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Regarding drafting of financial statement for the year ended 3l December 2011
Following the Article No.22 of Law on Securities of the Republic of Lithuania and Rules on
Preparation and Submission of Periodic and Additional approved by Securities Commission of the
Republic of Lithuanian we, Algirdas PaZemeckas, General Director And Dalia Geciene, Chief
Accountant, hereby confirm that, to the our knowledge, the aftached JSC "Zemaitijos Pienas"
Consolidated Interim Financial Statements for the year of 2011 prepared in accordance with
International Financial Reporting Standards are true and fairly present assets, liabilities, financial
position, profit or loss ofJSC "Zemaitijos Pienas" group consolidated companies.

APPENDIX:

Interim Condensed Consolidated Financial Statement for the twelve months of 201 I .

General Aleirdas PaZemeckas

Dalia Geciene
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Balance sheets

ASSETS

Non-current assets

Intangible assets

Property, plant and equipment

Investment property

Availabb - for - sale investments

Investments into subsidiaries

Non-cunent receivables

Deferred income tax asset

Group
As ol 31

Decembe.2011
As of 3l

December 2010

4'13

71,613

u,ou,
2.287

ZJ

4

3,760
'r.605

Total non-current assets 79,386 70,749

Cunent assets
Inventories

Prepayments

Trade receivables

Receivables from subsidiaries

Receivables ftom other related parties

Other receivables

Deposits

Cash and cash equivalents

90,486

588

29,073

5,942

9.556

62,081

u1
JO,ZOC

6,g2
5,000

8.766

Total assets 222,388 190,043
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Balance sheets (cont'd)

LIABILITIES AND SHAREHOLDERS' EQUITY

Equity attributable to equity holdeB ot the parcnt

Share capital

Legal reserve

Other reserves

Retained earnings

Minority Interest

Group
As of 3l As of 31

December 2011 December 2010

48,375 48,375

4,838
't7,997

4,838

10,000

56.182 56.842

127,392

1,955

120,055

1,840

Total shareholders' equlty 129,347 't 21,895

Non-curent llabllltles
Grants received

Long-term loans from related parties
2,247 2,678

2,885 8,838

Financial lease obligations 3,2U 6,575

Liabilities arising from deferred profit tax 977 7U
Other current liabilities 1,658 1,879

Total non-cunent liabilities 11,031 20,7il

Current liabllitles

Current Dortion of non-current loans

Current portion of non-current financial lease obligations

Trade payables

Payables to subsidiaries

Payables to other related parties

Income iax payable

32,502
4,O27

28,671

1.088

1,670

4,673

25,652_

2,822

Other current liabilities '15,720 12,578

Total cur€nt liabilities 82,010 47,394

Total liabilities and shareholdeE' equity 222,388 190,043
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lncomo 3tatements

Sal6s

Cost of sales

Gro.. prcfit
Op€rating sxp€n66
Oth6r op€raling income, net

Ptpllt from opereffone
Financial and inveslment aclivitles

Ptofit bcfoo Incorne tax
lncome tax

ot p|rftt

9r,848 E9,555

(80,339) (65,144)

21J47 ?2,053

(15,779) (5,44n

Grcup Grcup
Ar of31 A. of 3l

Dccember D.c.mbor 0l Ocbber 2011 - Ol Gob.r 2010 .
2011 2010 3l Docombor 20ll 3l lfscombrr 21110

19,.424 ll33,@2 121,911 r 18,463
(402,580) (3.14,136) (100,724 @5,810)

(6s5) (1,531) (1,050) (603)

10,852 22,880

(2871 215

'+,358 12,603

( 216)

10,565 23,095 1,112 12,523
(610) (3,773) 1,600 (2,722)

9,955 19,322 5,712 9.801

(80)
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Sfafements of changes in equity

Grouo Attributable to shareholders of the Company

Share Legal REtained Minority
capital reserve Reserves earninqs Total interest Total

Balance as of 3l
December 2009 48,375 4,838 - 50,465 103,678 2,626 106,304

Oividends, tantie-
mes paid

Liquidation of
subsidiaries

Reserve for one's

shares formation

Net profit for the
year

Oividends paid

Reserves for
tantiemes

Reservesfor one,s
shares formation

Net prolit for the
year

Balance as of 3l
December 2010 48,375 4,838 10,000 56,E42 '120,055 1,840 121,695

(2,462\ (2,462) - (2,462)

(385) (385) (884) (1,268)

10,000 (10,000)

- 19,225 19,225 97 19,322

(2,500) (2,500) - (2,500)

3,000 (3,000)

4,997 (5,000) (3) (3)

9,840 9,840 115 9,955

Balance as of 31
December 2011 48,375 4,838 17,997 56,182 127,392 1,955 129,347
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Cash flow statements

Cash flows from (to) operating activities

Net profit

Adjustments for non-cash iiems:

0eDreciation and amortizalion

Amortization of grants received

(Profit) loss from disposal and write-offs of property,
plant and equipment and intangible assets
Result from tinancial and investment activities

Decrease( increase ) values of receivables

Decrease( increase) values of long property

Decrease ( increase ) values of invenlories, production

lmDairment of receivables

Income tax expenses

Liquidation loss from subsidiaries

Changes in working capital:

Oecrease in invenlories
(lncrease of) Receivables

Decrease in prepayments and other current assets

Decrease in other receivables

Increase in trade payables, payables to related parties
and payables to subsidiaries
Interest ( paid )
Income tax (paid)

Increase (decrease) in other current liabilities

Net cash flows from operating activities

Cash flows from (to) investing activities
(Acquisition) of property, plant and equipment and intangible assets

Disposal of property, plant and equipmenl

Proceeds from sales of inveslments, shares

Repayment of loans granted

Loans (granted)

lnterest received

Net cash flows (to) investing activities

(Cont'd on the next page)

(29,2s41 (7,5711

Group

As of 3l
December 20ll

As of 31
Oecember

2010

17,536

(978)

(2e3)

(866)

54
(6)

4,267

1,097

19,322

18,802

('t,174)

(88)

(6)

103
't4

1,572

3,688
(103)

30,766

(32,672)

(143)

52

1 ,138

4,989
(686)

(2,742)

3,774

42,130

(24,2't0)

(6,906)

(187)

(3,512)

6,038
(486)

(3,331)

3,02'l

4,476 r2,558

(24,587)

708

(13)

2,938

(8,752)

452

(6,963)

573

(10)

2,162
(3,629)

297
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Cash flow statements (cont'd)

Calh flow. trom (iol frnanclng actvlger
Divktends , tanti6m$ , and othots (paid)

Cash, (fan8ftfied) duing l€organization

Loens r$iv€d
(Repaymsnt) of loans

Finandal l€as€ (paytnonts)

Sponsorship Received

Olher rewnue from finamial adivities

l|3t c..h frowt (!o) frmncl.l .c6vld€.

€t Inc|taso (d€cr€a3e) In oash and oarh oqutyalentl

c..h md c..h cqulvrl.ntr .t th. bcglnnlng ot thr y.rr
Cr.h .nd c..h cquhnlen!. .t the ond of the yeer

A. ot 31 Ar of 3l
December20ll D,.c€mb.r2010

Group

(4,800)

3S,AtO

(12,025)

(2,370)
g7

e,442')

15,538
(30,062)

(5,108)

i
m.568 122,0111

l+2101 ll7,oz'l

13,766 30,791

9,556 13,766
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Notes to the financial statements

1. General infomation

The Company produces dairy products and sells them in the Lithuanian and foreign markets. The Company has a number of
wholesale departments with storage facilities and transport means in major Lithuanian towns. The Company's shares are traded on
the Current List of the Vilnius Stock Exchanoe.

As of 31 Decembe | 2011 andZOf O tne stlare capital of the Company was LTL 48.375 thousand, which consisled of 48.975
thousand ordinary shares with a normal value of LTL 1 each. All the shares of the Company are issued, subscribed and fully paid.
Subsidiaries did not hold any shares of the Company as of 31 December 2O1O and 31 December 201 'l . In the 2011 year the
Company acquired ils own shares I l ones in 3 000 LTL.

As of 3'l December 201 1 the Group consisted of AB Zemaiti.ios pienas and the following subsidiaries (hereinafter referred to as "the
Group")

Company Registration
address

Ownership
of the
Group

Percentage in
consolida-
tion

:ost of
investmenl

fotal equity
rolding
20't0 12 31

Total
equity
holding
2011 12 31

Main
activities

ABF "Siluies
Rambynas'

Klaipedos 9.3,
Situte,
Lietuva

87,82% 87,82% 10.878 12,87'l 13,814
Cheese
production

ZUK,,Tarpuiiq
Dienas"

Klaipedos Str. 3,
Silute. Lithuania 12'/o '100% 60 437 407

Mitk
collection
services

SlA,,Mui:as
Diens"

Skaislkalnes g.
1.Rioa. Latuiia 32 Vo 4

Retail,
wholesale
trade

According to the Law of Agricultural Cooperatives the ownership of cooperatives should be determined according to the
percentages of sales to a certain company, therefore since ZUK Tarpudiq pienas is performing nearly 100% of their sales to the
Company lhey are considered subsidiaries. ABF ,Silutes Rambynas is considered a subsidiary because AB Zemaitijos Pienas
mntrols its activities and controls more lhan 50% of its shares.

As of 31 December 201 1, the number of employees of the Group was 1491 ( as of 31 December 2O1O - 1552 \.

@

Sales, thousand LTL

Gross profil, thousand LTL

EBITDA, thousand LTL

Currenl ratio ( at the end of the period)

494,426

91,846

28,787

1,744

Book value per share ( at the end ofthe period ) 2,67
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2. Accounting p nciples

The principal accounting policies adopted in preparing the Group's tlnancial statements for the period ended 3'l December 2011
are as follows:

Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted
by the European Union.

Measurement and presentation currencv

The amounts shown in these financial slatemenls are measured in the local currency of the Republic of Lithuania, litas (LTL).
Lithuanian litas is pegged to euro at the rate of 3,4528 litas for 1 euro, and the exchange rates in relation to other currencies are set
daily by the Bank of Lithuania.

Princioles of consolidation

The consolidates financial statements of the Group include AB 2emaitijos pienas and the companies under its control. This mntrol is
normally evidenced when the Group owns, either directly or indirectly, more than 50% of the voting rights of a company's share
capital and/or is able to govern the financial and operating policies of an enterprise so as to benefit from its activities.

A part of equity and net profit, attributable to minority shareholders, are separated from the equity and net profit, attributable to the
shareholders of the Company in the consolidated balance sheets under equity caption and consolidated income slatements
respectively.

The purchase method of accounting is used for acquired businesses.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group obtains control, and continue to
be consolidated unlil the date such control ceases.

Intercompany balances and transactions, including unrealized protlts and losses, are eliminaled on consolidation.

Consolidated financial statements are prepared by using uniform accounting policies for like transactions and other events in similar
circumstances.

lntanoible assets

Intangible assets are measured initially at cost. Intangible assets are recognized if it is probable that future economic benefits lhat
are attributable to the asset will flow to the Group and the Company and the cost of assel can be measured reliably. The Company
and the Group do not have any intangible assets with indefinite useful life, therefore afler inilial recognition intangible recognition
intangible assets are measured at cost less accumulated amortization and any accumulated impairment losses. Intangible assets
are amortized on a straight-line basis over the best estimate of their useful lives. Amortisation expenses of intangible assets are
included into operating expenses.

Propertv . plant and equioment

Property, plant and equipment is stated at cost, excluding the costs of day-to-day servicing, less accumulated depreciation and
accumulated impairment in value. Such cost includes the cost of replacing part of such property, plant and equipment when that cost
is incurred if the asset recognition criteria are met.

Depreciation is computed on a straightline basis over the following estimated useful lives of the assets:

Buildings 20 - 40 years
Machinery and equipment 5 years
Vehicles and other eouioment 4 - 10 vears

The assets residual values, useful lives and methods are reviewed, and adjusted if appropriate, at each financial year end.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benetits are expected from its
use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference belween the net disposal
proceeds and the carrying amount of the asset) is included in the income statement in the year the asset is derecognized.
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Investmenl Drooertv

Investment property of the Group consist of investments in land and buildings that are held to earn rentals, rather than for own use
in the ordinary course of business. Investment property is stated at cost less accumulated depreciation and any accumulated
imDairmenl loses.
Depreciation is computed on a straight-line basis over the estimated useful life of 20-40 years.
Transfers lo or from investment property are made when and only when lhere is an evidence of a change in use.

Inventories

Inventories are valued at the lower of cost or nel realizable value, after impairment evalution for obsolete and slow moving items.
Cost is determined by the first-in, first-out (FIFO) method. The cost offinished goods and work in progress includes the applicable
allocation of fixed and variable overhead costs based on a normal operating c€pacity. Unrealizable invenlory is fully written-off.

Cash and cash eouivalents

Cash includes cash on hand and cash with banks. Cash equivalents are short-term, highly liquid investments that are readily
convertible to know amounts of cash with original maturities of three months or less and that are subject to an insignificant risk of
change in value.
For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand and demand deposits.

Financial assets and financial liabilities

The Group and the Company recognize financial asset on its balance sheet when, and only when, the Group and the Company
become a party to the conlractual provisions of the instrument.

lnvestments

According to IAS 39 Financial lnstruments: Recognition and Measurement financial assets are classilied as either tlnancial assels at
fair value lhrough profil or loss, held{o maturity inveslments, loans and receivables, and available-for-sale financial assets, as
appropriate. All purchases and sales of financial assets are recognized on the trade date. When financial assets are recognized
initially, they are measured at fair value, plus, in the case of investments not at fair value through profit or loss, directly altributable
transaction costs.

Receivables and loans qranted

Loans and receivables are non-derivative financial assets with fixed or determinable payments lhat are not quoted in an active
market. Such assels are carried at amortized cost using the effective interest method. Gains and losses are recognized in income
when the loans and receivables are derecognized or impaired, as well as lhrough the amortization process.

Loans received

Loan costs are exDensed as incurred.
Loans are initially recognized at fair value of proceeds received, less lhe costs of transaction. They are subsequently carried at
amorlized cost, the difference between net proceeds and redemption value being recognized in the net protit or loss over the period
of the loans.

Financial and ooeratino leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangemenl al inception date
of whether the fullillment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a
right to use the asset.

Grants

Grants received as a compensalion for the expenses or unearned income of lhe current or previous reporting period, also, all the
grants, which are not grants related to assets, are considered as grants related to income. The income-related grants are
recognized as used in parts to the extent of the expenses incurred during the reporting period or unearned income to be
compensated by that grant.

The balance of unutilized grants is shown in caption'Grants received'on the balance sheel.
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!Eg!!s ler

Income tax is calculated based on the Lithuanian tax legislation
On the year 2010 and 201 1 the income tax applied to the companies in the Republic of Lithuania is 15%.

Revenue recoqnition

Revenue is recognized when it is probable that the economic benefits associated with the transaction will flow to the enterprise and
the amount of the revenue can be measured reliably. Sales are recognized net of VAT and discounts.
Revenue from sales of goods is recognized when delivery has taken place and transfer of risk and rewards has been completed.

Sales between the Group companies are eliminated in the consolidated income stalement.

Expense recoonition

Expenses are recognized on the basis of accrual and revenue and expense matching principles in the reporting period when the
income related to these expenses was earned, irrespeclive of lhe time the money was spent. In lhose cases when the costs
incurred cannot be directly attributed to the specific income and they will not bring income during the future periods, they are
expensed as incurred.

The amount of expenses is usually accounted as the amount paid or due to be paid, excluding VAT. In those cases when long
period of payment is established and the interest is not distinguished, the amount of expenses is estimated by discounting the
amount of payment using the market interest rate.

Foreion currencies

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of the transaclions. Gains and losses
resulting from the settlement of such transaclions and from the transaction of monetary assets and liabilities denominated in foreign
currencies on lhe balance sheet date are recognized in lhe income statement. Such balances are translated at period-end exchange
rates.

Guarantees

Financial guarantees provided by the Group are initially recognized in the financial statements at fair value, under other liabilities
caption, being premium received. Subsequent to initial recognition, the Group's liability under each guarantee is measured at the
higher of the amortized premium and the best estimate of expenditure required settling any financial obligation arising as a result of
lhe guarantee.

Any increase in the liability relating to financial guarantees is recorded lo the income statement under lmpairment expenses caption.
The premium received is recognized in the income slalement in financial income on a straight-line basis over the life of the
guaramee.

Guarantees represent irrevocable assurances that the Group will make payments in the event when a cuslomer cannot meet its
obligations to third parties

Offsettino

When preparing the financial statements, assets and liabilities, as well as revenue and expenses are not set off, except the cases
when separate standard specifically require such offsetting.

3. Segment intomation

For managemenl purposes the activities of the Group and Company are organized as one major segment - production and selling
of the dairy products (primary segment).Financial information on geographical segments (secondary segment) is presented below:
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Group
A. of3l Ar of 3l

Oscomber Dgcambor
2011 2010

Sales
Lithuania

Olher Ba[ic Stat€s and CIS countrisg
Olher European countrleg

USA

Other

l,lnwn'o,rio6

Rany materials

Finishod goods and work in procEss

Goods br r€8alo

Increasa (decreas€) values of invontodes

5. Lo. ns' rWW ant te rflrs :

2012 m.

2013 m.

2011m.
2015 m.

Tot l Lo.nr on 3l Dsc.mbor 20tl

Loan cunrncy:
Euro

Litas

'194,4,16 4113,692

Group
Ar otSl A! ot 3l

Decambor Decomber
2011 2010

13,227 12.38{i

82,245 51.512
1,964 887

(6,970) (2,703)

$1,'|36 52,081

3l Dscemb€r 20ii

32,502
I,048
1,837

276,59,0

127,063

83,640

2,018

5,11'l

248,985

112,876

63,666

126

8,089

35,387

31 December 2011, outstanding lo.n of tho Grouo ln natbnal and foreign curr€nch! (lhous. LTL):

31 O.combor 201I

29,U2
5,445

35,387

6. Subsequent.vent

Subs€quent wentB waa nol aller was maks consolidated fnancial statements.


