Speech of the Chairman of the Board
Dear Shareholders, Partners, Customers,

In terms of the consolidated results in 2006 ABaigé’ reached the turnover together
with other activity income of LTL 356 mio. and inced a consolidated loss of LTL 10.1 mio.
The negative total result of the Company’s perforogawas to a large extent determined by
difficulties in the Russian market that had origathasince the very outset of the operations of
the Company in Russia, — significant residual st@sid the reprising thereof at the
distributors* level. Furthermore, in the view ofhaggher risk of non-recovery of trade debts
accrued in the course of 2004-2005 the Companyvweddo form a provision of LTL 9.8
mio. for the debts concerned.

Despite the difficulties we currently encounter plans for the next year provide for
the turnover of LTL 468.8 mio. and LTL 10 mio. inresolidated pre-tax profit. These results
are expected to be facilitated by changes in theeenay rates and raw material prices in
global markets.

We will proceed with our efforts to consolidater quositions in the Eastern, and in
particular, Russian markets. In 2006, we reorgahikse trade and finance activities in Russia,
certain targeted strategies were accordingly agjugt connection with the remake of the
company management model. The changes enforcedssidyielded positive results in the
second half-year term of 2006 when the refrigeratde figures exceeded the results of 1H by
five times.

In 2007, the undertakings of AB ,Snafgincludes the introduction of a new
refrigerator line to the Eastern, as well as to\estern markets, stimulation of marketing
campaigns with stronger focus upon cost reducti@hpaoduction efficiency programmes.

We are confident that the strategy we have optedvilh facilitate the Company in
reaching its objectives.

Sincerely,

e

e
Nerijus Dagilis
Chairman of the Board of AB ,Snaig




Speech of the Managing Director

Dear All,

Unfovourable situation in Russia market settleat rear 2006 for our company were
uneasy. Despite this was productive year, whichehtavensure successful development of
company in future.

In 2006, we devoted particular attention to thehagmement of efficiency,
improvement of the output quality and the furthiaberation of our distribution system. Last
year we took care of increasing production effickenwe invested into new equipment,
created motivation programs.

In Lithuania, Latvia, Estonia and Ukraine — therkess where AB ,Snaig steadily
holds the Leader's position we particularly focusedthe strengthening of the Company’s
image and the fine-tuning of the distribution systén selected major markets we launched a
number of marketing campaigns that produced undallfppositive feedback in terms of the
increase of sales and the trade mark awareness.

The commissioning of a plant in the Kaliningradjiom opened the door to the
Russian refrigerators markets that will undoubtediyain in the future our focus market. We
have been with pleasure observing the growing satgein despite a challenging competitive
environment. Russian market is undoubtedly a markpbssibilities; however, it not entirely
risk-free. AB ,Snaig” was planning to conclude a contract with oneraf thajor Western
manufacturers anticipating a full-scale load of tKaliningrad plant. Nevertheless, the
expectations of the Company turned justified onlga partial extent.

Year 2007 will become year of trial and challenfgrscompany. We will launch new
design refrigerators line, improve accountancyeaystapply different production efficiency
and control ratios, implant fixed costs reducinggrams, invest into employees training and
so on. Traditionally to the life-time of the compawur guiding objective will remain meeting
of consumers‘needs and expectations.

Sincerely,
a

Mindaugas Sestokas
Managing Director of AB ,Snait



Structure of the Companies’ Group

AB ,Snaige”
Alytus (Lithuania)

1
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000 000 ,Moroz 000 ,Snaig 000 ,Liga- UAB ,Almecha”
»Techprominvest” Trade” Ukraine” servis” Alytus (Lithuania)
Kaliningrad Moscow (Russia) Kiev (Ukraine) Moscow (Russia)
(Russia)

AB ,Snaigt” Group is composed of the Alytus refrigerator pla®naigz” and the

following subsidiaries:

e OOO "Techprominvest". Principal activities: prodoot and marketing of consumer
commodities, technical maintenance and repair afipegent, consulting services,
transport services, etc. General Manager - RimaB#asanskis. The plant registered
in Kaliningrad in November 2002;

e OOO "Snaig Ukraine". Principal activities: production, tradin consulting,
maintenance services, The company establishedverNioer 2002;

e OOO "Moroz Trade" — trade and marketing servicdge dompany registered in May
2004;

e OOO '"Liga-servis". The company registered in AugB605. Principal activities:
production and marketing of consumer commoditieshnical maintenance and repair
of equipment, consulting services, transport sesjietc.;

e UAB "Almecha". The company registered in Novemb@0& Principal activities:
manufacturing of other not elsewhere specified nmezzij.



Management Structure
Board:

Chairman of the Board — Nerijus Dagilis
Members: Mindaugas SeStokas, Domininkas KaSys, yMast Cesnawtius, Marius
Binkevicius

Management:

Mindaugas Sestokas — Managing Director

Albinas ValaSinas — Alytus Plant Manager

Vytautas Adomaitis — Acting Finance Manager

Rita Petrauskait— Marketing Manager

Kestutis Urbonawviius — Technical Manager
GediminagCeika — Sales Manager

Donaldas Adomaitis — Logistics & Purchase Manager
Giedrius Mikulskas — HR Manager



Shares and Shareholders’ Structure
AB ,Snaigt” shares admitted to the Current List of the St&sichange on 11 July
1995, and to the Official List of the Stock Exchangon 14 April 1998.

2006 2005 2004 2003 2002
Earnings per share, LTL -0,46 0,59 0,66 0,92 0,94
Average annual share market price 12,94 17,02 17,51 11,29 3,48
EBITDA per share, LTL 0,60 1,79 1,53 1,64 1,61
EBITDA multiplier (EBITDA per share / 0,05 0,11 0,09 0,15 0,46
Average annual share market price)
Total dividends, in thous. of LTL — - 1,384 3,074 18,457
Dividends per share, LTL - - 0,06 0,13 0,80
Average net book value (equity) per share -4.,03 4,48 3,91 3,46 3,35
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Key Consolidated Figures of the Company

In thous. of LTL 2006 2005 2004 2003 2002

Turnover from the key operations (refrigerators and 351827 | 368,878 | 293,367 | 269,417 | 247,317
freezers, spare parts and materials)

Total turnover and other operating income 356442 | 372,128 | 297,131 | 272,232 | 249,695
Gross profit 50315 68,836 63,476 | 50,851 | 46,740
Operating profit before financial items and tax -7973 20,502 27,091 | 26,343 | 26,134
Profit before tax -10128 19,208 18,419 | 24,078 | 25,523
Current year profit -10585 15,040 13,927 | 21,502 | 21,587
EBIT, in thous. of LTL -6411 22,138 20,971 | 25,346 | 26,675
EBITDA, in thous. of LTL 13733 41,438 35,304 | 37,834 | 37,175
Investments (capital expenditures), in thous. of LTL 13618 20,399 29,755 | 47,481 | 19,103
Fixed assets 124056 | 113,759 | 112,347 | 100,336 | 66,977
Current assets 133071 | 132,526 | 121,307 | 85,110 | 62,024
Total assets 257127 | 246,284 | 233,654 | 185,446 | 129,001
Share capital 23070 23,070 23,070 | 23,070 | 23,070
Equity 93015 103,298 90,145 | 79,907 | 77,233
Long-term debts 46165 47,918 75,144 | 60,910 | 24,320
Short-term debts 117947 | 89,959 68,365 | 44,629 | 27,448
Net cash flow from ordinary activities 22711 36,117 -5,695 | 34,307 | 25,702
Net cash flow from investing activities -20776 -19,715 -26,464 | -46,123 | -18,903
Net cash flow from financing activities -2316 -16,625 30,927 17,483 -6,717
Total cash flow -381 -223 -1,232 5,667 82
Average number of employees 2231 2,292 2,304 1,904 1,866
Financial figures

2006 m.| 2005 2004 2003 2002

Profit before tax ratio (2,9)% 5.21% 6.28% 8.94% | 10.32%
Return on investments ratio (4,1)% 7.80% 7.86% | 12.98% | 19.79%
Gross margin 14,3% 18.66% 21.64% | 18.87% | 18.90%
EBITDA margin 3,9% 11.23% 12.03% | 14.04% | 15.03%
Current ratio 126,0% | 147.3% 177.4% | 189.8% | 226.0%
Shareholders’ equity to total liabilities ratio 61,8% 72.24% 62.81% | 76.00% | 59.80%
Return on shareholders’ equity ratio (11,4)% | 15.55% 16.38% | 27.37% | 32.40%




Awards
Innovative company

In November 2006 the public institution ,Lithuanidnnovation Centre* and the
Lithuanian Confederation of Industrialists orgadise national contest ,Innovation prize
2006“. The purpose of the contest is to foster éh&repreneurial thinking, technological
development and provide a possibility for entegsmisto assess themselves their
competitiveness and innovativeness. AB ,S&aigas among prize winners in the innovative
enterprise category.

The Company has been consistently devoting corabtee attention to the
implementation of research and technological intioma, modernisation and upgrading the
refrigerator manufacturin processes and introdaatibthe most state-of-the-art technologies,
in addition to the enforcement of environmentahdtads. AB ,Snai§’ is proud of its highly
professional personnel who are not only generatdrénnovative ideas but also ardent
partners of researchers, active participants inrtbst highly reputed exhibitions of household
appliances, regularly visiting plants of other iggrator manufactures to bring the knowledge
and experience acquired elsewhere in own plant. prbducts of the Company have been
successfully competing with the most well-known mifacturers of household appliances in
more than forty States of the world and AB ,Srdigas been recognised one of the most
innovative enterprises in Lithuania.

The Company has been consistently seeking to inepits/ production. For that
purpose AB ,Snaig’ has installed and commissioned the automatedImpeiaessing tools of
the most progressive technologies enabling to naetwfe details and items of intricate
configuration from sheet steel. This enabled then@any to offer to consumers a range of
new high-quality products.

,Lithuanian Product of the Year”

In December 2006, the Lithuanian Confederationnoluktrialists (LCI) arranged the
traditional, for the tenth year in turn, contestthluanian Product of the Year“. AB ,Snaig
has for the sixth time nominated the award fopitsducts. In the machinery, equipment and
Electronics and electro mechanics industry catedbey commercial refrigerator-showcase
CD480 was awarded a Gold medal. This refrigeratomgase is designed for the storage and
display of drinks in trade centres, stores, hateld cafes. With this model designated as the
.Product of the Year” the Company launched the pobidn of commercial refrigerators of an
entirely new quality. The commercial display-cod&d480 has been manufactured from the
environmentally-friendly agent R600a (natural isieme gas) that was until present used
exclusively in household cooling appliances. Thghhaward of the product represents a
perfect proof that the Company is capable of flgxiesponding to the changes in the market
environment and catch up with a modern thinkingbéing it to successfully compete in the
market.

The principal purpose of the contest ,Product oé tWear” is to promote the
Lithuanian business sector, enhance the competésee of the Lithuanian products in the
domestic and foreign markets and properly preskemtto consumers. "The last year's
survey of companies clearly demonstrated and prawvegopularity of the event among the
business society. The growing competitiveness @fhiigh quality Lithuanian products in the
domestic market urge the producers to constantlgrone the technologies employed,
improve the quality and the image of production aadk greater interest in such production
on the part of the consumers. Some products placedhe market and awarded are
successfully marketed even today,” — says RimagWeavicius, the Vice-President of LCI.
The ,Product of the Year 2006" evaluation commissialso included, as guests,
representatives of the diplomatic corps of embagsid¢oreign States in Lithuania.



Highlights of the Year
January 23, 2006
AB ,Snaigg” acquired the 100 percent holding in the Russiaterprise "Liga Service",
engaged in wholesale and retail trade in Russia.

February 3, 2006

A new Kaunas Technology University and AB ,Sriitaboratory was opened and provides
facilities for the cooling system tests and trie¢tsnplying with the international standards.
Each year AB ,Snaig allocated for research and innovation activitiesexcess of LTL
60,000-80,000. Due to the assistance and contoibwdf research community the Company
managed to significantly reduce the costs and gneogmsumption of the refrigerators it
produces.

March 9, 2006

The Ministry of Social Security and Labour and tBepport Foundation European Social
Fund Agency have concluded with nearly 200 Litheancompanies and organisations
agreements concerning support to the developmeptodéssional competence of the labour
force. This will largely improve the possibilitige enhance the employment level among
population, but also the competitiveness of théadanian business in the European Union.
Support to the Professional development of empleoyeas also granted to AB ,Snaig
Until 2008, nearly LTL 2.3 mio. will be invested the employee training undertakings, with
the major share of the resources to be received fine EU structural funds.

April 28, 2006

The general meeting of shareholders of AB ,Sé&arjected a new Board and decided to
abolish the Supervisory Board. Nerijus Dagilis, iman of the Board of the investment
company "Hermis Capital”, Domininkas KaSys, Membgthe Board of "Hermis Capital”,
Mindaugas Se&tokas, General Manager of AB ,Sriand MartynasCesnawvkius, advisor
of the investment fund "Amber Trust" were electéé hew Members of the Board and
Nerijus Dagilis appointed the Chairman of the Board

May, 2006

AB ,Snaigt” manufactured the ten millionth refrigerator. Wheneating this jubilee product
the specialists of AB ,Snaéj sought to improvise and show that in the handgeriuine
professionals a refrigerator from an ordinary hbwose appliance may turn into a real piece of
art. Eventually the world was presented a refritperavith shelves of mother-of-pearl, painted
in royal blue and decorated with gold threads. BEmisiversary product had a built-in state-of-
the art cooling technologies, optimal operatingctions and the bacteria prevention system.
The new product is easy to operate, and remarledsy to maintain. The high quality of the
production of AB ,Snaig’ is ensured by virtue of materials and componexnigplied by
world-known and reliable producers from the Europdaion.

June 2, 2006

In the survey conducted by the British business amiag "Euromoney” among the most
progressive Lithuanian companies AB ,Sridigvas the only manufacturer in the Baltic
States was rated third. The survey was conductethtieyviewing the leading banks and
research institutions in the Central and Eastermofigi The question concerning the a
possible selection of three companies in each cpuntterms of the market share held,



profitability, the growth potential, revenues ahe efficiency of management, was responded
by 61 companies and a market analyst.

September 12, 2006

The authorized capital of the Company was incredsetdTL 756,960 through an issue of
756,960 registered ordinary shares of the Compdhg. acquisition value of an ordinary
registered share of the new issue is LTL 13. Thereshthus issued were acquired by two
natural persons from Lithuania and Russia who itharge transferred 15 percent of shares
of "TechPromIinvest" managing the Kaliningrad redrigtor plant.

September, 2006
AB ,Snaig:” concluded an agreement with the major Ukrainiatwork "Foxtrot".

October 31, 2006

The Board of AB ,Snai§’ decided to incorporate a subsidiary UAB "Almecha’engage in
the activities not attributed to the principal aityi of the Company. The authorised capital of
UAB "Almecha" is LTL 30,000. AB ,Snaig is a sole shareholder of the newly incorporated
company. In this connection the Company is clos8iGA, the equipment construction,
manufacturing and installation unit and UAB "Almetton that basis will take over all the
non-current movable assets and the employees m@egefs launching the production
process.

November 11, 2006

The public institution "Lithuanian Innovation Cegitrand the Lithuanian Confederation of
Industrialists organised a national contest "Intiovaprize 2006". AB ,Snaigf’ was among
prize winners in the innovative enterprise category

December 12, 2006

In the contest "Product of the Year" on an annuasid hosted by the Lithuanian
Confederation of Industrialists the display-coo@D480 produced by AB ,Snaifj was
awarded by a Gold medal.



Activity overview

AB ,Snaig” is the only refrigerator manufacturer not onlylithuania but also in the
entire Baltic region. The Company offers to the ke&m range of high quality refrigerators,
refrigerators-displays, refrigerators-mini-bars,dawine coolers for business offices, and
hotels, also freezers and the spare parts. In 20pdned another plant in Kaliningrad
(Russia). The Company manages four subsidiary coiepan different countries. Over 2,300
employees work in two plants of AB ,Snafg The design production capacity of the
Company is 800,000 refrigerators per year. AB ,8§¢fahas registered two proprietary trade
marks in Lithuania and the international scale.

In 2006, AB ,Snaig” turnover and revenues from other activities acted for LTL
356 mio.which as compared to the figures of the previows yepresents a drop of 4 %.

Tumover and other operating income
In thous. of LTL

400.000+ 37, 356.442
350.000- 297.013
300.000+ 249,695 272.232
250.0001
200.0001" 136.987
150.0001
100.0001
50.0004
o

2000 2001 2002 2003 2004 2005 2006

Year

The Company incurred a consolidated loss of LTL11@io. The negative overall
consolidated result of the Company was to a lasgen¢ determined by difficulties in the
Russian market that originated from the very outé¢ihe operations of the plant — significant
residual stock, repricing at the distributors’ leeurthermore, in the view of a higher risk of
non-recovery of trade debts accrued in the coufse0064-2005 the Company resolved to
form a provision of LTL 9.8 mio. to cover the indeiness concerned.

AB ,Snaige” exports 50 % of its output to the Eastern coasiriand 41% of the total
output are exported to the Western market. NeadBp Df all products are marketed in the
Baltic region (of which half is accounted for byrigerators sold in Lithuania).

Sales structure in 2006

Baltic countries
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The Baltic region

In 2006, the number of refrigerators sold by tlemPany was comparable to that in
the previous year (according to the data of thekataresearch company "GfK Marketing
Services Baltic"). In 2006, Lithuania was the latgenarket for the production of AB
~onaigs” that was reported to hold nearly 20 % of the nearkhe most popular refrigerators
were medium-sized, two-door refrigerators with liner freezer compartment. In Lithuania
products of AB ,Snai§’ compete with the production of the Turkish "Bekdorean
"Samsung”, Swedish "Electrolux", Italian "Ardo" atid/hirpool”. The trend of lowering in
prices of the traditionally expensive brands (Eldoik, Samsung). Buyers of refrigerators
manufactured by AB ,Snaéfj have duly assessed the quality of the produchipaichieved
due to the high quality of materials supplied bijatde suppliers, its long service life and
attractive warranty period.

During last year in the Latvian market the saltun@s of ,Snaig” decreased, in the
view of the overall significant reduction of thdrigerator market (by as much as 17 %). In
this Baltic State our Company is an undeniablededthe market share was reaching nearly
24 %). The Company faces vigorous competition feomumber of well-known players in the
refrigerator market, such as "Samsung", "ElectrgluiBeko”, "Zanussi", "Whirpool",
"Ardo", "Daewoo", "LG" and others. Last year, iretkontext of the Company’s efforts to
improve the performance of the Company in the maA&® ,Snaigt” launched in Latvia
several marketing and sale promotion campaigns.

Similarly, the Estonian market has also decreaseahore than 10 % percent. Lately,
"Samsung" has been playing as a major competit&BofSnaige” in this market. Due to the
active marketing activity and the aggressive pragtuction policy of the Korean competitor,
the figures of sales of "Samsung" to certain exéxteeded the sales of AB ,Snéign the
Estonian market, with the sale of other brandsadryldgging behind the results of the two
latter competitors.

Eastern Europe
As compared with the year 2005, the sales in 200G6& Eastern Europe increased by
6 %.

Export to Eastern European countries in 2006
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Most of the output was marketed in Ukraine and Ruds Ukraine the sale volumes
increased by three percent. The outstandingly daate results in Ukraine, one of the most
important markets for AB ,,Snaé, were to large extent achieved due to the excélgiwell
organised advertising campaigns and promotionsajomtrade centres, loyalty of partners,
prudent assessment of financial risk, masterinthefrelevant legislation. In addition, useful



turned the cooperation agreements concluded wehrelgional network "Technoliuks” and
the major Ukrainian network "Foxtrot" incorporatirag many as 180 stores. Further, the
Company renewed its contracts with "Eldorado” aDdrotechnika”, measures were taken
to improve the current distribution system.

In Ukraine, AB ,Snaig” has been recognised as one of the five most pogrdde
marks — this is, no doubt, a remarkable achievemkimtense efforts and consistent work of
the Company. Furthermore, due to an extremely ectharketing and public relations
campaign in media the awareness of AB ,Séaitpdemark has been increased in the course
of one year by as much five percent. Accordinghgurveys conducted by the Company the
Ukrainian consumer has assessed the refrigeratmtuped by AB ,Snaig’ as a highly
reliable and good quality product.

In an attempt to increase the sale volumes the @aynmakes every effort to enter
the rapidly developing retail trade markets. Thgamaompetitors of the Company in this
country are the South Korean manufacturers "Sanisamd)"LG".

The Russian market has been attracting a numbaiagfr refrigerator manufacturers
that lately have been expanding their logistics elauses, distribution networks and
commissioning new production facilities. Despitaagher smooth entry into the Russian
market competition therein for AB ,Snaigwith the major manufacturers proved quite
challenging. Such major manufactures have much mpadssibilities to employ ranges of
marketing campaigns, price manoeuvres and offeemmtoducts assortments. In addition,
the trade marks of such major manufacturers asctielex”, "LG", "Beko", "Siemens",
"Indesit" and other are by far better known to¢basumer than that of ,Snaig

Nevertheless, due to the continuous efforts andtiery of the marketing campaign
of the Company the sales increased already initbiesix months of 2006, the distribution
system was appropriately adjusted and supplemehjedeveral active marketing and
promotion campaigns. The reorganisation of the Gomis marketing structure and the
significant improvements in its operational stratégve apparently yielded positive results.
The Company allocated significant financial resesrt¢o the formation of the Company’s
trade mark and the enhancement of its awarenegss@veral rather successful marketing
campaigns facilitated a leap in the sales and, thesncrease in the overall turnover.

Western Europe

In comparison with 2005, in 2006 the sales to thesiaéfn markets decreased by 2 %.
Among the largest sale markets in this region v@&emany, France, Poland and Bulgaria. In
many of these countries the exports volumes inecehy a notable extent.

Export to Westermn European countries in 2006
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The sales to one of the major export markets adera- increased by as much as 13 %
where the Company has been marketing refrigeratoeswide range of models and makes.
The Company forecasts that exports to this marketentinue to steadily increase.

Volumes of exports to Portugal, Spain and Swedere lmugmented to a notable
extent. Last year measures were implemented toowepthe distribution system in these
countries, in addition to a number of new tradiagtpers. The RF390 refrigerator model was
introduced to the Swedish market — the tallestlumbw refrigerator marketed in the
Scandinavian countries.

The successful cooperation and joint efforts i distributors ensured a consistent
growth in the sales in Belgium.

Sales in Czech, Hungary, and Bulgaria remainetégtiaible and in these countries the
Company had to a degree exceeded its sales foseExgtorts to Poland have increased by an
unprecedented 62 %, — due to the Company’s decigoenter the largest household
appliance trading network AVANS.

It is worth separately noting the complicated dbods for trading in Serbia where
sales had halved mainly due to the adverse impdyt af 15 %, and in general, the unstable
overall economic situation in the country.



Investment program and the development of new tectuotogies

Over the preceding 6 years the overall investmeintAB ,Snaige” into the
modernisation of production processes reached yndaflL 60 mio. The Company has
introduced a number of new progressive technolodgied enabled it to increase the
production capacities, ensure compliance with tm&renmental requirements, improve the
working conditions, reduce costs and ensure theedolbour consumption and energy
savings. When launching new products the Compasybegn improving the existing and
introducing a number of new technologies.

The year 206 was also the year of a number of giojaf utmost significance for the
Company:

1. continuing the work launched in previous years @ampany completed the
design of new line refrigerators (total 6 model})e newly introduced refrigerator
construction enabled the manufacturer to ensurepliante with the perspective
energy efficiency requirements and design modelstimg the trends of
tomorrow’s fashion;

2. new supplementary accessories designed: collapsi®é/es, turndown shelves
for bottles, plastic bottle holder and compartnfentifteen eggs.

AB ,Snaigg” assimilated a number of new technologies thabkththe Company to
expand the assortment of production, support ttlent@ogical progress, improve the product
guality and working conditions, and ensure com@éawith the environmental requirements.
During last year the Company was consistently imioig the technologies employed thus
making every effort to improve the quality of iteoduce and reduce production costs. Major
projects launched and implemented in 2006:

e upgrading of the casting unit and the introductidrthe new casting machinery. This
enabled the reduction in the spare parts productiosts, energy savings, more
efficient utilisation of production space. Castiofj coloured components does not
require any additional preparations, in additiorth® ensured rhythmical operation of
the production cycle;

e streamlined nitrogen supply using the nitrogen g&iee. The production costs
reduced due lower costs of the nitrogen;

e modification of the regeneration system for thaumeltesting of tightness of steamers
and refrigerators. This allowed to significantlgouee the helium consumption rate;

e side panel production line designed for the praduodf side panels from regular and
stainless steel. The value of the project — EURB in®.;

e upgrading of the connector manufacture line. Thenector manufacture line is used
for the production of the lower front angles anidsricom crude steel;

e Aluminium pipe cutting line. Cutting of the alumum pipe precisely according to the
desired measurements allows considerable savinggatarials and labour costs and
increases the productivity.



Personnnel
At the end of 2006 in AB ,Snadfj 2318 employees were working: 624 of them were

employed in Kaliningrad plant OOO , Techprominvestg — in OOO ,Liga-servis” and 6 —

000 ,Snaige — Ukraine”.

o

2006 2005 2004
Average Average Average
amount, amount, amount,

Employees| persons | Structure persons Structure persons Structure
Managers 11 0.5 % 11 0.5 % 11 0.5 %
Specialists 454 20.3 % 461 20.1 % 449 19.59
Workers 1766 79.2 % 1820 79.4 9 1844 80.0 9
Total: 2231 100.0 % 2292 100.0 % 2304 100.0 %

Last year AB ,Snai§’ established its office in Vilnius creating a nuentof jobs for
marketing, trade, finance, human resources angédtialists.

In 2006, AB ,Snaig” was granted a significant EU support for the pobjof the
development of general capacities of its employbesil the year 2008, the Company plans
to invest into the professional development of etaployees nearly LTL 2.3 mio. The
itinerary of the project in 2006-2008 includes amter of training sessions in project,
communicatioonogtdc basics of corporate
management, sales and procurement organisatiomtivityy negotiation skills, foreign
languages and computer literacy. The overall prognader the project will include over 115
training events and courses that will involve ab200 managers of all areas and levels,
managers and most promising specialists. The miofesl qualification and knowledge of
employees today is a fundamental advantage in ciomgpe European and global markets
that are so saturated in various goods and senvicissfor this reason that AB ,Snaighas
been consistently devoting special attention terntployees.

personnel

and general

management,



Contact Information
»Snaigée” PLC
Pramons str. 6
LT — 62175 Alytus, Lithuania
Phone (8- 315) 56 206
Fax (8~ 315) 56 207
E-mail snaige@snaige.lt
Internet web-paghttp://www.snaige.lt

Vilnius office

Kareiviy str. 6

LT — 09117 Vilnius, Lithuania
Phone (8- 5) 236 19 70

Fax (8~ 5) 235 71 69

Mindaugas Sestokas
Managing Director

Phone (8- 315) 56 200

Phone (8-5) 2357171
mindaugas.sestokas@shnaige.lt

Albinas ValaSinas

Alytus Plant Manager
Phone (8- 315) 56 201
albinas.valasinas@shnaige.lt

Giedrius Mikulskas

HR Manager

Phone (8- 315) 56 254
Phone (8- 5) 211 35 85
giedrius.mikulskas@snaige.lt

Rita Petrauskait

Marketing Manager

Phone (8- 315) 56 219
Phone (8 5) 235 71 62
ruta.petrauskaite @snaige.lt

Gediminageika

Sales Manager

Phone (8 315) 56 203
Phone (8- 5) 23571 72
gediminas.ceika@snaige.lt

Kestutis Urbonawuiius

Technical Manager
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Disclosure form concerning the compliance with the Governance Code for the
companies listed on the regulated market

The public companySnaige®, following Article 21 paragraph 3 of the Law on 8sties of the Republic of Lithuania
and item 20.5 of the Trading Rules of the Vilniusck Exchange, discloses its compliance with theeBmance Code,
approved by the VSE for the companies listed orrdigelated market, and its specific provisionsthi& event of non-
compliance with the Code or with certain provisidhereof, it must be specified which provisions ao¢ complied

with and the reasons of non-compliance.

PRINCIPLES/ RECOMMENDATIONS

YES/NO
INOT
APPLICABLE

COMMENTARY

Principle I: Basic Provisions

shareholder value.

The overriding objective of a company should be toperate in common interests of all the shareholderby optimizing over time

1.1. A company should adopt and make public

company’s development strategy and objectives bgrh
declaring how the company intends to meet the ésterof
its shareholders and optimize shareholder value.

tH¢O

The operational strategy of the Company has bebn to a
partial extent reflected in the annual report ahd annual
statement, as well as selected press releasegptrations
strategy is not published in the internet websife the

Company since the website has not been designedhéor

publication of this kind of information.

1.2. All management bodies of a company shouldimd
furtherance of the declared strategic objectivesi@w of
the need to optimize shareholder value.

tYES

The operational strategy of the Company is damed and
approved by the Board of the Company; the strategyets
the need to ensure profitable performance with Bimate
view to increase the shareholders’ equity.

The compliance with the provisions of the Company

operational strategy is supervised by the Manadethe
Company.

should act in close co-operation in order to attaaximum
benefit for the company and its shareholders.

1.3. A company’s supervisory and management bodi©

The Company has not formed the Supervisory Baardhe
shareholders have refused to form such.

should ensure that the rights and interests ofopersther
than the company’s shareholders (e.g. employeeditors,
suppliers, clients, local community), participatirig or
connected with the company’s operation, are dudpeeted.

1.4. A company’s supervisory and management bod¥éES

The Board of the Company monitors and assesseg
performance of the Company’s Manager by analysirg
financial statement submitted by the Company’s Managjso
the organisation of the activities, data on thenglea in equity,
and has an authority to point out to the Manages
inappropriate execution of the above provisions.

Principle II: The corporate governance framewor

shareholders’ interests.

k

The corporate governance framework should ensure thstrategic guidance of the company, the effectiveversight of the company’s
management bodies, an appropriate balance and disbution of functions between the company’s bodiesprotection of the

S

th
th



2.1. Besides obligatory bodies provided for in thewlLon
Companies of the Republic of Lithuania — a geng
shareholders’ meeting and the chief executive effiit is
recommended that a company should set up bothegidl
supervisory body and a collegial management bode
setting up of collegial bodies for supervision a
management facilitates clear separation of managearsl
supervisory functions in the company, accountabidind
control on the part of the chief executive officedich, in
its turn, facilitate a more efficient and transpur
management process.

NO
cral

W

Upon the decision of the shareholders since 2696 the

Supervisory Board is not formed.

2.2. A collegial management body is responsible tfer
strategic management of the company and perforimsr
key functions of corporate governance. A collegd
supervisory body is responsible for the effectivpesvision
of the company’s management bodies.

YES

©
=3

ial

The Board of the Company is responsible for tmmétion of
the Company's operational strategy, organisation tloé
enforcement thereof, the representation and thtegtion of
the shareholders' interest.

2.3. Where a company chooses to form only one giallg
body, it is recommended that it should be a superyi
body, i.e. the supervisory board. In such a cake,
supervisory board is responsible for the effecthanitoring
of the functions performed by the company’s ch
executive officer.

NO

—

ief

Only the Board is formed in the Company (upon
shareholders’ decision of May 2006).

the

2.4. The collegial supervisory body to be electgdtle
general shareholders’ meeting should be set upshaodid
act in the manner defined in Principles Il and Where a
company should decide not to set up a collegiaésugory
body but rather a collegial management body, e .board,
Principles Il and IV should apply to the boardlesg as
that does not contradict the essence and purpogti
body?

YES

These principles apply to the Board to the extieey do not

contradict the essence and the purpose of the Board

2.5. Company’s management and supervisory bodiadshoYES

comprise such number of board (executive directars)
supervisory (non-executive directors) board memiliees
no individual or small group of individuals can doite
decision-making on the part of these bodies.

There are five Members of the Board and in thieion of the
shareholders this is sufficient.

! Provisions of Principles Il and IV are more applite to those instances when the general sharekoideeting elects the
supervisory board, i.e. a body that is essentfallgned to ensure oversight of the company’s boaudithe chief executive
officer and to represent the company’s sharehaldtwsever, in case the company does not form tpersisory board but
rather the board, most of the recommendationsigendrinciples Il and IV become important angbgable to the board
as well. Furthermore, it should be noted that aertacommendations, which are in their essenceratdre applicable
exclusively to the supervisory board, should notapelied to the board, as the competence and ansf these bodies
according to the Law on Companies of the Republitithfuania Qfficial Gazette 2003, No 123-5574) are different. For
instance, item 3.1 of the Code concerning oversifthe management bodies applies to the extemniterns the oversight
of the chief executive officer of the company, hot of the board itself; item 4.1 of the Code cong®sg recommendations
to the management bodies applies to the exterglates to the provision of recommendations to thmpany’s chief
executive officer; item 4.4 of the Code concernindeipendence of the collegial body elected by threeigé meeting from
the company’s management bodies is applied toxtemeit concerns independence from the chief exezofficer.

2 Definitions‘executive directorand‘non-executive directorare used in cases when a company has only ongjiebbody.



2.6. Non-executive directors or members of the siigery

board should be appointed for specified terms sukije
individual re-election, at maximum intervals prositifor in
the Lithuanian legislation with a view to ensurimgcessary
development of professional experience and suffilyie
frequent reconfirmation of their status. A possipilto

remove them should also be stipulated however

procedure should not be easier than the removakegdoe
for an executive director or a member of the manmage
board.

NO

this

The Supervisory Board is not elected.

2.7. Chairman of the collegial body elected by teeagal
shareholders’ meeting may be a person whose cuare
past office constitutes no obstacle to conduct pedéeent
and impartial supervision. Where a company shoelcid#®
not to set up a supervisory board but rather therdat is
recommended that the chairman of the board andf
executive officer of the company should be a défern
person. Former company’s chief executive officeousth
not be immediately nominated as the chairman of
collegial body elected by the general shareholdaesting.

YES

hie

the

When a company chooses to departure from these

recommendations, it should furnish information dre
measures it has taken to ensure impartiality of
supervision.

[
the

The Chairman of the Company is not and has neh lbiee
manager of the Company.

Principle Ill: The order of the formation of a coll egial body to be elected by a general shareholdensieeting

The order of the formation a collegial body to be ected by a general shareholders’ meeting should ame representation of
minority shareholders, accountability of this bodyto the shareholders and objective monitoring of theeompany’s operation and its

management bodies.

3.1. The mechanism of the formation of a collegiadly to
be elected by a general shareholders’ meetingi(tadter in
this Principle referred to as the ‘collegial bodyghould
ensure objective and fair monitoring of the compar
management bodies as well as representation ofrityin
shareholders.

YES

o<

The collegial management body — the Board istedkin the
general meeting of shareholders in which the catdglto the|

Members of the Board introduce themselves to
shareholders, provide information of the posititmsy hold in
other companies and their professional qualificetioAll

present in the meeting are provided a possibibityptopose

other candidates to the Members of the Board.

% Attention should be drawn to the fact that in #imation where the collegial body elected by tleaagal shareholders’
meeting is the board, it is natural that being aagament body it should ensure oversight not ofmathagement bodies of
the company, but only of the single-person bodynahagement, i.e. the company’s chief executivee(ffiThis note shall

apply in respect of item 3.1 as well.

the



3.2. Names and surnames of the candidates to becdwaz The Rules of Procedure of the Company does netdedor
members of a collegial body, information about tthei this position.

education, qualification, professional backgroupadsitions
taken and potential conflicts of interest shoulddizelosed
early enough before the general shareholders’ nupetd
that the shareholders would have sufficient timenttkke an
informed voting decision. All factors affecting the
candidate’s independence, the sample list of wisiclet out
in Recommendation 3.7, should be also disclosed. |The
collegial body should also be informed on any sgbsat
changes in the provided information. The colledialdy
should, on yearly basis, collect data providechia item on
its members and disclose this in the company’s anpu

report.

3.3. Should a person be nominated for members OfN® The annual report does not indicate the competaficthe
collegial body, such nomination should be followmdthe Members of the Board directly related to their wamkthe
disclosure of information on candidate’s particular collegial management body.

competences relevant to his/her service on theegiall
body. In order shareholders and investors are &bl
ascertain whether member’s competence is furthevast,
the collegial body should, in its annual reportcttise the|
information on its composition and particular congmees
of individual members which are relevant to theirgce on
the collegial body.

3%

3.4. In order to maintain a proper balance in teohshe | YES The Members of the Board have sufficient experience,
current qualifications possessed by its memberg | th qualification and knowledge. For the purpose ofidieg to
collegial body should determine its desired compmsi elect them Members of the Board the general meeting
with regard to the company’s structure and ac#sitiand shareholders do assess the professional qualificaif the
have this periodically evaluated. The collegial ypathould candidates.

ensure that it is composed of members who, as dewho
have the required diversity of knowledge, judgmantd
experience to complete their tasks properly. Theb@s of
the audit committee, collectively, should have a@ers
knowledge and relevant experience in the fieldénzince,
accounting and/or audit for the stock exchangeedis

—

companies.

3.5. All new members of the collegial body should [bNO No individual training programmes have been greg based
offered a tailored program focused on introducimgeanber on the assumption that the newly elected Membershef]
with his/her duties, corporate organization andvdids. Board have sufficient knowledge and experience.

The collegial body should conduct an annual review
identify fields where its members need to updagir tkills
and knowledge.




3.6. In order to ensure that all material conflicfsnterest
related with a member of the collegial body areohesd
properly, the collegial body should comprise a isight’
number of independe5r1members.

NO

Until now the independence of the Members ofBbard has

not been assessed, and the contents of the cormfept

"adequacy" of the independent Members of the Bbasinot
been discussed.

The Company has not taken any decision concernieg
implementation of these provisions in the future.

4 The Code does not provide for a concrete numbéndsfpendent members to comprise a collegial bodsnyeodes in
foreign countries fix a concrete number of indemaridnembers (e.g. at least 1/3 or 1/2 of the mesnbkthe collegial
body) to comprise the collegial body. However, hgviegard to the novelty of the institution of ipdadent members in
Lithuania and potential problems in finding andcéleg a concrete number of independent member<Ctitke provides for a
more flexible wording and allows the companies tbelves to decide what number of independent menibstsficient. Of
course, a larger number of independent memberscill@gial body is encouraged and will constituteexample of more

suitable corporate governance.

® It is notable that in some companies all membétkecollegial body may, due to a very small numifeminority
shareholders, be elected by the votes of the niaghiareholder or a few major shareholders. But everember of the
collegial body elected by the majority shareholdeey be considered independent if he/she meetadipendence criteria

set out in the Code.

th



3.7. A member of the collegial body should be cdesd to
be independent only if he is free of any busin&sjly or

other relationship with the company, its contrali
shareholder or the management of either, that eseat
conflict of interest such as to impair his judgmesince all

=)

cases when member of the collegial body is likeby| t
become dependant are impossible to list, moregver,
relationships and circumstances associated with | the
determination of independence may vary amongst

companies and the best practices of solving ttablpm are
yet to evolve in the course of time, assessment
independence of a member of the collegial body Ishba
based on the contents of the relationship and rristances
rather than their form. The key criteria for iddyitig
whether a member of the collegial body can be clemed
to be independent are the following:

1) He/she is not an executive director or member ef|th
board (if a collegial body elected by the general

shareholders’ meeting is the supervisory board

the company or any associated company and| has

not been such during the last five years;

2) He/she is not an employee of the company or spme
any company and has not been such during|the

last three years, except for cases when a me:l?
of the collegial body does not belong to the seni

management and was elected to the collegial Qody

as a representative of the employees;

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

compensations);

4) He/she is not a controlling shareholder |or

representative of such shareholder (control

defined in the Council Directive 83/349/EHC

Article 1 Part 1);

5) He/she does not have and did not have any material
business relations with the company or associated

company within the past year directly or ag

partner, shareholder, director or superior

employee of the subject having such relationsh

A subject is considered to have business relatjons
when it is a major supplier or service provider
(inclusive of financial, legal, counseling and

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

Until now the independence of the Members of tharBdas

not been assessed, and the contents of the cormafept

"adequacy" of the independent Members of the Bbasinot
been discussed.

The Company has not taken any decision concernieg
implementation of these provisions in the future.

th



consulting services), major client or organizat

jon

receiving significant payments from the company

or its group;

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

years, partner or employee of the current

or

former external audit company of the company or

associated company;

7) He/she is not an executive director or member ef|th

board in some other company where execu
director of the company or member of the bo
(if a collegial body elected by the gene

tive
ard
al

shareholders’ meeting is the supervisory board) is

non-executive director or member of t
supervisory board, he/she may not also have
other material relationships with executi

he
any
ve

directors of the company that arise from their

participation in activities of other companies
bodies;

or

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

the collegial body for over than 12 years;

9) He/she is not a close relative to an executivectire)

or member of the board (if a collegial bo

y

elected by the general shareholders’ meeting ig the

supervisory board) or to any person listed
above items 1 to 8. Close relative is considere
be a spouse (common-law spouse), children
parents.

3.8. The determination of what constitutes indepecé is
fundamentally an issue for the collegial body ftstd
determine. The collegial body may decide that, ilesp
particular member meets all the criteria of indefmte

n
d to
and

laid down in this Code, he cannot be considered

independent due to special personal or companyeck
circumstances.

[




NO

The board has not defined the concept of indepereden

3.9. Necessary information on conclusions the galle
body has come to in its determination of whethe
particular member of the body should be consid¢oete
independent should be disclosed. When a person
nominated to become a member of the collegial by,
company should disclose whether it considers thsopeto
be independent. When a particular member of thiegial
body does not meet one or more criteria of indepeoe sef]
out in this Code, the company should disclose @soas for
nevertheless considering the member to be indepénite
addition, the company should annually disclose tvh
members of the collegial body it considers to
independent.

NO

ic
be

No such practice exists.




3.10. When one or more criteria of independencesetn
this Code has not been met throughout the year,
company should disclose its reasons for considedn
particular member of the collegial body to be inglegent.
To ensure accuracy of the information disclosedelation
with the independence of the members of the calldgidy,
the company should require independent membersite
their independence periodically re-confirmed.

=y

NO
the

No such practice or requirements existed.

3.11. In order to remunerate members of a colldmidy for
their work and participation in the meetings of timdlegial
body, they may be remunerated from the companyids®i

The general shareholders’ meeting should approwe
amount of such remuneration.

NOT
APPLICABLE

th

Principle IV: The duties and liabilities of a collggial body elected by the general shareholders’ meeg

The corporate governance framework should ensure pper and effective functioning of the collegial bodyelected by the general
shareholders’ meeting, and the powers granted to ¢ collegial body should ensure effective monitorifgof the company’s
management bodies and protection of interests ofldhe company’s shareholders.

4.1. The collegial body elected by the generaledhaiders’
meeting (hereinafter in this Principle referred de the
‘collegial body’) should ensure integrity and trpasency of
the company’s financial statements and the costystem.
The collegial body should issue recommendationghto
company’s management bodies and monitor and cotfieq
company’s management performafice.

YES

These functions are performed by the Board electedhé
general meeting of shareholders. The Board shathiub the
general meeting of shareholders the annual reporthe
activities of the Company, evaluate the resultshefliusiness
activities of the Company and assess the performahtie
Manager of the Company.

®It is notable that currently it is not yet complgtelear, in what form members of the supervisavgial or the board may be
remunerated for their work in these bodies. The bawCompanies of the Republic of Lithuan@fficial Gazette 2003, No
123-5574) provides that members of the supervibogrd or the board may be remunerated for theikothe supervisory
board or the board by payment of annual bonusesi€tas) in the manner prescribed by Article 59hié$ Law, i.e. from the
company'’s profit. The current wording, contraryth® wording effective before 1 January 2004, elatés the exclusive
requirement that annual bonuses (tantiems) shoelthéonly form of the company’s compensation to members ef th
supervisory board or the board. So it seems tleat#w contains no prohibition to remunerate membétbe supervisory
board or the board for their work in other formasidles bonuses, although this possibility is nptessly stated either.

” See Footnote 3.

8 See Footnote 3. In the event the collegial boegtet by the general shareholders’ meeting is tlaedp it should provide
recommendations to the company’s single-person bbdyanagement, i.e. the company’s chief execuiffieer.



4.2. Members of the collegial body should act indjfaith,
with care and responsibility for the benefit and the
interests of the company and its shareholders wWilb
regard to the interests of employees and publicfanel
Independent members of the collegial body sholldider
all circumstances maintain independence of theayasis,
decision-making and actions (b) do not seek andpcany
unjustified privileges that might compromise the
independence, and (c) clearly express their oljest
should a member consider that decision of the gialle
body is against the interests of the company. Shau
collegial body have passed decisions independentbae
has serious doubts about, the member should maeiatk
conclusions. Should an independent member resign fis
office, he should explain the reasons in a lettielr@ssed tg
the collegial body or audit committee and, if neeceg,
respective company-not-pertaining body (institution

In performing their duties the Members of the Boane

guided by the interests of the Company and there et

been any cases allowing an assumption to the egntra

4.3. Each member should devote sufficient time aES

attention to perform his duties as a member ofcthiegial
body. Each member of the collegial body shouldtliother

professional obligations of his (in particular any

directorships held in other companies) in such amag
they do not interfere with proper performance dieiiof a
member of the collegial body. In the event a mendfehe
collegial body should be present in less than & fudlthe
meetings of the collegial body throughout the fitiahyear
of the company, shareholders of the company shbeld
notified.

Members of the Board act in accordance with the Role

Procedure of the Board and allocate sufficient tifme the
performance of their duties.

4.4. Where decisions of a collegial body may have YES

different effect on the company’s shareholders cibitegial
body should treat all shareholders impartially &aidy. It
should ensure that shareholders are properly irddrion
the company’s affairs, strategies, risk managernemd
resolution of conflicts of interest. The companygl have
a clearly established role of members of the caleigody
when communicating with and committing to sharebodd

There haven't been any cases of the conflict oérests

between the shareholders and the Board. NeitheAttiees
of Association nor the Rules of Procedure of therBad the
Company have defined a specific procedure
communication with the shareholders.

The Company has put in place the procedure of theigion

of information to the shareholders in accordand wie Law

on Companies, and this has been provided in thel@stiof
Association of the Company.

° It is notable that companies can make this remerg more stringent and provide that shareholdeosld be informed
about failure to participate at the meetings ofdbkegial body if, for instance, a member of tlilegial body participated at
less than 2/3 or 3/4 of the meetings. Such measwidsh ensure active participation in the meetiofjthe collegial body,
are encouraged and will constitute an example aErsoitable corporate governance.

for



45. 1t is recommended that transactions (exq
insignificant ones due to their low value or comigd when
carrying out routine operations in the company undwial
conditions), concluded between the company and

eNO

its

shareholders, members of the supervisory or magagin

bodies or other natural or legal persons that exemay

exert influence on the company’s management shbald

subject to approval of the collegial body. The dieri
concerning approval of such transactions shoulddmmed
adopted only provided the majority of the independ
members of the collegial body voted for such asieni

4]

This provision is intended to be included into tieav version
of the Articles of Association that will be subreitt to the
general meeting of shareholders.

4.6. The collegial body should be independent issjay
decisions that are significant for the company’'sragions
and strategy. Taken separately, the collegial =bahuld be

independent of the company’s management bUties

Members of the collegial body should act and pass$sitbns
without an outside influence from the persons wiaweh
elected it. Companies should ensure that the calldgidy
and its committees are provided with sufficig
administrative and financial resources to dischatiger
duties, including the right to obtain, in partiaulfrom
employees of the company, all the necessary infliomar
to seek independent legal, accounting or any @tieice on
issues pertaining to the competence of the colldgpay
and its committees.

YES

Since the collegial management body — the Boaeteisted by
the general meeting of shareholders, in its detisimking
function the Board is independent from the manadethe
Company.

1%1n the event the collegial body elected by theegehshareholders’ meeting is the board, the recemation concerning
its independence from the company’s managementebagipplies to the extent it relates to the indepecel from the

company'’s chief executive officer.




4.7. Activities of the collegial body should be anjzed in a
manner that independent members of the collegialy
could have major influence in relevant areas withiances
of occurrence of conflicts of interest are verytiguch
areas to be considered as highly relevant are dssii€
nomination of company’s directors, determination
directors’ remuneration and control and assessnuén
company'’s audit. Therefore when the mentioned ssue
attributable to the competence of the collegialyhad is

recommended that the collegial body should establi

nomination, remuneration, and audit committe
Companies should ensure that the functions attfiteiten
the nomination, remuneration, and audit committaes
carried out. However they may decide to merge th
functions and set up less than three committeesudh case
a company should explain in detail reasons behhwel
selection of alternative approach and how the tede
approach complies with the objectives set forthtlfier three
different committees. Should the collegial body tbe
company comprise small number of members, the iomet
assigned to the three committees may be perforrypeitieb
collegial body itself, provided that it meets corapion
requirements advocated for the committees and

adequate information is provided in this respent.stch
case provisions of this Code relating to the conaegtof
the collegial body (in particular with respect teeir role,
operation, and transparency) should apply, whelevaet,
to the collegial body as a whole.

that

The committees of the appointment of the directfrghe
Company, the remuneration and audit committees mmie
been formed given a very small number of the Mesbéthe
Board, and absence of such practice and requirenrertke
past. The functions specified in this item are @enied by the
Board within the limits of its competence.

In the event the shareholders pass a decisionctedse the
number of Members of the Board by new independ
members, the Company will be able to set up thencitiees
in question.

4.8. The key objective of the committees is to éase
efficiency of the activities of the collegial boly ensuring
that decisions are based on due consideration tamelp
organize its work with a view to ensuring that texisions
it takes are free of material conflicts of interéSdmmittees
should present the collegial body with recomme et
concerning the decisions of the collegial body. &ttheless
the final decision shall be adopted by the collegiady.

The recommendation on creation of committees is
intended, in principle, to constrict the competendéethe
collegial body or to remove the matters considdrech the
purview of the collegial body itself, which remaifislly

responsible for the decisions taken in its field

competence.

NO

not

of

These provisions are not followed as the committea& not
been set up.

4.9. Committees established by the collegial boaykh
normally be composed of at least three members. In
companies with small number of members of the galle
body, they could exceptionally be composed of two
members. Majority of the members of each committee
should be constituted from independent memberseof t
collegial body. In cases when the company choose®n
set up a supervisory board, remuneration and audit
committees should be entirely comprised of non-gttee
directors. Chairmanship and membership of the cotaest
should be decided with due regard to the needgorerthat
committee membership is refreshed and that undizace
is not placed on particular individuals.

NO

The committees have not been set up and the isktieeq
formation of the committees has not been discussed.

ent



4.10. Authority of each of the committees should
determined by the collegial body. Committees shdg
perform their duties in line with authority delegdtto them
and inform the collegial body on their activitiesda|
performance on regular basis. Authority of evergnoottee
stipulating the role and rights and duties of teenmittee
should be made public at least once a year (asopahe

information disclosed by the company annually os |i

corporate governance structures and practices). Goiep
should also make public annually a statement bgtiexgj
committees on their composition, number of meetiagd
attendance over the year, and their main activithasdit
committee should confirm that it is satisfied withe
independence of the audit process and describéybtie
actions it has taken to reach this conclusion.

keO
uld

The Committees have not been set up.

4.11. In order to ensure independence and impéytafithe
committees, members of the collegial body thanate
members of the committee should commonly havehd tag
participate in the meetings of the committee ofigvited
by the committee. A committee may invite or demand
participation in the meeting of particular officensexperts.
Chairman of each of the committees should have a
possibility to maintain direct communication witket
shareholders. Events when such are to be perfostraadd
be specified in the regulations for committee atits.

NO

The Committees have not been set up.




4.12. Nomination Committee.
4.12.1. Key functions of the nomination committé®wdd
be the following:

« Identify and recommend, for the approval of tiodlegial

body, candidates to fill board vacancies. The naimm

committee should evaluate the balance of skillewkadge
and experience on the management body, prepa
description of the roles and capabilities requiedssume 4
particular office, and assess the time commitmepeeted.
Nomination committee can also consider candidates
members of the collegial body delegated by theediwders
of the company;

« Assess on regular basis the structure, size, ositign

NO

and performance of the supervisory and managemmnt

bodies, and make recommendations to the collegidly
regarding the means of achieving necessary changes;

e Assess on regular basis the skills, knowledge

experience of individual directors and report ois tio the
collegial body;

 Properly consider issues related to successemmpig;

* Review the policy of the management bodies foect&n
and appointment of senior management.

4.12.2. Nomination committee should consider prafmby
other parties, including management and sharehsl
When dealing with issues related to executive thmscor
members of the board (if a collegial body electgdtie
general shareholders’ meeting is the supervisoardjcand
senior management, chief executive officer of thmgany
should be consulted by, and entitled to submit psafs to
the nomination committee.

and

der

e a

Not formed (explanation in item 4.7.).

4.13. Remuneration Committee.

4.13.1. Key functions of the remuneration commitheuld
be the following:

« Make proposals, for the approval of the collegiatly, on
the remuneration policy for members of managemedids
and executive directors. Such policy should addralég
forms of compensation, including the fixed remutiera

NO

performance-based remuneration schemes, pension

arrangements, and termination payments. Propd
considering performance-based remuneration schg
should be accompanied with recommendations on
related objectives and evaluation criteria, withviaw to
properly aligning the pay of executive director aneémbers
of the management bodies with the long-term intere$
the shareholders and the objectives set by thegiallbody;
« Make proposals to the collegial body on the irdiial
remuneration for executive directors and member
management bodies in order their remunerations
consistent with company’s remuneration policy aihe
evaluation of the performance of these personseroed.
In doing so, the committee should be properly imfed on
the total compensation obtained by executive dirscand
members of the management bodies from the affilig
companies;

* Make proposals to the collegial body on suitéblkens of
contracts for executive directors and members o
management bodies;

« Assist the collegial body in overseeing how tleenpany
complies with applicable provisions regarding
remuneration-related information disclosure (in ticatar
the remuneration policy applied and individd

sals
mes
the

of
are

—

ate

remuneration of directors);

Not formed (explanation in item 4.7.).




« Make general recommendations to the executivecttirs
and members of the management bodies on the lexe
structure of remuneration for senior managemend¢éised
by the collegial body) with regard to the respeef
information provided by the executive directors 4
members of the management bodies.

4.13.2. With respect to stock options and otheresbased
incentives which may be granted to directors orep
employees, the committee should:

« Consider general policy regarding the grantingtloé
above mentioned schemes, in particular stock optiand
make any related proposals to the collegial body;

¢ Examine the related information that is given the
company’s annual report and documents intendedhe
use during the shareholders meeting;

« Make proposals to the collegial body regarding ¢hoice
between granting options to subscribe shares antigta
options to purchase shares, specifying the reafmmgs
choice as well as the consequences that this chake
4.13.3. Upon resolution of the issues attributataethe
competence of the remuneration committee, the cabeen
should at least address the chairman of the calldgidy
and/or chief executive officer of the company fheit
opinion on the remuneration of other executive aoes or
members of the management bodies.

4.14. Audit Committee.

4.14.1. Key functions of the audit committee shooédthe
following:

» Observe the integrity of the financial informatiprovided
by the company, in particular by reviewing the velece
and consistency of the accounting methods usedhby
company and its group (including the criteria fdre
consolidation of the accounts of companies in tioeig);

« At least once a year review the systems of irstiecontrol
and risk management to ensure that the key riskdu@ive
of the risks in relation with compliance with exigf laws
and regulations) are properly identified, managed
reflected in the information provided;

« Ensure the efficiency of the internal audit fuort among
other things, by making recommendations on thectelg
appointment, reappointment and removal of the lodate
internal audit department and on the budget of
department, and by monitoring the responsivenesthef
management to its findings and recommendationsul8h
there be no internal audit authority in the compahg need
for one should be reviewed at least annually;

* Make recommendations to the collegial body relatéth

selection, appointment, reappointment and remo¥ahe
external auditor (to be done by the general shédehs
meeting) and with the terms and conditions of

engagement. The committee should investigate Bins
that lead to a resignation of the audit companyuditor
and make recommendations on required actions i

situations;

* Monitor independence and impartiality of the eméd
auditor, in particular by reviewing the audit compa

compliance with applicable guidance relating to rthation
of audit partners, the level of fees paid by thepany, and
similar issues. In order to prevent occurrence atemal
conflicts of interest, the committee, based on ahditor’s
disclosed inter alia data on all remunerations paidthe
company to the auditor and network, should at iafles
monitor nature and extent of the non-audit servittsr/ing

NO

the

o

his

sSUC

regard to the principals and guidelines establishatie 16

Not formed (explanation in item 4.7.).




May 2002 Commission Recommendation 2002/590/EC,
committee should determine and apply a formal o
establishing types of non-audit services that az@
excluded, (b) permissible only after review by f{
committee, and (c) permissible without referral ttee
committee;

* Review efficiency of the external audit processd In
d

responsiveness of management to recommendationss im
the external auditor's management letter.

4.14.2. All members of the committee should be ifired
with complete information on particulars of accdngt
financial and other operations of the company. Camisa|
management should inform the audit committee of
methods used to account for significant and unu
transactions where the accounting treatment magpbe to
different approaches. In such case a special ceradidn
should be given to company’s operations in offshumeters
and/or activities carried out through special psgueehicles
(organizations) and justification of such operagion

4.14.3. The audit committee should decide whe
participation of the chairman of the collegial bpdaief
executive officer of the company, chief financiffiaer (or
superior employees in charge of finances, treasmg
accounting), or internal and external auditors ime
meetings of the committee is required (if requirathen).
The committee should be entitled, when needed, ¢et
with any relevant person without executive direstand
members of the management bodies present.

4.14.4. Internal and external auditors should foeirssl with
not only effective working relationship with managent,
but also with free access to the collegial bodyr fs
purpose the audit committee should act as the ipah
contact person for the internal and external auslito

4.14.5. The audit committee should be informed loé
internal auditor's work program, and should be isned
with internal audit's reports or periodic summaridhe
audit committee should also be informed of the w
program of the external auditor and should be &lmed
with report disclosing all relationships betweene
independent auditor and the company and its grdie.
committee should be timely furnished information alh
issues arising from the audit.

4.14.6. The audit committee should examine whether
company is following applicable provisions regaglithe
possibility for employees to report alleged sigrafit
irregularities in the company, by way of complairds
through anonymous submissions (normally to
independent member of the collegial body), and kh
ensure that there is a procedure established époptionate
and independent investigation of these issues amd
appropriate follow-up action.

4.14.7. The audit committee should report on its/gies to
the collegial body at least once in every six mentt the
time the yearly and half-yearly statements are amu.
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4.15. Every year the collegial body should condti& | NO The Board does not perform the assessment of ibgitast
assessment of its activities. The assessment slimelltie and does not make any announcements in this nelatio
evaluation of collegial body’s structure, work omgaation
and ability to act as a group, evaluation of eathhe
collegial body member’s and committee’s competesioe
work efficiency and assessment whether the colldmidy
has achieved its objectives. The collegial bodyufhoat
least once a year, make public (as part of therimdition the
company annually discloses on its management stes
and practices) respective information on its irdérn
organization and working procedures, and specifyaty
material changes were made as a result of thesmssas of
the collegial body of its own activities.

>

Principle V: The working procedure of the company’scollegial bodies

The working procedure of supervisory and managemertodies established in the company should ensure iefént operation of these
bodies and decision-making and encourage active operation between the company’s bodies.

5.1. The company’s supervisory and management ®Qd¥ES In accordance with the Law on Companies the right
(hereinafter in this Principle the concept ‘collEgbodies’ convening the meeting is conferred to each Memliethe
covers both the collegial bodies of supervision dhe Board.

collegial bodies of management) should be chairgd| b
chairpersons of these bodies. The chairpersoncoflagial
body is responsible for proper convocation of théegial
body meetings. The chairperson should ensure
information about the meeting being convened arsd| it
agenda are communicated to all members of the bbuly.
chairperson of a collegial body should ensure gmmte
conducting of the meetings of the collegial bodyheT
chairperson should ensure order and working atneysp
during the meeting.

The notice on the general meeting to be convenalt lsh sent
by the initiator of the meeting in advance, in gt or orally
that (in accordance with the Rules of Procedure of thar@p

>

5.2. It is recommended that meetings of the compahyES The meetings of the Board shall be convened in decme
collegial bodies should be carried out accordingttie with the Schedule of the meetings approved in ackvdor the
schedule approved in advance at certain intervakime. year (once in a quarter), in addition, extraordinareetings
Each company is free to decide how often to convene may be convened.

meetings of the collegial bodies, but it is recomded that
these meetings should be convened at such intewhish
would guarantee an interrupted resolution of theeetal
corporate governance issues. Meetings of the coy'gan
supervisory board should be convened at least imae
quarter, and the company’s board should meet at tazce
a montH™,

1 The frequency of meetings of the collegial bodgvited for in the recommendation must be applieth@se cases when
both additional collegial bodies are formed at toenpany, the board and the supervisory board. énetrent only one
additional collegial body is formed in the compathg frequency of its meetings may be as estaldiétiethe supervisory
board, i.e. at least once in a quarter.



5.3. Members of a collegial body should be notifaxbut
the meeting being convened in advance in orderltova
sufficient time for proper preparation for the isswn the
agenda of the meeting and to ensure fruitful disiomsand
adoption of appropriate decisions. Alongside wiith hotice
about the meeting being convened, all the docum
relevant to the issues on the agenda of the mestiogld be
submitted to the members of the collegial body. &genda

YES

ents

of the meeting should not be changed or supplerdegnte

during the meeting, unless all members of the galebody
are present or certain issues of great importancéhe
company require immediate resolution.

All materials required according to the agendaldhalsent to
the Members of the Board by electronic mail; norgndhe
agenda is not changed since in accordance with
Regulations of the Company the decisions may be gaase
voting may be organised by way of electronic mead
Members of the Board do have a possibility in thenesg
manner to supplement the agenda upon their com
agreement.

5.4. In order to co-ordinate operation of the conym

collegial bodies and ensure effective decision-mgKi

process, chairpersons of the company’s collegididsoof
supervision and management should closely co-opdmat
co-coordinating dates of the meetings, their ageratad
resolving other issues of corporate governance. bégmof
the company’s board should be free to attend ngetof
the company’s supervisory board, especially wheseigs
concerning removal of the board members, theirilitgtor

remuneration are discussed.

NO

Not relevant, as the Supervisory Board is not formed

Principle VI: The equitable treatment of shareholdes and shareholder rights

The corporate governance framework should ensure thequitable treatment of all shareholders, includingninority and foreign
shareholders. The corporate governance framework stuld protect the rights of the shareholders.

6.1. It is recommended that the company’s capiaiukl
consist only of the shares that grant the sametsrigh
voting, ownership, dividend and other rights to their
holders.

YES

The capital of the Company is made up of sharesecong to
the holders thereof equal voting and ownershiptsighnd the
right to receive dividends.

6.2. It is recommended that investors should haeess to
the information concerning the rights attachedh shareg
of the new issue or those issued earlier in advanee
before they purchase shares.

YES

The Company provides its investors information abtie
rights conferred by the newly issued shares by ngaéipublic
announcement to this effect.

6.3. Transactions that are important to the company its
shareholders, such as transfer, investment, anigglef the
company'’s assets or any other type of encumbramoeld
be subject to approval of the general sharehold
meeting*? All shareholders should be furnished with eq
opportunity to familiarize with and participate ithe
decision-making process when significant corpoissees,
including approval of transactions referred to ahosre

NO

ers’
ual

The Atrticles of Association of the Company do natvide for
such right granted to the general meeting of studdelns, and
the Board of the Company passes such decisions witheu
consent of the shareholders.

the

NS;

mon

12 The Law on Companies of the Republic of Lithua@éficial Gazette 2003, No 123-5574) no longer assigns resolutions
concerning the investment, transfer, lease, moegagcquisition of the long-terms assets accogritn more than 1/20 of
the company’s authorised capital to the competeridfie general shareholders’ meeting. However,saations that are
important and material for the company’s activitysld be considered and approved by the generatisblders’ meeting.
The Law on Companies contains no prohibition to éfisct either. Yet, in order not to encumber tbmpany’s activity and
escape an unreasonably frequent consideratioran$dctions at the meetings, companies are frestéblish their own
criteria of material transactions, which are subjedhe approval of the meeting. While establighimese criteria of material
transactions, companies may follow the criteriacétin items 3, 4, 5 and 6 of paragraph 4 of Aeti84 of the Law on
Companies or derogate from them in view of the djpesature of their operation and their attempeftsure uninterrupted,

efficient functioning of the company.



discussed.

6.4. Procedures of convening and conducting a génerEs

shareholders’ meeting should ensure equal opptigsrior
the shareholders to effectively participate at theetings
and should not prejudice the rights and interestshe
shareholders. The venue, date, and time of thelkbllers’
meeting should not hinder wide attendance of [the
shareholders. Prior to the shareholders’ meetirg |t

company’s supervisory and management bodies should

enable the shareholders to lodge questions onsissu¢he
agenda of the general shareholders’ meeting aneiveec
answers to them.

When convening the general meeting of shareholdiies,
venue, date and time of the meeting are establistitd a
view to ensuring that the shareholders could gpdte in the
meetings. The shareholders have a possibility milif@ise
themselves with the draft resolutions in the Comypamd the
time and place are indicated in the notice of tleeting.

6.5. It is recommended that documents on the caafréige | NO

general shareholders’ meeting, including draft lkg8ms of
the meeting, should be placed on the publicly asibkes
website of the company in advafitelt is recommendeq
that the minutes of the general shareholders’ megetdfter
signing them and/or adopted resolutions should Ise
placed on the publicly accessible website of theagany.
Seeking to ensure the right of foreigners to faaritie with
the information, whenever feasible, documents reéeto in
this recommendation should be published in Englisti/or
other foreign languages. Documents referred to his |t
recommendation may be published on the publjcly
accessible website of the company to the extent |tha
publishing of these documents is not detrimentaltie

[

company or the company’s commercial secrets are| not

revealed.

Currently the website of the Company is not suited the
publication of this kind of information, but in treecond half
of 2007 the website will be modified by introduciagnew
investor page that will be used to publish the -$alhle
investor information.

6.6. Shareholders should be furnished with the dppity | YES

to vote in the general shareholders’ meeting isq@eiand in
absentia. Shareholders should not be prevented \fadimg
in writing in advance by completing the generalingt
ballot.

The shareholders of the Company may exercise tigditsr
individually in person, via their proxies also bytwng in
writing in advance. The Company confers to its dhaiders
the rights provided for by the Law on Companies.

6.7. With a view to increasing the shareholder®NO

opportunities to participate effectively at shaddlos’
meetings, the companies are recommended to exsandf i
modern technologies in voting processes by allowtimg
shareholders to vote in general meetings via tehiin
equipment of telecommunications. In such casesritg@f
telecommunication equipment, text protection and a
possibility to identify the signature of the votingerson
should be guaranteed. Moreover, companies coulistu
its shareholders, especially foreigners, with tppastunity
to watch shareholder meetings by means of modern
technologies.

Until present the use of the modern technologiesnwoting
in the general meeting of shareholders was notipeatas no
such request has been expressed on the part of
shareholders.

13 The documents referred to above should be plaseteocompany’s website in advance with due regaed10-day period
before the general shareholders’ meeting, detedrimg@aragraph 7 of Article 26 of the Law on Comjeandf the Republic

of Lithuania (Official Gazette, 2003, No 123-5574).

the



Principle VII: The avoidance of conflicts of interest and their disclosure

The corporate governance framework should encouragmembers of the corporate bodies to avoid conflictsf interest and assure
transparent and effective mechanism of disclosuref @onflicts of interest regarding members of the aporate bodies.

7.1. Any member of the company’s supervisory ardO
management body should avoid a situation, in whister
personal interests are in conflict or may be infléctnwith
the company’s interests. In case such a situaioatur, a
member of the company’s supervisory and management
body should, within reasonable time, inform othemmbers
of the same collegial body or the company’s bodt tias
elected him/her, or to the company’s shareholdbmiaa
situation of a conflict of interest, indicate thature of the
conflict and value, where possible.

7.2. Any member of the company’s supervisory ardO
management body may not mix the company’s asdeds|, t

use of which has not been mutually agreed uponh it

his/her personal assets or use them or the infamathich
he/she learns by virtue of his/her position as anber of a
corporate body for his/her personal benefit ortffer benefit
of any third person without a prior agreement &f ¢feneral
shareholders’ meeting or any other corporate body
authorized by the meeting.

7.3. Any member of the company’s supervisory ardO
management body may conclude a transaction with| the
company, a member of a corporate body of whichhieeis.
Such a transaction (except insignificant ones dué¢heir
low value or concluded when carrying out routine
operations in the company under usual conditionsgtrbe
immediately reported in writing or orally, by redirg this
in the minutes of the meeting, to other membeithefsame
corporate body or to the corporate body that hasted
him/her or to the company’s shareholders. Transasti
specified in this recommendation are also subjert t
recommendation 4.5.

No such cases have occurred; however, the procefdur
concluding such transactions in the Company is neemed
in any way.

No such cases have occurred; however, the procefdur
concluding such transactions in the Company is ngemed
in any way.

D

D

7.4. Any member of the company’s supervisory andeS

management body should abstain from voting when
decisions concerning transactions or other isstipergonal
or business interest are voted on.

This provision is being followed only in cases wére Board
considers the issue of the remuneration of the Merob the
Board — the Head of the Company.

Principle VIII: Company’s remuneration policy

Remuneration policy and procedure for approval, revsion and disclosure of directors’ remuneration estblished in the company
should prevent potential conflicts of interest andabuse in determining remuneration of directors, inaddition it should ensure
publicity and transparency both of company’s remuneation policy and remuneration of directors.

8.1. A company should make a public statement ef|thiO
company’s  remuneration  policy (hereinafter the

remuneration statement). This statement shouldae qf
the company’s annual accounts. Remuneration statemen
should also be posted on the company’s website.

The annual report of the Company does not contaén
statement on remunerations since this kind of m#dion is
considered by the Company confidential.




8.2. Remuneration statement should mainly focus
directors’ remuneration policy for the followingareand, if
appropriate, the subsequent years. The statementlds
contain a summary of the implementation of
remuneration policy in the previous financial ye&pecial
attention should be given to any significant change
company’s remuneration policy as compared to te&ipus
financial year.

The annual report of the Company does not conthin

statement on remunerations since this kind of mfdion is
considered by the Company confidential.

Information on the changes in the Company’s compansa

policy may be published in case such decision ssed

8.3. Remuneration statement should leastwise iechie
following information:

» Explanation of the relative importance of theiahle and
non-variable components of directors’ remuneration;

« Sufficient information on performance criteriattentitles
directors to share options, shares or variable coepts of
remuneration;

e Sufficient information on the linkage between t
remuneration and performance;

* The main parameters and rationale for any anhaals
scheme and any other non-cash benefits;

« A description of the main characteristics of depgentary
pension or early retirement schemes for directors.

NO

The annual report of the Company does not contaén

statement on remunerations since this kind of médion is
considered by the Company confidential.

Information on the changes in the Company’s companmsa

policy may be published in case such decision ss¢@

8.4. Remuneration statement should also summarige
explain company’s policy regarding the terms of
contracts executed with executive directors and beesnof

the management bodies. It should include, intem, ali

information on the duration of contracts with ex@e
directors and members of the management bodies
applicable notice periods and details of provisidos
termination payments linked to early terminationden
contracts for executive directors and members o
management bodies.

&NO
he

the

th

8.5. The information on preparatory and decisiorking
processes, during which a policy of remuneration
directors is being established, should also belafied.
Information should include data, if applicable,arthorities
and composition of the remuneration committee, rsaamel
surnames of external consultants whose services bagn
used in determination of the remuneration policyvali as
the role of shareholders’ annual general meeting.

NO
of

This information was not published, but it will bessible to

publish it in the future, except part of the infation
considered to constitute a commercial secret oCihimpany.

Currently this information is not published, buttire future it

may be decided to publish it.

8.6. Without prejudice to the role and organizatainthe
relevant bodies responsible for setting directg
remunerations, the remuneration policy or any of
significant change in remuneration policy should
included into the agenda of the shareholders’ dnyerzeral
meeting. Remuneration statement should be put fongd
in shareholders’ annual general meeting. The vcag be
either mandatory or advisory.

NO
rs’
her
be

This information is confidential and the Compaahyes not

publish it.




8.7. Remuneration statement should also contairleta
information on the entire amount of remuneratio|usive
of other benefits, that was paid to individual dices over
the relevant financial year. This document shoisidalt
least the information set out in items 8.7.1 ta#8fér each
person who has served as a director of the comgiaanyy
time during the relevant financial year.

8.7.1. The following remuneration and/or emoluments
related information should be disclosed:

« The total amount of remuneration paid or duéhto t
director for services performed during the releviar@ncial
year, inclusive of, where relevant, attendance figes by
the annual general shareholders meeting;

« The remuneration and advantages received from any
undertaking belonging to the same group;

« The remuneration paid in the form of profit shgrand/or
bonus payments and the reasons why such bonus ptym
and/or profit sharing were granted;

« If permissible by the law, any significant adadital
remuneration paid to directors for special servimgside
the scope of the usual functions of a director;

« Compensation receivable or paid to each formecigikes
director or member of the management body as & @fsu
his resignation from the office during the previdinsncial
year;

« Total estimated value of non-cash benefits cansidl as
remuneration, other than the items covered in tiove
points.

8.7.2. As regards shares and/or rights to acqhaees
options and/or all other share-incentive schentes, t
following information should be disclosed:

« The number of share options offered or sharestgdaby
the company during the relevant financial year deir
conditions of application;

« The number of shares options exercised duringeleyant
financial year and, for each of them, the numbeshafres
involved and the exercise price or the value ofiherest in
the share incentive scheme at the end of the fiabyear;

» The number of share options unexercised at tHeoéthe
financial year; their exercise price, the exerdate and the
main conditions for the exercise of the rights;

« All changes in the terms and conditions of ergtshare
options occurring during the financial year.

8.7.3. The following supplementary pension schemes-
related information should be disclosed:

* When the pension scheme is a defined-benefitnsehe
changes in the directors’ accrued benefits undgrdtheme
during the relevant financial year;

* When the pension scheme is defined-contributitrese,
detailed information on contributions paid or pdgéty the
company in respect of that director during thevate
financial year.

8.7.4. The statement should also state amountshiat
company or any subsidiary company or entity inctliche
the consolidated annual financial statements o€tmpany
has paid to each person who has served as a dinet¢he
company at any time during the relevant financesryin
the form of loans, advance payments or guarantees,

including the amount outstanding and the interast r

NO

This information is confidential and the Companyesianot
publish it.




8.8. Schemes anticipating remuneration of diredtors
shares, share options or any other right to puecbhares or
be remunerated on the basis of share price movement
should be subject to the prior approval of shamrs!
annual general meeting by way of a resolution gadheir
adoption. The approval of scheme should be relattdthe
scheme itself and not to the grant of such shase¢ba
benefits under that scheme to individual directaiks.
significant changes in scheme provisions should laés
subject to shareholders’ approval prior to themgtibn; the
approval decision should be made in shareholdersia
general meeting. In such case shareholders sheuld b
notified on all terms of suggested changes anaget
explanation on the impact of the suggested changes.

8.9. The following issues should be subject to apalrby
the shareholders’ annual general meeting:

« Grant of share-based schemes, including shaienspto
directors;

« Determination of maximum number of shares anchmai
conditions of share granting;

« The term within which options can be exercised;

« The conditions for any subsequent change in teecese
of the options, if permissible by law;

« All other long-term incentive schemes for whigredtors
are eligible and which are not available to othapkyees
of the company under similar terms. Annual general
meeting should also set the deadline within whighkiody
responsible for remuneration of directors may award
compensations listed in this article to individdakctors.

8.10. Should national law or company’s Articles of
Association allow, any discounted option arrangemeder
which any rights are granted to subscribe to shatrasprice
lower than the market value of the share prevaitinghe
day of the price determination, or the averagdefmarket
values over a number of days preceding the date wWiee
exercise price is determined, should also be sttgabe
shareholders’ approval.

8.11. Provisions of Articles 8.8 and 8.9 should oot
applicable to schemes allowing for participationien
similar conditions to company’s employees or emp&s/of
any subsidiary company whose employees are eligible
participate in the scheme and which has been apgriov

the shareholders’ annual general meeting.

NO

NO

The Company does not practice the remuneration tBctdi
stocks or options.

No such practice is being enforced in the Company.




8.12. Prior to the annual general meeting thattisnded to
consider decision stipulated in Article 8.8, thargholders
must be provided an opportunity to familiarize withaft
resolution and project-related notice (the docusahibuld
be posted on the company’s website). The noticaildho
contain the full text of the share-based remunematiNO No such practice is being enforced in the Company.
schemes or a description of their key terms, as$ agefull
names of the participants in the schemes. Notioaldalso
specify the relationship of the schemes and theratlv
remuneration policy of the directors. Draft resmotmust
have a clear reference to the scheme itself drastimmary
of its key terms. Shareholders must also be predentith
information on how the company intends to providethe
shares required to meet its obligations under iteen
schemes. It should be clearly stated whether tmepeaay
intends to buy shares in the market, hold the sharg
reserve or issue new ones. There should also benmary o )
on scheme-related expenses the company will sdfferto| o No such practice is being enforced in the Company.
the anticipated application of the scheme. All infation
given in this article must be posted on the comfsany
website.

11

NO No such practice is being enforced in the Company.

Principle IX: The role of stakeholders in corporategovernance

The corporate governance framework should recognizthe rights of stakeholders as established by law drencourage active co-
operation between companies and stakeholders in @ting the company value, jobs and financial sustaability. For the purposes of
this Principle, the concept “stakeholders” includesnvestors, employees, creditors, suppliers, cliemtlocal community and other
persons having certain interest in the company coecned.

9.1. The corporate governance framework shouldraghat| YES The management bodies of the Company seek to etiseie
the rights of stakeholders that are protected hy &ae rights of all interest holders and, to an exterggide, takes
respected. their opinion into account.

9.2. The corporate governance framework shouldterea

conditions for the stakeholders to participate dmporate Interest holders are authorised to participate e |t
governance in the manner prescribed by law. Exasnple YES management of the Company and in the process ofgakie
mechanisms of stakeholder participation in corgorat decisions relevant to the Company to the extent ieainby
governance include: employee participation in aidopof the laws of the Republic of Lithuania.

certain key decisions for the company; consultimg |t
employees on corporate governance and other imyorta
issues; employee participation in the company’sresha
capital; creditor involvement in governance in tioatext of
the company’s insolvency, etc.

9.3. Where stakeholders participate in the corporat
governance process, they should have access teamtle YES

: . These provisions are being complied with to theemixt
information.

governed by the Laws of the Republic of Lithuania.

Principle X: Information disclosure and transparency

The corporate governance framework should ensure thatimely and accurate disclosure is made on all matial information
regarding the company, including the financial sit@tion, performance and governance of the company.




10.1. The company should disclose information on:

« The financial and operating results of the conypan

« Company objectives;

» Persons holding by the right of ownership or amtcol of
a block of shares in the company;

YES

* Members of the company’s supervisory and manageme

bodies, chief executive officer of the company ahdir
remuneration;

« Material foreseeable risk factors;

« Transactions between the company and connectsdnse
as well as transactions concluded outside the ecofrshe
company'’s regular operations;

e Material issues regarding employees
stakeholders;

« Governance structures and strategy.

and o

This list should be deemed as a minimum recommeéanga
while the companies are encouraged not to limitgelves
to disclosure of the information specified in thigs.

10.2. It is recommended that consolidated resuitshe
whole group to which the company belongs should
disclosed when information specified in item 1
Recommendation 10.1 is under disclosure.

10.3. It is recommended that information on thefgssional
background, qualifications of the members of suisery
and management bodies, chief executive officer hef
company should be disclosed as well as potentiaflicts
of interest that may have an effect on their denisiwhen
information specified in item 4 of Recommendationl1l
about the members of the company’s supervisory
management bodies is under disclosure. It is
recommended that information about the amount
remuneration received from the company and othesne
should be disclosed with regard to members of
company’s supervisory and management bodies aref
executive officer as per Principle VIII.

10.4. It is recommended that information about lihks
between the company and its stakeholders, inclu
employees, creditors, suppliers, local communisywell as
the company’s policy with regard to human resour
employee participation schemes in the company’'ses
capital, etc. should be disclosed when informasipacified
in item 7 of Recommendation 10.1 is under disclasure

her

t

YES
be
of

NO

—

D
and
also
of

the
chi
NO
ding

es
ha

The Company discloses the relevant information, lie
established manner, to the Securities Commissiolmilgi
Stock Exchange, ELTA, BNS, and the daily “Lietuvgtas”.

The Company discloses the information on the codatdd
results of the entire enterprise group.

Until present this kind of information is not beidigsclosed,
furthermore, part of the information (remuneratioh the

members of the Company’s supervisory and management

bodies, the compensation of the Manager paid friwe
Company and other income) is considered confidehtiahe
Company and is not disclosed.

Until present this kind of information is not beipgpvided.

10.5. Information should be disclosed in such a et
neither shareholders nor investors are discrimihatéth
regard to the manner or scope of access to infawma|
Information should be disclosed to all simultanépul is
recommended that notices about material events|dhmzu
announced before or after a trading session orVilméus
Stock Exchange, so that all the company’s sharehnsland
investors should have equal access to the infoomand
make informed investing decisions.

YES

The information is disclosed only to a limited exteonly to
the institutions specified in item 10.1., and foe time being
not published in the website of the Company. Therinftion
is normally published prior to of after the tradiegssion of
the Vilnius Stock Exchange. Following the disclesunf
material events the information is additionallyalfised in the
media providing more extensive commentaries.

t



10.6. Channels for disseminating information sho
provide for fair, timely and cost-efficient accdssrelevant
information by users. It is recommended that infation
technologies should be employed for wider dissetitinaf
information, for instance, by placing the infornaation the
company’s website. It is recommended that inforomat
should be published and placed on the company’ssitee
not only in Lithuanian, but also in English, andhemever
possible and necessary, in other languages as well.

uNhO

So far not published in the website of the Compdmug, will
be published starting from the second half-yeaiopesf 2007.

10.7. It is recommended that the company’s anrebnts
and other periodical accounts prepared by the coyn
should be placed on the company’s website. It
recommended that the company should annoy
information about material events and changes énpttice
of the company’s shares on the Stock Exchange en
company'’s website too.

NO
ha

nce

th

So far not published in the website of the Compdmuy, will
be published starting from the second half-yeaiopesf 2007.

Principle XI: The selection of the company’s aud

ito

The mechanism of the selection of the company’s addi should ensure independence of the firm of audit’s conclusion and

opinion.

11.1. An annual audit of the company’s financiatasments
and report should be conducted by an independentdf
auditors in order to provide an external and objec
opinion on the company'’s financial statements.

YES

The recommendation is being followed.

11.2. It is recommended that the company’s superyi
board and, where it is not set up, the company'ard
should propose a candidate firm of auditors toghgaeral
shareholders’ meeting.

5 YES

The audit company is proposed to the generatinge of
shareholders by the Board of the Company.

11.3. It is recommended that the company shoullatie to
its shareholders the level of fees paid to the fifrauditors
for non-audit services rendered to the company.s]
information should be also known to the compan
supervisory board and, where it is not formed,
company’s board upon their consideration which fiofn
auditors to propose for the general shareholdeegtimg.

NOT
APPLICABLE

I'hi
y's
the
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Management's statement on the accounts

The Board of Directors and the Management have today discussed and authorized for issue the
consolidated annual accounts and the annual report and have signed the consolidated annual
accounts and report on behalf of the Company.

The consolidated accounts have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union. We consider that the accounting policies used are
appropriate and that the consolidated annual accounts thus give a true and fair view.

We recommend the consolidated accounts to be approved at the Annual General Meeting.

Vilnius, 31 March 2007

Management:

Mindaugas Sestokas
Managing Director

Board of Directors:

= =) #
/
Nerijus Dagilis Mindaugas Sestokas

(Chairman)

C;\ == D eares o ﬁ

Domininkas Kasys Martynas Cesnavicius

Marius Binkevicius



Deloitte

UAB , Deloitte Lietuva”
Jm./k: 1115 25235

PVM k. LT115252314
Reg. Nr. U] 95-95
Jogailos g. 4

LT-01116 Vilnius
Lietuva

Tel. +370 5 255 3000
Faks. +370 5212 6844
www.deloitte.lt

INDEPENDENT AUDITOR’S REPORT

To the shareholder of AB Shaigé:

Report on the Financial Statements

1. We have audited the accompanying consolidated financial statements (page 47 to 78) of AB
Snaigé and subsidiaries, which comprise the balance sheet as of 31 December 2006, and the
income statement, statement of changes in equity and cash flow statement for the year then
ended, and a summary of significant accounting policies and other explanatory notes.

2. The consolidated financial statements of AB Snaigé and subsidiaries for the year ended 31
December 2005, were audited by another auditor whose report dated 31 March 2006,
expressed a qualified opinion due to (a) lack of observation of inventory in Pskov warehouse
as of 31 December 2005 and (b) the matters described in the Basis of Qualified Opinion
section below.

Management’s Responsibility for the Financial Statements

3. Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union (EU). This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s Responsibility

4. Our responsibility is to express an opinion on these financial statements based on our audit.
Except for the matters described in paragraph 6 and 7 in the Basis for Qualified Opinion
section below, we conducted our audit in accordance with International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

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

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

. . . . . Member of
Audit.Tax.Consulting.Financial Advisory. Deloitte Touche Tohmatsu



Basis for Qualified Opinion

7.

We were not provided with sufficient evidence allowing us to assess a potential impairment, if
any, of the recorded goodwill, with a carrying amount of LTL'000 12,313 as of 31 December
2006 (LTL'000 2,472 as of 31 December 2005) related to the subsidiary Techprominvest.

Until 1 January 2006 the Group capitalized newly installed spare parts and major overhauls
under its property, plant and equipment without derecognizing the carrying amount of
replaced parts and previous overhaul, as required by International Financial reporting
Standards as adopted by EU. As of 31 December 2006 the carrying amount of such
expenditure recognized in property plant and equipment amounts to LTL'000 11,089, of which
LTL'000 7,687 is capitalized on buildings and LTL'000 3,402 is capitalized on equipment. We
were not provided with sufficient evidence, which would allow us to identify the value of the
replaced parts and prior overhaul that should be derecognized.

As of 31 December 2005 the Group had overdue receivables in the amount of LTL'000 18,410
from Russian customers. The Group made a provision of LTL'000 2,000 as of 31 December
2005 for the overdue receivables. In the opinion of the previous auditors, in which we agree,
an additional provision estimated at LTL'000 9,400 should have been recognised in the
financial statements for the year ended 31 December 2005. As of 31 December 2006 the
Group has recognised additional provisions in the amount of LTL'000 9,631 for the mentioned
receivables. If the Group would have recognised said provisions for the year ended 31
December 2005, net loss for the year ended 31 December 2006, net profit for the year ended
31 December 2005, equity as of 31 December 2005 and trade accounts receivables as of 31
December 2006 and 2005 would be decreased by LTL'000 9,631.

Qualified Opinion

10. In our opinion, except for the possible effects of the matters described in the paragraphs 7

and 8 above, and except for the effect of the matter described in paragraph 9 above, the
consolidated financial statements present fairly, in all material respects, the financial position
of AB Snaigé and subsidiaries as of 31 December 2006, and their financial performance and
their cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted by EU.

Report on Other Legal and Regulatory Requirements

11. Furthermore, we have read the accompanying Annual Report for the year ended 31 December

2006 (included on pages 1 through 40) and have not noted any material inconsistencies
between the historical financial information included in it and the financial statements for the
year ended 31 December 2006.

7N\ - .
w z 7? L/ WL@D L
Certified auditor Lina DraksSiené

Deloitte Lietuva UAB <S
Sinskas Auditor’s Certificate No. 000062

General Director Juozas Kaba

Vilnius, Lithuania
31 March 2007



AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

(All amounts in LTL unless otherwise stated)

CONSOLIDATED INCOME STATEMENT

Sales
Cost of Sales

GROSS PROFIT

Sales expenses

Administrative expenses

Other activity income

Other activity expenses
OPERATING (LOSS) PROFIT

Finance income
Finance expenses

(LOSS) PROFIT BEFORE TAX

Income tax expenses

NET (LOSS) PROFIT FOR THE YEAR
Attributable to:

Equity holders of the Parent

Minority interest

NET (LOSS) PROFIT FOR THE YEAR

Basic and diluted earnings (loss) per share

Notes

5

WoONO

©o ©

10

18

2006 2005
351,826,739 368,878,299
(301,511,532) (300,042,722)
50,315,207 68,835,577
(27,623,665) (26,448,374)
(32,947,424) (22,704,058)
4,614,883 3,249,983
(2,331,509) (2,431,333)
(7,972,508) 20,501,795
21,125,945 89,145,602
(23,281,310) (90,439,631)
(10,127,873) 19,207,766
(457,394) (4,167,800)
(10,585,267) 15,039,966
(10,581,640) 13,722,364
(3,627) 1,317,602
(10,585,267) 15,039,966
(0.46) 0.59

The accompanying explanatory notes are an integral part of these consolidated financial

statements.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

(All amounts in LTL unless otherwise stated)

CONSOLIDATED BALANCE SHEET

ASSETS

Non-current assets:
Property, plant and equipment
Intangible assets
Deferred income tax assets

Total non-current assets

Current assets:
Inventories
Trade receivables
Corporate income tax receivable
Other current assets
Cash and cash equivalents

Total current assets

TOTAL ASSETS

Notes

12
13

14

15
16

2006 2005
103,531,482 105,471,719
17,356,669 7,369,338
3,167,712 917,542
124,055,863 113,758,599
55,871,283 60,760,584
63,458,025 61,732,754
2,921,943 1,389,691
6,014,877 3,457,062
4,805,080 5,185,782
133,071,208 132,525,873
257,127,071 246,284,472

The accompanying explanatory notes are an integral part of these consolidated financial

statements.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

(All amounts in LTL unless otherwise stated)

CONSOLIDATED BALANCE SHEET

EQUITY AND LIABILITIES

Capital and reserves:
Share capital
Share premium
Legal reserve
Other distributable reserves
Currency translation reserve
Retained earnings

Equity attributable to equity holders of the
parent

Minority interest
Total equity

Non-current liabilities:
Warranty provision
Grants
Interest bearing loans and borrowings

Total non-current liabilities

Current liabilities:
Interest bearing loans and borrowings
Trade payables
Advances received
Warranty provision
Fair value of derivative financial instruments
Other creditors

Total current liabilities
Total liabilities

TOTAL EQUITY AND LIABILITIES

Notes

17

19
20
21

21

19

22

2006 2005
23,070,405 23,070,405
3,643,750 3,643,750
2,337,913 2,337,913
26,899,000 26,588,000
(986,705) (1,288,563)
38,043,120 48,922,761
93,007,483 103,274,266
7,368 23,994
93,014,851 103,298,260
3,081,965 1,624,780
3,849,340 5,108,932
39,233,456 46,293,607
46,164,761 53,027,319
29,420,029 24,188,308
67,346,955 45,983,031
794,895 303,946
1,250,954 2,497,815
- 4,120,268
19,134,626 12,865,525
117,947,459 89,958,893
164,112,220 142,986,212
257,127,071 246,284,472

The accompanying explanatory notes are an integral part of these consolidated financial

statements.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

(All amounts in LTL unless otherwise stated)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Equity
attributable to

Currency equity holders
Share Legal Other translation Retained of the Minority
Share capital premium reserve reserves reserve earnings Company interest Total equity

Capital and reserves

as of 31 December 2004 23,070,405 3,643,750 2,337,913 26,588,000 (786,371) 35,291,013 90,144,710 - 90,144,710
Dividends - - - - - (1,384,224) (1,384,224) - (1,384,224)
Total recognised income and

expenses for 2005 - - - - (502,192) 13,722,364 13,220,172 1,317,602 14,537,774
Minority profit allocated to cover

previous losses absorbed by

parent - - - - - 1,293,608 1,293,608 (1,293,608) -
Capital and reserves

as of 31 December 2005 23,070,405 3,643,750 2,337,913 26,588,000 (1,288,563) 48,922,761 103,274,266 23,994 103,298,260
Transferred to reserves - - - 311,000 - (311,000) - - -
Total recognised income and

expenses for 2006 - - - - 301,858 (10,581,640) (10,279,782) (3,627) (10,283,409)
Minority profit allocated to cover

previous losses absorbed by

parent - - - - - 12,999 12,999 (12,999) -
Capital and reserves

as of 31 December 2006 23,070,405 3,643,750 2,337,913 26,899,000 (986,705) 38,043,120 93,007,483 7,368 93,014,851

The accompanying explanatory notes are an integral part of these financial statements.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts in LTL unless otherwise stated)

CONSOLIDATED CASH FLOW STATEMENT

Net (loss) profit

Depreciation and amortization

Amortization of grants

Result on disposal of non-current assets
Write-off of non-current assets

Write down of inventories

Impairment of trade receivables

Reversal of impairment of trade receivables
(Gain) loss on revaluation of currency derivatives
Change in provisions for warranties

Foreign currency exchange loss (gain), net
Interest income

Interest expense

Net cash inflow from ordinary activities before change in
working capital

Change in trade and other receivables
Change in inventories
Change in current trade payables and advances received

Net cash from ordinary activities

Interest received
Interest paid
Income tax paid

Net cash inflow from operating activities

Acquisition of property, plant and equipment

Capitalization of development costs and acquisition of
software and licenses

Proceeds on disposal of property, plant and equipment

2006 2005
(10,127,873) 19,207,766
20,144,648 19,299,508
(1,303,092) (1,370,592)
(2,098,920) (78,916)
12,557 -
- 39,659
9,836,546 2,000,000
- (61,385)
(4,760,721) 4,120,268
210,324 2,262,180
473,474 (502,192)
(33,767) (43,985)
3,716,161 2,930,538
16,069,337 47,802,849
(5,803,068) (5,106,178)
4,889,301 (6,924,319)
16,826,309 10,056,186
31,982,879 45,828,538
33,767 43,985
(3,716,161) (2,930,538)
(5,588,264) (6,824,882)
22,711,221 36,117,103

(21,249,495)

(18,204,389)

Net cash outflow from investing activities

Cash flows from financing activities
Dividends paid
Subsidies received
Proceeds from borrowings
Repayments of borrowings
Payment of leasing obligations

Net cash flows from financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the
period

Cash and cash equivalents at the end of the period

(2,050,711) (2,194,629)
2,524,228 684,425
(20,775,978) (19,638,256)
- (1,384,224)

43,500 111,000
121,971,293 80,155,741
(123,799,723) (95,202,452)
(531,015) (381,694)
(2,315,945) (16,701,629)
(380,702) (222,782)
5,185,782 5,408,564
4,805,080 5,185,782

The accompanying explanatory notes are an integral part of these consolidated financial

statements.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts in LTL unless otherwise stated)

EXPLANATORY NOTES

1 General Information

The joint stock company AB Snaigé (the Company), which is the parent company of the
Snaigé Group, is a public listed company domiciled in Alytus, Lithuania. The Company’s shares
are traded on the Official List of the National Stock Exchange of Lithuania (NSEL).

The Group’s main products are refrigerators and fridges. The main products are consumer and
commercial refrigerators.

As at 31 December 2006, the Group employed 2,265 employees (2005: 2,292 employees).

As at 31 December 2006 and 2005 the major shareholders were as follows:

2006 2005

Shares Percentage Shares Percentage
UAB Survesta 4,910,900 21.29% 5,257,100 22.78%
SSBT AS Custodian for Eternity Limited 783,000 3.39% 705,000 3.06%
NSEL 30 index fund 139,028 0.6% 276,395 1.20%
Raimundas Grazys 257,655 1.12% 257,655 1.12%
UAB Hermis Capital 72,088 0.31% 173,838 0.75%
Albinas ValaSinas 100,000 0.43% 165,149 0.72%
Other shareholders 16,807,734 72.86% 16,235,268 70.37%

23,070,405 100.00% 23,070,405 100.00%

As at 31 December 2005, the Company’s Board includes two members from the management
and three representatives of UAB Hermis Capital and UAB Survesta (subsidiary of UAB Hermis
Capital).

The consolidated financial statements of the Company for the year ended 31 December 2006
and 2005 comprise the Company and its subsidiaries.

The subsidiary Techprominvest (Kaliningrad, Russia) was acquired by AB Snaigé in 2002. As of
the acquisition the Company owns 85% of Techprominvest. During 2006 AB Snaigé acquired
the remaining 15% of Techprominvest and as of 31 December 2006 it owns 100% of
Techprominvest. The subsidiary is involved in production of refrigerators and fridges sold in
Russia.

Snaige Ukraine (Kiev, Ukraine) was established in 2002. As of the acquisition in 2002 the
Company owns 99% of Snaige-Ukraine. The subsidiary provides sales and marketing services
to AB Snaige in the Ukrainian market.

On 13 May 2004, Moroz Trade (Moscow, Russia) was established. The Company acquired

100% of shares of Moroz Trade in October 2004. The subsidiary provides sales and marketing
services to Techprominvest in the Russian market.
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AB SNAIGE

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(All amounts in LTL unless otherwise stated)

Liga Servis (Moscow, Russia) was established on 7 February 2006. The subsidiary provides
sales and marketing services to Techprominvest in the Russian market.

2 ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year the Group has adopted all of the new and revised Standards and
Interpretations issued by the International Accounting Standards Board (the IASB) and the
International Financial Reporting Interpretations Committee (IFRIC) of the IASB that are
relevant to its operations and effective for accounting periods beginning on 1 January 2006.
The adoption of these new and revised Standards and Interpretations has resulted in no
changes to the Group’s accounting policies.

31 Standards, amendments and interpretations effective in 2006, but not relevant to the
Group’s accounting policies

The adoption of these new and revised Standards and Interpretations has not resulted in

changes to the Group’s accounting policies:

e [IAS 19 (Amendment), Actuarial Gains and Losses, Group Plans and Disclosures (effective
for annual periods beginning on or after 1 January 2006);

e IAS 39 (Amendment), The Fair Value Option (effective for annual periods beginning on or
after 1 January 2006);

e IAS 21 (Amendment), Net Investments in a Foreign Operation (effective for annual
periods beginning on or after 1 January 2006);

e IAS 39 (Amendment), Cash flow hedge accounting of forecast intragroup transactions
(effective for annual periods beginning on or after 1 January 2006);

e IAS 39 and IFRS 4 (Amendment), Financial Guarantee Contracts (effective for annual
periods beginning on or after 1 January 2006);

e IFRS 6, Exploration for and evaluation of mineral resources (effective for annual periods
beginning on or after 1 January 2006);

e IFRIC 4, Determining Whether an Arrangement Contains a Lease (effective for annual
periods beginning on or after 1 January 2006);

e IFRIC 5, Rights To Interests Arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds (effective for annual periods beginning on or after 1
January 2006); and

e IFRIC 6, Liabilities arising from participating in a specific market - waste electrical and
Electronic Equipment (effective for annual periods beginning on or after 1 December
2005).

b) Standards, amendments and interpretations that are not effective in 2006 and have not
been early adopted by the Group

At the date of authorization of these financial statements, the following Standards and

Interpretations were in issue but not yet effective:

¢ IAS 1 (Amendment), Capital disclosures (effective for annual periods beginning on or
after 1 January 2007);

e IFRS 7, Financial Instruments: Disclosure (supersedes IAS 30) (effective for annual
periods beginning on or after 1 January 2007);

e IFRS 8, Operating segments (effective for annual periods beginning on or after 1 January
2009) (not yet endorsed by the EU);

e IFRIC 7, Applying the Restatement Approach under IAS 29 Financial Reporting in
Hyperinflatory Economies (effective for annual periods beginning on or after 1 March
2006);

e IFRIC 8, Scope of IFRS 2 (effective for annual periods beginning on or after 1 May 2006);
IFRIC 9, Reassessment of Embedded Derivatives (effective for annual periods beginning
on or after 1 June 2006);
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e IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods
beginning on or after 1 November 2006) (not yet endorsed by the EU);

e IFRIC 11, IFRS 2, Group Treasury Share Transactions (effective for annual periods
beginning on or after 1 March 2007) (not yet endorsed by the EU); and

e IFRIC 12, Service Concession Arrangements (effective for annual periods beginning on or
after 1 January 2008) (not yet endorsed by the EU).

The management of the Group anticipates that the adoption of these Standards and
Interpretations in future periods will have no material impact on the financial statement of the
Group.

3 Significant Acconting Principles

The main accounting principles adopted in preparing the Group’s consolidated financial
statements for the year ended 31 December 2006 are as follows:

3.1 Basis of Preparation

The financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRSs”) as adopted by the European Union (the “EU”). IFRSs as
adopted by the EU do not currently differ from IFRS as issued by the International Accounting
Standards Board (IASB) and currently effective for the purpose of these financial statements,
except for certain hedge accounting requirements under IAS 39, which have not been adopted
by the EU. The Group has determined that the unendorsed hedge accounting requirements
under IAS 39 would not impact the Group’s financial statements had they been endorsed by
the EU at the balance sheet date. Therefore, as a matter of reference, the term “IFRS” is
hereafter used and referring to both IFRS and IFRSs as adopted by the EU.

The financial statements have been prepared on the historical cost basis, except for
revaluation of derivative financial instruments to fair value.

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

3.2 Basis of Consolidation

The consolidated financial statements incorporate the financial statements of AB Snaigé and
entities controlled by the Company (its subsidiaries). Control is achieved where the Company
has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are identified separately from
the Group’s equity therein. Minority interests consist of the amount of those interests at the
date of the original business combination (see below) and the minority’s share of changes in
equity since the date of the combination. Losses applicable to the minority in excess of the
minority’s interest in the subsidiary’s equity are allocated against the interests of the Group
except to the extent that the minority has a binding obligation and is able to make an
additional investment to cover the losses.
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3.3 Business Combinations

Acquisition of subsidiaries are accounted for using the purchase method. The cost of the
acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly attributable to the business combination.
The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions
for recognition under IFRS 3 Business combinations are recognized at their fair values at the
acquisition date, except for non-current assets (or disposal groups) that are classified as held
for sale in accordance with IFRS 5 Non-Current Assets Held for Sale and Discontinued
Operations, which are recognized and measured at fair value less costs to sell.

Goodwill arising on acquisition is recognized as an asset and initially measured at cost, being
the excess of the cost of the business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities recognized. If, after
reassessment, the Group’s interest in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities exceeds the cost of the business combination, the excess is
recognized immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially measured at the minority’s
proportion of the net fair value of the assets, liabilities and contingent liabilities recognized.

3.4 Property, plant and equipment

Property, plant and equipment, excluding construction in progress, are stated at historical
cost, less accumulated depreciation and impairment loss. Property, plant and equipment are
assets that are controlled by the Group, which is expected to generate economic benefits in
the future periods with the useful life exceeding one year, and which acquisition
(manufacturing) costs could be reliably defined and is higher then LTL 500. Liquidation value
is 1 LTL.

Property, plant and equipment depreciation is computed on a straight-line basis over the
following average estimated useful lives:

Buildings 15 - 63 years
Machinery and equipment 5 -10 years
Vehicles 6 - 7 years
Other fixed assets 3 - 8 years

Assets held under finance leases are depreciated over their expected useful lives on the same
basis as owned assets.

The gain or loss arising on the disposal or retirement of an item of property, plant and
equipment are determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized in profit or loss.

Subsequent repair costs are included in the asset’s carrying amount, only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. The carrying amount of the replaced part is derecognized.
All other repairs and maintenance are recognized in profit or loss in the period in which they
are incurred.
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3.5 Intangible Assets

Goodwill

Business combinations are accounted for by applying the purchase method. Goodwill
represents the difference between the cost of the acquisition and the fair value of the net
identifiable assets, liabilities and contingent liabilities of the acquiree.

Goodwill is stated at cost less amortization and accumulated impairment losses. Starting from
1 January 2005 goodwill is not amortised but is tested annually for impairment.

Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or
technical knowledge and understanding, is recognised in the profit and loss account as an
expense as incurred.

Expenditure on development activities, including design for the production of new or
substantially improved products and processes, is capitalised if the product or process is
technically and commercially feasible and the Company has sufficient resources and is
planning to complete development. The expenditure capitalised includes the cost of materials,
direct labour and an appropriate proportion of overheads.

Capitalised development expenditure is stated at cost less accumulated amortisation and
impairment losses.

Development costs that have been capitalised are amortised from the commencement of the
commercial production of the related product over the period of the expected benefit. The
amortization period varies from 1 to 4 years period.

Other intangible assets

Intangible assets, comprising computer software and software licenses that are acquired by
the Group are stated at cost less accumulated amortization and impairment. The assets are
amortised using the straight-line method over a 1 - 3 years’ period.

3.6 Impairment of tangible and intangible assets (excluding goodwill)

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and consistent allocation basis can be
identified.

Intangible assets with indefinite useful lives are tested for impairment annually, and whenever
there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.
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If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognized immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as
a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognized immediately in profit or loss, unless
the relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.

3.7 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease.

The Group as lessee

Assets held under finance leases are recognized as assets at their fair value at the inception of
the lease or, if lower, at the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the balance sheet as a finance lease obligation. Lease
payments are apportioned between finance charges and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining balance of the liability. Finance charges
are charged directly to profit or loss.

Rentals payable under operating leases are charged to the income statement on a straight-line
basis over the term of the relevant lease.

3.8 Inventories

Inventories are stated at the lower of cost or market value. The First-In, First-Out method is
used as a basis for calculating the cost. The cost of work in progress and finished goods
comprises of raw materials, direct labour cost, other direct costs and related production
overheads. Net realisable value is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs necessary to make
the sale.

3.9 Financial assets

Investments are recognized and derecognized on a trade date basis where the purchase or
sale of an investment is under a contract whose terms require delivery of the investment
within the timeframe established by the market concerned, and are initially measured at fair
value, net of transaction cost.

Financial assets are classified into the following specified categories: financial assets as ‘at fair
value through profit or loss’ (FVTPL), ‘held-to-maturity investments’, ‘available-for-sale’ (AFS)
financial assets and ‘loans and receivables’. The classification depends on the nature and
purpose of the financial assets and is determined at the time of initial recognition.
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Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that
are not quoted in an active market are classified as ‘loans and receivables’. Loans and
receivables are measured at amortised cost using the effective interest method less any
impairment. Interest income is recognised by applying the effective interest rate, except for
short-term receivables where the recognition of interest would be immaterial.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
and of allocating interest income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts through the expected life of the
financial asset, or, where appropriate, a shorter period. Income is recognised on an effective
interest basis for debt instruments other than those financial assets designated as at FVTPL.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date.
Financial assets are impaired where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated
future cash flows of the investment have been impacted. For financial assets carried at
amortized cost, the amount of the impairment is the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the original
effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables where the carrying amount is reduced
through the use of an allowance account. When a trade receivable is uncollectible, it is written
off against the allowance account. Subsequent recoveries of amounts previously written off
are credited against the allowance account. Changes in the carrying amount of the allowance
account are recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed through profit or loss to the extent that the
carrying amount of the investment at the date the impairment is reversed does not exceed
what the amortized cost would have been had the impairment not been recognized.

3.10 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, cash in banks, cash in transit and other
short-term highly liquid investments with original maturities of three months or less that are
readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

3.11 Financial liabilities

A financial liability is any liability that is a contractual obligation to deliver cash or another
financial asset to another entity, a contractual obligation to exchange financial instruments
with another entity under conditions that are potentially unfavourable, or a derivative or non-
derivative contract that will or may be settled in the Group’s own equity instruments.

Financial liabilities are classified as either financial liabilities at fair value through profit or loss
or other financial liabilities.

Other financial liabilities, including borrowings, are initially measured at fair value, net of
transaction costs.
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Other financial liabilities are subsequently measured at amortised cost using the effective
interest method, with interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial
liability and of allocating interest expense over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash payments through the expected life of
the financial liability, or, where appropriate, a shorter period.

3.12 Fair value of financial instruments

Fair value represents the amount at which an asset could be exchanged or liability settled on
an arm’s length basis. Where, in the opinion of the management, that the carrying amounts of
financial assets and financial liabilities recorded at amortised cost differs materially from their
carrying value, such fair values are separately disclosed in the notes to the financial
statements.

3.13 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for
their intended use, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted
from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised as an expense in the period in which they are
incurred.

3.14 Foreign Currencies

Transactions denominated in foreign currency other than Litas (LTL) are translated into LTL at
the official Bank of Lithuania exchange rate on the date of the transaction, which
approximates the prevailing market rates. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet
date. Gains and losses arising on exchange are included in net profit or loss for the period.

The applicable rates used for the principal currencies as of 31 December were as follows:

2006 2005
usb 2.6304 2.9102
EUR 3.4528 3.4528
RUR 0.0997 0.1013
UAH 0.5219 0.5771

Financial statements of foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments
arising on consolidation, are translated to Litas at foreign exchange rates ruling at the balance
sheet date. The revenues and expenses of foreign operations are translated to Litas at rates
approximating to the foreign exchange rates ruling at the dates of the transactions. Foreign
exchange differences arising on retranslation are recognised directly in a separate component
of equity.

Net investment in foreign operations

Exchange differences arising from the translation of the net investment in foreign operations
are taken to translation reserve. They are released into the income statement upon disposal of
the investment.
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3.15 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following conditions are satisfied:

e the Group has transferred to the buyer the significant risks and rewards of ownership of
the goods;

e the Group retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;

e the amount of revenue can be measured reliably;

e it is probable that the economic benefits associated with the transaction will flow to the
Group; and

e the costs incurred or to be incurred in respect of the transaction can be measured
reliably.

Sales of services

Sales of services are recognised on performance of the services.

3.16 Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
net profit as reported in the income statement because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax is calculated using tax rates that
have been enacted or substantively enacted by the balance sheet date. In 2006 the standard
income tax rate in Lithuania was 15%. On 1 January 2006 the Provisional Social Tax Law has
come into effect in the Republic of Lithuania, which stipulates that along with the corporate
income tax, for one financial year beginning on 1 January 2006, companies has to pay an
additional 4% tax calculated based on the income tax principles, and for the following year a
3% tax starting from 1 January 2007.

Deferred tax

Deferred tax is recognized on differences between the carrying amounts of assets and
liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognized for all taxable temporary differences and deferred tax
assets are recognized to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or asset realized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied
by the same taxation authority and the Group intends to settle its current tax assets and
liabilities on a net basis.
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Current and deferred tax for the period

Current and deferred tax are recognized as an expense or income in profit or loss, except
when they relate to items credited or debited directly to equity, in which case the tax is also
recognized directly in equity.

3.17 Related parties

Related parties are defined as shareholders, employees, members of the management board,
their close relatives and companies that directly, or indirectly through one or more
intermediaries, control, or are controlled by, or are under common control with, the reporting
entity, provided the listed relationship empowers one of the parties to exercise the control or
significant influence over the other party in making financial and operating decisions.

4 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, management is required to make
judgments, estimates and assumptions about carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

The key assumptions concerning the future, and other key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year, are discussed below.

Impairment of Property, Plant and Equipment

The Group makes an assessment, at least annually, whether there are any indications that
property, plant and equipment have suffered any impairment. If that is the case, the Group
makes an impairment test in accordance with the accounting policy set out in Note 2. The
recoverable amount of cash-generating units is determined based on value-in-use calculations.
As of 31 December 2006 and 2005 there were no indications that property, plant and
equipment might be impaired.
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5 Segments

The Group’s only business segment (basis for primary reporting format) is the manufacturing
of refrigerators and specialised equipment. Segment information is presented in respect of the
Group’s geographical segments (secondary reporting format).

Results for the year ended 31 December 2006 by geographical segments can be specified as

follows:
LTL'000 Western Eastern Baltic Unallo-
Europe Europe states Ukraine Russia Lithuania cated Total

Sales 77,277 48,072 14,366 81,908 95,083 23,927 11,194 351,827
Gross profit 10,922 4,603 2,072 14,566 11,724 4,021 2,407 50,315
Operating

expenses - - - - - - (58,288) (58,288)
Profit (loss) from

operating

activities 10,922 4,603 2,072 14,566 11,724 4,021 (55,881) (7,973)
Net finance

expense - - - - - - (2,155) (2,155)
Loss before

income tax 10,922 4,603 2,072 14,566 11,724 4,021 (58,036) (10,128)
Income tax

expenses - - - - - - (457) (457)
Net segments

result 10,922 4,603 2,072 14,566 11,724 4,021 (58,493) (10,585)
Segment’s assets

by client

location 18,104 3,447 3,231 10,082 23,649 4,945 193,669 257,127
Total liabilities 164,112 164,112
Cash flow from

operating

activities 23,473 23,473
Cash flow from

investments

activities (20,776) (20,776)
Cash flow from

financing

activities (2,316) (2,316)
Net cash flow (381) (381)
Capital

expenditure 20,399 20,399
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Results for the year ended 31 December 2005 by geographical segments can be specified as

follows:

LTL'000

Sales
Gross profit
Operating
expenses
Profit (loss) from
operating
activities
Net finance
expense
Profit before
income tax
Income tax
expenses
Net segments
result
Segment’s assets
by client
location
Total liabilities
Cash flow from
operating
activities
Cash flow from
investments
activities
Cash flow from
financing
activities
Net cash flow
Capital
expenditure

Western Eastern Baltic Unallo-

Europe Europe states Ukraine Russia Lithuania cated Total
82,164 45,657 17,703 85,067 103,592 26,213 8,482 368,878
11,021 5,442 2,640 18,900 24,775 4,248 1,810 68,836

- - - - (2,000) - (46,334) (48,334)
11,021 5,442 2,640 18,900 22,775 4,248 (44,524) 20,502
- - - - - - (1,294) (1,294)
11,021 5,442 2,640 18,900 22,775 4,248 (45,818) 19,208
- - - - - - (4,168) (4,168)
11,021 5,442 2,640 18,900 22,775 4,248  (49,986) 15,040
11,395 9,196 3,390 11,500 19,963 5,897 184,943 246,284
142,986 142,986

36,117 36,117

(19,638) (19,638)

(16,702) (16,702)

(223) (223)

12,737 12,737
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6 Sales Expenses

For the years ended 31 December selling expenses consisted of the following:

2006 2005
Transportation 9,171,078 9,226,228
Rent of warehouses 3,946,329 1,954,690
Advertising 3,650,914 3,312,446
Warranty service costs 3,457,183 3,568,406
Salaries and social insurance 2,047,112 2,462,818
Commissions to third parties 1,833,298 2,832,647
Insurance 630,154 569,173
Business trips 353,234 368,572
Depreciation and amortization 139,163 157,009
Other 2,395,200 1,996,385
Total sales expenses 27,623,665 26,448,374

7 Administrative Expenses

For the years ended 31 December administrative expenses consisted of the following:

2006 2005
Salaries and social insurance 10,029,621 8,221,274
Impairment of trade accounts receivable 9,836,546 2,000,000
Depreciation and amortization 2,758,694 3,777,945
Communication expenses 1,044,504 767,521
Business trips 848,986 753,753
Utilities 459,699 402,139
Property tax expense 391,853 1,637,489
Car exploitation expenses 383,259 384,876
Insurance 323,715 376,732
Bonuses, payments to the Board accrued 300,000 473,453
Charity, Christmas presents, ect. 249,219 486,753
Other 6,321,328 3,422,123
Total administrative expenses 32,947,424 22,704,058

Provisions for accounts receivable in year 2005 and 2006 are related to overdue receivables

from clients in Russia.
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8 Other Operating Income and Expenses, Net

For the years ended 31 December net other activity income consisted of the following:

Other operating income
Income from transportation
Revenue of auxiliary departments

Gain on disposal of property, plant and equipment

Sales of materials and spare parts
Other

Total other operating income

Other operating expenses
Transportation expenses

Expenses of auxiliary departments

Cost of sales of materials and spare parts
Other

Total other operating expenses

Other operating income and expenses, net

9 Finance Income and Expenses, Net

2006 2005
1,316,589 1,716,439
725,177 841,622
2,098,920 78,916
60,316 472,031
413,881 140,975
4,614,883 3,249,983
1,150,567 1,376,448
509,806 652,743
51,551 292,970
619,585 109,172
2,331,509 2,431,333
2,283,374 818,650

For the years ended 31 December finance income and expenses, net consisted of the

following:

Finance income

Foreign exchange gain

Interest on loans granted

Gain on foreign currency derivatives
Other financial income

Total finance income

Finance expenses

Foreign exchange loss

Realised loss on foreign currency derivatives
Unrealised loss on foreign currency derivatives
Interest on borrowings

Other financial expenses

Total finance expenses

Finance income and expenses, net

2006 2005
15,122,856 89,068,126
33,767 43,985
5,623,410 -
345,912 33,491
21,125,945 89,145,602
16,996,823 77,089,198
1,515,473 6,299,627
862,689 4,120,268
3,716,161 2,930,538
190,164 -
23,281,310 90,439,631
(2,155,365) (1,294,029)
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10 Income Tax Expense

For the years ended 31 December income tax expense consisted of the following:

2006 2005
Current income tax 2,613,295 5,162,246
Withholding tax paid in foreign countries - 242,956

2,613,295 5,405,202
Change in deferred tax (3,070,689) (1,237,402)
Total income tax expense (457,394) 4,167,800

A reconciliation of income tax expense at the statutory rate to income tax expense at the

Group’s effective rate is as follows:

2006 2005
LTL'000 % LTL'000 %

Result before tax (10,128) 19,208
Income tax using effective tax rate (1,924) 19.0% 2,881 15.0%
Non deductible expenses 1,190 (11.8%) 897 4.7%
Tax exempt revenues (220) 2.2% (598) (3.1%)
Effect of increased interest rates for

loans for tax purposes 659 (6.5%) 315 1.6%
Unrecognised deferred tax asset on

currency derivatives - - 1,980 10.3%
Unrecognised deferred tax asset on

losses carried forward 1,830 (18.1%) 495 2.6%
Unrecognised deferred tax asset on

temporary deductible differences 109 (1.1%) 439 2.3%
Effect of previously unrecognised

deferred tax asset on losses carried

forward - - (688) (3.6%)
Effect of previously unrecognised

deferred tax asset on temporary

deductible differences (755) (7.5%) (1,112) (5.8%)
Effect of increased corporate income

tax rate 25 (0.2%) (427) (2.2%)
Effect of tax rates in foreign

jurisdictions (457) 4.5% (14) (0.1%)
Total income tax (457) (4.4%) 4,168 21.7%
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11 Deferred Income Tax

As of 31 December Group deferred income tax consisted of the following:

LTL'000

Deferred income tax assets

Difference on the tax base and the carrying amount of
non current assets

Difference on the tax base and the carrying amount of
trade debtors

Warranty provision

Difference on the tax base and the carrying amount of
inventories

Other liabilities and accruals

Loss on currency derivatives

Tax loss carried forward

Total deferred income tax assets

Deferred income tax liabilities

Difference on the tax base and the carrying amount of
non current assets

Difference on the tax base and the carrying amount of
inventories

Difference on the tax base and the carrying amount of
trade debtors

Total deferred income tax liabilities

Less: Valuation allowance

Net deferred income tax asset (liability) position

2006 2005
15 779
2,311 480
932 894
704 -

68 138

- 1,980
3,093 1,427
7,123 5,698
(706) (648)

- (108)

- (550)
(706) (1,306)
(2,428) (3,474)
3,989 918

Deferred income tax assets and liabilities were accounted for by using 15% tax rate, excluding
deferred income tax assets and liabilities which will be recovered or settled in 2007. According
to the Law on Provisional Social Tax of the Republic of Lithuania, the Group's companies will
pay an additional social tax of 3% in 2007, calculated on taxable profit, therefore while
assessing the deferred income tax assets and liabilities, the increase of deferred income tax
assets and liabilities was evaluated for 2007. Deferred income tax assets and liabilities in
foreign subsidiaries were accounted for by using income tax rates prevailing in the respective

countries.
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12 Property, Plant and Equipement

As of 31 December property, plant and equipement was composed as follows:

Cost

1 January 2005
Additions

Disposals
Reclassifications
Translation difference
31 December 2005
Additions

Disposals
Reclassifications
Translation difference
31 December 2006

Depreciation
1 January 2005

Charge for the year
Disposals
Reclassifications
Translation difference
31 December 2005
Charge for the year
Disposals
Reclassifications
Translation difference
31 December 2006

Net book value as of
31 December 2006
Net book value as of
31 December 2005

Depreciation was allocated as follows:

Production and production development costs

Administrative expenses

Sales expenses

Total depreciation

Machinery
Land and and Vehicles and Construction
buildings equipment other assets in progress Total
39,309,033 100,805,866 16,014,676 3,250,062 159,379,637
442,541 8,060,825 1,269,180 2,964,872 12,737,418
(6,442) (1,546,262) (1,160,989) (75,535) (2,789,228)
2,328,252 76,382 2,924,275  (5,593,646) (264,737)
2,643,548 2,550,772 139,976 132,675 5,466,971
44,716,932 109,947,583 19,187,118 678,428 174,530,061
- 7,566,243 4,000,010 5,739,239 17,305,492
(259,060) (1,374,980) (1,205,523) - (2,839,563)
1,175,607 1,373,357 (2,548,964) - -
(102,824) (119,119) (1,964) (1,081) (224,988)
45,530,655 117,393,084 19,430,677 6,416,586 188,771,002
1,648,447 43,505,276 8,393,248 - 53,546,971
1,643,955 13,298,019 2,683,772 - 17,625,746
(4,725) (1,480,491) (814,478) - (2,299,694)
914 (610,577) 460,749 - (148,914)
64,391 236,457 33,385 - 334,233
3,352,982 54,948,684 10,756,676 - 69,058,342
1,799,725 14,484,982 2,240,218 - 18,524,925
(25,537) (1,297,920) (1,020,290) - (2,343,747)
102,299 71,969 (174,268) - -
5,229,469 68,207,715 11,802,336 - 85,239,520
40,301,186 49,185,369 7,628,341 6,416,586 103,531,482
41,363,950 54,998,899 8,430,442 678,428 105,471,719
2006 2005
15,627,068 15,030,321
2,758,694 2,438,416
139,163 157,009
18,524,925 17,625,746

Leased plant and machinery

The Group (lessee) leases production equipment under finance lease agreements. The net
carrying amount of leased assets amounts to LTL'000 901 as at 31 December 2006 (2005:
LTL'000 1,227). The leased equipment secures lease obligations (refer note 21).

Non-current assets with a book value of LTL'000 77 as at 31 December 2006 (2005: LTL'000
349) are rented under operating lease contracts to third parties.
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Collateralised fixed assets

At 31 December 2006, buildings with a carrying amount of LTL'000 33,664 (2005:
LTL'000 34,467) and machinery and equipment with a carrying amount of LTL'000 43,190
(2005: LTL'000 39,489) are pledged to secure bank loans (refer to note 21).

13 Intangible Assets

As of 31 December intangible assets were composed as follows:

Cost

1 January 2005

Additions

Disposals

Reclassified from tangible fixed
assets

Other reclassifications

31 December 2005

Additions

Disposals

Other reclassifications

31 December 2006

Amortization

1 January 2005

Additions

Disposals

Reclassified from tangible fixed
assets

Other reclassifications

31 December 2005

Additions

Disposals

Other reclassifications

31 December 2006

Net book value as of
31 December 2006

Net book value as of
31 December 2005

Development Software,

Goodwill costs licenses Total
2,798,747 6,363,738 1,940,098 11,102,583
- 1,836,377 242,429 2,078,806
- - (26,683) (26,683)
- 239,135 25,603 264,738
(326,520) - - (326,520)
2,472,227 8,439,250 2,181,447 13,092,924
9,840,480 1,655,246 395,465 11,891,191
- (223,471) (286,101) (509,572)
- 3,000 (3,000) -
12,312,707 9,874,025 2,287,811 24,474,543
326,520 2,964,504 1,297,167 4,588,191
- 990,036 349,493 1,339,529
- - (26,529) (26,529)
- 122,358 26,557 148,915
(326,520) - - (326,520)
- 4,076,898 1,646,688 5,723,586
- 1,279,161 351,463 1,630,624
- - (236,336) (236,336)
- 2,374 (2,374) -
- 5,358,433 1,759,441 7,117,874
12,312,707 4,515,592 528,370 17,356,669
2,472,227 4,362,352 534,759 7,369,338

Amortisation is included under operating expenses.
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14 Inventories

As of 31 December inventories were composed as follows:

2006 2005
Raw materials and spare parts 34,555,600 38,353,945
Work in progress 1,449,015 732,916
Finished goods 19,652,890 21,659,996
Other 213,778 13,727
Total inventories 55,871,283 60,760,584

Raw materials and spare parts consist of compressors, components, plastics, wires, metals
and other materials used in the production.

At 31 December 2006, inventories up to a carrying amount of LTL'000 29,300 (2005: LTL'000
19,300) are pledged to secure bank loans. (refer to Note 21).

15 Other Accounts Receivable

As of 31 December other accounts receivable were composed as follows:

2006 2005
VAT receivable 3,745,675 2,130,141
Prepayments and deferred charges 1,236,485 817,423
Compensations receivable 86,241 235,064
Receivable for property, plant and equipment sold 80,000 -
Other receivable 854,206 274,434
Other current assets 12,270 -
Total other accounts receivable 6,014,877 3,457,062

Compensations are receivable from suppliers for bad quality goods supplied.
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16 Cash and Cash Equivalents

As of 31 December other cash and cash equivalents were composed as follows:

2006 2005
Cash at bank 4,777,706 5,166,840
Cash on hand 27,374 18,942
Total cash and cash equivalents 4,805,080 5,185,782

At 31 December 2006, cash inflows into the bank accounts up to LTL'000 10,000 (2005:
LTL'000 10,000) are pledged to secure bank loans (refer to Note 21).

17 Capital and Reserves

The share capital comprises 23,070,405 ordinary shares with a nominal value of 1 Litas each
and the total share capital of 23,070,405 Litas, fully paid. The holders of the ordinary shares
are entitled to one vote per share in the shareholders’ meeting and are entitled to receive
dividends as declared from time to time and to capital repayment in case of decrease of the
capital.

On 11 September 2006 general shareholders’ meeting took a decision to increase share capital
by 756,960 shares at a par value of 1 Litas. Shareholders’ meeting also decided to set a price
for 1 share of 13 Litas, to revoke priority to purchase the shares for existing shareholders and
grant a right to purchase the new emission to the existing minority shareholders of
Techporminvest.

Legal reserve

The legal reserve in the amount of LTL'000 2,338 is a compulsory reserve under Lithuanian
legislation. Annual contributions of 5% of the retained earnings available for distribution are
required until the legal reserve and the share premium reach 10% of the authorised capital.

Other distributable reserves

According to a decision of the shareholders other reserves are allocated for specific purposes.
Before profit allocation, all distributable reserves are transferred to retained earnings and re-
distributed by the shareholders’ decision each year. Other distributable reserves in the amount
of LTL'000 26,899 were formed according to the shareholders decision, dated 27 April 2006,
and comprise a reserve for own shares acquisition of LTL'000 10,000, a reserve for
investments of LTL'000 16,338 and other reserves for charity and social needs of LTL'000 561.

18 Basic and Diluted Earnings (Loss) Per Share

Basic earnings per share are calculated by dividing the net profit attributable to the parent
company’s shareholders by the weighted average number of ordinary shares in issue during
the year.

2006 2005
Shares issued 1 January 23,070,405 23,070,405
Average weighted number of shares in issue 23,070,405 23,070,405
Net result for the year, attributable to the parent
company (10,581,640) 13,722,364
Earnings (loss) per share (0.46) 0.59

The Company has no dilutive potential shares or convertibles. The diluted earnings per share
are the same as the basic earnings per share.
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19 Warranty Provision

The Group provides a warranty of up to 10 years for the production sold. The provision for
warranty repairs has been made based on the expected cost of repairs and statistical warranty
repair rates and, accordingly divided to long term and short term provisions.

20 Grants

As of 31 December grants were composed as follows:

Grants
Grants as of 1 January 2005 10,204,100
Additions during the year 111,000
Grants as of 31 December 2005 10,315,100

Additions during the year 43,500

Subsidies as of 31 December 2006 10,358,600
Amortisation as of 1 January 2005 3,835,576
Amortisation during the year 1,370,592
Amortisation as of 31 December 2005 5,206,168
Amortisation during the year 1,303,092
Amortisation as of 31 December 2006 6,509,260
Net book value as of 31 December 2006 3,849,340
Net book value as of 31 December 2005 5,108,932

Deferred grant income comprises grant received for renewal of production machinery and
improvements of buildings in connection with the elimination of CFC 11 element from the
production of poliethanic insulation and filling foam, a grant for elimination of green house
gases in the manufacturing of domestic refrigerators and freezers and a grant for export
development programme. Deferred grants are amortised over the same period as the
machinery and improvements or recognized as income when compensated costs are incurred.
Amortisation of grants is included in production cost against depreciation of machinery and
improvements and in the profit and loss account against other compensated expenses.

21 Interest bearing borrowings

As of 31 December interest bearing borrowings were composed as follows:

2006 2005

Non-current liabilities

Loans 38,920,938 45,873,773
Finance lease obligations 312,518 419,834
Total non-current 39,233,456 46,293,607
Current liabilities

Loans 29,085,948 23,805,621
Finance lease obligations 334,081 382,687
Total current 29,420,029 24,188,308
Grand total 68,653,485 70,481,915
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2006 2005

Loans are due
Less than 1 year 29,085,948 23,805,621
Between 1 and 2 years 23,367,124 45,873,773
Between 2 and 5 years 15,553,814 -

68,006,886 69,679,394
Less: amounts due within one year 29,085,948 23,805,621
Amounts due after one year 38,920,938 45,873,773
Loans by currencies:
EUR 38,868,183 60,111,956
LTL 22,383,948 5,616,410
usD 6,754,755 3,951,028
Total 68,006,886 69,679,394

The loans in the amount of LTL'000 1,498 are arranged at fixed interest rate of 3.9% and the
rest of the loans are arranged at floating interest rates of 6 month LIBOR +1% margin, 6
month LIBOR + 1.1% margin, 6 month LIBOR + 1.2% margin, 1 and 6 month EURIBOR +
1.1% margin and 1 month EURIBOR + 1.15% margin.

The Group has 7 loans issued by Lithuanian banks, 1 loan issued by Ammotrade LLC and 2
loans issued by Texas Fertilizer Investment LLC.

At 31 December 2006, buildings with a carrying amount of LTL'000 33,664 (2005: LTL'000
34,467), machinery and equipment with a carrying amount of LTL'000 43,190 (2005: LTL'000
39,489), inventories up to the carrying amount of LTL'000 29,300 (2005: LTL'000 19,300),
cash inflows into the bank accounts up to LTL'000 10,000 (2005: LTL'000 10,000) and
Techprominvest shares of LTL'000 2,808 (2005: LTL'000 2,808) are pledged to secure bank
loans. Other loans issued by Texas Fertilizer Investment LLC and Ammotrade LLC are
unsecured.

On 30 March 2007, the Group agreed with a bank on increased credit line of EUR'000 2,492
(LTL'000 8,606) (the credit line was not used as of 31 December 2005) and prolonged the
maturity until 31 May 2008.

For loans amounting to LTL'000 26,092 as of 31 December 2006 (as of 31 December 2005:
LTL'000 22,783), the Company was in default of certain loan covenants, however, in
management’s opinion, the bank in question has demonstrated not to take, and will not take,
any further action in this respect. Therefore, the loans are presented in these financial
statements as if the Company has met the covenants.

Future minimum lease payments are as follows:

Total Interest Amount
Less than 1 year 406,073 71,992 334,081
Between 1 and 2 years 330,673 23,654 307,019
Between 2 and 5 years 5,538 39 5,499
742,284 95,685 646,599
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Finance lease liabilities bear variable interest rates set to 6 months EURIBOR plus 1.5%
margin, 6 months LIBOREUR plus 1.2% margin, 6 month LIBOREUR plus 1.3% margin and 12
months LIBOR EUR plus 1.4% margin.

22 Other Creditors

As of 31 December other creditors were composed as follows:

2006 2005
Salaries and related taxes payable 3,421,261 3,146,929
Vacation reserve 2,000,860 2,121,311
Bonuses and payments to the Board accrued 300,000 473,453
Other taxes payable 3,235,215 6,797,892
For the shares of Techprominvest 9,840,480 -
Other payables and accrued expenses 336,810 325,940
Total other creditors 19,134,626 12,865,525

23 Financial instruments

Exposure to credit, interest rate and currency exchange risk arises from operational, finance
and investing activities of the Group.

Credit risk

Management has a credit policy in place, and the exposure to credit risk is monitored on an
ongoing basis. Credit evaluations are performed on all customers requiring credit over a
certain amount. Majority of the Group’s trade receivable is insured.

Liquidity risk

The Group's policy is to maintain sufficient cash and cash equivalents or have available
funding through an adequate amount of committed credit facilities.

Interest rate risk

The Group's borrowings are subject to fixed and variable interest rates, related to LIBOR and
EURIBOR.

As of 31 December 2006 and 2005, the Group did not use any financial instruments to hedge
its exposure to the cash flow or price risk related to debt instruments with variable interest
rates.

Foreign exchange risk

The Group incurs foreign currency risk on sales, purchases and borrowings that are
denominated in a currency other than EUR (the Lithuanian Litas is pegged to euro at a fixed
rate equal 3.4528 LTL / EUR). The currencies giving rise to this risk are US Dollars, Russian
RUB and Ukrainian UAH.
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Accounts receivable and payable in foreign currencies as at 31 December 2006 and 2005 could

be specified as follows:

LTL'000 31 December 2006 31 December 2005
EUR usD RUB UAH EUR usD RUB UAH

Trade debtors 24,667 10,722 22,956 0.577 25,041 10,234 21,657 1,366
Other debtors - - 3,972 0.08 30 - 2,895 154
Cash 0.620 0.812 3,031 0.145 861 10 3,666 154
Borrowings (38,868) (6,754) - - (60,914) (3,951) - -
Trade creditors (46,604) (0.73) (1,956) (0.06) (32,209) (4) (606) (2)
Other creditors - - (3,546) (0.46) (134) (64) (7,930) (95)
Fair value of currency

derivatives - - - - - (4,120) - -
Net position (60,804) 3,968 28,003 0.742 (67,191) 2,105 19,682 1,577

24 Related Parties

Related parties of the Group are:

-the party that controls, is controlled by or is under common control with the Group;
-the party that has significant influence over the Group;
-the party that is a member of key management personnel of the Group or its parent;
-the close members of the family of the above mentioned individuals and
-the companies under control or significantly influenced by the above mentioned individuals.

Inter-company transactions and balances have been eliminated under consolidation.

Remuneration to the Board members amounted to LTL'000 3,799 in 2006 (2005 - 184).

Purchases from other related parties during 2006 and 2005 are as follows:

From:

Company under common control with AB
Snaige:

UAB Hermis Fondy Valdymas

Companies owned by management
members and/or their close relatives:

UAB Lisiplastas

UAB Baltijos polistirenas

UAB Astmaris

UAB Aljana

UAB Lanksti Linija

Item 2006 2005
Rent fees 52,752 60,480
Materials 7,072,470 8,258,540
Materials 2,481,889 1,036,536
Materials 6,847,895 -
Materials - 19,789
Materials - 68,517
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Income from other related parties during 2006 and 2005 are as follows:

Item 2006 2005
From shareholders:
UAB Hermis Capital Interest 33,767 43,985
From companies owned by management
members and/or their close relatives:
UAB Lisiplastas Spare parts 397,342 356,710
UAB Lanksti Linija Repair services - 126,505

Accounts receivable and payable from other related parties as at 31 December 2006 and

31 December 2005 are as follows:

Item 2006 2005
Payable to:
UAB Lansksti Linija Trade receivable 1,368,513 59,327
Receivable from:
UAB Lisiplastas Trade payable 23,020 615,890
UAB Aljana Trade payable - 2,643
UAB Lanksti Linija Trade payable 9,435 21,589

25 Subsequent Events

As of 18 January 2007 increase in share capital up to 23,827,365 ordinary shares was
registered. Shares were paid in kind by contributing shares of Techprominvest with a fair value

of LTL'000 9,840.

On 30 March 2007, the Group agreed with a bank on increased credit line of EUR'000 2,492
(LTL'000 8,606) (the credit line was not used as of 31 December 2005) and prolonged the

maturity until 31 May 2008.

%k %k % % %
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