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REPORTING PERIOD FOR WHICH THE REPORT WAS PREPARED  
 
The Year 2010.  
 
 
MAIN DATA ABOUT THE ISSUER 
 
Name of the Issuer: 

 
Legal & organizational form:                         
Date and place of registration: 
 
Company code: 
Administrator of Register of Legal 
Persons:  
Authorized capital:  
Registered office: 
Telephone number: 
Fax number: 
E-mail address: 
Website:  

AB Lietuvos Dujos (hereinafter referred to as “the  
Company” or “LD”)  
public company 
23 November 1990, State Enterprise Centre of Registers 
 
120059523  
 
State Enterprise Centre of Registers  
LTL 469,068,254 
Aguonų g. 24, LT-03212 Vilnius, Lithuania  
+370 5 2360210  
+370 5 2360200 
ld@lietuvosdujos.lt 
www.dujos.lt           

 
The vision of the Company is to become the best company in the energy sector. 
 
The mission of the Company is to supply natural gas in a safe and reliable way, so that 
everybody would enjoy a more comfortable life. 
 

We are going to achieve it by: 
 

 being a transparent, reliable and attractive to consumers, socially responsible company; 
 increasing the value of the Company; 
 attracting, sustaining and training the best employees; 
 optimizing costs, ensuring an appropriate return on investment; 
 expanding our activities in new segments; 
 expanding our infrastructure (gas systems);  
 ensuring a high IT, technical and technological level. 

 
 
MAJOR DEVELOPMENTS OF THE REPORTING PERIOD 
 
- On 1 January 2010, new natural gas transmission and distribution service tariffs as well as new 
natural gas tariffs for household customers came into effect. The Board of Directors of the 
Company approved them on 20 November 2009, and the National Control Commission for Prices 
and Energy (hereinafter referred to as “the NCCPE”) approved the tariffs on 26 November 2009. 
 
- On 23 April 2010, the Annual General Meeting of Shareholders of the Company took place at 
which the shareholders approved the proposal of the Board of Directors for the year 2009 to pay 
out dividends in amount of 15.2 Lithuanian cents per share with par value of one litas. The share 
of the profit appropriated to the payout of dividends amounted to LTL 71.1 million. 
 
- On 23 April 2010, the shareholders approved the new wording of the Bylaws of LD. The new 
Bylaws were registered with the Register of Legal Persons on 7 May 2010. 
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- Upon expiry of the term in office of the Board of Directors elected by the shareholders on 18 
April 2007, on 23 April 2010, the Board of Directors was recalled (the members: Dr Valery 
Golubev, Dr Achim Saul, Kirill Seleznev and Joerg Tumat) and a new Board of Directors was 
elected: Uwe Fip, Dr Peter Frankenberg, Dr Valery Golubev, Kirill Seleznev and Romas Švedas. 
Dr V. Golubev became Chairman of the Board of Directors and Dr P. Frankenberg became 
Deputy Chairman of the Board of Directors. 
 
- On 19 May 2010, the Government of the Republic of Lithuania approved the Concept of the Law 
Amending the Law on Natural Gas of the Republic of Lithuania. The Concept reflects the stance 
taken held by the Government Republic of Lithuania on the methods and principles of the 
transposition into the national legislation of the Directive 2009/73/EC of the European Parliament 
and of the Council of 13 July 2009 concerning common rules for the internal market in natural 
gas. 
 
- On 19 May 2010, the Government of the Republic of Lithuania by its resolution entrusted the 
management of the state-owned stake of the Company to the Ministry of Energy of the Republic 
of Lithuania. Until this date, the management of the state-owned stake of the Company had been 
entrusted to the State Property Fund. 
 
- On 20 May 2010, the Board of Directors of the Company approved new natural gas tariffs for 
household customers. On 27 May 2010, the new tariffs were approved the by the NCCPE. The 
new tariffs took effect on 1 July 2010. 
 
- On 2 August 2010, GAZ-SYSTEM S.A. and LD signed a document setting out the principles of 
co-operation of the two companies in carrying out investigation works in preparation for the 
construction of the Poland–Lithuania Gas Interconnector. 
 
- On 13 August 2010, the European Commission approved the grant for the enhancement of the 
throughput capacity of the Lithuania–Latvia Gas Interconnector. The Project is aimed at upgrading 
integration of the gas systems of the Baltic States and creating preconditions for the creation of 
the natural gas market of the Baltic States as well as preparation for the integration into the 
common EU natural gas market. The share of the grant allocated to LD – LTL 10.15 million. 
 
- On 1 October 2010, LD launched an action “Please Assess Our Services”. The month-long 
action was aimed at assessing the quality of the services rendered to customers by LD 
employees, at establishing the strong points and the possible shortcomings of the services 
rendered. 
 
- On 22 October 2010, the NCCPE by its resolution set new adjusted natural gas transmission, 
distribution and supply price caps with effect from 1 January 2011. 
 
- On 19 November 2010, the Board of Directors of the Company set the concrete natural gas 
transmission and distribution service tariffs as well as new natural gas tariffs for household 
customers with effect from 1 January 2011. The NCCPE approved these tariffs on 29 November 
2010. 
 
- On 22 December 2010, the European Commission adopted its final decision regarding rendering 
financial assistance to the Lithuania–Poland Gas Interconnector Business Environment Analysis 
and Feasibility Study. The EU grant to both countries will cover 50% of the value of the study – up 
to LTL 1.47 million.  
 
- On 22 December 2010, the state commission signed the Jauniūnai Gas Compressor Station 
construction completion certificate and the Station was put into operation. 
 
Major development that took place after the expiry of the financial year: 
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In the course of Half 2 of 2010, the Ministry of Energy of the Republic of Lithuania drew up the 
drafts of the Law Amending the Law on Natural Gas and the Law on Implementation of the 
Law on Natural Gas. Following the approval of the drafts by the Government of the Republic 
of Lithuania, on 3 February 2011 they were submitted to the Seimas the Republic of Lithuania 
for deliberation. 

 
All public notifications that in accordance with law are subject to publication in daily newspapers 
were published in the Lietuvos Rytas daily newspaper. Notifications on convening a general 
meeting of shareholders of the Company as well as other material events are posted in 
accordance with procedure established by the Law on Securities of the Republic of Lithuania on 
the Central Database of Regulated Information www.crib.lt and the Company website 
www.dujos.lt. Where shareholders’ holdings entitle them to at least 10% of the total voting rights, 
notifications to such shareholders on convening a general meeting of shareholders are dispatched 
in accordance with procedure established by the Bylaws of the Company. 
 
 
NATURAL GAS BUSINESS ENVIRONMENT 
 
Implementation of the Third Energy Package 
 
On 19 May 2010, the Government of the Republic of Lithuania approved the Concept of the Law 
Amending the Law on Natural Gas of the Republic of Lithuania setting up the guidelines for the 
transposition into the legal basis of the Republic of Lithuania of Directive 2009/73/EC of the 
European Parliament and of the Council concerning common rules for the internal market in 
natural gas (the “Directive”), the so-called Third Energy Package of the EU. The Third Energy 
Package of the EU provides for three models of the unbundling of the natural gas transmission 
and supply activities: Ownership Unbundling (OU), Independent System Operator (ISO) and 
Independent Transmission Operator (ITO). For the EU Member States that rely on a single main 
external supplier (isolated markets), the Directive provides derogation regarding the unbundling of 
the activities for the period until the isolation is eliminated. The Directive provided that the model 
of the unbundling of activities upon making a comprehensive analysis of the current situation shall 
be selected by the Member State at is discretion. The authors of the Concept did not follow the 
provisions on Lawmaking Rules of the Government of the Republic of Lithuania, nor did they take 
into consideration the situation of Lithuania as an isolated gas market or make any study of 
assessment of the possible effects. Moreover, they ignored the resolution of 5 June 2008 of the 
Committee on European Affairs of the Seimas of the Republic of Lithuania and selected 
Ownership Unbundling as the specific model of the transposition of the Directive. The 
shareholders of the Company E.ON Ruhrgas AG and OAO Gazprom have on numerous 
occasions publicly voiced their well-grounded disapproval of the unbundling of the Company 
provided for by the Concept and the non-transparent organization of this process and invited the 
state authorities to have a dialogue, but all such addresses and invitations were ignored. 
 
On the basis of the Concept that was approved by the Government of the Republic of Lithuania, 
the Draft Law Amending the Law on Natural Gas and the Draft Law on Implementation of the Law 
on Natural Gas were prepared. Even though nominally a working group, which included a 
representative of the Company, was set up for the preparation of the draft laws however, 
decisions on principal provisions of the draft law were unilaterally taken by the Ministry of Energy. 
No impact or cost-benefit analysis of the law was made. Following the approval by the 
Government of the Republic of Lithuania, on 3 February 2011 the draft laws were submitted to the 
Seimas of the Republic of Lithuania for deliberation. 
 
The Ministry of Energy interpreted the provisions of the Directive regarding the application of the 
derogation for the isolated Member States with a sole external gas supplier that the derogation for 
the unbundling of activities was not applicable to Lithuania. However, the possibility of the 
application of the derogation to Lithuania has been confirmed by international law experts. 
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Licensing 
 
The Law on Natural Gas stipulates that the activities of natural gas transmission, distribution and 
supply are subject to licensing. The licences are issued and the supervision of the licensed 
activities is executed by the NCCPE. LD has been granted a licence to engage in the natural gas 
transmission activities in all the administrative units of Lithuania. By the natural gas distribution 
licence the Company is granted the right to engage in the gas distribution activities in the territory 
of 41 municipalities (out of 60). The natural gas supply licence grants the Company the right to 
engage in the natural gas supply business in the territory of the Republic of Lithuania. 
 
Pricing system and natural gas tariffs 
 
Natural gas transmission and distribution service tariffs as well as natural gas supply tariffs 
applicable to customers are subject to regulation by the NCCPE. Price caps of the regulated 
tariffs are set for a five-year regulation period and by the NCCPE decision may be adjusted, 
however not more than once per year and exclusively in cases provided for by the Law on Natural 
Gas of the Republic of Lithuania. 
 
On 6 October 2010, the NCCPE approved amended versions of the Natural Gas Transmission 
and Distribution Price Cap Calculation Methodology and the Natural Gas Supply Price Cap 
Calculation Methodology. Despite the fact that according to the regulatory authorities’ prevailing 
international practise, regulatory principles should not be subject to change during the regulation 
period, the NCCPE for a second consecutive year amended the Pricing Methodologies.  When 
setting the adjusted natural gas transmission and distribution and supply price caps with effect 
from 1 January 2011 the NCCPE followed the provisions of the new amended Pricing 
Methodologies. 
 
Concrete natural gas transmission and distribution services tariffs are set by the Company on an 
annual basis. Natural gas tariffs for household customers are set once in every six months. 
 
On 19 November 2010, the Board of Directors of the Company set the concrete natural gas 
transmission and distribution service tariffs as well as new natural gas tariffs for household 
customers with effect from 1 January 2011. The NCCPE approved these tariffs on 29 November 
2010. For the household customers the variable tariff component was lowered by on average 11 
ct/m3. The fixed tariff component was also lowered. 
 
For the non-household customers, natural gas price are subject to monthly recalculations. Natural 
gas import price depends on oil and gasoline prices in international market, the EUR/USD 
exchange rate set by the European Central Bank and actual calorific value of natural gas. Due to 
the developments on the energy resources markets and the currency markets in Half 1 of 2010, 
and in particular due to the significant drop in the value of the euro, since January of 2010, the 
natural gas prices for the non-household customers have been gradually rising. 
 
For more detailed information on the natural gas service tariffs and gas tariffs for household 
customers see the Company website www.dujos.lt. 
 
Market 
 
In 2010, there were five companies importing natural gas into Lithuania: LD, AB Achema, UAB 
Dujotekana, UAB Kauno Termofikacijos Elektrinė and UAB Haupas. In 2010, the total volume of 
natural gas imported into Lithuania via the system operated by LD amounted to 3.1 billion m3 
(2009: 2.7 billion m3). UAB Haupas did not use the Company’s Natural Gas System for its imports 
of natural gas. 
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Breakdown of natural gas imports to Lithuania, 2010
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* Data supplied by UAB Haupas. 
 
In 2010, the following companies supplied natural gas to household and non-household 
customers of Lithuania: LD, UAB Fortum Heat Lietuva, UAB Druskininkų Dujos, AB agro firm 
Josvainiai and UAB Intergas. UAB Dujotekana and UAB Haupas supplied gas only to non-
household customers. 
 
AB Achema and UAB Kauno Termofikacijos Elektrinė imported natural gas for their own needs. 
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RISK MANAGEMENT 
 
The Company has implemented a Risk Management System, which is a constituent part of LD 
activities. The LD Risk Management Process is carried out in accordance with a methodology that 
has been adopted by the Company. The Risk Management working group has been set up at the 
Company to coordinate, monitor and secure the risk management process. The risk management 
activities are aimed at maintaining an adequate business process control level, at minimizing the 
probability of occurrence of events that may cause risks, at minimizing their possible negative 
effects, at ensuring that risks would not exceed the levels acceptable to LD and at implementing 
the Company’s objectives. 
 

99% 
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The LD Risk Management Process comprises the following steps: risk identification; risk analysis, 
assessment and establishing the risk control measures; developing the Risk Management Action 
Plan and implementation of measures of the Plan; monitoring and supervision of the Risk 
Management Process. 
 
In pursuing its business activities, the Company is confronted with the following main risks: the 
legal regulation-related risk, the competition-related risk, the credit risk, the natural gas import 
price fluctuation risk, the technival-related risk. 
 
The information on the gas import price fluctuation risk, the credit risk and other financial risks is 
presented in the AB Lietuvos Dujos Consolidated and Parent Company’s Financial Statements for 
the year ended 31 December 2010 (note 25). 
 
The legal regulation-related risk  
 
The legal regulation-related risk is linked to the unfavourable changes in the legal environment 
and the decisions of the regulatory authorities. 
 
The core activities of the Company, i.e. the natural gas transmission, distribution and supply, are 
subject to licensing and regulation by the State. The frequent changing of the applicable legal 
provisions and regulatory regime creates uncertainty of the business environment, thus 
aggravating the Company’s relations with its customers and impeding its ability to plan for long-
term.  
 
The Company spares no effort to maintain constructive relations with the regulatory authorities 
and to take an active part in the legal act drafting process. 
 
The competition-related risk 
 
In its activities the Company faces competition both in the Natural Gas Sector, and in the Fuel 
(Energy) Sector. 
 
In the Natural Gas Supply Sector, LD competes with other companies supplying natural gas. The 
Draft National Energy Strategy (Energy Independence Strategy) (the “NES”) provides for the 
construction by the year 2014 a LNG Terminal Facility which will provide opportunities for the 
diversification of natural gas imports. 
 
In the Fuel (Energy) Sector, LD competes with suppliers of alternative fuels: heavy fuel oil, 
orimulsion, bio fuel. The NES provides for the increase of the share of renewable fuels in the 
primary fuel market at the expense of the fossil fuels (mainly at the expense of natural gas). Also 
LD competes with the heat, power, and other energy companies operating in this sector (the end 
consumers of heating except the ones using the district heating service may choose among a 
variety of ways of heating and energy suppliers). A vast majority of the largest heat and power 
producing natural gas customers have dual-fuel systems and may use these alternative fuels 
replacing natural gas without any additional investments. The general economic situation of the 
country also impacts the Company’s sales volumes, gas system development and, respectively, 
the Company’s performance. 
 
In order to retain and expand its market share, to secure safe natural gas supplies to consumers, 
to meet the customer service quality standard requirements that have been set, the Company 
continuously implements gas system development projects, continuously carries out gas system 
maintenance, repair and modernization works, improves its sales and marketing strategies, 
carries out market research, upgrades its customer service and implements a consistent 
programme for business process optimization and cost-cutting, LD consistently follows the 
principles of transparency and fair competition in its business activities. 
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The technical-related risk 
 
One of the main objectives of the Company consists in ensuring the safety and reliability of its gas 
systems. The Company is implementing this objective by: 

 acting in strict compliance with the provisions of applicable legal acts, the applicable 
construction, operation and maintenance rules, work execution procedures; 

 monitoring the technical condition of the gas systems and eliminating any defects that are 
established; 

 improving the management of the operation and maintenance processes, improving the 
organization of the maintenance and engineering supervision; 

 expanding the application of the state-of-the-art information technologies; 
 ensuring a high technical and technological level of the gas systems; 
 ensuring an adequate level of preparedness for accidents, emergencies and extreme 

situations; 
 informing the public about the rules of safe behaviour in the vicinity of gas pipelines and 

measures for ensuring safety of gas consumption; 
 investigating, analysing malfunctions, assessing the possible risks of accidents or 

malfunctions and planning and implementing respective preventive measures; 
 attracting, developing/training and retaining the necessary staff, ensuring their adequate 

competence levels. 
 
 
MAIN FEATURES OF THE GROUP’S INTERNAL CONTROL AND RISK MANAGEMENT 
SYSTEMS RELATED TO DRAWING UP CONSOLIDATED FINANCIAL STATEMENTS  
 
The Group’s consolidated financial statements are prepared in accordance with the International 
Financial Reporting Standards (IFRS). To ensure that consolidated financial statements are 
prepared correctly and timely, AB Lietuvos Dujos has approved the Accounting Policies and 
Procedures Manual which regulates the principles, methods, and rules of accounting and 
preparation and presentation of consolidated financial statements. 
 
 
FINANCIAL PERFORMANCE 
 
Group’s key performance indicators 
  2010  2009  2008  

Performance indicators 

Volume of transmitted natural gas, M m3 3,068.8 2,681.4 3,197.0 
Volume of natural gas transit, M m3 1,387.2 1,197.3 1,256.7 
Volume of distributed natural gas, M m3 1,167.9 1,030.9 1,082.7 
Volume of natural gas sales, M m3 1,546.0 1,150.9 1,223.3 
Number of customers, that have concluded natural gas supply agreements as of the end of the 
year, thousand pcs 
Household customers 546.2 544.2 541.6 
Non-household customers 5.8 5.7 5.6 

Length of operating gas pipelines, thousand km 

Transmission pipelines 1.9 1.9 1.8 
Distribution pipelines 8.1 8.1 7.9 
Employees 
Average number of employees  1,750 1,787 1,821 
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Group’s key financial indicators 
 2010 2009 2008 

Financial results 
Sales, M LTL 1,746.8 1,264.3 1,555.4 
Earnings before interest, taxes, depreciation and amortization  
(EBITDA), M LTL 245.2 214.8 162.0 

Profit from operations, M LTL 146.2 117.1 67.6 
Profit before tax, M LTL 148.9 120.1 73.3 
Net profit, M LTL 159.5 94.8 64.2 
Net cash flows from operating activities 265.6 173.8 227.7 

 
Investments, M LTL 178.5 139.8 123.3 
Assets at the end of the year, M LTL 2,709.6 2,551.2 2,529.3 
Equity at the end of the year, M LTL  2,079.6 1,991.2 1,882.3 
Net financial debt -110.1 -79.2 -77.6 

 
Profitability ratios 
EBITDA margin, % 14.0 16.9 10.4 
Profit from operations margin, % 8.4 9.2 4.3 
Profit before tax margin, % 8.5 9.5 4.7 
Net profit margin, % 9.1 7.5 4.1 
Average return-on-assets ratio (ROA), % 6.1 3.7 2.6 
Average return-on-equity ratio (ROE), % 7.8 4.9 3.4 
Return on capital employed (ROCE), % 7.0 5.9 3.6 
 

Liquidity  

Overall liquidity 1.3 1.3 1.2 
Quick ratio 1.1 1.1 1.0 
 
Leverage 
Equity to asset ratio, % 76.8 78.1 74.4 
Financial debt to equity ratio, % 0.3 0.4 0.6 
Net financial debt to equity ratio, % -5.3 -4.0 -4.1 
 

Market value ratios  

Price-earnings ratio (P/E) 7.41 10.50 9.21 
Basic earnings per share, LTL  0.34 0.20 0.14 
Dividend payment ratio, % 75.2 75.0 70.1 
Dividends per share for the current year, LTL 0.26 0.15 0.10 

 
 
The consolidated financial statements for 2010 prepared by the Company also include the 
financial results of its subsidiary UAB Palangos Perlas. The overview of the financial results of AB 
Lietuvos Dujos Group (hereinafter referred to as “the Group”) is presented below. 
 
Revenues 
 
In 2010, the revenues of the Group compared with 2009 increased by 37.9% (LTL 481.1 million) 
and amounted to LTL 1,751.6 million. The largest part of the revenues (99.7%) composed the 
sales. 
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The 38.2% increase in the sales was determined by the significant increase in the gas sales 
volumes and a respective increase in the natural gas transportation volumes. Gas supply and 
transportation volumes were higher because of the lower, compared with the same period of 
2009, weather temperatures during the heating season (especially in January and December) 
which resulted in increase in demand for natural gas as a primary fuel for heat production. There 
was also an increase in demand for natural gas for electricity production after decommissioning of 
the Ignalina Nuclear Power Plant. 
 
Revenue from the supply activity, compared to 2009, increased by 46.5%, and revenue from the 
transportation activity increased by 12.7%. 
 

Sales structure, 2010

Other
0.1%

Transportation
19.9%

Supply
80.0%

 
 
Expenses 
 
In 2010, the Group’s expenses compared to 2009 increased by 39.2% (LTL 452.0 million) and 
amounted to LTL 1,605.4 million. The growth of expenses was determined by the increase in cost 
of natural gas by 49.1% (LTL 442.0 million). The increase of expenses was determined by higher 
gas sales volumes and higher natural gas import price. In the total expenses breakdown, cost of 
natural gas accounted for 83.7%. 
 
In 2010, the remaining relatively fixed costs accounted for 16.3% of the total expenses and 
increased by 3.9%. The largest growth was in the repairs and maintenance expenses as a result 
of the higher scope of these works, taking into account the aging of the current gas systems and 
in connection with the putting into operation of the new major gas infrastructure facilities. The 
Company continued with the implementation of a strict cost-saving and operational efficiency 
raising policies. 
 

Structure of expenses, 2010
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Activity results 
 
The significant increase in gas supply and transportation volumes determined the increase in 
profit before tax from LTL 120.1 million in 2009 to LTL 148.9 million in 2010. Earnings before 
interest, taxes, depreciation and amortization (EBITDA) in 2010 increased accordingly by LTL 
30.4 million (14.1%) and amounted to LTL 245.2 million (2009: LTL 214.8 million). 
 
In 2010, the Company continued investing sizeable amounts into the construction of new gas 
systems, reconstruction of gas systems and modernization. Only the investments of the past two 
years amounted to over LTL 300 million. The Company’s financial statements of 2010 also reflect 
the income tax exemption for investments provided for by the Law on Income Tax (LTL 33.0 
million) which significantly improved the financial result. Accordingly, the net profit for 2010, 
including the income tax exemption, also increased and amounted to LTL 159.5 million (2009: 
LTL 94.8 million). The growth of the net profit was also impacted by the lower income tax rate 
than in 2009. 
 
The Company is one of the biggest tax payers in Lithuania. According to the State Tax 
Inspectorate data in 2010 LD was fourth-biggest tax payer. Over the past 5 years, the tax amount 
paid by the Company to the state and the municipality budgets and the state social security fund 
totalled LTL 1.4 billion. Out of it, dividends to the state, which controls 17.7% of the Company’s 
shares, amounted of LTL 40 million. 
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Investments 
 
Since the privatization back in 2002, the Company has invested into the construction of new gas 
systems, into the reconstruction of the systems and modernization total amount exceeding LTL 1 
billion.  
 
In 2010, the Group’s investments increased by 27.7% or by LTL 38.7 million compare with 2009 
(from LTL 139.8 million to LTL 178.5 million). Investments into new gas system construction 
objects amounted to 72.5% of the total investment funds, and the remaining part (27.5%) was 
allocated to investments into the reconstruction of gas systems and modernization. The 
construction of the Jauniūnai Gas Compressor Station was completed in 2010. This object that 
was included in the National Energy Strategy was the most sizeable investment into the natural 
gas sector since regaining independence. In 2010, the investments in this project amounted to 
LTL 120.8 million (in previous years: LTL 74.8 million). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Assets 
 
Over the year 2010, the value of assets increased by 6.2% (LTL 158.4 million) and at the end of 
the year amounted to LTL 2,709.6 million. 
 
As of end of the year 2010, the non-current assets amounted 87.4%, the current assets - to 
12.6% of the total assets of the Group. 
 
Over the year 2010, the value of the non-current assets increased by 3.4% (LTL 77.6 million) due 
to the sizeable investments into gas system development and into reconstruction of the gas 
systems and modernization. The value of the current assets increased by 31.0% (LTL 80.8 
million) mainly due to the higher trade receivables as a result of the increase in gas imports prices 
and gas sales volumes at the end of the year. 
 
Equity and liabilities  
 
The Group’s equity increased by 4.4% (LTL 88.4 million) and at the end of the year 2010 
amounted to LTL 2,079.6 million. The Group’s equity to asset ratio at the end of the reporting 
period stood at 76.7%. 
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Liabilities increased by 12.5% (LTL 70.0 million) and at the end of the year 2010 amounted to LTL 
630.0 million. This increase was mainly impacted by the increase in the trade payables which 
came as a result of the higher natural gas imports price and the higher volumes of natural gas 
purchased. 
 
Over the year 2010, the financial debt of the Group decreased by 25.0% (LTL 2.1 million) and at 
the end of the period amounted to LTL 6.4 million. 
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Cash flows 
 
The Group’s cash flows from the operating activities increased by LTL 91.8 million (52.8%) and 
amounted to LTL 265.6 million. 
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More detailed information on the financial results of the Group, see the Consolidated and Parent 
Company’s Financial Statements for the year ended 31 December 2010. 
 
 
RESEARCH AND DEVELOPMENT ACTIVITIES 
 
Due to the nature and specificity of the Company’s business activities, a lot of attention has been 
devoted to the research into diagnostics (intelligent pigging) of natural gas pipelines, technical 
condition of gas facilities, environment protection, market development, and other activities in 
which LD is engaged. 
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In co-operation with the Polish Gas Transmission System Operator GAZ-SYSTEM S.A. the 
possibilities of interconnection of the gas transmission systems of the two countries are being 
explored, the European Commission’s financial assistance has already been granted for the 
Interconnector’s pre-project research: analysis of the business environment and preparation of the 
feasibility study. In co-operation with the Latvian gas company Latvijas Gaze A/S works have 
been started for the intelligent pigging procedures aimed at checking the condition of the gas 
pipeline links between Lithuania and Latvia. 
 
With the assistance of German experts, examination of the cathodic protection solutions for the 
gas transmission pipelines has been carried out and recommendations have been presented for 
the improvement of the efficiency of the cathodic protection system. Lithuanian scientists were 
contracted to establish the levels of activity of the sulphate reducing bacteria in the vicinity of gas 
transmission pipelines, and to assess the impact of cold on the pressure regulators.  
 
On the basis of the results of the research, the reconstruction and modernization activities of the 
Company’s natural gas systems is being organized and investment projects for market 
development are being drawn up and implemented. 
 
 
BUSINESS PLANS AND FORECASTS 
 
It is forecast that in 2011 the natural gas volume transmission to the customers of Lithuania via 
the Gas Transmission System of LD will amount to approximately 3.0 billion m3, i.e. will be 
comparable to the respective indicator of 2010. 
 
In 2011, the Company plans to connect approximately 1.6 thousand new customers, but this 
number might be corrected by the developments in the economic situation of Lithuania. In 2011, 
the Company’s investments into the construction of new gas systems are planned at a lower level 
compared to the ones of 2010, because of objective reasons: the year 2010 marked the 
completion of the construction of the Jauniūnai Gas Compressor Station, the largest investment 
into the natural gas sector since regaining independence. 
 
In 2011, the construction of the Jurbarkas-Klaipėda section of the Šakiai-Klaipėda Gas 
Transmission System is planned to be started. In all, three investment projects are planned to be 
implemented, the completion of the construction of the gas pipeline is scheduled for 2012. The 
projects have been included into the plans of measures of the Lithuanian National Energy 
Strategy. 
 
The Company will continue with the implementation of the projects directed towards raising the 
efficiency of operations and cost-optimization. Organizational management structure will be 
further improved, taking into account the applicable provisions of the EU law. An especially large-
scale analysis and Impact Study will have to be made with a view to a proper preparation for the 
transformation of the Third Energy Package to Lithuania's circumstances and for the preparation 
of a respective action plan. 
 
 
MANAGEMENT OF THE COMPANY 
 
Information on the observance of the Code of Governance 
 
The Company has disclosed the information regarding the observance of the provisions of the 
Code of Governance. All the information is available at the Company website www.dujos.lt and 
the Central Database of Regulated Information www.crib.lt. 
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Shareholders and shares 
 
The authorized capital of the Company consists of 469,068,254 fully paid ordinary registered 
shares with par value of LTL 1 each. In 2010, the par value of shares, the value of the authorized 
capital and the structure of shareholders did not change. 
 
AB Lietuvos Dujos shares entitle to equal property and non-property rights. In accordance with the 
Bylaws of LD, decisions on issuing new shares and on acquisition of own shares may be adopted 
exclusively by a resolution of the General Meeting of Shareholders of LD. 
 

Structure of LD shareholders as of 31 Dec 2010

38.9%

37.1%

6.3%
17.7%

OAO Gazprom (Russia)
E.ON Ruhrgas International GmbH (Germany)
Ministry of Energy of the Republic of Lithuania
Small shareholders

 
 

Shareholder Number of shares held, pcs / share in the 
authorized capital, LTL 

E.ON Ruhrgas International GmbH (Germany) 182,534,384
OAO Gazprom (Russia)  173,847,696
Ministry of Energy of the Republic of Lithuania 83,030,367
Small shareholders 29,655,807

Total: 469,068,254
 
E.ON Ruhrgas International GmbH (till 2010 was E.ON Ruhrgas International AG) is a holding 
company which is a part of concern E.ON AG.  E.ON AG is one of the world’s largest electricity, 
gas, utility and renewable energy companies. 
 
OAO Gazprom is a global energy company engaged in geological exploration, production, 
transmission, storage, processing and marketing of gas and other hydrocarbons, as well as 
production and supply of electricity and heat power. Gazprom possesses the world’s largest 
confirmed natural gas reserves. 
 
By Resolution of the Government of the Republic of Lithuania as of 19 May 2010, the function of 
holding the state-owned stake of LD was entrusted to the Ministry of Energy of the Republic of 
Lithuania. Till that date the state-owned stake of LD was held by the State Property Fund. 
 
AB Lietuvos Dujos has not acquired its own shares and in 2010 it did not make any transactions 
related either to the acquisition or disposal of its own shares. 
 
As of 31 December 2010, LD was controlled by 2,640 shareholders holding its shares by the right 
of ownership; the majority of which were small shareholders. 
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The shareholders of AB Lietuvos Dujos E.ON Ruhrgas International GmbH, OAO Gazprom and 
the Ministry of Energy of the Republic of Lithuania have the controlling interest and have a casting 
vote when taking decisions at the General Meeting of Shareholders. The aforesaid major 
shareholders have concluded a shareholders’ agreement setting out the shareholders’ common 
aims related to AB Lietuvos Dujos activities and management. The agreement is confidential. 
 
The Company’s shareholders E.ON Ruhrgas International GmbH, OAO Gazprom and the Ministry 
of Energy of the Republic of Lithuania are not subject to any securities disposal restrictions except 
the ones provided for in the shares purchase–sale (privatization) agreements. 
 
To the best of the Company’s knowledge, there exist no shareholders arrangements that might 
serve as grounds for the securities disposal restrictions and/or voting right restrictions except the 
arrangements made in the shares purchase–sale (privatization) agreements and the 
shareholders’ agreement. 
 
There exists one important agreement in which the Company is involved as a party and that 
would be changed or discontinued should there occur a change in the Company’s control. The 
agreement is confidential. 
 
Data about trading in the Issuer’s securities on the regulated markets 
 
The Company’s shares are traded on the regulated market, they are quoted on the Main List of 
the stock exchange NASDAQ OMX Vilnius. 
 
Main data about LD shares 
ISIN code LT0000116220 
Abbreviation LDJ1L 
Number of shares (pcs) 469,068,254 
 
As of 22 November 2010, the euro became the only trading and clearing currency at the stock 
exchange NASDAQ OMX Vilnius. From this date, the price per share, the trade turnover and 
other indicators are announced and listed exclusively in euro. 
 
In 2010, the turnover of the trading in LD shares amounted to LTL 17.8 million (2009: 
LTL 12.5 million). Through the transactions that were concluded, 7,958,560 shares were disposed 
(2009: 8,091,695). 
 
In 2010, for a second consecutive year, the Baltic States stock market recorded a rise. Among the 
three Baltic States, the most notable rise was in the capitalization of the companies listed at the 
stock exchange NASDAQ OMX Vilnius. It showed an increase of 31.1% (2009: 23.5%) and the 
value of LD shares showed an increase of 20.0% (2009: 62.8%). As of 31 December 2010, LD 
capitalization amounted to 8.1% of the capitalization of the companies listed at the stock 
exchange NASDAQ OMX Vilnius. 
 
Share price dynamics at NASDAQ OMX Vilnius, 2007-2009 
 Period 
 2010  2009  2008 
Highest price per share, LTL 2.555 2.770 3.650 
Lowest price per share, LTL 1.970 0.890 1.010  
Weighted average price per share, LTL 2.232 1.550 2.080 
Price per share as of end of the period, LTL 2.521 2.100 1.290  
Capitalization as of end of the period, M LTL 1,182.3 985.0 605.1 
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LD share price and  turnover, 2008-2010
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OMX Vilnius index is a total shares return index which includes all the shares listed on the Main 
and Secondary lists on the Vilnius stock exchange. This index does not include the share prices 
of the companies where one shareholder controls 90% or more of the shares issued. The aim of 
the index is to reflect the current status and changes on the Vilnius securities market. 
 

Value changes of LD share price and OMX Vilnius index, 2008-2010
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Dividends 
 
In recent years, LD has been pursuing a consistent dividend payout policy and every year it 
appropriates part of the profit to the payout of dividends. Considering the good performance of the 
Company for the year 2010, it is appropriated for dividends a total amount of LTL 120.0 million, or 
25.6 Lithuanian cents per share (2009: LTL 71.1 million, or 15.2 cents per share). 
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LD announced dividends and dividends per net profit and share
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Agreements with intermediaries of public trading in securities 
 
On 26 November 2003, LD concluded an agreement with AB Bankas Finasta regarding the 
accounting of securities issued by the Company and provision of services related to securities 
accounts. 
 
Particulars of AB Bankas Finasta  
Company code 122570630 
Financial broker’s licence No A087 (issued by Securities Commission of the 

Republic of Lithuania ) 
Registered office Maironio g. 11, Vilnius, Lithuania 
Telephone No  1813 
E-mail info@finasta.lt  
Website www.finasta.lt 

 
Management structure 
 
The Company is a vertically integrated enterprise. The Company acts pursuant to the Law on 
Companies of the Republic of Lithuania, the Law on Securities of the Republic of Lithuania, the 
Bylaws of the Company as well as other applicable legal acts of the Republic of Lithuania. The 
competence of the General Meeting of Shareholders of the Company, the shareholders rights and 
their implementation procedure are as prescribed by the Law on Companies and the Bylaws of 
the Company. 
 
From 1 January 2008, the Company implemented the functional separation of the gas 
transportation and supply activities. 
 
The Company has five natural gas distribution branches in regions of Lithuania: Vilnius, Kaunas, 
Klaipėda, Šiauliai and Panevėžys. 
 
On 23 April 2010, the shareholders approved the new wording of the Bylaws of LD. On 7 May 
2010, the new Bylaws were registered with the Register of Legal Persons. The Bylaws of the 
Company provide for a possibility of amending the Bylaws by a decision of a general meeting of 
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shareholders taken by a majority vote that has to be no less than 2/3 of all the votes carried by the 
shares held by the shareholders attending the general meeting of shareholders. 
 
The Bylaws provide for the following governing bodies: 
- The Board of Directors, 
- The Chief Executive Officer – General Manager. 
 
According to the Bylaws, the Company’s Board of Directors consists of 5 (five) members elected 
for a period of three years in accordance with procedure provided for in the Law on Companies of 
the Republic of Lithuania. Members of the Board of Directors elect the Chairman of the Board of 
Directors. The Chairman of the Board of Directors and his Deputy are elected for a period of two 
years by rotation. Members of the Board of Directors may be re-elected for another term. The 
powers of the Members of the Board of Directors and the fields of activity of the Chief Executive 
Officer of the Company are as prescribed by the Law on Companies and the Bylaws of the 
Company, there are no exceptions with regard to any powers of the Members of the Board of 
Directors or the Chief Executive Office subject to additional notification. 
 
In accordance with the Law on Audit, since 2009, the Company has an Audit Committee in place. 
The authority, powers and duties of the Audit Committee are as provided for by the regulations of 
the formation and activities of this supervisory body of the Company and are in compliance with 
legal provisions. The term of office of the Audit Committee coincides with the term of office of the 
Board of Directors by which the members of the Audit Committee were nominated. The main 
functions of the Audit Committee consist in the analysis of the correctness of the accounting 
methods applied by the Company, in monitoring the independence of the external audit company 
and the audit process, in the analysis of the efficiency of the internal control, the internal audit and 
the risk management systems. 

 
Organization Chart 
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Composition of the Board of Directors from 22 April 2009 till 23 April 2010: 
No Full name Position title Start and end of term 

Members of the Board of Directors: 
1. Dr Valery Golubev Chairman of the Board of Directors  April 2007–April 2010 

2. Dr Achim Saul Deputy Chairman of the Board of 
Directors April 2008–April 2010 

3. Vladas Kazimieras 
Gagilas* Member of the Board of Directors April 2007–April 2010 

4. Kirill Seleznev Member of the Board of Directors April 2007–April 2010 
5. Joerg Tumat Member of the Board of Directors April 2009–April 2010 
* Resigned since the 1st of July, 2009. 
 
Composition of the Board of Directors from 23 April 2010: 
No Full name Position title Start and end of term 

Members of the Board of Directors: 
1. Dr Valery Golubev Chairman of the Board of Directors*  April 2010–April 2013 

2. Dr Peter Frankenberg Deputy Chairman of the Board of 
Directors* April 2010–April 2013 

3. Uwe Fip Member of the Board of Directors April 2010–April 2013 
4. Kirill Seleznev Member of the Board of Directors April 2010–April 2013 
5. Romas Švedas Member of the Board of Directors April 2010–April 2013 
* Chairman of the Board of Directors and his Deputy are elected by rotation for a two-year term. 
 
In 2010, tantiemes totalling LTL 490.0 thousand were disbursed to the members of the Board of 
Directors, i.e. on average LTL 98.0 thousand per member of the Board of Directors. 
 
Information on the start and end of the term of the Audit Committee 

No Full name Position title Place of 
employment 

Start and end of term 

Audit Committee: 

1. Juozas Kabašinskas Independent member 

UAB JK GĖRIMŲ 
NAMAI, 
UAB JKP Namai, 
J.Kabašinskas 
Consultancy 

April 2009 – April 2010; 
April 2010 – April 2013  

2. Daiva Petrovienė Member AB Lietuvos Dujos April 2009 – April 2010  

3. Agnė Žičiūtė Member  AB Lietuvos Dujos April 2010 – April 2013  

 
Information on the start and end of the term of the top executives:  

No Full name Position title Start and end of term  

Top executives: 

1. Viktoras Valentukevičius General Manager April 2007 – April 2010; 
April 2010–April 2013 

2. Dr Joachim Hockertz Deputy General Manager – Director of 
Commerce From 1 July 2002  

3. Jonas Janiulionis Deputy General Manager – Technical 
Director  From 13 September 2002  

4. Vladimir Obukhov Deputy General Manager – Director for 
Gas Purchase  From 3 May 2004 
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5. Giedrė Glinskienė Deputy General Manager – Chief 
Financial Officer 

April 2007 – April 2010; 
April 2010 – May  2010; 
From 7 May 2010  
(open ended contract) 

 
In 2010, payouts to the top executives of the Company totalled LTL 2,411.9 thousand, i.e. on 
average LTL 482.4 thousand per top executive. 
 
Participation of members of the governing bodies in the authorized share capital:  

Participation in the capital of the 
Issuer 

Full name Position title Share of the 
authorized 
capital held, % 

Share of the 
voting rights 
held, % 

Board of Directors (as of 31 December 2010) 
Dr Valery Golubev Chairman of the Board of Directors – – 

Dr Peter Frankenberg Deputy Chairman of the Board of 
Directors – – 

Uwe Fip Member of the Board of Directors – – 

Kirill Seleznev Member of the Board of Directors – – 

Romas Švedas Member of the Board of Directors – – 

Audit Committee (as of 31 December 2010) 

Juozas Kabašinskas Independent member – – 

Agnė Žičiūtė Member  0.000 0.000 

 
Top executives (as of 31 December 2010) 

Viktoras Valentukevičius Chief Executive Officer –  
General Manager 

0.013 0.013 

Dr Joachim Hockertz Deputy General Manager – Director of 
Commerce 

– – 

Jonas Janiulionis Deputy General Manager – Technical 
Director  

0.001 0.001 

Vladimir Obukhov Deputy General Manager – Director for 
Gas Purchase – – 

Giedrė Glinskienė Deputy General Manager – Chief 
Financial Officer – – 

 
Subsidiary 
 
AB Lietuvos Dujos has one subsidiary, UAB Palangos Perlas. 100% of UAB Palangos Perlas 
shares are held by AB Lietuvos Dujos. The main areas of UAB Palangos Perlas activities: hotel 
and other board and lodging services, organization of seminars and conferences. 
 
Main data about UAB Palangos Perlas  
Legal & organizational form private company 
Date and place of registration 19 January 1998, State Enterprise Centre of 

Registers 
Company code 152681177 
Registered office Gintaro g. 36, Palanga, Lithuania 
Telephone number +370 460 52441 
Fax number +370 460 48250 
E-mail address info@zydrojiliepsna.lt  
Website www.zydrojiliepsna.lt    
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In 2010, the authorized capital of UAB Palangos Perlas did not change. It is comprised of 
9,703,763 ordinary registered shares with par value of LTL 1 (one) each. According to the audited 
financial statements, in 2010, UAB Palangos Perlas incurred a loss of LTL 0.2 million (2009: loss 
of LTL 0.1 million). In 2010, the average number of employees totalled 23 (2009: 26 employees).  
 
Transactions of associated parties 
 
The information is presented in the AB Lietuvos Dujos Consolidated and Parent Company’s 
Financial Statements for the year ended 31 December 2010 (note 26). 
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The Company’s Natural Gas Transmission and Distribution System 
 

 
 

 Gas transmission pipelines   Gas distribution stations (projected) 

 Major gas distribution pipelines  
Major towns connected to the natural gas 
system 

 Gas metering stations  Towns connected to the natural gas 
system 

 Gas compressor stations  Towns not connected to the natural gas 
system 

 Gas distribution stations  Gas pipelines (projected) 

   Gas system controlled by other 
companies 

 
Core business activity of the Company: 
- Transmission: transmission of natural gas via gas transmission system mostly comprised of 
high-pressure pipelines, except for the production process pipeline network and part of the high-
pressure gas pipelines mainly used for the local distribution of natural gas, designed for the 
delivery of natural gas to consumers, except for gas supply. 
- Distribution: distribution of natural gas via gas distribution pipelines except for the supply. 
- Supply: gas selling and/or reselling to customers and gas delivery to the system. 
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TRANSMISSION OF NATURAL GAS 
 
In 2010, the volumes of natural gas transmitted via the transmission system totalled 3,068.8 
million m3. Compared to 2009, the natural gas transmission volumes increased by 14.4%. The 
increase in the natural gas supply and transportation volumes was determined by the lower, 
compared with the same period of 2009, weather temperatures during the heating season 
(especially in January and December) and the growth in gas demand for electricity production in 
the wake of the decommissioning of the Ignalina Nuclear Power Plant. 
 

Natural gas transmission volumes, MCM
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Natural gas transmission to the customers structure, MCM 
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Transit 
 
In 2010, the natural gas transit volumes to the Kaliningrad Region of Russian Federation totalled 
1,387.2 million m3, which represents an increase of 15.9% y/y. In 2010, an agreement was 
reached on higher gas transit volumes and on more favourable contractual terms. 
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Assets and expenses of transit activity, according to the legal acts, have been unbundled from the 
regulated gas transmission activity since 2005. The price of natural gas transmission for the 
Lithuanian consumers is not influenced by transit activity. 
 

Transit of natural gas to Kaliningrad Region of RF, MCM
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Investments in the transmission system 
 
In 2010, investments into the construction of new transmission systems and pipeline system 
development totalled LTL 121.1 million (2009: LTL 78.3 million). 
 
The year 2010 marked the completion of the implementation of the construction project that was 
included in the Lithuanian National Energy Strategy action plans – the Jauniūnai Gas Compressor 
Station (hereinafter referred to as the “GCS”) in Širvintos District. It is the largest investment in the 
natural gas sector since regaining independence. The Jauniūnai GCS engineering design works 
were started back in 2007. In 2008, a contract for the supply of the main technological equipment 
was concluded with the manufacturer MAN Diesel & Turbo SE (previously called MAN Turbo AG, 
Germany). At the end of the year 2009, the construction works were started, and on 22 December 
2010, the state commission signed the Jauniūnai GCS construction works completion certificate. 
The Jauniūnai GCS was equipped with 3 gas compressor units, other technological equipment 
and related facilities. The construction of this GCS is an integral part of the plan of measures of 
the Lithuanian National Energy Strategy. The Jauniūnai GCS is of great strategic importance in 
securing an adequate level of reliability of natural gas supplies to natural gas consumers of 
Lithuania, in fulfilling LD gas transit obligations, also in developing regional co-operation. 
 
Investments in the reconstruction of the gas transmission system totalled LTL 27.7 million (2009: 
LTL 19.4 million). With a view to promoting the development of the internal market of the Baltic 
States and with a view to enhancing the throughput capacity of the Lithuania–Latvia 
Interconnector, In Quarter 4 of 2009 a joint Lithuanian–Latvian project was launched, for the 
implementation of which a 50% EU co-financing has been already approved. The project is 
scheduled for completion in 2013. 
 
In 2010, the most sizeable investments were allocated to the reconstruction of gas transmission 
pipelines. Works for the replacement of the line block valve units of the Riga–Panevėžys Gas 
Transmission Pipeline and the Panevėžys–Vilnius Gas Transmission Pipeline were carried out. 
This reconstruction opened up a possibility to continue the gas pipeline cleaning procedures that 
had been started back in 2009 in preparation of the pipeline for the internal diagnostics (intelligent 
pigging). As part of the preparation of the gas pipelines for the intelligent pigging procedures, four 
additional intelligent pig launchers and receivers were installed: on the Vilnius–Kaunas and on the 
Kaunas–Šakiai Gas Transmission Pipelines as well as on the gas pipeline branch to the Utena 



АB LIETUVOS DUJOS CONSOLIDATED ANNUAL REPORT 2010 27

Gas Distribution Station (hereinafter referred to as the “GDS”). Equipment has been procured that 
is necessary for the modernization of seven line block valve units including the bypass lines. The 
reconstruction of these line block valve units is scheduled for completion in 2012. 
 
The reconstruction of the gas distribution stations is being continued. At present, out of the 65 gas 
distribution stations, 54 gas distribution stations are either brand new or have been subjected to 
radical modernization. In 2010, we reconstructed the Pasvalys GDS and the Rudamina GDS. The 
capacity of the Rudamina GDS gas been significantly enhanced. The natural gas supplies 
reliability to the town of Vilnius has been significantly enhanced. In 2010, we started the 
reconstruction of two more major gas distribution stations: the Elektrėnai GDS and the Girininkai 
GDS. These reconstruction works are scheduled for completion in 2011 and 2012, respectively. 
 
The Panevėžys Gas Compressor Station, which has been in operation since 1974, has been 
subjected to the following reconstruction works: modernization of the technological water and 
electricity supply systems, renovation of the actuators of the valves of the GCS connection to the 
gas transmission pipeline; also other modernization works have been started. 
 
In 2010, works for the renovation of the gas transmission system’s cathodic protection, telemetry, 
SCADA and telecommunications systems were carried out. 
 
Maintenance of the transmission system 
 
With a view to enhancing the reliability, efficiency and safety of the transmission pipelines 
operations we executed all the gas repair and maintenance works that had been scheduled for 
the period. 
 
In co-operation with Latvijas Gaze A/S we continued the works for cleaning and preparation for 
the intelligent pigging procedures of the Riga–Panevėžys and the Panevėžys–Vilnius Gas 
Transmission Pipeline. 
 
On the Vilnius–Kaunas Gas Transmission Pipeline, the line block valve unit was modernized, the 
gas pipeline coating was repaired, the gas pipeline route was cleaned and other works that had 
been planned were executed. 
 
Other works that were performed covered the repairs of the gas transmission system cathodic 
protection systems, the repairs of the engineering systems of buildings and structures; 
implementation of the planned measures for the repairs of facilities. 
 

 
DISTRIBUTION OF NATURAL GAS 
 
In 2010, the Company’s gas volume distribution via its natural gas distribution system totalled 
1,167.9 million m3, which represents a rise of 13.3% y/y. 
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Natural gas distribution volumes, MCM
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Investments in the distribution system  
 
In 2010, investments in the construction of new gas distribution systems totalled LTL 8.3 million 
(2009: LTL 19.3 million); 40.2 km of new distribution pipelines were constructed. In 2010, 1.5 
thousand new customers were connected to the natural gas system (2009: 2.5 thousand). The 
slower development rate was determined by the general national construction business 
stagnation. 
 
In 2010, investments in the reconstruction of the distribution system totalled LTL 6.7 million (2009: 
LTL 7.1 million). Of this total, the largest amount was invested in the reconstruction of the 
distribution pipelines: 14.1 km of gas distribution lines were reconstructed, of which 5 km were 
reconstructed using the method of insertion of new polyethylene pipes into the old steel ones. 
 
As regards investments in the gas pressure regulating stations, the technological equipment of 
gas pressure regulating stations was modernized, stationary gas pressure regulating stations 
were replaced by container-type gas pressure regulating stations. 
 
Also, works for the modernization of the cathodic protection, telemetry, SCADA and 
telecommunications systems and gas metering devices were performed. 
 
Maintenance of the distribution system  
 
The Company runs a gas distribution system consisting of 8.1 thousand km of gas distribution 
lines. The year 2010 saw a wider implementation of information technologies for the unification of 
the operation and maintenance processes, aimed at a gradual transition towards the installations 
and gas systems operation and maintenance risk assessment. Projects for the improvement of 
the planning and organization of the gas distribution system routine works and operations at the 
branches of the Company were implemented (uniform work schedules have been drafted, as well 
as work assignment, etc. forms).  
 
With a view to securing an adequate technical and technological level of gas systems, we 
modernized the technological processes and replaced the worn out and obsolete equipment. In 
2010, we achieved our target: 70% of the gas pressure regulating stations of the gas distribution 
systems of the Company are equipped with new technological equipment. 
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SUPPLY OF NATURAL GAS 
 
In 2010, LD purchased natural gas from OAO Gazprom according to a long-term (until 2015) 
natural gas supply agreement. 

 
From 2008, pursuant to the Resolution of the Government of the Republic of Lithuania of 26 
February 2008 No 163 “On approval of the list of measures to guarantee security of natural gas 
supplies”, the Company stores contingency gas reserve volumes specified in the legal acts in the 
Incukalns (the Republic of Latvia) Underground Gas Storage Facility in order to meet the demand 
of the household customers. In 2010, in the event of incidents and/or extreme situations these 
accumulated gas volumes would have ensured uninterrupted gas supplies to the household 
customers for at least 30 days. 

 
Customers 
 
All natural gas consumers are divided into the household consumers (natural persons buying gas 
for their private needs, for their family or household needs) and the non-household consumers. 
From 1 July 2007, all natural gas consumers became free customers and are free to choose their 
gas suppliers at their own discretion, however, almost 100% of the household customers still 
chose LD as their favourite supplier. On the non-household customers’ market, the share of LD 
was 46.7%. 

 
In 2010, LD supplied to gas consumers 1,546.0 million m3 of natural gas, or by 34.3% more than 
in 2009 when the respective indicator stood at 1,150.9 million m3. In 2010, the volume of natural 
gas supplied to the non-household consumers amounted to 1,348.2 million m3 and the volume of 
natural gas supplied to the household consumers amounted to 197.8 million m3. 

 
According to data as of 31 December 2010, the Company was selling natural gas to 552 thousand 
non-household and household consumers. 
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Natural gas supply to the customers structure, MCM 
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Lithuanian non-household customer market, 2010
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Structure of natural gas customers who buy gas from LD, 2010
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Customer service 
 
One of the main goals of the Company is to improve the quality of services rendered to its 
customers. In pursuit of this goal, the Company subjects the processes related to customer 
service to regular revisions, thus enhancing their effectiveness and upgrading them. 
 
As a result of a consistent implementation of the customer service upgrading strategy also in the 
year 2010 LD customers were offered certain novelties: 
 

 In 2010, for the convenience of customers, the business hours of the customer service 
units of LD were extended. From 1 June 2010, the Gas Supply Department units located 
in the major towns of Lithuania and the Call Centre Info Hotline (short telephone 1894) 
have extended their business hours and work till 18.00 hours. 

 
 Autumn of 2010 saw the implementation of the action “Please Assess Our Services”. The 

main aim of the action was to assess the customer services rendered by the Company’s 
staff, to find out the strong points and the drawbacks of the services rendered as well as 
the customers wishes and expectations. The results of the action revealed that the overall 
customers assessment of the Company’s services was positive, this was the opinion 
expressed by the vast majority of the respondents and only 3% of the respondents had 
critical comments regarding the work of LD, part of their proposals were implemented 
forthwith, whereas for the analysis of the others working groups have been set and the 
proposals will be implemented in the near future. This action will be of a continuous 
nature, it will be organized on an annual basis.  

 
 In Half 2 of 2010, the Company implemented a new electronic system for its non-

household customers that have concluded natural gas transmission and distribution 
contracts with the Company. The system enables the customers to declare the data on 
their gas consumption volumes and their natural gas transmission capacity bookings in 
electronic space and it also enables them to make checks of the actual gas consumption 
volumes  according to the data presented by the telemetry systems (where applicable), it 
enables them to monitor their actual gas consumption volumes history, their gas 
transmission capacity bookings history, to print out the required data, and there is no need 
any longer to store full data in paper format.  

 
 In 2010, LD has developed its Customer Service System which after the staff training 

process is scheduled for full implementation in 2011. The effective customer service 
training course is planned to be delivered to over 200 employees. The purpose of the 
Customer Service System is to upgrade the quality of customer services, to make the 
values of the Company visible to the Company’s customers and to ensure adequate and 
uniform attitude of all the employees towards the customer services.  

 
A representative public opinion survey carried out in 2010 showed that customer servicing 
processes initiated by the Company are positively rated by customers of LD. Proposals of the 
residents who participated in the survey have been taken into account and subjected to 
implementation. The public opinion survey is of a continuous nature, and since 2009 it has been 
conducted on an annual basis. 
 
 
ENVIRONMENTAL PROTECTION 
 
In its Environmental Protection Policy LD has entrenched the objective to minimize the 
Company’s adverse environmental impacts. The Company links it with social responsibility. 
 
The adverse environmental impacts of the Company’s operations are low, since natural gas is 
one of the greenest fuels and is the cleanest of all the fossil fuels. However, as it is the case with 
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any undertaking’s operations, there is a certain inevitable impact on the environment that is 
exerted, therefore the Company applies the modern environmental pollution prevention measures. 
 
The priority areas of the environmental protection activities are as follows: 
 

 protection of the natural environment at the gas facility sites: industrial facilities and gas 
supplied to customers are heated using state-of-the-art appliances with minimum 
environmental pollution effect; 

 
 ensuring industrial and ecological safety during the construction and maintenance of gas 

facilities: every endeavour is made to minimize the negative impact of these activities on 
the environment; 

 
 ensuring industrial and ecological safety at the gas facility sites: gas system repairs and 

tests are carried out employing state-of-the-art technologies with the view of minimizing 
the pollutant emissions into the environment. The Company has implemented a 
programme of measures to collect and utilize the materials that were used in the 
operation, waste, scrap and effluent. In the staff training process, a fair amount of attention 
is devoted to the ecological education. 

 
In 2010, the Company implemented an Environmental Management System in accordance with 
the ISO 14001 standard requirements, and in 2012 it expects to receive a respective certificate. 
 
Even though in accordance with the ISO 14001 standard the implementation of this requirement is 
optional, the Company has established its environmental efficiency indicators for all its activities 
so that it would be able to monitor the efficiency indicators for all the fields of activity and would be 
in a position to manage its environmental protection aspects and monitor the progress. 
 
Every year, drawing on the important environment protection aspects that have been established 
and the actual environmental efficiency indicators of the previous period, the Company sets out its 
environmental protection aims, goals and programmes. For the year 2010, the Company had set 
and was pursuing the following goals: minimizing gas leaks from gas systems, sparing natural 
resources, improving landscape, sorting waste, forming environmental awareness and 
consciousness of the staff, competent execution of works that are performed by LD, paying 
greater attention to environmental protection. 
 
In 2010, a computerised Environmental Protection Distant Instruction Programme was developed 
and has been already used to instruct the vast majority of the Company’s employees. 
 
The year 2010 marked the completion of the construction and the putting into operation of the 
state-of-the-art Jauniūnai Gas Compressor Station in Širvintos District. The new Gas Compressor 
Station meets all safety, reliability and environmental standard requirements applicable in the 
European Union with respect to facilities of this type. The gas compressor units are equipped with 
extra devices for the reduction of noise levels: noise absorbers in the chimney flues, insulating 
coating of the over-ground gas pipes, special acoustic enclosures of the gas turbines and the 
compressors. The gas turbines are equipped with new-generation dry-type low NOx emission 
combustion chambers ensuring low pollutant emissions. Quite a few other measures were also 
implemented aimed at averting any possible adverse environmental impacts. 
 
The environmental pollution is also being reduced through the reconstruction of other facilities (in 
2010 the Rudamina Gas Distribution Station and the Pasvalys Gas Distribution Station were 
reconstructed). 
 
In 2010, due to the lower than usual average yearly weather temperatures prevailing in Lithuania, 
the operation time of the gas facilities their load factors, the number of their start-ups was longer 
than in 2009, which resulted in  higher pollutant (CO) emissions, however the overall maximum 
allowable pollutant emission levels specified in the emission permits were not exceeded. 
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Pollutant (tons) 2010 2009 2008 
CO 26.7 14.0 29.0 
NOX 12.0 12.0 13.8 
 
Due to the very nature of the natural gas operation maintenance system and because to the 
occupational safety system requirements, a small proportion of gas volumes are emitted from the 
gas pipeline system into the atmosphere. In its business activities, the Company implements 
measures to minimize the emissions. The gas volumes emitted from the gas pipeline system into 
the atmosphere in 2010 were higher y/y due to the increase in the scope of the construction and 
reconstruction works. 
 
Recorded emissions of natural gas (MCM) 

2010 2009 2008 
14.0 12.4 13.2 

 
In the future, when implementing further modernization processes and operating gas systems and 
when planning the procurement of new equipment and new construction projects, LD will follow 
the strategic environmental protection guidelines laid down in this chapter. 
STAFF 
 
Average number of Group employees 

Year Average number 
of employees  

Change 
compared to 
previous year 

2009  1,787 -1.9%* 
2010  1,750 -2.1%** 
* compared to 2008. 
** compared to 2009. 
 
The average age of the Group employees was 44.5 years (2009: 45 years) and the average work 
experience was 16.0 years (2009: 15.8 years).  
 

Age

30-40 years old
18%

40-50 years old
30%

50-60 years old
34%

Under 30 years 
old
11%

Over 60 years old
7%
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Work record
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Group’s average monthly salary by employee categories, in LTL 

Employees Average number of employees 
in 2009 

Average monthly salary, 
LTL 

Managing staff 140 6,866 
Specialists 989 2,953 
Workers 661 2,267 
Total: 1,787 3,006 

Employees Average number of employees 
in 2010 

Average monthly salary, 
LTL 

Managing staff 136 8,162 
Specialists 997 3,305 
Workers 617 2,583 
Total: 1,750 3,428 
 
With a view to raising the LD human resource management efficiency, in 2010 the Company’s 
Organisation Chart was subjected to further optimization. 
 
With the aim of raising the efficiency of the implementation of the Company Strategy and its main 
goals, improving the Company’s employees’ motivation and career planning, the Company has 
implemented a Human Resource Management System, which is being improved on an ongoing 
basis. The staff selection process is based on a new Staff Selection Procedures Manual, and a 
New Staff Adaptation Procedures Manual.  
 
LD devotes special attention to the creation of adequate working conditions for the personnel and 
to ensuring remuneration and social guarantees conforming to the market situation. At LD 
branches there are local units of trade unions united into the Lithuanian Association of Gas 
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Industry Trade Unions. In 2010, the Company Management and representatives of the trade 
unions closely cooperated in handling the employees’ social, cultural, health, etc. issues and held 
joint meetings on a regular basis. The version of the Collective Bargaining Agreement of the 
Company (with subsequent amendments) signed on 6 December 2006 will be in effect until 28 
May 2011. Neither the labour contracts of the Company, nor the Collective Bargaining Agreement 
provide for any extraordinary Company employees rights or duties. The rights and duties that 
have been established are the ones that are usually applied in general practice. 
 
At LD, great attention is devoted to the training of the Company employees and to the 
improvement of their qualifications. In 2010, general trainings were provided to 511 employees 
and professional and technical trainings were provided to 859 employees. Over the reporting 
period, 92.2% of the total number of employees improved their qualifications. LD employees 
deepened their knowledge in the fields of debt management, labour law, business management 
systems, human resource management, energy policy and improved their specialist 
competencies. In 2010, special attention was paid to the development of communication skills and 
improvement of the customer service. 
 
Aiming to attract young students to the Company, LD has been co-operating with the Vilnius 
Gediminas Technical University, the Kaunas University of Technology, and other universities. LD 
participated in the Career Days of several universities, and in this way supplied students with 
somewhat more extensive information on LD activities, development, strategy and goals. In 2010, 
the Company adopted a Student Internship Procedures Manual aimed at establishing uniform 
principles for student admission to professional internships at LD. 
 
The Company’s employees have been taking an active part in social life. For several consecutive 
years, the Company’s employees have volunteered to participate in the Blood Donor Days that 
were organized at LD. Also, for a third year running, LD staff with their family members 
participated in voluntary actions to tidy up the landscape of the Curonian Spit. 
 
 
MEMBERSHIP IN ASSOCIATED STRUCTURES AND INTERNATIONAL COOPERATION 
 
The Company is a member of the following organizations: 
 

 The Lithuanian Gas Association (www.dua.lt), the General Manager of LD Viktoras 
Valentukevičius is the President of this Association since 16 June 2008. 

 The Association “Eurogas” (www.eurogas.com). It is a non governmental non profit 
organization uniting the European gas companies and promoting their cooperation, taking 
stance on issues of interest to the European countries’ natural gas industries and the 
European Institutions of EU with respect to natural gas business as well as participating in 
the public opinion formation process. LD is its full member from 1 January 2009. 

 The association of gas transmission pipeline companies of the Baltic Sea Region “Baltic 
Gas” (www.balticgas.org). Membership of LD in this association dates back to 1999. From 
2006, LD has a representative in the Board of this association. “Baltic Gas” is an 
association of the Baltic Sea Region promoting use of natural gas in the Baltic Sea 
Region, development of an integrated natural gas consumer market, seeking to reduce the 
non-commercial obstacles in the way of natural gas business. 

 The Chamber of Commerce of Germany and the Baltic countries in Estonia, Latvia and 
Lithuania (www.ahk-balt.org).  

 The association of the largest and most active investors in the economy of Lithuania 
“Investors’ Forum” (www.investorsforum.lt). 

 
The Company does not participate in the capital of any of the aforesaid associated structures. 
 
The member of the association “Eurogas”, the association  “Baltic Gas” and The Chamber of 
Commerce of Germany and the Baltic countries (“AHK”) E.ON Ruhrgas International GmbH and 
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the member of the association “Baltic Gas” OAO Gazprom each hold over 5% of shares of the 
Company. 
 
The year 2010 saw a continuation of the tradition of holding meetings of the managers and 
specialists the gas companies of the three Baltic States (LD, Latvijas Gaze A/S and Eesti Gaas 
AS) aimed at resolving common issues with respect to securing safe and reliable natural gas 
supplies in the Baltic States Region. LD and Latvijas Gaze A/S are implementing a joint project 
“The Enhancement of the Capacity of the Lithuania–Latvia Gas Interconnector”, which was 
initiated back in 2009. The Project is aimed at upgrading integration of the gas systems of the 
Baltic States and creating preconditions for the creation of the natural gas market of the Baltic 
States as well as preparation for the integration into the common EU natural gas market. Since 
2009, LD has been engaged in an intensive co-operation with the Polish natural gas system 
operator GAZ-SYSTEM S.A. LD and the Polish company have been engaged in the analytical 
activities related to the construction of the Poland–Lithuania Gas Interconnector. Both companies 
have set up their respective working groups in charge of co-operation in performing the necessary 
analytical work. At the end of 2010, the European Commission adopted a decision to render 
financial assistance to business environment study and a feasibility study of the Poland–Lithuania 
Gas Interconnector. 
 
 
SPONSORSHIP PROGRAMS  
 
The Company has clearly set its priorities for participation in social projects. LD participates if: 
 

 The project aims to improve the living environment of vulnerable social groups; 
 The project involves preservation of Lithuanian national heritage; 
 The project is part of a long-term cultural programme; 
 The project is aimed at the improvement of public health; 
 The project involves popularizing the name of Lithuania abroad. 

 
In 2010, LD rendered support to more than 70 institutions, organizations or supported their 
individual projects. In 2010, LD significantly contributed to the promotion of various communal 
initiatives: 
 
1) Support to town festivals: to the Public Entity “Pažaislio Music Festival” (support to the town of 
Kaunas in organizing the XV Pažaislis Music Festival), to the Birštonas Cultural Centre (support to 
the town of Birštonas in organizing the international jazz festival “Birštonas 2010”), to the Public 
Entity “The Sea Festival” (support in organizing the Sea Festival 2010 in Klaipėda), to the 
Administration of Municipality of Anykščiai District (support in organizing the horse festival “Run, 
Horse, Run” in Niūronys, Anykščiai District), etc. 
 
2) Support to creative and active children and young people: to the Lithuanian National Radio and 
Television (support to the LTV project Lithuania’s Millenium Children), to the Lithuanian Youth 
Council “(LiJOT) (support to the project “Mission Siberia 2010”), etc. 
 
3) Support to improve the public health: to the Vilnius University Hospital Santariškės Clinic 
(support aimed at improving the activities of the Family Medicine Centre), to the Vilnius Maternity 
Hospital (for the partial refurbishment of the premises), to the Lithuanian Heart Association 
(support for the preparation of the doctors professional development programmes). 
 
4) Support to sports societies: to the Public Entity “The National Automobile Club” (support in 
organizing the first massive bicycle festival for the residents of Vilnius “Velo Marathon”), to the 
Lithuanian National Olympic Committee (support for the Lithuania’s sportsmen’s preparation for 
the Winter Olympic Games 2014), to the Lithuanian Olympic Sports Centre (support for the 
preparation of Lithuania’s sportsmen for the Summer Olympic Games 2012), support to the Public 
Entity “Šarūnas Marčiulionis Basketball Academy” (programme for the development of young 
basketball players), to the Lithuanian Sports Society “Žalgiris” (support to society sports events 
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programme 2010), to the Lithuanian Tennis Society (support in organizing Davis World Cup 
match between Lithuanian and Slovenian national men’s teams), to the Lithuanian Women’s 
Basketball League (support to the activities of the Lithuanian Women’s Basketball League), etc.  
 
5) Support to the representatives of the socially vulnerable communities and children’s foster 
homes: to the Šiauliai Children’s Foster Home “Šaltinis” (support for the activities of the foster 
home), the Lithuanian Special Creation Society (support for organizing the young disabled music 
performers’ competition-festival “The Little Pearls”), to the children’s charity “Notice Me” (support 
to children raised by poor families), support to the Public Entity “Little Guboja” (support for the 
disabled young people education and training programme), to the Mentally Disabled Persons Club 
“Spiritual Warmth” (support for the activities of the Club), etc. 
 
6) Support to representatives of art and culture: the Kernavė State Culture Reservation (support 
to the festival “Days of Live Archaeology in Kernavė”) to the Lithuanian Press Photo Club (support 
for annual exhibition “Lithuanian Press Photo 2010”), to the Lithuanian Artists Union (support for 
an educational painting plain air event), to the Writers Club (support for the literary evening of the 
writer A.Drilinga in Anykščiai), etc. 
 
7) Support to the preservation of the Lithuanian national heritage: to the Public Entity “Modern Art 
Centre” (support to the project “Reanimation of the Literatų Street in Vilnius”), to the Public Entity 
Publishing House “Artlora“ (support to the publication of Volume 3 of the book “The Great 
Lithuania“), to the Public Entity "Kultūros Paveldo Išsaugojimo Pajėgos" (support to the 
publication of Volume 3 of the book  “The Lithuanian Warriors“), to the Lithuanian Art Museum 
(support to the iconography exhibition “The Battle of Žalgiris“), to the Alma Adamkus Support 
Foundation (for the production of the educational film “The Book Smuggler”), to the 
A.Baranauskas and A.Vienuolis-Žukauskas Memorial Museum (support for the establishment of 
Lithuania’s first Angels Museum located in Anykščiai), to the Vilnius Academy of Art (for 
organization of the international exhibition “The Baltic Art” in Riga National Art Museum), etc. 
 
8) Support to religious communities: to the Ariogala St. Michael the Archangel Parish (contribution 
to the construction of the parish house), to the Šeduva St. Cross Discovery Parish (contribution to 
the church interior reconstruction works), to the Širvintos St. Michael the Archangel Parish  
(contribution to the erection of the statue of St. Michael the Archangel ), to the Naujamiestis St. 
Matthew the Apostle Parish (contribution to the church reconstruction works after the fire),  to the 
Caritas Charity of the Panevėžys Episcopate (contribution to the partial refurbishment of the 
premises, support for the charitable activities). 
 
SOCIAL RESPONSIBILITY  
 
In pursuing socially responsible business practices, the Company lays a stress on the 
environmental protection, human rights and the Company’s employees’ rights, promotion of 
economic development and active participation in social life. The Company Strategy documents 
outline the goal of becoming a socially responsible company – LD strategic documents (approved 
by the General Manager of LD) include the goal of joining the United Nations Global Compact. LD 
is already participating in the Lithuania’s National Network of Socially Responsible Corporations in 
promoting the Corporate Social Responsibility (hereinafter referred to as “CSR”). 
 
In pursuit of responsible business activities, at present, the Company is focused on the review of 
its routine processes and procedures, on the internal audit of certain specific areas of its activity. 
On an ongoing basis, the Company holds consultations with its international partners and 
implements various projects related to environmental protection, employee motivation 
improvement, transparency of the selection of new employees, participation in communal 
activities which were disclosed in greater detail in other chapters of the present Consolidated 
Annual Report. 
 
In order to get an objective and representative assessment of LD performance by its customers 
and various social groups, on an annual basis, the Company conducts a representative public 
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opinion survey. The survey includes questions on the Company’s activities, limits of responsibility, 
social influence, on the efficient or inefficient support of the community. The responses of the 
various social groups and their analysis result in the formation of the tasks for the improvement of 
LD activities. 
 
The Company presented its results achieved in the field of CSR in the year 2010 in its application 
seeking the Lithuanian National Responsible Business Award, which is an initiative launched by 
the United Nations Development Programme in Lithuania, the Ministry of Social Security and 
Labour, the Ministry of Economy and the Ministry of Environment of the Republic of Lithuania. 
 

_____________ 
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Disclosure form concerning the compliance with the Corporate Governance Code for the 

Companies Listed on NASDAQ OMX Vilnius 

 

Pursuant to Paragraph 3 of Article 21 of the Law on Securities of the Republic of Lithuania and Item 24.5 of the Listing Rules of NASDAQ 

OMX Vilnius, the public company AB Lietuvos Dujos discloses its compliance with the Corporate Governance Code for the Companies 

Listed on NASDAQ OMX Vilnius  and with the specific provisions thereof. In case of instances of non-compliance with the Code or with 

certain specific provisions thereof  it is indicated which specific provisions are not complied with and due to what reasons. 

 

PRINCIPLES/ RECOMMENDATIONS 
YES/NO 

/NOT 

APPLICABLE 
COMMENTARY 

 
Principle I: Basic Provisions 
 
The overriding objective of a company should be to operate in common interests of all the shareholders by optimizing over time 
shareholder value. 
 
1.1. A company should adopt and make public the 
company’s development strategy and objectives by clearly 
declaring how the company intends to meet the interests of 
its shareholders and optimize shareholder value. 

Yes The strategy of development and objectives of AB 
Lietuvos Dujos are set forth in the internal 
documentation by individual business activities. The 
Company updates its development plans depending on 
the market situation and the regulatory environment 
developments. 

1.2. All management bodies of a company should act in 
furtherance of the declared strategic objectives in view of 
the need to optimize shareholder value. 

Yes The activities of the governing bodies of the Company 
are focused on the implementation of the strategic 
objectives as provided for by the Company Bylaws, the 
Shareholders Agreement of 24 March 2004 concluded 
amongst the State Property Fund, the Russian OAO 
Gazprom and the German Company Ruhrgas AG (from 
1 July 2004 renamed into E.ON Ruhrgas International 
AG and from 28 January 2010 renamed into E.ON 
Ruhrgas International GmbH) (hereinafter referred to as 
the ‘Shareholders’ Agreement’) and other legal acts 
regulating the activities of the Company. 

1.3. A company’s supervisory and management bodies 
should act in close co-operation in order to attain maximum 
benefit for the company and its shareholders. 

Yes This recommendation is implemented by the Board of 
Directors and the General Manager of the Company. A 
Supervisory Board is not formed to make the 
cooperation between the Board of Directors and the 
General Manager closer, to make the management of the 
Company more efficient and to facilitate speedier 
implementation of decisions adopted. 
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1.4. A company’s supervisory and management bodies 
should ensure that the rights and interests of persons other 
than the company’s shareholders (e.g. employees, creditors, 
suppliers, clients, local community), participating in or 
connected with the company’s operation, are duly respected. 

Yes  

 
Principle II: The corporate governance framework 
 
The corporate governance framework should ensure the strategic guidance of the company, the effective oversight of the company’s 
management bodies, an appropriate balance and distribution of functions between the company’s bodies, protection of the 
shareholders’ interests. 
 
2.1. Besides obligatory bodies provided for in the Law on 
Companies of the Republic of Lithuania – a general 
shareholders’ meeting and the chief executive officer, it is 
recommended that a company should set up both a collegial 
supervisory body and a collegial management body. The 
setting up of collegial bodies for supervision and 
management facilitates clear separation of management and 
supervisory functions in the company, accountability and 
control on the part of the chief executive officer, which, in 
its turn, facilitate a more efficient and transparent 
management process. 

Yes The governing bodies of the Company are the Board of 
Directors and the General Manager. A Supervisory 
Board is not formed at the Company. In the opinion of 
the shareholders of the Company, this is a sufficient and 
effective means for the supervision of the functions 
performed by the General Manager. The division of 
competencies and responsibilities among the governing 
bodies of the Company is set forth by the Company 
Bylaws, the regulations of the governing bodies of the 
Company and in the General Manager’s employment 
contract and in the Law on Companies of the Republic 
of Lithuania (hereinafter referred to as the ‘Law on 
Companies’). 

2.2. A collegial management body is responsible for the 
strategic management of the company and performs other 
key functions of corporate governance. A collegial 
supervisory body is responsible for the effective supervision 
of the company’s management bodies. 

Yes Please refer to comment under Item 2.1. 

2.3. Where a company chooses to form only one collegial 
body, it is recommended that it should be a supervisory 
body, i.e. the supervisory board. In such a case, the 
supervisory board is responsible for the effective monitoring 
of the functions performed by the company’s chief 
executive officer. 

Yes Please refer to comment under Item 2.1. 

2.4. The collegial supervisory body to be elected by the 
general shareholders’ meeting should be set up and should 
act in the manner defined in Principles III and IV. Where a 
company should decide not to set up a collegial supervisory 
body but rather a collegial management body, i.e. the board, 
Principles III and IV should apply to the board as long as 
that does not contradict the essence and purpose of this 

Yes Please refer to comment under Item 2.1. 

                                                      
1 Provisions of Principles III and IV are more applicable to those instances when the general shareholders’ meeting elects the 
supervisory board, i.e. a body that is essentially formed to ensure oversight of the company’s board and the chief executive officer and 
to represent the company’s shareholders. However, in case the company does not form the supervisory board but rather the board, most 
of the recommendations set out in Principles III and IV become important and applicable to the board as well. Furthermore, it should be 
noted that certain recommendations, which are in their essence and nature applicable exclusively to the supervisory board (e.g. 
formation of the committees), should not be applied to the board, as the competence and functions of these bodies according to the 
Law on Companies of the Republic of Lithuania (Official Gazette, 2003, No 123-5574) are different. For instance, item 3.1 of the Code 
concerning oversight of the management bodies applies to the extent it concerns the oversight of the chief executive officer of the 
company, but not of the board itself; item 4.1 of the Code concerning recommendations to the management bodies applies to the extent 
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body.1 
2.5. Company’s management and supervisory bodies should 
comprise such number of board (executive directors) and 
supervisory (non-executive directors) board members that 
no individual or small group of individuals can dominate 
decision-making on the part of these bodies.2 

Yes Please refer to comment under Item 2.1. 

2.6. Non-executive directors or members of the supervisory 
board should be appointed for specified terms subject to 
individual re-election, at maximum intervals provided for in 
the Lithuanian legislation with a view to ensuring necessary 
development of professional experience and sufficiently 
frequent reconfirmation of their status. A possibility to 
remove them should also be stipulated however this 
procedure should not be easier than the removal procedure 
for an executive director or a member of the management 
board. 

No Please refer to comment under Item 2.1. 
 

2.7. Chairman of the collegial body elected by the general 
shareholders’ meeting may be a person whose current or 
past office constitutes no obstacle to conduct independent 
and impartial supervision. Where a company should decide 
not to set up a supervisory board but rather the board, it is 
recommended that the chairman of the board and chief 
executive officer of the company should be a different 
person. Former company’s chief executive officer should 
not be immediately nominated as the chairman of the 
collegial body elected by the general shareholders’ meeting. 
When a company chooses to departure from these 
recommendations, it should furnish information on the 
measures it has taken to ensure impartiality of the 
supervision. 

Yes  

 
Principle III: The order of the formation of a collegial body to be elected by a general shareholders’ meeting 
 
The order of the formation a collegial body to be elected by a general shareholders’ meeting should ensure representation of 
minority shareholders, accountability of this body to the shareholders and objective monitoring of the company’s operation and its 
management bodies.3 
 
3.1. The mechanism of the formation of a collegial body to 
be elected by a general shareholders’ meeting (hereinafter in 
this Principle referred to as the ‘collegial body’) should 
ensure objective and fair monitoring of the company’s 
management bodies as well as representation of minority 
shareholders. 

Yes In compliance with the Company Bylaws, the collegial 
governing body of the Company - the Board of 
Directors - is elected by the General Meeting of 
Shareholders. The Board of Directors simultaneously 
performs the function of the objective and impartial 
monitoring of the General Manager's performance 

                                                                                                                                                                                   
it relates to the provision of recommendations to the company’s chief executive officer; item 4.4 of the Code concerning independence 
of the collegial body elected by the general meeting from the company’s management bodies is applied to the extent it concerns 
independence from the chief executive officer. 
 
2 Definitions ‘executive director’ and ‘non-executive director’ are used in cases when a company has only one collegial body. 
 
3 Attention should be drawn to the fact that in the situation where the collegial body elected by the general shareholders’ meeting is the 
board, it is natural that being a management body it should ensure oversight not of all management bodies of the company, but only of 
the single-person body of management, i.e. the company’s chief executive officer. This note shall apply in respect of item 3.1 as well. 
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through the periodic hearings of the information 
presented by the General Manager on key issues of the 
business activities of the Company. In compliance with 
the provisions of the Shareholders’ Agreement, OAO 
Gazprom and E.ON Ruhrgas International AG nominate 
two candidates to the membership of the Board of 
Directors each and the Ministry of Energy of the 
Republic of Lithuania by decision of the Government of 
the Republic of Lithuania nominates one candidate to 
the membership of the Board of Directors. This 
Shareholders’ Agreement was approved by the 
Government of the Republic of Lithuania (by Resolution 
No 22 of 9 January 2004). 

3.2. Names and surnames of the candidates to become 
members of a collegial body, information about their 
education, qualification, professional background, positions 
taken and potential conflicts of interest should be disclosed 
early enough before the general shareholders’ meeting so 
that the shareholders would have sufficient time to make an 
informed voting decision. All factors affecting the 
candidate’s independence, the sample list of which is set out 
in Recommendation 3.7, should be also disclosed. The 
collegial body should also be informed on any subsequent 
changes in the provided information. The collegial body 
should, on yearly basis, collect data provided in this item on 
its members and disclose this in the company’s annual 
report. 

Yes The Company discloses the information in accordance 
with provisions of the Law on Companies. 

3.3. Should a person be nominated for members of a 
collegial body, such nomination should be followed by the 
disclosure of information on candidate’s particular 
competences relevant to his/her service on the collegial 
body. In order shareholders and investors are able to 
ascertain whether member’s competence is further relevant, 
the collegial body should, in its annual report, disclose the 
information on its composition and particular competences 
of individual members which are relevant to their service on 
the collegial body. 

Yes Please refer to comment under Item 3.2. 
 

3.4 In order to maintain a proper balance in terms of the 
current qualifications possessed by its members, the desired 
composition of the collegial body shall be determined with 
regard to the company’s structure and activities, and have 
this periodically evaluated. The collegial body should 
ensure that it is composed of members who, as a whole, 
have the required diversity of knowledge, judgment and 
experience to complete their tasks properly. The members of 
the audit committee, collectively, should have a recent 
knowledge and relevant experience in the fields of finance, 
accounting and/or audit for the stock exchange listed 
companies. At least one of the members of the remuneration 
committee should have knowledge of and experience in the 
field of remuneration policy. 

Yes Please refer to comments to under Items 3.1 and 4.6. 
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3.5. All new members of the collegial body should be 
offered a tailored program focused on introducing a member 
with his/her duties, corporate organization and activities. 
The collegial body should conduct an annual review to 
identify fields where its members need to update their skills 
and knowledge. 

Yes  

3.6. In order to ensure that all material conflicts of interest 
related with a member of the collegial body are resolved 
properly, the collegial body should comprise a sufficient4 
number of independent5 members. 

Yes In compliance with the provisions of the Shareholders’ 
Agreement, OAO Gazprom and E.ON Ruhrgas International 
AG nominate two candidates to the membership of the Board 
of Directors each and the State Property Fund nominates one 
candidate to the membership of the Board of Directors. The 
formation of the Board of Directors of the Company belongs 
to the competence of the General Meeting of Shareholders and 
an independent member can be elected only in case he/she gets 
a sufficient number of votes of shareholders in his/her favour 
at the General Meeting of Shareholders. 
All members of the Board of Directors of the Company meet 
one or two independence criteria set forth in the Code. 
 

                                                      
4 The Code does not provide for a concrete number of independent members to comprise a collegial body. Many codes in foreign 
countries fix a concrete number of independent members (e.g. at least 1/3 or 1/2 of the members of the collegial body) to comprise the 
collegial body. However, having regard to the novelty of the institution of independent members in Lithuania and potential problems in 
finding and electing a concrete number of independent members, the Code provides for a more flexible wording and allows the 
companies themselves to decide what number of independent members is sufficient. Of course, a larger number of independent 
members in a collegial body is encouraged and will constitute an example of more suitable corporate governance. 
5 It is notable that in some companies all members of the collegial body may, due to a very small number of minority shareholders, be 
elected by the votes of the majority shareholder or a few major shareholders. But even a member of the collegial body elected by the 
majority shareholders may be considered independent if he/she meets the independence criteria set out in the Code. 
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3.7. A member of the collegial body should be considered to 
be independent only if he is free of any business, family or 
other relationship with the company, its controlling 
shareholder or the management of either, that creates a 
conflict of interest such as to impair his judgment. Since all 
cases when member of the collegial body is likely to 
become dependant are impossible to list, moreover, 
relationships and circumstances associated with the 
determination of independence may vary amongst 
companies and the best practices of solving this problem are 
yet to evolve in the course of time, assessment of 
independence of a member of the collegial body should be 
based on the contents of the relationship and circumstances 
rather than their form. The key criteria for identifying 
whether a member of the collegial body can be considered 
to be independent are the following: 
 

1) He/she is not an executive director or member of the 
board (if a collegial body elected by the general 
shareholders’ meeting is the supervisory board) of 
the company or any associated company and has 
not been such during the last five years; 

 
2) He/she is not an employee of the company or some 

any company and has not been such during the 
last three years, except for cases when a member 
of the collegial body does not belong to the senior 
management and was elected to the collegial body 
as a representative of the employees; 

 
3) He/she is not receiving or has been not receiving 

significant additional remuneration from the 
company or associated company other than 
remuneration for the office in the collegial body. 
Such additional remuneration includes 
participation in share options or some other 
performance based pay systems; it does not 
include compensation payments for the previous 
office in the company (provided that such 
payment is no way related with later position) as 
per pension plans (inclusive of deferred 
compensations); 

 
4) He/she is not a controlling shareholder or 

representative of such shareholder (control as 
defined in the Council Directive 83/349/EEC 
Article 1 Part 1); 

 
5) He/she does not have and did not have any material 

business relations with the company or associated 
company within the past year directly or as a 
partner, shareholder, director or superior 
employee of the subject having such relationship. 
A subject is considered to have business relations 
when it is a major supplier or service provider 
(inclusive of financial, legal, counseling and 
consulting services), major client or organization 

Yes Please refer to comment under Item 3.6. 
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receiving significant payments from the company 
or its group; 

 
6) He/she is not and has not been, during the last three 

years, partner or employee of the current or 
former external audit company of the company or 
associated company; 

 
7) He/she is not an executive director or member of the 

board in some other company where executive 
director of the company or member of the board 
(if a collegial body elected by the general 
shareholders’ meeting is the supervisory board) is 
non-executive director or member of the 
supervisory board, he/she may not also have any 
other material relationships with executive 
directors of the company that arise from their 
participation in activities of other companies or 
bodies; 

 
8)  He/she has not been in the position of a member of 

the collegial body for over than 12 years; 
 

9) He/she is not a close relative to an executive director 
or member of the board (if a collegial body 
elected by the general shareholders’ meeting is the 
supervisory board) or to any person listed in 
above items 1 to 8. Close relative is considered to 
be a spouse (common-law spouse), children and 
parents. 

 
3.8. The determination of what constitutes independence is 
fundamentally an issue for the collegial body itself to 
determine. The collegial body may decide that, despite a 
particular member meets all the criteria of independence 
laid down in this Code, he cannot be considered 
independent due to special personal or company-related 
circumstances. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Please refer to comment under Item 3.6. 
 
 

3.9. Necessary information on conclusions the collegial 
body has come to in its determination of whether a 
particular member of the body should be considered to be 
independent should be disclosed. When a person is 
nominated to become a member of the collegial body, the 
company should disclose whether it considers the person to 
be independent. When a particular member of the collegial 
body does not meet one or more criteria of independence set 
out in this Code, the company should disclose its reasons for 
nevertheless considering the member to be independent. In 
addition, the company should annually disclose which 
members of the collegial body it considers to be 
independent. 

No Please refer to comment under Item 3.6. 
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3.10. When one or more criteria of independence set out in 
this Code has not been met throughout the year, the 
company should disclose its reasons for considering a 
particular member of the collegial body to be independent. 
To ensure accuracy of the information disclosed in relation 
with the independence of the members of the collegial body, 
the company should require independent members to have 
their independence periodically re-confirmed. 

Yes 
 

Please refer to comment under Item 3.6. 
 
 

3.11. In order to remunerate members of a collegial body for 
their work and participation in the meetings of the collegial 
body, they may be remunerated from the company’s funds.6. 
The general shareholders’ meeting should approve the 
amount of such remuneration.  

Yes 
 

 

 
Principle IV: The duties and liabilities of a collegial body elected by the general shareholders’ meeting 
 
The corporate governance framework should ensure proper and effective functioning of the collegial body elected by the general 
shareholders’ meeting, and the powers granted to the collegial body should ensure effective monitoring7 of the company’s 
management bodies and protection of interests of all the company’s shareholders. 
 
 
4.1. The collegial body elected by the general shareholders’ 
meeting (hereinafter in this Principle referred to as the 
‘collegial body’) should ensure integrity and transparency of 
the company’s financial statements and the control system. 
The collegial body should issue recommendations to the 
company’s management bodies and monitor and control the 
company’s management performance.8 

Yes 
 

The Company’s annual report is subject to approval by the 
Board of Directors of the Company. The Company’s annual 
financial statements, the draft profit (loss) appropriation are 
subject to analysis and assessment by the Board of Directors of 
the Company. After the aforesaid procedures, the financial 
statements, the draft profit (loss) appropriation to together with 
the approved annual report are submitted for approval to the 
general meeting of shareholders. Quarterly reports on the 
results of the economic activity of the Company (presented by 
the Company's CEO) are subject to analysis and assessment by 
the Board of Directors of the Company. 

                                                      
6 It is notable that currently it is not yet completely clear, in what form members of the supervisory board or the board may be 
remunerated for their work in these bodies. The Law on Companies of the Republic of Lithuania (Official Gazette, 2003, No 123-5574) 
provides that members of the supervisory board or the board may be remunerated for their work in the supervisory board or the board 
by payment of annual bonuses (tantiems) in the manner prescribed by Article 59 of this Law, i.e. from the company’s profit. The 
current wording, contrary to the wording effective before 1 January 2004, eliminates the exclusive requirement that annual bonuses 
(tantiems) should be the only form of the company’s compensation to members of the supervisory board or the board. So it seems that 
the Law contains no prohibition to remunerate members of the supervisory board or the board for their work in other forms, besides 
bonuses, although this possibility is not expressly stated either. 
7 See Footnote 3. 
8 See Footnote 3. In the event the collegial body elected by the general shareholders’ meeting is the board, it should provide 
recommendations to the company’s single-person body of management, i.e. the company’s chief executive officer. 
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4.2. Members of the collegial body should act in good faith, 
with care and responsibility for the benefit and in the 
interests of the company and its shareholders with due 
regard to the interests of employees and public welfare. 
Independent members of the collegial body should (a) under 
all circumstances maintain independence of their analysis, 
decision-making and actions (b) do not seek and accept any 
unjustified privileges that might compromise their 
independence, and (c) clearly express their objections 
should a member consider that decision of the collegial 
body is against the interests of the company. Should a 
collegial body have passed decisions independent 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 body (institution). 

Yes 
 

According to the information available to the Company, all the 
members of the Board of Directors act in good faith for the 
benefit and in the interests of the Company and are guided by 
the interests of the Company and not by their private interests 
or by interests of any third parties, and are seeking to maintain 
independence in decision-making. 
 

4.3. Each member should devote sufficient time and 
attention to perform his duties as a member of the collegial 
body. Each member of the collegial body should limit other 
professional obligations of his (in particular any 
directorships held in other companies) in such a manner 
they do not interfere with proper performance of duties of a 
member of the collegial body. In the event a member of the 
collegial body should be present in less than a half9 of the 
meetings of the collegial body throughout the financial year 
of the company, shareholders of the company should be 
notified. 

Yes  

4.4. Where decisions of a collegial body may have a 
different effect on the company’s shareholders, the collegial 
body should treat all shareholders impartially and fairly. It 
should ensure that shareholders are properly informed on 
the company’s affairs, strategies, risk management and 
resolution of conflicts of interest. The company should have 
a clearly established role of members of the collegial body 
when communicating with and committing to shareholders. 

Yes  

                                                      
9 It is notable that companies can make this requirement more stringent and provide that shareholders should be informed about failure 
to participate at the meetings of the collegial body if, for instance, a member of the collegial body participated at less than 2/3 or 3/4 of 
the meetings. Such measures, which ensure active participation in the meetings of the collegial body, are encouraged and will constitute 
an example of more suitable corporate governance. 
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4.5. It is recommended that transactions (except 
insignificant ones due to their low value or concluded when 
carrying out routine operations in the company under usual 
conditions), concluded between the company and its 
shareholders, members of the supervisory or managing 
bodies or other natural or legal persons that exert or may 
exert influence on the company’s management should be 
subject to approval of the collegial body. The decision 
concerning approval of such transactions should be deemed 
adopted only provided the majority of the independent 
members of the collegial body voted for such a decision. 

Yes  

4.6. The collegial body should be independent in passing 
decisions that are significant for the company’s operations 
and strategy. Taken separately, the collegial body should be 
independent of the company’s management bodies10. 
Members of the collegial body should act and pass decisions 
without an outside influence from the persons who have 
elected it. Companies should ensure that the collegial body 
and its committees are provided with sufficient 
administrative and financial resources to discharge their 
duties, including the right to obtain, in particular from 
employees of the company, all the necessary information or 
to seek independent legal, accounting or any other advice on 
issues pertaining to the competence of the collegial body 
and its committees. When using the services of a consultant 
with a view to obtaining information on market standards 
for remuneration systems, the remuneration committee 
should ensure that the consultant concerned does not at the 
same time advice the human resources department, 
executive directors or collegial management organs of the 
company concerned. 

Yes Pursuant to the Law on Audit and Resolution No1K-18 of 21 
August 2008 of the Securities Commission of the Republic of 
Lithuania ‘On Requirements for Audit Committees’, in the 
reporting year, an Audit Committee has been formed at the 
Company. A Nomination Committee and a Remuneration 
Committee were not established at the Company, their 
functions were performed by the Board of Directors. 
The rights and duties of the Audit Committee are provided for 
by the Audit Committee Formation and Work Regulations as 
approved by the General Meeting of Shareholders. 
 

                                                      
10 In the event the collegial body elected by the general shareholders’ meeting is the board, the recommendation concerning its 
independence from the company’s management bodies applies to the extent it relates to the independence from the company’s chief 
executive officer. 
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4.7. Activities of the collegial body should be organized in a 
manner that independent members of the collegial body 
could have major influence in relevant areas where chances 
of occurrence of conflicts of interest are very high. Such 
areas to be considered as highly relevant are issues of 
nomination of company’s directors, determination of 
directors’ remuneration and control and assessment of 
company’s audit. Therefore when the mentioned issues are 
attributable to the competence of the collegial body, it is 
recommended that the collegial body should establish 
nomination, remuneration, and audit committees11. 
Companies should ensure that the functions attributable to 
the nomination, remuneration, and audit committees are 
carried out. However they may decide to merge these 
functions and set up less than three committees. In such case 
a company should explain in detail reasons behind the 
selection of alternative approach and how the selected 
approach complies with the objectives set forth for the three 
different committees. Should the collegial body of the 
company comprise small number of members, the functions 
assigned to the three committees may be performed by the 
collegial body itself, provided that it meets composition 
requirements advocated for the committees and that 
adequate information is provided in this respect. In such 
case provisions of this Code relating to the committees of 
the collegial body (in particular with respect to their role, 
operation, and transparency) should apply, where relevant, 
to the collegial body as a whole. 

Yes Please refer to comment under Item 4.6. 

4.8. The key objective of the committees is to increase 
efficiency of the activities of the collegial body by ensuring 
that decisions are based on due consideration, and to help 
organize its work with a view to ensuring that the decisions 
it takes are free of material conflicts of interest. Committees 
should exercise independent judgement and integrity when 
exercising its functions as well as present the collegial body 
with recommendations concerning the decisions of the 
collegial body. Nevertheless the final decision shall be 
adopted by the collegial body. The recommendation on 
creation of committees is not intended, in principle, to 
constrict the competence of the collegial body or to remove 
the matters considered from the purview of the collegial 
body itself, which remains fully responsible for the 
decisions taken in its field of competence. 

Yes Please refer to comment under Item 4.6. 

4.9. Committees established by the collegial body should 
normally be composed of at least three members. In 
companies with small number of members of the collegial 
body, they could exceptionally be composed of two 
members. Majority of the members of each committee 
should be constituted from independent members of the 

Yes 
 

In accordance with Resolution No1K-18 of 21 August 2008 of 
the Securities Commission of the Republic of Lithuania ‘On 
Requirements for Audit Committees’, the Audit Committee is 
composed of two members. 
 

                                                      
11The Law of the Republic of Lithuania on Audit (Official Gazette, 2008, No 82-53233) determines that an Audit 
Committee shall be formed in each public interest entity (including, but not limited to public companies whose securities 
are traded in the regulated market of the Republic of Lithuania and/or any other member state ). 
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collegial body. In cases when the company chooses not to 
set up a supervisory board, remuneration and audit 
committees should be entirely comprised of non-executive 
directors. Chairmanship and 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 individuals. Chairmanship and 
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 
individuals. 
4.10. Authority of each of the committees should be 
determined by the collegial body. Committees should 
perform their duties in line with authority delegated to them 
and inform the collegial body on their activities and 
performance on regular basis. Authority of every committee 
stipulating the role and rights and duties of the committee 
should be made public at least once a year (as part of the 
information disclosed by the company annually on its 
corporate governance structures and practices). Companies 
should also make public annually a statement by existing 
committees on their composition, number of meetings and 
attendance over the 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. 

Yes Please refer to comment under Item 4.6. 

4.11. In order to ensure independence and impartiality of the 
committees, members of the collegial body that are not 
members of the committee should commonly have a right to 
participate in the meetings of the committee only if invited 
by the committee. A committee may invite or demand 
participation in the meeting of particular officers or experts. 
Chairman of each of the committees should have a 
possibility to maintain direct communication with the 
shareholders. Events when such are to be performed should 
be specified in the regulations for committee activities. 

Yes Please refer to comment under Item 4.6. 
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4.12. Nomination Committee. 
4.12.1. Key functions of the nomination committee 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 commitment expected. 
Nomination committee can also consider candidates to 
members of the collegial body delegated by the shareholders 
of the company; 
• Assess on regular basis the structure, size, composition 
and performance of the supervisory and management 
bodies, and make recommendations to the collegial body 
regarding the means of achieving necessary changes; 
• Assess on regular basis the skills, knowledge and 
experience of individual directors and report on this to the 
collegial body; 
• Properly consider issues 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 a collegial body elected by the 
general shareholders’ 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. 

No Please refer to comment under Item 4.6. 

4.13. Remuneration Committee. 
4.13.1. Key functions of the remuneration committee should 
be the following: 
• Make proposals, for the approval of the collegial body, on 
the remuneration policy for members of management bodies 
and executive directors. Such policy should address all 
forms of compensation, including the fixed remuneration, 
performance-based remuneration schemes, pension 
arrangements, and termination payments. Proposals 
considering performance-based remuneration schemes 
should be accompanied with recommendations on the 
related objectives and evaluation criteria, with a view to 
properly aligning the pay of executive director and members 
of the management bodies with the long-term interests of 
the shareholders and the objectives set by the collegial body; 
• Make proposals to the collegial body on the individual 
remuneration for executive directors and member of 
management bodies in order their remunerations are 
consistent with company’s remuneration policy and the 
evaluation of the performance of these persons concerned. 
In doing so, the committee should be properly informed on 
the total compensation obtained by executive directors and 
members of the management bodies from the affiliated 
companies; 
• Ensure that remuneration of individual executive directors 
or members of management body is proportionate to the 
remuneration of other executive directors or members of 
management body and other staff members of the company;  
• Periodically review the remuneration policy for executive 
directors or members of management body, including the 
policy regarding share-based remuneration, and its 
implementation; 
• Make proposals to the collegial body on suitable forms of 

No Please refer to comment under Item 4.6. 
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contracts for executive directors and members of the 
management bodies; 
• Assist the collegial body in overseeing how the company 
complies with applicable provisions regarding the 
remuneration-related information disclosure (in particular 
the remuneration policy applied and individual 
remuneration of directors); 
• Make general recommendations to the executive directors 
and members of the management bodies on the level and 
structure of remuneration for senior management (as defined 
by the collegial body) with regard to the respective 
information provided by the executive directors and 
members of the management bodies. 
4.13.2. With respect to stock options and other share-based 
incentives which may be granted to directors or other 
employees, the committee should: 
• Consider general policy regarding the granting of the 
above mentioned schemes, in particular stock options, and 
make any related proposals to the collegial body; 
• Examine the related information that is given in the 
company’s annual report and documents intended for the 
use during the shareholders meeting; 
• Make proposals to the collegial body regarding the choice 
between granting options to subscribe shares or granting 
options to purchase shares, specifying the reasons for its 
choice as well as the consequences that this choice has. 
4.13.3. Upon resolution of the issues attributable to the 
competence of the remuneration committee, the committee 
should at least address the chairman of the collegial body 
and/or chief executive officer of the company for their 
opinion on the remuneration of other executive directors or 
members of the management bodies. 
4.13.4. The remuneration committee should report on the 
exercise of its functions to the shareholders and be present 
at the annual general meeting for this purpose. 
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4.14. Audit Committee. 
 
4.14.1. Key functions of the audit committee should be the 
following: 
• Observe the integrity of the financial information provided 
by the company, in particular by reviewing the relevance 
and consistency of the accounting methods used by the 
company and its group (including the criteria for the 
consolidation of the accounts of companies in the group); 
• At least once a year review the systems of internal control 
and risk management to ensure that the key risks (inclusive 
of the risks in relation with compliance with existing laws 
and regulations) are properly identified, managed and 
reflected in the information provided; 
• Ensure the efficiency of the internal audit function, among 
other things, by making recommendations on the selection, 
appointment, reappointment and removal of the head of the 
internal audit department and on the budget of the 
department, and by monitoring the responsiveness of the 
management to its findings and recommendations. Should 
there be no internal audit authority in the company, the need 
for one should be reviewed at least annually; 
• Make recommendations to the collegial body related with 
selection, appointment, reappointment and removal of the 
external auditor (to be done by the general shareholders’ 
meeting) and with the terms and conditions of his 
engagement. The committee should investigate situations 
that lead to a resignation of the audit company or auditor 
and make recommendations on required actions in such 
situations; 
• Monitor independence and impartiality of the external 
auditor, in particular by reviewing the audit company’s 
compliance with applicable guidance relating to the rotation 
of audit partners, the level of fees paid by the company, and 
similar issues. In order to prevent occurrence of material 
conflicts of interest, the committee, based on the auditor’s 
disclosed inter alia data on all remunerations paid by the 
company to the auditor and network, should at all times 
monitor nature and extent of the non-audit services. Having 
regard to the principals and guidelines established in the 16 
May 2002 Commission Recommendation 2002/590/EC, the 
committee should determine and apply a formal policy 
establishing types of non-audit services that are (a) 
excluded, (b) permissible only after review by the 
committee, and (c) permissible without referral to the 
committee; 
• Review efficiency of the external audit process and 
responsiveness of management to recommendations made in 
the external auditor’s management letter. 
 
4.14.2. All members of the committee should be furnished 
with complete information on particulars of accounting, 
financial and other operations of the company. Company’s 
management should inform the audit committee of the 
methods used to account for significant and unusual 
transactions where the accounting treatment may be open to 
different approaches. In such case a special consideration 
should be given to company’s operations in offshore centers 
and/or activities carried out through special purpose vehicles 
(organizations) and justification of such operations. 
 
4.14.3. The audit committee should decide whether 
participation of the chairman of the collegial body, chief 
executive officer of the company, chief financial officer (or 
superior employees in charge of finances, treasury and 
accounting), or internal and external auditors in the 
meetings of the committee is required (if required, when). 

Yes Pursuant to the Law on Audit and Resolution No1K-18 of 21 
August 2008 of the Securities Commission of the Republic of 
Lithuania ‘On Requirements for Audit Committees’, in 2009, 
an Audit Committee has been formed at the Company. Key 
functions of the Audit Committee: analysis of the relevance of 
the accounting methods used by the Company, analysis of the 
internal control, internal audit and risk management systems, 
monitoring the execution of its functions by external audit, 
monitoring the independence of the audit company as well as 
other audit committee functions prescribed by applicable legal 
acts of the Republic of Lithuania. 
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The committee should be entitled, when needed, to meet 
with any relevant person without executive directors and 
members of the management bodies present. 
 
4.14.4. Internal and external auditors should be secured with 
not only effective working relationship with management, 
but also with free access to the collegial body. For this 
purpose the audit committee should act as the principal 
contact person for the internal and external auditors. 
 
4.14.5. The audit committee should be informed of the 
internal auditor’s work program, and should be furnished 
with internal audit’s reports or periodic summaries. The 
audit committee should also be informed of the work 
program of the external auditor and should be furnished 
with report disclosing all relationships between the 
independent auditor and the company and its group. The 
committee should be timely furnished information on all 
issues arising from the audit. 
 
4.14.6. The audit committee should examine whether the 
company is following applicable provisions regarding the 
possibility for employees to report alleged significant 
irregularities in the company, by way of complaints or 
through anonymous submissions (normally to an 
independent member of the collegial body), and should 
ensure that there is a procedure established for proportionate 
and independent investigation of these issues and for 
appropriate follow-up action. 
 
4.14.7. The audit committee should report on its activities to 
the collegial body at least once in every six months, at the 
time the yearly and half-yearly statements are approved. 

4.15. Every year the collegial body should conduct the 
assessment of its activities. The assessment should include 
evaluation of collegial body’s structure, work organization 
and ability to act as a group, evaluation of each of the 
collegial body member’s and committee’s competence and 
work efficiency and assessment whether the collegial body 
has achieved its objectives. The collegial body should, at 
least once a year, make public (as part of the information the 
company annually discloses on its management structures 
and practices) respective information on its internal 
organization and working procedures, and specify what 
material changes were made as a result of the assessment of 
the collegial body of its own activities. 

No The assessment of the Company’s activities and ipso facto of 
the Board of Directors’ activities is performed by the 
shareholders of the Company in accordance with the procedure 
prescribed by Law. 

 
Principle V: The working procedure of the company’s collegial bodies 
 
The working procedure of supervisory and management bodies established in the company should ensure efficient operation of these 
bodies and decision-making and encourage active co-operation between the company’s bodies. 
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5.1. The company’s supervisory and management bodies 
(hereinafter in this Principle the concept ‘collegial bodies’ 
covers both the collegial bodies of supervision and the 
collegial bodies of management) should be chaired by 
chairpersons of these bodies. The chairperson of a collegial 
body is responsible for proper convocation of the collegial 
body meetings. The chairperson should ensure that 
information about the meeting being convened and its 
agenda are communicated to all members of the body. The 
chairperson of a collegial body should ensure appropriate 
conducting of the meetings of the collegial body. The 
chairperson should ensure order and working atmosphere 
during the meeting. 

Yes  

5.2. It is recommended that meetings of the company’s 
collegial bodies should be carried out according to the 
schedule approved in advance at certain intervals of time. 
Each company is free to decide how often to convene 
meetings of the collegial bodies, but it is recommended that 
these meetings should be convened at such intervals, which 
would guarantee an interrupted resolution of the essential 
corporate governance issues. Meetings of the company’s 
supervisory board should be convened at least once in a 
quarter, and the company’s board should meet at least once 
a month12. 

Yes  

5.3. Members of a collegial body should be notified about 
the meeting being convened in advance in order to allow 
sufficient time for proper preparation for the issues on the 
agenda of the meeting and to ensure fruitful discussion and 
adoption of appropriate decisions. Alongside with the notice 
about the meeting being convened, all the documents 
relevant to the issues on the agenda of the meeting should be 
submitted to the members of the collegial body. The agenda 
of the meeting should not be changed or supplemented 
during the meeting, unless all members of the collegial body 
are present or certain issues of great importance to the 
company require immediate resolution. 

Yes  

5.4. In order to co-ordinate operation of the company’s 
collegial bodies and ensure effective decision-making 
process, chairpersons of the company’s collegial bodies of 
supervision and management should closely co-operate by 
co-coordinating dates of the meetings, their agendas and 
resolving other issues of corporate governance. Members of 
the company’s board should be free to attend meetings of 
the company’s supervisory board, especially where issues 
concerning removal of the board members, their liability or 
remuneration are discussed. 

Not 
applicable 

At the Company, there is no Supervisory Board. 

 
Principle VI: The equitable treatment of shareholders and shareholder rights 

                                                      
12 The frequency of meetings of the collegial body provided for in the recommendation must be applied in those cases when both 
additional collegial bodies are formed at the company, the board and the supervisory board. In the event only one additional collegial 
body is formed in the company, the frequency of its meetings may be as established for the supervisory board, i.e. at least once in a 
quarter. 
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The corporate governance framework should ensure the equitable treatment of all shareholders, including minority and foreign 
shareholders. The corporate governance framework should protect the rights of the shareholders. 
 
6.1. It is recommended that the company’s capital should 
consist only of the shares that grant the same rights to 
voting, ownership, dividend and other rights to all their 
holders. 

Yes  

6.2. It is recommended that investors should have access to 
the information concerning the rights attached to the shares 
of the new issue or those issued earlier in advance, i.e. 
before they purchase shares. 

Yes  

6.3. Transactions that are important to the company and its 
shareholders, such as transfer, investment, and pledge of the 
company’s assets or any other type of encumbrance should 
be subject to approval of the general shareholders’ 
meeting.13 All shareholders should be furnished with equal 
opportunity to familiarize with and participate in the 
decision-making process when significant corporate issues, 
including approval of transactions referred to above, are 
discussed. 

No In accordance with the Law on Companies and the Bylaws of 
the Company, decisions regarding important transactions are 
adopted by the Board of Directors. 

6.4. Procedures of convening and conducting a general 
shareholders’ meeting should ensure equal opportunities for 
the shareholders to effectively participate at the meetings 
and should not prejudice the rights and interests of the 
shareholders. The venue, date, and time of the shareholders’ 
meeting should not hinder wide attendance of the 
shareholders. 

Yes  

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

Yes  

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

Yes  

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

Not 
applicable 

Given the Company’s shareholders’ structure and the valid 
Regulations for Organizing the General Meetings of 
Shareholders, there is no need to implement any additional 
expensive IT systems. 

 
Principle VII: The avoidance of conflicts of interest and their disclosure 
 
The corporate governance framework should encourage members of the corporate bodies to avoid conflicts of interest and assure 
transparent and effective mechanism of disclosure of conflicts of interest regarding members of the corporate bodies. 
 
7.1. Any member of the company’s supervisory and 
management body should avoid a situation, in which his/her 
personal interests are in conflict or may be in conflict with 
the company’s interests. In case such a situation did occur, a 
member of the company’s supervisory and management 
body should, within reasonable time, inform other members 
of the same collegial body or the company’s body that has 
elected him/her, or to the company’s shareholders about a 
situation of a conflict of interest, indicate the nature of the 
conflict and value, where possible. 

Yes  



 20

7.2. Any member of the company’s supervisory and 
management body may not mix the company’s assets, the 
use of which has not been mutually agreed upon, with 
his/her personal assets or use them or the information which 
he/she learns by virtue of his/her position as a member of a 
corporate body for his/her personal benefit or for the benefit 
of any third person without a prior agreement of the general 
shareholders’ meeting or any other corporate body 
authorized by the meeting. 

Yes 

7.3. Any member of the company’s supervisory and 
management body may conclude a transaction with the 
company, a member of a corporate body of which he/she is. 
Such a transaction (except insignificant ones due to their 
low value or concluded when carrying out routine 
operations in the company under usual conditions) must be 
immediately reported in writing or orally, by recording this 
in the minutes of the meeting, to other members of the same 
corporate body or to the corporate body that has elected 
him/her or to the company’s shareholders. Transactions 
specified in this recommendation are also subject to 
recommendation 4.5. 

Yes 

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

Yes  

 
Principle VIII: Company’s remuneration policy 
 
Remuneration policy and procedure for approval, revision and disclosure of directors’ remuneration established in the company 
should prevent potential conflicts of interest and abuse in determining remuneration of directors, in addition it should ensure 
publicity and transparency both of company’s remuneration policy and remuneration of directors. 
 
8.1. A company should make a public statement of the 
company’s remuneration policy (hereinafter the 
remuneration statement) which should be clear and easily 
understandable. This remuneration statement should be 
published as a part of the company’s annual statement as 
well as posted on the company’s website. 

No The Company does not make a public statement of its 
remuneration policy because it is not provided for by Law of 
the Republic of Lithuania. The remuneration policy of the 
Company is established taking into account the results of the 
analysis of the national labour market situation. 
 

8.2. Remuneration statement should mainly focus on 
directors’ remuneration policy for the following year and, if 
appropriate, the subsequent years. The statement should 
contain a summary of the implementation of the 
remuneration policy in the previous financial year. Special 
attention should be given to any significant changes in 
company’s remuneration policy as compared to the previous 
financial year. 

No Please refer to comment under Item 8.1. 
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8.3. Remuneration statement should leastwise include the 
following information: 
• Explanation of the relative importance of the variable and 
non-variable components of directors’ remuneration; 
• Sufficient information on performance criteria that entitles 
directors to share options, shares or variable components of 
remuneration; 
• An explanation how the choice of performance criteria 
contributes to the long-term interests of the company; 
• An explanation of the methods, applied in order to 
determine whether performance criteria have been fulfilled; 
• Sufficient information on deferment periods with regard to 
variable components of remuneration; 
• Sufficient information on the linkage between the 
remuneration and performance; 
• The main parameters and rationale for any annual bonus 
scheme and any other non-cash benefits; 
• Sufficient information on the policy regarding termination 
payments; 
• Sufficient information with regard to vesting periods for 
share-based remuneration, as referred to in point 8.13 of this 
Code; 
• Sufficient information on the policy regarding retention of 
shares after vesting, as referred to in point 8.15 of this Code; 
• Sufficient information on the composition of peer groups 
of companies the remuneration policy of which has been 
examined in relation to the establishment of the 
remuneration policy of the company concerned; 
• A description of the main characteristics of supplementary 
pension or early retirement schemes for directors; 
• Remuneration statement should not include commercially 
sensitive information. 

No Please refer to comment under Item 8.1. 

8.4. Remuneration statement should also summarize and 
explain company’s policy regarding the terms of the 
contracts executed with executive directors and members of 
the management bodies. It should include, inter alia, 
information on the duration of contracts with executive 
directors and members of the management bodies, the 
applicable notice periods and details of provisions for 
termination payments linked to early termination under 
contracts for executive directors and members of the 
management bodies. 

No Please refer to comment under Item 8.1. 
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8.5. Remuneration statement should also contain detailed 
information on the entire amount of remuneration, inclusive 
of other benefits, that was paid to individual directors over 
the relevant financial year. This document should list at 
least the information set out in items 8.5.1 to 8.5.4 for each 
person who has served as a director of the company at any 
time during the relevant financial year. 
8.5.1. The following remuneration and/or emoluments-
related information should be disclosed: 
• The total amount of remuneration paid or due to the 
director for services performed during the relevant financial 
year, inclusive of, where relevant, attendance fees fixed by 
the annual general shareholders meeting; 
• The remuneration and advantages received from any 
undertaking belonging to the same group; 
• The remuneration paid in the form of profit sharing and/or 
bonus payments and the reasons why such bonus payments 
and/or profit sharing were granted; 
• If permissible by the law, any significant additional 
remuneration paid to directors for special services outside 
the scope of the usual functions of a director; 
• Compensation receivable or paid to each former executive 
director or member of the management body as a result of 
his resignation from the office during the previous financial 
year; 
• Total estimated value of non-cash benefits considered as 
remuneration, other than the items covered in the above 
points. 
8.5.2. As regards shares and/or rights to acquire share 
options and/or all other share-incentive schemes, the 
following information should be disclosed: 
• The number of share options offered or shares granted by 
the company during the relevant financial year and their 
conditions of application; 
• The number of shares options exercised during the relevant 
financial year and, for each of them, the number of shares 
involved and the exercise price or the value of the interest in 
the share incentive scheme at the end of the financial year; 
• The number of share options unexercised at the end of the 
financial year; their exercise price, the exercise date and the 
main conditions for the exercise of the rights; 
• All changes in the terms and conditions of existing share 
options occurring during the financial year. 
8.5.3. The following supplementary pension schemes-
related information should be disclosed: 
• When the pension scheme is a defined-benefit scheme, 
changes in the directors’ accrued benefits under that scheme 
during the relevant financial year; 
• When the pension scheme is defined-contribution scheme, 
detailed information on contributions paid or payable by the 
company in respect of that director during the relevant 
financial year. 
8.5.4. The statement should also state amounts that the 
company or any subsidiary company or entity included in 
the consolidated annual financial report of the company has 
paid to each person who has served as a director in the 
company at any time during the relevant financial year in 
the form of loans, advance payments or guarantees, 
including the amount outstanding and the interest rate. 

No Please refer to comment under Item 8.1. 
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8.6. Where the remuneration policy includes variable 
components of remuneration, companies should set limits 
on the variable component(s). The non-variable component 
of remuneration should be sufficient to allow the company 
to withhold variable components of remuneration when 
performance criteria are not met.  
 

Not 
applicable 

At present, the Company’s remuneration procedure does not 
provide for the payment of any variable remuneration 
components. 

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

Not 
applicable 

Please refer to comment under Item 8.6. 
 

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

Not 
applicable 

Please refer to comment under Item 8.6. 
 

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

Not 
applicable 

Please refer to comment under Item 8.6. 
 

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

Yes  

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

Yes  

8.12. The information on preparatory and decision-making 
processes, during which a policy of remuneration of 
directors is being established, should also be disclosed. 
Information should include data, if applicable, on authorities 
and composition of the remuneration committee, names and 
surnames of external consultants whose services have been 
used in determination of the remuneration policy as well as 
the role of shareholders’ annual general meeting. 

No Please refer to comments under Items 4.6 and 8.1. 
 
 

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

Not 
applicable 

The Company does not apply any schemes of remuneration in 
the Company’s shares. 

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

Not 
applicable 

Please refer to comment under Item 8.13 
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8.15. After vesting, directors should retain a number of 
shares, until the end of their mandate, subject to the need to 
finance any costs related to acquisition of the shares. The 
number of shares to be retained should be fixed, for 
example, twice the value of total annual remuneration (the 
non-variable plus the variable components). 

Not 
applicable 

Please refer to comment under Item 8.13. 

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

Not 
applicable 

Please refer to comment under Item 8.13. 

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

No In accordance with the Bylaws of the Company, the directors’ 
remuneration amount setting issues are resolved by the Board 
of Directors. 

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

No Please refer to comment under Item 8.17. 

8.19. Schemes anticipating remuneration of directors in 
shares, share options or any other right to purchase shares or 
be remunerated on the basis of share price movements 
should be subject to the prior approval of shareholders’ 
annual general meeting by way of a resolution prior to their 
adoption. The approval of scheme should be related with the 
scheme itself and not to the grant of such share-based 
benefits under that scheme to individual directors. All 
significant changes in scheme provisions should also be 
subject to shareholders’ approval prior to their adoption; the 
approval decision should be made in shareholders’ annual 
general meeting. In such case shareholders should be 
notified on all terms of suggested changes and get an 
explanation on the impact of the suggested changes. 
8.20. The following issues should be subject to approval by 
the shareholders’ annual general meeting: 
• Grant of share-based schemes, including share options, to 
directors; 
• Determination of maximum number of shares and main 
conditions of share granting; 
• The term within which options can be exercised; 
• The conditions for any subsequent change in the exercise 
of the options, if permissible by law; 
• All other long-term incentive schemes for which directors 
are eligible and which are not available to other employees 
of the company under similar terms. Annual general 
meeting should also set the deadline within which the body 
responsible for remuneration of directors may award 
compensations listed in this article to individual directors. 
 

No 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Not 
applicable 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

At present, the Company does not have such remuneration 
schemes. 
 
 
 
 
 
 
 
 
 
 
 
 
 
The said issues were not discussed at the General Meeting of 
Shareholders, since such discussion is not provided for by the 
Bylaws of the Company. 
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8.21. Should national law or company’s Articles of 
Association allow, any discounted option arrangement under 
which any rights are granted to subscribe to shares at a price 
lower than the market value of the share prevailing on the 
day of the price determination, or the average of the market 
values over a number of days preceding the date when the 
exercise price is determined, should also be subject to the 
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’s 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. 
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 and project-related notice (the documents should 
be posted on the company’s website). The notice should 
contain the full text of the share-based remuneration 
schemes or a description of their key terms, as well as full 
names of the participants in the schemes. Notice should also 
specify the relationship of the schemes and the overall 
remuneration policy of the 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 provide for the 
shares required to meet its obligations under incentive 
schemes. It should be clearly stated whether the company 
intends to buy shares in the market, hold the shares in 
reserve or issue new ones. There should also be a summary 
on scheme-related expenses the company will suffer due to 
the anticipated application of the scheme. All information 
given in this article must be posted on the company’s 
website. 

Not 
applicable 
 
 
 
 
 
 
 
Not 
applicable 
 
 
 
 
 
Not 
applicable 
 
 

The said issues were not discussed at the General  Meeting of 
Shareholders, it is not provided for by the Bylaws of the 
Company. 
 
 
 
 
 
Please refer to comment under Item 8.6. 
 
 
 
 
 
Please refer to comment under Item 8.19. 

 
Principle IX: The role of stakeholders in corporate governance 
 
The corporate governance framework should recognize the rights of stakeholders as established by law and encourage active co-
operation between companies and stakeholders in creating the company value, jobs and financial sustainability. For the purposes of 
this Principle, the concept “stakeholders” includes investors, employees, creditors, suppliers, clients, local community and other 
persons having certain interest in the company concerned. 
 
9.1. The corporate governance framework should assure that 
the rights of stakeholders that are protected by law are 
respected. 

Yes The compliance with this recommendation is ensured by the 
meticulous supervision and control of the Company’s business 
activities by the state regulatory authorities and the associated. 
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9.2. The corporate governance framework should create 
conditions for the stakeholders to participate in corporate 
governance in the manner prescribed by law. Examples of 
mechanisms of stakeholder participation in corporate 
governance include: employee participation in adoption of 
certain key decisions for the company; consulting the 
employees on corporate governance and other important 
issues; employee participation in the company’s share 
capital; creditor involvement in governance in the context of 
the company’s insolvency, etc. 
9.3. Where stakeholders participate in the corporate 
governance process, they should have access to relevant 
information. 

consumer organizations. The publicity of the Company’s 
business activities creates conditions for the stakeholder 
participation in the corporate governance in accordance with 
the procedure established by Law and the Company’s Bylaws 
and Internal Regulations. The governing bodies consult the 
employees on the issues of corporate governance and other 
important issues; the participation of employees in the 
Company’s share capital is not limited. 

 
Principle X: Information disclosure and transparency 
 
The corporate governance framework should ensure that timely and accurate disclosure is made on all material information 
regarding the company, including the financial situation, performance and governance of the company. 
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10.1. The company should disclose information on: 
• The financial and operating results of the company; 
• Company objectives; 
• Persons holding by the right of ownership or in control of 
a block of shares in the company; 
• Members of the company’s supervisory and management 
bodies, chief executive officer of the company and their 
remuneration; 
• Material foreseeable risk factors; 
• Transactions between the company and connected persons, 
as well as transactions concluded outside the course of the 
company’s regular operations; 
• Material issues regarding employees and other 
stakeholders; 
• Governance structures and strategy. 
 
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 interest that may have an effect on their decisions when 
information specified in item 4 of Recommendation 10.1 
about the members of the company’s supervisory and 
management bodies is under disclosure. It is also 
recommended that information about the amount of 
remuneration received from the company and other income 
should be disclosed with regard to members of the 
company’s supervisory and management bodies and chief 
executive officer as per Principle VIII. 
 
10.4. It is recommended that information about the links 
between the company and its stakeholders, including 
employees, creditors, suppliers, local community, as well as 
the company’s policy with regard to human resources, 
employee participation schemes in the company’s share 
capital, etc. should be disclosed when information specified 
in item 7 of Recommendation 10.1 is under disclosure. 
 

Yes  

10.5. Information should be disclosed in such a way 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 access to the information and 
make informed investing decisions. 

Yes  
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10.6. Channels for disseminating information should 
provide for fair, timely and cost-efficient or in cases 
provided by the legal acts free of charge access to relevant 
information by users. It is recommended that information 
technologies should be employed for wider dissemination of 
information, for instance, by placing the information on the 
company’s website. It is recommended that information 
should be published and placed on the company’s website 
not only in Lithuanian, but also in English, and, whenever 
possible and necessary, in other languages as well. 

Yes  

10.7. It is recommended that the company’s annual reports 
and other periodical accounts prepared by the company 
should be placed on the company’s website. It is 
recommended that the company should announce 
information about material events and changes in the price 
of the company’s shares on the Stock Exchange on the 
company’s website too. 

Yes The Company complies with this recommendation and the 
information is posted on its website www.dujos.lt 

Principle XI: The selection of the company’s auditor 
 
The mechanism of the selection of the company’s auditor should ensure independence of the firm of auditor’s conclusion and opinion. 
 
11.1. An annual audit of the company’s financial reports and 
interim reports should be conducted by an independent firm 
of auditors in order to provide an external and objective 
opinion on the company’s financial statements 

Yes An independent company of auditors conducts the audit of the 
Company’s consolidated and parent company’s financial 
statements and assesses the conformity of the Annual Report 
with the financial statements. 
 

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

Yes A candidate firm of auditors is proposed to the general 
shareholders’ meeting by the Board of Directors taking into 
account the recommendation by the Audit Committee. 

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

Yes 
 

The audit company receives from the Company remuneration 
for consultations on tax and business issues which do not 
contradict the independence requirements as set forth by the 
Law on Audit of the Republic of Lithuania and the normative 
acts of the Securities Commission of the Republic of 
Lithuania. On an annual basis the audit company notifies the 
Audit Committee on any non-audit services rendered to the 
Company. 

 


