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I INTRODUCTION

JSC “Saldus me#ipnieaba” Corporate Governance Report of the year 20&fe{hafter - the Report)
is made according to the stock exchange “NASDAQ ORI¥a” Corporate governance principles
and recommendation on their implementation, issn&908. The Report is approved by the Board
of JSC “Saldus meiipnieaba” (hereinafter — JSC Saldus MR). Corporate guace principles

were adjusted to JSC Saldus MR as much as possitlle]lSC Saldus MR complied with the biggest
part of them, carrying out its operational actestiin 2010. The Report informs also accordindnéo t
principle “observe or explain” on those principlegich JSC Saldus MR observed partially or did
not observe in 2010, and on the circumstancegubttfied it.

The Report is submitted to “NASDAQ OMX Riga” andntished at the official web site of
"NASDAQ OMX Riga” in Latvian, and English.

On behalf of JSC AS Saldus MR Management

Janis Bartrans
Chairman of the Board



Il PRINCIPLES OF GOOD CORPORATE GOVERNANCE

SHAREHOLDERS’ MEETING

Shareholders realize their right to participatetlie management of the Issuer at shareholders'
meetings. In compliance with legal acts the Isswhal call the annual shareholders’ meeting as
minimum once a year. Extraordinary shareholdergtmgs shall be called as required.

1. Ensuring shareholders’ rights and participationat shareholders’ meetings

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

1.1. It shall be important to ensure that all the haddefrshares of one category have also equal
rights, including the right to receive a sharehsf tssuer’s profit as dividends or in another
way in proportion to the number of the shares owmethem if such right is stipulated for
the shares owned by them.

JSC Saldus MR applied this principle.

1.2. The Issuer shall prepare a policy for the divissdprofit. In the preparation of the policy,
it is recommended to take into account not onlyghavision of immediate benefit for the
Issuer's shareholders by paying dividends to tharh diso the expediency of profit
reinvesting, which would increase the value of igsuer in future. It is recommended to
discuss the policy of profit division at a sharelest’ meeting thus ensuring that as
possibly larger a number of shareholders have dlssipility to acquaint themselves with it
and to express their opinion on it. The Report Isepécify where the Issuer's profit
distribution policy is made available.

JSC Saldus MR has only partially observed thisqyple. The Company has not drawn up profit
distribution policy. The decision of profit distution is taken at the current shareholders
meeting.

1.3. In order to protect the Issuer's shareholders’'regteto a sufficient extent, not only the
Issuers but also any other persons who in commiamith the procedure stipulated in
legislative acts call, announce and organize ae$lodnlers’ meeting are asked to comply
with all the issues referred to in these Recommegrmiain relation to calling shareholders’
meetings and provision of shareholders with theired information.

JSC Saldus MR applied this principle.

1.4. Shareholders of the Issuers shall be provided thitpossibility to receive in due time and
regularly all the required information on the relav Issuer, participate at meetings and
vote on agenda issues. The Issuers shall carrglbtite possible activities to achieve that
as many as possible shareholders participate d@trmgsgetherefore, the time and place of a
meeting should not restrict the attendance of atingedy shareholders. Therefore, it
should not be admissible to change the time andept# an announced shareholders'



meeting shortly before the meeting, which thus wdiihder or even make it impossible
for shareholders to attend the meeting.

JSC Saldus MR applied this principle.

1.5.

The Issuers shall inform their shareholders oningplla shareholders’ meeting by
publishing a notice in compliance with the procedand the time limits set forth in
legislative acts. The Issuers are asked to anmotlrecshareholders’ meeting as soon as the
decision on calling the shareholders’ meeting heenltaken; in particular, this condition
applies to extraordinary shareholders’ meetings. he Tinformation on calling a
shareholders’ meeting shall be published also ergsuer’'s website on the Internet, where
it should be published also at least in one fordégnguage. It is recommended to use the
English language as the said other language sotliratvebsite could be used also by
foreign investors. When publishing information @iliog a shareholders' meeting, also the
initiator of calling the meeting shall be specified

AS Saldus MR patrtially adheres to this principletr&ordinary shareholders meeting held on 25
January 2010 and regular shareholders meeting ofJABe 2010 were announced and held
according to procedure and deadlines set by letgisda acts. Although the information
announcing meeting was not placed on the home pageS Saldus MR, it was published in
Latvian and English languages in homepage of ASSNAQ OMX Riga”, as well as placed in
the official mandatory information centralised sige system, where it was and still is available
to every interested person. Initiator of extraomy and regular shareholders meetings was
Board of AS Saldus MR.

1.6.

The Issuer shall ensure that compete informatiothercourse and time of the meeting, the
voting on decisions to be adopted , as well asagenda and draft decisions on which it is
planned to vote at the meeting is available intitae to the shareholders. The Issuers shall
also inform the shareholders whom they can addoeseceive answers to any questions on
the arrangements for the shareholders' meetingtendgenda issues and ensure that the
required additional information is provided to #tereholders.

JSC Saldus MR applied this principle.

1.7.

The Issuer shall ensure that at least 14 (fourtdays prior to the meeting the shareholders
have the possibility to acquaint themselves withdhaft decisions on the issues to be dealt
with at the meeting, including those that have badmmitted additionally already after the
announcement on calling the meeting. The Issuelt ehaure the possibility to read a
complete text of draft decisions, especially ifyttapply to voting on amendments to the
Issuer’'s statutes, election of the Issuer’s offssialetermination of their remuneration,
division of the Issuer’s profit and other issues.

JSC Saldus MR applied this principle.

1.8.

1.9.

In no way may the Issuers restrict the right ofrehalders to nominate representatives of
the shareholders for council elections. The candgito the council and candidates to other
offices shall be nominated in due time so thatitifi@mation on the said persons would be
available to the shareholders to the extent gsilated in Clause 1.9 of this Section as
minimum 14 (fourteen) days prior to the sharehddeeeting.

Especially, attention should be paid that the di@ders at least 14 (fourteen) days prior to
the shareholders' meeting have the possibilityctuaint themselves with information on
council member candidates and audit committee mermoledidates whose approval is



planned at the meeting. When disclosing the safdrrimation, also a short personal
biography of the candidates shall be published.

On 25 January 2010 extraordinary shareholders nmgetivas called, the agenda of which
included question of election of supervisory courébt later than within 14 days before the
meeting draft decisions of shareholders meetingewmiblished, however no information was
provided on proposed members of supervisory causinite at that moment no potential members
of supervisory council were not yet nominated. rimition on members of supervisory council
was provided during the shareholders meeting, ds agepublished along with decisions passed
at the shareholders meeting. Brief professionalkigeaund of members of supervisory council is
available at the home page of AS ,NASDAQ OMX Riges',well as in the official mandatory
information centralised storage system, where isvaad still is available to every interested
person. Company home page provides only namesuandraes of council members.

1.10. The Issuer may not restrict the right of sharelrslde consult among them during a
shareholders' meeting if it is required in ordeatopt a decision or to make clear some
issue.

JSC Saldus MR applied this principle.

1.11. To provide shareholders with complete informatian the course of the shareholders'
meeting, the Issuer shall prepare the regulationghe course of shareholders' meeting, in
which the agenda of shareholders' meeting and ptaeedure for solving any
organizational issues connected with the sharet®ldeeeting (e.g., registration of
meeting participants, the procedure for the adaptibdecisions on the issues to be dealt
with at the meeting, the Issuer’s actions in caged the issues on the agenda is not dealt
with, if it is impossible to adopt a decision &td.he procedures adopted by the Issuer in
relation to participation in voting shall be easyrhplement.

AS Saldus MR has not implemented this principle ddurse of shareholders meeting of AS
Saldus MR is regulated by legislative acts of tRe The chairman of the meeting proposes and
invites shareholders to pass decisions regardingndg of the meeting: time for decision making
on each question, procedure for proposing of a tioes

1.12. The Issuer shall ensure that during the sharelslldeeeting the shareholders have the
possibility to ask questions to the candidateset@llected at the shareholders' meeting and
other attending representatives of the Issuer. TBseer shall have the right to set
reasonable restrictions on questions, for exameleluding the possibility that one
shareholder uses up the total time provided fomgs&f questions and setting a time limit
of speeches.

JSC Saldus MR only partially complies with the gipfes of good corporate governance as the
auditor candidate did not participate in the megtin

1.13. Since, if a long break of meeting is set, the righshareholders to dispose of freely with
their shares is hindered for an undetermined tiemog, it shall not be recommended to
announce a break during a shareholders' meetihg.c@nditions upon which it is possible
to announce a break shall be stipulated also imdfelations on the course of meeting. A
break of meeting may be a lunch break, a shorkljigato 30 minutes) etc.

JSC Saldus MR applied this principle.



1.14.

When entering the course and contents of discussinrthe agenda issues to be dealt with
at the shareholders' meeting in the minutes ofetitdders' meeting, the chairperson of the
meeting shall ensure that, in case any meetingcyamt requires it, particular debates are
reflected in the minutes or that shareholder prapos questions are appended thereto in
written form.

JSC Saldus MR applied this principle.

2. Participation of members and member candidatesfdhe Issuer's management institutions at

shareholders' meetings

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

2.1.

The attendance of members of the Issuer's manadgemstitutions and auditor at
shareholders' meetings shall be necessary to emsfarenation exchange between the
Issuer’s shareholders and members of manageméitttioss as well as to fulfill the right
of shareholders to receive answers from competnsops to the questions submitted. The
attendance of the auditor shall not be mandatoshateholders' meetings at which issues
connected with the finances of the Issuer are maitdvith. By using the right to ask
questions shareholders have the possibility toiléormation on the circumstances that
might affect the evaluation of the financial repamtd the financial situation of the Issuer.

AS Saldus MR partially adheres to this principlegRar shareholders meeting held on 28 June
2010 where questions concerning financial issua® weted on was attended by board members,
but not by auditor, however a report submitted bglitor was available to shareholders.

2.2.

Shareholders' meetings shall be attended by therssofficial candidates whose election
is planned at the meeting. This shall in particapply to council members. If a council
member candidate or auditor candidate is unabédtémd the shareholders' meeting due to
an important reason, then it shall be admissibl this person does not attend the
shareholders' meeting. In this case, all the sobatanformation on the candidate shall be
disclosed before the shareholders' meeting.

JSC Saldus MR has only partially observed thisgipie. In the current shareholders™ meeting of
June 28, 2010, during which the auditor was reteld, the candidate for it was not allowed to
participate in this meeting.

2.3.

During shareholders' meetings, the participants tnhesse the possibility to obtain
information on officials or official candidates witm not attend the meeting and reasons
thereof. The reason of non-attendance should berezhin the minutes of shareholders'
meeting.

JSC Saldus MR has only partially observed thisqipie. During the shareholders™ meeting the

participants were provided with information abohetcauses of the auditor's and the candidate's
for the auditor absence from the meeting, but tloeseses were not pointed out in the protocol of
the shareholders™ meeting.

BOARD

The board is the Issuer's executive institutiomiclt manages and represents the Issuer in its
everyday business, therefore the Issuer shall erthat it is efficient, able to take decisions, and



committed to increase the value of the companyegethee its obligations and responsibilities have to
be clearly determined.

3. Obligations and responsibilities of the Board

The Issuers shall clearly and expressively determinthe obligations and authorities of the board
and responsibilities of its members, thus ensuring successful work of the board and an
increase in the Issuer’s value.

3.1

The board shall have the obligation to manage tlsnless of the Issuer, which includes
also the responsibility for the realization of thigectives and strategies determined by the
Issuer and the responsibility for the results ackde The board shall be responsible for the
said to the council and the shareholders' meeliinfylfillment of its obligations, the board
shall adopt decisions guided by interests of a#l #ihareholders and preventing any
potential conflict of interests.

JSC Saldus MR applied this principle.

3.2.

The powers of the board shall be stipulated irBbard Regulations or a similar document,
which is to be published on the website of thedssan the Internet. This document must
be also available at the registered office of Hsiér.

JSC Saldus MR does not observe this principle.bblaed authority is determined in accordance
with the Commercial Law of the Republic of Lataiad the statutes of JSC Saldus MR, but the
regulations of the board or document of equal vdlas not been drawn up.

3.3.

The board shall be responsible also for the compéawith all the binding regulatory acts,
risk management, as well as the financial actieftthe Issuer.

JSC Saldus MR applied this principle.

3.4.

3.5.

3.6.

The board shall perform certain tasks, including:

1) corporate strategies, work plan, risk control pdare, assessment and advancement of

annual budget and business plans, ensuring caomtrahe fulfillment of plans and the
achievement of planned results ;

2) selection of senior managers of the Issuer, detextioin of their remuneration and

control of their work and their replacement, if esgary, in compliance with internal
procedures (e.g. personnel policy adopted by theels remuneration policy etc.);

3) timely and qualitative submission of reports, emgumlso that the internal audits are

carried out and the disclosure of information intoolled.

In annual reports, the board shall confirm thatititernal risk procedures are efficient and
that the risk management and internal control Heeen carried out in compliance with the
said control procedures throughout the year.

It shall be preferable that the board submits dmessthat determine the objectives and
strategies for achievement thereof (participation ather companies, acquisition or

alienation of property, opening of representatitfices or branches, expansion of business
etc) to the Issuer’s council for approval.

JSC Saldus MR applies these principles.



4. Board composition and requirements for board merers

A board composition approved by the Issuer shall bable to ensure sufficiently critical and
independent attitude in assessing and taking deoisis.

4.1. In composing the board, it shall be observed tlwaryeboard member has appropriate
education and work experience. The Issuer shaflgseca summary of the requirements to
be set for every board member, which specifies gkils, education, previous work
experience and other selection criteria for evergrd member.

JSC Saldus MR applied this principle. The headpaoficular structures are appointed by the
board and their occupation descriptions contain thquired work experience, qualification and
education.

4.2. On the Issuer’'s website on the Internet, the falhgnwinformation on every Issuer’s board
member shall be published: name, surname, yeairtbf bducation, office term, position,
description of the last three year’'s professiongdegience, number of the Issuer’s or its
parent companies/subsidiaries shares owned by &mber, information on positions in
other capital companies.

AS Saldus MR has not implemented this principle.faksas company board members are
concerned the company home page provides only @aesurname. At voting for new board
member brief professional background was publisinethe home page of AS ,NASDAQ OMX
Riga”, as well as in the official mandatory infortian centralised storage system, where it was
and still is available to every interested person

4.3. In order to fulfill their obligations successfullppard members must have access in due
time to accurate information on the activity of tlssuer. The board must be capable of
providing an objective evaluation on the activifytioe Issuer. Board members must have
enough time for the performance of their duties.

AS Saldus MR adheres to this corporate governanceiple. At least once per quarter board
meetings were held, where the board was introdtwegerational results of particular industries
(forestry, timber processing).

4.4. 1t is not recommended to elect one and the samedbwember for more than four
successive terms. The Issuer has to evaluate whigttagevelopment will be facilitated in
the result of that and whether it will be possitdle@avoid a situation where greater power is
concentrated in hands of one or a number of seppeatons due to their long-term work at
the Issuer. If, however, such election is admitieghall be recommended to consider to
change the field of work of the relevant Board ment the Issuer.

JSC Saldus MR has not complied with this principlee chairman of the board has been elected
for more than four consecutive terms, but the sawpkis liabilities has been changed. Many
responsibilities are delegated to the heads ofiygartments.

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

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



5.1 It shall be the obligation of every board memioeavoid any, even only supposed, interest
conflicts in his/her work. In taking decisions, bdbanembers shall be guided by the interests of
the Issuer and not use the cooperation offers gexpto the Issuer to obtain personal benefit.

JSC Saldus MR applied this principle.

5.2 On the occurrence of any interest conflict eereonly on its possibility, a board member
shall notify other board members without delay. omnembers shall notify on any deal or
agreement the lIssuer is planning to conclude witeison who has close relationship or is
connected with the board member in question, aasahform on any interest conflicts occurred
during the validity period of concluded agreements.

For the purposes of these Recommendations theMalipshall be regarded as persons who have
close relationship with a board member: spousesative, including kinship of second degree or

brother-in-law of first degree, or persons with whohe board member has had a common
household for at least one year. For the purpoktiese recommendations the following shall be

regarded as persons who are connected with a amdber: legal persons where the board
member or a closely related to him/her personbsaad or council member, performs the tasks of
an auditor or holds another managing office in Wwhi@ or she could determine or affect the

business strategy of the respective legal entity.

JSC Saldus MR applied this principle.

5.3 Board members should not participate in takiegjsions that could cause an interest conflict.
JSC Saldus MR applied this principle.

COUNCIL

In compliance with legal acts a council is the itngbn that supervises the Issuer and represents
interests of shareholders between meetings in cagmgated in the law and in the statutes of the
Issuer, supervises the work of the board.

6. Obligations and responsibilities of the council

The objective of the Issuer’s council is to act ithe interests of all the shareholders, ensuring
that the value of the Issuer grows. The Issuer sHatlearly determine the obligations of the
council and the responsibility of the council membes, as well as ensure that individual council
members or groups thereof do not have a dominatingple in decision making.

6.1 The functions of the council shall be set forthihia council regulation or a document equated
thereto that regulates the work of the council, &stiall be published on the Issuer’s website
on the Internet. This document shall be also abtlat the Issuer’s office.

JSC Saldus MR has not established this principlee Touncil functions are determined in
accordance with the Commercial Law of the Reputflicatvia.

6.2 The supervision carried out by the council over therk of the board shall include
supervision over the achievement of the objectaatsby the Issuer, the corporate strategy
and risk management, the process of financial atewy board’s proposals on the use of the
profit of the Issuer, and the business performamicéhe Issuer in compliance with the
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requirements of regulatory acts. The council shaliktuss every of the said matters and
express its opinion at least annually, complyinthviiequency of calling council meetings as

laid down in regulatory acts, and the results e€dssions shall be reflected in the minutes of
the council’'s meetings.

JSC Saldus MR applied this principle.

6.3 The council and every its member shall be respésghat they have all the information
required for them to fulfill their duties, obtaiwgjrit from board members and internal auditors
or, if necessary, from employees of the Issuerxteraal consultants. To ensure information
exchange, the council chairperson shall contactli¢iseer’'s board, inter alia the board
chairperson, on a regular basis and discuss alinth& important issues connected with the
Issuer’s business and development strategy, bissawtivities, and risk management.

JSC Saldus MR applied this principle.

6.4 When determining the functions of the council, libgld be stipulated that every council
member has the obligation to provide explanationsase the council member is unable to
participate in council meetings. It shall be recosnafed to disclose information on the
council members who have not attended more thaalfaohthe council meetings within a
year of reporting, providing also the reasons fam-attendance.

JSC Saldus MR does not observe this principle [secao regulations of the board determining
the duties of the member of the board or documeadal value have been drawn up.

7. Council composition and requirements for councimembers

The council structure determined by the Issuer shélbe transparent and understandable and
ensure sufficiently critical and independent attitwde in evaluating and taking decisions.

7.1 The Issuer shall require every council member d agecouncil member candidate who is
planned to be elected at a shareholders’ meetaigthiey submit to the Issuer the following
information: name, surname, year of birth, educatioffice term as a council member,
description of the last three year’s professionglegience, number of the Issuer’'s or its
parent companies/subsidiaries shares owned by ¢hgber, information on positions in other
capital companies. The said information shall bigliphed also on the Issuer’s website on the
Internet, providing, in addition to the said infation, also the term of office for which the
council member is elected, its position, includaigo additional positions and obligations, if
any.

JSC Saldus MR has only partially observed this giple. The information about the elected
members of the council: name, surname, year ohbidescription of the last three years
professional experience, was published in JISC “NAQIDMX Riga” home page.

7.2 When determining the requirements for council mensilas regards the number of additional
positions, attention shall be paid that a coun@inmher has enough time to perform his or her
duties in order to fulfill their duties successfulind act in the interests of the Issuer to a full
extent.

JSC Saldus MR implements this principle in accocgawith the Commercial Law of the
Republic of Latvia.
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7.3 In establishing the Issuer’s council, the qualifiza of council members should be taken into
account and assessed on a periodical basis. Theitshould be composed of individuals
whose knowledge, opinions and experience is vamddch is required for the council to
fulfill their tasks successfully.

Requirements concerning this principle are implei@énin JSC Saldus MR shareholders’
meetings.

7.4 Every council member in his or her work shall bgassibly independent from any external
circumstances and have the will to assume respbtysfor the decisions taken and comply
with the general ethical principles when takingisieas in relation to the business of the
Issuer.

The members of JSC Saldus MR Council bear resplitysib accordance with the Commercial
Law of the Republic of Latvia.

7.5 It is impossible to compile a list of all the cimatances that might threaten the independence
of council members or that could be used in assgdBe conformity of a certain person to
the status of an independent council member. Toerethe Issuer, when assessing the
independence of council members, shall be guidethéyndependence criteria of council
members specified in the Annex hereto.

7.6 It shall be recommended that at least a half ohcbumembers are independent according to
the independence criteria specified in the Anneetioe If the number of council members
is an odd number, the number of independent couraihbers may be one person less than
the number of the council members who do not confto the independence criteria
specified in the Annex hereto.

JSC Saldus MR applies these principles.

7.7 As independent shall be considered persons thafiorconto the independence criteria
specified in the Annex hereto. If a council membees not conform to any of to the
independence criteria specified in the Annex hepetahe Issuer does consider the council
member in question to be independent, then it ginallide an explanation of its opinion in
detail on the tolerances permitted.

7.8 The conformity of a person to the independenceriaitspecified in the Annex hereto shall be
evaluated already when the council member candidag@estion has been nominated for
election to the council. The Issuer shall speaifghie Report who of the council members
are to be considered as independent every year.

JSC Saldus MR applies these principles. The shatersare permitted to nominate and elect
the members of the Council without any restrictidPisor to nomination the shareholders can
become acquainted with the criteria of independericeembers of the Council.

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

Every council member shall avoid any interest coniitts in his/her work and be maximally

independent from any external circumstances. Councmembers shall comply with the general
ethical principles in adopting any decisions connéed with the business of the Issuer and
assume responsibility for the decisions taken.

8.11t shall be the obligation of every council memheravoid any, even only supposed,
interest conflicts in his/her work. When taking dé&mns, board members shall be guided
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by the interests of the Issuer and not use theeratipn offers proposed to the Issuer to
obtain personal benefit.

JSC Saldus MR applies this principlBeals are made observing the principle of
transparency.

8.20n the occurrence of any interest conflict or ewsly on its possibility, a council member
shall notify other council members without delayou@cil members shall notify on any
deal or agreement the Issuer is planning to coeclwith a person who has close
relationship or is connected with the council memheguestion, as well as inform on any
interest conflicts occurred during the validity iperof concluded agreements.

For the purposes of these recommendations thenioipshall be regarded as persons who
have close relationship with a council member: spsua relative, including kinship of
second degree or brother-in-law of first degregparsons with whom the council member
has had a common household for at least one vyear. tife purposes of these
recommendations the following shall be regardegpesons who are connected with a
council member: legal persons where the council beznor a closely related to him/her
person is a board or council member, performs #is&st of an auditor or holds another
managing office in which he or she could deternonaffect the business strategy of the
respective legal entity.

JSC Saldus MR have not received the reports ofkih because in fact no deals have
been made.

8.3 A council member who is in a possible interestflict should not participate in taking
decisions that might be a cause of an interesticonf

JSC Saldus MR applies this principle.

DISCLOSURE OF INFORMATION

Good practice of corporate governance for an Issueose shares are included in the market
regulated by the Stock Exchange means that theniiafiion disclosed by the Issuer has to provide a
view on the economic activity of the Issuer and fitencial results. This facilitates a justified
determination of the price of financial instrumeimtsublic circulation as well as the trust in firce
and capital markets. Disclosure of information iwsely connected with investor relations
(hereinafter — the IR), which can be defined @&sptocess of developing Issuer’s relations with its
potential and existing investors and other partierested in the business of the Issuer.

9. Transparency of the Issuer’s business

The information disclosed by the Issuers shall berpvided in due time and allowing the
shareholders to assess the management of the Issuy get an idea on the business of the
company and its financial results, as well as to k& grounded decisions in relation to the shares
owned by them.

The information about the economic activities o Baldus MR is disclosed to the extent that no risk
of stealing ideas or strategy activities exists.
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9.1 The structure of corporate governance shall bébkstti@d in a manner that ensures provision
of timely and exhaustive information on all the stamtial matters that concern the Issuer,
including its financial situation, business res\éisd the structure of owners.

JSC Saldus MR observes this principle except rase< of delay.

9.2 The information disclosed shall be checked, precisambiguous and prepared in compliance
with high-quality standards.

JSC Saldus MR applies this principle.

9.3 The Issuers should appoint a person who would beehto contact the press and other mass
media on behalf on the Issuer, thus ensuring umifdistribution of information and
evading publication of contradictory and untruthiftflormation, and this person could be
contacted, if necessary, by the Stock Exchangersedtors.

JSC Saldus MR applies this principlge chairman’s of the board of JSC Saldus MR tefms
reference provide for keeping in touch with presd ather mass media. JSC Saldus MR.

9.4 The Issuers should ensure timely and compliant With existing requirements preparation
and disclosure of financial reports and annual mspaof the Issuer. The procedure for the
preparation of reports should be stipulated inkernal procedures of the Issuer.

JSC Saldus MR observes this principle in accordamtie the law of the Republic of Latvia and
with the occupational descriptions of the compe&nployees.

10. Investor relations

Considering that financial instruments of the Issues are offered on a regulated market, also
such activity sphere of the Issuers as investor @ions (hereinafter — the IR) and the
development and maintaining thereof is equally impdant, paying special attention to that all
the investors have access to equal, timely and safént information.

10.1The main objectives of the IR are the provisionaoturate and timely information on the
business of the Issuer to participants of finaneeket, as well as the provision of a feedback,
i.e. receiving references from the existing andeptial investors and other persons. In the
realization of the IR process, it shall be bormimd that the target group consists not only of
institutional investors and finance market analy#tsgreater emphasis should be put on
individual investors, and more importance shouldaltached to informing other interested
parties: employees, creditors and business partners

The strategic aims of JSC Saldus MR do not incthdeinvolvement of investors, therefore it is
not implemented.

10.2The Issuer shall provide all investors with equad &asily accessible important information
related to the Issuer's business, including firelng@osition, ownership structure and
management. The Issuer shall present the informati@a clear and understandable manner,
disclosing both positive and negative facts, thuwiding the investors with a complete and
comprehensive information on the Issuer, allowihg tnvestor to assess all information
available before the decision making.

10.3A number of channels shall be used for the infoionatiow in the IR. The IR strategy of the
Issuer shall be created using both the possililiivided by technologies (website) and
relations with mass media and the ties with thé@pants of finance market. Considering the
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development stage of modern technologies and ttesaibility thereof, the Internet is used in
the IR of every modern company. This type of métdia become one of the most important
means of communications for the majority of investo

10.4The basic principles that should be observed bysheers in preparing the IR section of their
websites:

1)

2)

4)

5)

6)

The IR section of website shall be perceived ndy as a store of information or facts
but also as one of the primary means of commumigdiy means of which it is possible
to inform the existing and potential shareholders;

all the visitors of the IR section of website shalive the possibility to obtain
conveniently all the information published theteformation on websites shall be
published in all the foreign languages in which tlesuer normally distributes
information so that in no way would foreign investbe discriminated, however, it shall
be taken into account that information must beldsgd at least in Latvian and English;

It shall be recommended to consider a solutionwhatid allow the existing and potential
investors to maintain ties with the Issuer by uding IR section of website — submit
guestions and receive answers thereto, order tts# raoent information, express their
opinions etc.;

the information published on websites shall be tgtl@an a regular basis, and the news
in relation to the Issuer and its business shalplgished in due time. It shall not be
admissible that outdated information that couldi@ad investors is found on websites;

after the website is created the creators themseallieuld assess the IR section of the
website from the point of view of users — whettler information of interest can be
found easily, whether the information publishedvies answers to the most important
guestions etc.

10.5The Issuer shall ensure that at least the followif@rmation is contained in the IR section of

website:

1) general information on the Issuer - history ofestablishment and business, registration
data, description of industry, main types of busie

2) lIssuer’'s Report €omply or explaif) on the compliance with the principles of corpera
governance;

3) Number of issued and paid financial instrumentgc#gping how many of them are
included in a regulated market;

4) information on shareholders’ meetings, draft decisito be examined, decisions adopted
— at least for the last year of report ;

5) Issuer’s statutes;

7) Issuer’s board or council regulation or a docunseptated thereto that regulates its work,
as well as the Issuer’s remuneration policy (agfarence where it is made available) and
the shareholders’ meeting procedure regulatiosyéh has been adopted;

8) Information on the performance of the Issuer's AGdimmittee;

9) information on present Issuer’s council and baasinbers (on each individually): work

experience, education, number of the Issuer's shaned by the member (as at the
beginning of year; the information shall be updaésdrequired but at least annually),
information on positions in other capital companesd the term of office of board and
council members;

10) Issuer’s shareholders which/who own at least 5%eflssuer’s shares; and information

on changes of shareholders;

11) Financial reports and annual reports of the Isguepared in compliance with the

procedure specified in legal acts and the Stoch&mxge regulations;

12) Any other information to be disclosed by the Iss@eg. information on any substantial

events, Issuer's press releases, archived infoomain Issuer’s financial and annual
reports on previous periods etc.
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JSC Saldus MR does not observe this principle. €ssential information concerning the
Company is published in the Home Page of JSC “NASDMX Riga”.

INTERNAL CONTROL AND RISK MANAGEMENT

The purpose of internal control and risk managerigettt ensure efficient and successful work of the
Issuer, the truthfulness of the information disebsind conformity thereof to the relevant reguiator
acts and business principles. Internal controlsh#ie board to identify the shortcomings and rieks
the management of the Issuer as well as facilithi@sthe council's task - to supervise the worthef
board - is fulfilled efficiently.

11. Principles of the Issuer’s internal and externicontrol

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

11.1To ensure successful operation, the Issuer shaltaldts work on a regular basis and define
the procedure of internal control.

JSC Saldus MR applies this principle. Operationahp are completed and inspected.

11.2The objective of risk management is to ensure ttatrisks connected with the commercial
activity of the Issuer are identified and superdiseo ensure an efficient risk management, it
shall be necessary to define the basic principfessk management. It is recommended to
characterize the most essential potential andiegisisks in relation to the business of the
Issuer.

JSC Saldus MR applies this princip@ebtors are controllable risk factors and are under
unitarian control.

11.3 Auditors shall be granted access to the informatiguired for the fulfilment of the
auditor’s tasks and the possibility to attend cduaied board meetings at which financial
and other matters are dealt with.

The availability is reflected in the auditor's repo

11.4 Auditors shall be independent in their work andrth&sk shall be to provide the Issuer
with independent and objective auditing and coasiolt services in order to facilitate the
efficiency of the Issuer’s business and to prowdpport in achieving the objectives set for
the Issuer's management by offering a systematmroaph for the assessment and
improvement of risk management and control progesse

The auditor is authorized in accordance with neitessd qualification.

11.5 It shall be recommended to carry out an indepenitégtnal control at least annually in
order to assess the work of the Issuer, includimganformity to the procedures approved
by the Issuer.

Daily reports on the current situation of the compare made and sent to the top management of
the company: board members and councilors, as althe heads of the departments, thus
ensuring permanent control of the company's openati
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11.6  When approving an auditor, it is recommended tmatéerm of office of one auditor is not
the same as the term of office of the board.

The auditor is permanently replaced.

12.Audit Committee

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

12.1 The functions and responsibility of the Auditmmittee should be specified in the regulation of
the committee or a comparable document.

JSC Saldus MR fails to comply with this princigladit Committee's functions and responsibilities
are determined in accordance with the existingdiegion of the Republic of Latvia.

12.2 To assure an efficient functioning of the Altibmmittee, it is recommended that at least three
of its members have adequate knowledge in accapatid financial reporting, because issues related
to the Issuer's financial reports and control arthe focus of the Audit Committee's operations.

JSC Saldus MR follows this principle of good cogtergovernance. According to the Decision of the
Annual General Meeting of Shareholders on 29 JW@®2he audit committee task performance was
assigned to the company boad&C Saldus MR Board includes at least 3 membersath®

sufficient knowledge of bookkeeping and finan@alorting.

12.3 All Audit Committee members shall have actegke information about the accounting
principles practiced by the Issuer. Board shalisslthe audit Committee as to the approaches to
significant and unusual transactions, where alterma&valuations are possible, and shall ensuite tha
the Audit Committee has access to all informathat has been specified in the legislation.

JSC Saldus MR applies this principle.

12.4 The Issuer shall ensure that its officialgrdanembers and staff release the informationéo th
Audit Committee that is necessary for its operatidrhe Audit Committee should also be entitled to
carry out an independent investigation in ordadémtify, within its scope, any violations in the
Issuer' activities.

JSC Saldus MR applies this principle.

12. 5 Within its scope, the Audit Committee shalbpt resolutions, and is accountable to the
shareholders' meeting for its operations.

Since the duties of AS Saldus MR Audit Committegearformed by council members, the members
of council report on activities of audit commissioy presenting decisions of supervisory council in
the shareholders meeting.

REMUNERATION POLICY

13. General principles, types and criteria for sethg remuneration

The policy of the remuneration of board and councilmembers — type, structure and amount of
remuneration - is one of the spheres where persomsvolved has a potentially greater risk to

find themselves in an interest conflict situation.To avoid it, the Issuer shall develop a clear
remuneration policy, specifying general principlestypes and criteria for the remuneration to

be awarded to the board or council members.
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13.1The Issuers are called on to develop a remuneratitiny in which the main principles for
setting the remuneration, possible remuneratioersels and other essential related issues are
determined. Without limiting the role and operasoaf the Issuer's management bodies
responsible for setting remuneration to the board eouncil members, the drafting of the
remuneration policy should be made a responsihilitthe Issuer’s board, which during the
preparation of a draft policy should consult wile tssuer’s council.

The salary of the employees is determined in camg with the labour contract and with the
regulations of the establishment. It is confiddnitlormation. Only the chairman as an elected
person receives a salary which is indicated inaghaual review

13.2Should the remuneration policy contain a remunenasitructure with a variable part in the
form of the Issuer's shares or share options,aulshbe linked to previously defined short-
term and long-term goals. If remuneration dependfudililment of short-term goals only, it
is not likely to encourage an interest in the conyfmgrowth and improved performance in
the long-term. The scope and structure of the remation should depend on the business
performance of the company, share price and osiselel's events.

13.3Remuneration schemes that include Issuer’s sharesnauneration may theoretically cause
loss to the Issuer's existing shareholders bedhesghare price might drop due to a new issue
of shares. Therefore, prior to the preparationaptoval of this type of remuneration, it shall
be required to assess the possible benefits adoss

13.4When preparing the remuneration policy where aabédei part is in the form of the Issuer's
shares or share options, the Issuer shall be abtmeisclose information on how the Issuer
plans to ensure the amount of shares to be grantecbmpliance with the approved
remuneration schemes— whether it is planned tdrotiam by buying on a regulated market
or by issuing new shares.

13.5While drafting the remuneration policy and envisagiawarding options entitling to the
Issuer's shares, the Stock Exchange rules regadistgoution of share options should be
taken into account.

JSC Saldus MR does not observe these principles. salary schemes do not provide the
reception of benefits of share awards or shareamystiof the Company.

13.6  While setting remuneration principles with regaodbioard and council members, they
should include general approach as to compensatioasy, in cases when contracts with
the said officials are terminated.

JSC Saldus MR fails to comply with this princifdecause it is not planned to make any refunds
or other reward in cases of breach of contractsatoded with the members of the Board.

14. Remuneration Report

A clear and complete report on the remuneration paty with regard to the management body
members of the Issuer should be made available thé shareholders. Public disclosure of the
said information would allow the existing and potetial shareholders to carry out a
comprehensive evaluation of the Issuer's approacthé remuneration issues; consequently, the
Issuer's responsible body shall draft and made puiz the Remuneration Report.

14.1 The Issuer is obliged to make public the Resration Report — a complete report on the
remuneration policy applied to the members of #seiér's management bodies. Remuneration Report
may be a separate document, or may integratedspeaial chapter of the Report prepared by the
Issuer as recommended by Item 9 of the Introductbrthe present Recommendations. The
Remuneration Report should be posted on the Isswedysite.
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14.2 Remuneration Report should contain at leastathowing information:

1) Information as to the application of the remaien policy to board and council members in the
previous financial year, specifying the materiaghieges to the Issuer's remuneration policy compared
to the previous reporting period;

2) The proportion between the fixed and variable pathe remuneration for the respective category
of officials;

3) Sufficient information as to linking the remuaton with performance;

4) Information about the Issuer's policy with rab#s the contracts with the members of the Issuer's
management bodies, the terms and conditions ofctmtracts (duration, notice deadlines about
termination, including payments due in case of teaton);

5) Information about the incentive schemes andspeeifications and reasons for awarding any other
benefits;

6) A description of any pension or early retiremsetiemes;

7) An overview of the remuneration paid to or aepéfits received by each individual that has been
board or council member in the reporting periodiseldsing at least the information required in
ltems 14.5, 14.5 and 14.7 below.

14.3 To avoid overlapping of information, the Issuehile preparing its Remuneration Report, may
omit the information required in ltems 14.2 1) tp above, provided it is a part of the Issuer's
Remuneration Policy document. In such case, RemtiorrReport should have a reference to the
Remuneration Policy, together with an indicatiorevehit is made available.

14.4 If the Issuer believes that, as a result dibviong the provisions of Item 14.2 of these
Recommendations sensitive business information tnigbome public to the detriment of the Issuer's
strategic position, the Issuer may not disclosé& sniwrmation and give the reasons.

14.5 The following remuneration and other beneaéitated information about each board and council
member should be disclosed:

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

2) Remuneration and other benefits received fragn@mpany associated with the Issuer. For the
understanding of this Item, "associated undertdkinga company according to the definition in
Paragraph 1 of the Law on the Financial Instrumbfteasket;

3) Remuneration paid as profit distribution or benand the reasons for awarding such remuneration;
4) Compensation for fulfillment of duties in additito the regular job responsibilities;

5) Compensations and any other payments receivenl toybe received by board or council member
who has left the position during the accountingqekr

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

14.6 The following information should be discloseith regard to the shares and/or share options or
any other incentive schemes resulting in ownershtpe Issuer's shares:

1) the number and holding conditions of shareshare options entitling to the Issuer's shares
granted over the reporting period to the membeissufer's management bodies;

2) The number of options exercised during the rapprperiod, entitling to the Issuer's shares,
specifying the price and the number of shares oéthior the unit value held by the member of the
Issuer's management board in a share-related ineestheme as at the end of the reporting year;

3) The number of non-exercised options entitlinght Issuer's shares as at the end of the reporting
year, the share price in the contract, expiry datkthe key rules for exercising the option;
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4) Information changes, if any, introduced durihg teporting period with regard to the provisiofs o
the contracts on options entitling to the Issughares (such as changes in the option exercisieg, ru
change of expiry date etc.).

14.7 The following information should be discloseith regard to savings or contributions to pension
schemes of private pension funds:

1) the amount of contributions made by the Issteethe benefit of individuals, to a pension scheme
or schemes, and the rules for disbursement ofdéheipn capital;

2) the participation rules, including terminatioh garticipation, to the respective pension scheme,
applicable the concrete individual.

14.8 Remuneration schemes involving awarding with Issuer's shares, share options or any other
tools resulting in ownership of the Issuer's shaledl be approved by the annual general meeting of
shareholders. Shareholders' meeting, while resplom approval of the remuneration scheme, need
not resolve on its application to concrete indialu

The Company does not prepare the separate remuoeratport as required by the corporate
governance principles, except for the informatitiattis disclosed in the financial statements in
accordance with International Financial Reportingafdards. Company considers that such
information should not be disclosed for commeralsons.
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ANNEX IlI

INDEPENDENCE CRITERIA OF COUNCIL MEMBERS

As independent shall be regarded a council mewibiise Issuer who:

1)

2)

3)

4)
5)

6)

7

8)
9)

has not been a board or council member of theefssts associated company or a
shareholder that controls the Issuer in the previbwee years and does not hold the
said office also within the time period when holylthe office of a council member. A
company associated with the Issuer shall mean gaoywhich is included in the
consolidated financial report of the Issuer or¢basolidated report of which the Issuer
is included in;

IS not the Issuer’s, its associated company’s sitaaeholder’s which controls the Issuer
employee, except in cases when the council memdnadidate in question has been
appointed for election to the council as a repriedie of the Issuer's employees;

in addition to the remuneration he or she receasga council member, he or she does
not receive or has not received any substantidatiaddl remuneration from the Issuer,
its associated company or a shareholder that derh®e Issuer;

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

neither as of the approval nor within the last y@#or to approval as a council member
neither directly nor directly has been in substriusiness relations with the Issuer, its
associated company or a shareholder that contieldssuer neither directly nor as a
partner, shareholder or a senior manager;

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

is not a board member or another managing emplaye® company at which the

Issuer's board member performs the functions afuncil member and if he or she has
not any other essential relations with the Issubdard members by participating in

other companies or organizational units (mutuedignected control relations);

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

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