 433 433 433
Impairment los (338 (196, (338 (196,
Fair value of shares 95 237 95 237

The Management of the Group and the Company ealuhe financial condition of the entity that sisanesre
acquired, and determined impairment loss. Impaitrtess accounted in the Group’s and the Companygétp
or loss.
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7. Inventories

Group Company
Asof 31 Asof 31 Asof 31 Asof31
December December December December

2011 2010 2011 2010
Technological fue 3,43C 3,40¢ 3,43C 3,40¢
Spare parts 1,351 1,211 1,351 1,211
Materials 1,175 861 1,051 735
5,956 5,481 5,832 5,355
Less: impairment of realisable value at the enthefperiod (1,210) (211) (1,210) (211)
Carrying amount of inventories 4,746 5,270 4,622 5,144

The acquisition cost of the Group’s and the Com{zmmyentories accounted for at net realisable @ala of

31 December 2011 amounted to LTL 1,210 thousand @1 thousand as of 31 December 2010). Changes in
the valuation allowance for inventories for the y@@11 and 2010 was listed into change in inveasori
allowance caption in the Group’s and the Compastdsement of comprehensive income.

8. Current accounts receivable

Group Company
Asof 31 Asof31l Asof 31 Asof31l
December December December December

2011 2010 2011 2010
Trade receivables, gr¢ 10z2,30¢ 114,131 102,22z  11:387E
Less: impairment of doubtful receivables (43,315]41,886) (43,315) (41,886)

58,994 72,24¢ 58,907 71,989

Change in impairment of doubtful receivables in P@hd 2010 is included into the caption of writésaind
change in allowance for accounts receivables inGtaup’s and the Company’s statements of compréens
income.

Movements in the allowance for impairment of the@r's and the Company’s receivables were as follows

Impairment
loss

Balance as of 31 December 2009 25,177
Additional allowance formed 17,204
Write-off (495)
Balance as of 31 December 2010 41,886
Additional allowance forrec 2,21%
Write-off (784)
Balance as of 31 December 2011 43,315

In the year 2011 the Group and the Company wrofeL®t. 784 thousand of bad debts (in the year
2010: LTL 495 thousand). In the year 2011 the Graod the Company also recovered LTL 17 thousand of
doubtful receivables (in 2010 — LTL 32 thousand)jchk were written off in the previous periods.
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The ageing analysis of the Group’'s net value ofddraeceivables as of 31 December 2011 and
31 December 2010 is as follows:

Trade receivables past due

More
Trade receivables neither Less than 60 - 150 151 - 240 241 - 360 than 360
past due nor impaired 60 days days days days days Total
2011 45,908 10,462 1,241 1,072 311 - 58,994
2010 60,051 8,991  1,23¢ 1,39¢ 56¢ - 7224F

The ageing analysis of the Company’s net valueaafet receivables as of 31 December 2011 and 3inikese
2010 is as follows:

Trade receivables past due

More
Trade receivables neither Less than 60 - 150 151 - 240 241 - 360 than 360
past due nor impaired 60 days days days days days Total
2011 45,821 10,462 1,241 1,072 311 - 58,907
2010 59,795 8,991 1,236 1,398 569 - 71,989

Trade receivables are non-interest bearing anddiiment terms are usually 30 days or agreed inatvigl

Other Group’s and the Company’s receivables catbist:

Group Company
As of 31 As of 31 As of 31 Decembe As of 31 Decembe
December 2011 December 2010 2011 2010

Taxes 2,660 2,737 2,660 2,737

Other receivables 3,423 3,579 3,561 3,754
Less: value impairment

of doubtful receivables (481) (719) (481) (719)

5,602 5,597 5,740 5,772

Movements in the allowance for impairment of theo@r's and the Company’s other receivables were as
follows:

Impairment
loss
Balance as of 31 December 2009 592
Additional allowance formed 127
Write-off -
Balance as of 31 December 2010 719
Additional allowance forme 6
Write-off (244)
Balance as of 31 December 2011 481

As of 31 December 2011 and 31 December 2010 thernpart of the Group’s and the Company’s other
receivables consisted of compensations from muatlitigs for low income families, receivables fromlds

inventories (metals, heating equipment) and sesvigplied (transportation and permanent maintenaifc
collectors).
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The ageing analysis of the Group’s net value oéothceivables (excluding taxes) as of 31 Decerabgt and
31 December 2010 is as follows:
Other receivables past due but

More
Other receivables neither Less than 60 - 150 151 - 240 241 - 360 than 360
past due nor impaired 60 days days days days days Total
2011 2,765 56 38 20 2 61 2,942
2010 1,850 709 273 20 8 - 2,860

The ageing analysis of the Company’s net valueloéroreceivables (excluding taxes) as of 31 Decerabgl
and 31 December 2010 is as follows:

Other receivables past due but

More
Other receivables neither Less than 60 - 150 151 - 240 241 - 360 than 360
past due nor impaired 60 days days days days days Total
2011 2,903 56 38 20 2 61 3,080
2010 2,025 709 273 20 8 - 3,035

The Group’s and the Company’s other receivablesareinterest bearing and the payment terms arallyisu
30 - 45.

According to the management opinion, there arend@ations as of the reporting date that the dshialt not
meet their payment obligations regarding tradeivetd¥es and other receivables that are neither iraganor
past due.

9. Cash and cash equivalents

Group Company
As of 31 As of 31 As of 31 As of 31
December 2011 December 2010 December 2011 December 2010
Cash in transit 3,684 1,951 3,684 1,951
Cash at bank 2,231 1,592 2,195 1,542
Cash on hand 21 31 20 31
5,93¢ 3,574 5,89¢ 3,524

The Group’s and the Company’s accounts in nationakncy in banks amounting to LTL 1,433 thousamdfa
31 December 2011 (31 December 2010 — LTL 951 thal)sare pledged as collateral for the loans (Naje 1
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10. Reserves

Legal and other reserves

A legal reserve is a compulsory reserve under hittan legislation. Annual transfers of not les$1t6&6 of net
profit calculated in accordance with IFRS are colemy until the reserve reaches 10% of the shap@ata
The legal reserve cannot be distributed as divisénd can be used to cover any future losses.

On 4 March 2010, based on the decision of the bbéters the Subsidiary transferred an amount of
LTL 233 thousand from legal reserve to cover losge009.

On 13 May 2010 the company transferred LTL 448 #aod from retained earnings to legal reserve by the
decision of shareholders.

In 2010 Group’s net transfers from retained eamilngegal reserve amount to LTL 215 thousand.

On 29 April 2011 the Company transferred LTL 186uband from retained earnings to legal reserve and
LTL 3,468 thousand to other reserves by the deatigicshareholders. Reserve for investments wasddrm

11. Borrowings
Group Company
Asof 31 Asof 31 Asof 31 Asof 31
December December December December
2011 2010 2011 2010

Non-current borrowings
Non-current borrowings 32,16¢ 31,811 32,16¢ 31,811

Current borrowings
Current portion of non-current borrowings (excegatding,

Note 12) 11,295 13,703 11,295 13,703
Current borrowings (including credit line) 7,765 8,808 7,765 8,808
Other interest bearing liabilitie - 6,21F - 6,21F

19,06C 28,72¢ 19,06C 28,72¢

51,229 60,537 51,229 60,537
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Terms of repayment of non-current borrowings artobews (all loans are with variable interest jate
Group Company
Asof 31 Asof31 Asof 31 Asof31
December December December December

2011 2010 2011 2010
2011 - 13,703 - 13,703
2012 11,295 11,174 11,295 11,174
2013 8,07¢ 7,59C 8,07¢ 7,59C
2014 8,076 7,093 8,076 7,093
2015 5,221 3,471 5,221 3,471
2016 3,313 1,757 3,313 1,757
2017 1,351 72€ 1,351 72¢€
2018 871 - 871 -
2019 414 - 414 -
2020 323 - 323 -
2021 328 - 32¢ -
2022 323 - 323 -
2023 323 - 323 -
2024 323 - 323 -
2025 324 - 324 -
2026 323 - 323 -
2027 323 - 323 -
2028 323 - 323 -
2029 328 - 32¢ -
2030 323 - 323 -
2031 323 - 323 -
2032 323 - 323 -
2033 328 - 323 -
2034 324 - 324 -

43,464 45514 43,464 45,514

Weighted average of interest rates (in %) of boimga outstanding at the year-end were as follows:
Group Company
Asof 31 Asof 31 Asof 31 Asof31
December December December December

2011 2010 2011 2010
Current borrowings 1.73 33 1.73 33
Non-current borrowings 3.73 3.3 3.73 3.3
Borrowings at the end of the year in national aeifyn currencies were as follows:
Group Company

Asof 31 Asof 31 Asof 31 Asof31
December December December December

2011 2010 2011 2010
Currency of the loan:
EUR 39,728 50,485 39,728 50,485
LTL 11,501 10,052 11,501 10,052

51,229 60,537 51,229 60,537
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On 1 August 2005 the Group and the Company sigriedgaterm loan agreement with ,Swedbank, AB fa th
amount of LTL 5,000 thousand. The maturity datethe last portion of the loan is 1 August 2012. As o
31 December 2011 the outstanding balance of thredo@unted to LTL 426 thousand was accounted ftineas
current portion of long term borrowings in the ficéal statements of the Group and the Company.|G&e
bears 6-month VILIBOR plus 0.77% annual interett.ra

On 23 August 2005 the Group and the Company sigriedg-term loan agreement with AB SEB Bank for the
amount of EUR 8,776 thousand (the equivalent of B0L300 thousand). The maturity date of the lastiquo

of the loan is 31 December 2014. The outstandingniba of the loan amounted to EUR 2,172 thousama (t
equivalent of LTL 7,500 thousand) as of 31 Decenftixrl, of which LTL 2,500 thousand was accounted fo
as the current portion of long term borrowingstie financial statements of the Group and the Cosnpéine
loan bears 6-month EUR LIBOR plus 1.9% annual @derate. The interest swap agreement was concfoded
this loan by setting a fixed interest rate foraaflng interest rate, as further disclosed in Ndie

On 1 December 2006 the Group and the Company signkxhg-term loan agreement with Nordea Bank
Finland Plc. Lithuanian branch for the amount ofLLZ,090 thousand. On 18 April 2007 the loan amount
increased up to LTL 6,090 thousand. The maturitg @& the last portion of the loan is 31 Decemi@t3 As

of 31 December 2011 the outstanding balance ofldhe amounted to LTL 3,310 thousand, of which
LTL 839 thousand was accounted for as the curreriigm of long term borrowings in the financial tet@ments

of the Group and the Company. The loan bears 34mdhtiIBOR plus 0.45% annual interest rate.

On 21 December 2006 the Group and the Companydigiheng-term loan agreement with AB SEB Bank for
the amount of EUR 2,059 thousand (the equivalenL™f 7,108 thousand). The maturity date of the last
portion of the loan is 30 November 2016. As of 3&cBmber 2011 the outstanding balance of the loan
amounted to EUR 487 thousand (the equivalent of UT&81 thousand), of which LTL 395 thousand was
accounted for as the current portion of long temrdwings in the financial statements of the Gramg the
Company. The loan bears 6-month EUR LIBOR plus Oaf#tual interest rate.

On 14 November 2007 the Group and the Company gigreng-term loan agreement with AB DnB NORD
Bank for the amount of EUR 576 thousand (the edentaof LTL 1,989 thousand). The maturity datehsd tast
portion of the loan is 31 December 2016. As of 3dc&nber 2011 the outstanding balance of the loan
amounted to EUR 360 thousand (the equivalent of 1T243 thousand), of which LTL 248 thousand was
accounted for as the current portion of long tewmrdwings in the financial statements of the Gramg the
Company. The loan bears 12-month EUR LIBOR plu8% %&nnual interest rate.

On 31 July 2008 the Group and the Company signlxhgterm investment credit agreement with Danske
Bank A/S Lithuania Branch for the amount of EUR 9Bdusand (the equivalent of LTL 3,398 thousantte T
maturity date of the last portion of the loan isLl20As of 31 December 2011 the outstanding balafdhe
investment credit amounted to EUR 543 thousand @bhamivalent of LTL 1,875 thousand), of which
LTL 350 thousand was accounted for as the curreritom of long term borrowings in the financial tetaents

of the Group and the Company. The loan bears 3 mBbRIBOR plus 0.385% annual interest rate.

On 31 July 2008 the Group and the Company signkmhgrterm investment credit agreement with Danske
Bank A/S Lithuania Branch for the amount of EUR5B thousand (the equivalent of LTL 4,000 thousamt}
maturity date of the last portion of the loan is B&cember 2017. As of 31 December 2011 the outisignd
balance of the investment credit amounted to EURtB@usand (the equivalent of LTL 3,155 thousaiod),
which LTL 600 thousand was accounted for as theeotirportion of long term borrowings in the finaalci
statements of the Group and the Company. The learst8-month EURIBOR plus 0.7% annual interest rate

On 22 September 2008 the Group and the Compangdigrong-term loan agreement with AB SEB Bank for
the amount of EUR 3,333 thousand (the equivalentTdf 11,508 thousand). The maturity date of the las
portion of the loan is 31 December 2011. As of Ept8mber, 2010 the outstanding balance of the \esm
refinanced through Lithuanian branch of Nordea BRimtand Plc. The loan was bear 1-month EUR LIBOR
plus 0.7% annual interest rate.
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On 25 September 2009 the Group and the Compangdignioan agreement with ,Swedbank, AB for the
amount of EUR 2,896 thousand (the equivalent of LIQ,000 thousand), with the maturity date of
25 September 2012. As of 31 December 2011 the Geoupthe Company’s balance of used loan was
EUR 915 thousand (the equivalent of LTL 3,158 tlamad which is accounted as the current portiononf|
term borrowings in the financial statements of @reup and the Company. The loan bears 6-month EORIB
plus 3.85% annual interest rate.

On 2 December 2009 the Group and the Company si@teah agreement with ,Swedbank, AB for the amount
of EUR 3,815 thousand (the equivalent of LTL 13,ifidusand), with the maturity date of the last jporiof

the loan on 2 December 2016. As of 31 December 284 balance of used loan was EUR 1,634 thoushed (t
equivalent of LTL 5,642 thousand), of which LTL @2thousand was accounted for as the current pootio
long term borrowings in the financial statementstitd Group and the Company. The loan bears 6-month
EURIBOR plus 4.5% annual interest rate.

On 9 April 2010 the Group and the Company signeckdit agreement with the Lithuanian Ministry oh&nce
regarding the loan of EUR 2,410 thousand (the ed@nt of LTL 8,323 thousand). The term of repaymant
the last part of the loan is 15 March 2034. As d4f Becember 2011 the balance of used loan was
EUR 1,778 thousand (the equivalent of LTL 6,139uand), which was accounted for within long term
borrowings in the financial statements of the Granp the Company. The loan bears 3.948% annuaksite
rate until 31 March 2019.

On 21 June 2010 the Group and the Company sigreeddit agreement with ,Swedbank, AB regarding the
loan of EUR 649 thousand (the equivalent of LTL4®,2housand). The term of repayment of the ladtqdahe
loan is 21 June 2017. As of 31 December 2011 thistanding balance of the credit amounted to
EUR 407 thousand (the equivalent of LTL 1,407 tlaoa, of which 404 thousand LTL is accounted fothes
current portion of long term borrowings in the ficél statements of the Group and the Company. |G&e
bears 6-month EURIBOR plus 4% annual interest rate.

On 17 September, 2010 the Group and the Compangdig long-term credit agreement with Nordea Bank
Finland PIc Lithuanian Branch for the amount of ELJB25 thousand (the equivalent of LTL 5,611 thod3a
The maturity date of the last portion of the loan3iL May, 2016. As of 31 December 2011 the outgtgnd
balance of the credit amounted to EUR 1,265 thaligéine equivalent of LTL 4,368 thousand), of which
LTL 989 thousand was accounted for as the curreritgm of long term borrowings in the financial tet@ents

of the Group and the Company. The loan bears 14{mBebiR LIBOR plus 0.7% annual interest rate.

On 8 July 2004, the Group and the Company signeavardraft agreement with AB DnB NORD Bank for the
amount of LTL 18,000 thousand and for the term exgion 31 May 2008. On 27 May 2008, the limit bét
overdraft line of credit was reduced to the amoohtTL 10,000 thousand and the repayment term was
extended until 31 May 2009. On 29 May 2009, thedigl term of the agreement was extended until
29 May 2010 by changing the overdraft limit to E@B96 thousand (LTL 9,999 thousand). On 31 May 2010
the validity term of the agreement was extended 28tJune 2010 and on 22 June 2010 the validiiy tef the
agreement was extended until 30 May 2011. The oafrbdears 1-month EURIBOR plus 3% annual interest
rate.

On 23 August 2010 the Group and the Company signerkdit line agreement with AB SEB Bank for the
amount of LTL 10,000 thousand, with the maturityedaf 23 August 2011. The credit line was bearsahim
VILIBOR plus 1.49% annual interest rate.

On 19 October 2010 the Company signed a trilatagatement with ABUkio bankas for the factoring of
UAB Kauno Termofikacijos Elektrinon the deferral of the payment for heat energyaforadditional term of

30 days thus amending the original term establishethe Heat energy purchase and sale agreement as
described in Note 1. The agreement of factoringregms of 31 July, 2011.
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On 9 December, 2010 the Company signed an agreemittnAB DnB NORD bank for the factoring of heat
selling to the institutions financed from Kaunasmeipality. The limit of the factoring is LTL 8,44thousand.
The term of factoring is 9 December 2011. Annutgriest of 3-months VILIBOR plus 2.85% is payabletioa
limit used.

On 26 October 2010 the Group and the Company signemkdit agreement with the Lithuanian Ministry of
Finance regarding the loan of EUR 807 thousand éteivalent of LTL 2,788 thousand). The term of
repayment of the last part of the loan is 15 M&®@B4. The loan is still not used as of date ofélstatements.
The loan bears 3.948% annual interest rate unti&ich 2019.

On 1 April 2011 the Group and the Company signedralit agreement with Nordea Bank Finland Plc
Lithuanian Branch regarding the loan of EUR 921lusamd (the equivalent of LTL 3,180 thousand). Térent

of repayment of the last part of the loan is 30ilA2019. The loan is still not used as of datehafse statements.
The loan bears EURIBOR + 2.1% annual interest rate.

On 7 June 2011, the Group and the Company signea/amiraft agreement with Nordea Bank Finland Plc
Lithuanian Branch for the amount of EUR 2.896uend (the equivalent of LTL 10.000 thousand) her t
term expiring on 31 May 2012. As of 31 December2201e limit of overdraft is not used. The overdizdars
EONIA + 0.92 % annual interest rate.

On 11 February 2011 the Group and the Company gigrneredit agreement with the AB SEB bank regarding
the loan of EUR 1.031 thousand (the equivalent™f B,560 thousand). The maturity date of the |ast pf

the loan is 10 February 2019. As of 31 Decembefl 28#& balance of used loan was EUR 1,031 thoudaed (
equivalent of LTL 3,560 thousand), of which LTL 18®usand are accounted as the current part ofteng
borrowings in the financial statements of the Gramp the Company. The loan bears 6-month EUR LIBOR
plus 2.7% annual interest rate.

On 23 August 2011 the Group and the Company signeckdit line agreement with AB SEB Bank for the
amount of LTL 10,000 thousand, with the maturityedaf 22 August 2012. As of 31 December 2011 theu@r
and the Company balances of used credit line waks T 765 thousand. The credit line bears 1-month
VILIBOR plus 0.63% annual interest rate.

On 2 September 2011 the Group and the Companydsigroeedit agreement with the Lithuanian Ministfy o
Finance regarding the loan of EUR 1,672 thousahd @quivalent of LTL 5,773 thousand). The term of
repayment of the last part of the loan is 1 Sepen#®34. The loan is still not used as of datehaefsé
statements. The loan bears 4.123% annual intexesuntil 10 September 2019.

On 13 October, 2011 the Group and the Company digrleng-term credit agreement with AB SEB bank for
the amount of EUR 290 thousand (the equivalentTdf 1,000 thousand). The loan is still not used fadate of
these statements. The loan bears 1-month EURIBOR1p9% annual interest rate.

The property, plant and equipment (Note 4) and @etoin banks (Note 9) of the Group and the Compeeng
pledged as collateral for the borrowings.

12. Finance lease obligations

The assets leased by the Group under finance tesdeacts mainly consist of vehicles. The term§radncial
lease are from 2 to 5 years. As of 31 December 204 Interest rate on the financial lease obligetis fixed
and variable. Fixed interest rate is equal to 3.99%e variable interest rate varies depending ono6th
EURIBOR plus 1.5%.

All finance lease agreements are in EUR.
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Future minimal lease payments were:

Group Company
Asof 31 Asof31l Asof 31 Asof31l
December December December December

2011 201( 2011 201(

Within one year 10 35 - -
From one to five years - 10 - -
Total financial lease obligations 10 45 - -
Interest - (1) - -
Present value of financial lease obligations 10 44 - -
Financial lease obligations are accounted for as:

- current 10 34 - -

- non-current - 10 - -
13. Grants (deferred income)

Group Company

Asof 31 Asof 31 Asof 31 Asof 31
December December December December

2011 2010 2011 2010
Balance at the beginning of the reporting period 1690 11,832 16,790 11,832
Received during the year 6,317 5,590 6,317 5,590
Amortisatior (896 (632 (896 (632
Balance at the end of the reporting period 22,211 16,790 22,211 16,790

In 2008 the group and the Company received theirtpatetwork located in Ziemgali Str. and
Raudondvario Rd. for free, fair value of which la¢ date of the transfer amounted to LTL 149 thods#&s
well, in 2008 the Group and the Company receivegttenmunication equipment, the fair value of whattihe
date of the transfer amounted to LTL 140 thous&m.10 October 2008 the branch of the Company Jkobar
Silumos Tinklai received LTL 600 thousand subsidi@sthe change of the boiler burned by fuel oilthe
boiler burned by gas from \$ietuvos Aplinkos Apsaugos InvestigiFondas (LEIF).

On 15 October 2009, the Group and the Company digreagreement on the financing and administraifon
the project Renovation of Centralised Heat Netwankthe Kaunas City by Installing Advanced Techmits
(Reconstruction of Heat Supply Networks atéws Ave. 82 A.118H, Kaunas) according to which the
Company will be receiving financing from the EurapeRegional Development Fund in the amount of
LTL 6,000 thousand after terms and conditions & #greement are fulfiled. The Company received the
financial support in the amount of LTL 5,843 thouddy 31 December 2011.

On 15 October 2009, the Group and the Company digreagreement on the financing and administraifon
the project Modernisation of Kaunas City Integrafédtwork Centre Main (4T) according to which the
Company will be receiving financing from the EurapeRegional Development Fund in the amount of
LTL 5,990 thousand after terms and conditions @& #greement are fulfiled. The Company received the
financial support in the amount of LTL 4,414 thouddy 31 December 2011.

On 15 October 2009, the Group and the Company gigreagreement on the financing and administraifon
the project Kaunas City Main Heat Supply Networlsad Kursiy St. 49C, Jonavos St. between NA-7 and NA-
9 and Networks under the Bridge through the riveriNin the auto-highway Vilnius—Klaigda near Kaunas
city, Complex Reconstruction for the Increase olidddity by Installing Advanced Technologies acdiorg to
which the Company will be receiving financing frahe European Regional Development Fund in the amoun
of LTL 2,333 thousand after terms and conditionghaf agreement are fulfiled. The Company receitrex
financial support in the amount of LTL 1,725 thousdy 31 December 2011.
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On 21 July 2010, the Group and the Company sigheagreement on the financing and administratiothef
project The development of centralized heat suppglyuilding a new heat supply trace (heat supplyvaek
from A. Juozapaviaus ave. 23A to A. Juozapdidus ave. 90) according to which the Company wdl b
receiving financing from the European Regional Depment Fund in the amount of LTL 1,566 thousaridraf
terms and conditions of the agreement are fulfilleflL 582 thousand which were accounted for undbeo
accounts receivable line in the Group’s and the gay’'s Statements of Financial position as of 3tddgber
2010, were paid out in 2011As of 31 December 2011 financing in amount of LT&26 thousand has been
received.

On 21 July 2010, the Group and the Company sigheagreement on the financing and administratiothef
project The modernisation of Zaliakalnis main ofukas integrated network (4Z) according to which the
Company will be receiving financing from the EurapeRegional Development Fund in the amount of
LTL 2,788 thousand after terms and conditions & dgreement are fulfilled. As of 31 December 2011
financing in amount of LTL 516 thousand has beeeired.

On 21 July 2011, the Group and the Company sigheagreement on the financing and administratiothef
project The modernisation of Dainava area main afikas integrated network (1T) according to whiah th
Company will be receiving financing from the EurapeRegional Development Fund in the amount of
LTL 1,560 thousand after terms and conditions efdgreement are fulfilled.

On 21 July 2011, the Group and the Company sigheagreement on the financing and administratiothef
project The modernisation of Aukstieji S area main of Kaunas integrated network (2Zpeding to which

the Company will be receiving financing from therg&oean Regional Development Fund in the amount of
LTL 1,618 thousand after terms and conditions efdgreement are fulfilled.

On 21 July 2011, the Group and the Company sighedagreement on the financing and administratiothef
project The modernisation of Vilijampoarea heating network of Kaunas integrated net@kR according to
which the Company will be receiving financing fraghe European Regional Development Fund in the atmoun
of LTL 595 thousand after terms and conditionshef agreement are fulfilled.

On 21 July 2011, the Group and the Company sighedagreement on the financing and administratiothef
project The modernisation of Prangoarea main of Kaunas integrated network (1Z) adongréb which the
Company will be receiving financing from the EurapeRegional Development Fund in the amount of
LTL 2,000 thousand after terms and conditions efdagreement are fulfilled.

In 2011 the Group and the Company received compmgeipment, the fair value of which at the datehaf
transfer amounted to LTL 142 thousand.

14. Employee benefit liability

According to Lithuanian legislation and the corahi$ of the collective employment agreement, eaghle@rae
of the Group and the Company is entitled to 1 -dhths salary payment when leaving the job at @radfie
start of the pension period.

The Group’s and the Company’s total employee behafiility is stated below:
Group Company
Asof 31 Asof31 Asof 31 Asof31
December December December December

2011 2010 2011 2010
Employee benefit liability at the beginning of Wear 1,830 2,476 1,830 2,476
Paid (143) (284) (143) (284)
Formed 719 (362) 719 (362)
Employee benefit liability at the end of the year 206 1,830 2,406 1,830
Non-current employee benefit liability 1,671 1,593 1,671 1,593
Current employee benefit liability 735 237 735 237
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During the year, ended 31 December 2011, the #émtalunt of the benefit paid to the employees byGhaup

and the Company amounted to LTL 143 thousand (L84 thousand for the year, ended 31 December 2010)
and are included in the caption of salaries andak@ecurity expenses in the Group's and the Cogipan
statement of comprehensive income.

The principal assumptions used in determining manbenefit obligation for the Group’s and the Compa

plan is shown below:
As of 31 December 2011 As of 31 December 2010

Discount rate 7.0% 7.0%
Employee turnover rate 18.9% 18.9%
Expected average anil salary increast 3.(% 3.(%

15. Derivative financial instruments

On 9 April 2009, the Group and the Company conduale interest rate swap agreement. For the peraod f

24 August 2009 to 22 August 2014 the Group anddbpany set a fixed interest rate at 4.15% fopatihg
interest rate at 6-month EUR LIBOR. The nominal antoof the transaction was EUR 2,172 thousand (the
equivalent of LTL 7,500 thousand) as at 31 Decend@tl (EUR 2,896 thousand (the equivalent of
LTL 10,000 thousand) as at 31 December 2010). Mar&kie of swap agreement as of 31 December 2011
amounted to LTL 333 thousand (LTL 479 thousandfa3loDecember 2010). This transaction does not have
material impact on the future cash flows of thedprand the Company.

16. Sales income

The Group’s and the Company’s activities are hewrgy supply, electricity production, maintenande o
heating and hot water supply systems, electricitydpction and other activities. In the year 201paat of
inhabitants chose the Company as the hot waterlisupphose activities are inter-related, consedyeior
management purposes the Group’s and the Compaatjpistias are organised as one main segment — heat
energy supply. The Group’s and the Company’s datexctivities are stated below:

Group Company
2011 201C 2011 2010

Heat energy 302,842 302,546 302,893 302,602
Maintenance of the heating and hot water suppliesys of

the buildings 1,289 2,037 515 566
Hot water supply 3,725 1,485 3,725 1,485
Maintenance of manifolds 866 439 866 439
Electric energy 568 349 568 349
Maintenance of hot water meters 55 - 55 -

309,34! 306,85t 308,62: 305,44
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17. Other expenses

Cash collection expenses

Equipment verification and inspection
Debts collection expens

Consulting expens

Customer bills issue and delivery expenses
Communication expenses
Employees related expenses
Insurance

IT maintenance and related serv
Membership fee

Transport expenses

Advertising expenses

Audit expense

Stationery and post expenses

Rent of equipment and machinery
Other expenses

18. Other activities income and expenses

Income from other operating activities
Miscellaneous services

Materials sold

Gain from sale of non-current assets
Other

Expenses from other operating activities
Cost of miscellaneous services

Cost of materials sold

Write off of non-current assets

Loss from sale of non-current assets
Other

19. Finance income

Interest from late payment of accounts receivable

Fines

Change in fair value of derivative financial instrents

Bank interest
Other

Group Company
2011 2010 2011 2010
2,397 2,374 2,319 2,233
3,084 2,428 3,073 2,408
1,171 858 1,171 85%
76C 32C 754 31¢€
476 544 476 544
290 415 267 387
296 292 289 278
222 230 215 223
18z 154 16€ 14z
275 215 275 215
169 148 151 131
143 133 143 132
10z 73 99 64
36 43 36 42
37 21 14 5
1,019 1,355 1,093 1,386
10,661 9,598 10,541 9,360
Group Company
2011 2010 2011 2010
1,703 1,785 1,221 1,530
511 377 50¢ 377
6 6 6 6
123 34 110 22
2,343 2,202 1,846 1,935
(1,217) (1,180) (564) (645)
(10) (29) (10) (29)
(52) (119) (52) (119)
17) - 17) -
(38) (21) (34) (15)
(1,334 (1,349 (677, (808
Group Company
2011 2010 2011 2010
402 1,704 2,409 1,704
5,42( 5,42(
146 308 146 308
22 2 22 2
4 10 4 10
8,001 2,024 8,001 2,024

The receipt of fines amounting to LTL 5,420 thousanfurther described in Note 24.
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20. Finance costs

Interest on bank loans and overdrafts
Impairment loss of non-current financial assets
Penaltie

Other

Group Company
2011 2010 2011 2010
(1,467) (2,177) (1,466) (2,175)
(142) (196) (359) (691)
(44) (30) (44) (30)
- 2 - 1)
(1,653) (2,405) (1,869) (2,897)

21. Income tax

The recorded income tax for the year can be retmhevith the theoretical calculated income tax, chhis
computed by applying the standard income tax medfit before taxes as follows:

Group Company
2011 2010 2011 2010
Profit before tax 14,760 7,688 14,662 7,258
Income tax (expenses) calculated at statutory rate (2,214)  (1,153) (2,199) (1,089)
Change in deferred income tax due to change inata - - - -
Permanent differences and impact of valuation adluve of
deferred income tax asset 994  (2,368) 979 (2,432)
Income tax (expenses) reported in the statement of
comprehensive income (1,220) (3,521) (1,220)  (3,521)
Effective rate of income tax (%) 8,27 45,80 8,32 48,51
Group Company
2011 2010 2011 2010
Components of the income tax expense
Current income tax for the reporting year - - - -
Deferred income tax (expenses) (1,220 (3,521 (1,220 (3,521
Income tax (expenses) recorded in the statement of
comprehensive income (1,220) (3,521) (1,220)  (3,521)

As of 31 of December 2011 and 2010 deferred inctareasset and liability were accounted for by ajmgly
15% rate (refer to Note 2.20.). All changes in defé tax are reported in the statement of comprEten
income.
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Deferred income tax consists of:

Group Company

2011 2010 2011 2010
Net deferred income tax asset
Tax loss carry forward 1,956 67¢ 1,956 67¢
Accruals 566 369 566 369
The change in value of financial assets 51 29 51 29
Deferred income tax asset 2,573 1,077 2,573 1,077
Deferred income tax liability
Differences of depreciation (9,101) (6,334) (9,101) (6,334)
Investment incentive (243) (294) (243) (294)
Revaluation of the assets transferred to subsidiary - - (669 (669
Deferred income tax liabilities (9,344) (6,628 (10,013 (7,297
Deferred income tax, net (6,771)  (5,551) (7,440)  (6,220)

Deferred income tax assets on tax losses carryafahWwave been recognised in the balance sheelt Bnfount
as the Group’s and the Company’s management lesligwill be realised in the foreseeable futulesdu on
taxable profit forecasts.

At 31 December unrecognized deferred tax assetedbroup and the Company consisted of:

Group Company

2011 2010 2011 2010
Allowance for tradreceivable 6,497 6,39t 6,497 6,39%
Property, plant and equipment depreciation 81 72 81 72
Allowance for other accounts receivable 72 108 72 108
Change in fair value of derivative financial instrents - 43 - 43
Impairment for the ivestment into subsidia - - 107 74
Unrecognized deferred tax asset, net 6,650 6,618 6,757 6,692

22. Basic and diluted earnings (loss) per share

Calculations of the basic and diluted earningsspare of the Group are presented below:

Group Company

2011 2010 2011 2010
13,540 4,167 13,442 3,737

Net profit
Number of shares (thousand), opening balance 42,732 42,618 42,732 42,618
Number of shares (thousand), closing balance 42,73242,732 42,732 42,732
Average number of shares (thousand) 42,732 42,706 42,732 42,706
Basic and diluted earnings per share (LTL) 0,3z 0,1C 0,21 0,0¢

48



AB KAUNO ENERGIJA, Company's code 235014830, Raudon dvario Rd. 84, Kaunas, Lithuania

CONSOLIDATED AND PARENT COMPANY’S FINANCIAL STATEME NTS FOR THE YEAR 2011
(all amounts are in LTL thousand unless otherwise stated)

23. Financial assets and liabilities and risk maagement

Credit risk

The Group and the Company do not have any crediteguration risk because they work with a large lpeim
of customers.

Customers number

Group Company
As of 31 As of 31 As of 31 As of 31
December 2011 December 2010 December 2011 December 2010
Individuals 115,01. 115,09: 114,80° 114,92¢
Other legal entities 2,153 2,130 2,063 2,028
Legal entities financed fro
municipalitie¢ andstate budg: 374 362 33¢ 32k
117,539 117,585 117,209 117,282
Trade receivables of the Group and the Companhé&ygtustomer groups:
Group Company
As of 31 As of 31 As of 31 As of 31
December201] Decembe 201C December2011 December201(
Individuals 41,803 51,250 41,799 51,247
Other legal entities 8,278 9,855 8,262 9,681
Legal entities financed fro
municipalities’ and state budget 8,913 11,140 8,846 11,061
58,994 72,245 58,907 71,989

Considering trade and other accounts receivalilegetms of which is still not expired and theipeirment as
of date of financial statements is not determirzatording to Management opinion there is no inéhoatthat
debtors will not fulfil their payment liabilitiedhyecause a balance of receivables are controllestamtty. The
Group and the Company considers that maximum sigiqual to the sum of receivables from buyers dhero
receivables, less recognized impairment losse$ the dalance sheet date (note 8).

Cash and cash equivalents in banks, which wereiateal in accordance with long-term borrowing ratifg

Group Company
As of 31 As of 31 As of 31 As of 31

December 2011 December 2010 December 2011 December 2010
A 869 1,420 833 1,370
A+ 1,264 100 1,264 100
AA- 30 3 30 3
B+ - 7 - 7
Bank with no rating attributed 68 62 68 62
2,231 1,592 2,195 1,542

*- external credit ratings set IFitch Ratingsagency.
The Group and the Company do not guarantee oldigatf the other parties in 2011 and in 2010.
With respect to credit risk arising from the otHerancial assets of the Group and the Company, hwhic
comprise cash and cash equivalents and availabkafe financial investments, the Group’s and the
Company’s exposure to credit risk arises from defaiuthe counterparty, with a maximum exposureada
the carrying amount of these instruments.
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Interest rate risk

All of the Group’s and the Company’s borrowings atevariable interest rates, therefore the Group tae
Company faces an interest rate risk. In 2011 arid 20 manage variable rate risk the Company haeresht
into interest rate swap agreements, in which thenamy agrees to exchange, at specified intervhts, t
difference between fixed and variable rate intea@sbunts as described in Note 15, calculated byeteeence
to an agreed upon notional principal amount.

The following table demonstrates the sensitivityateeasonably possible change in interest ratese@se and
decrease in basis points was determined based tboahian economic environment and the Group’s and
the Company’s historical experience), with all otiaariables held constant, of the Group’s and tbem@any’s
profit before tax (through the impact on floatiraye borrowings). There is no impact on the Growgpid the
Company’s equity, other than current year profipact.

Increase/decrease in basis points Effect on profitefore tax

2011

LTL +200 (230)
LTL -200 230
EUR +50 (168)
EUR -5C 16€
2010

LTL +20( (201
LTL -200 201
EUR +50 (198)
EUR -50 198

Liquidity risk

The Group’s and the Company’s policy is to maintsurfficient cash and cash equivalents or have aiail

funding through an adequate amount of overdraftscammitted credit facilities to meet its commitrtseat a

given date in accordance with its strategic pldrf®e Group’s liquidity (total current assets / totalrrent

liabilities) and quick ((total current assets -entories) / total current liabilities) ratios as3if December 2011
were 0.96 and 0.90 respectively (0.93 and 0.88f & @ecember 2010). The Company’s liquidity andcku
ratios as of 31 December 2011 were 0.97 and 0e8pectively (0.93 and 0.88 as of 31 December 2010).

To solve all liquidity issues the Group and the @any implement the following action plan:

» The price effective from 1 June 2009 include cdetsfuel and heat energy purchased that were dgtual
incurred during the previous period but not yetared. Since 1 October 2009, the heat price forwcoess is
calculated using two components. A constant compiooethe heat price remains unchanged for theoderi
during which the recalculated heat price is valldly a variable component changes depending ongelsan
fuel prices thus allowing the Company to reducesjiibs losses in case of rise in fuel prices.

 Since the year 2009 the Company attempts to re@eirteof investments funds from the EU Structurahds
(50% of the cost of the project, but not more thdh 6 million). The Company has submitted 9 progect
Support agreements for all of them has been siggetlis described in notes 13;

» Non-priority investments are suspended,;

» Considering the current situation the Group andGbenpany started reduce expenses: the Publicutistit
Organizaciy vertinimo agentra (Agency of Assessment of Organizations) accahpli an assessment of the
Company’s management administration and activity.

» the plan of reducing production and supply lossdseing currently implemented,;

» The analysis of cash flows are done regularlyjlfadnt of finance needs is planned and organized.
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Unsecured bank overdraft and bank loan facilities:

Group Company
As of 31 As of 31 As of 31 As of 31
December2011 December201C December2011 December201(
Amount used 7.765 8,808 7,765 8,808
Amount unused 12,235 11,191 12,235 11,191
20,000 19,999 20,000 19,999

The table below summarises the maturity profiléhef Group’s financial liabilities as of 31 DecemBed1 and
as of 31 December 2010 based on contractual undisesd payments (scheduled payments including istlere

Lessthan3 4to 12 2to5 More than 5

months months years years Total
Interest bearing loans and borrowings 2,554 18,107 27,468 9,554 57,683
Trade payables 54,192 698 37 - 54,927
Balance as of 31 December 2011 56,746 18,805 27,505 9,554 112,610

Lessthan3 4to12 2to 5 More than 5

months months years years Total
Interest bearing loans and borrowi 11,05« 19,19¢ 31,073 2,52¢ 63,84¢
Trade payables 60,524 454 3 - 60,981
Balance as of 31 December 2010 71,578 19,650 31,076 2,525 124,829

The table below summarises the maturity profilel® Company’s financial liabilities. As of 31 Dedeen
2011 and 2010 based on contractual undiscountadeygg (scheduled payments including interest).

Lessthan3 4to 12 2to5 More than 5

months months years years Total
Interest bearing loans and borrowings 2,549 18,102 27,468 9,554 57,673
Trade payables 54,265 698 37 - 55,000
Balance as of 31 December 2011 56,814 18,800 27,505 9,554 112,673

Lessthan3 4to 12 2to5 More than 5

months months years years Total
Interest bearing loans and borrowings 11,04519,170 31,063 2,525 63,803
Trade payable 60,52( 454 3 - 60977
Balance as of 31 December 2010 71,565 19,624 31,066 2,525 124,780

Trade payables
Trade payables of the Group and the Company bylisugpoups:

Group Company
As of 31 As of 31 As of 31 As of 31
December 2011 December 2011 December 2011 December 2011

For heat purchased 37,88t 45,78¢ 37,88¢ 45,78¢

Contractors 11,035 10,099 11,035 10,099

Other suppliers 6,007 5,093 6,080 5,089
54,927 60,981 55,000 60,977
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30 day settlement period is set with KTE for pusgth heat energy, 90-180 day settlement period k wit
contractors, 5-30 day settlement period — with osuppliers.

As of 31 December 2011 and 2010 neither the Grauph® Company had overdue trade payables.

Foreign currency risk

All sales and purchases transactions as well afirthecial debt portfolio of the Group and the Camyp are
denominated in LTL and EUR. As litas is pledgedetgo, therefore, material foreign currency risknet
incurred

Fair value of financial instruments

The Company’s principal financial instruments acted for at amortised cost are trade and otheentiand
non-current receivables, trade and other payaldeg;term and short-term borrowings. The net boakie of
these amounts is similar to their fair value.

Fair value is defined as the amount at which te&riament could be exchanged between knowledgeabiegw
parties in an arm's length transaction, other tinaforced or liquidation sale. Fair values are aid from
quoted market prices, discounted cash flow modelsoption pricing models as appropriate.

The following methods and assumptions are usedstomate the fair value of each class of financial
instruments:

« The carrying amount of current trade accounts vebde, current trade accounts payable, other
receivables and other payables and current borgsaapproximate their fair value.

« The fair value of trade and other payables, lomgtend short-term borrowings is based on the quoted
market price for the same or similar issues orhmn durrent rates available for borrowings with the
same maturity profile. The fair value of non-cutréorrowings with variable and fixed interest rates
approximates their carrying amounts.

Categories of financial instruments:

Financial assets:
Group Company
As of 31 As of 31 Asof31 Asof31 Asof3l As of 31
December December December December December December

2011 2010 2009 2011 2010 2009

Cash and bank balances 5936 3,574 3,131 5,899 3,524 3,094
Loans and receivables 64,639 77,903 64,250 64,690 77,822 64,269
Available-for-sale financial

assets 95 237 433 5,436 5,795 6,486

70,670 81,714 67,814 76,025 87,141 73,849
Financial liabilities
Group Company

As of 31 As of 31 Asof31 Asof31 Asof3l As of 31
December December December December December December
2011 2010 2009 2011 2010 2009

Carried atair value throug
profit or loss (FVTPL) 33: 47¢ 787 33¢ 47¢ 787
Carried at amortised cost 106,203 121,565 101,342 106,266 121,517 101,274
106,536 122,044 102,129 106,599 121,996 102,061

The carrying amounts of financial assets and fii@ndiabilities approximate their fair values.
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Capital management

The primary objectives of the Group’s and the Comyfsacapital management are to ensure that the f>aod

the Company comply with externally imposed capreduirements and that the Group and the Company
maintains healthy capital ratios in order to supfierbusiness and to maximise shareholders’ value.

The Group and the Company manages its capitaltsteiand makes adjustments to it in the light @nges in
economic conditions and the risk characteristicésoéctivities. To maintain or adjust the capgtalicture, the
Group and the Company may issue new shares, dbpistividend payment to shareholders, return dajuta
shareholders. No changes were made in the objectpadicies or processes of capital managemenhguhie
years ended 31 December 2011 and 2010, exceptdagaise in share capital paid by contributionsiiml las
disclosed in Note 1.

The Group and the Company is obliged to upkeegqtsty of not less than 50% of its share capitaiygposed

by the Law on Companies of Republic of LithuanidaeTGroup and the Company complies with equity
requirements imposed by the Law on Companies ofuBlepof Lithuania. There were no other externally
imposed capital requirements on the Group and tdregany.

The Group and the Company monitor capital usingt debequity ratio. Capital includes ordinary shares
reserves, retained earnings attributable to théyeolders of the parent. There is no specifictdebequity
ratio target set out by the Group’s and the Comjzamanagement, however current ratios presentemhbaie
treated as sustainable performance indicators:

Group Company
As of 31 As of 31 As of 31 As of 31
December December December December
2011 2010 2011 2010

Non-current liabilities (including deferred tax and

grants (deferred income)) 63,014 56,165 63,683 56,824
Current liabilities 78,559 93,455 78,359 93,132
Liabilities 141,573 149,620 142,042 149,956
Equity 270,682 257,142 274,027 260,585
Debt* to equity ratio (%) 52,30 58,19 51,84 57,55

* Debt contains all non-current (including deferiedome tax liability and grants (deferred revenuasd
current liabilities.

Market risk
External risk factors that make influence the Gts@md the Company’s main activity:
« Economical crisis,
* Increase of fuel prices,
* Unfavourable law and legal acts of Government ahdrdnstitutions, decisions of local municipality,
e The politics of selling production prices,
» Inflation and common economical recession thatcedthe income of heat consumers,
¢ The cycle of activity,
« Environmental requirements.

More detailed information about risk factors isqaeted in Annual report.
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24. Commitments and contingencies

Litigations

On 30 June2003 the Investment agreement betwee@dimpany and KTE was signed. As KTE fails to fulfil
obligations assumed with regard to the amountwdstments in due time and according to this agraeik€E

is committed to pay to the Company a fine of LTL7Ltillion of the amount of unimplemented investitsen
the parties initiated negotiations with the purpa$eamending the investment agreement and the tdrm
investments. As at 31 of December, 2009 an agreeaveeptable to both parties regarding the amentiofen
the investment agreement was not reached. Thetdigper the amount of LTL 17.7 million is beingsed in
the Arbitration Court at the Association InternaitbChamber of Commerce — Lithuania. On 17 Febra@d0
Vilnius Court of Commercial Arbitration investigatehe civil case regarding the fulfilment of theyéistment
agreement between the Company and UAB Kauno Tekamfos Elektri (hereinafter - KTE) and passed the
ruling to award a fine of LTL 5,420 thousand in dav of the Company. KTE has placed a complaint to
Lithuanian Court of Appeal regarding this decisidhe Court of Appeal denied this appeal by itsngilfrom

19 October 2010 and has left the ruling of the €CotiCommercial Arbitration unchanged. On 8 of NoNeer,
2010 KTE has applied a cassation complaint to itleuanian Supreme Court regarding a repeal of gsliof
the Commercial Arbitration court and of the Couftappeal. On 14 of March 2011 the Lithuanian Sugrem
Court has dismissed a cassation complaint of KTEfinal decision and has left unchanged the sieci of
Vilnius Commercial Arbitration Court from 17 of Felary 2010 and the decision of Lithuanian Court of
Appeal from 19 of October 2010. The penalty andrgdt received has been accounted in financiamstaits

of the Group and the Company as financial activitpme and were offset against trade payables t6.KT

On 3 of November, 2010 the Company placed a seatasich to Vilnius Commercial Arbitration Court
(hereafter — VCAC) regarding additional forfeitdmount LTL 12,352 thousand from defendant KTE dughé
improper fulfilment of the Investments agreement. T8 of February, 2011 a preliminary session of \GCA
took place, and on 17 of June, 2011 a need ofiaddltexplanations came up during session of theteshere
the case has been started to investigate essgnlib# explanations due to the sameness of thexdestaim to
the first one from the year 2009 which has beengulalue to the forfeit in already closed case oAZGvere
needed. Additional written explanations were platedhe court on 1 July 2011, and the main sessfahe
case assigned on 25 October 2011. VCAC satisfiedpaay’s claim partly by its decision of 19 of Dedssn
2011: a fine in amount of LTL 7 054 thousand, 6cpat annual interest for the period from 4 of Nokem
2010 until the day of fulfilment of this decisiorom the sum awarded, LTL 37 thousand and LTL 42shad
of compensation expenses were awarded from thadie KTE in favour of the Company.

As of 31 December, 2011 and of 31 December, 20&(tcrual for the sum of claims was not been made i
financial statements of the Group and the Comphagause the income from fines and penalties is sHow
those statements only when it is paid-in.

On 24 August, 2010 KTE placed a preventive clairiitoius Commercial Arbitration court applying torbid
to the Company to terminate ex-parte and not appe&b the court a Power plant purchase agreenaésud,a
Heat energy purchase agreement and the Investmagrgement. On 12 August 2011 this preventive claas
rejected by the arbitration court after the casg been investigated. KTE did not place a complnthe
Lithuanian court of Appeal until 12 November 20%b,the decision of Vilnius Commercial Arbitratioouct
remains unchanged.

On 21 January 2011 Kaunas city district court hgsied by its decision a temporary protection reynéPR)

in behalf of KTE and has obliged the Company tdre@s from termination ex-parte and not appealionghe

court of above mentioned agreements while the tigeggon of arbitration case is taking place. Nahstanding

the decision is appealed to the Kaunas county cadrPR are applied since the moment of makingléuogsion

and the bailiff's precept regarding implementatadrthis obligation is already delivered to the Ca@mp. But

on 11 March 2011 the Kaunas county court has cadpliith the particular complaint of AB Kauno Engagi
regarding this district court decision and has e#ad it, therefore any restrictions to terminate &@above
mentioned agreements as it is stated in them drappdied.
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On 12 August 2010 The Securities commission oR&public of Lithuania (further — Commission) hasdma
decision Regarding the case of breaking the lawhasddecided to fine the Company of LTL 50 thousand
breaking the part 4 of chapter 5 of Lithuanian $iges law (further — SL). By this decision the Caission
obliged the Company to evaluate the long term asgeeived as nonmonetary contribution at thek tralue

in accordance with requirements of chapter 24 ofAl% Immovable property, equipment and machineitye T
Commission has also obliged the Company to usevateti and reasonably chosen assets evaluation dsetho
appropriate for this kind of assets and goals. Knthere will be estimated, that the Company’s ficial
statements and consolidated financial statemeriteeofear 2009 are not in character with 16 IAS/sions, to
correct in retrospect financial statements in adaoce to chapter 24 of 16 IAS Immovable propeidqyigment
and machinery when the Company’s financial statesn@mnd consolidated financial statements of the 2620

will be prepared. The Company has disagreed withdécision of Commission and has placed a complain
Vilnius regional administrative court. On 24 Janu&011 this complaint was rejected by the court. On
7 February 2011 the Company placed an appeal riegattus decision to the Supreme Administrative €t
Lithuania (hereinafter — SACL). On 16 of August,12Ghe court decided to renew the investigatiothefcase

in essence. On 15 of December, 2011 SACL has madiecigion, according to which a fine imposed by
Commission was lowered to LTL 30 thousand, and ha bther part the decision of Vilnius regional
administrative court remained unchanged, thus #éneqd Commission decision regarding revaluatiomssets,

i. e. to oblige the Company to evaluate the lommtassets received as nonmonetary contributiohedt true
value in accordance with requirements of chaptenf2b IAS Immovable property, equipment and maehin
The Commission has also obliged the Company tonustvated and reasonably chosen assets evaluation
methods, appropriate for this kind of assets analsgoAnd if there will be estimated, that the Compa
financial statements and consolidated financiagkestants of the year 2009 are not in character dMtHAS
provisions, to correct in retrospect financial estagnts in accordance to chapter 24 of 16 IAS Imilaeva
property, equipment and machinery when the Compgafigancial statements and consolidated financial
statements of the year 2010 will be prepared. Aslaié of financial statements of the year 2011na fs
accounted as expenses of financial activity. Themmmetary contribution is accounted as it is desdiin
paragraph Carrying value of non-current assetswedes a contribution in kind of chapter 2.25 aslate of
these statements.

Leasing and constraction work purchase arrangements

The Company entered into the lease arrangemeidWiE for the real estate. Under this lease arragerthe
Company leases to KTE the boiler with tecnologmaklines for heat production, located in PetraSuwaver
plant teritory. The term of lease if 5 years.

Contingent liability araising from valid other leaarrangements and purchase arrangements as dingplate
could not be reliably estimated.

25. Related parties transactions

The parties are considered related when one pasyttie possibility to control the other or havensigant
influence over the other party in making finaneiatl operating decisions.

In 2011 and 2010 the Group and the Company didhaee any significant transactions with the other
companies controlled by Kaunas city municipalitgept for the purchases or sales of the utility ises: The
services provided to the Kaunas city municipalityl ahe entities controlled by the Kaunas city mipailty
were executed at market prices.
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In 2011 and 2010 the Group’s and the Company'sstretions with Jurbarkas city municipality, Kaun#y c
municipality and the entities, financed and coméblby Kaunas city municipality and amounts of reakeles
from and liabilities to them at the end of tharwere as follows:

2011 Purchases Sales Receivables Payables
Kaunas city municipality and entities
financed and controlled by Kaunas city

municipality 1,668 33,199 16,103 255
Jurbarkas city municipality 4 2,278 19 50
2010 Purchase! Sale: Receivable Payable:

Kaunas city municipality and entities
financed and controlled by Kaunas city
municipality 974 30,383 20,231 185

Jurbarkas city municipali 4 2,16¢ 71€ -

The Group’s and the Company’s as of 31 Decembed 20lbwance for overdue receivables from entities
financed and controlled by municipalities amounted LTL 6,686 thousand. (31 December 2010 -
LTL 9,669 thousand). The amounts outstanding asecured and will be settled in cash. No guaranbees
receivables have been received.

In 2011 and 2010 the Company’s transactions wihstibsidiary and the balances at the end of thewea
as follows:

2011 Purchases Sales Receivables Payables
Pasta prieZiiros paslaugos UAB 1,206 112 299 157
2010 Purchases Sales Receivables Payables
Pasta prieZiiros paslaugos UAB 1,247 133 308 80

Remuneration of the management and other payments
As at 31 December 2011 and as at 31 December 2@ Gtoup’s and the Company’s management team
comprised 6 and 4 persons respectively.

Group Company
2011 2010 2011 2010
Key management remuneration 523 450 416 35C
Post-employment benefits paid - - - -
Group Company

Asof 31 Asof 31 Asof 31 Asof31
December December December December
2011 2010 2011 2010
Calculated post-employment benefits 70 53 70 53

In 2011 and 2010 the management of the Group an€dmpany did not receive any loans or guarantees;
other payments or property transfers were made@uad.
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26. Post balance sheet events

On 10 of January 2012 Minister of Energy of the R#jg of Lithuania Arvydas Sekmokas has visited
Company’s Petradnai power plant. Minister has been interested issfimlities of building a new bio-fuel
burned power plant together with AB Lietuvos enj@,gh demand of investments in bio-fuel projecsell as
Kaunas needs in heat production capacities. Th@nretion on two possibilities of Petrasai power plant
development was presented:

1. AB Kauno energija is going to install up to 44AlWbiomass burned boiler herewith 16 MW steam twgbin
The price of this project could reach up to 118jlfion litas. An application regarding partial fineial support
was presented to JS.ietuvos verslo paramos agerd (Lithuanian Business Support Agency) in November
2011 (more details — in part “Strategic decisionfsl note);

2. The united project with AB Lietuvos Energija aeding “bare field” investment at the site of Psifnai
power plant by installing up to 50 MW biomass burtiler herewith 25 MW steam turbine for produwtif
electricity. The price of this project could reaftom 260 up to 270 million litas. The point of & ithe
possibility of heat supply to Kaunas city at thaimpim price. In minister's opinion, the Governmefitthe
Republic of Lithuania as the shareholder of AB Ligts energija would encourage the collaborationesfown
company with AB Kauno energija, but Kaunas munigipamust decide first regarding this possible
collaboration.

On 27 January 2012 Lithuanian Energy Institute jL&tfld AB Kauno energija signed an agreement reggrdi
creation and implementation of system of thermorlytic parameters monitoring, analysis and preweentf
breakdowns, which will be created by LEI and AB Katenergija specialists and which will be implensenin
Company’s heat supply network. The system will fiorcin a principal of remote reading and analysfis
thermo-hydraulic parameters and will enable to cedioss and to ensure more reliable heat supply by
expeditious reaction to breakdowns or other oceasiaf network disturbance. The results receivedndur
research are planned to use for increasing effautiss of AB Kauno energija activity and for inciegs
reliability of heat supply.

On 7 March 2012 the project of implementing of pr@enent order of centrally supplied heat was preseto
potential independent heat producers in “Kauno gjar This is the first theoretical document oisttkind
intended for heat supply systems not only in Litiaédbut also in Europe. Unambiguous regulation waiiow
competition in heat production sector and for hgapplied to the end users, price reduction.

On 21 March 2012 the new bio-fuel powered boilghwiondensation economizer with total power of \&
started to function in AB “Kauno energija” Garlialailer-house, in Kaunas district. The heat produoethis
boiler is supplied to the consumers of Garliaveoligh. This boiler is one of the first bio-fuel paee devices

in Lithuania, the construction of which was finadcender an Energy Service Company (ESCO) financing
model.

*k%x
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Translation note

This report has been prepared in Lithuanian languagand in English language. In all matters of
interpretations of information, views or opinionghe Lithuanian language version of this report take
precedence over the English version.

Confirmation by responsible persons to the Company shareholders and the Bank of Lithuania

Following Article No. 22 of the Law on Securitiektbe Republic of Lithuania and Rules on Preparetind
Submission of Periodic and Additional Informatiohtbe Lithuanian Securities Commission, we hereby
confirm that, to the best of our knowledge, the €idated Annual Report reviewed by auditors are th
audited Set of Consolidated Financial Statementstie year 2011 of AB Kauno Energija (hereinafter
referred to as the Company or the Issuer) preparextcordance with International Financial Repatin
Standards as adopted by the European Union givaeaand fair view of the assets, liabilities, fineh
position and profit or loss of the Company andtla#l consolidated companies, and that the Consetidat
Annual Report for the year 2011 contains a faircldisure of business development and overview of
activities, the state of the Company and the catsigld companies together with the descriptionxpbsure

to key risks and uncertainties.

Kauno Energija AB General Manager RimantasaBa

Kauno Energija AB Chief Accountzg/

VizleStasSkniere
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1. Reporting period of the Consolidated Annual Report

Reporting period, for which the Consolidated AnnRaport of AB Kauno Energija has been preparethes

year 2011.

2. Companies composing the group of companies and theiontact data

AB Kauno Energija (hereinafter referred to as tlmnPany or the Issuer) prepares both the Compamgs a
the consolidated financial statements. The growgrefhafter referred to as the Group) consists ef th
Company and its subsidiary undertaking UAB PasBtieZiiros Paslaugos, in which the Issuer directly

controls 100% of shares.

The main data about the Company:

Name of the company:
Legal-organizational form:
Address:

Code of the legal person:
Telephone number:

E mail:

Webpage:

Fax number:

Registration date and place:
Register manager:

VAT payer code:

The main data about the subsidiary:

Name of the company:
Legal - organizational form:
Address:

Code of the legal person:
Telephone number:

E-mail:

Webpage:

Fax number:

Registration date and place:
Register manager:

VAT payer code:

AB Kauno Energija
Public company
Raudondvario rd. 84, 47179 Kaunas
235014830
(+370 37) 305 650
info@kaunoenergija.lt
www.kaunoenergija.lt
(+370 37) 305 622
22 August 1997, KsyuDader No. 513
Kaunas Branch of State EnterReggster Centre
LT350148314

UAB Pasjdrieziiros Paslaugos
Private company
Savanayiave. 347, 49423 Kaunas
300580563
(+370 37) 305 959
info@kaunoenergija.lt
WWW.p-p-p.lt
(+370 37) 311 877
1 July 2006, Kaunas
Kaunas Branch of State EnterRegister Centre
LT100002506015

3. The nature of core activities of the companies congsing the group of companies

The nature of core activities of the Group is prithn and services. AB Kauno Energija is the parent
Company of the Group. The Company produces ansl lsetlt energy to consumers in Kaunas and Jurbarkas
cities and in part of Kaunas administrative distrigAkademija borough, EZdis bor., Domeikava village,
Garliava bor., Girionys vil., Neveronys vil., Raudtvaris vil.) (hereinafter referred to as the Kauregion).
Since 1 May 2010 the Company supplies hot watery @t hot domestic water supplier activities) frart

of multifamily residential buildings in Kaunas addrbarkas cities and Kaunas region (in Decembet #ts
number of houses reached 145, including — 3 in Haurgion and 5 in Jurbarkas) (hereinafter in tiest
supplies of heat and hot domestic water referreastthe heat). In addition, the Company producestrat
energy in small quantities in Kaunas city and Kauregion and the steam in Kaunas city. The Group an
the Company carry out supervision of indoor heat @m) hot water supply systems, maintenance dififrgea
substation facilities (the expenses of which aneeoed since 1 November 2011 from the Company'sitprof
according to the law), repairs of buildings andstouictions, repairs of heating substations andrdtbaating
facilities, provides rental services of transpant goremises, and other services to individuals legdl
entities in relation to the supervision and maiatese of heat economy. The Group and the Company are
engaged in licensed activity in accordance withlitenses held.

AB KAUNO ENERGIJA
Company code 235014830
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4. The Issuer's agreements with finance broker compaes and (or) credit institutions

On 1 April 2003 the Issuer signed Service Agreenveittt AB SEB Bankas (company code 112021238,
Gedimino ave. 12, Vilnius), represented by the RroeaMarkets Department.

5. Trade in securities of companies composing the grpuof companies in regulated markets (the
name of regulated market, the amount of securities trade)

As of 31 December 2011, the 20,031,977 of Issuarsnary registered shares (twenty million thirtyeo
thousand nine hundred seventy seven) (VP ISIN ¢dd@00123010) with total nominal value equal to
LTL 120,191,862 (one hundred and twenty million dnandred ninety one thousand eight hundred sixty
two) were included into NASDAQ OMX Vilnius Stock Elxange Baltic secondary trade list.

6. Objective overview of the state, performance and delopment of the group of companies, and
description of exposure to key risks and uncertairies
Chart 1

At the end of 2011, the Group covered
approximately 90% of heat supply market in
Kaunas and approximately 95% of heat supply
market in Jurbarkas, and approximately 6% of
maintenance of indoor heating and hot water
supply systems and heat substation facilities
market in Kaunas city an approximately 0,5%
in Kaunas region. 3,627 enterprises and
organizations, as well as consumers from
114,813 units of residential households were
connected to the integrated and local heat l i
supply network of the Company.

In 2011, the Group and the Company earned é\ i
LTL 13,540 thousand and LTL 13,442 thousand N, _48

profit (after tax), respectively. The Group's and 96‘94%V

the Company’s income from the main activity

amounted to LTL 309,345 thousand and

LTL 308,622 thousand, respectively. The major ~ *Industry  @Residents  B3udgetorganisations  Other
part of income was generated from sales of

heat: the Group's — 98.83%, and the Company's 6798.

The vision of the Group and the Company is to beleno, effective, competitive, and value creatingugr
of companies engaged in heat and electric enemyuption, supply and distribution and in maintereant
buildings and indoor heating and hot water suppstesns.

The values of the Group and the Company:

« more than 40 years of experience in heat produetimhsupplies business;

< responsibility against customers for fail-safe haead hot water supplies and for quality maintenance
of buildings and of heating and hot water suppigstems;

* high qualifications of employees, enabling to readhighest rates of efficiency;

« ability to inoculate a latest scientific achieversein the activity of companies;

« ability to cooperate with state and municipal ingions and also with academic institutions;

< ability to participate in creation of scientificqgrams;

* reputation of reliable modern and solid group ahpanies.

The strategic goals of the Group and the Company:
« to maintain the current position of companies mtiarket, and to expand it;

62
AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania



COMPANY'S CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2 011
(all amounts are in LTL thousand unless otherwiategt

« to fulfil all the measures indicated in investm@hins until the end of the year 2015 in order to
ensure fail-safe heat supplies;

« to expand the use of renewable energy sources mp&ay’'s heat production facilities in order to
fulfil the requirement of directive 2009/28/EB toopuce not less than 23% of heat of renewable
energy sources until the year 2020;

« to expand the competition in heat production sector

» purposefully reduce the expenses of productioiceiand management in both companies of the
Group in order to reduce the net price of centraligplied heat and of maintenance of buildings and
of heating and hot water supplies systems for coets.

The Company performs its activity depending ontegia guidelines of Kaunas city heat supply, whicks
approved by the decision No T-236 of Kaunas citynoil of 7 April, 2011 “Regarding strategic guideds
of Kaunas city heat supply”.

In 2011, the Company's revenue from sales of hemthred LTL 305,766housand, comparing to 2010, it
increased by 0.66%. (see Chart 2).

Chart 2
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Already today it can be stated that the Group’'s@tments into modern technologies (the automatfon o
isolated and integrated network’s boiler housesgreices system for customers, automated custoitlieg b
system, distant heat meters’ data transfer ancepsireg system, modern customer servicing systeedlas
‘One Call’ principle), renewal and development eihsupply pipelines helps the Company to quickpa

to changes in the market and to become an inn@&vatompany engaged in heat energy supply and
maintenance of heating substation facilities amban heating and hot water supplies systems in &sand
Jurbarkas city and Kaunas region.

In 2011, the Company closed down the last 8 graatihg substation facilities (boiler-rooms), frorheve
the heat and hot water were supplied into multifameésidential buildings. Thus the renovation pesgrof
heating substation facilities, approved nationvdddar back as 1996 and implemented in whole cpuvdas
complete. By implementing this program AB Kauno regija closed down overall 123 group heating
substation facilities and installed more than 1380dern automated heating substation facilities in
multifamily residential buildings instead of them.

During 2011, the Company invested LTL 35,144 milliGunds from other sources are among them, i.e.
LTL 10,145 million represent loans of commerciahks, LTL 7,481million represent financial suppadrh

the European Union Structural Funds), from whichLL382 thousand was allocated to connect 6 new
consumers to the centralized heat supply networits tetal capacity of 2.02 MW. During 2011, the
invested funds were used to build new heat supptwarks (3.17 km), and to reconstruct and renew the
already existing heat supply networks 8.99 km. Tbenpany’s investments are illustrated in Chart 3.
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Chart 3

Investment trends and sources in 2007-2011 (LTL riibn)
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For the period 2007-2011 issuer’'s used amount efitlvestment reflects the evolution of national and
European Union macro-economic processes: in 200Wp@oy used LTL 29.125 million, in 2008, in the
beginning of an economical slowdown processesatheunt of investments decreased to LTL 27.4 million
in 2009 investments were slightly above LTL 20.884lion. In 2010 investment performance amounted to
LTL 30,242 million. In 2011 investment performamu@mpared to 2010 increased by 16.2%. Such increase
of investments can be linked to the growth of palifie Company’s activity, sub-investment from the
European Union structural funds, the improvementreflit terms (interest rate stabilization), thertoy's
economic recovery following the recession and ojstimexpectations.

Under the legislation regulating Company's actgtCompany's operating expenses are divided irdb he
production, transfer and sale costs. Therefore ymgs the investment program the investments are
classified as investments in the heat productiohetwthe funds are allocated to the production ifessl/
buildings, new construction and reconstruction gots), the heat transfer (when the funds are addcen

the heat supply networks new construction and ratiaw, the liquidation of group substations, heaten
installation and replacement, new customer conmegirojects) and heat sale (when the funds areaaéd

for remote metering system installation, customacsounting and management systems, installation an
upgrade).

External risk factors affecting the main activity the Group includdnflation, residual phenomenon of
economical recession, increasing in fuel pricedavourable and often changing laws, governmental
legislation and orders of other institutions, melitlogy interpretation, local self-government demsi, and
heat price policy, which is under the influencetbé main shareholder of UAB Kauno termofikacijos
elektrine regarding different prices for gas for its compamg for other market players, also the absence of
competitive heat production offer

Different interpretation of theoretical methodolegii(International Financial Accounting and Inteioral
Valuation Standards) caused a different opiniothefauditors and the Company's management congernin
Company's property - the collectors - value andiatdn methods. Collectors, which are non-commercia
constructions and were installed with heat, hot aottl water supply pipes and other infrastructural
communications, which ensure that part of the Kawity population have access to use quality sesyic
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defined as a public service, that means servicemsare that residents receive heat, hot and anitkstic
water. There are pipelines in the collectors, saghheat supply 61.48 km (supply and return lintes) hot
domestic water supply - 1.48 km (supply and retumes), cold domestic water supply — 33.67 km. \&fith
mentioned there are installed 207,251 km communicatowned by the company AB TEO LT, 25.01 km
electric cables owned by AB LESTO (earlier VST)2H4D1 km other various telecommunication and IT
service provider’s cables. The purpose of collectorstruction (when the owner of the building wasiKas

city municipality) was to install infrastructurabn-commercial facility, which would be equipped twthe
communication required for Kaunas city populatiand these collectors were not expected to earmoese
from services to recipients of the Kaunas residdtasinas City Municipality in 2009 transferred tphoit
these public infrastructure facilities (collectotg)AB Kauno Energija (92.82% of the Company’s slsaare
owned by Kaunas city municipality). The decisionligated that collectors would be transferred to the
Company's share capital, as a contribution in kikglrequired by law, the property valuation was enfat
public infrastructural facilities — accounted farKaunas city balance sheet. The valuation waspeed by
UAB “Ober-Haus”. The valuation has been carried iaugccordance with the "Property valuation method”
approved by Government of Lithuania Republic in Bgbruary 1996 resolution No. 244 “Concerning
property valuation methodology”, "Property and Imgsis assessment base law” 25 May 1999 law No. VIl
1202, resolution of Government of Lithuania Repuldl8 December 1999 No. 1389 “On the property and
business of Lithuanian Republic valuation base @mgntation”, Property appraiser’s professional coide
ethics, approved by the Lithuanian Republic Audjtimccounting and valuation Institute Board in 14
September 2000 resolution No. 277, approved by fgamo and International Valuation Standards TVS
2001, 2002, 2003; EVS 2000, 2003. The propertyldctirs) transferred to AB Kauno Energija were
accounted for according to the value, that wasrdeted by valuators. According to the Company, Hase

the State Enterprise Centre of Registers of reateedata, the value is specified in accordance i value
determined by independent assessors, which amotmted@L 136.2 million, collectors’ value is correct
method of determining the property - correct. Thisperty (collectors) is a public facility to eneuthe
delivery of public services to Kaunas city resigemon-commercial and not for resale and depreciaif

this asset is not included in the calculation aithgice. This value is accepted by all finanamstitutions in
Lithuania, from which the Company has received $ofor financing investment projects (with or wittiou
the European Union Structural Funds). In addittbere are more of examples in Lithuania, whereadset

of energy facilities and infrastructure is valuatgdusing this particular value determination metkothe
depreciated replacement cost method. Followingl#uision of The Securities Commission of the Reipubl
of Lithuania No 2K-157 of 12 August 2010 which wamfirmed on 15 December 2011 by the decision of
Supreme Administrative Court of Lithuania, AB Kaugepergija is obliged to revalue long term tangible
assets received as a contribution in kind followthg requirements of 24 chapter 16 TAS “Immovable
property, equipment and machinery”. It should beéedacthat this chapter supposes that the net cost of
immovable property, equipment and machinery iswatald in true value except cases when: a) theretis
enough commercial ground for trade transaction)oit s impossible to reliably evaluate a true \alof
neither obtainable nor transferable assets. Ibitainable assets unit is not evaluated as a tilue vits net
cost is evaluated as a balance value of transtetaddets. The newly emitted shares were paid Bna v
specific asset (collectors — tunnels built aneditfor leading up of engineering communicationsueing of
exploitation and maintenance of these communicafigo this kind of asset can be treated as a $pecia
purpose asset, i.e. an asset which is rarely spldob sold at all. These circumstances are noted by
independent evaluators in their asset evaluatigrorte So, in those cases even 24 chapter 16 TAS
“Immovable property, equipment and machinery” aboiw evaluate assets as a balance value. The assets
evaluation report of UAB “Ober-Haus” was not comg¢elsand repealed in any judicial instance.

Economic factorsThe Company engages the major centralized heailistlp position in Kaunas and
Kaunas district and Jurbarkas city. In order taireit, it is important for the Company to adaptthe
changing energy supply conditions, further impletimgnmodern and efficient technologies, focusing s
quality service to the consumers.

The Group’s sales directly depend on heat demaadhéat energy consumption, which is mainly aéféct
by average outdoor temperature, the consumerssimants into heat saving and rational consumptod,
the growth rate of heat sales market. The dynamicsonsumers’ connections and disconnections is
provided in Table 1.
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Table 1
2007 2008 2009 2010 2011 2007-2011
capacity, capacity, capacity, capacity, capacity, capacity,
MW MW MW MW MW MW
Consumers* disconnections 1.917 2.374 1.95 1.10 833.1 10.524
Consumers' connections 11.58 11.82 1.29 10.14 2.02 36.85

In 2011 the operation of Kaunas “Zalgiris arena’svetarted. The same year the agreement of hedigserc
was signed with UAB Kauno arena, manager of arémstalled capacity of arena heat consumption is
6 MW.

Inflation and overall economic recession, as wsllaver incomes of heat consumers increase consumer
indebtedness, so in that case the Company is fdausémprovement of organization of debt supervisio
The debts of consumers in the year 2011 decregstthbin 10% compared to the year 2010. The dabts
residents, amounting to 74% of all consumers, @seet by 8%, among them. The debts of other consumer
decreased by 15.4%.

Natural gas is main fuel used in the process oégion of heat and electricity energy. Increagiriges of
fuel have an influence on the Company’s heat aedtritity energy production cost, as well as thecpase
price of heat energy purchased from UAB Kauno Téikaoijos Elektrire (Kaunas Heat and Power Plant),
which is the dominant production source, havingetidn operated technological facilities and posisthio
buy fuel at the lower price.

The competition between other gas and electricipps/ companies and the Group and the Companytsesul
in the disconnections of the consumers from théridisheating system (during 2011 — 3.183 MW) and
choosing alternative heat sources (gas, electrimitpther types of fuel). The disconnections oftimga
facilities from centralised heat supply system aegulated by the Regulations of Heat Supply and
Consumption (Zin., 2010, Nr. 127-6488) approvedhsyorder No 1-297 of 25 October, 2010 of Minister
Energy of the Republic of Lithuania and the modifion of them (Zin., 2011, Nr. 97-4575) approvedtiny
order No 1-191 of 20 July 2011. The procedure oédHconsumer facilities disconnection of heat syppl
system and of change of heating mode in premisésiitaing initiated by consumer” approved by Kaunas
City Council decision No T-244 of 9 April 2009 iscognized as spent by Kaunas City Council decilion
T-11 of 26 January 2012.

The Group's and the Company's management struetasechanged in 2009 and adjusted in the year 2010,
which allowed to optimize and improve the effectiges of the Company’s operations.

The Group's and the Company's activity suffers fregasonality. During the heating season (October to
April) the major part of revenue is earned from mnactivity, whereas during the non-heating seatiua,
Company’s heat generation capacity is not usedilin Which results in the lowest revenue duringsthi
period, however, the Group and the Company havgrépare for the heating season (reconstruction and
maintenance works are being implemented in the lseg@ply networks and boiler-houses, indoor
engineering systems).

Political factors.During 2008 to 2009 there were significant changebe laws regulating the Company’s
operation (the Lithuanian Law on Heat Economy (Z2003, No. 51-2254; 2007, No. 130-5259; 2009, No.
10-355; 2009, No. 61-2402)) and heat priciddethodology for Setting Heat Pricdbereinafter — the
Methodology) approved on 8 July 2009 by ResolutitmO3-96 of the National Control Commission for
Prices and Energy (hereinafter — the Commissiorgcofding to heat energy price calculation project
provided by the Company the basic price of heapkeg by Company is determined by the Commission
every 4 years. The components of the basic heeé anie determined in accordance with the procedure
described in the Lithuanian Law on Heat for thaqeenot shorter than 3 years and not longer thgadss,

and during the second and subsequent years theypplied by recalculating the components of heiaepr
The invariable component is recalculated basedhamge in the cost of the adjustment factors that ar
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affected by inflation, changes in realized heatuw®, investment depreciation (amortization) anceroth
factors that do not depend on the supplier's opmraas set out in the Methodology. The invariable
component is adjusted when the fuel structure ianghd as set out in paragraph 80.2.1.1 of the
Methodology, when the provisions of paragraph 87hef Methodology are applicable or when electricity
generation gives profit (loss) at cogeneration paulant, it is used when reallocating the costsveen heat
and electricity generation in accordance with thecpdure set out in the Methodology for Segregatiegt
and Electricity Costs of Cogeneration Power Plahkge variable component of heat price may be agljust
based on changes in fuel structure, changes iratiperefficiency tasks determined by the Commission
accordance with the Description of Comparative Asial approved by it and with reference to changes i
electricity or consumable water prices. Based om@gasion decision No O3-6 of 27 January 2012
“Regarding the change of the decision No O3-96 36l§ 2009 of National Control Commission for Psce
and Energy “Regarding Methodology for Setting Heates”, heat prices are recalculated every moiin w
reference to the valid components of heat pricages fuel prices and (or) varied prices of heatpased
from independent heat producers.

Since the new amendments of the law No XI-1608hainge and complement of chapters 2, 3, 20, 22, 28,
31, 32 of the Lithuanian Law on Heat Economy canie force on 29 September 2011, according to the 7
chapter “No expenditures, coherent to buildingsoard heating and hot water supply systems (inctudin
heating substation facilities) can be included eéathand hot water prices”. Since 1 November 20lLthese
expenditures are refunded from the Company’s profit

Hot water pricing methodology approved on 21 JW92by Commission Resolution No.O3-106 (Valst/b
Zinios, 2009, Nr. 93-4012) regulates the princigiefot water price components, pricing requireraetd
price estimating order.

The recalls of members of Company’'s managementeBodntil the end of their terms, initiated by the
Company’s main shareholder may have an influenabeudecisions of Company’s management bodies.

Key exposures to financial risks and uncertaintiethe Group and the Company are disclosed in Naes
and 24 of the Consolidated and the Company's ElaaStatements.

Social factorsThe activity of the Group and the Company is ini@oir to many residents and companies of
Kaunas district. The complaints received by theuprand the Company mostly relate to the amourtidbil
Heat consumers periodically, i.e. 3 — 4 times r\are invited to the meetings where the consatieal
issues related to the Company’s activity are diseds

Technical-technological factorhe most significant internal risk is caused bg heat supply systems and
their current condition. Heat supply systems maieth by the Group and the Company are reconstructed
using the most advanced technologies (polyuretifi@arg- isolated pipes, for which there is no need for
ferro-concrete channels, a simpler drainage syséem)equipment aiming to increase the efficiencithoke
systems.

The local standards and legal acts coordinated tvéHEuropean Union standards and legal acts ifigltke

of regulation of qualitative and technical dataopkration of heat supply systems oblige the Compgany
make significant investments into modernizationtttd Company's asset. The economic position of the
Group and the Company still condition insufficiémiestments into reconstruction of heat supply oeks,
renovation and rehabilitation of the equipment dedelopment of the Group and the Company.

Ecological factors.The Group and the Company follow the requiremeiitthe Kyoto Protocol, Helsinki
Commission (HELCOM) and the Helsinki Convention émvironmental limitations, Directive 2001/80/EC
of the European Parliament and of the Council,ypatit emissions overrunning permissible LAND 43200
normative for the use of natural resources, foretiméssions of combustion products and of certallufamts
emitted into the air. The main sources of pollutibarning of organic fossil fuel in the Company’sal
production sources producing heat and waste watat in industrial processes.

The main pollution sources are: pollution of theasphere — organic fuel burning, and water poliutibhe
Group and the Company pay taxes for the atmospdratewater pollution every year. According to the
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Lithuanian Republic laws fines are paid if the aidle norms of permitted pollutions and yearly tsrhiave

been exceeded. The main measures adopted by thg @nal the Company for the reduction of emissions
are as follows: reduction of the heat transmissiosses through the installation of pipes with the
polyurethane-foam insulation, implementation of neghnological equipment and improvement of the
existing ones, use of more environmentally frienitigl and constant monitoring of pollution leveis the

2011 balance of fuel, natural gas dominates — 90,70eat — 4.50%, biogas — 1.92%, wood residues
(sawdust, cutting) — 2.88%.

Repayment of bank loanSetailed information is presented in the AB Kauimergija Consolidated and the
Parent Company's Financial Statements for the €4rl, Note 11. The Group and the Company repay
loans to banks in due time.

7. Analysis of financial and non-financial performance results of the group of companies, information
related to environmental and personnel issues

It was planned in 2011 sales revenue and saledityuahheat will be a similar level as in 2010. 2011
sales revenue compared with 2010 increased 1%.chaisge was mainly caused by higher price of heat,
which in December 2011 was 19.29% higher than ineD#wer 2010. Heat sales volume in 2011 was 10%
lower, and the average annual temperature was {9 °C). During the 2011 heating season theamee
outdoor temperature was 0.25 °C, and in 2010, 3 (Q2).

The comparison of financial ratios for 2011 witle ttmes for 2009 and 2010 is presented in Tabldovbe

Table 2
Company  Group Company Group Companys Group
No. Financial ratios 2009 m. 2009m. 2010m. 2010m. 2011m. 2011m.
Net profitability, % (net profit /sales
1 and services)*100 25 2.3 12 14 4.4 4.4
2 Return on tangible assets, % (
profit/average value of tangible 2.9 2.7 1.2 1.3 4.1 4.1
assets)*100
Debt ratio (liabilities /assets) 0.32 0.33 0.37 70.3 0.34 0.34
Debw-_to—equny ratio (liabilities / 0.5 05 0.6 0.6 05 05
equity)
5  Generalliquidity ratio (short-term g 1.04 0.93 0.93 0.97 0.96
assets /short-term liabilities)
g COEELILDNES BT SEEE £ 0.73 0.74 0.74 0.75 0.74 0.75
services/ assets)
7 EBITDA (earnings before interest,
taxes, depreciation and amortizati 28,909 28,790 25,974 26,577 33,009 33,246
LTL thousand
8 Gross profit margin (gross profit/sa 38 3.7 23 24 24 24
and services)*100 ‘ ’ ’ ’ ' ’
Return on equity (ROE) % (n
9 profit/average equity)*100 3.7 35 14 1.6 5.0 5.1
Return on assets (ROA) % (net prc
10 average assets)*100 2.2 21 0.9 11 3.3 3.3
Quick ratio((shorterm asse-
L inventory)/short-term liabilities) 0y DEy D 0 OEn Gl
1o  Cashratio (cash in hand and atbank/ ) ,, 0.04 0.04 0.04 0.08 0.08
short-term liabilities)
13 Net earnings per share (r
profit/average weighted number o 0.24 0.22 0.09 0.10 0.31 0.32
shares in issue)
14  Net profit, LTL thousand 6,928 6,404 3,737 4,167 13,442 13,540
15 Assets, LTL thousand 384,012 379,746 410,541 406,762 416,069 412,255
68

AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania



COMPANY'S CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2 011
(all amounts are in LTL thousand unless otherwiategt

17  Equity per share, LTL 6.09 6.0 6.1 6.0 6.4 6.3
18  Revenue from sales, LTL thousand 279,548 280,411 305,441 306,856 308,622 309,345
18.1 Heat energy 277,063 277,001 302,602 302,546 302,893 302,842
18.2 Electric energy 393 393 349 349 568 568
18.3 Supervision of indoor heating and |

water supply systems, heating 1,450 2,365 566 2,037 515 1,289

substation facilities
Income from emission permits and

18.4 : 535 535 439 439 866 866
maintenance of collectors
Income fromhot waterwith cold

18.5 water price - - 1,485 1,485 3,725 3,725
Income from Emission Allowances

18.6 trading 117 117

18.7 Income from maintenance of hot 55 55
water meters

19 P/E ratio (the last share market prit
of the year /(net profit/number of 10.18 11.01 23.68 21.24 3.84 3.82
shares at year-end)

20  Share capital, LTL thousand 255,710 255,710 256,392 256,392 256,392 256,392

21  Share capital-to-assets ratio 0.67 0.67 0.62 0.63 0.62 0.62

22 Return on equity (capital) (net prof 27 o5 15 16 5 59

capital and reserves)*100

The comparison of the Company's financial resuwts2011 (sales revenue, operating profit, net prefith
those for 2007 - 2010 is given in Charts 4 and 5.

Chart 4
The Group’s revenue and net profit in 2007 — 2011
5 306,856 309,345
325.000 280111
275.000
225000 203,974
169,528
175.000
125.000
75.000
2 -8.520 42 8.069 4,167 13,540
25000 | 9,666 -5-2<U 2,832 -4,2341(,557 6,404 0,.U05 4,167 8412
-25.000 2007 m. 2008 m. 2009 m. 2010 m. 2011 m.
mmm Group‘s net profit mmm Group‘s operating profit
—— Group‘s sales revenue
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Chart 5
The Company’s revenue and net profit in 2007-2011
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A more detailed analysis of the Group's and the gamy’s financial results is presented in the Notethe
Financial Statements for 2011.

The comparison of non-financial indicators for 204ith the ones for 2009 - 2010 is presented in &&bl
below.

Table 3
Non-financial Company  Group Company Group Company Group
No. indicators Measure units 2009 m. 2009 m. 2010 m. 2010m. 2011 m. 2011m.
1. Energy produced thousand MWh
and purchased:
from which 1,601.8 1,601.8 1,698.0 1,698.0 1,521.8 1,521.8
supplied to the
network
1.1. Heat energy thousand MWhy 57 7 15787 16967 16967 15198 1,519.8
1.2. Electric energy thousand MWh 1.3 1.3 1.3 1.3 2.0 2.0
2. Energy sold thousand MWh 3 5557 12555 13832 13829 12339 12337
2.1. Heat energy thousand MWh1,254.4 1,254.,2 1,381.9 1,381.6 1,231.9 1,231.7
2.2. Electric energy thousand MWh 1.3 1.3 1.3 1.3 2.0 2.0
3. Heat supply m
networks 3,599 3,599 6,030 6,030 8,990 8,990
reconstructed
4. Heat supply m
networks newly 340 340 2,470 2,470 3,170 3,170
constructed
5 Maintenance of
indoor heating an
2
el T S Py m 249,823 896,276 235,796 870,780 198,786 398,520
systems (area
maintained)
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Chart 6
Heat supply to network (thousand MWh) and comparate loss (%)
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Environmental impact on operatiomhe Company’'s performance can be affected by ggmrnn sales
turnovers caused by changed heat demand, whichecaased by consumers’ investments into renovafion
buildings, heat saving and rational consumptiorgrage higher of lower outdoor temperature durirgy th
heating season, changes in fuel prices, heat paggtréce from independent producers.

The change in the prices of heat supplied by thag2my during 2007 to 2011 is presented in Chart 7.

Chart 7
Price of the heat supplied by Company, ct/kWh
30 A
25 A— Ay
20 7— e e e
-
15 28.01
/ 2429 B 2348 B —
18.84
10 / 1467 B — — [ ——
5 L L L L
2007.12 2008.12 2009.12 2010.12 2011.12
Heat price, ct/kWh
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Elements of the of heat price structure during 26@D11 are presented in Chart 8.

Chart 8

Elements of heat price structure, ct/kWh
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The average price of heat purchased by the Comipa@11 compared to 2010 increased by 2.32 ct/kWh
(17.7%) and amounted to 15.43 ct/kWh.

Environmental issuesvhen performing their activities the Group and @@npany seek not to waste natural
resources, implement more environmentally friengighnologies, follow the requirements of legislatio
regulating environment protection issues, and appdventive measures that help mitigate negatiyEaoh
on environment.

Waste managementhe Group and the Company have implemented theepses relating to internally-
generated waste collection, sorting and transferaste management entities, i.e. companies that waste
management licenses. During 2011, the Group an€dmepany transferred for recycling 105.244 tones of
mixed household waste, 0.166 tones of mercury laf@00 tones of electric and electronic equipment
waste, 498.99 tons of scrap and 0.78 tones of tiresd

Waste water managemetite Group and the Company continuously monitortidrewaste water quantities
from stationary pollution sources are in complianvagh the established allowable limits as set aut i
pollution integrated prevention and control peritsaccordance with the Schedule agreed with Kauna
Regional Environment Protection Department.

Atmosphere pollutianthe Group's and the Company‘s stationary air ygsmh sources measurement
laboratory acting under the permit issued by theifenment Protection Agency, continuously monitors
whether release of pollutants to atmosphere fratiostary pollution sources are in compliance wtib t
established allowable limits as set out in pollatiotegrated prevention and control permits. Bibfise
burned at EZ¢lis, Girionys and Noreikids boiler-houses thus reducing the atmosphere miluTable 4
below contains the comparison of quantities of yialits released to atmosphere from the Company's
stationary air pollution sources during 2011, vid@09 — 2010.

72
AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania



COMPANY'S CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2 011
(all amounts are in LTL thousand unless otherwiategt

Table 4
Solid parti- . .
Type of pollutant culate NUREEEETT Celioy MR Blen YRRl Other
oxides monoxide  dioxide carbon pentoxide
matters
Emitted in 2011, t 7.2641 57.0909 125.3107 6.1983 .05%6 0.0000 0.4397
Emitted in 2010, t 8.4833 65.8444  146.8925  7.3386 2.6571 0.0000 0.4397
Emitted in 2009, t 9.7000 72.7000 179.8000 8.9000 .40 0.0000 0.4000

The cyclones were installed in EZé and Girionys boiler-houses in order to remowéidsparticulate
matters from fume, and the efficiency of their @tiem is checked every year. The Company partiegpat
greenhouse gas emission trading scheme, which grass®s Petrasgiai Power Station, Pergaboiler-
house, Silkas boiler-house, Garliava boiler-housereikiskes boiler-house together with cogeneration
power plant, branch office ,Jurbarko Silumos tirikla

Personnel issuesnanagement pays special attention to the impromewfework efficiency and service of
consumers. The levels of professional qualificabdrmanagement members and specialists correspond t
their current duties. The length of service of otemployees and practical knowledge of subject enatt
enable them to retain their current positions. Timaover of employees is not a significant problam
the Group and the Company, however, a certain fezeglialified specialists can be identified.

8. References to and additional explanations of datpresented in the annual financial statements, and
key features of internal control and risk managemen systems relating to the preparation of the
consolidated financial statements

All main financial data has been presented in ith@nicial statements and notes for the year 2011.

Internal control over consolidated financial statembs. When preparing its consolidated financial
statements, the Company combines the financiamits of the Company and its subsidiary line-bg;li

by summing up the items of assets, liabilities,igguevenue and expenses. Afterwards, it elimisiatbe
book value of the Company's investment into thesglibry and the Company's share of equity in the
subsidiary; balance sheet balances, transactioosime and expenses inside the group. For this parpo
prepares a reconciled report of all transactiomsorne and expenses for the period; difference in
depreciation of contribution in kind measured atksavalue as compared to its book value.

For the purpose of preparing the consolidated firsrstatements of the group, the financial statgmef
the Company and the subsidiary are prepared asidion the same date.

The Company's and the subsidiary‘s accounting paacchecked to determine whether it is the samerwh
accounting for similar transactions.

The subsidiary's income and expenses are includtedtihe consolidated financial statements as ofitte
of acquisition.

9. Significant events after the end of the financlagyear

On 2 January 2012 the session of Company’s SupeyviBoard took place in which members of
Company’s Managing Board Rimantas Bakas, ®Ream Gatautis, Andrius Stank&wis, Mindaugas Simkus
were recalled and as the new members Giedrius Bergmys, Jonas Koryzna, Vytautas Mikaila, Vidas
Rybelis were elected. An audit committee was redabiefore the end of term in this session and éve n
members of audit committee StdR®oZukier, Inga Dragniere, Valerija Stanknieré were elected.

It was decided on the 27 January 2012 session ofalylag Board of AB Kauno energija to assign an
administration of AB Kauno energija to renew thgaotéations with AB Lietuvos energija regarding tiaw
joint venture establishment project implementing &m present to the Managing Board the decisions
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projects, concerned with joint venture establishimerd development of project of bio-fuel cogenerati
power plant construction at the site of Kaunasd&amai power plant.

On 27 February 2012 g¢stutis Buinewius elected as the member of Company’s Managingdbw the
decision of Company’s Supervisory Board, insteaditd Zalagnait, resigned member of the Managing
Board.

The negotiations group formed by AB Kauno energgeorming the Kaunas municipality protocol deamsio
No TP-18 of 8 December 2011 performed negotiativitis UAB Kauno termofikacijos elektrinregarding
the modification and fulfilling of Investment agreent of 31 March 2003. The negotiations group dtate
that no compromise regarding the Investment agreemedification edition is reached between the side
and that AB Kauno energija has intentions to car@ginegotiations initiating the extension of theijeative.

It is intended to apply to the Managing Board of KBuno energija regarding the investiture of addi
authorizations for further negotiations. AB Kaurmeerija expects to reach an agreement expedietuofir
sides and for Kaunas city. The main negotiatiorsd gb AB Kauno energija is to reduce the heat pfare
consumers, also to ensure collaboration with UABRika termofikacijos elektrin form one side and to
create conditions for competition between the pecedsiform other side.

On 31 March 2012 the audit for the year 2011 waspteted. It was performed by auditor UAB Deloitte
Lietuva (auditor's certificate No. 001275). Auditédancial statements and independent auditor'srtep
concerning year 2011 accompany the Company's anepaitt.

10. Plans and forecasts of the activities of the gup of companies

Investments create a strong potential for the Bwsiabusiness development and profitability. The af the
Group’s and the Company’s investment program feryiar 2012 is to further develop the Company‘s hea
production, transmission and distribution througtrease of use of bio-fuel for heat production} lse@ply
reliability, expansion of maintenance servicesrgjieeering systems and improvement of servicestgual

The major part of investments in 2012 is plannedtie equipment of bio-fuel cogeneration power fdan
Inkaras and Noreiki$s boiler-houses and for reconstruction of biomassdd boiler in Petra&nai power
plant, for reconstruction and repair of heat supmpyworks. In 2011 the Company signed agreements on
financial support from structural funds, and thdlofeing projects will be implemented during 2012:
(i)*Modernization of Kaunas city integrated netwddginava main (1T)”". The project value amounts T&. L
3.432 million, the EU’s financial support contratter LTL 1.560 million; (ii) “Modernization of Praore

main (1Z)”. The project value amounts to LTL 4.888lion, the EU’s financial support contracted 16FL

2.00 million;

In addition, the implementation of investment plam2012 will involve: further modernization of tei-
houses owned by the Company, making the produghmtess automated and mounting condensing
economizers; reconstruction of heat networks; egtent of heat meters; repairs of underground ctolle
and other important works. The implementation asth measures will allow to reduce heat production,
transmission and selling losses and to perfornmopdition of heat supply to the consumers.

There is a prepared Investment plan and its fimgnagources of AB Kauno Energija in amount of
LTL 257.74 million for the period 2012-2015 implenting the National Renewable Energy Development
Strategy action plan provisions, key objectiveshef company and attitudes of National Energy Sisate
related with heat sources and heat supply netwedkrgy technical requirements, which guarantee the
quality of heat supply to consumers. Kaunas citynigzipal council approved the projects “Installatioh
bio-fuel cogeneration power plants in NoreikiSkand Inkaras boiler houses®, “Biomass burningdvodlith

up to 44 MW heat with 16 MW power steam turbinej@rtion and reconstruction in Petfasai Power
Plant” and intended them in mentioned investmeah ph amount LTL 168.72 million. The projects of
modernization and automation of heat productiorreas) reconstruction of main and quarter heat suppl
networks, connection of new consumers, renew obwatiing and information systems, also installatdn
remote systems of heat and hot water accountingceleveadings collection are involved in this plan.
Starting from 1 May 2010 the Company is a hot watgiplier, therefore the investment funds in amadnt
approximately LTL 2 million are planned to assigor the projects of hot water meters equipment.
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Following the heat pricing methods intended invesita accorded to the kind of activity divides dfofes:
70.82% are planned to invest in production, 26.48&dransmission and 2.70% - in sales.

However, it is important to note that the largeaflof investment funds targeting acquisition thethesang
bio-fuels sources, could lead to ambiguous redekpecially if investments are financed with boredw
funds) because there is a real possibility in turcreases in demand for bio-fuel and rising price
Otherwise an unstable geopolitical situation mayseafossil fuel prices growth scenarios. It is clbat the
increasingly expensive fossil fuels will increake heat production costs (currently in the futureskets
prices increase of crude oil and natural gas iemesl), and at the same time increase the price for
purchased heat. In order to maintain an optimadrizad in planning and implementing investment pisjec
the Group pays a great attention to political ardket trend forecasting and analysis.

It is planned that the Group's sales revenue irR2@impared to 2011 will be higher and a quantithexit
sold to consumers in 2012 will remain in the simi&vel. The Group's revenue and expenses will betiyn
affected by changes in fuel price and heat purcpese, since the heat price is recalculated ewawpth as
prescribed by relevant regulatory legislation. Breup's profit is expected to remain in the samvell@s in
2011. However, such forecasts may be affected lapgds in heat demand, i.e. consumption level, which
depends mostly on the average outdoor temperadlge,the scope of investments by consumers into the
renovation of the blocks of flats, heat saving aiibnal consumption, as well as the changes ofi@oic
situation in Lithuania.

11. Information on research and development activieés of the group of companies

In 2007, the Lithuanian Energy Institute accommishts research projedihe Strategy of AB Kauno
Energija for the Development of Heat Supply Systering the Period from 2007 to 2028ccording to this
strategy the Company implements mains pipelinengihg projects partly financed by the funds of
European Union structural funds, optimises diansedéipipelines, connects new consumers to the algntr
supplied heat network and modernizes heat produsbarces.

In 2010, the Lithuanian Energy Institute accompmislits research projedthe Renewed Strategy of AB
Kauno Energija for the Development of Heat Suppistedn during the Period from 2007 to 2020 this
strategy the necessity of wider bio-fuel use in @any’s heat production sources is emphasized. 14,26
accordance with this strategy the new projectsesfailation of bio-fuel burned equipment in Company
heat production sources were prepared and presémti€édunas municipality and to The National Control
Commission for Prices and Energy. In accordancé wWiese projects the applications regarding partial
financing were prepared and presented to the LitlanaBusiness Support Agency in 2011

In 2010, Kaunas University of Technology has prepatPetraZinai Power Plant Business Plan”. In
accordance with this plan a biomass burned boilgr up to 44 MW heat and with 16 MW power steam
turbine is planned to equip. By burning wood it Webnot be necessary to use a Greenhouse Gas Emissio
Allowances and only this amounts approximately Td. L1 million per year. The power of electric gertera
would be used and a big amount of “green” energyldvbe produced and it would create an assumptions
for heat prices reducing.

On 21 July, 2011 the Company signed four agreemeiitis Lithuanian Business Support Agency
(hereinafter - LBSA) and Ministry of Economy of tRepublic of Lithuania regarding projects financargl
administration. The support allowed is LTL 5.8 moMi. This financial support will be used for
modernization of Kaunas integrated network Dainanaan (1T), modernization of Aukstieji S&ai main
(22), reconstruction of Viljampeélheat network (9K) from Inkaras boiler-house tcaiilai area and for
modernization of Pramenarea main (12). All these four projects will bepiemented in the years 2012 —
2013.

Seeking to evaluate the possibilities of use odirsehergy and heat pumps in the Company’s cerdrhlieat
supply system, the Company started to implememnaoghstration project of use of solar energy for imgk
hot water. For this purpose the Company purchasddrestalled 2 sets of solar collectors 12 elemeats,

the accumulated solar energy of which will is ukgdmaking hot water in one of the Company’s buntg.
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In November 2011, the Company presented three agtigins regarding the financial support of European
Union structural funds in accordance with the meashe use of renewable energy sources for energy
production” of 3-rd priority “Environment and Sustable Development” of “Cohesion Promotion Action
Programme”. The support would be used for impleingntollowing projects: “Construction of bio-fuel
burned termofication power plant in Inkaras bolerse”. The sum of funds asked is LTL 6.0 million;
“Construction of bio-fuel burned termofication pawsant in NoreikiSks boiler-house”. The sum of funds
asked is LTL 5.7 million; “Reconstruction of Peifatai power plant by installing bio-fuel burned
cogeneration power plant”. The sum of funds askddriL 6.0 million;

In 2011, two applications were presented to thbuahian Environmental Investment Fund regarding the
partial financing of projects “Reconstruction of feikiSkés boiler-house by installing a bio-fuel burned
4 MW water heating boiler”. The sum of funds asked.TL 2.5 million and “Reconstruction of E#dis
boiler-house by installing a bio-fuel burned 3.5 MWater heating boiler”. The sum of funds asked is
LTL 2.2 million.

In 2011, UAB Civitta and UAB Sawvin accomplishedresearch study, the objective of which was
evaluation of economical and technical effectivenes Company’s investments in heat production and
transmission, also the presentation of businessilgbges and guidelines until the year 2020. dosons

on AB Kauno energija investments in heat econonmnduhe period of 2009 - 2010 are presented ig thi
document and economical and technical evaluaticdhede investments is accomplished. With referémce
analysis of the investments accomplished and totréveds of centralized heat supply market a busines
development possibilities and guidelines untilybar 2020 are presented as well.

In accordance to the Company’s technical assignrttemtCompany’s management, administration and
activity evaluation (audit) has been accomplisietias been accomplished by MSrganizaciy vertinimo
centras. The main and most important conclusionwelk as possible process of suggested changes are
presented in audit report.

12. Information on own shares acquired and held byhe Issuer

Neither the Company, nor its subsidiary had acguihe Company’s own shares. Neither the Company nor
its subsidiary purchased or sold own shares duhegeporting period.

13. Information on financial risk management aims,hedging instruments in use that are subject to
hedging accounting, and the scope of exposure ofetlgroup of companies to price risk, credit risk,
liquidity risk and cash flow risk, provided the group of companies uses financial instruments and isi
important for the assessment of assets, equity, Lidities, financial position and performance resuls of

the group of companies

All relevant information on this issue is presentedNotes 2.11, 23, 24 to the financial stateméatghe
year 2011.

14. Information on the Issuer‘s branch office and sbsidiary undertakings

By the decision of the Company's Board, the Comjmamyanch office Jurbarko Silumos Tinklai was
established and registered on 9 September 199ddness: V. Kudirkos str. 11, 4430 Jurbarkas. Heat
produced in the branch of the Company is soldécctinsumers in Jurbarkas city.

At the end of 2011, the Company's branch officéoadtko Silumos Tinklai had 35 employees.

On 1 July 2006, the Company’s subsidiary underakid\B Pastat PrieZiiros Paslaugos was registered at
address: Savanariave. 347, 49423 Kaunas - 43, company code 300380&6 authorized share capital
amounts to LTL 6,518,000 and it is divided into ) ordinary registered shares of LTL 100 par value
each. Company owns 65,180 ordinary registered sldrd AB Pastat Prieziiros Paslaugos.

The Company's subsidiary UAB Pastdrieziiros Paslaugos has no shareholdings directly ordoity
managed in other companies.
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The subsidiary UAB PastatPrieziiros Paslaugos is engaged in the following actwitimaintenance of
indoor heating and (or) hot water supply systent facilities of heating substations, repairs ofldings
and constructions, repairs of heating substatioisadher heating facilities, provision of transpsetvices,
rent of premises.

The subsidiary’s loss of the reporting cycle of 2@¢as LTL 217 thousand. Cumulative loss from earlie
years was LTL 960 thousand. In total unappropris&ied is amounted to LTL 1,177 thousand. As thedaw
change and addition of the Law on heat economyglesti2, 3, 20, 22, 28, and 31 the main point & b
separate the maintenance of indoors heating anavaisr systems from heat production and transnmssio
came into force, AB Kauno energija discusses théemaf UAB Pastaf prieZiairos paslaugos activities
separation.

As at 31 December 2011, the Company's subsidiadydBaemployees.
15. Structure of authorized share capital

As of 31 December 2011 the registered authorizgitalas LTL 256,391,862 (Two hundred and fifty six
million three hundred and ninety one thousand digimidred sixty-two).

The Issuer’s share capital structure by type ofeshis presented in Table 5.

Table 5
. " Ownership interest
Number of Par value, Total nominal Ownership interest e
Type of shares shares, units LTL value, LTL of municipalities,% of individual
! ! P ! shareholders,%
Ordinary registered 43 731 977 6 256,391,862 98.33 1.67
shares
Total: 42,731,977 6 256,391,862 98.33 1.67

16. Data on shares issued by the Issuer
As of 26 March 2010 the registered authorized eap#t LTL 256,391,862 (Two hundred and fifty six
million three hundred and ninety one thousand efgirdred sixty-two) and is divided into 42,731,977

(forty-two million seven hundred thirty one thoudamine hundred and seventy seven) ordinary register
shares of LTL 6 nominal value.

No restrictions exist in respect of transfer ofuséies.

16.1. The maircharacteristics of shardssued for public traded securities (31 Decembelrl20

Securities registration NO. A01031430
VP ISIN code LT0000123010
Number of shares 20,031,977 ordinary registeradesh
Nominal value LTL 6
Total nominal value of shares LTL 120,191,862
16.2. The maircharacteristics of sharedistributedand registered for circulation privately (31 December
2011).
VP ISIN code LT0000128407
Number of shares 22,700,000 PVA
Nominal value LTL 6
Total nominal value of shares LTL 136,200,000
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Trading history of the Company’s securities is prasd in Table 6.

Table 6
Trading history data 2007 2008 2009 2010 2011
Open (litas/euro) 4.58/1.327  3.50/1.014 2.00/0.579 2.45/0.710  2.072/0.600
Highest (litas/euro) 4.95/1.434 3.80/1.101 2.6938.7 3.18/0.921 2.659/0.770
Lowest (litas/euro) 3.10/0.898  1.70/0.492 1.41/0.408 1.903/0.551 1.105/0.320
Last (litas/euro) 3.50/1.014 2.00/0.579 2.40/0.695 2.072/0.600 1.209/0.350
Traded , units 138,163 82,775 92,418 77,729 90,239
Turnover million (litas/euro) 0.55/0.16 0.26/0.08 .19/0.05 0.2/0.06 0.18/0.05
Capitalization million (litas/euro) 66.39/19.23 37.94/10.90 102.28/29.62 41.5/12.02 24.21/7.01
Historical data on share prices and turnovers d2B07 to 2011 is illustrated in Chart 9.
Chart 9
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Comparison of AB Kauno Energija share price with XMilnius index in the sector

Chart 10
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17. Information on the Issuer‘s shareholders

As of 31 December 2011, the total number of shddehn® of AB Kauno Energija was 372

The Issuer’s shareholders, whose ownership intaseat 31 December 2011 exceeded 5% of the Conrgany’
authorized share capital (42,731,977 ordinary temed shares) registered on 26 March 2010, aelist
Table 7 with additional data illustrated in Chatt 1

Table 7
The share of votes
Number of ordinary Share of votes owned by
Full name of shareholder registered shares attributed to the  shareholders and
(company name, type, owned by the Ownership shares jointly acting
registered address, code) shareholder, units interest,% owned,% persons,%
Kaunas city municipality
Laiswes Ave. 96, 44251 39,665,892 92.82 92.82 :
Kaunas
Company code 111106319
Other minority shareholders 3,066,085 7.18 7.18 -
Total 42,731,977 100 100 -
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Chart 11

Shareholders strukture as at 31 December 2011

1.75%

92.82%

XK aunas city municipality mKaunas district municipality
(Thrbarkas district mnicipality: mOther sharehol ders
17.1. The shareholders, whose ownership interest @& December 2011 exceeded 5% of the Company’s

shares (20,031,977 ordinary registered sharesgdsgur public trading (registration No. A0103143(P
ISIN code — LT0000123010), are listed in Table 8.

Table 8
Total Portltg/n of shares o
Name Type of Number of nominal peEc(;)n?asgi of ship
shares shares, units value of shares issued for interest
shares, LTL . ) (%)
public trading
Kaunas city municipality Ordinary
Laisves 96, 3000 Kaunas registered 16,965.892 101,795,352 84.69 39.70
Company code 111106319 shares
Kaunas district municipality Ordinary
Savanon Ave. 371, 49500 . 1,606,168 9,637,008 8.02 3.76
registered
Kaunas shares
Company code 111100622
Ordinary
Other minority shareholders registered 1,459,917 8,759,502 7.29 3.42
shares
Ordinary
TOTAL registered 20,031,977 120,191,862 100 46.88
shares

17.2. The shareholders, whose ownership intereat 8% December 2011 exceeded 5% of the Company’s
shares (22,700,000 ordinary registered shares)edssior non-public trading (VP ISIN code -
LT0000128407), are listed in Table 9.
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Table 9
Portion of
. shares (%) asa Owner-
Total nominal .
Type of Number of percentage of ship
Name . value of shares, . .
shares shares, units shares issued interest
LTL ;
for public (%)
trading
Kaunas city municipalit Ordinary
Laiswves Ave. 96, 44251 Kauna: registered 22,700,000 136,200,000 100 53.12
Company code 111106319 shares

None of the Issuer’s shareholders have any spegigfol rights. Rights of all shareholders are éqaiad
they are defined in Article 4 of the Lithuanian Law Companies. The number of shares, which graesvo
during the general meeting of shareholders of th@any, is 42,731,977.

The Company is not aware of any restrictions oringotights or any other arrangements among the
shareholders that could result in restriction ahsfer of securities and (or) voting rights.

In the year 2010 the dividends from 2009 year preéire allocated and paid for the issuer's shadshel
Earnings per share (dividend rate) — LTL 0,084altdividends — LTL 3,589,486 (three million fiverured
eighty nine thousand four hundred and eighty $as)i

In 2011 the dividends for the issuer’s shareholeee not allocated and paid. The profit of thery2@10
was allocated to legal reserve, investments reserddor support needs.

In 2011, the dividends were not committed and raid ffor the Issuer’s shareholders. The profit & year
2010 was committed to investments, sponsoring antpalsory reserves.

18. Employees

As of 31 December 2011, the Group had 628 employHss change in the number of employees during
2009 - 2011 is illustrated in Table 10.

Table 10
The actual number of  Company Group Company Group Company Group
employees 31122009 31122009 31122010 31122010 31122011 31122011
Total: 531 601 582 647 583 628
Including: managers 4 6 4 6 4 6
specialists 275 301 300 323 310 325
workers 252 294 278 318 269 297

In 2009, new management structures were approvenfdementation at the Company and its subsidiary.
For the optimization and improvement of efficierafythe Group’s operations, restructuring processa®
started at the Group companies in the middle of9200pon the implementation of management
restructuring process, some functions were discafdenstruction, heavy transport), whereas someroth
functions were combined. All this had impact onrgpain the number of employees in 2009 as compared
2008. In order to rationalize the work of the dépents, in 2010 the Company's Board's decision was
revised the Company's management structure appriov@009. New divisions which will carry the hot
water meter installation and maintenance in thigcétire are foreseen.

The level of education of the Group's and the Camyfsaemployees as at the end of the period
Table 11
Company Group Company Group Company Group

N SelsEien l2ve 31122009 31122009 31122010 31122010 31122011 31 12 2011
1 Secondary (unfinished) 13 15 10 12 9 11
2 Secondary 207 248 229 264 219 245
3 Post-secondary 86 92 93 97 92 98
4 Higher 225 246 250 269 263 274
Total: 531 601 582 642 583 628
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Average relative number of employees and averagehhyosalary (including taxes at the end of 2011)

Table 12
No. Employees Company Group
1.1.  Average relative number of managers 4 6
1.2.  Average monthly salary of managers 7,518.0 8% B
2.1. Average relative number of specialists 288.4 305
2.2. Average monthly salary of specialists 2,726.8 2,687.3
3.1.  Average relative number of workers 260 291.4
3.2. Average monthly salary of workers 1,950.2 8,00

The salaries of the Issuer's employees consistwariable part, variable part, extra pays and bespaid in
accordance with the provisions of the Lithuaniabdwr Code and other laws. Bonuses are paid from net
profit, provided the general shareholders meetiegjdis to allot a part of profit for the paymentohuses

to the Company's employees. Until 2012 the gerglrateholders meeting has not allotted any partadftp

for the payment of bonuses to the Issuer's empkyee

Special rights and duties of employees of the fssutheir part are set forth in collective emplognt
agreement

Based on the collective employment agreement cilyrefiective in the Company:
1. For continuous record of service in the Compamployees are granted with additional paid vacation

1.1. for 5 years of service - 1 calendar day;
1.2. for 6 to 10 years of service - 2 calendar days;
1.3. for over 10 years of service - 3 calendar days;
1.4. for each subsequent 5 years of service - 1 datethay;

1.5. Record of service is treated as continuous (in kvbese additional paid vacation days are granted at

the Company), provided the employees used to workhe Lithuanian energy system companies
and were transferred to work for the Company onlthgis of mutual agreement of employers, i.e.
when transfer was carried out in accordance with ltithuanian Labour Code and the Lithuanian
Law on Employment Agreement in effect.

2. The unpaid vacation can be given to the Compaeyhployees upon an agreement with Employer

because of family circumstances and other imporeagons.
3. The Company'‘s employees have a right to recsilditional paid vacation days in the following case

3.1.establishment of family relations (marriage) 3 calendar days;

3.2.death of a close person (one of the parents orobrihe spouse’s parents, spouse, brother, sister,
daughter, son or lawful foster-child) - 3 calandays;

3.3. childbirth by wife - 1 calendar day;

3.4. marriage of the employee‘s daughter, son or lavaisder-child - 3 calendar days.

4. Employer's obligations:

. to ensure conditions for preventive medical exationaof employees and, if necessary, for rehalitita
treatment, to provide free-of-charge services atalth centre of the Company;

. in case of death of employee, to pay allowance leguavo last month’s average monthly salarieshat t
Company or its branch office, to provide with frgleeharge transport or to cover transportation asps.
The allowance is to be paid to the person who wsgansible for the burial;

- in case of death of employee’s close person (fathether, husband or wife), to pay allowance edoal
one last month’s average monthly salary at the Gompr its branch office, to provide with free-of-
charge transport or to cover transportation expense

. in case of birth of one or more children, to papwance equal to 25% of last month’s average mgnthl
salary at the Company or its branch office for ectuld;

. in case of marriage, to pay allowance equal to 5% st month’s average monthly salary at the Camipa
or its branch office;

. for employees who raise three or more children urideyears of age, widowers (widows) or single
parents who raise one or more children under 18sy&faage (provided they attend secondary schaml) a
under 21 years of age (provided they are full-tistedents at post-secondary or higher education
institutions), and for employees who take care tbeofamily members with heavy or medium level of
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disability or work capacity lower than 55% and fgnmembers who reached retirement age and in respec
of whom high or average level of special needs @sablished in accordance with relative laws, ance
year to pay allowance equal to 50% of last mondéivarage monthly salary at the Company or its branch
office as at the date, on which the request foh sllowance was submitted;

. for employees who reached 50 and 60 years of atpecentinuous record of service at the Company more
than 20 years and good performance of duties, barsede order of top manager to award with monetary
gift equal to 50% of last month’s average salarthatCompany or its branch office;

. on the occasions of celebrating the Day of Enenggctalists in Lithuania or the Company‘s operation
anniversaries, the employees who are honoured amwthywto be praised receive a monetary gift of
LTL 500;

. in all other cases when material support is requiie case of damages incurred as a result of alatur
disasters or other reasons that are beyond theoge®gs control), to pay allowance up to LTL 2,0G&éd
on mutual agreement of authorized representatiVessigned the Collective Employment Agreement;

- in case of serious illness of employee or a heagydant, to pay allowance equal to up to 5 last thien
average monthly salaries at the Company or itsdraffice, based on mutual agreement of authorized
representatives who signed the Collective Employmgneement.

19. Procedure for amending the Issuer's Articles of Agsciation

Articles of Association of AB Kauno Energija proeidor that the general meeting of shareholdersef t
Company has an exceptional right to make amendntientie Company’s Articles of Association with
exceptions set forth in the Lithuanian Law on Comes. When making a decision in relation to amemtme
of Articles of Association, the majority of 2/3 abtes of all the shareholders participating in gehe
meeting of shareholders is required.

On 26 October 2010 Extraordinary General Meetin§ludreholders decided to change Company’s statute
evaluating the changes in legislation. On 11 Novem2®10 it was registered in Lithuanian Register of
Legal Persons. It available to the Company's welagitwww.kaunoenergija.lt.

20. Issuer‘s bodies

According to the Company’s Articles of Associatidhe Company’s managerial bodies are as follows:
General Meeting of Shareholders, collegiate superyibody — Supervisory Board, collegiate managjeria
body — Management Board and one-man managerial b&@Bneral Manager.

The decisions of the general meeting of shareh®ldeade in relation to issues that fall within the
competence of the general meeting of shareholdesetaforth in the Articles of Association, are dimg
upon the shareholders, Supervisory Board, ManageBward and General Manager, as well as upon other
employees of the Company.

Individuals, who at the end of the reporting dayhe general meeting of shareholders were the Coy'gpa
shareholders, have the right to participate anck \ait the General Meeting of Shareholders or at the
repeatedly held General Meeting of Shareholdepenson, with the exceptions set forth in relevants, or
their authorized persons, or persons with whomatipgement on transfer of voting right was signdie T
reporting day of the Company‘'s meeting is consideie be the fifth business day before the General
Meeting of Shareholders or the fifth business dafote the repeatedly held General Meeting of
Shareholders. The person participating at the gémeeeting of shareholders and having the righiote is
required to provide a document testifying his/ltemtity. The person, who is not the shareholdesidieethe
document testifying his/her identity is requiredpimvide the document confirming his/her right wevat

the general meeting of shareholders.

The collegiate supervisory body — the Supervisovg - is elected by the General Meeting of Shddehns

in compliance with the procedure set forth in th#hlwianian Law on Companies. The Supervisory Board
consists of 7 (seven) Supervisory Board membere. Stpervisory Board members are elected for the
period of 4 (four) years. The Supervisory Boardcelehe Chairman of the Supervisory Board from its
members. The General Meeting of Shareholders rasight to recall the entire Supervisory Board tsr i
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individual members prior to the expiry of theirrteof office. If the individual members of the Suyisory
Board are elected, they are elected only for tmeeati Supervisory Board’s term of office.

The Supervisory Board elects and recalls from thkities the members of the Management Board,
supervises the activity of the Management Boardthedseneral Manager, presents to the General iMgeti
of Shareholders various opinions and suggestiondshenCompany‘s activity strategy, annual financial
statements, profit (loss) distribution project ahé Company's annual report, also on the activitghe
Management Board and General Manager, providesestiggs to the Management Board and the General
Manager to recall their decisions which contradiith the laws and other legal acts, the Companyt&kes

of Association or decisions of the General MeetrigShareholders, decides on other issues relating t
supervision of activities of the Company and itsxagerial bodies that are attributed by the Geridesdting

of Shareholders to the competence of the SupeywBoard. The Supervisory Board has no right to gisie

or transfer its functions set forth in the LithummiLaw on Companies to other bodies of the Company.

The Supervisory Board approves the rules for thabéishment and operation of the audit committes a
elects the members of this committee. Based ond#wsion of the collegiate supervisory body (the
Supervisory Board) dated 31 March 2009, the rutmstie establishment and operation of the audit
committee of AB Kauno Energija were approved. Relig the decision of The Securities Commission of
the Republic of Lithuania No 1K-18 of 21 August 80®Regarding the requirement to audit committees”,

18 August 2011 after the end of term of office admibers of audit committee, the following members of
audit committee were appointed: StadRoZukier was appointed as the independent member of audit
committee, Inga Dragnieré — senior economist of the Company’s EconomicsRiadning unit and Valerija
Stankiniere —Company’s Deputy Chief Accountant.

On 29 December 2011 the new Supervisory Board weded by the decision of General Meeting of
Shareholders after recall of Company’s SupervisBoard. This Supervisory Board elected following
members of audit committee by the decision No 201#-the session which has been held on 2 January
2012:

Stag RoZukiert, Deputy General Manager of UAB Scaent Baltic Inwvesit, an independent member of
AB Kauno energija audit committee since 18 Augu8i® on 3 January 2012 was re-elected as an
independent member of audit committee. Educatiomiversity degree, economist undertaker. Workplaces
and positions over the last 10 years: 24-09-2001-89:2002 — the director of Economics department of
Kaunas municipality administration; 18-09-2002 —1362003 — UAB Station Market deputy director for
finances; 31-12-2003 — 17-10-2007 — Internal Audi#partment Manageress of Kaunas municipality
administration; 30-10-2007 — 02-07-2010 — UAB S@gerty General Manager.

Mrs. RoZukieg has no shares of the Company, nor any ownerstépest in other Lithuanian companies.

Inga Draginieré, senior economist of the Company’s Economics dadrihg unit of the Department of
Finances. Member of audit committee since 18 Aug04tl, on 3 January 2012 was re-elected as merhber o
audit committee. Education — university degree, iésuUniversity of Technology, master of management
sciences in the field of finances management (20&bykplaces and positions over the last 10 yeldystO-
1998—25-07-2006 — the senior accountant of AB Kaemergija; 26-07-2006 — 01-11-2009 — UAB Pastat
PrieZiaros Paslaugos deputy chief accountant; 02-11-200B8065-2010 — UAB PastaPriezZiiros Paslaugos
referent.

Mrs. Draginiere has no shares of the Company, nor any ownerstepest in other Lithuanian companies.

Valerija Stankniere, deputy chief accountant of the Company. Membexufit committee since 18 August
2011, on 3 January 2012 was re-elected as membaudif committee. Education — university degree,
Vilnius University, accountant — economist (1988jorkplaces and positions over the last 10 years: 02
2003—01-2010 — UAB ARISBALTIJA Chief accountant;-0995 — 07-2002 — AB Silkas chief accountant.
Mrs. Stankinieré has no shares of the Company, nor any ownerstapest in other Lithuanian companies.

The members of audit committee perform their atiwince 2 January 2012. Audit committee when
implementing its activity follows the rules of ABakino energija audit committee formation and agtivit
approved by Company’s Supervisory Board on 31 M&2009. Audit committee performs functions
indicated in 52 article of Lithuanian Audit law. dii committee had three sessions over the year.2011
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The Management Board is a collegiate manageriay loddhe Company, which consists of 7 Management
Board members. The Management Board is electetidoptipervisory Board for the term of 4 (four) years
The Supervisory Board has the right to recall thé&re Management Board or its individual membeiisrpr
to the expiry of its term of office. If the indivil members are elected, they are elected onlthéocurrent
Management Board’'s term of office. The ManagemeoarB elects the Chairman of the Board from its
members.

The Management Board elects and recalls the GeNenahger of the Company, determines his/her salary,
other employment terms and conditions, confirmghkisjob description, motivates or assigns persltie
meets other the decisions related with LR Law om@anies, the Company's statutes or the shareholders
meeting decisions, with the competence of the Board

The General Manager is the manager of the Comp@ihg. manager of the Company is a one-man
managerial body of the Company who organizes theg@oy’'s activity. The authority and responsibistie
of the Company's administration members are detethby the order of the General Manager.

21. Members of the collegiate bodies, the company’s mager, chief financier

(job position, full name, data on ownership intér@s the issuer's authorized share capital and the
beginning and end dates of the term of office efyeperson, information about cash amounts estichate
assets transferred and guarantees issued to theseps by the issuer during the reporting periodatal,
and average amounts per each member of the coléeg@y, manager of the company, and chief financie

21.1. Data about the members of the Company's Sujzery Board:

The Supervisory Board, elected by the decisiotnef@Gompany’s General meeting of shareholders treld o
29 April 2011, was recalled on 29 December 2011 tire term of office.

Full name Job position Beginning of the term  End of the term of
of office office
Mr. Rytis Satkauskas Supervisory Board chairman 29 April 2011 29 December 2011
Mrs. Ona Balzekieh Supervisory Board member 29 April 2011 29 December 2011
Mr. Stasys BuSkevius Supervisory Board memk 29 April 2011 29 December 20:
Ms. Orinta Leiput Supervisory Board memb 29 April 2011 29 December 20:
Mr. Kestutis Mikenas Supervisory Board deputy chairme 29 April 2011 29 December 2011
Mr. Visvaldas MatijoSaitis  Supervisory Board member 29 April 2011 29 December 2011
Mr. Artaras Orlauske Supervisory Board memk 29 April 2011 29 December 20:

Mr. Rytis Satkauskas, UAB Sabelijos prekyba, Divecdf Development Department.
Member of Kaunas City Municipality Council. Chairmaf Kaunas City Municipality
Council Committee of City Economy, member of Plizaion Commission.

Mr. Rytis Satkauskas has no shares of the Compengf 30 June, 2011 he is shareholder
of Ritéjus UAB (100% shares).

\

R

&3
-
\

Mrs. Ona BalZzekieh Member of Kaunas Region Development Counc

Member of Kaunas City Municipality Council, Membef the Committee of City
development, investment and tourism. Member of 8adrKaunas Free Economic Zon
Management Company, Deputy Chairman of the Libekédsement of the Republic o
Lithuania.
Mrs. BalZekieg has no shares of the Company, nor any ownersteépest in other
companies.

Mr. Stasys Busketius. Member of Kaunas City Municipality Council, &hman of Kaunas

City Municipality Council Committee of Titles aideas, Member of Budget and Finance

Committee, Member of Control Committee, Member otiAcorruption Committee, Member

of Vote Counting Committee, Member of Ethics Contedt Member of Kaunas Lithuanian

Self-defense Association Board.

Y N i . .
Mr. BusSkevtius has no shares of the Company, nor any ownerstigrest in other
companies.
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Ms Orinta Leipu¢. Assistant-secretary of the Lithuanian Parliamenis. B. \esait,
Assistant at the Lithuanian Academy of Physical dation, Member of Kaunas City
Municipality Council. Deputy Chairman of Kaunas YCMunicipality Council Budget
and Finance Committee, Chairman of Kaunas City iMpality Council Privatisation
Commission. Member of the Lithuanian Society ofuig Researchers, Lithuania
Union of Social Democratic Party - Member of theu@cil and Presidium, Chairman i
Kaunas division, Deputy Chairman of Lithuanian Uniaf Social Democratic Women
Member of Kaunas Club of Women Politicians MILDAiflative by women to improve
democracy in Lithuania), Honorary Member of the Boaf SocietylLietuvos Sakaliuk Szjunga (children
and youth organisation). Member of Supervisory Boaf Kaunas Clinical Hospital. The Chairman of
Kaunas city municipality animal care and superyisBoard. The Chairman of Kaunas city municipality
Nongovernmental organizations support Board. Foneawo of the united social democratic and nonparty
fraction of Kaunas city municipality.

Ms. Leiput has no shares of the Company, nor any ownerstépest in other companies.

p Mr. Kestutis Miknas. Member of Kaunas City Municipality Council,a@man of Kaunas
e City Municipality Council City Economy Committee, h@rman of Vote Counting

Committee, Member of Privatization Commission Membef Strategy Planning

Commission.

Mr. Mikénas has no shares of the Company, nor any ownerghipst in other companies.

Mr. Visvaldas MatijoSaitis, \Gitinai UAB, Director, VEiunai ir Ko, Commerce consultant
Plungss kooperatia prekyba UAB, Commerce consultant, Member of Kaudaty
Municipality Council, Member of Kaunas City Munieijity Council Anti-corruption
Committee, Member of City Economy Committee, Memloér Control Committee,
Member of Boards of public organizations Vieningaainas, Vieningas Vilnius, Viening
Lietuva, Association Zalgirio Fondas, Presidentcevpresident of Board of Lithuanial e
Industrialist Confederation’s Lithuanian Economieald Trade Cooperation with Russia ‘
Federation, Member of Board of Mentor Lietuva Asation, Member of Directors Boar — W\

of VICHIUNAI EUROPE, NV, Member of Board of Kaunausktekis UAB, Member o -
Board of VICHIUNAI BALTIC, OU, Chairman of Board d¥ic¢ianai ir partneriai UAB, Member of Board
of PALJASSAARE KALATOOSTUS AS, Member of Board ol logistika UAB, Member of Board of
Pabirys UAB, Member of Council of VICHIUNAI NORDICOU, Chairman of Board of Pluag
kooperatig prekyba UAB.

Mr. MatijoSaitis has no shares of the Company. AS® June, 2011 Mr. Matijo3aitis has VICHIUNAI
EUROPE N.V., V¢ianai UAB, Vi¢itanai ir Ko UAB, Graveda UAB, Plurig kooperatia prekyba UAB,
VICIUNU RESTORAN] GRUFE, UAB, VICI Investments UAB, Kauno saiiékis UAB shares.

i

Mr. Artaras Orlauskas. Public institution Socialirprojekiy studija, Director. Member of

Kaunas City Municipality Council, Chairman of Kawn@ity Municipality Council Social,

Health and Family Matters Committee, Deputy Chairnad Anti-corruption Committee,

Member of Council Proceeding Regulation and Prom@ommission, Chairman of Board
of Charity Foundation Vilties sala, President athuanian water-polo Federation.

Mr. Orlauskas has no shares of the Company, nor @mgership interest in other
companies. Founder of public institution SociajiRrojekt; Studija.
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Members of 31 December 2011 Supervisory Board:

Full name Job position Beginning of the term of  End of the term of
office office
Mr. Rytis Satkausk: Supervisory Board chairmeé 29 December 201 30 April 201t
Mr. Ri¢ardas JuSka Supervisory Board member 29 Decembdr 20 30 April 2015
Mr. Arvydas Garbaravius Supervisory Board member 29 December 2011 30 April 2015
Mrs. Edita GudiSauskie Supervisory Board memb 28 December 201 30 April 201¢
Ms. Orinta Leiput Stpervisory Board memb 28 December 201 30 April 201¢
Mrs. AuSra Rdiené Supervisory Board member 29 December 2011 30 April 2015
Mr. Gediminas Zukauskas Supervisory Board member 29 December 2011 30 April 2015

Mr. Rytis Satkauskas, UAB Sabelijos prekyba, Divecdf Development Department
Member of Kaunas City Municipality Council. Chairmaf Kaunas City Municipality

Council Committee of City Economy, member of Ptization Commission. e
Mr. Rytis Satkauskas has no shares of the Compegf 30 June, 2011 he is sharehold &
of Ritéjus UAB (100% shares). N

Mr. Ri¢ardas JuSka, mayor, member of Jurbarkas region cipality, chairman of
privatization commission of Jurbarkas region mypatity council, member of the Board
of Association of Local Authorities in Lithuanigha@irman of committee of health affairs
of Association of Local Authorities in Lithuania. dvhber of Supervisory board of
Taurag regional waste handling center.

Mr. JuSka has no shares of the Company, nor angiehip interest in other companies.

Mr. Arvydas Garbaravius, partner of UAB ARJ CAPITAL, member of Kaunasyc
municipality council. Member of Committee of Cityelzelopment, Investments an
Tourism, Deputy Chairman of Control Committee, Membof Commission of
Anticorruption. Member of Management Board of Pablnstitution Kauno Rtros
Forumas. Member of Management Board of Public tuistin Sugihara fund Diplomat
for life.

Mr. Garbarawius has no shares of the Company. He has the shiafds Ukio bankas,
Integra Group Holdings, AB Linas Agro Group, JSC ZBZROM NEFT, AS Olympic
Entertainment Group, AS Baltika, AS Tallink Groufingli Green Energy Holding Co
Ltd, VIADUKT D. D., NOKIA OYJ, DALEKOVOD DD, FranceTelecom SA, ENERGYO SOLUTION
RUSSIA AB, FEDERAL, RENEWABLE ENERGY CORP. ASA, SEX MARINE ASA, BELJE DD

DARDA, Bank of America.

Mrs. Edita GudiSauskien Adviser to Minister of Agriculture of the Rebuplof Lithuania,
Member of Kaunas City Municipality Council, Chairman of Committee of Budget and
Finances of Kaunas city municipality, Member of Qoission of Strategic Planning,
Member of Commission of Anticorruption. Member dfiet Management Board of
LampedZiai Community Center.
% w1 Mrs. GudiSauskieh has no shares of the Company, nor any ownershégest in other
B © /4 companies.

Al y
Ms Orinta Leipu¢. Assistant-secretary of the Lithuanian Parliamgnids. B. \Veésait,
Assistant at the Lithuanian Academy of Physical &dion, Member of Kaunas City
Municipality Council. Deputy Chairman of Kaunas YCMunicipality Council Budget
and Finance Committee, Chairman of Kaunas City ibpality Council Privatisation
Commission. Member of the Lithuanian Society ofuMg Researchers, Lithuania
Union of Social Democratic Party - Member of theu@cal and Presidium, Chairman i
Kaunas division, Deputy Chairman of Lithuanian Uniaf Social Democratic Women
Member of Kaunas Club of Women Politicians MILDAiflative by women to improve
democracy in Lithuania), Honorary Member of the Boaf SocietyLietuvos Sakaliuk Szjunga (children
and youth organisation). Member of Supervisory Boaf Kaunas Clinical Hospital. The Chairman of
Kaunas city municipality animal care and superyisBoard. The Chairman of Kaunas city municipality
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Nongovernmental organizations support Board. Fonesro of the united social democratic and nonparty
fraction of Kaunas city municipality.
Ms. Leiput has no shares of the Company, nor any ownerstepest in other companies

1 Mrs. AuSra Rdiene, lawyer. Member of Kaunas City Municipality Coulpdlember
of Committee of City Development, investments aodrism, Member of Control
Committee, Chairwoman of Commission of Anticorropti Member of Commission
of Strategic Planning.

| Mrs. Rusiené has no shares of the Company. She’s a sharehufltlskB Rucenta.

Mr. Gediminas Zukauskas. Chief-engineer at UAB KaMandenys. Member of Kauna
City Municipality Council, Chairman of the Commigteof Self-Government anc
communities development, Member of Commission aft8gic Planning, Member o
Privatization Commission, Member of Commission @feB Contriving and Perpetuation @
Memories. Chairman of Panenmiu@ommunity Center.

Mr. Zukauskas has no shares of the Company, nor camyership interest in othe
companies.

During the reporting period no remuneration (salarybonuses) was paid to the members of Supervisory
Board, nor any assets were transferred or guaaigeed.
21.2. Data about the members of the Company's Magragnt Board

As at 31 December 2011, the members of the Conmpltariagement Board were as follows:

Full name Job position Beginning of the End of the term
term of office of office
Mr. Arvydas Augonis Management Board chairman 3 May 2011 30 April 2015
Mr. Rimantas Bakas Management Board member 3 Mayg 20 2 January 2012
Mr. GintarasCizikas Management Board meml| 3 May 201: 30 April 2015
Mr. Rantinas Geaultis Management Board Deputy Chairn 3 May 201: 2 Januar 2012
Mr. Andrius Stankewius  Management Board member 3 May 2011 2 January 2012
Mr. Mindaugas Simkus Management Board member 3 ROy 2 January 2012
Mr. Zita Zalagnaite Management Board merer 3 May 201: 30 April 2015

Mr. Arvydas Augonis. Head of Development and Anal\Bepartment in AB Kauno
energija since 16 May 2011. Deputy Chairman of taband Centre Union Kaunas
Branch, Member of public organization Vieningas Kas, President of Lithuanian
Arvydas club.

Mr. Augonis has no shares of the Company, nor amgeoship interest in other
companies.

LTL 49 thousand of salary was paid during the y&@t1, no bonuses were paid, nor
any assets were transferred or guarantees issued.

Mr. Rimantas Bakas. Doctor of Engineering. Gen&tahager of Kauno Energija AB. o~
Member of Management Board of the Company from 3 @11 to 2 January 2012 f
Member of Lithuanian heating technique engineeso@ation, Member of Board of
Kaunas Regional Energy Agency, Member of Lithuarastrict Heating Association
Board, Member of Lithuanian Energy Institute’s theientific Board, the Chairman o
Master's qualification commission in Kaunas Uniitgr®f Technology Thermal an
Nuclear Engineering department, the expert apprdsedVorld’'s Energy Council th
PET Committee of Lithuania. In 2008, Mr. Bakas jgipated as the member of workin
group in preparation of research study ,Europe‘th¥rability to Energy Crises”, whic
was presented to the European Commission.

Mr. Bakas has no shares of the Company, or owrnestérest in of other companies.
During the year 2011 earnings before-tax in amadmt 192 thousand, no bonuses were estimated, nor an
assets were transferred or guarantees issued.
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Mr. Gintaras Cizikas. Lithuanian Labour Federation, Chairman o&uKas County
Department.

Mr. Cizikas has no shares of the Company, or ownersiépeist in of other companies.
During the reporting period, no remuneration amsysalary, bonuses) were estimated, nor
any assets were transferred or guarantees issued.

Research, Doctor of Engineering. Member of Intéomal Association of Energ
Economists.

Mr. Gatautis has no shares of the Company, nooamership interest in other companie
During the reporting period, no remuneration amsysélary, bonuses) were paid, nor .
assets were transferred or guarantees issuedstmémber of the Management Board.

=

A L)

Mr. Rantinas Gatautis. Lithuanian Energy Institute, Labasatof Energy System
' - ﬂt

&

Mr. Andrius Stankewiius. Member of the Board of Labour party, Chairm@EnSports,
Tourism and Recreation Committee.

Mr. Stankewius has no shares of the Company, nor any ownersitggest in other
companies.

During the reporting period, no remuneration amsysalary, bonuses) were estimated, nor
any assets were transferred or guarantees issued.

Mr. Mindaugas Simkus. Plung kooperatia prekyba UAB (V&ianai group), Head of
Department of Economics.

Mr. Simkus has no shares of the Company, nor ameeship interest in other companies
During the reporting period, no remuneration amsusalary, bonuses) were estimate
nor any assets were transferred or guaranteeslissue

Ms Zita Zalagnaite. Sorestum UAB, Head of Development.

Ms. Zalagnaitt has no shares of the Company, nor any ownershgrest in other
companies.

During the reporting period, no remuneration amsuysalary, bonuses) were estimated,
nor any assets were transferred or guaranteeslissue

By the decision of the session of Supervisory Bohetld on 2 January 2012, the new members of
Management Board were elected instead of recalldbrers of Management Board Rimantas Bakas,
Andrius Stankewius, Ranfinas Gatautis, Mindaugas Simkus:

Full name Job position Beginning of the term End of the term of
of office office
Mr. Giedrius Donatas ASmys Management Board membe 2 January 2012 30 April 2015
Mr. Jonas Koryzna Management Board member 2 Jardgdry 30 April 2015
Mr. Vytautas Mikaila Management Board membe 2 January 2012 30 April 2015
Mr. Vidas Rybelis Management Board member 2 Jank@aty 30 April 2015
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Mr. Giedrius Donatas ASmys. Unemployed (retired)ai@nan of Management Board cf
.Pastat; prieziiros paslaugos" UAB.

Mr. ASmys has no shares of the Company, nor anyeestiip interest in other companies |
During the reporting period, no remuneration amsygalary, bonuses) were estimate
nor any assets were transferred or guaranteeslissue

Mr. Jonas Koryzna. Doctor of Engineering. Vice-pteat of Kaunas Chamber of
Commerce, Industry and Crafts, member of CounciKafinas Chamber of Commerce,
Industry and Crafts, member of Kaunas Rotary CRitesident of Association of Nordic
walking. Member of the Management Board of LithaaniPublic Health Association.
Chairman of the Management Board of Kauno AutobudaB. Chairman of the
Management Board of Baltijos Paslaugrokeris UAB.

Mr. Koryzna has no shares of the Company. He h@sshéres with voting rights in Baltijos
Paslaug Brokeris UAB, and 70 shares with voting rightsRINKA PLIUS UAB. These
shareholdings in the above-mentioned companiegsept 100% of their share capital and votes.

During the reporting period, no remuneration amsygélary, bonuses) were estimated, nor any assets
transferred or guarantees issued.

Mr. Vytautas Mikaila. Doctor of Engineering. MVE @rp UAB, Director. Member of
Association of Heating Technics Engineers. Memti&aiary Club Kauno Tauras.
Mr. Mikaila has no shares of the Company, howeterhas 55% of shares in MVE,
Group UAB.

During the reporting period, no remuneration amsysalary, bonuses) were estimat
nor any assets were transferred or guaranteeslissue

Mr. Vidas Rybelis, Director of PastgPrieZiiros Paslaugos UAB,

Member of Management Board of PastBtieziiros Paslaugos UAB.

Mr. Rybelis has no shares of the Company, nor angeoship interest in other
companies.

During the reporting period, no remuneration ams\salary, bonuses) were paid, nor
any assets were transferred or guarantees issuistmember of the Management
Board.

On 27 February 2012 Mr.dstutis Buinewius was elected as the Member of the ManagementBostead
of resigned Member of the Management Board Zita@akit.

Mr. Kestutis Buinewius, Senior Lecturer of Kaunas University of Tedagy, Doctor in j
Engineering, Heat and Atom Cathedral. Director efffloTECHNIKA UAB.
Mr. Buinevitius has no shares of the Company, nor any ownelghgpest in other
companies. :
During the reporting period, no remuneration amsyselary, bonuses) were paid, n
any assets were transferred or guarantees issudtstanember of the Manageme
Board.

21.3. Data about the Company‘s manager and chiet@aentant

Mr. Rimantas Bakas. General Manager of the Comgamye 24 November 2008, Doctor of Engineering.
Member of Lithuania heating technique engineers@aton, Member of Board of Kaunas Regional Energy
Agency, Member of Lithuanian District Heating Aswdion Board, Member of Lithuanian Energy
Institute’s the Scientific Board, the chairman o&sfer's qualification commission in Kaunas Uniugref
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Technology Thermal and Nuclear Engineering departntbe expert approved by World’s Energy Council
the PET Committee of Lithuania. Member of Manageintward of the Company from 3 May 2011 till 2
January 2012. Education: higher, university deggeaduated from Kaunas University of Technology in
1985, industry heat energy engineer. Job positthiming the last 10 years were: from October 2001 to
February 2003, Lithuanian Bioenergetics and EneBgying Association, vice-president and executive
director; from 1 March 2001 to 1 May 2003 — projeanager of Strategy Department at the Compang fro
2 May 2003 to 2 January 2006 — senior project manaf Strategy Department at the Company; from 3
January 2006 to 21 November 2008, Head of Stradbegartment at the Company.

Mr. Rimantas Bakas, General Manager of Kauno EjergB is awarded with a letters of thanks of
Lithuanian Association of Heat Suppliers (2007Yhuanian Association of Electricity Energetic (2D08&
letter of the World Energy Council Lithuanian Contte (2010) and the medal of Memory of 600 years
Jubilee of Kaunas city, the Symbol of Honour ohui@nian Energetic (2011).

He has no shares of the Company, or ownershipesitér of other companies

Mrs. Violeta StaS&niere. Chief Financier of the Company since 27 July 2G0@ Chief Accountant since
16 January 2003. Education: higher, university deggraduated from Vilnius University in 1984, work
economy, acquired the profession of economist. Weckrd during the last 10 years and job posittoeld:
from 22 June 1998 to 09 January 2000 — Chief Ac@ourof the Company’s branch office Kauno Energijos
Paslaugos; from 10 January 2000 — Deputy Chiefrigiea of special purpose public company Kauno
Energija; from 1998 to April 2004 — Chief accourttaf Itvizija UAB; from January 2003 to June 2004 —
Chief accountant of Energijos Realizacijos Centd@d3. She holds 2,641 units of the Company’s shares,
which make less than 5% of the authorized shargatahe has no ownership interest in other congsan

During 2011, total remuneration estimated for then&al Manager and Chief Accountant amounted to
LTL 291 thousand, average amount per person — L4% thousand; no other assets were transferred, no
guarantees provided.

22. All significant agreements, where the Issuer is onef the contractual parties, which would come
into force, would be subject to amendments or ternmation in case of changes in controls of the Issuer
also their impact, except for those cases, when dt the nature of agreements, the disclosure of shic
agreements would cause significant damages to thesuer

None.

23. All agreements of the Issuer and its managerial bgdmembers or employees, which provide for
compensation in case of their resignation or termiation of employment on no grounds or in case their
employment is terminated due to changes in controlsf the Issuer

None.

24. Information on major transactions with related parties

There were no major individual transactions wittated parties. Detailed information is presented\aie
26 to the financial statements.

25. Information on compliance with the Governance Cod®f Companies

Information on compliance with the Governance Coti€ompanies is presented in Annex 1 to the Annual
Report. The report on Company’s social initiativesd politics during the year 2011 is presented in
Company’s website.

26. Data on publicly declared information

To comply with the obligation set forth in the aippble legislation regulating the market of sedesitthe
Issuer during the last 12 months declared in puthkcfollowing information through GlobeNewswirewse
publication system, which is used to report anneurents all over the European Union. This informmatio
was also placed on the Issuer’s website. All infation is available oiNASDAQ OMX Vilnius website at
address _http://www.baltic.omxgroup.com/?id=3304, d anthe Issuer's website at address:
www.kaunoenergija. It

91
AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania



COMPANY'S CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2 011

(all amounts are in LTL thousand unless otherwiategt

Heading of announcement

Information on the negotiations with Kauno Termatfiios
Elektrine UAB

Information on the election of the member of Kaenergija,
AB management body

An intermediate unaudited financial statement ofridhths ol
the year 2011

Due to the Company’s management Board decisioartew
negotiations with Lietuvos Energija, AB

The activity result of the 12 months, 2011

Information on the election of the members of Kaenergija,
AB management bodies

The decisions of Extraordinary General meeting afiko
Energija, AB shareholders

Due to the decision of Vilnius Commercial Arbitati Court

Due to the Company’s investment plans for the P€4r2

The reconvening of Extraordinary General meetingadno
Energija, AB shareholders and decisions projects

Information of Kauno Energija, AB

The decision of Kauno Energija, AB Management Board

An intermediate unaudited financial statement afdhths ol
the year 2011

The activity results of the IIl quarter, 2010

Due to the decision of Management Board

Intermediate information on Kauno Energija, AB loé 6
months

The activity results of the per | half, 2011

Information on the election of Kauno energija, AB
management bodies

The activity results of the first quarter, 2011

Financial statements with the annual report

The decisions of General meeting of shareholdedsaativity
results of the first quarter, 2011

Reconvening of General meeting of shareholdersanfri$
Energija, AB and decisions projects

The audited activity result of the year 2010

Due to the final decision of Lithuanian Supreme €ou

Category of
announcement

Other
information

Notification on
material event

Interim
information

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Notification on
material event

Interim
information

Notification on
material event

Notification on
material event

Interim
information

Notification on
material event

Notification on
material event

Interim
information

Annual
information

Notification on
material event

Notification on
material event

Notification on
material event

Other
information

Language

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

En, Lt

Time

29.02.2012 - 15:54

28.02.2012 - 15:41

25.01.2012 - 16:02

24.01.2012 - 16:16

24.01.2012 - 16:07

02.01.2012 - 15:14

29.12.2011 - 13:45

20.12.2011 - 13:31

08.12.2011 - 15:59

06.12.2011 - 12:38

24.11.2011 - 15:31

24.11.2011 - 15:20

02.11.2011 - 15:57

28.10.2011 - 15:10

19.08.2011 - 13:25

12.08.2011 - 13:51

28.07.2011 - 16:43

03.05.2011 - 18:28

29.04.2011 - 13:31

29.04.2011 - 16:14

29.04.2011 - 16:00

06.04.2011 - 17:21

06.04.2011 - 14:40

14.03.2011 - 17:22

AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania
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COMPANY'S CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2 011
(all amounts are in LTL thousand unless otherwiategt

Heading of announcement Category of

announcement
An intermediate unaudited financial statement ofridhths ol Interim
the year 2010 information
AB Kauno Energije 2012- 2015 year partial investment pl Notification on
and its financing sources accepted material event
The activity result of the 12 months, 2010 Notification on

material event

Prognose for activity of theAB KaunoEnergije at the 201( Notification on
year material event

General Manager of Kauno Energija, AB

Language

En, Lt

En, Lt

En, Lt

En, Lt

Time

28.02.2011 - 16:35

25.02.2011 - 13:32

24.01.2011 - 16:12

20.01.2011 - 10:41

Rimamakas

AB KAUNO ENERGIJA
Company code 235014830

Raudondvario Rd. 84, 47179 Kaunas, Lithuania
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Annex 1

27. AB Kauno Energija report on the compliance withthe Governance Code for the companies listed onetStock

Exchange NASDAQ OMX Vilnius

AB Kauno Energija, following Article 21 paragrapho8the Law on Securities of the Republic of Lithisand item
20.5 of the Trading Rules of the Vilnius Stock Eanbe, discloses its compliance with the Govern&ume, approved
by the Stock Exchange NASDAQ OMX, Vilnius, for tlkempanies listed on the regulated market, andpégifc

provisions.

PRINCIPLES/ RECOMMENDATIONS

YES/NO
INOT
APPLICA
BLE

COMMENTARY

Principle I: Basic Provisions

optimizing over time shareholder value.

The overriding objective of a company should be tmperate in

common interests of all the shareholderby

1.1. A company should adopt and make public
company’'s development strategy and objectives
clearly declaring how the company intends to m
the interests of its shareholders and optim
shareholder value.

thes
by

eet

ize

The Company prepares and revises
strategies of production and heat supply system
development every year. Investment plans
being presented for ratifying to Kaunas city,
Kaunas region and Jurbarkas region
municipalities as well as to The National
Control Commission for Prices and Energy
(NCC). The provisions of the Company's
strategy which contains no confidential
information and the decisions-making process,
as well as the Company’s development poligies
and objectives of the years are published in
Company's annual reports and company’'s
website. Periodic reports and notifications
disclosing the directions for Company’s growth.
Those reports, notification on material event and
notifications are presented by the Company’s
managers and are published in press.

1.2. All management bodies of a company should

view of the need to optimize shareholder value.

in furtherance of the declared strategic objectives

atds

The Company's board has also created a long-
term and short-term Company’s developmgnt
strategic objectives.
The management of the Company, the heads of
the areas concerned are making their eyery
effort in order to implement those objectives —
the structure of the Company and of the
subdivision of the Group is optimised.

of

the

and
time

1.3. A company’s supervisory and managemeyies The Supervisory Board and the Management
bodies should act in close co-operation in ordef to Board are formed. The Management Board
attain maximum benefit for the company and |its adopts the strategic decisions and appraves
shareholders. Company's business strategy. All the bodies
the Company (Manager, the Management bgard
and the Supervisory board) aim to implement
this recommendation, mutual meetings of
Management board and the Supervisory bgard
are held.
1.4. A company's supervisory and managemeYies The Company's supervisory and managing
bodies should ensure that the rights and interafsis bodies aim to ensure all interests of the pergons
persons other than the company's shareholders |(e.g. concerned. The Company's management
employees, creditors, suppliers, clients, local the separate areas managers spend a lot of
community), participating in or connected with the communicating with customers, suppliers,
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company’s operation, are duly respected.

represessaof the municipality, in order tp
find optimal solutions, related to the Company's
activities. The specific of the Company ensures
that consumers (customers) are periodically,|i.e.
3-4 times a year, invited to attend meetings
where the relevant issues related to the activity
of the Company are discussed. In addition [the
“Open doors days” are being arranged in order
to better inform customers and to ensure closer
relations with them.

Principle II: The corporate governance framework

the company’s bodies, protection of the sharehold

The corporate governance framework should ensure th strategic guidance of the company, the effective
oversight of the company’s management bodies, an pmpriate balance and distribution of functions betveen

srinterests.

the

the

are

the
also

the

the

2.1. Besides obligatory bodies provided for in thées The General Meeting of Shareholders and

Law on Companies of the Republic of Lithuania + a Company’s general manager are compulgory

general shareholders’ meeting and the chief exesuti management bodies of the Company set by

officer, it is recommended that a company shoutd| se Law on Joint Stock Companies of the Republic

up both a collegial supervisory body and a collegia of Lithuania. The collegial supervisory body -

management body. The setting up of collegial bogies the Supervisory Board and the collegial

for supervision and management facilitates clear management body — the Management Board

separation of management and supervisory functions also being formed.

in the company, accountability and control on the

part of the chief executive officer, which, in ttgn,

faciltate a more efficient and transparent

management process.

2.2. A collegial management body is responsible|fifes A collegial management body of the Company —

the strategic management of the company fand the Management Board is responsible for

performs other key functions of corporagte strategic management of the Company and

governance. A collegial supervisory body |[is performs other key functions of the Compgny

responsible for the effective supervision of the management. A collegial supervisory body —

company’s management bodies. Supervisory Board is responsible for the
effective supervision of activities of
Company’s managing bodies.

2.3. Where a company chooses to form only phet The Supervisory Board and the Management

collegial body, it is recommended that it shouldabe@PPlicable | Board is being formed.

supervisory body, i.e. the supervisory board. lohsu

a case, the supervisory board is responsible fen th

effective monitoring of the functions performed py

the company’s chief executive officer.

2.4. The collegial supervisory body to be electgd yes The Supervisory Board of the Company |is

the general shareholders’ meeting should be set up elected and it acts partly in compliance with

and should act in the manner defined in Princiflles principles Il and IV set out in the procedures

and IV. Where a company should decide not to sdt up and basic principles for the requirements are

a collegial supervisory body but rather a collegial violated.

management body, i.e. the board, Principles Il and

IV should apply to the board as long as that dagg n

contradict the essence and purpose of this body.

* Provisions of Principles Ill and IV are more applile to those instances when the general sharsisbideeting elects the supervisory board, i.eodytihat is essentially
formed to ensure oversight of the company’s boad the chief executive officer and to representdbmpany’s shareholders. However, in case the coyngaes not
form the supervisory board but rather the boardstned the recommendations set out in Principlesatitl IV become important and applicable to the dbaes well.
Furthermore, it should be noted that certain recemations, which are in their essence and natyskcaple exclusively to the supervisory board (éogmation of the
committees), should not be applied to the boarth@sompetence and functions of these bodies ditepto the Law on Companies of the Republic ohuénia Qfficial
Gazette 2003, No 123-5574) are different. For instantami3.1 of the Code concerning oversight of the agament bodies applies to the extent it concemewersight
of the chief executive officer of the company, hat of the board itself; item 4.1 of the Code canteg recommendations to the management bodieseappl the extent it
relates to the provision of recommendations todhmpany’s chief executive officer; item 4.4 of tBede concerning independence of the collegial beldgted by the
general meeting from the company’s management basli@pplied to the extent it concerns independéwoce the chief executive officer.
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directors) and supervisory (non-executive diregt

of these bodies.

2.5. Company’s management and supervisory bodiégs
should comprise such number of board (executive

Drs

board members that no individual or small group of
individuals can dominate decision-making on the par

According to the Statute of the Company the
Supervisory Board of 7 (seven) members| is
elected and the Supervisory Board elects |the
Management Board. It also is formed of| 7
(seven) members.

2.6. Non-executive directors or members of

supervisory board should be appointed for speci
terms subject to individual re-election, at maxim
intervals provided for in the Lithuanian legislati
with a view to ensuring necessary developmen
professional experience and sufficiently frequ
reconfirmation of their status. A possibility tameve

thées
fied
um

D
of
ent

them should also be stipulated however this

The Supervisory Board of the Company| is
elected for 4 (four) years and according to the
Statute of the Company and to the practice |t is
not forbidden to re-elect the members of the
Supervisory Board for the new term
(Supervisory Board member’'s number of terms
of office is not limited). Also the Genera
meeting of shareholders is able to recall the

officer should not be immediately nominated as
chairman of the collegial body elected by the geh

departure from these recommendations, it sh
furnish information on the measures it has take
ensure impatrtiality of the supervision.

different person. Former company’s chief executive

the
er

shareholders’ meeting. When a company chooses to

puld
to

procedure should not be easier than the rempval Supervisory Board in-corpore or its individual

procedure for an executive director or a membef of members before the end of term of Supervisory

the management board. Board and the member of Supervisory Board is
able to resign before the end of term giving a 14
days written warning.

2.7. Chairman of the collegial body elected by fhées The Chairman of the Company’'s Supervispry

general shareholders’ meeting may be a person Board hasn't been the General Manager of [the

whose current or past office constitutes no obstax! Company. His current or past position is not|an

conduct independent and impartial supervision. obstacle for independent and impartial

Where a company should decide not to set up a supervision.

supervisory board but rather the board, it|is

recommended that the chairman of the board |and

chief executive officer of the company should bg¢ a

Principle IIl: The order of the formation of a coll egial body to be elected by a general shareholdensieeting

The order of the formation a collegial body to be lected by a general shareholders’ meeting should sure
representation of minority shareholders, accountablity of this body to the shareholders and objective
monitoring of the company’s operation and its managment bodies’

3.1. The mechanism of the formation of a collegial

(hereinafter in this Principle referred to as the
‘collegial body’) should ensure objective and fair
monitoring of the company’s management bodies
well as representation of minority shareholders.

body to be elected by a general shareholders’ ngeti

Yes

The mechanism of forming of the Supervisory
Board, which corresponds to the requirements
of the Law on Joint Stock Companies of the
Republic of Lithuania, ensures the objective
supervision of the collegial body.

2 Definitions‘executive directorand‘non-executive directorare used in cases when a company has only ongjiedbedy.

3 Attention should be drawn to the fact that in #itsation where the collegial body elected by teeagal shareholders’ meeting is the board, it tsmahthat being a
management body it should ensure oversight notl ghanagement bodies of the company, but only efdimgle-person body of management, i.e. the copipahief

executive officer. This note shall apply in respeftitem 3.1 as well.
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3.2. Names and surnames of the candidates Yies Information regarding candidates for the
become members of a collegial body, informatjon members of Supervisory Board is being
about their education, qualification, professional disclosed for shareholders even before General
background, positions taken and potential conflafts meeting of shareholders. Information regardjng
interest should be disclosed early enough befaeg th their education, qualifications, professional
general shareholders’ meeting so that [the experience, occupation and other important
shareholders would have sufficient time to make an professional obligations is being presented| in
informed voting decision. All factors affecting the Company’'s annual and interim reports as well
candidate’s independence, the sample list of wisidh as in Company's website. It is foreseen in the
set out in Recommendation 3.7, should be also work regulations of the Supervisory Board that
disclosed. The collegial body should also |be every member of the body has to inform the
informed on any subsequent changes in the provided Chairman of the Supervisory Board and the
information. The collegial body should, on yeafly Company about his data change and this data is
basis, collect data provided in this item on |its being presented in the Company's annual jand
members and disclose this in the company’'s anpual interim reports as well as in Company’s
report. website.
3.3. Should a person be nominated for members|dat The shareholders of the Company by offerjng
collegial body, such nomination should be followledpplicable | candidates for the collegial body must ensure
by the disclosure of information on candidate’s that these members have the required
particular competences relevant to his/her sergite competence. The Company publishes only the
the collegial body. In order shareholders and information which is provided by the members
investors are able to ascertain whether member's of the collegial body. Information which is
competence is further relevant, the collegial body presented in the annual and in interim report
should, in its annual report, disclose the infoiprat (data on participation of the issuer's statlite
on its composition and particular competences of capital, data on participation in other
individual members which are relevant to their undertakings, bodies and organisations (titlg of
service on the collegial body. the company, institution or organization and
personal  occupation), is published |in
Company'’s website.
3.4 In order to maintain a proper balance in teafns Yes According to the Company's structure and
the current qualifications possessed by its members activities, the main shareholder of the Company
the desired composition of the collegial body shal introduces candidates for members of the
determined with regard to the company’'s structure collegial body with relevant qualifications. The
and activities, and have this periodically evaldate Collegial body as a unit has a versatile
The collegial body should ensure that it is compgse knowledge, opinions and experience enabling
of members who, as a whole, have the requjred them to perform their tasks properly. Audit
diversity of knowledge, judgment and experience to Committee as a unit, has up-to-date knowledge
complete their tasks properly. The members of |the and relevant experience in finance, account|ng,
audit committee, collectively, should have a recent and (or) auditing.
knowledge and relevant experience in the fields of
finance, accounting and/or audit for the stock
exchange listed companies. At least one of |the
members of the remuneration committee should have
knowledge of and experience in the field |of
remuneration policy.
3.5. All new members of the collegial body shouid|No Up to now in the practice of the Company |all
offered a tailored program focused on introducing a new members of the Supervisory Board wgre
member with his/her duties, corporate organization introduced to the Company and its activity were
and activities. The collegial body should conduat|a introduced jointly and there were no any annual
annual review to identify fields where its membegrs verification of the members of Supervisgry
need to update their skills and knowledge. Board, as there was no such need.
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3.6. In order to ensure that all material confliofs
interest related with a member of the collegial o
are resolved properly, the collegial body sho
comprise a sufficieit number of independen
members.

No
nd
d

=

The Company does not make any influence
the composition of the collegial body becal
the candidates to the members of
Company’'s collegial body are offered by t
main shareholder. Because of that reason
didn’t followed the recommendations.

3.7. A member of the collegial body should

considered to be independent only if he is frearnf
business, family or other relationship with t
company, its controling shareholder or t
management of either, that creates a conflict
interest such as to impair his judgment. Since
cases when member of the collegial body is likely
become dependent are impossible to list, mored
relationships and circumstances associated with

companies and the best practices of solving
problem are yet to evolve in the course of tin
assessment of independence of a member of
collegial body should be based on the contentb®
relationship and circumstances rather than themfq
The key criteria for identifying whether a membér
the collegial body can be considered to
independent are the following:

1) He/she is not an executive director or mem
of the board (if a collegial body elected by t
general shareholders’ meeting is {
supervisory board) of the company or 4
associated company and has not been
during the last five years;

2) He/she is not an employee of the company
some any company and has not been g
during the last three years, except for c4d
when a member of the collegial body does
belong to the senior management and
elected to the collegial body as a representg
of the employees;

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

4) Hel/she is not a controlling shareholder

bklo

he

he
of
all
t

Ver,
the

determination of independence may vary amongst

this

ne,
the
t

such

or
uch
ses
not

vas
tive

not
DN
her
ial
es
her
not
he
at
ter
of

or

representative of such shareholder (contro

as

The Company does not
recommendation because six members of
Supervisory Board represent the controlli
shareholder, i. e. Kaunas municipality havi
92.82% of votes. They are the members
Kaunas city council. One member
Supervisory Board is a member of council
Jurbarkas region municipality having 1.75
votes and is a mayor of the municipality

follow thi

of
%

4 The Code does not provide for a concrete humbénddpendent members to comprise a collegial btiny codes in foreign countries fix a concrete nambf
independent members (e.g. at least 1/3 or 1/2eofrttmbers of the collegial body) to comprise thikeg@l body. However, having regard to the novelfythe institution
of independent members in Lithuania and potentiablems in finding and electing a concrete numtfeindependent members, the Code provides for a rfiexéle
wording and allows the companies themselves todéeaihat number of independent members is suffici®ftcourse, a larger number of independent meminess
collegial body is encouraged and will constituteexample of more suitable corporate governance.

5 It is notable that in some companies all membéthecollegial body may, due to a very small numtfaminority shareholders, be elected by the vofethe majority
shareholder or a few major shareholders. But evaeraber of the collegial body elected by the majashareholders may be considered independentshieneets the

independence criteria set out in the Code.
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5)

6)

7

8)

9)

3.8.

independence is fundamentally an issue for
collegial body itself to determine. The collegialdy
may decide that, despite a particular member m
all the criteria of independence laid down in t
Code, he cannot be considered independent du
special personal or company-related circumstance

defined in the Council Directive 83/349/EE
Article 1 Part 1);

Cc

He/she does not have and did not have jany

material business relations with the company

or

associated company within the past ygar

directly or as a partner, shareholder, directo

or

superior employee of the subject having suich
relationship. A subject is considered to have

business relations when it is a major supplie

service provider (inclusive of financial, legal,

counseling and consulting services), ma

client or organization receiving significant

payments from the company or its group;
He/she is not and has not been, during the
three years, partner or employee of the cur

or former external audit company of the

company or associated company;
He/she is not an executive director or mem

or

jor

last
ent

ber

of the board in some other company where
executive director of the company or member

of the board (if a collegial body elected by t
general shareholders’ meeting is {
supervisory board) is non-executive director|

he
he
or

member of the supervisory board, he/she may

not also have any other material relationsh
with executive directors of the company th
arise from their participation in activities
other companies or bodies;

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

He/she is not a close relative to an execu
director or member of the board (if a colleg
body elected by the general shareholdg
meeting is the supervisory board) or to 3
person listed in above items 1 to 8. Clg
relative is considered to be a spouse (comn
law spouse), children and parents.
The determination of what constitut

ips
at
Df

a
12

tive
al
Brs’
ny
se
on-

es
the

eets
nis
e to
S.
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3.9. Necessary information on conclusions fhées The Company discloses dependence of|the
collegial body has come to in its determination| of members of Supervisory Board in this report.
whether a particular member of the body should be
considered to be independent should be disclgsed.
When a person is nominated to become a member of
the collegial body, the company should disclpse
whether it considers the person to be independent.
When a particular member of the collegial body dpes
not meet one or more criteria of independence st o

in this Code, the company should disclose its nesaso
for nevertheless considering the member to| be
independent. In addition, the company should
annually disclose which members of the collegial
body it considers to be independent.

3.10. When one or more criteria of independence déit Information provided by members of the
out in this Code has not been met throughout |thpplicable | Supervisory Board regarding their educatipn,
year, the company should disclose its reasong for qualifications, professional experienge,
considering a particular member of the collegiady® occupation and other important professiopal
to be independent. To ensure accuracy of |the obligations is being presented in Company’s
information  disclosed in relation with the annual and interim reports as well as |in
independence of the members of the collegial body, Company’s website.

the company should require independent membefs to
have their independence periodically re-confirmed,|

3.11. In order to remunerate members of a colleghdbt The members of the Supervisory Board are |not
body for their work and participation in the megsn applicable | remunerated from the Company’s funds. 5o,
of the collegial body, they may be remunerated fiom this provision is not relevant for the Company,

the company’s funds. The general shareholders’
meeting should approve the amount of such
remuneration.
Principle IV: The duties and liabilities of a collegial body elected by the general shareholders’ meeg

The corporate governance framework should ensure per and effective functioning of the collegial bog
elected by the general shareholders’ meeting, andé powers granted to the collegial body should ensa
effective monitoring’ of the company’s management bodies and protectioaf interests of all the company’s
shareholders.

4.1. The collegial body elected by the generdles The Supervisory Board presents to the gengral
shareholders’ meeting (hereinafter in this Prireipl shareholders meeting their opinions a&nd
referred to as the ‘collegial body’) should ensure proposals about the set of the Company’s annual
integrity and transparency of the company’'s financial statements, profit allocation projett,

financial statements and the control system. [The the Company’s annual report, the activity of the
collegial body should issue recommendations to|the Company’'s general manager and he
company’s management bodies and monitor and Management Board, and also carries out other
control the company’s management performance. functions allotted to the Supervisory Board

competence regarding the Company’s and |it's
managing bodies activity supervision. The
Chairman of the Supervisory Board regularly
meets the Chairman of the Management Bgard
and the General Manager to discuss the events
or changes of the Company that have taken
place, also the essential questions of [the
Company'’s activity.

81t is notable that currently it is not yet complgtelear, in what form members of the supervisooatl or the board may be remunerated for their vimthese bodies.
The Law on Companies of the Republic of Lithuar@fficial Gazette 2003, No 123-5574) provides that members of thgesvisory board or the board may be
remunerated for their work in the supervisory boardhe board by payment of annual bonuses (tasjiémthe manner prescribed by Article 59 of thasl.i.e. from the
company'’s profit. The current wording, contrarytie wording effective before 1 January 2004, elatgs the exclusive requirement that annual bon@@@etems) should
be theonly form of the company’s compensation to members @fstipervisory board or the board. So it seemgtileattaw contains no prohibition to remunerate membe
of the supervisory board or the board for theirkiiarother forms, besides bonuses, although thisipdity is not expressly stated either.

’ See Footnote 3.

8 See Footnote 3. In the event the collegial bogytet by the general shareholders’ meeting is tedy it should provide recommendations to the camgfs single-
person body of management, i.e. the company’s ehie€utive officer.
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of the collegial body when communicating with a
committing to shareholders.

nd

shareholders about the Company's strate
activity and other essential questions.

4.2. Members of the collegial body should act| ivies According to the knowledge of the Company [all
good faith, with care and responsibility for the the members of the Supervisory Board gre
benefit and in the interests of the company and its acting in good faith in the interests of the
shareholders with due regard to the interests of Company following the Company’s but not the
employees and public welfare. Independent own interests or interests of the third persons
members of the collegial body should (a) under all

circumstances maintain independence of their

analysis, decision-making and actions (b) do |not

seek and accept any unjustified privileges that

might compromise their independence, and |(c)

clearly express their objections should a member

consider that decision of the collegial body|is

against the interests of the company. Should a

collegial body have passed decisions indepengdent

member has serious doubts about, the member

should make adequate conclusions. Should| an

independent member resign from his office, |he

should explain the reasons in a letter addressed to

the collegial body or audit committee and, | if

necessary, respective company-not-pertaining fody

(institution).

4.3. Each member should devote sufficient time aiveés The members of the Company’s Supervispry
attention to perform his duties as a member of|the Board devote enough time and pay enough
collegial body. Each member of the collegial bady attention individually and collectively for the
should limit other professional obligations of (iis functions assigned to the competence of |the
particular any directorships held in other Supervisory Board to carry properly. All the
companies) in such a manner they do not interfere members of Supervisory Board took part|in
with proper performance of duties of a member of more than a half sessions of the Supervigory
the collegial body. In the event a member of the Board during Company'’s financial year.

collegial body should be present in less than & hal

of the meetings of the collegial body throughowt th

financial year of the company, shareholders of |the

company should be notified.

4.4. Where decisions of a collegial body may hawées The Company's Supervisory Board in its wprk
a different effect on the company’'s shareholders, aim to behave honestly and impartially with gll
the collegial body should treat all shareholders of the Company's shareholders and by |the
impartially and fairly. It should ensure that knowledge of the Company, there was no such
shareholders are properly informed on the kind of the contrary case. The Chairman of the
company’s affairs, strategies, risk management jand Company's Supervisory Board and the
resolution of conflicts of interest. The company Chairman of the Management Board
should have a clearly established role of members communicate with shareholders, inform the

9 It is notable that companies can make this requére more stringent and provide that shareholdessld be informed about failure to participateta meetings of the
collegial body if, for instance, a member of thdlegial body participated at less than 2/3 or 3/4he meetings. Such measures, which ensure aoéistecipation in the
meetings of the collegial body, are encouragedvélic¢onstitute an example of more suitable corpegovernance.
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4.5. It is recommended that transactions (exceyes

insignificant ones due to their low value

concluded when carrying out routine operations in

the company under usual conditions), conclu
between the company and its sharehold
members of the supervisory or managing bodie

ded
ers,
5 or

other natural or legal persons that exert or may
exert influence on the company’'s management
should be subject to approval of the collegial bady

The decision
transactions should be deemed adopted

concerning approval of sych

Dnly

provided the majority of the independent members

of the collegial body voted for such a decision.

4.6. The collegial body should be independen
passing decisions that are significant for

company's operations and strategy. Ta
separately, the collegial body should
independent of the company’s managem

bodies®. Members of the collegial body should
and pass decisions without an outside influe|
from the persons who have elected it. Compa
should ensure that the collegial body and
committees are provided with sufficie
administrative and financial resources to dischg
their duties, including the right to obtain,
particular from employees of the company, all
necessary information or to seek independent lg
accounting or any other advice on issues pertai
to the competence of the collegial body and
committees. When using the services of
consultant with a view to obtaining information
market standards for remuneration systems,
remuneration committee should ensure that
consultant concerned does not at the same
advice the human resources department, exec
directors or collegial management organs of
company concerned.
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Six members of the Company's Supervispry
Board are representatives of the main
shareholder — Kaunas municipality. One
member is a representative of other sharehglder
— Jurbarkas region municipality.
Based on the Company’s opinion, the collegial
management body and the Audit Committee |are
provided with sufficient resources, including
their right to get all the necessary information,
especially from the employees of the Company.
Salary committee is not set up in the Company
because the salaries of the managers of|the
Company, their deputies and of the chief
accountant are determined according to |the
schedule approved by Kaunas municipality used
in the municipality enterprises.
In the annex of the Company’s collective job
agreement, there are statutes, which describg¢ the
determination of the salary of the Company's
executive heads and their deputies and the fixed
part of salary of the specialists and workers.

4.7. Activities of the collegial body should |
organized in a manner that independent membe
the collegial body could have major influence
relevant areas where chances of occurrence
conflicts of interest are very high. Such areabéd
considered as highly relevant are issues
nomination of company’s directors, determinat
of directors’ remuneration
assessment of company’s audit. Therefore when

neNo
rs of
in

> of

of
on

and control apd

the

mentioned issues are attributable to the competence

of the collegial body, it is recommended that
collegial body should establish nominatid
remuneration, and audit committéesCompanies
should ensure that the functions attributable ®

nomination, remuneration, and audit committees

Starting from 31 March 2009 an Audit
Committee which has three members is formed
by the Supervisory Board.

The Nomination and the Remuneratipn
Committees are not formed in the Company.
The Remuneration Committee is not formed
according to the circumstances shown in the
article No. 4.6. In the future, the Company will
seek to implement this provision.

2 In the event the collegial body elected by theegahshareholders’ meeting is the board, the recendmtion concerning its independence from the coyipa
management bodies applies to the extent it retatdse independence from the company’s chief exeeafficer.

The Law of the Republic of Lithuania on Aud@fficial Gazette 2008, No 82-53233) determines that an Audit Cottemishall be formed in each public interest entity

(including, but not limited to public companies veleosecurities are traded in the regulated markiteoRepublic of Lithuania and/or any other mengiate ).
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are carried out. However they may decide to merge
these functions and set up less than three
committees. In such case a company should explain
in detail reasons behind the selection of alteveati
approach and how the selected approach complies
with the objectives set forth for the three differ
committees. Should the collegial body of the
company comprise small number of members,|the
functions assigned to the three committees may be
performed by the collegial body itself, providedtth
it meets composition requirements advocated| for
the committees and that adequate information is
provided in this respect. In such case provisidns o
this Code relating to the committees of the codéegi
body (in particular with respect to their role,
operation, and transparency) should apply, where
relevant, to the collegial body as a whole.

4.8. The key objective of the committees is|tdes
increase efficiency of the activities of the coidg
body by ensuring that decisions are based on|due
consideration, and to help organize its work with a
view to ensuring that the decisions it takes aee fr
of material conflicts of interest. Committees shbul
exercise independent judgement and integrity when
exercising its functions as well as present the
collegial body with recommendations concerning
the decisions of the collegial body. Neverthelégs|t
final decision shall be adopted by the collegial
body. The recommendation on creation |of
committees is not intended, in principle, to corstr
the competence of the collegial body or to rempve
the matters considered from the purview of the
collegial body itself, which remains fully
responsible for the decisions taken in its field| of
competence.

Audit committee is formed in the Company.
One member of this Committee is independent.
The Committee acts independently and
principally. The Supervisory Board |[s
responsible for decisions made within jts
competence.

4.9. Committees established by the collegial bpdes
should normally be composed of at least three
members. In companies with small number | of
members of the collegial body, they could
exceptionally be composed of two members.
Majority of the members of each committee should
be constituted from independent members of the
collegial body. In cases when the company chooses
not to set up a supervisory board, remunerationjand
audit committees should be entirely comprised of
non-executive  directors.  Chairmanship  gnd
membership of the committees should be decided
with due regard to the need to ensure that
committee membership is refreshed and that undue
reliance is not placed on particular individugls.
Chairmanship and membership of the committees
should be decided with due regard to the neef to
ensure that committee membership is refreshed and
that undue reliance is not placed on particular
individuals. T

Audit Committee of three members is formed in
the Company. Term of office of this Committee
coincides with the term of office of th
Company's Supervisory Board.

[0}
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4.10. Authority of each of the committees should béo
determined by the collegial body. Committges

should perform their duties in line with authority

delegated to them and inform the collegial body| on

their activities and performance on regular basi
Authority of every committee stipulating the rqgle

S.

and rights and duties of the committee should be
made public at least once a year (as part of|the
information disclosed by the company annually|on

its corporate governance structures and practi¢es).

Companies should also make public annuall

statement by existing committees on their
composition, number of meetings and attendance

over the year, and their main activities. Audit

committee should confirm that it is satisfied with

the independence of the audit process and describe
briefly the actions it has taken to reach this

conclusion.

The Company does not follow this
recommendation partly because there are|l no
Committees of Nomination and Remuneration
at the Company. The Remuneration Committee
is not formed according to the circumstances
shown in the article No 4.6. Other
recommended disclosures are also not published
in this annual report. The Company will seek| to
implement this provision in the future.
Also the information about the composition of
the Audit Committee, the number of meetings
and attendance in the year 2011 is being
published in the Annual Report.

—

4.11. In order to ensure independence and No

impartiality of the committees, members of the
collegial body that are not members of the
committee should commonly have a right to
participate in the meetings of the committee ofly
invited by the committee. A committee may invite
or demand participation in the meeting of particula
officers or experts. Chairman of each of the
committees should have a possibility to maintain

direct communication with the shareholders. Events
when such are to be performed should be specifjed

in the regulations for committee activities.

The Company does not follow this

recommendation partly because there are|l no
Committees of Nomination and Remuneratjon
at the Company. The Remuneration Committee
is not formed according to the circumstanges
shown in the article No 4.6. The Company will
seek to implement this provision in the future,

4.12. Nomination Committe No
4.12.1. Key functions of the nomination commitiee

should be the following:

« Identify and recommend, for the approval of the
collegial body, candidates to fill board vacancies.
The nomination committee should evaluate the
balance of skills, knowledge and experience on|the
management body, prepare a description of [the

roles and capabilities required to assume

a

particular office, and assess the time commitnment
expected. Nomination committee can also consjder
candidates to members of the collegial body

delegated by the shareholders of the company;

e Assess on regular basis the structure, size,
composition and performance of the supervisory

and management

bodies, and make

recommendations to the collegial body regarding

the means of achieving necessary changes;

» Assess on regular basis the skills, knowledge [and

experience of individual directors and report as th
to the collegial body;

e Properly consider issues related to succession

planning;

* Review the policy of the management bodies|for

selection and appointment of senior management.
4.12.2. Nomination committee should consider
proposals by other parties, including management

and shareholders. When dealing with issues related

to executive directors or members of the board (if
collegial body elected by the general shareholdefs

The Company does not form the commitiee
which would be obligated to perform all of the
tasks that were designated for the Nomination
Committee.
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meeting is the supervisory board) and senior
management, chief executive officer of the
company should be consulted by, and entitled to
submit proposals to the nomination committee.

4.13. Remuneration Committee.

4.13.1. Key functions of the remunerati
committee should be the following:

* Make proposals, for the approval of the colleg
body, on the remuneration policy for members
management bodies and executive directors. §
policy should address all forms of compensati
including the fixed remuneration, performang
based remuneration schemes, pens
arrangements, and termination payments. Propg
considering  performance-based  remunera
schemes  should be  accompanied W
recommendations on the related objectives

evaluation criteria, with a view to properly aliggi
the pay of executive director and members of
management bodies with the long-term interest
the shareholders and the objectives set by
collegial body;

e Make proposals to the collegial body on t
individual remuneration for executive directors g
member of management bodies in order t
remunerations are consistent with compary
remuneration policy and the evaluation of
performance of these persons concerned. In d
so, the committee should be properly informed
the total compensation obtained by execu
directors and members of the management bqg
from the affiliated companies;

» Ensure that remuneration of individual execut
directors or members of management body|
proportionate to the remuneration of oth
executive directors or members of managemn
body and other staff members of the company;

* Periodically review the remuneration policy fi
executive directors or members of managemn
body, including the policy regarding share-ba
remuneration, and its implementation;

* Make proposals to the collegial body on suita
forms of contracts for executive directors 4
members of the management bodies;

 Assist the collegial body in overseeing how
company complies with applicable provisio
regarding the remuneration-related informat
disclosure (in particular the remuneration pol
applied and individual remuneration of directors)

Not
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» Make general recommendations to the execy

tive

The Committee of Remuneration is not forn
according to the circumstances shown in
article No 4.6.

the
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directors and members of the management bqg
on the level and structure of remuneration for e

n

management (as defined by the collegial body) with

regard to the respective information provided tgy
executive directors and members of
management bodies.

th
he

4.13.2. With respect to stock options and other

share-based incentives which may be grante
directors or other employees, the committee sho|

d to
uld:

« Consider general policy regarding the granting of

the above mentioned schemes, in particular s
options, and make any related proposals to
collegial body;

« Examine the related information that is given

ock
the

n

the company’'s annual report and documents
intended for the use during the shareholders

meeting;
» Make proposals to the collegial body regard
the choice between granting options to subsc

ng
ribe

shares or granting options to purchase shares,

specifying the reasons for its choice as well &s
consequences that this choice has.

4.13.3. Upon resolution of the issues attributabl
the competence of the remuneration committee,

th

D

the

committee should at least address the chairman of

the collegial body and/or chief executive officér

(0]

the company for their opinion on the remuneratjon

of other executive directors or members of
management bodies.

4.13.4. The remuneration committee should re
on the exercise of its functions to the sharehal

the

port
er

and be present at the annual general meeting for

this purpose.

dies

4.14. Audit Committee.

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

» Observe the integrity of the financial informati
provided by the company, in particular
reviewing the relevance and consistency of
accounting methods used by the company an
group (including the criteria for the consolidatioh
the accounts of companies in the group);

« At least once a year review the systems of irie|
control and risk management to ensure that the

risks (inclusive of the risks in relation with

compliance with existing laws and regulations)
properly identified, managed and reflected in
information provided;

« Ensure the efficiency of the internal au
function, among other things, by maki
recommendations on the selection, appointm
reappointment and removal of the head of
internal audit department and on the budget of
department, and by monitoring the responsiver
of the management to its findings a
recommendations. Should there be no internal g
authority in the company, the need for one sha

uld
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As of 31 Marct 2009 the Audit Committee of

three members was formed by the Supervigory
Board. The term of office of this committee

coincides with the term of office of the

Company's Supervisory Board. This commit
will seek to fully implement functions assign
to it by this recommendation.
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be reviewed at least annually;

« Make recommendations to the collegial ba
related with selection, appointment, reappointm
and removal of the external auditor (to be done
the general shareholders’ meeting) and with

ent

by
the

terms and conditions of his engagement. The
committee should investigate situations that lead t
a resignation of the audit company or auditor and

make recommendations on required actions in 9
situations;

uch

¢ Monitor independence and impartiality of the

external auditor, in particular by reviewing theday
company’s compliance with applicable guidan
relating to the rotation of audit partners, theeleof

fees paid by the company, and similar issues|

order to prevent occurrence of material conflidtg

interest, the committee, based on the auditpr's

disclosed inter alia data on all remunerations [
by the company to the auditor and network, sha
at all times monitor nature and extent of the n
audit services. Having regard to the principals
guidelines established in the 16 May 2(Q
Commission Recommendation 2002/590/EC,

aid
uld
on-
and
02

the

committee should determine and apply a foral

policy establishing types of non-audit serviced {
are (a) excluded, (b) permissible only after revi
by the committee, and (c) permissible withg
referral to the committee;
» Review efficiency of the external audit proce
and  responsiveness of  management
recommendations made in the external audit
management letter.

4.14.2. All members of the committee should
furnished with complete information on particula
of accounting, financial and other operations &f
company. Company's management should inf
the audit committee of the methods used to acc
for significant and unusual transactions where
accounting treatment may be open to differ
approaches. In such case a special consider
should be given to company's operations
offshore centers and/or activities carried
through special purpose vehicles (organizatia
and justification of such operations.

4.14.3. The audit committee should decide whe
participation of the chairman of the collegial bt
chief executive officer of the company, ch
financial officer (or superior employees in chaf
of finances, treasury and accounting), or inte
and external auditors in the meetings of
committee is required (if required, when). T|
committee should be entitled, when needed, to 1
with any relevant person without executi
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directors and members of the management bgdies

present.
4.14.4. Internal and external auditors should

be

secured with not only effective working
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relationship with management, but also with f
access to the collegial body. For this purpose

ee
the

audit committee should act as the principal contact

person for the internal and external auditors.

4.14.5. The audit committee should be informeg
the internal auditor's work program, and should
furnished with internal audit's reports or periog
summaries. The audit committee should also
informed of the work program of the extern
auditor and should be furnished with rep
disclosing all relationships between the indepenc

auditor and the company and its group. T

committee should be timely furnished informati
on all issues arising from the audit.

4.14.6. The audit committee should exam
whether the company is following applicak
provisions regarding the possibility for employe
to report alleged significant irregularities in t
company, by way of complaints or throu
anonymous  submissions  (normally to
independent member of the collegial body), &
should ensure that there is a procedure establi
for proportionate and independent investigation

these issues and for appropriate follow-up action.

4.14.7. The audit committee should report on
activities to the collegial body at least once veny
six months, at the time the yearly and half-yed
statements are approved.
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4.15. Every year the collegial body should cond
the assessment of its activities. The assess
should include evaluation of collegial body
structure, work organization and ability to actea
group, evaluation of each of the collegial bqg
member’'s and committee’s competence and w
efficiency and assessment whether the colle
body has achieved its objectives. The collegialb
should, at least once a year, make public (asqgfd
the information the company annually discloses
its management structures and practices) respe
information on its internal organization al
working procedures, and specify what mate
changes were made as a result of the assessm

ubko
ment
S

on
ctive
nd
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the collegial body of its own activities.

There was no practice of assessment of
activity of Supervisory Board at the Compal
and of informing shareholders about that up
now because the controlling shareholder w
proposes candidates to the Supervisory Bg
exhaustively knows the experiences 4
competences of each candidate. The Comgy
will seek to implement this provision in th
future.

the

to
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Principle V: The working procedure of the company’scollegial bodies

The working procedure of supervisory and managemenbodies established in the company should ensure
efficient operation of these bodies and decision-rking and encourage active co-operation between the

company'’s bodies.

5.1. The company's supervisory and managen
bodies (hereinafter in this Principle the conc
‘collegial bodies’ covers both the collegial bodi
of supervision and the collegial bodies

management) should be chaired by chairpersor
these bodies. The chairperson of a collegial bsd
responsible for proper convocation of the colleg
body meetings. The chairperson should ensure
information about the meeting being convened
its agenda are communicated to all members of

nefds
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and
the

The Company fully implements th
recommendation. The Company's Supervis
Board and Management Board are run by
Chairman de jure and de facto. In accordal
with the work regulations of the bodies t
chairmen of Supervisory Board and Manag
Board convenes meetings, ensures prg
informing about convening meeting and ab
agenda of the meeting. This recommendatio

fully implemented by the Supervisory Boa
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body. The chairperson of a collegial body sho

uld

ensure appropriate conducting of the meetings of
the collegial body. The chairperson should ensure
order and working atmosphere during the meeting.

and by the Managing Board.

5.2. It is recommended that meetings of
company’s collegial bodies should be carried
according to the schedule approved in advanc

decide how often to convene meetings of
collegial bodies, but it is recommended that th

of the company’s supervisory board should
convened at least once in a quarter, and
company’s board should meet at least onc
month®.

thées
out
e at

certain intervals of time. Each company is freg to

the
ese

meetings should be convened at such intervals,
which would guarantee an interrupted resolution of
the essential corporate governance issues. Meetings

be
the
e a

This recommendation is implemented by
Supervisory Board and by the Managem
Board.

the
ent

5.3. Members of a collegial body should be notif]
about the meeting being convened in advanc
order to allow sufficient time for proper prepaoati

ensure fruitful discussion and adoption

about the meeting being convened, all

meeting, unless all members of the collegial b

the company require immediate resolution.

edes
2 in

for the issues on the agenda of the meeting and to

of

appropriate decisions. Alongside with the notice

the

documents relevant to the issues on the agenda of
the meeting should be submitted to the members of
the collegial body. The agenda of the meeting

should not be changed or supplemented during the

ndy

are present or certain issues of great importamcge t

The Company follows the order foreseen in

work regulations of the Supervisory Board and

the Management Board and the informat

about the convened meeting is presented in

advance together with an agenda and all

necessary information related to the meeting

agenda.

The Supervisory Board and the Board meeting

agenda may be changed or added during
meeting, in the presence of all members of

the
the

collegial body, or when there is an urgent need

to deal with Company'’s certain key issues.

company’'s collegial bodies and ensure effec
decision-making process, chairpersons of

management should closely co-operate by

Members of the company’s board should be fre
attend meetings of the company's supervis
board, especially where issues concerning rem
of the board members, their liability
remuneration are discussed.

5.4. In order to co-ordinate operation of th¥es

ive
the

company’s collegial bodies of supervision and

coordinating dates of the meetings, their agendas
and resolving other issues of corporate governance.

e to
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The chairmen of Company's supervisory and

management bodies coordinate dates of
meetings, their agendas and cooperate in sol
other issues of corporate governance.

the
ving

shareholders.

Principle VI: The equitable treatment of shareholdes and shareholder rights

The corporate governance framework should ensure thequitable treatment of all shareholders, includig
minority and foreign shareholders. The corporate geernance framework should protect the rights of the

6.1. It is recommended that the company’s caf
should consist only of the shares that grant thees
rights to voting, ownership, dividend and oth
rights to all their holders.

itdes
a
er

The ordinary registered shares which make
authorized capital of the Company give t
equal rights for all share owners.

the

2 The frequency of meetings of the collegial bodyvited for in the recommendation must be appliethirse cases when both additional collegial bodiesormed at the
company, the board and the supervisory board.dretlent only one additional collegial body is fochie the company, the frequency of its meetings s established

for the supervisory board, i.e. at least once duarter.
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attached to the shares of the new issue or t
issued earlier in advance, i.e. before they pue
shares.

6.2. It is recommended that investors should haves
access to the information concerning the rights

nose
nas

type of encumbrance should be subject to appr
of the general shareholders’ meetig.All

opportunity to familiarize with and participate

the decision-making process when signific
corporate issues, including approval of transasti
referred to above, are discussed.

6.3. Transactions that are important to the compaNg
and its shareholders, such as transfer, investment,
and pledge of the company’s assets or any gther

pval

shareholders should be furnished with equal

n
ant
on

In compliance with the Law on the Joint Stqck

Companies and the Company's statutes |the
transactions confirmation issues foreseen in this
recommendation are ascribed to the competénce
of the Management Board but in individyal
cases for the asset disposal transactions| the
Company applies to the shareholders meeting.

6.4. Procedures of convening and conductin
opportunities for the shareholders to effectiv

participate at the meetings and should not pregu
the rights and interests of the shareholders.

shareholders.

) Y&es

general shareholders’ meeting should ensure equal

ely
dic
The

venue, date, and time of the shareholders’ meating
should not hinder wide attendance of the

There is a possibility for shareholders to vote
advance by filling up a general vote bulletin.

6.5. If it is possible, in order to ensure shardbd
living abroad the right to access to the informati

on the publicly accessible website of the comp

/or other foreign languages in advance. It
recommended that the minutes of the gen

adopted resolutions should be also placed on
publicly accessible website of the compa
Seeking to ensure the right of foreigners
familiarize with the information, whenever feasib
documents referred to in this recommendat
should be published in Lithuanian, English and
other foreign languages. Documents referred t
this recommendation may be published on
publicly accessible website of the company to
extent that publishing of these documents is
detrimental to the company or the compan
commercial secrets are not revealed.

Yes
o

it is recommended that documents on the courge of
the general shareholders’ meeting should be placed

any

not only in Lithuanian language, but in English gnd

S
eral

shareholders’ meeting after signing them and/or

the
ny.
to
e
ion
/or
D in
the
the
not

V'S

Information about the draft shareholders
decisions and the decisions taken by the
shareholders meeting the Company publicly
places on the Company’s website gnd
disseminates it through the Stock Exchange
NASDAQ OMX, Vilnius GlobeNewswire used
information dissemination system, as it |is
foreseen in the Law on the Joint Stgck
Companies not only in Lithuanian, but also|in
English.

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

thées

s
ders
in

h

=

The shareholders of the Company c¢an
implement the right to participate in the Gengral
meeting of shareholders personally or through
their representatives if the person has a proper
authorization or the voting right delegation
agreement is made with him in compliance with
the legal acts order. The Company also creptes
conditions for the shareholders to vote |in

3 The Law on Companies of the Republic of Lithuaf@xficial Gazette 2003, No 123-5574) no longer assigns resolutimrecerning the investment, transfer, lease,
mortgage or acquisition of the long-terms assetswamuting for more than 1/20 of the company’s augeat capital to the competence of the general kbiders’ meeting.
However, transactions that are important and n@tésr the company’s activity should be considesed approved by the general shareholders’ meefihg.Law on
Companies contains no prohibition to this effechesi. Yet, in order not to encumber the companygsvily and escape an unreasonably frequent coratide of
transactions at the meetings, companies are frestéblish their own criteria of material transawsi, which are subject to the approval of the mgetiVhile establishing
these criteria of material transactions, compamiay follow the criteria set out in items 3, 4, El#@of paragraph 4 of Article 34 of the Law on Canies or derogate from
them in view of the specific nature of their opamatand their attempt to ensure uninterruptedcieffit functioning of the company.
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advance in writing by completing the general
voting bulletin as it is foreseen by the Law pn
the Joint Stock Companies.

6.7. With a view to increasing the shareholderblot

opportunities to  participate  effectively  papplicable
shareholders’” meetings, the companies |are
recommended to expand use of modern
technologies by allowing the shareholders | to

participate and vote in general
electronic means of communication. In such cg
security of transmitted information and a posdipi
to identify the identity of the participating a

meetings |via

ses
i
d

voting person should be guaranteed. Moreoyer,

companies could furnish its shareholders, espgc
shareholders living abroad, with the opportunity

all
to

watch shareholder meetings by means of modern

technologies.

According to the order of the Company’'s

shareholders meetings and the lists | of
shareholders, there was no need to implement
this recommendation in the Company up|to
now.

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

The corporate governance framework should encouragmembers of the corporate bodies to avoid conflictsf
interest and assure transparent and effective mechiém of disclosure of conflicts of interest regardig members

of the corporate bodies.

7.1. Any member of the company’s supervisory i
management body should avoid a situation,
which his/her personal interests are in conflict
may be in conflict with the company’s interests.
case such a situation did occur, a member of
company’s supervisory and management b
should, within reasonable time, inform oth
members of the same collegial body or
company’'s body that has elected him/her, or to
company’s shareholders about a situation o
conflict of interest, indicate the nature of t
conflict and value, where possible.

ances
in
or
In
the
ody
er
he
the
f a
he

The members of the Company's Supervisory
and of the managing bodies act in according
with the interests of the Company and their
competences and individual features suggest
that they behave so as to avoid conflicts| of
interests and they were not observed in praciice.
The members of the Company's Supervisory
and of the managing bodies did not conclide
deals with the Company, including high value
deals or ones made in not standard conditions.

7.2. Any member of the company’s supervisory antes

management body may not mix the compar
assets, the use of which has not been muty
agreed upon, with his/her personal assets or
them or the information which he/she learns
virtue of his/her position as a member of
corporate body for his/her personal benefit or
the benefit of any third person without a pr
agreement of the general shareholders’ meetin
any other corporate body authorized by

y's
ally
use
by
a
for
or
g or
the

meeting.
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7.3. Any member of the company’s supervisory i
management body may conclude a transaction
the company, a member of a corporate body
which he/she is. Such a transaction (exd
insignificant ones due to their low value
concluded when carrying out routine operations
the company under usual conditions) must
immediately reported in writing or orally, b
recording this in the minutes of the meeting,
other members of the same corporate body or tg
corporate body that has elected him/her or to
company’'s shareholders. Transactions specifie
this recommendation are also subject
recommendation 4.5.

ances
with
of
ept
or
in
be

to

the
the
d in

The members of the Company's supervisory
management body are not
transactions with the Company, including thg
consisting of high value or non-standa
conditions.

7.4. Any member of the company’s supervisory i
management body should abstain from voting w
decisions concerning transactions or other isstie
personal or business interest are voted on.

ances
hen
S 0

In accordance with the provisions of the Law
Joint Stock companies of the Republic

Lithuania, the members of the Compan
Supervisory and of the managing bodies m
abstain from voting when decisions on deals
other questions in which they have a persong
professional interest.

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revsion and disclosure of directors’ remuneration
established in the company should prevent potentiaonflicts of interest and abuse in determining remneration
of directors, in addition it should ensure publicity and transparency both of company’s remuneration plicy

and remuneration of directors.

8.1. A company should make a public statemen
the company’s remuneration policy (hereinafter
remuneration statement) which should be clear
easily understandable. This remuneration state
should be published as a part of the compa
annual statement as well as posted on
company’s website.

t NDt
tregpplicable
and

nent

ny's

the

The Company does not announce the repor|
the Company’'s remuneration policy. T
remuneration policy as provided in th
recommendation is not confirmed in t
Company because this is not demanded by
legal acts. The remuneration for the Supervig
Board and the Management Board of
Company is determined by the sharehold
meeting and there were no payments up to n
The remuneration of the managing director
determined by the Managing Board consider
the schedule of remuneration order of mana
of municipal enterprises, companies, munici
controlled joint-stock and close-end compan
their deputies and chief accountants appro
by Kaunas municipality. Considering th
schedule the remuneration of the deputies
chief accountant of the Company is determin
According to this there was no need to prep
separate remuneration policy. Nevertheless
compliance with the legal acts orders,

Company publicly announces the informati
on the termination payments and loans for
members of the Supervisory Board, 1
Management Board and administration (Gen
Manager, Chief accountant) in the ann
report. The information regarding avera

and

entered ipto

se
rd

on
of
v's
ust
or
Al or

t on
he
is
he
the
ory
he
ers
ow.
s
ing
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es,
ved
is
and

remuneration of employees of the Company
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also announced in Company’s website.

8.2. Remuneration statement should mainly fo
on directors’ remuneration policy for the followin
year and, if appropriate, the subsequent years.
statement should contain a summary of
implementation of the remuneration policy in t
previous financial year. Special attention showd
given to any significant changes in compan
remuneration policy as compared to the previ
financial year.

chiot
capplicable
The

the

he

b

V'S

pus

Because of the reasons foreseen

in

recommendation No. 8.1. the remunerat
policy according to which the report g
remuneration would be prepared is not appro

by the Company.

the
on

ved

8.3. Remuneration statement should leasty
include the following information:

e Explanation of the relative importance of t
variable and non-variable components of direct
remuneration;

« Sufficient information on performance criteria

that entitles directors to share options, share
variable components of remuneration;

* An explanation how the choice of performan
criteria contributes to the long-term interestshef
company;

» An explanation of the methods, applied in orde
determine whether performance criteria have
fulfilled,;

« Sufficient information on deferment periods wi
regard to variable components of remuneration;

vibkot

applicable
he
Drs

5 Or
ce

t
een

th

« Sufficient information on the linkage between the

remuneration and performance;

« The main parameters and rationale for any an
bonus scheme and any other non-cash benefits;
« Sufficient information on the policy regardin
termination payments;

 Sufficient information with regard to vestin

periods for share-based remuneration, as refeore

in point 8.13 of this Code;
« Sufficient information on the policy regardin
retention of shares after vesting, as referrednt
point 8.15 of this Code;

« Sufficient information on the composition of peg
groups of companies the remuneration policy
which has been examined in relation to
establishment of the remuneration policy of
company concerned,;

« A description of the main characteristics
supplementary pension or early retirement sche
for directors;

* Remuneration statement should not incly

hual

g

od t

g

er

of
he
he

of
mes

Ide

commercially sensitive information.

Because of the reasons foreseen

in

recommendation No. 8.1. the remunerat
policy according to which the report g
remuneration would be prepared is not appro

by the Company.

the
on

ved
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8.4. Remuneration statement should 4
summarize and explain company’s policy regard
the terms of the contracts executed with execu

I$dot
irgpplicable
tive

directors and members of the management bodies.

Because of the reasons foreseen in
recommendation No. 8.1. the remunerat
policy according to which the report d
remuneration would be prepared is not appro

the
on

ved

It should include, inter alia, information on the by the Company, but the information on the
duration of contracts with executive directors and termination and other payments is publicly
members of the management bodies, the applidable announced in the Company's annual report.
notice periods and details of provisions for

termination payments linked to early termination

under contracts for executive directors and

members of the management bodies.

8.5. Remuneration statement should also cortéiot Because of the reasons foreseen in |the
detailed information on the entire amount |ddpplicable recommendation No. 8.1. the remuneratjon
remuneration, inclusive of other benefits, that was policy according to which the report 9n

paid to individual directors over the relevg
financial year. This document should list at least
information set out in items 8.5.1 to 8.5.4 for leg
person who has served as a director of the com
at any time during the relevant financial year.

8.5.1. The following remuneration and/
emoluments-related information  should
disclosed:

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

« The remuneration and advantages received f
any undertaking belonging to the same group;
e The remuneration paid in the form of prg
sharing and/or bonus payments and the reasong
such bonus payments and/or profit sharing w
granted;

o If permissible by the law, any significa
additional remuneration paid to directors for spk
services outside the scope of the usual functidn
a director;

» Compensation receivable or paid to each for
executive director or member of the managem
body as a result of his resignation from the off
during the previous financial year;
e Total estimated value of non-cash bene
considered as remuneration, other than the it
covered in the above points.

8.5.2. As regards shares and/or rights to acq
share options and/or all other share-incen
schemes, the following information should
disclosed:

* The number of share options offered or sha
granted by the company during the relev
financial year and their conditions of application;
* The number of shares options exercised during
relevant financial year and, for each of them,
number of shares involved and the exercise pric
the value of the interest in the share incen
scheme at the end of the financial year;

nt

AC
bany
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e The number of share options unexercised at

the

remuneration would be prepared is not appro
by the Company.

ved
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end of the financial year; their exercise prices
exercise date and the main conditions for
exercise of the rights;

e All changes in the terms and conditions
existing share options occurring during the finah
year.
8.5.3.

The following supplementary pensi

schemes-related information should be disclosed:

th
the

of

~
"

on

« When the pension scheme is a defined-benefit

scheme, changes in the directors’ accrued ben
under that scheme during the relevant finan
year;

» When the pension scheme is defined-contribu
scheme, detailed information on contributions p
or payable by the company in respect of {
director during the relevant financial year.

8.5.4. The statement should also state amounts
the company or any subsidiary company or er
included in the consolidated annual financégort
of the company has paid to each person who

efits
cial
tion
aid
hat

that
tity

has

served as a director in the company at any time

during the relevant financial year in the form
loans, advance payments or guarantees, inclu
the amount outstanding and the interest rate.

of
ding

8.6. Where the remuneration policy includ
variable components of remuneration, compa
should set limits on the variable component(s). ]
non-variable component of remuneration should
sufficient to allow the company to withho
variable components of remuneration wh
performance criteria are not met.

eNot
niepplicable
The

be

o

en

Because of the reasons foreseen in
recommendation No. 8.1. the remunerat
policy according to which the report d
remuneration would be prepared is not appro
by the Company.

the
on

ved

8.7. Award of variable components of remunerat
should be subject to predetermined and measu
performance criteria.

idviot
adypplicable

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

NNkt
applicable

red

8.9. Contractual arrangements with executive
managing directors should include provisions {
permit the company to reclaim variable compone
of remuneration that were awarded on the basi
data which subsequently proved to be manife
misstated.

biot
happlicable
nts
s of
stly

8.10. Termination payments should not excee
fixed amount or fixed number of years of ann
remuneration, which should, in general, not
higher than two years of the non-varial
component of remuneration or the equival
thereof.

dNmt

Lalpplicable
be

Dle

ent

8.11. Termination payments should not be pai
the termination is due to inadequate performancs

d Nfot
> applicable

Because of the reasons foreseen in
recommendation No. 8.1. the remunerat
policy according to which the report g
remuneration would be prepared is not appro
by the Company.

the
on

ved
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8.12. The information on preparatory and decisiq
making processes, during which a policy of
remuneration of directors is being established,
should also be disclosed. Information should
include data, if applicable, on authorities and
composition of the remuneration committee, nan
and surnames of external consultants whose
services have been used in determination of the
remuneration policy as well as the role of
shareholders’ annual general meeting.

nNot
applicable

es

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

aNot
applicable

8.14. Share options or any other right to acquire
shares or to be remunerated on the basis of sha
price movements should not be exercisable for g
least three years after their award. Vesting ofesh
and the right to exercise share options or anyroth

Not
eapplicable
t
31
e

right to acquire shares or to be remunerated on the

basis of share price movements, should be subjg
to predetermined and measurable performance
criteria.

rCt

8.15. After vesting, directors should retain a
number of shares, until the end of their mandate
subject to the need to finance any costs related t
acquisition of the shares. The number of shares
be retained should be fixed, for example, twice t
value of total annual remuneration (the non-vagg
plus the variable components).

Not

applicable
(o}
to
ne
bl

8.16. Remuneration of non-executive or Not
supervisory directors should not include share | applicable
options.

8.17. Shareholders, in particular institutional Not
shareholders, should be encouraged to attend | applicable

general meetings where appropriate and make
considered use of their votes regarding directors
remuneration.

8.18. Without prejudice to the role and organizat
of the relevant bodies responsible for sett
directors’ remunerations, the remuneration po
or any other significant change in remunerat
policy should be included into the agenda of
shareholders’ annual general meeti
Remuneration statement should be put for votin
shareholders’ annual general meeting. The

idNot
repplicable

icy
on

the
ng.

0 in
ote

may be either mandatory or advisory.

Because of the reasons foreseen in

recommendation No. 8.1. the
policy according to which the

remunerat
report g

remuneration would be prepared is not appro

by the Company.

the
on

ved
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8.19. Schemes anticipating remuneration of Not
g applicable

directors in shares, share options or any othét ri

to purchase shares or be remunerated on the basis

of share price movements should be subject to t
prior approval of shareholders’ annual general
meeting by way of a resolution prior to their

ne

adoption. The approval of scheme should be related

with the scheme itself and not to the grant of such

share-based benefits under that scheme to
individual directors. All significant changes in
scheme provisions should also be subject to
shareholders’ approval prior to their adoption; the
approval decision should be made in shareholde

7%

rs

Because of the reasons foreseen in |the
recommendation No. 8.1. the remuneratjon
policy according to which the report 9on
remuneration would be prepared is not approved
by the Company. Nevertheless, the Company
publishes information on the remuneration | of
the members of the Supervisory Board,
Management Board, General Manager and| his
deputies and to the chief accountant |in
Company’s annual reports in accordance with
the legislation. Information on average
remuneration of Company’'s employees is glso

re

annual general meeting. In such case shareholders announced in  Company's website. The
should be notified on all terms of suggested Company does not use schemes under which the
changes and get an explanation on the impact of the directors can be paid with the shares, stpck
suggested changes. selection transactions or other rights to acq
shares, or to be paid by the stock price changes.
8.20. The following issues should be subjectto | Not Because of the reasons foreseen the
approval by the shareholders’ annual general applicable recommendation No. 8.1. the Company does|not
meeting: use schemes under which the directors can be
1) Grant of share-based schemes, including share remunerated with the shares, stock selection

options, to directors;

2) Determination of maximum number of shares
and main conditions of share granting;

3) The term within which options can be exercise
4) The conditions for any subsequent change in
exercise of the options, if permissible by law;

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

transactions or other rights to acquire shares, or
to be paid by the stock price changes.

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

8.22. Provisions of Articles 8.19 and 8.20 should
not be applicable to schemes allowing for
participation under similar conditions to company
employees or employees of any subsidiary
company whose employees are eligible to
participate in the scheme and which has been
approved in the shareholders’ annual general
meeting.

fNot
applicable

to

ke

£S
the
ec
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8.23. Prior to the annual general meeting that is
intended to consider decision stipulated in Article
8.19, the shareholders must be provided an
opportunity to familiarize with draft resolution@n
project-related notice (the documents should be
posted on the company's website). The notice
should contain the full text of the share-based
remuneration schemes or a description of their k
terms, as well as full names of the participants in
the schemes. Notice should also specify the
relationship of the schemes and the overall
remuneration policy of the directors. Draft
resolution must have a clear reference to the
scheme itself or to the summary of its key terms.
Shareholders must also be presented with
information on how the company intends to prov
for the shares required to meet its obligationseun
incentive schemes. It should be clearly stated
whether the company intends to buy shares in th
market, hold the shares in reserve or issue new

D

ones. There should also be a summary on scheme-

related expenses the company will suffer due to
anticipated application of the scheme. All
information given in this article must be posted o
the company’s website.

Principle IX: The role of stakeholders in corporategovernance

The corporate governance framework should recognizghe rights of stakeholders as established by lawnd
encourage active co-operation between companies asthkeholders in creating the company value, jobsnal
financial sustainability. For the purposes of thisPrinciple, the concept “stakeholders” includes invstors,
employees, creditors, suppliers, clients, local canunity and other persons having certain interest irthe

company concerned.

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

Waks
are

9.2. The corporate governance framework shg
create conditions for the stakeholders to partteif
in corporate governance in the manner prescr
by law. Examples of mechanisms of stakehol
participation in corporate governance inclu
employee participation in adoption of certain K
decisions for the company; consulting {
employees on corporate governance and ¢
important issues; employee participation in
company’'s share capital; creditor involvement
governance in the context of the compan
insolvency, etc.

9.3. Where stakeholders participate in the corgg
governance process, they should have acceg
relevant information.

rat
s to

The Company follows all the requireme
foreseen by the law for the stakeholde
opportunities to participate in the managem
of the Company, but any group of intere
having the right to participate in managemen
the Company, determined by the law, is

created yet in accordance with law.

nts
brs
ent

of
hot

Principle X: Information disclosure and transparency

The corporate governance framework should ensure it timely and accurate disclosure is made on all nterial
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information regarding the company, including the fnancial situation, performance and governance of &

company.

10.1. The company should disclose information pn¥es
1) The financial and operating results of the
company;

2) Company objectives;
3) Persons holding by the right of ownership or
control of a block of shares in the company;
4) Members of the company's supervisory and
management bodies, chief executive officer of the
company and their remuneration;
5) Material foreseeable risk factors;
6) Transactions between the company and
connected persons, as well as transactjons
concluded outside the course of the company’s
regular operations;
7) Material issues regarding employees and other
stakeholders;

8) Governance structures and strategy.

in

This list should be deemed as a minimum
recommendation, while the companies are
encouraged not to limit themselves to disclosure of
the information specified in this list.
10.2. It is recommended to the company, which is
the parent of other companies, that consolidated
results of the whole group to which the company
belongs should be disclosed when information
specified in item 1 of Recommendation 10.1]is
under disclosure.
10.3. It is recommended that information on the
professional background, qualifications of the
members of supervisory and management bodies,
chief executive officer of the company should |be
disclosed as well as potential conflicts of intéres
that may have an effect on their decisions when
information specified in item 4 of Recommendation
10.1 about the members of the compary’s
supervisory and management bodies is under
disclosure. It is also recommended that information
about the amount of remuneration received from
the company and other income should be disclosed
with regard to members of the company's
supervisory and management bodies and chief
executive officer as per Principle VIII.
10.4. It is recommended that information about the
links between the company and its stakeholders,
including employees, creditors, suppliers, loral
community, as well as the company’s policy wjth
regard to human resources, employee participdtion
schemes in the company'’s share capital, etc. should
be disclosed when information specified in item 7
of Recommendation 10.1 is under disclosure.

The Company discloses information, provided
in this recommendation, in the reports, in the
annual and interim reports, the Company's
website and Centre of Registers electrgnic
publication, in which the public information of
legal persons are announced, except the report
of remuneration policy determined in VI|I
principle. This report is not prepared in the

Company because of the reasons foreseen in the
article No. 8.1., and it is not approved, as it is

not required by the law. The remuneration for

the members of the Company's Supervisory
Board and of the Management Board|is

determined by the shareholders meeting, but it
has not yet been assigned up to now (all of this
is described in detail in annotation of VIII

recommendations).
The company also is attempting not to disclose
the

information that can affect the price pf
Securities issued by the Company in the
comments, interviews or other means, as long as
such information will be publicly announced [at

the NASDAQ stock exchange OMX Vilnius
used GlobeNewswire dissemination system|on
the Company's website.
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10.5. Information should be disclosed in such a waies
that neither shareholders nor investors |are
discriminated with regard to the manner or scope of
access to information. Information should |be
disclosed to all simultaneously. It is recommended
that notices about material events should | be
announced before or after a trading session on the
Vilnius Stock Exchange, so that all the company’s
shareholders and investors should have equal a¢ccess
to the information and make informed investing
decisions.

The Company simultaneously presents [the
information through the Stock Exchange
NASDAQ OMX, Vilnius used informatiorn
dissemination system GlobeNewswire |in
Lithuanian and English languages as it possiple.
The Stock Exchange NASDAQ OMX, Vilnius
places received information on its website and
in trading system assuring simultanegus
presentation of this information to all. |n
addition, the Company strives to announce [the
information before or after a trading session|on
the Stock Exchange NASDAQ OMX Vinius
and to present it to all the markets in which
there is trade in the Company's stocks at |the
same time. The Company does not provide |the
information which can have an influence on the
price of its issued stocks on comments,
interview and other ways till this information s
publicly announced through the Stock Exchange
NASDAQ OMX Vinius used dissemination
system.

10.6. Channels for disseminating informatio€s
should provide for fair, timely and cost-efficient
in cases provided by the legal acts free of charge
access to relevant information by users. It] is
recommended that information technologies should
be employed for wider dissemination pof
information, for instance, by placing the
information on the company's website. It [is
recommended that information should be published
and placed on the company’s website not only in
Lithuanian, but also in English, and, wheneyer
possible and necessary, in other languages as well.

Company’'s information is published on its
website in Lithuanian.

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

All  the information provided in this
recommendation is placed on the Company's
website, except the information on the changes
in the price of the Company's shares on the
Stock Exchange because this information| is
publicly placed on the Stock Exchange
NASDAQ OMX, Vilnius, website and it can be
reached by all the interested persons.

Principle XI: The selection of the company’s audito

The mechanism of the selection of the company’s aiidr should
conclusion and opinion.

ensure independence of the firm of autlr's

11.1. An annual audit of the company’s finangiafes
reports and interim reports should be conducted by
an independent firm of auditors in order to provjde
an external and objective opinion on the company’'s
financial statements

The set of annual financial statements and| the
annual report of the Company is verified by the
independent audit company.

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

The candidature of the Company's aydit
company for the shareholders meeting if offered
by the Management board in compliance with
the results of the public competitign
implemented in 2010.
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11.3. It is recommended that the company shoulbt
disclose to its shareholders the level of fees paidapplicable
the firm of auditors for non-audit services rendefe

to the company. This information should be also

known to the company’s supervisory board and,

where it is not formed, the company’s board upon

their consideration which firm of auditors to
propose for the general shareholders’ meeting.

The information provided in the

recommendation was not presented to [the

shareholders because the audit company did
provide non-audit services for the Company
the year 2011.
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