UAB “PRIMUS AUDITUS”
Company code 124990387, Gerosios Vilties str. 1, Vilnius, tel. (8~5) 213 14 07

To: AB LINAS

AUDITORS REPORT

4 April 2006
Vilnius

We have audited AB Linas group of companies consolidated Financial Statements for 31
December 2005 also the information provided in the activity report of 2005. Responsibility for the
correctness of data given in these financial statements and activity report is vested in the company’s
management. Furthermore, the company’s management is responsible for the compliance of
transactions presented in documents with reality as well as a proper reflection thereof in the
accounting. We are responsible for our opinion on the Financial Statements inspected during the audit,
which was formed based on the documents submitted for the audit.

We have carried out the audit following the Lithuanian Republic Law on Audit of 15 June
1999 as well as International audit standards. These Standards require that we plan and carry out the
audit in such a way as to receive sufficient grounds for stating that there are no significant
misrepresentations of information in the Financial Statements. During the audit, through the
employment of tests, we have investigated the proofs confirming the amounts and reflections in the
Financial Statements. During the audit we have also evaluated applied accounting principles and
evaluations carried out by the management as well as general submission of the financial statements
according to the procedure of drawing up financial statements. It is our conviction that the audit
provides real grounds for expressing our opinion on the Financial Statements, activity report.

In our opinion the Financial Statements in all significant respects properly reflects the financial
condition of AB Linas group of companies also AB Linas on 31 December 2005, operation results
and flow of money for the year 2005 and have been draw up according to the International Financial
Accountability Standards.

After auditing groups activity report of 2005 we can present that activity report data is
conforming to the Financial Statements data.

Director Alina Koldun

Auditor Danguté Pranckéniéné

Auditor Galina Ivanova
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Linas, LLC
Company Code 147689083
8. Kerbedzio 23, Pancvérys
BALANCE
3172172005
Formulated according to TFFAS
Reporting cycle 01 01 2005 - 31 12 2005 LTL
GROUP COMPANY

Remarks

Financial year

Financial year

Previous financial

No. ASSETS year
A Long—term assers 7.202.7158 7.509.313 20.230.964
L |intangibleassets g9t |0 334619
L1 [Developmental works | 0 o]
1.3, [Patents, I]ccnscs ) 21.261 0
14, fSoftvate 167630 |0
i (Tt 5755344 | 12395 | 18.923.646
L lad BT IR U I [
112, |Buildings o ! 0 | 11.948.499
VII 3 _ Snuciuzes o _ 0 0oy 245 998
L4 Mdchmuy fmd eqmpmcm ] 4 032 088_______ o 1 4 894 52
(115, |Means of transport 293596 0 392.057
Other cquipment, appliances, instruments and
L6, |eear 1.114.805 12,395 1.268.106
117.  |Unfinished construction [ — LU 0
11 8 o Olhu 1anglble assels - 314 835_ s N ]74 460___
Il. ) Financial asscts B 4,47, 1.1 141 737 7451245 | 972 699
Investments 1o affiliates and associated '
JILE. - Jeompanics 32;49. 0 . 6.309.508 L9855
1112, [Loans to affiliates and associated companies | 414, o 1 0 1 o
II] 3. B Amounls wcuvul afler one year 3L 1 13] NEY S 1, 31 737________ 952,844
104, |Other financialassets | 10.000 | 10.600 .10.000
IV.  [Other Iong -term assets o | 24 116 723 45,673 i .
IV.l.  |Deferred corporation taxassets | 429 116723 | 45673 | O
V.2, |Other long-term assels B I T T I
B. Short-term assets 46,792,811 28.195.645 31.591.170
e ek prepayments ;i:i‘('l"unaccomp]iéhéiim”' . e O m S A s
L |contracts 15941204 | 2 | 17178044
L1, |Stock ' 15.656.293 0 | 16373785
L1 |Raw mdlumlb dm pdokagma Jloclucls - 3 353 759 1 0 "3 209, 693
I l 2. Unhmshud  production - 7 696 0467 6 ~1.375.490
113, |Ready production | 4.606.488 o | 5788602
I 1 4. |Goods, purchased forresell G 0 0
115, |Other stock R T O o | o
12, [Prepayments an 284911 T2 804359
L3 Unaccomplished contracts 0 0 0
26,412,
Ii,  [Amounts, receivable over one year A 21.701.335 1 14.949.699 | 7 946.043
111, Customers’ dcbls _ 20. 976 084 _ 2. 986 427_ 27 191
112, |Debts of affiliales and associaled companies _ 0 & 0 1 G
113, Other 1ecuv’1blc amounts - 775 251 l 963 777_ | 818852
1. |Other shmt—tcrm assets 27 7.992.541 12.902.541 | 4.447.858
ML [Shorttem invesments o [ o] 1681900
|Other <;hozl ter m assets ) | 48414, 992 541 n ____12 902 541 | 2765958
Currency and its equivalents 27, 1.157.731 343.403 2.019.125
Total assets 53.995.526 35,704.958 51.822.134




GROUP COMPANY
. . . Previous {inancial
Remarks Financial year Financial year )
No. | PRIVATE ASSETS AND OBLIGATIONS | . el
C.  |Private assels 28, 35,500.016 35.108.798 32,707.008
L |Capital o Tans | 24038990 | 24038990 | 24.038.990
L1 [Capital (authorized) 24 938 ECA I RS2 038 990,,,.‘. 24 (}38 990
12, |Signed unpaid capital () 0 o O
13, [Shares premiums o | 0 0
14, i’il\fdlc shal es(- ) ] 0 0 _ 0
4.16. 8378511 ¢ 8378511 | ___10 363 (}88 N
igatory R . 2070473 | 2071473 | 1571473
m.2. |For purchase of proprictary shares 0. L 0.
IiI 3 ) Olhc] reserves ' 6307038 3 6 30’/‘ 038 1 8. 791. 613
IV.  |Retained profit (losses) 417, 3.082.515 2.691.297 | -1.695.070
v Prof"t of reporting year (losses) ' 3044787 2,646,458 91, 041_____
Profit (detriment) %kno\\lcdgcd in profit
INARE (dclnmenl) report 2.800.118 2.401.789 14896
o Profit (detriment) not 1cl\zmnludaud in profit I
V1.2, |(detriment) report ] an | 244669 [ 244669 | 105937
Iv.2.  [Profit ((Ietnment) ofprevmus vear } '_ N 37 728_':' ' 44 839 i —l 6(}4 029
D. Gr(mﬁs, subaidics 29,418, 0 0 10 000
E. Payable AMONNLs (md obhgatmns 2,10, 18.495.510 596.160 19 105. 126
e ot pavabie in one year and Tongs o DT S E ok )
L. ....[termobligations 203063 4 D p 748888
L1 |Fivancialdebts ... O 0] 7488488
1.1.1. [Leasing (financial rents} or similar obligations 0 o 0
iIQ,W To credit organizations i 0 488
13 Olhm I"n'mcml debls o 0 0
12, |Debtsto suppliers R L0 e
B3 RCCCWCd P‘CP'?).".“.‘*.!I.‘.S.....,,... o o 0.
14" [Suspensions ) o o 0
§.4.§_.____ Rumbmsumnl of obhg'mon and d\,mdndb ' o 0
142, |Pensions and snm]d_l_0_1)]_1_5;11_1_(_)_!15 0 0 0
14 3. [Other siispmsiom 0 0 ¢
15 |Suspended taxes | s 203063 | 0 K
Other pdydb ¢ amounts and long-ter m
16, obligations 0 0 0
o Amounts payable over one year and short-
L |term obligations e | 18202407 596160 | 11616638
n ar part of long-term amount 9491012 | o | sa19783
L2, P inancial debts - 0 L. 16987
12,1, |To credit organizations 420, 0 B 0
122, [Other financial debss 0 o | 116987
L3, [Bebisto suppilezs o 4475497 | 52, 17(}_ . 2 217 607
4. Rebuvcd prepayments o 540 721 229 333 241 T
s 'I ax payment obligations B 4.1, 324 470_ 272 509______ o 139 307‘___
iLe. Oblzgauon:s refated 1o work :ehtlom 421, 2 ’."04 863 | 4220 5 3. 208 437
[L7.  |Suspensions - O U B 0
Other payable amounts and shori-term
1.8 obligations 555733 37.926 572.316
Total proprietary capital and
obligations 53.995.526 35.704.958 51.822.134

General Manage

H /
(/(ﬁ Lilijana Puriene




Linas, LL.C
Company Code 147689083
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PROFIT (LLOSS) REPORT

Formulated according to TFAS

Reporting cycle {1 01 2005 -31 12 2003
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Acl Na. ...

ARTICLES

Remarks
No.

GROUP

COMPANY

Financial year

Financial year

Previous
financial vear

V2 .

VL
vz

VIL1.

VIL2.

valL

X

XL

XL

ACTIVITY EXPENDITURES

|SALE INCOMF

|Ineome for sold goods
Income for sold services &
_|SALE COST PRICE

_|Cost price of sold production

Cost price of sold services

GROSS PROFIT (LOSS)

P

2.11.4,

. 73.290.024

72815655 |

Saig

Common and administrative
PROFIT (LOSS) OF STANDARD
ACTIVITY

OTHER ACTIVITIES

Income

Expenditures

“IFINANCIAL AND INVESTMENT
VIL

ACTIVITIES

Income

Expenditures

|PROFIT (LOSS) OF ROUTINE
ACTIVITY

UNSCHEDULED
|LOSSES.
PROFIT (LOSS) BEFORE TAXATION

PROFIT TAX

NET PROFIT (LOSS)

43040

4.27

(o)

4743691 ..

51424251 |

. 51080928

43323

. 21.865.773
18434044

76374111 ..

10796633

3431729 |

. (182.147)
381814
563.96]

410.438 |

1065764
. 635326

3.660.020 } |

0

© 3.660.020

859.902
2.800.118

45.570.106

74.238.125

45200216
363,890
31749866

31.480.149 |

13.802.602.

435523

51365855
51.251.235

269717

13.820.240 §

4653499
6.728.024.

(222.869)

T2

340621

..561.869,

L101.952 )
(440083 |

2877117 )

ATS.928 | .

2.401.789

2438717 1

28777174 o

314620
22.672.270
13737665
L 5A15835
9.341.830

6.914.605
(6.055.438)
413200
| 6468.638
(§75.796)

172,192
747988

283.371
o
o

(283371 |

374412
(91.041)

General Manager

~

Lilitana Puriene
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General sharcholders' meeting
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ActNo. ...

Formed in direct patiern

CURRENCY CIRCULATION REPORT
31 December, 2005

Report period 01 01 2005 - 31 12 2005 LTL
mo. Atticles GROUP ENTERPRISE
- . . - Previous financial
Financial year { Financial year
year
L Pri |maly actmty currency circulation
L1, Ear nings ofteport period (including 70.680.424 54.437.125 75.411.014
| YAT) e | ST N IO
LT [Eamings Gomclienss | 69248763 50154931 T 75.040.725
112, |Other earnings 1431.6610 4282094 370289
L2, chort period payouts ] ) (64.182.626) (48 171. 870) o (65 215 527}
12,1, Payouts (o suppiiers of products and raw (40.784.224) {25.826.117y (40.953.117)
... imaterials (including VAT) b
1.2.2. Monetary payouis related to work relations (22.022.734) {17.983.615) {22.158.158)
123, |Taxespaidtobudget 1 (1.304514)y  (1.130.106) . (1.318.628)
1.2.4.  |Other payouis (71.134) (3.232.032) (785.624)
Cash circuiation of primary activity 6.497.798 6.265.255 10.195.487
il. Currency circulation of investment
IL1. Procurement of long-term assets {excluding {945.912) (945.912) (3.659.722)
.. .invesiments) B S
11.2, Transfer of long term assets (cxciudmg 522.650 519.200 476.767
| levEStMIEIES) U o e
I3, [Procurement oi lcmo tc1 m mvc:lmcnls _ 36333 0 o {10.000)
II 4, P]ocmezmm of short-tern investments of 0 (1,681,900
15, |Transfer of long-torm investments SR S— 0
II 6. |Transfer of short-lerm investments 2.600.000 2.600.0000 - 7.259
I.7. ,___P:owsmn ofleaps | (5.843.046)f  (11.138.256) (5 993 41y
]I 7 1. _{¥o branches O  (5312.000)
172, {To company workers 3267900 (310.000)
i.7.3, Io other third parties _ (5 516.256) (5 516,256) (5 993 i41)
ilL8. Return ofloans 332.416 ] ~ 734.416| 3 439,727
it 8.1. |from bzanchbs o SOy 402,000 e
1182, |From company workers Laizae o 31241 0
I1.8.3. |From other thir e 20,000 ’)O 000 3.459.727
IL9. SN o .0
110, fTnterests received for loans granted 153787 153787} 48363
iIL11. {Other currency circulation increases of 0 0 0
_|investment activities o N
11,12, Other curreney circulation decreases of (13.631) (13.650) 0
investiment activities
Cash circulation of investment activity (3.559.090) (8.090.416) (7.352.647)
HI. Currency circulation of financial activity 0 0
11} Currency circulation related to company {730) (730} (1.97%9)
e { OIS i SR PO
1Li.1. |Emission of shares ] 0y o0
f11.1.2. {Owners' contributions to loss 0 G 0
reimbursements o il .
[i1.1.3. [Procurement of own s]mz‘cs 0 [ ) 0
1.4, sy as0) 1979
1.2, leency circulation relaied to other (3 780.1 82) 164.884 (5 131, 5733
_|financial sources [
1121, |Inerease of financial debts 4887664  3.137.916 0
III 2.1.1. Receipt of loans from credit msumuons o 4 887 664 3.137.916 0
111.2,1.2, | Receipt of oans from associated and third 0 0 0
L |parties o . :
i11.2.1.2. | Emission of bonds o 60
{11.2.2. iReduction of financial debts {8.557.403) (’3 86? ’531) . (5.038.920)
i11.2.2.1 {Return of loans fo credit institutions ((8.004.793) (2.483.972) (4.371.801)




No.

Articles

GROUP

ENTERPRISE

Financial year

Financial year

Previous financial

year
[11.2.2.2.[Return of loans to associated and third 0 0 0
[1.2.2.3.iProcurement of own bonds OO 0
224 Ioerests paid for (552.610) (378359 | (667.065)
l11.2.2.5 iLeasing (fnancial ren) payments  F 0 0 R
12,3, {Interests received for bank accounts 2540 2286 32353
I1.2.4. ilncrease of company's other obligations .. 40.000 400000 ... 0
112,53, Reduction of company's other obligations (152.987) (152.987) (105.000)
1113, Other increases of currency circulation of 169.201 168.239 0
L4, Other reductions of currency circuiation of (197.939) (182.891) ¢
financial activity
Cash circulation of financial activity (3.809.670} 149.482 (5.113.552)
1V, Currency circulation of special articles | 0] 0 LD
IV.1.  [Increase of currency circulations of special 0 0 0
IV.2.  |Reduction of currency circulations of 0 0 O
special articles
V. Impact of currency exchange rates to 6.285 (43) (11.386)
cash and equivalent currency remainder
VI Net currency circulation increase (804.677) (1.675.722) {2.282.098)
{reduction}
VIL Currency and currency equivalends at the 2.022.408 2.019.125 4.301.223
beginning of the period
VIII.  |Currency and currency equivalents at the 1.157.731 343.403 2.019.125

end of the period

General Manager b

Lilijana Puriene




Public Limited Company Linas
Corporate identification 147689083
S. Kerbedzio Street 23, Panevézys

Meeting of 2¢G April, 2006
Resolution no. ...

EXPLANATORY MEMORANDUM

TO THE YEAR 2005 FINANCIAL ACCOUNTS
31 December, 2005

1. GENERAL

1. The Linas company was launched in 1957. A public limited company Linas (further
called the Company) was registered on 8 March, 1993. As part of the shares was acquired by
international sharcholders, the Company was re-registered on 5 Maich, 1996, as an entity
holding foreign capital investments. The number of registration of the Company is [ 96-55,
registration code 147689083. The Company carries on it’s activity in accordance with the
Law on Limited Companies of Lithuania, and other relevant legislation active in the Republic
of Lithuania.

As of 1 January, 2005, the group of companies consisted of AB Linas and it’s three
daughter companies, i.e. UAB Lino gamybiné grupé, UAB Lino investicinis fondas, and
UAB Domus Palanga.

On the basis of a decision of AB Linas, the sole shareholder, the name of UAB Lino
gamybiné grupé was changed into UAB Linas Nordic on 17 May, 2005, and the name of
UAB Lino investicinis fondas was changed into UAB Nordic investicija on 24 October,
2005,

The group of companies underwent several rearrangements in 2005. As of 31
December, 2003, the group consisted of AB Linas and it’s daughter company UAB Linas
Nordic (further called the Group). UAB Linas Nordic has a corporate identification number
1485 32327 and it’s registered address at S. KerbedZio Street 23, PanevézZys.

2. It is the first time the Group has prepared it’s consolidated financial accounts. In the
previous financial year, consolidation of the Group’s financial accounts was not undertaken,
as the contribution of the daughter companies to the volume of the Group’s business was
insignificant.

3. The Group’s financial year starts on January 1st, and ends on December 31st.

4. Neither the mother, nor the daughter company has any subsidiary or representative
offices.

5. No changes in the share capital of the Company occurred during the reporting year.

6. The extraordinary meeting of sharcholders which took place on 14 January, 2005,
approved of the entitlement of the Board of the Company to adopt decisions regarding



passing of the part of the Company’s business, namely that related to real estate transactions,
and the part of the business related to production of textile goods, each part from the
organisational point of view constifuting a stand-alone business entity (including the
Company’s long-term assets with a balance sheet value exceeding 1/20 of the authorised
capital), to it’s daughter companies, i.e. UAB Lino investicinis fondas (Linas Investment
Fund) and UAB Lino gamybine grupé (Linas Manufacturing Group). On the basis of the
decisions adopted by the holding company’s shareholders and the Board of the Company, the
business of manufacturing textile goods, representing a stand-alone business entity from
organisational point of view, was passed by AB Linas since 1 September, 2005, to it's
daughter company UAB Linas Nordic in exchange for newly emitted shares. The real estate
business, representing a stand-alone entity from the organisational point of view, was
similarly passed by AB Linas to it’s daughter company UAB Nordic investicija, in exchange
for newly emitted shares.

AB Linas, being the sole shareholder of UAB Linas Nordic, passed a decision of 31
August, 2005, to increase the authorised capital of UAB Linas Nordic from 10,000 (ten
thousand) Litas to 5,999,000 (five million nine hundred ninety nine thousand) Litas with a
non-monetary coniribution by the shareholder, i.e. the textile goods manufacturing business,
by emitting 5989 (five thousand nine hundred eighty nine) registered ordinary shares with a
par value 1000 (one thousand) Litas per share. As of 1 September, 2005, the rights and
liabilities of AB Linas related to the textile goods manufacturing passed to UAB Linas
Nordic. The information on the linen textile manufacturing business transferred from AB
Linas to UAB Linas Nordic is disclosed in note 4.3 to the Memorandum.

As a decision was adopted to focus on sole business, i.e. textile manufacturing, 100 per
cent of the sharcholding of UAB Nordic investicija was sold for a market price on 29
November, 2005, and 100 per cent of the shareholding of UAB Domus Palanga was similarly
sold on 1 December, 2005.

Having completed the reorganisation, AB Linas is in charge of management of the
financial assets (shares and loans), intends undertaking financial projects, providing
consultancy on the issues of financial undertakings and management, while the daughter
company is engaged in manufacturing textile goods and related activities.

7. The data provided in the annual financial accounts is based on the listing of the assets
held by the Group, and the Group’s liabilities.

8. In 2005, the Group’s enterprises produced 1333 tons of linen and combed yarn (in
2004 - 1614 tons), 5370 thousand m. of raw fabric (in 2004 - 6055 thousand m.), and 5542
thousand m. of finished fabric (in 2004 - 6206 thousand m.).

The range of linen and combed yarn fabrics constituted as much as 75.2 per cent of the
total volume of fabric production (73.1 per cent in 2004). Production of stichware consumed
37.6 per cent of the total production of fabric in 2005 (in 2004 — 24 per cent).

In 20035, a total of 577 new patterns and compositions of fabric was developed, as well
as 57 authored works and 137 designs for collection articles.

The volume of sales of production and services of AB Linas group of companies in
2005 was 73.4 million Litas. Comparing to 2004, the volume of sales dropped by 1.1 per
cent, The main flow of income generated by the Group came from the production of textiles.
Consequently, the outcome of the Group was significantly impacted by the global frends on
the European and world-wide markets of linen industry. On 31 December, 2004, the
agreement concerning frade in textiles and garments between WTO member couniries
expired. As a result, the supply and the imports from China as well as other Asian countries
grew dramatically in 2005. The imports of linen yarn from China to European Union grew by
182 per cent in 2005, compared to 2004, even with the quotas for this category in place. On
the other hand, the price per unit dropped by 5 per cent. The volume of linen fabric imports

2



by Furopean Union from China grew by 511 per cent in 2005, compared to 2004, while the
unit price dropped by 17 per cent. Such a significant increase in competition, has resulted in
an impairment of the outcome in 2005, compared to 2004,

The volume of exports in 2005 was 68.8 million Litas equalling 93.8 per cent of the
total product sales. The breakdown of the sales by country is as follows: Sweden — 48.2 per
cent, Italy — 7.8 per cent, Estonia - 4.3 per cent, Morocco — 3.5 per cent, USA — 3.2 per cent,
Lithuania — 6.2 per cent, other countries — 26.8 per cent. The total number of countries where
sales took place is 28.

The Company has attended 9 major specialist trade fairs in Germany, France, Italy,
Japan, Latvia, Russia, and Lithuania,

As of 31 12 2005, the Company had 1633 persons on it’s payroll list. The average
number of staff’ dropped by 2.3 per cent over a year. Remuneration for the employees has
been paid in accordance with the approved provisions of work pay, the laws on employee
safety and health protection, as well as other relevant provisions of the Government.
Remunerations have been paid in time, no late payment fines have accrued over the reporting
period.

The main raw materials used by the Company are long line {inen fibre and cotton yarn.
The Group’s companies purchased 1394 tons of long line linen fibre in 2005, of which 38 per
cent came from France, 27 per cent — from Poland, 16 per cent — from Ukraine, 14 per cent —
from Lithuania, 3 per cent — Belgium, and 2 per cent — from the Netherlands. The price of the
raw fibre dropped by nearly 8 per cent, compared to 2004.

The Company purchased 235 tons of cotton yarn in 2005, of which 50 per cent in
Lithuania, 36 per cent in Latvia, 14 per cent in Estonia. The price per ton of cotton yarn
dropped by 10 per cent, compared to 2005.

Most of the chemicals and dyes was procured from Germany, Switzerland, and
Scandinavian countries.

H. ACCOUNTING POLICY
1. Regulations the financial accounts have been based upon

The Group executes accounting and prepares financial reporting in accordance with the
legal provisions of bookkeeping and accounting, and financial reporting of the Republic of
Lithuania, as well as other relevant provisions, including International Accounting Standards
(IAS) and International Financial Reporting Standards (IFRS).

2, Corporate accounting strategy

2.1, Group’s accounting

2.1.1. For the purpose of financial reporting, a daughter company is an enterprise in
which the Group, either directly, or indirectly has a control, in a form of private ownership or
otherwise, of a block of shares representing more than a half of the total votes in that
enterprise.

2.1.2. The daughter companies are included in the consclidated financial reporting
since the date the Group acquires control over the daughter company, while consolidation in
respect of a daughter company ceases since it is no longer controlled by the Group. Any
deals between the Group’s companies, outstanding balances and any outstanding profit (loss)
resulting from the deals between the Group’s companies, 1s to be eliminated. Financial
accounts of a daughter company may be omitted from the consolidated reporting in case the
daughter company is not significant in terms of the Group’s business, i.e. the assets of the
daughter company, at the end of the current financial year, do not exceed 5 per cent of the



assets of AB Linas, and the daughter company has generated no net income from the sales
during the reporting year.

2.1.3. An associated company is a company in which the Group controls from 20 to 50
per cent of voting shares, or the Group has a significant influence in a different way, without
controlling the shares.

2.2. Long-term intangibles accounting

2.2.1. Any non-tangible asset which is employed in the activity of the Group’s
enterprises for longer than a year, shall be recorded as intangible property in the financial
accounts provided it meets the following recognition criteria: a) the Group’s enterprises are
reasonably expected to generate future economic benefits on the basis of the said asset; b) the
acquisition (production) cost of the asset is readily identifiable and separable from the value
of the remaining assets; ¢) the Group’s enterprises have control of the asset or are in a
position to restrict other persons’ access to disposal of the asset.

2.2.2. The Group has set across it’s companies a threshold of minimum acquisition
(production) cost for intangible assets, upon surpassing of which the asset is to be classified
as long-term intangible property.

2.2.3. Long-term intangible assets are shown on the balance sheet at their balance value
to be estimated by subtracting accrued depreciation form the acquisition value.

2.2.4. Depreciation of long-term intangible assets is performed by applying a
depreciation rate set by the Group. The linear depreciation technique is applied. Depreciation
of intangible assets starts counting since the first day of the next calendar month since the
commencement of the use of the asset in the company’s business. Depreciation ceases
counting since the first day of the next month since the writing-off of the asset, or since the
date of the sale, as the case may be,

2.2.5. The liquidation value of long-term intangible assets is set at 1 Litas.

2.2.6. The cost of operation of long-term intangible assets is attributed to the cost
falling within the reporting period during which the cost was incurred.

2.2.7. No changes in the policy of accounting of long-term intangible assets or
valuations of long-term intangible assets for accounting purpose have taken place over the
reporting period.

2.2.8. The Group’s companies have no long-term intangible assets subject to
depreciation over a more than 20 years period, or any intangible assets subject to legal or
contractual restrictions for it’s disposal.

2.2.9. The Group has no mortgages of long-term intangible assets to secure it’s
liabilities.

2.2.10. All the advance payments for long-term intangible assets have been recorded
on a single intangible assets account, irrespective of the kind of the asset paid for.

2.2.11, Additional information concerning long-term intangible assets of the Group and
the Company has been disclosed in notes 4.4 and 4.6 of the Memorandum.

2.3. Long-term tangibles accounting

2.3.1. Tangible assets purchased by the Group’s companies are classified as long-term
assets subject to meeting all the following criteria: a) the asset is to be used for more than one
year; b) the asset is reasonably expected to serve as a basis for generating economic benefits
over future accounting periods; ¢) it is possible to reliably identify the cost of acquisition
(production) of the asset; d) the cost of acquisition (production) of the asset is at least equal
to the minimum acquisition cost for long-term assets, i.e. of 500 Litas, applied across the
company; e) the company has taken all the risks related to the subject tangible asset.



2.3.2. Long-term tangible assets are recorded for accounting purposes at their actual
acquisition (production) cost.

2.3.3. Advance payments for long-term tangible assets shall be recorded on a single
tangible assets account, irrespective of the kind of the asset.

2.3.4. The Group’s companies apply acquisition cost technique for accounting of all the
long-term tangible assets. In accordance with the acquisition cost technique, the assets, either
acquired or produced, are recorded in the accounting at the cost of acquisition, and shown in
the financial reporting at balance value, to be estimated by subtracting from the acquisition
cost the accrued depreciation and any reduction in value due to discounting in price.

2.3.5. Depreciation of long-term tangible assets is calculated on a yearly basis by
applying a depreciation rate set by the head of the company or a board assigned by the head
of the company, in accordance with relevant provisions of the Law on Profit Taxation.

2.3.6. Depreciation of long-term tangible assets is calculated in the Group using linear
depreciation technique. Depreciation of tangible assets starts counting since the first day of
the next calendar month since the commencement of the use of the asset in the company’s
business. Depreciation ceases counting since the first day of the next month since the
writing-off of the asset, or it’s disposal, or since the entire value of the asset (minus
liquidation value) is assigned to the cost.

2.3.7. Any disposal of long-term tangible assets by the Group’s companies shall be
registered showing the profit or loss occurring from such transaction. The outcome is
obtained by subtracting from the sale revenues of the asset it’s liquidation value and the cost
related to the transaction.

2.3.8. Mortgages of long-term tangible assets and long-term tangible assets rented from
third parties are accounted using class 0 bookkeeping accounts.

2.3.9. No changes in the long-term tangible assets accounting policy have occurred in
the Group, and the Company, over the reporting period. Accounting revaluations of tangible
assets in 2005 have been insignificant and disclosed prospectively in the financial reporting.

2.3.10. More information on long-term tangible assets has been disclosed in notes 4.5
and 4.6 to the Memorandum.

2.4. Accounting of financial assets and other long-term property

2.4.1. The Group classifies it’s financial assets as long-term and short-term assets.

2.4.2. Long-term financial assets comprise investments in daughter and associated
companies, invesiments in other companies’ shares, long-term loans issued by the Group to
it’s employees, long-term loans issued to third parties, and any other amounts due to be
received after one year. Short-term financial assets comprise short-term investments in other
companies’ shares, investments in other securities, and short-term loans.

2.4.3. Financial assets are valued on the basis of cost of acquisition and are shown in
financial reporting in accordance with the cost approach.

2.4.4, More information related to financial assets is disclosed in notes 4.7 and 4.8 of
the Memorandum.

2.4.5. The category of miscellaneous financial assets comprises the deferred tax-on-
profit financial asset. The information on the deferred tax-on-profit financial asset is
provided in note 4.28 to the Memorandum.

2.5. Stocks accounting
2.5.1 Stocks comprise short-term assets, such as raw materials, supplies, production in

progress, finished products, and purchased commodities intended for resale, which are
consumed by the Company for earning revenues over one year. Any tangible assets, used in



the activities of the Group’s companies, with a unit value under the minimum threshold value
set by the Group for long-term tangible assets is classified as a short-term stocks asset.

2.5.2. The Group performs valuation of stocks in accordance with FIFO technique, i.e.
those stocks that were acquired earliest are assumed to be the ones sold or consumed first
(first in first out).

2.5.3. The stocks of the Group (except of production in progress) are accounted in
accordance with continued stocks accounting method, each occasion of acquisition
(production) and sale (consumption) of stocks being recorded in the accounting, Unfinished
production is accounted on monthly basis.

2.5.4. Stocks are recorded in the accounting on the basis of valuation at acquisition
cost, while in financial reporting stocks are reported at the lower of acquisition (production)
cost and net potential sale value.

2.5.5. The cost of acquisition is valued by adding all the acquisition fees and duties to
the acquisition price (except of those to be subsequently recovered), as well as shipping,
preparation for use and other expenditures directly related to the acquisition of the stock.
Stocks shipping, warehousing, and other expenditure may be recognised during the period
these occurred, provided such expenditure is insignificant.

2.5.6. The cost of production comprises direct and indirect expenditure of
manufacturing. Direct costs comprise those items of cost which are readily attributable to the
products manufactured, i.e. such as main supplies (raw materials), component parts, energy
supply, and direct work pay. Indirect production cost comprises the amounts of work pay and
social welfare contributions of the employees who, while are not directly related to
production, provide necessary conditions for the production processes to take place,
depreciation of the long term assets, as well as other produclion expenses not directly
attributable to particular products or product groups.

2.5.7. The unit cost of manufactured semi-finished products and finished products is
assessed by assigning the raw materials cost to the items of produce in accordance with the
raw materials consumption allowances set by the Company, while the remaining direct and
indirect production costs are distributed to the produce in proportion to the allowances set by
the Company.

2.5.8. The stocks are discounted to the potential net sale value by individually valuing
each item of the stocks or each group of similar stocks. Assessing the net potential sale value
takes account of the purpose for which the subject stock is being stored. Raw materials and
other supplies stored for the purpose of product manufacturing shall not be discounted below
their cost of acquisition, provided the products to be produced using the subject stocks are
expected to sell at the cost of manufacturing at least, or a higher price, except when there is
surplus of raw materials or other supplies in the Group. The loss incurred by discounting all
the stocks to net potential sale value as well as any other loss of stock shall be recognised as
an item of operational cost incurred during the period such loss occurred. Any reversion to
the discounting of the stocks, undertaken due to the growth in the net potential sale value
shall be accounted by making a relevant reduction of the operational cost of the period.

2.5.9. The information on the stocks of the Group and the Company is disclosed in note
4.10 of the Memorandum.

2.5.10. The information on the advance payments made by the Group and the Company
for short-term assets and services is disclosed in note 4.11 of the Memorandum.

2. 6. Accounting of receivable amounts

2.6.1. One year receivables comprise the entitlements to receive amounts of moneys or
equivalent financial assets from third partics. Specifically, this is due amounts for products
sold or services rendered, loans due for repayment, advance payments for financial assets
due, as well as other kinds of debt contracted to the Company.
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2.6.2. Advance payments for non-financial assets (such as intangible assets, long-term
tangible assets, inventories, etc.) are not considered receivable amounts.

2.6.3. One year receivables are recorded for accounting purpose at the acquisition cost
representing the value of the remuneration due.,

2.6.4. Receivable amounts are shown at net value in the annual financial accounts, i.e.
by subtracting the share of bad debt. The cost of bad debt is recorded as an item of the
Company’s operational cost and is included in the profit and loss statement of the reporting
period.

2.6.5. The Group applies direct assessment technique for evaluation of bad debt costs.
Any debt due to the Company whose repayment becomes doubted is moved to the
bookkeeping account of supervised debt. Any receivable amount becomes a bad debt on the
basis of receipt of reliable information concerning it’s repayment insecurity.

2.6.6. Notes 4.12 and 4.13 of the Memorandum reveal the information on the one year
receivables and bad debts of the Group and the Company.

2.7, Accounting of other short-term and monetary assets

2.7.1. Financial assets of the Group comprise moneys in Litas and foreign currency in
cash desk and on current bank accounts, and financial assets equivalent to moneys, i.e. short
term investments, bonds, termed deposits, etc. whose maturity is shorter than 3 months. The
Group had no moneys-equivalent financial assets as of the end of the financial year.

2.7.2. Miscellaneous short term assets comprise short term investments in shares and
other securities, short-termed deposits (over 3 months), short-term loans issued.

2.7.3. Note 4.14 of the Memorandum provides information on long-term and short-term
loans issued by the Group and the Company, indicating the type of currency, rate of interest
and maturity term.

2. 8. Accounting of own capital stock

2.8.1. Own capital stock comprises the share of the authorised capital which has been
subscribed, the mandatory reserve stock, and undistributed profit (loss).

2.8.2. The authorised capital of AB Linas bas been divided into registered ordinary
shares. The number of shares is 24,038,990, with a par value of 1 Litas per share. The
number of shares issued and paid for is 24,038,990. The Group has no unsubscribed shares.
The shares of the Company are not material, The shareholding is recorded by making
relevant entries in the personal securities” accounts of the shareholders. The information on
the authorised capital of the Company is disclosed in note 4.15.

2.8.3. Neither daughter companies of AB Linas nor associated companies have any
shares of the Company.

2.8.4. The Company has no it’s own shares purchased by itself.

2.8.5. The information on the reserves of the Company is provided in note 4.16 of the
Memorandum.

2.8.6. Pursuant to the accounting policy adopted by the Group, long term tangible assets
and financial assets are recorded for accounting purpose and shown in financial reporting at
the value of acquisition, therefore no revaluation account is used.

2.8.7. Draft profit distribution prepared by the AB Linas management is provided in
note 4.17 of the Memorandum.

2.8.8. The profit distribution approved by the shareholders meeting is included in the
financial reporting of the period during which the shareholders’® approving decision was
passed concerning the profit distribution, irrespective of the time when the profit was actually
earned.



2.9. Subsidy accounting

2.9.1. The subsidy (grant) or it’s part is recognised as having been spent in the
accounting period during which the costs related to the subsidy (grant) are incurred. The
balance of the amount of the subsidy (grant) is shown on the balance sheet.

2.9.2. Note 4.18 of the Memorandum to the financial accounts provides information on
the subsidies (grants) received by the Group / the Company.

2.10. Liabilities accounting

2.10.1. Financial accounting of the Group records current liabilities, i.e. those liabilities
acquired by the Group’s companies, subject to fulfilment by the Group.

2.10.2. The liabilities are classified on the basis of their fulfilment requirements, i.e.
long-term liabilities representing such liabilities which are due to be fuifilled by the Group’s
companies within a period exceeding one year, and short-term liabilities, representing those
liabilities to be fulfilled within an ordinary cycle of business activity, i.e. twelve months.

2.10.3. The liabilities are assessed on the basis of their cost of acquisition, representing
an amount of moneys, or an equivalent asset, to be paid at usual business circumstances.

2.10.4. Group’s liabilities shall accrue on account of the paid leave earned by the
employees of the Group’s companies. The cost of paid leave shall accrue on a monthly basis.
At the end of the current {iscal year, the amount of accrued leave payments shall be adjusted,
by precisely calculating the amount of leave payments (including social insurance) earned by
cach employee over the financial year and not exhausted so far, as well as the balance of
duration of leave not yet exhausted by each employee. The information on the amounts of
paid leave payments, accrued as liabilities to the Group and it’s companies, is provided in
note 4.21 to the Memorandum,

2.10.5 The information on short-term and long-term liabilities of the Group and the
Company is provided in note 4.19 to the Memorandum,

2.10.6 The information on the status of the debt of the Group and the Company in
respect of credit institutions is disclosed in note 4.20 to the Memorandum.

2.11. Income accounting

2.11.1. Incomes are recognised in line with the accruals principle, i.e. an income is
recorded in the accounting at the moment it is earned, irrespective of when the money is
actually received. Upfront or similar advance payments are not recognised as income. Any
revenues which are received over the reporting period, and are not recognised as income, are
shown on the balance sheet as liabilities.

2.11.2. Income is assessed at it’s true value, i.e. the sale price indicated in the sale-
purchase agreement.

2.11.3. Usual business income of the Group and the Company comprises the revenues
generated by the sale of the products, i.e. fabrics, stichware, yarn, combed-away remnants of
yarn, and also by provision of production manufacturing services.

2.11.4. Income from usual business is recognised as earned income, is recorded in the
accounting and shown in the financial reporting at the moment the sales of production or
production related services occurs, subject to availability of a reliable assessment of the
amount of income. Note 4.22 to the Memorandum provides information on the income and
expenditure of the Group and the Company related to usual business, on the basis of division
by geographical areas and branches of business.

2.11.5. The information on the operational cost of the Group and the Company
according to major items of cost is provided in note 4.23 to the Memorandum.



2.11.6. Unusual income represents income generated by miscellaneous activities, i.e.
income from sale of goods intended for resale, income from sale of surplus inventories,
income from sale of unusual products or provision of unusual services, the profit from
disposal of long-term assets (except of financial assets), as well as income from other kinds
of atypical business activity and / or singular business fransactions. Note 4.24 to the
Memorandum provides information on the income and cost of unusual business
undertakings.

2.11.7. Financial and investment business income comprises the interest on the loans
issued to physical or corporate entities, the interest on the moneys deposited with banks, any
profits resulting from a change in foreign exchange rate, recognised forfeiture for delay of
payments and other fines, dividend income, any profits arising from disposal of long-term
investments or revaluation. Note 4.25 to the Memorandum provides the information on the
income and cost of financial and investment undertakings of the Group and the Company.

2.11.8. Extraordinary business income, 1.e. incidental income, comprises any income
resulting from incidental business events, not assignable to usual business.

2.12. Costs accounting

2.12.1 Costs are defined as any decrease in economic benefits manifesting as a
reduction in value of assets, or liabilities assumed during the reporting period. For the
purpose of financial accounting, only that part of expenditure which is incurred in earning the
income of the reporting period, or alternatively that part of expenditure which might not be
related to earning of income of any of the forthcoming reporting periods, is recognised as the
costs. Any expenditures falling within different accounting periods, are distributed to such
accounting periods during which they generate economic benefits to the enterprise.

2.12.2. For the purpose of recording cost in the accounting, costs are recognised in line
with accruals and comparison principles, within the reporting period during which the
income, related to the subject expenditure, is earned, irrespective of the time when the
moneys were actually expended.

2.12.3. Sales cost comprises the cost of products sold, the cost of services provided, and
the cost of commodities resold.

2.12.4. Operational costs in the Group are classified as general costs and management
costs.

2.12.5. Unusual business cost comprises losses due to disposal of long-term assets, the
cost of sale of products / services which are not attributable to usual business, the cost of
lease of premises or provision of accounting / consulting services, as well as other
miscellaneous atypical business costs, and the costs of incidental or singular business
transactions.

2.12.6. Financial and investment business costs comprise interest costs, any costs
occurring due to reduction in value of investments, any losses of disposal of investments, any
fines and forfeitures due to delay in payment, the cost resulting from a negative change in
foreign currency rate, the loss / profit of disposal of long-term investments, the cost arising
from revaluation of investments, and other costs of financial and investment undertakings.

2.12.7. Atypical loss comprises any loss resulting from incidental events that are not
attributable to usual business.

2.13. Profit taxation accounting

2.13.1. The tax on the profit due as a result of the reporting year is shown in the
financial accounting at the moment the profit of the reporting year is calculated upon the end
of the accounting period, not at the moment a liabilily is incurred on the basis of the
outstanding tax on profit amount. The profit, in accordance with the provisions of calculation
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of the tax on profit, is adjusted with any cost which incurs no reduction to the tax on profit,
and any income which is not taxable or is taxable in addition to regular taxation procedure.
‘The rate of the tax on profit is 15 per cent. The loss related to profit taxation may be carried
forward five years.

2.13.2. The cost of the profit tax of the reporting year is calculated by adjusting the
profit tax of the reporting year with the amount of any deferred profit taxes. Deferred profit
taxes are calculated in accordance with the approach applied in respect of balance sheet
tiabilities. Deferred tax on profit reflects the net taxation effect due to provisional differences
between the value of assets and liabilities in the financial accounting and the taxation
accounting. Deferred taxes, as an asset or a liability, are valued applying the taxation rate,
which is expected to apply in respect of the period during which the subject property would
be disposed of, or the liability discharged. The deferred profit tax, as an asset, is recognised
on the balance sheet to the extent it is expected to be discharged in the near future, based on
the forecast of taxable profit. In case there is a part of deferred profit tax which is not going
to be discharged, it is then not recognised in the financial accounting.

2.13.3 The Company’s profit tax costs and deferred profit taxes are shown in detail in
note 4.27 to the Memorandum.

2.13.4 The information on the Group’s deferred profit taxes is provided in note 4.28 to
the Memorandum.

2.14. Foreign exchange

Any transactions executed in a foreign currency are converted into Litas at the official
exchange rate set by the Bank of Lithuania at the transaction date, which is roughly equal to
market rate of exchange. Monetary assets and liabilities are converted into Litas at the
exchange rate of the date of the balance sheet. The balance sheet as of 31 December, 2004,
and 2005, is based on the following currency exchange rates:

2008 2004
[ EUR =3.4528 It 1 EUR =3.4528 Lt
1 USD =2.9102 Lt 1 USD =2.5345 1.t

Any profit / loss related to monetary transactions is recognised in the profit and loss
statement covering the period during which the subject profit / loss occurred. Any profit /
loss subject to converting, is accounted on the basis of the conversion rate valid at the end of
the reporting period.

3. Revisions to the accounting policy and corrections of essential mistakes

3.1. Preparing the financial accounting in 2005 in accordance with the International
Financial Reporting Standards did not incur any material changes of the accounting policy
related to application of IFRS.

3.2 The change in the accounting approach of the investments in daughter companies,

While preparing the financial accounting in 2004, in accordance with the National
Accounting Standards, long-lerm investments’ accounting on the basis of the cost at
acquisition was abandoned in favour of accounting long-term investments in accordance with
equity accounting approach. When preparing the accounting in 2005, in accordance with
IFRS, the investments in daughter companies were again accounted in accordance with
acquisition cost approach. This change in the accounting policy taking place in 2005 was not
reflected retroactively, as it was not material and incurred no distortion to the comparison
data.
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3.3. The errors of the accounting of 2004 as well as earlier periods, disclosed while
preparing the accounting in 2005, were reflected both retroactively and foreactively. Non-
essential errors producing no material impact have been corrected in respect of the future
accounting, while any essential errors with material impact have been reflected also
retroactively. The costs of profit tax in the Company miscalculated in the previous years have
been revised retroactively. Correction of the errors is shown in notes 4.1, 4.2, and 4.27 to the
Memorandum.

4, Notes to the Memorandum

4.1. Recalculation of the 2004 balance sheet data due to correction of material errors,

4.2. Recalculation of the 2004 profit and loss account data due to correction of material
errors.

4.3. Information on the textile manufacturing business transfer from AB Linas on 31 08
2005 (Table ‘Textile manufacturing business transfer’).

4.4, The status of the long-term intangible assets of the Group and the Company, and
their change over the reporting period (Tables 4.4.1 “AB Linas long-term intangible assets
change’, and 4.4.2 ‘AB Linas Group of companies long-term intangible assets change).

4.5 The status of the long-term tangible assets of the Group and the Company, and their
change over the reporting period (Tables 4.5.1 *‘AB Linas long-term tangibie assets change’,
and 4.5.2 *AB Linas Group of companies long-term tangible assets change).

4.6. Additional information on the long-term tangible and intangible assets of the
Group and the Company, i.e. adopted average rates of depreciation and amortisation of long-
term assets according to the class of assets (Table 4.6.1 ‘Long-term assets average economic
life), the cost of acquisition (production) of depreciated or worn-down assets still in use in
the company (Table 4.6.2 ‘Depreciated or worn-down assets still in use), information on the
mortgages of long-term assets (Table 4.6.3 ‘Long-term tangible assets mortgages’).

4.7. Long-term financial assets and their change over the reporting period (Tables 4.7.1
‘AB Linas Group of companies long-term financial assets change’, and 4.7.2 ‘AB Linas
long-term financial assets change’).

4.8. Short-term financial assets and their change over the reporting period (Tables 4.8.1
‘AB Linas Group of companies short-term financial assets change’, and 4.8.2 ‘AB Linas
short-term financial assets change’).

4.9. The names of, share of control in, the type of activity, the net profit (loss) over the
reporting period, and the amount of own capital of the daughter and associated companies of
AB Linas (Table ‘AB Linas daughter and associated companies’).

Pursuant to item 2 of Article 6 of the Law on Conselidation of Financial Accounts, the
financial accounting of the daughter companies was not consolidated in 2004, as the input of
the daughter companies was insignificant in respect of the Group of companies, i.e. their
assets did not exceed 5 per cent of the assets of AB Linas as of the end of the fiscal year, and
the daughter companies had no net sales income over the reporting year.

4.10. Gross balance sheet value of the Group’s and the Company’s stocks, their balance
value by type of stock, the balance sheet value of the stocks recorded in the accounting at
their net potential sale value, the amount of discounting to the net potential sale value, the
amount of reversion of the discounting, the balance value of mortgaged stocks, and the stocks
held with third parties (Tables 4.10.1 “AB Linas Group of companies stocks’ and 4.10.2 ‘AB
Linas stocks’).

4.11. Advance payments by the Group and the Company to suppliers for short term
assets and services (Table *Advance payments for short term assets and services’).

4.12. The Group’s and the Company’s one year receivable amounts by major groups of
receivable amounts, their change compared to the previous financial year (Table ‘One year
receivable amounts”).
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4.13. The Group’s and the Company’s one year receivable amounts recognised as bad
debt in the accounting, the cost of bad debt over the financial year, and recovered bad debt
(Table ‘Bad debt).

4.14. Long-term and short-term loans issued by the Group and the Company, including
balance sheet values, maturity terms, accrued interest (Table ‘Loans issued’).

4.15. The structure of the authorised capital stock of the Company, the number of
shares and their par value, the numbers of shares held by the state, the municipality, the
company (redeemed shares), and daughter companies, and respective amounts (Table ‘AB
Linas authorised capital structure’).

As of 31 12 2005, the major shareholders of the Company, holding over 5 per cent of
the shares, were Mr Pranas Jankevitius — 41.71 per cent of total number of shares, UAB
Rentija — 17.29 per cent. Miscellaneous physical and corporate entities of Lithuania and other
countries held 41 per cent of shares as of 31 12 2005, Average price of sale per share on the
market in 2005 was 1.26 Litas, and in 2004 average market sale price per share was 0.87
Litas.

4.16. The information on the reserves of the Company (Table ‘AB Linas reserves’).

4.17. Draft distribution of the Company’s profit (Table ‘AB Linas draft profit
distribution”).

4.18. The subsidies (grants) received (or receivable) by the Group and the Company

(Table ‘Subsidies and grants’).

4.19. Short-term and long-term liabilities of the Group and the Company in accordance
with the term of maturity, showing specificaily those debt liabilities which are secured with
company’s assets (Table ‘Short-term and long-term liabilities’).

4.20. The status of the debt of the Group and the Company to credit institutions,
showing the term of maturity and those loans to be repaid in foreign currency {Table ‘Status
of debl to credit institutions™).

4.21. The Group’s and the Company’s accruals for employee vacations (Table
‘Vacation accruals’).

4.22. The information on the Group’s and the Company’s business branches and
geographical areas (Tables 4.22.1 ‘Typical business of Group of companies’, 4.2.2 ‘Typical
business of the Company’).

4.23. The information on the operational costs of the Group and the Company (Table
‘Operational costs’).

4.24. The information on the cost and revenues of miscellaneous ("atypical’) activities
of the Group and the Company (Table ‘Miscellaneous (“atypical) activities’).

4.25. Financial and investment undertakings of the Group and the Company, revenues
and costs shown by material items (Table ‘Financial and investment undertakings’).

4.26. The amounts of moneys accrued to the executives of the Group and the Company,
and other persons, as well as other disposed assets and guarantees provided (Table ‘Financial
relations to corporate executives and other related persons’).

4.27. The tax on profit due to be paid by the Company and the cost (income) of
deferred profit tax, including a detailed outlay (Tables 4.27.1 ‘Profit tax breakdown’, 4.27.2
‘Recalculation of profit tax costs taking account of permanent and provisional differences of
accounting and taxable profit’).

4.28. Deferred profit taxes of the Group and the Company (Table 4.28 *Deferred profit
taxes’).

4.29. An error is treated as essential in the Company when it’s amount is close to I per
cent of the income from usual business, or due to erroneous calculations a significant
distortion is brought into certain items of the financial accounting of the previous year. Non-
essential errors of 2005 have been corrected in respect of future accounting. Retroactively, in
2005, the Company corrected miscalculations of profit tax cost of the previous years (Table
“The information on error correction in AB Linas’).
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4.30. Material out-of-balance-sheet amounts, i.e. mortgages, guarantees, securities
(‘Out-of-the-balance-sheet entitlements and liabilities of the company®).

4.31. The Group had no material post-balance sheet events non-disclosure of which
might incur a significant impact on the capability of the users of the company’s financial
reporting to make decisions.



4.1, REVISION OF DATA OF BALANCE SHEET OF LINAS LLC
OF 2004 CONCERNING MAJOR ERROR CORRECTION

LTL
Run. ASSETS year 2004 Revision 20{)4: e‘ifter
Nao. revision
A. Non-current assets 20.230.964 20.230.964
I Intangible assets 334.619 334.619
11 Development works _ _ I
12 |Prestige i ' o
1.3, [Palents, licences 43936 45,936
14, [Software 288.683 288.683
L5, |Other infangible assels
1L Tangible assets 18.923.646 18.923.646
II1. {Land
0.2, iBuildings 11.948.499 11.948.499
I3, |Constructions 245,998 245998
L4, |Machinery and equipment 4.894.326 4.854.526
IL3. [Means of transport 392.057 392.057
Other mechanisms, gear, 10ols and )
ILG.  {equipment 1.268.106 1.268.106
117, |Conslruction in progress 0 0
I1.8.  |Other tangible assets 174460 174.460
11T Financial assets 972.699 972.699
Investment into branch and associated D
1.1, {enterprises 9.855 0.855
Loans for associaled and branch
2. jenterprises | 0
I1.3.  |Amounts receivable afler one year 952.844 ' 952.844
[IL.4. |Other financial assets 10.000 10.00G
B. Current assets 31.591.170 31.591.170
Tnventories, prepayments and contracts
L in progress 17.178.144 17.178.144
L1 Inventories 16.373.785 16.373.785
L1.1. {Raw material and assembly products 3.209.693 3.209.693
L.1.2. [Production in progress 7.375.490 7.375.490
1.1.3. {Production produced 5788.602 | 5.788.602
L1.4. |Goods acquired for reselling purposes '
1.2, |Advance payments 804.359 804.359
I3.  [Coniracls in progress
11, Amounts receivable within one year 7946043 | 7.946.043
.1, |Customers' debt F127.191 7.127.191
112, [Debts of branch and associated enterprises
IL3. {Other receivable amounts 818.852 818.852
I1L Other current assets 4.447.858 4.44'7.858
.1, {Current investments 1,681,900 1.681.900
N2, [Fixed-tenm deposils
L3, [Other currenis deposils 2.765.958 2.765.958
V. Cash and cash equivalent 2.019.125 2.019.125
Total assets: 51.822.134 51,822,134




Run. EQUITY AND LIABILITIES )
RemwkNe|  year2004 | Revision | 2o after
No. revision
C. Shareholders” capital 32,846,815 32.707.008
L Capital 24.038.990 24.038.990
L1, iShare capital (subscribed) 24.038.950 24.038.990
1.2, Subseribed unpaid capital
[.3.  {Appendices 1o shares
14, [Gwn shares
IL Revaluation reserve (results)
IIL Reserves 10.363.088 10.363.088
I]. |Obligatory o 1571473 1.571.473
HI.2.  |lVor acquirement of own shares
IIL3. {Other reserves 8.791.615 8.791.615
IV, Retained earnings (losses) {1.555.263) (1.695.070)
IV.1. |Eamings (losses) of (he reporting year 14.896 (91.041)
Earnings (losses) ol the reporting vear
IV.1.1.{from earning (losses) report
Unacknowledged earning (losses) in
IV.1.2.[carning {losses) reporl 14.896 (105.937) (91.041)
IV.2. [Eaming (losses) of the Jast vear {1.570.159)f  (33.870) {1.604.029)
D. Grants, subsidies 10.000 10,600
E. Amounts payable and labilities 18.965.319 19.105.126
Amounts payable after one year and
L. long-term liabilities 7.488.488 7.488.488
11 Finanacial debis ) 7.488.488 7.488.488
Leasing {Tinancial l¢asey or similar
L1.1. Jliabilities
L1.2. {For credit institutions - 7.488.488 7.488.488
1.1.3. {Other financial debis '
L2, |Debts for suppliers
L3. Advance payments perceived
L4, |Extensicns 0 o
Of reimbursement of liabilities and |
14.1. jdemands
1.4.2. [Pensions and similar labilities )
_14.3. [Other extensions
L5, Taxes extended .
Other amounts payabie and fong-term.
L6, Habilities
Amounts payable within one year and
11 short-term liabilities 11.476.831 11.616.638
The part of the current vear ol long-lerm
1. Jdebls 5.119.753 5.119.753
1.2, [Financial debts 116.987 116.987
11.2.1. |For credil institulions
11.2.2. |Other debts 116.987 116.987
I1.3.  |Debls for suppliers 2.217.607 2.217.007
II.4.  {Advance payments perceived 241.731 241731
II.5.  {Liabilities of income tax 3.3, 139.807 139.807
1.6, (Liabilities related to industrial relations 3.208.437 3.208.437
1.7, |Extensions
Other amounts payable and short-term:
.8 {liabililies 572.316 372.316
Total equity and labifities: 51.822.134 0 51.822.134




4.2. DATA REVISION DUE TO THE CORRECTION OF MAJOR ERRORS
OF EARNINGS (LOSSES) REPORT OF LINAS LLC 2004

LTL
i‘:’ ARTICLES Rk | Year2004 | Revision 232‘4;‘1??
I SALES INCOME 74,238,125 74.238.125
L1 Income for sold goods 73.802.602 73.802.602
L2 |Income for services provided | 435523 435,523
11, |COST OFf SALES 51.565.853 51.565.855
I} 1Cosl of production sold 51.251.235 51.251.235
.2 3Cost of services provided 314.620 314.620
IIZ. |GROSS PROFIT (LOSSES) 22.672.270 22.672.270
IV. ‘OPERATING EXPENSES 15.757.665 15.757.665
V.1 [Sales 6.415.835 6.415.835
1V.2 |Total and administrative 9.341.830 9.341.830
V. OPERATING PROFIT (LOSSES) 6.914.605 6.914.605
VI |OTHER ACTIVITY (6.035.438) (6.055.438)
VI.1[ Income 413.200 413.200
V1.23 Ixpenses 6.468.038 6.408.638
VIL [FINANCIAL AND INVESTING ACTIVITY (575.796) (575.796)
VLI come 172.192 172.192
V2| Expenses 747,988 747.988
VIII. JORDINARY PROFIT (LOSS) 283.371 283.371
X, |[EXTRAORDINARY GAIN ) 0
X, EXTRAORDINARY LOSS 0
X1 {PROFIT (LOSS) BEFORE TAXATION 283.371 283.371
XIL ICORPORATE INCOME TAX 33, 268.475 105.937 374.412
XIII. [NET PROFIT (LOSS) 14.896 {(91.041)




4.3. TRANSFER OF TEXTILE PRODUCTS PRODUCTION
BUSINESS

On the basis of the shares signing agreement of 08.31.2005 and act of transfer activity of

production of textile products has been trasfered from Linas, LLC to Linas Nordic LLC.

l;l:)n Name of beolt keeping account/name of economic operation Balance valwe, LTL
L. | Transfered assets 24.099.316
1.1 {Intangible non-current assets (residual value) 211,728
1.2.[Tangible non-current assels (residual value) 5.903.582
1.3.|Reserve 17.357.195
4. | Advance paymenls 618.960
1.5, [Amounts receivable within one year 7.851
_ 2.|Transfered obligations 17.808.382
2.1.|Long-term financial debis 12.527.488
2.2 {Advance payments received 344 285
2.3.|Long-term obligations part in curreni year 734.698
2.4.|Obligalions {or supplicrs 3.799.539
2.5.|Obligations relaled (o industrial relations 402.352
Balance value of transferred business of textile production {1 row-2
3. {row) 6.290.934
Following 08/31/2003 Agreement of Share Signing statufory capital of
4.{Linas Nordic, LLC has been increased by non-monetary contribution of
Linas, LLC 5.989.0060
Ditference between textile products production business and newly
3. |issued nominal value of shares, stated by the estate assessors has been
registered in the account of share annexes, 301.936




4.4. LONG-TERM INTANGIBLE ASSETS

4.4.1. Changes of Linas, LLC long-term intangible assets

LTL

Developm Patents Other
Indicators catal Prestige REnES, Software |intangible Total
licenses
works assets
Residual value at the end of previous
. 45,936 288.683 0 334.619
financial vear
a) Procurement cost price of long-term
intangible assets SR SR IS N
At the end of previous financial year L98.275 1 930,008 | 0 f  1.025.383
Changes of financial year (95.275)|  (930.108y 01 (1.025.383)
Procurement ofassets el B200 e 120
* Transferred to Linas Nordic, LLC with
i B 228 ] 1.025.353
textile production business (-) (95 25} , (93022 ) _ - ( 3 . )
* Assels, transferred (o other individuals
’ 1 0 (f] 150
addisearded () w0
* Transcription from one article to ancther 0 0 9 0
) )
At the end of financial vear [} 0 [} 0
b) Amortization
Atthe end of previous fimancia year | || 493391 64ld25| 0] 690.764
Changes of financial year A49.339)) (641 2%y 01 (690.764)
- Amortization, transferred to Linas Nordic
’ . , ' 972 747, ] 813.025
ELC with textile production business (-) (65.972) (747.653) ( )
- Financial year amortization 16700 | 106228 | 0| 122,938
... Restorational records () ] | Ty VO oy
- Assets, transferred to ofher individuals
’ 0 0 67
* Transcription from one article to another 0 o 0 0
At the end of financial yvear 1] (1] { [t}
¢} Residual value at the end of financial 0 0 0 0
year (a) - (b)

4.4.2. Changes of Linas, LLC enterprise group long-term intangible assets

LTL

Indicators

Developm
ental
works

Prestige

Patents,
licenses

Software

intangible

Other

ASSCLS

Total

Residual value at the end of previous
financial vear

45.936

288.683

¢

334.619

a) Procurement cost price of long-ferm
iniangible assets

At the end of previous financial year
Changes of financial year

.. Erocurement of assets

* Assets, transferred (o other individuals 1

and discarded {-)

- Transcription from one article to another

-}

(150)

“haa|
LAT8

4|

0

930,108

0

RIS} EN .

0

S oo e

L 1025383
18301

(i50)

18.541

0

Af the cad of financial year

95.853

948.221

1.043.774

b) Amortization
At the end of previous financial year
Changes of financial year
- Financial year amortization
. Restorational records ()
* Assets, transferred to other individuals
and discarded (-) S ..
- Transcription lrom one article (o another
1O N

.. 49,339

24953 |
25.020

7

0

641.425
139,146

0
0

0

.690.764.

At the end of financial year

74.292

780.571

854.863

¢) Residual value at the end of financiai
year (a) - (b)

21.261

167.650

188.911




4.5. LONG-TERM TANGIBLE ASSETS

financial year (a)} + (b) - (¢) - (d)

4.5.1. CHANGES OF LONG-TERM TANGIBLE ASSETS
LTL.
Other
Machinery equipment, Other Current
Buildings and and Means of | appliances, { tangible | constru-
Indicators Land | structures equipment | transport {instruments assets ction Total
Resi 3
esidual value at the end of 0 12194497 |  4.894.525 |  392.058 | 1.268.106 |  174.460 0] 18923646
previous financial year
a) Procurement of cost price long-
term tangible assets
At the end of previous financial | = 0] 19.037, 434 || 1800389 )  3.217.149 174460 1 0| 45479977
Changes of financiatyear | 0 (19.037.434)| 5)| (1.800.389) L A174460)0 0| (45.467.228)
* Procurement of assets 0 95250 109747 | $23 ... 315070 0| 922570
““Transferred to Linas Nordic, LLC
2
with textile production business () | 0| Crogmee 9), A (3 o 846) ey o (23968.970)
* Transferred to Nordic Investicija
’ 2 2
LLC with realty estate busingss . 0 (18 24l 495) . {155 9 . ( 2 6{7) . ( . ]30) (218038) . 0 (19 07s. 523)
- Assels, transferred (o other e
individuals and discarded () . 0 (89] ) {281353) (MO 090) . ( > 746) . 0, : 0 . (I 2. 378)
“(- )Elanscnptlon lo shorl-time assets 0 0 0 0 0 (15.927) 0
FmﬁSanlxon o e N | ]
arother +(-) 0 0 0 27.661 799 (28.460) 0 0
At the end of financial year 0 0 0 0 12.749 0 0 12.749
b} Revaluation
At the end of previous financial | 1 0 0. 0 G 0 R R .
Changes of financial year oo o . L0 0 0 0 0 AL
- Incicase (decrease) of\fflluc +/( J 0 o 0 0 .0 0 9 LB
- Assets, transferred to olher 0 0 0 0 0 0 0 0
individuals and discarded (-) i o —
+ Transcription from one article to
another +/{-) 0 0 0 0 0 0 0 v
At the end of financial year 0 ¢ 0 ] 0 0 0 0
¢} Depreciation (-)
' of previous finaneial | 0] 6.842.937 | 16.356.020 | 1408331 | 1949043 | 0/ 0]  26.556,331
G0 (6:842.937)] (16.356.020)| (1.408.331)f (1.948.689)  0f 0| (26555977)
< Transferr ed 10 Linas Nordic, LLC
2 0 0835,
with textile production business {-) . 0 . 0 (16'.75.9.'97.‘.2) (l 27642 QJ (2 049. 886) : 0 U @0 985 387)
- Transferred 1o Nordic Investicija, ¢ .
Eh 0 292,
LLC with realty estate business {} . {_6 )70372) e (85619 ()5 96[) , (’38 050) 0 _ (7 292 996)
+ Financial year depreciation S0l 319971 | 772969 | 104146 | 251787 | 0| 0] 1448873
fonalrecords ()| or el gl g O 1 R
- Assets, transferred to other
' . ; . . 0 0 26.
individuals and discarded (3| ) (923500 CSLIOD) 00 (230 0] 0] (62646
T ranscrlptlon from one arlicle o 0 0 0 0 0 0 0 0
another 1+/(-)
At the end of financial year 0 0 ] 0 354 0 0 354
d} Decrease of value
At the end of previous financial 0 LA N 9. A 9 S8 N 0
Changes of financialyear | 0 N B R Y N A 0
- Decrease of value of['mncml ycar _ 0 ol AN e s o
« Restorational records (-) 0 0 0 0. Y L0
- Assels, transferred Lo other 0 0 0 0 0 o
individuals and discarded (-) : : : -
* Transcription frem ene arlicle to 0 0 0 0 0 0 0 0
anothey +/(+)
At the end of financial year it 0 0 0 0 ] 0 0
¢) Residual value at the end of 0 0 0 0 12.395 0 0 12.395




4.5.2, Changes of Linas, LLC enterprise group long-term tangible assets

LTL
Other
Machinery equipment, Other Current
Buildings and and Means of | appHances, | tangible |constructi
Indicators Land | structures equipment | transport | instruments assets on Total
Resi al
tesidual value at the end of 0| 12194497 | 4894525 |  392.058 | 1.268.106 |  174.460 0] 18.923.646
previous financial year
a) Procurement of cost price long-
term tangible assets
Atthe end of previous financial | 6] 19.037.434] 21,250,545 1.800.389|  3.217.149 17446 0] 45.479.977
Changes of financial year 0 (19:037434)  (91.380)] L..24020 | 140395 | 0| (1925018
' wrentent of assets o 952500 445660 134 666 o 3 l OOO 409.216 O 1,395,792
- Transferred (0 Linas Nordic, LLC ¢
with textile production busingss (3 | U] (’824 495) B (2226!7} {24”0) | BIRS) ! __(1)'078'5?,).,
- Assets, transferred to other
individuals and discarded () o e owes) omam | weewy 0 9 e
" ;Ilansm 1puon to shorl-time assets 0 0 0 0 0 (15.927) 0 (15.927)
Refunds ofasses o supplicrs O o osseol o o ol o (78.500)
- Teanseri iption from one article to 0 0 6.396 27.661 700 (34.856) o 0
another +/{-)
At the end of financial year ¢ 0] 21.159.165 1.514.607 | 3.241.169 314.855 0 26.229.796
b) Revaluation
At the end of previous financial 0 29 0 8 O L I L8
(Lhangcs of financial year 0 0 0 0 i 0 ] 0
« Increase (decrease) of value +/( | 0 Lo o oo el L0
- Assets, transferred to other
individuals and discarded () | ¥ . 0 . O 0 0 ; 0 0 , _0,
- Transeription from one article 1o
another +/(-} 0 0 0 0 0 0 0 0
At the end of financial year 0 0 0 ¢ ¢ 0 ¢ 0
¢} Depreciation (-)
At the end of previous financial 0 . ..6842.937)  16.356.020| 1408.331) 1949043 O 0 26556331
Changes of financial year SO esazonny  77iosT asta0) rmrsail el U0l (6.081.879)
- Transferred to Nordic Invcsncm.
’ ) . . 0 7.292.996
LLC with realty estate business O @70y BROI) - (GISEL) (Osy 0 0 (7292996
- Depreciation of financie! year Ol 319970 1169301 1340820 359745t UGl 0 1983.069
* Restorationa records (-) Lo S S| SN PR I U o 8
- Assets, transferred 1o other -
53 . 25, 374 0 0 771.952
individuals and discarded (-)  _} 0 : (1925,’(,)) (07 5_3_]_.}_ (234”) (443) o} 9 e
- Transeription from one article 1o 0 0 0 o o 0 0 0
another -+/(-}
At the end of financial year ¢ G 17127077 1.221.011)  2.120.304 1] 3 20.474.452
d) Decrease of value
Atthe end of preyious financial | 0f o ¢ 0 6] LU SR | 8
Changes of financial year | 0 0 BT N 2 I N A N I 0
» Decrease of value of ﬂnancaal | yea 0 0 0 0 0. 01 0t 0
- Restorationrecords () |0l 0l SO0 . L0 B I 0
- Assels, transferred 1o other
i 0 it 0 0 B
individuals and discarded ¢-) 1 _0 : ’ 0 : _ S —
- Transeription from one article 1o 0 0 0 0 0 0 0 0
another +/(-)
At the end of financial year 6 0 ¢ 0 0 0 0 0
¢} Residual value at the end of
032, S 1,114,805 14.855 0 5.755.344
financial year (a) + (b - (¢) - (d) 0 0 4.032.088 293.596 8 314




4.6. OTHER INFORMATION ON LONG-TERM INTANGIBLE
AND TANGIBLE ASSETS

4.6.1. Average useful service period of long-term assets

No. Long-term asset groups GROUP COMPANY
L. ..|Long-term intangible asset groups -
.11 (Patents, Jicenses cic. 4
1.2.  iSoftware 2
2. . |Long-term tangible assetgroups |
.21 |Machines and cquipment A
S22 Memnsoftransport 5
Other equipment, appliances, instruments,
2.3, {gear, inventory 7 3
4.6.2. Utilized totally amortized or
depreciated long-term assets
GROUP COMPANY
Number of Number of
No. Title of asset group exploited | Purchase cost ) Purchase cost
inventory price (Lt) exploited price {(LTL)
. inventory units
units
I. . .{Long-term intangible asset groups SESR S BN
L |Patents, tieensesete. e 202500 0 9
1.2, [|Software 2229 ) 626763 O 0
|Total 777 231 647.015 0 0
2. ...jlong-term tangible asset groups R S
.21 |Machines and equipment (11.948.394 S i
2.2, \Meansof wansport. | L A035.638) 0
Other equipment, appliances, instruments,
2.3, {gear, inventory ... 13018421 0
Total 14.285.874 0
4.6.3. Mortgages of long-term tangible assets
GROUP COMPANY
Market value Market value
, M‘”_'tg“%"’ Base value* | according to Balance according to
Title of mortgaged assets termination (Lt) mortgage value* (L) mortgage
No. date sheets (Lt) sheets (LTL)
- L |Machines, equipment and appliances® | 2006-06-20 | 993.728|  3.090.000| N .0
2 |Other long-term tangible assets 0 0 0 0
Total mortgaged long-term tangible
assets 993.728 3.690.0060 0 0

* assets, mortgaged for foans granted by Vilniaus bankas, SEB, LLC




4.7. NON-CURRENT FINANCIAL ASSETS

4.7.1. Changes of non-current financial assets of Linas, LLC enterprise group

(L.TL)
Other amounts receivable after one year
Other long- | Loans lor [ Amounts | Uncertain | All other
term loans  {employees of] receivable debts () amournts
Run. Indicator the after one receivable Othc}- .
No. ndicators enterprise Lo vear after one | fancial Total
be returned year assets
in ] year
Remainder in the
1. |beginning of financial 924.539 17.000 73.305 (62.000)] 952.844 10.000 962.844
year
& ancia
2. “_f:_"g"s of financial 184.363 (13.000) 7.530 0| 178893 0 178.893
51 Result 91 chaugc of 0 0
accounting policy
Acquisitions, granting of
2.2.|loans, appearance of 2.999.363 8.428 3.007.791 300710
receivable amounts
Sales, return ol loans
2.3.|and other receivable (898) (898) (898)
amounts (-)
Transfer to current <
24| meial assets 0 (2.815.000)f  (13.000) (2.828.000) (2.828.000)
2.5.{Decrease of value {-) 0 ]
ainder in the
5, [Remainderintheend |y oq g0 4000 | 80.835 |  (62.000)| 1131737 |  10.000 | 1.141.737
of financial year (1 + 2)
4.7.2.Changes of current financial assets of Linas, LLC
(LTL)
Other amounts receivable after one year
Other Jong- | Leans for | Amounts | Uncertain §  All other
R Branch and | Loans for | lerm loans | employees | receivable | debis (-} amounts Other
\:n Indicators associated branch ofl}?c afler one receivable financial Total
o enterprises | enterprises enlerprise o} year after one assets
be returned yeay
1 year
Remainder in the
1. |beginning of financial 9.855 0 924.539 17.060 73.305 (62.000) 952.844 16.600 972.699
year
2. f,e]fl‘:‘“g"s of financial 6.299.653 0| 184363 (13.000) 7,530 0] 178.893 0| 6.478.546
21 Result ch changc of 10,145 o 10.145
accounting policy
Acquisitions, granting of
2.2.jloans, appearance of 18.694.766 2999363 §.428 3,007,791 21.702.557
receivable amounts
Sales, return of loans
2.3.|and other receivable (12.405.258) (898) (898) (12.406.156)
amounts (-)
Transfer to current )
2 sl ) (2.815.0009]  (13.000) 0
2.5 |Decreage of value (-} 0 8
ainder in the
3, |Remainderintheend | o on0 o 0| 1.108.902 4.000 80.835 | (62.000)] 1.131.737 10000 | 7.451.24%
of financial year (I + 2)




4.8. CURREN

T FINANCIAL ASSETS

4.8.1. Changes of current financial assets of Linas, LLC enferprise group

{LTL)
Current investment Current loans
Shares of Other ‘Fotal Loans for Other Total Total
other securitics cmployees current
enterprises ol the foans
Run. . "
~ Indicators enterprise 1o
No. be returned
in ] year
book acc. book ace. book ace. book ace. No
Rémainder in the
1. lbeginning of financial 1.681,900 0§ 1.681.900 13.000 | 2,581.855 | 2.594.855 | 4.276.755
Changes of financial
2. vear (1.681.900) 0 | (1.681.900) 16.420 | 5.395.794 | 5.412.214 { 3.730.314
2.1, ;OZT;N“O"S’ granting of | o0 000 680.000 | 326.790 | 3.625.794 | 3.952.584 | 4.632.584
5. | Fransfer ol non-cusyent 13.000 | 2.815.000 | 2.828.000 | 2.828.000
financtal assets
2.3.|8ales, return of loans () i (2.361.900) (2.361.900)] (323.370)] (1.045.000)( (1.368.370) (3.730.270)
2.4.[Decrease of value (-) ] 0 0
3, |Remainderin the end 0 o 0 29420 | 7.977.649 | 8.007.069 | 8.007.069
of financial year (1 + 2)
4.8.2. Changes of current financial assets of Linas, LLC
(LTL)
Current investment Current loans
Shares of Other ‘Fotal Loans for | lLoans for Other Total Total
other seeuritics branch employees current
Run. Indi . enterprises enterprises of the loans
No. ndicators enterprise (o
be returned
in 1 year
Hemainder in the
1. |beginning of financial 1.681.908 0| 1.681.900 0 13.000 | 2.581.855 2.594.855 4,276,755
2. Ej::_“g“s offinancial |, ¢21.900) 0 | (1.681.900)] 4.910.000 1.083 | 5.395.794 | 10.306.877 | 8.624.977
2.1 g‘;‘}‘;'s”“’”s’ granting of | (o4 000 680.000 | 5.312.000 | 310.000 | 3.625.794 | 9.247.794 | 0.927.794
2. | Fansfer of nan-curreint 13.000 | 2.815.000 | 2.828.000 | 2.828.000
financial assets
2.3.|Sales, return of loans (-) | (2.361.900) (2.361.900)]  (402.000)| (321.917)] (1.045.000)| (1.768.917)| (4.130.817)
2.4.1Decrease of value (-) ¢ g 0
3, |Remainder in the end 0 0 0] 4910.000 |  14.083 | 7.977.649 | 12.901.732 | 12.901.732
of financial year (1 + 2}




4.9. Branch and associated enterprises of Linas, LLC

1.TL)
Financial year Last financial vear
Amount of own Amount of
capital at the Net profit own capital at Net profit

Run. Part end of financial]  (losses) of | Part poverned | the end of (losses) of
No. [Name of epterprise governed % year financial year % financial year | financial vear
1. |Branch enterprises
Linas Nordic, LLC, ent. number
1.1p 148532327 {until 03/17/20G5 former 100% 6.700.726 406.901 100% 2.889 {711
Lino parybine grupe, LLC)
Nordic investicija, LLC, ent. number
1.2.|130003 1867 (until 10/24/2003 former 0% 100% £.966 (3.034)
Lino mvesticinis fondas, LLC)
2. |Associated enterprises
2.1.|Domus Palanga, LLC 0% 30% 1.143 456 (227.210)




4.10.1. Reserves of enterprise group of Linas, LLC

4.10. RESERYES

(LTL)
" Goods
Run. . Raw material Current Production | purchased for
Indicators and assembly . ) Total
No. construction produced reselling
products
purposes
L1, [At the end of last financial year
3.279.117 7.373.490 5.788.602 0 16.443.209
At the end of financial year (incl. )
1.2, [reserves en reute and by the third
parties) 3.421.751 7.696.046 4.606.488 G 15.724.285
5 Depreciation until net possible
" iselling value (restitution)
2.1. |At the end of last {inancial year 69,424 69.424
22 |At the end of financial year 67,992 67.992
3 Net value possible sales at the end of
" |financial vear (1-2)
31 Al the end of last financial vear (1.1 .-
U210 3.209.693 7.375.490 5.788.602 0 16.373.785
At the end of financial year (incl. )
3.2, |reserves en route and by the third
parlies) {1.2-2.2) 3.353.759 7.696.046 4.606.488 0 15.656.293
4 Balance value of mortgage reserves al
" lthe end of financial year {12/31/2003)
1.053.528 6.057.308 4.074.298 0 11.185.134
5 Value of mortgage reserves according
___|lo morteage papers 1.000.000 7.000.000 4.000.000 0 12.000.0G0
4.10.2.Reserves of Linas, LLC
(LTL)
) , Goods
Run. . Raw material Current Production purchased for Total
No. Indicators and assembly construction produced reselling ot
products "
purposecs
1.1, jAlthe end of last financial vear
3.279.117 7.375.490 5.788.602 0 16.443.209
At the end of financial year (incl.
1.2, reserves enroute and by the third
parties) 0 0 0 0 0
2 Depreciation until net possible
© [selling value (restitution)
2.1, {Atthe end of last financial year 69 424 69.424
2.2. |At the end of financial year 0 0 0 0 0
3 Net value possible sales at the end of
" [financial year (1-2) 0 0 0 0 0
31 At the end of last financial vear (1.1.- )
AN 3.209.693 7.375,490 5.788.602 0 16.373.785
At the end of financial year (incl,
3.2, |reserves enroute and by the third
parties) {1.2-2.2) 0 0 0 0 0




4.11. ADVANCE PAYMENT FOR CURRENT ASSETS
AND SERVICES

GROUP COMPANY
Run. No. |Biggest advance payment groups Financial year | Financial year Last financial
vear
Advance payment to the reserve
i providers 53,752 0 502.052
Advance payment{ {o (he service
2 providers 66,140 2 103.710
Balance value of uncertain advance
3 payment 0 0 0
3.1, |Uncertain advance payment 75.811% 0 29.360
Part of uncertain advance payment
3.2, lwritlen-off to the expenses (-) (75.811) 0 (29.360)
Expenses of coming period
acknowledged as uncounted within
4. one year 165.019 {} 198.597
3. Advance payment 284.911 2 804.359
4.12. AMOUNTS RECEIVABLE WITHIN ONE YEAR
GROUP COMPANY
Run. No. |Biggest advance payment groups Financial year | Financial year Lmt:,i]::.mml
1. |DPebts of consumer 20.976.084 12.986.422 7.127.191
‘tsk. 11, |debts of branch enterprise 88.442
1.2. |debis of other consumers 9.105.084 1.026.980¢
B Debt for the sold lnancial asset - b
1.3. [shares of branch enierprise 11.871.000 11.871.000
Other amount receivable within one
2. jyear 725,251 1.963.277 818.852
tsk. 2.1 |Receivable VAT 347882 22,603 389.211
2.2, Budget debt (o the enterprise 27.288 27288
Debt of social insurance to the
2.3, |enterprise
Amounts receivable {rom accountable
2.4, Ipersons 16.824 16.293
mterest receivabie from branch
2.5. |enterprises for loans provided 37413
Other interest accumulated receivable
2.6. [for loans provided 256,920 256.920 99.135
Amounts receivable [rom employecs
2.7. ifor loans provided 29420 14.083|
B Amounts receivable from branch '
2.8. |enterprises 1.588.714
2.9, | Advance payment for employees 8857
COther amounts receivable (amoun(s
receivable from var, deblors, excepl
2.10 |for the debt of branch enterprise) 38.060 16.256 314213
Amount receivable within one vear,
total 21.701.335 14.949.699 7.946.043




4.13. UNCERTAIN DEBTS

{LTL)
GROUP COMPANY
Financial year Financial year Last financial year
IExpenses Lixpenses Lxpenses
Run. Uncertain debts by erouns Remark [ Uncerlain of Uncertain of Uncertain of
No. reertam $ by groups No. debts uncertain debts urcertain debts uncertain
debls debis debts
Uncertain debts at the beginning of the
L. [financial year 2.802.867 2.802.867 3.105.367
incl. jadvance payment for suppliers 29,360 29.360 29.073
debis of foreign consumiers 2.448 124 2.448.124 2.750.906
i debts of Lithuanian consumers 319.524 319.524 319.524
various amounts receivable 5.859 5.859 5.864
Part of uncertain debts written-off to
the expenses at the beginning of the
2. |financial year (-) (2.802.867) (2.802.867) (3.105.367)
incl. funcertain advance payment for suppliers (29.360) {29.360) {29.073)
3 uncertain debis of {oreign consumers (2.448.124) (2.448.124) (2.750.906)
uncertain debts of Lithuanian consumers (319.524) (319.524) (319.524)
uneerlain various amounts receivable (5.859) (5.859) (5.864)
Balance value of uncertain debt at the
3. {beginning of the financial year 0 t 0
incl. Juncertain advance payment for suppliers 0 0 0
uncerlain debts of foreign consumers 0 0 0
uncertain debts of Lithuanian conswmers 0 0 0
uncertain various amounls receivable 0 4 0
Monitory contribution- along with
textile products production business
from transfered uncertain debt of
4. |Linas, LLC 0 (29.107) 0
incl. |advance payment for suppliers (29.107)
debts of foreign consumers
debts of Lithuanian consumers
various amounis receivabie
Monitory contribution- along with
textile products production business
written-off to expenses from transfered
5. [uncertain debt of Linas, LLC 0 29.107 0
in¢l. |advance payment lor suppliers 29107
debts of foreign consumers
debts of Lithuanian consumers
various amounts receivable
Debts acknowledge as uncertain within
6. (financial year 2.6.3, 63.418 17.192 0
incl. |advance payment for suppliers 46.226 490
debts of foreign consumers 17.192 17.192 264235
debts of Lithuanian consumers
various amounts receivable (%)
Part of uncertain debt written-off to
7. _jexpenses within financial year 2.6.4, (63.418) (17.192) 294.730
_incl. [advance payment for suppliers (46.226) 0 450
debis of foreign consumers (17.192) (17.192) 294235
debts of Lithuanian conswmers 0 0 0
various amounls receivabie 0 0 p]
Uncertain debts acknowledge as
8. |expenses within financial year 2.6.4. 63.418 17.192 294,720
incl. Jadvance payment for suppliers 46,226 490
debls of foreign consumers 17.192 17.192 294235
debts of Lithuanian consumers
various amounls receivable (5)




GROUP COMPANY
Financial year Financial year Last financial year
Iixpenses Expenses Expenses
Run, Uncertain debis by o i Remark | Uncertain of Uncerlain of Uncertain of
No. Al Gebis by groups No. debis uncerlain debts uncertain debts uncertain
debts debls debts
Written-off to expenses without
transfering debt into uncertain debts of
9. [foreign consumer account 0 0 4.738
Uncertain debts recovered within
financial year (restoring of written-offl
10.  fdebts (=) (1.375) (1.375) | (423.941)
incl. |advance payment lor suppliers {253) (253) (203)
debts of foreign consumers {1.122) (1.122) (423.738)
debts of Lithuanian conswners B =
various amouats receivable
Impact of currency exchange rates to
11, |advance payment 483 483 0 0 Y 0
Impact of currancy exchange to debts
12. |of foreign consumer 287.350] 287.350 287.350] 287.330] (168.541)| (168.541)
Uncertain debts written-off financial
13, {accounting (-) (219.321) (219.316)
uncerfain advance payment for suppliers (5)
uncerlain debts of {oreign consumers
uncertain debls of Lithuanian consumers (219.316) {219.316)
uncertain various amounts receivable '
Uncertain debt at the end of financial
14. |year 2.933.422 2.857.611 2.802.867
ncl. juncertain advance payment for suppliers 75.811 { 29.360
uncerlain debts of foreign consumers | 2.751.544 2.751.544 2.448.124
uncertain debts of Lithuanian consumers 100.208 o 100.208 319.524
uncerlain various amounts receivable 5.859 5.859 5.859
Part of uncertain debt written-off to
15, iexpenses within financial year (=) (2.933.422) (2.857.611) {2.802.867)
incl. Juncerlain advance payment for suppliers (758113 0 (29.360)
uncertain debis of foreigh consumers {2.751,544) {2.751.544) {2.448.124)
uncertain debis of Lithuanian consumers (100.208) (100.208) (319.524)
uncertain various amounts receivable (5.8549) (5.859) (5.859)
Balance value of uncertain debt at the
16. [beginning of the financial year 0 0 0
inc]. juncertain advance paymen{ for suppliers 0 0 0
uncertain debts of foreign consumers 0 0 0
uncertain debis of Lithuanian consumers 0 0 0
uncerlain various amounts receivable 0 0 0




4,14. SERVICES PROVIDED

GROUP COMPANY
Balance Inte%'est payble Balance Interest payble
for loan . for lean

Loans provided Currency value Term of provided value Term of provided

Run. of loan |12 .’iI:;J)(]S, recovery 1231 2005 12 .'SLlTZIEmS, recovery 1231 2008

No. LTL LTL

1. Long-ferm loans provided 1.112.902 8.428| 1.112.903 8.428
Long-term loans provided for employees

1.1 lefenterprise LTL 4.000 5 4.000 0
Long-term leans provided for

1.2 {sharcholders LTI 0 0 0 0
Long-term loans provided for ofher third iki iki

1.3 [partics LTL 1.108.902]2007.11.04 8.428| 1.108.903[2007.11.04 8.428

2. Short-term loans provided 8.007.669 256,920 12.901.732 294.333
Short-term loans provided for
employees of enterprise and part of long- 1ki iki

2.1 jterm for current year LTL 29.42012006,12.31 0 14.08312006.12.31 0
Provided for shareholders part of long- iki iki

2.2 |term for cutrent year LTI 2.300.000|2006.06.14 98.829]  2300.000)2006.06.14 98.829
Shorl-term loans provided for iki iki

2.3 |sharcholders LTL 2.267.39412006.12 31 106924 2.297.394{2006.12.3] 106.924
Short-term loans provided for branch of iki iki

24 |enterprise LTL 2006.08.31 4.910.000|2006,08.31 37413
Provided for other third parties part of ikt tki

2.5 [long-term for current year LTI 315.00082006.12.31 11.260) 513.000{2006.12.31 11.260
Short-term loans provided for other iki iki

2.6 |third partics 11L 2.865.255[2006.03.10 39.907 2.865.255{2006.03.10 39.507

3. [Total (1+2) 9.119.971 265.348] 14.014.635 302.761




4.15. STRUCTURE OF STATUTORY CAPITAL OF LINAS, LLC

Run. No. Indicators Number of Amount
shares (LTL)
| According to type of shares _

1.1. Ordinary shares 24.038,990 24,038,990

1.2. Preference shares 0 0

1.3, Shares of cmployees 0 0

1.4, Special shares 0 0

1.5. Other sharcs 0 0

TOTAL: 24.038.990(  24.038.990

State or municipal capital 0 8

3 Own shares, owned by the enterprise itself 0 0

4 Shares, owned by branch enterprises 0 0

4.16. RESERVES OF LINAS, LLC
Run. No, Indicators At the end of { At the end of
financial | last financial
year year

1 Legal reserve 2.071.473 1.571.473

2 Other reserves 6.307.038 8.791.615

2.1.1Unappropriated reserve for invesiment 1.476.227

2.2.[Other reserves 6.963.681
Reserve Tor supporl and benefits in line with collective

2.3, lagreement 307.038 351,707

2.4.|Reserve for investment of textile business 2.000.000 0

2.5.|Rezerve for improvement of textile business management _1.000.000 0

2.6.[Reserve for development of real estate business 3.000.000 0

3 Total reserves 8.378.511 10.363.088




4.17. PROJECT OF LINAS, LLC PROFIT APPROPRIATION

(LTL)
Run. Acrticles Amount
No.
1. {Unappropriated profit (losses) at the end of last {inancial year (1.695.070)
Change of unappropriated profit (losses) due to apprepriation of profit
2. LR 1.984.578
and correction of major mistakes
3. INet profit (losses) of reporling financial year 2.401.789
4. |Conlributions by shareholders to cover losses 0
5. Transfers [rom reserves 6.3067.038
51 - from reserve o support and benefits in line with collective 307.038
agreement
5.2 - from reserve 1o investment of fextile business 2.000.000
53 - [rom reserve to improvensent of textile business management 1.000.000
5.4, - from reserve to developiment of real estate business 3.000.000
6. |Appropriated profi 8.998.335
7. |Appropriation of profit 8.998.335
7.1. |- to compulsory reserve 332420
7.2. |- to olher reserves 8.665.909
72.1. to reserve for support 0
722, to reserve for project of business development 8.665.909
7.3. |- dividends 0
7.4. - other ¢
8. |Unappropriated profit (losses) 0




4,18, GRANTS AND SUBVENTIONS

(LTL)

Run,
NO.

Type of grants
(subventions)

Remainder at
the beginning
of period

Received
amounts of
grants
{subventions)

Received
amounts of
grants
(subventions)

Used amounts
of grants
{subventions)

Returned
amounts of
grants
(subventions)

Remainder at
the end of
period

GROUP

1.1

Grants related to
income
(compensation of
expenses)

10.000

3.945

0

1.2.

Granis related to
assets

1.3.

Subventions

COMPANY

2.1

Grants related to
income
{compensation of
CXPCIses)

10.000

3.945

0

13.945

2.2,

Granis related to

_|assets

2.3,

Subventions




4.19. LONG-TERM AND SHORT-TERMS OBLIGATIONS

(L.TL)
| GROUP COMPANY
Run. Indicators Debts payable or parts Debts payable or parts
No. thereof thereof
Splitting of amounts payable by types withi ene | afier one year | Fotal debt | withinone | after one | Total debt | Total debt
{inancial year atthe end | financial year at theend | at the end
of financial year of financial of last
year year finacial
year
L Financial debts; 9,491,112 0] 9.491.112 0 0 0] 12.725228
1 1*01: ]ca.smg (financial lease) or similar 0 o 0 0 0 0 0
obligations
1.2, For credit institution D.491.112 0] 9491.112 0 0 0 12.608.241
1.3. Cther financial debis 0 0 ¢ 0 0 G 116.987
2. Other debts 8.885.299 119.099]7 9.004.398 596.160 0 596.160; 6.240.090
2.1 Delbits for suppliers 4.475.496 0| 4475496 52.170 0 52170 2217607
2.2, |Received advance payment 326.547 0 326,547 15.109 0 15.109 241.731
23 Gther amounts received in advance 214226 0 214326 214226 G 214226
24, [Obligations related to industrial 2.704 863 0| 2.704.863 4.220 0 4220] 3208436
relalions
241  wage payable 8032594 803.594 2.898 1133201
2.4.21  social instrance payable 562925 362.925| 476 698,237
24.3]  pavable RIT from wage 208.23] - 298231 430 324.8i6
244 leave acoumulation 1037328 1037228 A3 L027.035
245] Payable contributions to the Guaraniee 5885 2,885 3 3 2047
Foundation
25 Other laxes payable 6.799 0 6.799 0 0 0 73.165
2.6.  {Extended profit tax 83.9¢4 119.099 203.063 0 0 0 0
27 Obligations of profit tax 524 470 0 524470 272.509 G 272.509 ¢
28 PPayable dividends 36.661 0 36.661 36.661 0 36.661 37412
29, Payable amounts for sales services 462,671 0 462.671 1.112 0 1.112 408.904
2.10. | Various other payable amount 49.602 0 49.602 153 0 153 52835
Total 18.376.411 119.099: 18.495.510 596.160 0 596.160| 18.965.318
Guarantee debts of Linas, LLC enterprise group
Debis guaranteed by
Group of
Run. enterprises by
No. mortgaged
Government assels
1.} Financial debts: ¢ 9.491.112
. Leasing ({inancial lcase) or similar o
“lobligations
1.2 For credit institution 9491.112
1.3 ;Other financiat debis 0
2.|Other debts 0 0




4.20. SITUATION OF DEBTS FOR CREDIT INSTITUTIONS

GROUP COMPANY
Run. Debts for credit At the end of the financial vear® At the end of financial At the end of the last financial year
Na. institutions Amount of loan  Amount of | Date of loan {Amount ofi Amount of] Amount of loan | Amount of loan| Date of loan
currency loan in LT, return loan loan in currency in LTL return
currency LTL
1. |Enterprise debis for credit 0Lt 0Lt 0l.t
institutions, payable in
LTL
2. Enterprise debts for credit
institwtions, payable in
i EUR
2.1. 580.000 EUR| 2.002.624 Lt} 30.05.2006 0 EUR 0L}  482.783 LUR 1.666.953 L1 31.12.2005
2.2. 1.465.416 EUR} 5.039.788 Li| 20.06.2006 0 EUR LY 1465416 BUR 5.059.788 1.1] 20.06.200¢
2.3. 703,400 FUR| 2.428.700 Lt 20.06.2006 O EUR QLY 703400 FUR] 2428706 Lt 20.06.2006
1.000.000 EUR|  3.432.800 1] 04.03.2005
Total 2.748.816 LUR} 9,491,112 Lt 0 EUR 0Lt 3.651.899 CUR| 12 608 2411t

* for loans granted by Vilniaus bankas, SEB, LLC mortgaged assets:

1. Linas Nerdic, LLC reserve and equipment. the market value whercof according 1o mortgaged papers is LTL 20.090.000

2. Nordic investicija, LLC owned real estate, the value whereof according (o hvpethecary papers is LTL 12.660.060




4,21, ACCUMULATIONS OF LEAVES

(LTL)
GROUP COMPANY
Run, No. Indicators Financial year | Financial year [ Last financial
year
1 Remain of accumulative leaves at the
) beginning of the year 1.027.035 1.027.033 954,206
11 Accumulative leaves at the beginning of the
o year 783.996 783.996 728.401
12 Social insurance of accumulative leaves at the
T beginning of the year 243.039 243.039 223.805
3 Accumulative amount transfered from
) Linas, LLC (textil prodicts production
_thusiness amd real estate business constituents) (332.338) (332.338)
Accamulative leaves amount transfered from
2.1 Linas, LLC- textile products production
|{business constituent (250,271} (250.271)
Social insurance of accumulative leaves
2.2, |amount transfered from Linas, LLC- textile
products production business constituent (77.584) (77.584)
2.3. Accumulaiive leaves amount transfered from
Linas, LLC- rcal estate business constituent (3.422) (3.422)
Social insurance of accumulative feaves
2.4, amount transfered from Linas, LLC- real
estale business constituent (1.061) (1.061)
Accumulated leaves transfered toLinas
3. Nordic, LLC (lextile products production
business constituent) 327.8558
31 Accumulated leaves amount transfered 10 o
" iLinas Nordic, LLC 250.271 o
3 | Social insurance from accumulated leaves
o amount transfered to Linas Nordic, LLC 77.584
4 Accumulated leaves within a year (loans
) with social insurance directed (o expenses) 2.475.361 1,611,318 2,748,541
31, Accumulated loans 1.889.589 1.230.014 2.098.123
3.2 Accumulated loans {rom social insurance 585772 381.304 650,418
Accumulated loans amount covered by
3 accumulated Ioans (within a financial year
for employees practically counted loans with
social insurance) (2.460.686) (2.305,603) (2.675,712)
51 Lecaves expenses covered by accumulated
' leaves _ (1.878.386) (1.760.002) {2.042.528)
s,  |Leaves with social insurance cxpenses covered
T by accumulated leaves (582.300) {345.601) (633.184)
Remain of accumulative leaves at the end of
% ltheyear 1.037.227 412]  1.027.035
6.1, Accumulated leaves at the end of the year 791.777 313 783.996
' 6. Social insurance from accumulated leaves at
o the end of the year 245,450 97 243.039
Change of accumulated leave remain within
T layear 6-1) 10,192  (1.026.623) 72.829
A Change of accumulated leave remain 7781 {783.681) 55.395
4 g Change of social insurance from accumulated
o leave remain 2.411 (242.942) 17.234
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4.23. EXPENSES OF ACTIVITY

(LTL)
GROUP COMPANY
Run. No. Indicators Financial year| Financial year] Last financial
year
1 Expenses of sales 7.637.411 4.653.499 6.415.835
1.1 |Expenses of commissions 3.528.094 2.165479 2,850,341
1.2 |Expenscs of transporting of sold production 950,574 553,695 987.336
[.3  |Expenses of production advertising and fair 407,712 182,710 616.612
1.4 Expensf:s of sales number cmpéoy@s wiage and 575 478 772 627
other with employees related reiations 902.858
1.5 |Expenses of production packing materials 1.289.861 821.261 1.017.763
1.6 |Expenses of production storage premises rent 61.676 0 0
1.7 Other sales expenses 496.636 354,876 171,154
2 General and administration expenses 10.796.633 6.728.025 9.341.830
Expenses related with emplovees wage and other
2.1 |wilh emplovees related 5.747.768 3.299.860 4.953.395
2.2 |Rent, exploitation and repairing expensecs 1.718.903 990.337 1.418.793
2.3 |Expenses of sccurity services 325.566 217.044 325.110
Expenses of deterioration and amortization of non-
2.4 |current asset 491.641 384 453 663.009
2.5 |Expenses of info technologies 308.046 205.345 128.207
2.6 jConnection expenses 207.716 134.452 198.072
2.7  |Expenses of bank services 148.228 115.680 163.930
2.8 Legal services expenses 207.368 180.820 171.033
2,9  |Expenses of support provided 161.763 159,541 81.809
Expenscs of social guarantees, stated in collective
2.10 |agreement 122.372 86.808 107.456
2.11 |Representation expenses 126.844 89.166 127.327
Various other general and administration
2,12 |expenses 736.091 448,197 506.315
2,13 |Expenses of activity tax 430.909 399.128 624.475
2.14  |Uncertain debis expenses 63.418 17.192 (129.221)
3 TOTAL EXPENSES OF ACTIVITY 18.434.044 11.381.524 15,757,665




4.24, OTHER (NON TYPICAL) ACTIVITY

@)
GROUP COMPANY
Run. No. Indicators Financial Financial {Last financial
year year year
1. INCOME OF OTHER ACTIVITY - TOTAL 381.814 3177582 413.200
Specification of significant amount:
1.1 Iprofit of non-current asset transferring 20.282 17.630 13.120
1.2 {Income of various storages selling 274.560 223.964 198.634
_1.3.iIncome of rent _79.008| 72.202
1.4, [Income of accounting and personnel hire services 3.231
1.3, Various other non-typical activity income 4.733 3.936
2. |EXPENSES OF OTHER ACTIVITY - TOTAL 563.961 5406.621 6.468.638
Specification of significant amount:
2.1.1Loss of non-current asset iransferring 225.452 229137 5.971.228
2.2.|Net cost of sold various storages 122,499 112.162
2.3.[Net cost of rent 204 468 191.780
2.4.|Various other non-typical activity expenses 7.542 7.542
3 RESULT OF OTHER ACTIVITY (1-2) (182.147) {222.809) (6.055.438)
Loss of non-current assel transferring of the company m 2004 year*
LTL 5.937.398 - loss of seliing workshop [inish current construction.
4.25, FINANCIAL AND INVESTMENT ACTIVITY
.11
GROUP COMPANY
Run. No. Indicators Financial Financial |Last financial
year year year
L FINANCIAL AND INVESTMENT ACTIVITY
INCOME - TOTAL 1.042.860 1.104.98¢6 172.192
Specification of significant amount:
1.1.|Positive result of changes of currency exchange 16.940 42.878
1.2.|Income of bank interests 1.276 1.018
1.3.{Income of other inleresis 403.902 441,315 142.075
_L4.Profil of investment transferring 238.100 238.100 ¢
1.5.|Income of other {inancial-investment activily 382.642 381.675
2. FINANCIAL AND INVESTMENT ACTIVITY
EXPENSE - TOTAL 632.422 443.117 747.988
Specification of significant amount:
2.1.1Expenses of interests 563.691 389.440 667.065
2.2.1Fines and delay fecs 840 840
2.3.|Positive resull of changes of currency exchange 0 0
2.4.|Loss of mvestmenl transfernng 34.258 34.258
2.5 |Expenses of mvestment value decrease 0 0
2.6.{Expense of other financial-investmen! aclivity 33.633 18.579
3. FINANCIAL AND INVESTMENT
ACTIVITY RESULT (1-2) 410.438 661.869 (575.7796)




4.26. FINANCIAL CONNECTIONS WITH MANAGERS AND OTHER RELATED PERSONS

(LTL)
GROUP COMPANY
Run, Indicators Remain at Remain at Renain at
No. . . . . . Last the end of
Financial | the end of | Financial | the end of .
. . financial last
year financial year financial .
vear vear year financial
: : year
Amount, related with industrial relations,
A.  |calculated within a year: 1.634.882 199.632 745.354 1.715 980.307 74.3458
1 For managers 1.007.065 191.330 734.269 1.715 928.075 70.195
2. For other related persons 27.817 8.302 11.085 Q0 52.232 4.150
B.  |Loans granted by Group (Company): 6.935.15%| 9.097.385] 12.247.159| 14.007.385| 6.021.617] 2.589.394
1. For managers 310.000 10.833 310.000 10.833 0 17.000
2. For other related persens 6.625.159]  9.080.552} 11937159 13,996,552 6.021.617] 2.572.394
C.  |Receivable loans: 40.000 0 40.000 0 242.041 116.987
1. From managers 40.000 0 40.000 0 242.041 116.987
2. Froni other related persons 0 0 ¢ 0 G G
D.  |Gratuitously transfered asset and gifis: 0 X 0 X 74 X
i, For managers 0 0 64
2. For other related persons 0 0 10
Various guarantces provided by name of
E. Group (Company): 0 634.186 ] 634.186 ] 957.974
B For managers 0 634,186 0 634,186 0 957.974
2. For other related persons 0 G 0 0 0 0
Other significant amount, ealeulated
within a year {(obligations of Group
F. (Company) to related persons): 1.398.13¢6 650.484 501.976 322 244,283 15.088
1. For managers 215.387 0 215387 74.000 7.300
2 For other related persons 1.174.749 $650.484 286.589 322 170.283 7788
Other significant obligations for Group
G.  |(Company): 2.152.571 299.597; 4.619.496| 2.003.250 135,272 141.141
1. Of managers 0 21.743 0 10.833
2. Of other relaled persons 2.152.571 277.854] 4.619.496] 1.992.423 135.272 141.141
H. [Sold asset; 14.971.000 X| 15.046.438 X 353.000 X
L. For managers 0 0 0 0 5.000
2. For other related persons 14.971.000{ 11.871.000] 15.046.438] 11.871.000 330.000
Average number of managers within a
year 8 X 8 X




4.27. PROFIT TAX OF LINAS,

LLC

4.27.1. Specification of profit tax

(LTL)
Run, Expenses of profit tax Financial year| Last financial
No. year
Pavabl rofi ax rerpay of profi X) 4
L _\. ible 1.}10 it tax (overpay of profit tax) at the end 272,500 (184.103)
of financial year
L1 Reporm‘ag year profit tax according to Profit tax 525.250 268475
declaration ]
19 Corrections of profit tax of last year in perspective (3.649) 0
WY
13 Corrections of profit tax of last year in retrospective 139 807 0
way
i.4.{Profit tax paid in advance (388.899) (452.578)
2.jExpenses {incomes) of delaved taxes (45.673) 0
Expenses (incomes) of delaved taxes, delermined by S
2.1 [appearance and {or) disappearance of temporary (45.673)
differences
59 Expenses of delayed taxes, determined by change of 0
"{rate of profit lax
3.|Expenses of profit tax, stated in profit (loss) report 475,928 268.475

4.27.2. Recalculation of expenses of profit taxes, according to regular and

(LTL)
Run. Expenses of profit tax Financial year| Last financial
No. year
Ac able profit (loss) before taxing (: i
1 ccountable profit (loss) before taxing (according to 2 877.717 283.371
profit (loss) report)
Profit tax befor rrecti ausc of r ar 4
5 rofit tax be'(‘)fc correction cause of regular and 431.658 42.506
temporary differences
3.;Correction of expenses of profit tax 44,270 225.969
31 C‘o_r.u_zctlon of profil {ax expenses cause of regular 105.050
differences
39 C-0‘1.'1'eclion of profit 1ax expenses cause of temporary (57.130)
_______ differences
34 Correction of profit tax of last period in perspective (3.649) 5 874
way
4,|Expenses of profit tax, stated in profit (loss) report 475.928 268.475
5 COI’I’CCUO!II of profit tax of last financial year in 105,937
retrospective way
6.i Expense of profit tax 374.412




4.28. EXTENDED PROFIT TAX

(LTL)

Run.
No.

Reasons of originated extended tax

GROUP

COMPANY

Financial year

Financial year

Last tinancial year

Balance Perofit
(losses)
report

Balance

Perofit
(losses)
report

Balance

Perofit
(losses)
report

Obligation of extended fax at the beginning of

“"Hinancial year

Asset of extended tax at the beginning of financial
year

Changes of obligations of extended tax (increase +,
decrease -)

203.063

3.1

due lo investment deduction (I investment way)

203.063

32

due to other reasons

Changes of asset of extended tax (increase +,

“{decrease -)

116.723

45.673

4.1.

due 1o social insurance {rom accumulative leaves
amount uncknowledgment (acknowledgment)
pennitled deduction

23,180

4.2,

due {o social insurance from accumulative variable
wage parl unacknowledgment (acknowledgment)
permitied deduction

4.3.

due to uncertain debls unacknowledgment
(acknowledgment) permiitled deduction

45.658

4.4.

for other reasons

.|Expenses {incomes) of extended tax

86.340

(45.673)

5.1

Ixpenses {income) due lo changes of obligations of
profit tax

203.063

5.2.

Expenses (income) due to changes of asset of profi
tax

(116.723)

(45.673)

Obligation of extended tax at the end of financial
year

203.063

.JAsset of extended tax at the end of financial year

116.723

45,673




4.29. INFORMATION CONCERNING ERROR CORRECTION ON LINAS LLC

(LTI
Run.  |Name of the corrected article of financial Note No. Error Amount Amount after
No. accountability and error description amount before correction
1. Payable income tax {obligations of income lax) 139.807 1327702 272,509
. Revision 91 declaration 91 IT o 2002 and 155376
_ recaleulation of payable income tax ]
C ‘n‘. . {'. i 1T 3 3 [
12 Revision gf dec‘lar ilion gi IT of 2003 and (121 506)
] recalculation of payable income tax .
13 Revision 91 dcc‘larzition g{ IT o[ 2004 and 105.937
recalculation of nayable income tax
5. Expcndltul'es of income tax {retrospective 33 139.807 0 139.807
discovery)
Revision of IT declarations lor (he periods earhier
2.1 than compared ene and recalentation of payable 33.870
- income tax ‘
22 Revision of IT declaration of the compared period - 105.937
o year 2004 - and recaleulation of payable income tax e
4.30. RIGHTS AND OBLIGATIONS, NOT STATED IN THE BALANCE SHEET
(LTL)
GROUP COMPANY
Run. Note No.
No. Financial Financial Previous
Indicators year year financial year
b [The value of deposit [or the loans granfed by bank 20.090.600 0 36.750.000
2 |Guarantee granted as real eslate 0 0 5.718.000
3 [Sponsion 3.134.186 3.134.186 3.457.974
4 {Conlinmed notes i circulation { 0 0
5 |The asset of the third parties in the enterprise 958.792 0 954.000
Assets of the third parties, deposited for the
enlerprise by the third partics (vatue as agreed by
6 ithe parlies) 1.830.000
Remarks:

1. It was sponsered for Vilniaus bank on 06-03-2004{or the credif granted for Savoja LLC. Amount sponsored-
LTL 2.560.000, the end of sponsorship period 06-33-2006.

2. It has been spensered [or the credits granted to the natural persons LTL 634.186.



COMPANY’S 2005 ACTIVITY REPORT
1. OVERVIEW OF THE ACTIVITY

As of 1 January, 2005, AB Linas Group of companies consisted of the holding company
AB Linas and it’s three secondary companies, i.e. UAB Lino gamybiné grupé, UAB Lino
investicinis fondas, and UAB Domus Palanga. The Group of companies underwent some
reorganisation in 2005. As of 31 December, 2005, the Group consisted of AB Linas, and it’s
daughter company UAB Linas Nordic.

In 2005, the Board held 16 meetings. The board meetings dealt with such issues as
production of textiles, real estate business, strategy, management, organisation of work processes
and payments, investing, marketing, and other issues, as well as the results of business and
financial activity. The board also focused on macro-economy, development of linen industry,
promotion of favourable conditions for business in Lithuania, development of textile industry, and
the outlook of real estate business. The proceedings of the Lithuanian Apparel and Textile Industry
Association, PanevéZys Trade and Industry Chamber, Panevézys Entrepreneurs Association, and
the European Flax and Hemp Confederation were attended.

The extraordinary meeting of shareholders taking place on 14 January, 2005, authorised the
board to make decisions regarding passing of the part of the Company’s business, namely that
related to real estate transactions, and the part of the business related to production of textile
goods, each part from the organisational point of view constituting a stand-alone business entity
(including the Company’s long-term assets with a balance sheet value exceeding 1/20 of the
authorised capital), to it’s daughter companies, i.e. UAB Lino investicinis fondas (Linas
Investment Fund), corporate identification 3000 31867, headquartered at S.KerbedZio Street 23,
PanevéZys, and UAB Lino gamybiné grupé (Linas Manufacturing Group), corporate identification
4853232, headquartered at $.KerbedZio Street 23, PanevéZys, in exchange of the shares of the said
companies, In line with the decision of AB Linas, as sole shareholder, on 17 May, 2005, the name
of UAB Lino gamybiné grupé was replaced with the name of UAB Linas Nordic, and the name of
UAB Lino investicinis fondas, on 24 October, 2005, was replaced with the name of UAB Nordic
investicija. On the basis of the decisions adopted by the holding company’s shareholders and the
Board of the Company, the business of manufacturing textile goods, representing a stand-alone
business entity from organisational point of view, was passed by AB Linas since | September,
2005, to it’s daughter company UAB Linas Nordic in exchange for newly emitted shares. The real
estate business, representing a stand-alone entity from the organisational point of view, was
similarly passed by AB Linas to it's daughter company UAB Nordic investicija, in exchange for
newly emitted shares.

As a decision was adopted to focus on sole business, i.e. textile manufacturing, 100 per
cent of the shareholding of UAB Nordic investicija was sold for a market price of 12,7 million
Litas on 29 November, 2005, and 100 per cent of the shareholding of UAB Domus Palanga was
similarly sold on 1 December, 2005, for a market price of 2,6 million Litas.

Having completed the reorganisation, AB Linas is in charge of management of the
financial assets (shares and loans), intends undertaking financial projects, providing consultancy
on the issues of financial undertakings and management, while the daughter company is engaged
in manufacturing textile goods and related activities.

As of 31 08 2005, the principal business of AB Linas was manufacturing of textile
products, which was transferred to daughter company UAB Linas Nordic, as of 01 09 2003. The
text below will deal with the joint activity of the companies (further — Group of companies) in
2005, Within the said year, in line with the intended engineering, technological, and organisational
renovation of manufacturing of textile articles, as provided for in the strategy provisions, a number
of measures was implemented for a total value of 1.9 million Litas. The pressing rollers of the
tensioning assemblies of spinning machines were replaced, major overhaul of yarn bleaching
machine performed, weft accumulation implements installed, an upgrade to the weaving machines
performed, a dimensioning doubling machine acquired, as well as a number of stitching and other



equipment units. To improve the quality of products, a number of pilot tests was performed in
cooperation with the experts from renown international companies.

The Group’s companies have supplied:

Item description Unit of 2005 2004 Change
measure.
Yarn Thousand tons 1333 1614 -281
Raw fabric Thousand 5370 6055 685
meters
Finished fabric Thousand 5549 6206 -664
meters

The range of linen and noil fabrics constituted as much as 75.2 per cent of the total volume
of fabric production (73.1 per cent in 2004). Production of stichware consumed 37.6 per cent of
the total production of fabric in 2005 (in 2004 — 24 per cent). Selection of fabric for exports
constituted 94.7 per cent.

In 2005, a total of 577 new patterns and compositions of fabric was developed, as well as 57
authored works and 137 designs for collection articles.

The volume of sales of production and services of AB Linas group of companies in 2005 was
73.4 million Litas. Comparing to the most believable forecast, the sale income over the similar
period dropped by 0.9 per cent. Comparing to 2004, the volume of sales dropped by 1.1 per cent.
The main flow of income generated by the Group came from the production of textiles.
Consequently, the outcome of the Group was significantly impacted by the global trends on the
European and world-wide markets of linen industry. On 31 December, 2004, the agreement
concerning trade in textiles and garments between WTO member countries expired. As a result,
the supply and the imports from China as well as other Asian countries grew dramatically in 2005.
The imports of linen yarn from China to European Union grew by 182.3 per cent in 2005,
compared to 2004, even with the quotas for this category in place. On the other hand, the price per
unit dropped by 5 per cent. The volume of linen fabric imports by European Union from China
grew by 511 per cent in 2005, compared to 2004, while the unit price dropped by 17 per cent.

The Group’s companies earned 3.4 million Litas in profit of usual business. The profit
before tax was 3.7 million Litas. According to forecast, the said period should have yield 3.5
million Litas of profit before tax. The profit before interest, profit tax, depreciation, and
amortisation (EBITDA) was 7.2 million Litas, and EBITDA margin was 10 per cent (in 2004, AB
Linas had an EBITDA margin of 12,5 per cent).

The volume of exports in 2005 was 68.8 million Litas equalling 93.8 per cent of the total
product sales. The breakdown of the sales by country is as follows: Sweden — 48.2 per cent, Italy —
7.8 per cent, Estonia — 4.3 per cent, Morocco — 3.5 per cent, USA - 3.2 per cent, Lithuania — 6.2
per cent, other countries — 26.8 per cent. The total number of countries where sales took place is
28.

The Company has attended 9 major specialist trade fairs in Germany, France, Italy, Japan,
Latvia, Russia, and Lithuania.

As of 31 12 2005, the Company had 1633 persons on it’s payroll list, in average. The
average number of staff dropped by 2.3 per cent over a year. Remuneration for the employees has
been paid in accordance with the approved provisions of work pay, the laws on employee safety
and health protection, as well as other relevant provisions of the Government. Remunerations have
been paid in time, no late payment fines have accrued over the reporting period. The actual
spendings on work pay were 20 million Litas, a reduction of 5 per cent compared to 2004.
Average payroll salary in 2005 was 971 Litas, and did not change compared to 2004.

The Group’s companies purchased 1394 tons of long line linen fibre in 2005, of which 38
per cent came from France, 27 per cent - from Poland, 16 per cent — from Ukraine, 14 per cent -
from Lithuania, 3 per cent -~ from Belgium, and 2 per cent - from the Netherlands. The price of the
raw fibre dropped by nearly 8 per cent, compared to 2004.




The Company purchased 235 tons of cotton yarn in 2005, of which 50 per cent in
Lithuania, 36 per cent in Latvia, 14 per cent in Estonia. The price per ton of cotton yarn dropped
by 10 per cent, compared to 2005,

Most of the chemicals and dyes was procured from Germany, Switzerland, and
Scandinavian countries. Discounts usually applied for these purchases, as well as postponed
payment in 2-3 months since the receipt of the goods.

In 2005, the debt of the Group to the banks was reduced by 3.1 million Litas. Average loan
interest rate dropped by 0.06 point over the previous year. As a result of consistent effort towards
reduction of volume of loans and interest rates, the spendings on loans dropped by 20 per cent,
compared to the same period in 2004,

The amount of taxes paid to the state budget was 5.3 million Litas in 20035, and to the
Social Insurance Fund — 6.6 million Litas, a total of 11.9 million Litas. This has constituted 16.2
per cent of total sales revenues or 41 per cent of the newly created value.

AB Linas has an authorised capital stock of 24 million Litas, as of 31 12 2005. As of the
said date, the following shareholders held more than 5 per cent of the shareholding: Mr Pranas
Jankevidius — 41.71%, UAB Rentija - 17.29%. Other physical and corporate entities of Lithuania
and foreign countries held 41 per cent of the shares as of 31 12 2005, Par value of the shares was 1
Litas. Book value per share, as of 31 12 2005, was 1.46 Litas. Average market sale price per share
in 2005 was 1.26 Litas, while average market sale price per share in 2004 was 0.87 Litas.

The indicators of business outcome not shown is this overview, have been provided in
other documents delivered to the shareholders’ meeting, i.e. the 2005 balance sheet, the profit and
loss statement, the memorandum, and the notes to the memorandum. The financial reporting has
been prepared in accordance with the International Financial Reporting Standards.

II. DAUGHTER COMPANIES

As of 31 December, 2005, AB Linas daughter company had an authorised capital of
5,999,000 Litas, consisting of 5999 registered ordinary shares of par value 1000 Litas. All the
shares are owned by AB Linas. The principal business of the daughter company is manufacturing
of textile products and related activities.

On 29 November, 2005, UAB Nordic Investicija sold it’s 12,371 registered ordinary
shares, constituting 100 per cent of the authorised capital stock of the company. Par value of share
was 1000 Litas.

On 4 December, 2005, UAB Domus Palanga sold it’s 12,100 registered ordinary shares,
constituting 100 per cent of the authorised capital stock of the company. Par value of share was
100 Litas.

III. GROUP OF COMPANIES PROJECTED ACTIVITY AND FORECAST

Three scenarios have been adopted in forecasting the activity and the outcome of the Group
of companies in 2006.

Forecast:
Indicator Unit of Scenario
measure Pessimistic Realistic Optimistic
Income Million Litas 68.8 73.8 77.8
Profit before tax Million Litas 1 3.5 5.5

In 2005, up to 3.3 million Litas of own funds is to be allocated for purchases and upgrading
of process equipment for the daughter company, and implementation of advanced management
processes.

In 2006, linen products trade, as well as the entire flax industry will continue suffering,
either directly or indirectly, the increasing supply of cheap products from China. Buropean
industry has been behind the world-wide branding and value building of linen. However, rapid




development of the Chinese supply in this field, has made linen products more widespread, thus
depriving the European manufacturers of their formerly possessed added value. Constantly
increasing level of work pay, shortage of skilled work force, and the growing prices on energy
resources represent the factors making a significant impact on the business outcomes.

UAB Linas Nordic, to strengthen it’s competitive stance internationally, and to create
better value, shall have to suite it’s products to individual customer requirements, cut the response
times in respect of market changes, modify it’s logistics and distribution framework. To achieve
this, the Company has carried on collaboration with the consultants of Goldratt Consulting Ltd, i.e.
a long-term, 4 year, project ‘Ambitious Goal’. The project seeks to induce a growth in sales and,
consequently, help the Company earn greater profits. The fundamental principles and rules of the
project have been already developed and put in place, with numerous organisational and technical
changes in marketing, sales, manufacturing, finance, and logistics in progress. The
rearrangements, the responsibility taken by the employees for achievement of the results, as well
as future’s intended undertakings, are expected to help achieve the ambitious goals.

Chairman of the Board Ramiinas Lendiauskas



