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YESNO
PRINCIPLES/ RECOMMENDATIONS NOT COMMENTARY

APPLICABLE

Principle I: Basic Provisions

The overriding ohjective of a company should be to operate in common interests of all the sharcholders by optimizing over time

shareholder value.

1.I. A company should adopt and makc public the | Yes The portfolio of financial statements and annual {six
company’s development strategy and objectives by clearly months) reports of the company are the main source of
declaring how the company intends to meet the interests of information about the company. The development

its shareholders and optimize shareholder value. strategy and targets of the company are openly
announced during the course of the annual (six months)

reports of the manager as well as discussed during the
course of the ordinary general shareholders’ meeting.
Approved financial statements and reports are published
with the Register of Legal Entities, in the determinate
order fumished to the Securities Commission as well as
AB NASDAQ OMX Vilnius (a new name of AB
“Vilniaus vertybiniy popieriy birza™), as well as placed
on the web pages. In the manner prescribed by the main
shareholder — Ministry of Communication of the
Republic of Lithuania — the company works out the
strategic plans of activities for the period of 3 years and
reports the performance thereof every three months.

1.2. All management bodics of a company should act in | Yes Otherwisc the implementation of strategic objectives is
furtherance of the declared strategic objectives in view of impossible.
the need to oplimize shareholder valuc,

I.3. A company’s supervisory and management bodies | Yes The manager is clected, revoked, as well as dismissed
should act in close co-operation in order to attain maximum from service by the board of the company. The manager
benefit for the company and its sharcholders. in his activities follows the Constitution of the Republic
of Lithuania, Civil Code of the Republic of Lithuania,
Law on Companies and other laws, resolutions of the
Government of the Republic of Lithuania, other legal
acts, Articles of Association of the company, as well as
decisions of the bodies of the company - gencral
shareholders® meeting, supervisory board, and board.
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The board discusses, confirms, analyses, assesses, and
accepts. The supervisory board elects, supervises, gives
suggestions to the board and manager, as well as deals
with the problems relevant to supervision of the
activities of the management bodies of the company.

1.4. A company’s supervisory and management bodies | Yes
should ensure that the rights and intercsts of persons other
than the company’s sharcholders (e.g. employees, creditors,
suppliers, clients, local community), participating in or
connected with the company’s operation. are duly respectcd.

Principle II: The corporate governance framework

The corporate governance framework should ensure the strategic guidance of the company, the effective oversight of the company’s
management bodies, an appropriate balance and distribution of fuactions between the company’s bodies, protection of the
sharcholders' interests.

2.1. Besides obligatory bodies provided for in the Law on | Yes The company complies with this recommendation.
Companies of the Republic of Lithvania — a general Management bodies of the company are the general
sharcholders’ meeting and the chiel executive officer, it is sharcholders’ meecting (supreme body), supervisory
recommended that a company should set up both a collegial board (collegial body performing the supervision of
supervisory body and a cellegial management body. The activities of the company), board {collegial management
setting up of collegial bodies for supervisien and body), as well as manager of the company — director
management facilitates clear separation of management and general {sole management body of the company).

supervisory functions in the company, accountability and
control on the part of the chief executive officer, which, in
its turn, facilitate a more efficient and transparent
management process.

2.2. A collegial management body is responsible for the | Yes The supervisory board is the collegial body performing
strategic management of the company and performs other the supervision of activities of the company.

key functions of corporate governance. A collegial The board is the collegial management body of the
supervisory body is respensible for the effective supervision company,

of the company's management bodies.

2.3. Where a company chooses to form only onc collegial | [rrelevant | Both the supervisory board and the board is constituted
body, it is recommended that it should be a supervisory in the company.

body, ie. the supervisory board. In such a case, the
supervisory board is responsible for the effective monitoring
of the functions performed by the company’s chief
executive oflicer.

2.4, The collegial supervisory body to be clected by the | Yes
general shareholders’ meeting should be set up and should
act in the manner defined in Principles 111 and IV, Where a
company should decide not te sct up a collegial supervisory
body but rather a collegial management body, i.e. the board,
Principles J1T and TV should apply to the board as long as
that does not contradict the essence and purposc of this
body.!

' Provisions of Principles Il and TV are more applicable lo those instances when the general shareholders’ mceting clects the
supervisory board, i.c. a body that is essentially formed to ensure oversight of the company’s board and the chicf exceutive officer and
to represent the company’s shareholders. However, in case the company docs not form the supervisory board but rather the board, most
of the recommendations sel out in Principles (11 and [V become important and applicable to the board as well. Furihermore, it should be
noted that certain recommendations, which are in their essence and nature applicable exclusively to the supervisury board (e.g.
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shareholders” meeting may be a person whose current or
past office constitutes no obstacle to conduct independent
and impartial supervision., Where a company should decide
not to set up a supervisory board but rather the board, it is
recommended that the chairman of the board and chief
executive officer of the company should be a different
person. Former company’s chief executive officer should
not be immediately nominated as the chairman of the
collegial body elected by the general sharcholders’ meeting.
When a company chooses to departure from  these
recommendations, it should furnish information on the
measures it has taken to cnsurc impartiality of the

supervision.

2.5. Company’s management and supervisory bodies should | Yes /| The supervisory board comprises 5 members, the board
comprise such number of beard {executive directors) and | Irrelevant | - 5 members. The company has more than one collegial
supervisory (non-executive directors) board members that body, therefore, such recommended terms as “managing
no individual or small group of individuals can dominate director™, “director consultant” shall not be used.
decision-making on the part of these bodies.”
2.6. Non-executive directors or members of the supervisory | Yes The supervisory board of the company is elected by the
board should be appoinied for specified terms subject to general shareholders’ meeting for the period of 4 ycars.
individual re-election, a1 maximum intervals provided for in The number of tenures of a member of the supervisory
the Lithuanian legislation with a view to ensuring necessary board is unlimited. The general sharcholders meeting
development of professional experience and sulliciently can revoke the cntire supervisory board or single
frequemt reconfirmation of their status. A possibility to members thereof prior to expiration of tenure of the
remove them should also be stipulated however this supervisory board.
procedure should not be easier than the removal procedure The members of the board are elected for the period of 4
for an executive director or a member of the management years by the supervisory board. The number of members
board. and chairman of the board is unlimited. The supervisory
board can revoke the entire board or single members
thereof prior to expiration of their tenure.
2.7. Chairman of the coliegial body elected by the general | Yes The company complies with this recommendation where

implementing the provisions thereof in practice.

management bodies.?

Principle II1: The order of the formation of a collegial body to be elected by a general shareholders’ meeting

The order of the formation a collegial body to be elected by a gencral sharcholders’ meeting should ensure representation of
minority shareholders, accountability of this body te the sharcholders and objective monitoring of the company’s operation and its

formation of the committees), should not be applied to the board, as the competence and [unctions of these bodies according to the Law
on Companies of the Republic of Lithuania (Qfficial Gazette, 2003, No 123-5574) are different. For instance, item 3.1 of the Code
concerning oversight of the managemenl bodies applies fo the extent it concerns the oversight of the chief executive officer of the
company, but not of the board itself; item 4.1 of the Code concerning recommendations lo (he management bodies applies to the extent
it relates to the provision of recommendations to the company’s chief executive officer; item 4.4 of the Code concerning independence
of the collegial body clected by the general meeting from the company’s management bodics is applicd 1o the extent it concerns
independence from the chief executive officer.

? Definitions ‘executive director' and 'non-executive director " are used in cases when a company has only one collegial body.

* Attention should be drawn to the tact that in the siuation where the collegial body elected by the general shareholders’ meeting is the
board, it is natural that being a management body it should ensure oversight not of all management bodies of the company, but only of
the single-person body of management, i.c. the company’s chief executive officer. This note shall apply in respeet of item 3.1 as well,
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3.1. The mechanism of the formation of a collegial body ta
be elected by a general shareholders’ meeting (hereinalter in
this Principle referred 10 as the ‘collegial body’} should
ensure objective and fair monitoring of the company’s
management bodies as well as representation of minority
shareholders.

Yes

The general sharcholders meeting elects the
supervisory board. The representative of the small
shareholders has been elected in the supervisory
board.

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

report.

Yes
Irrelevant

/

In the manner prescribed by the laws the annual report
of the company is worked out and signed by the director
general of the cempany as well as discussed and
approved by the board of the company.

The Ministry of Communication of the Republic of
Lithuania - the main owner of the shares of the
company (56,66 % shares) — represents the state as per
the Rules of representation of the state in stock
companies and joint-stock companies, approved by the
Order of the Minister of Communication of the Republic
of Lithuania No. 3-244 dated 30 June 2008, providing
for the reguirements, duties, and liability of the
candidates to the members of the supervisory board,
beard, and manager’s office of the company, raised by
the owner of shares.

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

the collegial body.

Yes / No

The candidates to the elected bodies assume the
obligation to notify the electing body of where and what
office he/she holds, how his/her other activities are
related to the company and other legal entities related to
the company. The members of the supervisory board of
the company are elected by the general shareholders’
meeting, the supervisory board elects the members of
the board, the board elects the manager of the company.
The manager of the company — the director general -
according to the competence, ascribed by the law,
assumes responsibility for the preparation of the annual
report, works out and signs the same. See Clauses 3.2
and 3.10.

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

Yes
Irrelevant

/

The main portfolio of the company is owned by the
state, represented by the Ministry of Communication of
the Republic of Lithuania (56,66 %), and number of
shares (4,78 %) belongs to the State Enterprise State
Property Fund. The personnel of the Ministry of
Communication of the Republic of Lithuania comprise
the supervisery board as well as the majority of the
board {4/5). Recommendations to form the committees
according to their essence and nature are solely related
to the supervisory board, and they are not applicable to
the board of the company, the purpose and functions
whereof are different within the framework of the Law
on Companies.
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3.5. All new members of the collegial body should be | Yes
offered a tailored program focused on introducing a member
with his/her duties, corporate organization and activities.
The collegial body should conduct an annual review to
identify fields where its members need to update their skills

and knowledge.
3.6, In order to ensure that all material conflicts of interest | Yes The small shareholders have their representative in
related with a member of the collegial body are resolved the supervisory board.

properly, the collegial body should comprise a sufficient’
number of independenlS members.

* The Code does not provide lor a concrete number of Independent members to comprise a collegial body. Many codes in [oreign
countries fix a concrete number of independent members (e.g. at least 173 or 142 of the members of the collegial body) 1o comprise the
collegial body. However, having regard to the novelty of the institution of independent members in Lithuania and potential problems in
finding and electing a concrete number of independent members, the Code provides for a more flexible wording and allows the
companies themsclves to decide whal number of independent members is sulficient. Of course, a larger number of independent
members in a collegial body is encouraged and will constitule an example of more suitable corporate governance.

¥ 1t is notable that in some companies all members of the collegial body may, due to & very small number of minority sharehalders, be
clected by the votes of the majority shareholder or a few major shareholders. But even a member of the collegial body elected by the
majority shareholders may be considered independent it hefshe meets the independence criteria set out in the Code,
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3.7. A member of the collegial body should be considered to
be independent only if he is free of any business, fumily or
other relationship with the company, its controlling
sharcholder or the management of either, that creates a
conflict of interest such as to impair his judgment. Since all
cases when member of the collegial body is likely to
become dependant are impossible to list, moreover,
relationships  and  circumstances  associaled with  the
determination of independence may vary amongst
companics and the best practices of solving this problem are
vet to evolve in the course of time, asscssment of
independence of a member of the collegial hody should be
based on the contents of the relationship and cirgumstances
rather than their form. The key crileria for identifying
whether a member of the collegial body can be considered
to be independent are the following:

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

2) He/she is not an employee of the company or some
any company and has not been such during the
last three years, except for cases when a member
of the collegial body docs not belong to the senior
management and was elected to the collegial body
as a representative of the emplovees;

3) Hesshe is not receiving or has been not receiving
signilicant  addilional remuneration from the
company or associated company other than
remuneration for the office in the collegial body.
Such additional includes
participation in share options or some other

remuneration

performance based pay systems; it docs not
include compensation payments for the previous
office in the company (provided that such
payment is no way related with later position) as
per pension plans (inclusive of  deferred

compensations);

4y Hefshe is not a controlling sharcholder or
representative of such sharcholder (control as
defined in thc Council Dircctive 83/34%/EEC
Article 1 Part 1);

5} He/she docs not have and did not have any material
business relations with the company or associated
company within the past vear directly or as a
pariner, shareholder, director or superior
employee of the subject having such relationship.
A subject 15 considered to have business relations
when it is a major supplicr or scrvice provider
(inclusive of financial, legal. counseling and
consulting services), major client or organization

Yes

The main portfelio of the company is owned by the
state, represented by the Ministry of Communication of
the Republic of Lithuania (56,66 %), and number of
shares (4,78 %) belongs to the State Enterprise State
Property Fund. The personnel of the Ministry of
Communication of the Republic of Lithuania comprise
the supervisory board as weil as the majority of the
board (4/5). The members of the supervisory board and
board do not have any business relations with the
company. The company does not have any other
information. In accordance with the Ministry of
Communication of the Republic of Lithuania code
requirements the members of collegial bodies
must be independent.
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receiving significant payments from the company
or its group;

6) He/she is not and has not been, during the last three
years, partner or employee of the current or
former external audit company of the company or

associated company;

73 Hefshe is not an executive director or member of the
board in some other company where executive
dircctor of the company or member of the board
(it a collegial body clected by the gencral
shareholders’ meeting is the supervisory board) is
non-gxecutive  director  or  member  of  the
supervisory board, he/she may not also have any
other material relationships with exccutive
directors of the company that arise from their
participation in activities of other companies or
bodies;

8) He/she has not been in the position of a member of
the collegial body for over than 12 years;

9} He/she is nol a close relative to an executive dircctor
or member of the board (if a collegial body
clected by the general shareholders’ meeting is the
supervisory board) or to any person listed in
above items 1 to 8. Close relative is considercd to
be a spouse (common-law spouse), children and
parents.

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

Yes

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

Yes/ No

See Clause 3.7.
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3.10. When one or more criteria of independence set out in | Yes The main portfolio of the company is owned by the
this Code has nol been met throughout the vyear, the state, represented by the Ministry of Communication of
company should disclose its reasons for considering a the Republic of Lithuania (56,66 %), and number of
particular member of the collegial body to be independent. shares (4,78 %} belongs to the State Enterprise State
To ensure accuracy of the information disclosed in relation Property Fund. The personnel of the Ministry of
with the independence of the members of the collegial body, Communication of the Republic of Lithuania comprise
the company should require independent members to have the supervisory board as well as the majority of the
their independence periodicaily re-confirmed. board (4/5). The members of collegial body shall
meet independent criterions requirements
L expressed by words. _
3.11. In order to remunerate members of a collegial body for | No This requirement is not applied to the Ministry of
their work and participation in the mcctings of the collcgial Communication of the Republic of Lithuania code
body, they may be remunerated from the company’s funds.®. certified company.
The general shareholders’ meeting should approve the
amount of such remuneration.

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

The corporate governance framework should ensure proper and effective functioning of the collegial body clected by the general
sharcholders’ meeting, and the powers granted te the collegial body should ensure effective monitoring’ of the company’s
management bodies and protection of interests of all the company’s shareholders.

4.1. The collegial body clected by the gencral sharcholders™ | Yes
mecting (hereinafter in this Principle referred to as the
‘collegial body™) should ensure integrity and transparency of
the company’s financial statcments and the control system.
The collegial body should issue recommendations o the
company's management bodies and monitor and control the
company’s management performance.”

Tt is notable that currently it is not yet completely clear, in what form members of the supervisory board or the board may be
remunerated [or their work in these bodics. The Law on Companies of the Republic of Lithuania (Qfficial Gazeste, 2003, No 123-5574)
provides that members of the supervisory board or the board may be remunerated for their work in the supervisory board or the board
by payment of annual bonuses {tantiems) in the manner prescribed by Article 59 of this Law, i.c. from the company’s profit. The
current wording, contrary to the wording effective before 1 January 2004, eliminates the exclusive requirement that annual bonuscs
(tanticms) should be the erndy form of the company’s compensation to members of the supervisory board or the board. So it seems that
the {.aw contains no prohibition to remunerate members ol the supervisory board or the board for their work in other forms, besides
bonuses, although this possibility is not expressly stated cither.
7 See Footnote 3.
¥ Scc Footnote 3. In the event the collegial body elected by the general sharcholders” meeting is the board, it should provide
recommendations to the company’s single-person body of management, i.e. the company’'s chief exceutive officer.
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4.2. Members of the collegial body should act in good faith, | Yes According to the data available in the company, all

with care and responsibility for the benefit and in the members of the supervisory board and board act in good
interests of the company and its sharcholders with duc will in regard to the company, follow the interests of the
regard 1o the inferests of employees and public welfare. company and not their own or of the third persons,
[ndependent members of the collegial body should (a) under trying to keep their independency while taking the
all circumstances maintain independence of their analysis, decisions.

decision-making and actions (b) do not seck and accept any
unjustified privileges that might compromise their
independence, and (c) clearly express their objections
should a member consider that decision of the collegial
body is against the interests of the company. Should a
collegial body have passed decisions independent member
has serious doubts about, the mcember should make adequate
con¢lusions. Should an independent member resign from his
office, he should explain the reasons in a letter addressed 1o
the collegial body or audit committee and, if' necessary,
respective company-not-pertaining body (institution).

4.3. Each member should devote sufficient time and | Yes

The main-—-p_(_)-r;fblio of the company is owned by the

attention to perform his duties as a member of the collegial state, represented by the Ministry of Communication of
body. Fach member of the collegial body should limit other the Republic of Lithuania (56,66 %), and number of
professional  obligations of his (in particular any shares (4,78 %) belongs to the State Enterprise State
directorships held in other companies) in such a manner Property Fund. The personnel of the Ministry of
they do not interfere with proper performance of duties of a Communication of the Republic of Lithuania comprise
member of the collegial body. In the event a member of the the supervisory hoard as well as the majority of the
collegial body should be present in less than a half® of the board (4/5). The company does not have any
megtings of the collegial body throughout the financial yvear information about participation of the members of
of the company, shareholders of the company should be collegial bodies in the mectings, except the members of
notificd. the board.

4.4, Where decisions of a collegial body may have a | Yes
different effect on the company’s shareholders, the collegiat
body should treat all shareholders impartially and fairlly. It
should ensure that shareholders are properly informed on
the company’s affairs, stratcgies, risk management and
resolution of conflicts of interest. The company should have
a clearly established role of members of the collegial body
when communicating with and committing 10 sharcholders.

% 1t is notable that companies can make this requirement more stringent and provide that sharcholders should be informed about tailure
1o participate al the meetings of the collegial body if. for instance. a member of the collegial body participated at less than 2/3 or 3/4 of
the meetings. Such measures, which ensure active participation in the meetings of the collegial body, are encouraged and will constitute
an example of more suilable corporate governance.
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45 It is recommended that tramsactions (except | Irrelevant | This is not a matter of urgent There was no deal.
insignificant ones due to their low value or concluded when
carrying out routing operations in the company under usual
conditions), concluded between the company and its
shareholders, members of the supervisory or managing
bodies or ather natural or legal persons that exert or may
exert influence on the company’s management should be
subject to approval of the collegial body. The decision
concerning approval of such transactions should be deemed
adopted only provided the majority of the independent
members of the collegial body voted for such a decision.

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

company concermned.

" In the event the collegial body elected by the general shareholders’ meeling is the board, the recommendalion concemning ils
independence [rom the company’s management bodics applies to the extent it relates to the independence from the company’s chicf
execulive officer.
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4.7. Activities of the collegial body should be organized in a
manner that independent members of the collegial body
could have major influence in relevant areas where chances
of occurrence of conflicts of interest are very high. Such
arcas t0 be considered as highly relevant are issues of
nomination of company’s directors, determination of
directors” remuneration and control and asscssment of
company’s audit. Therefore when the mentioned issues are
attributable to the competence of the collegial body, it is
recommended that the collegial body should establish
nomination, rcmuncration, and  audit committees'

Companies should ensure that the functions attributable to
the nomination, remuneration, and audit committecs are
carried out. However they may decide to merge these
functions and set up less than three committees. [n such case
a company should explain in detail reasons behind the
selection of altemative approach and how the sclected
approach complies with the objectives set forth for the three
different committees. Should the collegial body of the
company comprise small number of members, the functions
assigned to the three committees may be performed by the
collegial body itself, provided that it meets compaosition
requirements advocated for the committces and that
adequate information is provided in this respect. In such
case provisions of this Code relaling to the committees of
the collegial body (in particular with respect to their role,
operation, and transparency) should apply, where relevant,
te the collegial body as a whole. .

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

Yes

Ye; ; No

The director general — sole management body of the

company — is elected and revoked as well as dismissed
from service by the board of the company, the board of
the company also determines his remuneration, approves
his job description, motivates, and penalizes him.

The board considers and approves the management
structure of the company and job descriptions of the
personnel, as well as such job descriptions, where the
employees are employed by competition.

The director general organizes the day-te-day activitics
of the company, issues procuracies and commissions,
employs and dismisses the employees, concludes and
terminates the employment contracts with them,
motivates and penalizes them. He is also responsible for
organization of the activities of the company as well as
implementation of objectives thereof.

The company works in accordance with the Articles of
Association as well as work regulations of the
supervisory board and beard.

Recommendations to form the committees according to
their essence and nature are solely related to the
supervisory board, and they are not applicable to the
board of the company, the purpose and functions
whereof are different within the framework of the Law
on Companies.

The main portfolio of the company is owned by the
state, represented by the Ministry of Communication of
the Republic of Lithuania (56,66 %), and number of
shares (4,78 %) belongs to the State Enterprise State
Property Fund. The personnel of the Ministry of
Communication of the Republic of Lithuania comprise
the supervisory board as well as the majority of the
board {4/5).

The company has the bodies, specified in the Articles of
Association of the company, the functions whereof are
strictly governed by the laws and standard acts. The
duties of the Audit Committee, provided for in the Law
on Audit of the Republic of Lithuania, are partially
performed by the commission, constituted by the
manager’s order as per the Terms of the tender for
selection of the auditor of Public Company “Lithuanian
Shipping Company™ as of 22/10/2001. The Securities
Commission of the Repubiic of Lithuania and AB
NASDAQ OMX Vilnius have been informed of the
same.

""The Law of the Republic of Lithuania on Audit (Official Gazeite, 2008, No 82-53233) determines that an Audit
Committee shall be formed in each public interest entity (including, but not limited to public companies whose securities
are traded in the regulated market of the Republic of Lithuania and/or any other member state ).
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4.9. Committees established by the collegial body should
normally be composed of at least three members. In
companics with small number of members of the collegial
body, they could exceptionally be composed of two
members. Majority of the members of each committee
should be constituted from independent members of the
collegial body. In cases when the company chooses not to
set up a supervisory board, remuneration and audit
committees should be entirely comprised of non-execulive
directors. Chairmanship and membership of the committees
should be decided with due regard to the need to ensure that
committee membership is refreshed and that undue reliance
is not placed on particular individuals. Chairmanship and
membership of the committees should be decided with due
repard to the need to ensure that committee membership is
refreshed and that undue reliance is not placed on particular
individuals.

Yes {
Irrelevant

See Clauses 3.4., 4.7, 4.8.

4.10. Authority of cach of the committces should be
determined by the collegial body. Committees should
perform their duties in line with authority delegated to them
and inform the collegial body on their activities and
performance on regular basis. Authority of every committes
stipulating the role and rights and duties of the commitice
should be made public al ieast once a year (as part of the
information disclosed by the company annually on its
corporale governance structures and practices). Companies
should also make public annually a statement by existing
committees on their composition, number of meetings and
attendance over the year, and their main activities. Audit
committee should confirm that it is satisfied with the
independence of the audit process and describe briefly the
actions it has taken to reach this conclusion.

Irrelevant

See Clause 3.4., 4.8,

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

[rrelevant

See Clause 3.4., 4.8,
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[ 4.1z Nomination Committee.
4.12.1. Key functions of the nomination committee should
be the following:

» Identify and recommend, for the approval of the coliegial
body, candidates to [ill board vacancies. The nomination
committee should evaluate the balance of skills, knowledge
and experience on the management body, prepare a
description of the roles and capabilitics required to assume a
particular office, and assess the time commitment cxpected.
Nomination committee can also consider candidates to
members of the collegial body delegated by the shareholders
of the company;

+ Assess on regular basis the structure, size, composition
and performance of the supervisory and management
bodies, and make recommendations to the collegial body
regarding the means of achieving necessary changes;

* Assess on regular basis the skills, knowledge and
experience of individual directors and report on (his to the
collegial body;

= Properly consider issues related to succession planning;

* Review the policy of the management bodies for sclection
and appointment of senior management.

4.12.2, Nomination committee should consider proposals by
other parties, including management and sharchelders.
When dealing with issues related to executive directors or
members of the board (if’ a collegial body elecied by the
general shareholders’ meeting is the supervisory board) and
senior management, chief executive oftficer of the company
should be consulted by, and entitled to submit proposals to
the nomination committes.

[rrelevant

Sce Clause 3.4, 4.8‘.“

4.13. Remuneration Committee.

4.13.1. Key functions of the remuncration committee should
be the following:

« Make proposals, for the approval of the collegial body, on
the remuneration policy for members of management bodies
and executive directors. Such policy shouid address all
forms of compensation, including the fixed remuncration,
performance-based  remuncration  schemes,  pension
arrangements, and termination payments.  Proposals
considering performance-based remuneration  schemes
should be accompanied with recommendations on the
related objectives and evaluation criteria, with a view to
properly aligning the pay of executive director and members

the sharcholders and the objectives set by the collegial body;
= Make proposals to the collegial body on the individual
remuneration for exccutive directors and member of
management bodics in order their remunerations are
consistent with company’s remuneration policy and the
evaluation of the performance of thesc persons concerned.
[n doing so, the committee should be properly informed on
the total compensation obtained by executive directors and
members of the management bodies from the affiliated
companics;,

* Ensure that remuneration of individual executive directors
or members of management body is proportionate to the
remuneration of other executive direciors or members of
management body and other staff members of the company;
« Periodically review the remuneration policy for executive
dircotors or members of management body, including the
policy reparding share-based remuneration, and its
implementation;

» Make proposals to the collegial body on suitable forms of

of the management bodies with the long-term interests of

Irrelevant

Remuneration as well as other benefits in the company
are paid to the employees pursuant to the collective
agreement and regulation of wages system of Public
Company “Lithuanian Shipping Company” for the
onshore personnel, description of payment procedure for
the work of the director general, directors, and chief
finangial officer of Public Company “Lithuanian
Shipping Company”, as approved by the board.
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contracts for executive directors and members of the
managemenl bodies;

= Assist the collegial body in overseeing how the company
complies with applicable provisions regarding the
remuncration-related  information disclosure (in particular
the remuncration policy applied and  individual
remuneration of directors);

» Make general recommendations to the executive directors
and members of the management bodics on the level and
structure of remuneration for senior management {as defined
by the collegial body) with regard to the respective
information provided by the executive directors and
members of the management bodies.

4.13.2. With respect to stock options and other share-based
incentives which may be granted (o directors or other
emplovees, the committee should:

+ Consider gencral policy regarding the granting of the
above mentioned schemes, in particular stock options, and
make any related proposals to the collegial body:

= Examine the related information that is given in the
company's annual rcport and documents intended for the
use during the shareholders meeting;

+ Make proposals to the collegial body regarding the choice
between granting oplions 10 subscribe shares or granting
options to purchase shares, specifying the reasons for its
choice as well as the consequences that this choice has.

4,13.3. Upon resolution of the issucs attributable to the
compctence of the remuneration committee, the committee
should at least address the chairman of the collegial body
and/or chief executive officer of the company for their
opinien on the remuncration of other executive dircctors ot

members of the management bodies.

4.13.4. The remuncration committee should repott on the
exercise of its functions to the shareholders and be present
at the annual general meeting for this purpose.

Yes
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4.14. Audit Committce.

4.14.1. Key functions of the audit committee should be the
following:

» Observe the integrity of the financial information provided
by the company, in particular by reviewing the relevance
and consistency of the accounting mcthods used by the
company and its group (including the criteria for the
consolidation of the accounts of companies in the group):

+ At least once a year review the sysiems of internal control
and risk management to ensure that the key risks (inclusive
of the risks in relation with comptiance with cxisting laws
and regulations) are properly identificd, managed and
reflected in the information provided;

* Ensure the efficiency of the internal audit function, among
other things, by making recommendations on lhe selection,
appointment, reappointment and removal of the head of the
internal audit department and on the budget of the
department, and by monitoring the responsiveness of the
management to its findings and recommendations. Should
there be no intemmal audit authority in the company, the need
tor one should be reviewed at least annually;

+ Make recommendations to the collegial body related with
selection, appointment, reappointment and removal of the
external auditor (to be done by the general sharcholders’
meetingy and with the terms and conditions of his
engagement, The committec should investigate sifuations
that lead to a resignation of the audit company or auditor
and make recommendations on required actions in such
situations;

= Monitor independence and impartiality of the external
auditor, in particular by reviewing the audit company’s
compliance with applicable guidance relating to the rotation
of audit partners, the level of fees paid by the company, and
similar issues. ln order to prevent occurrence of material
conflicts of interest, the committee, based on the auditor’s
disclosed inter alia data on all remuncrations paid by the
company to the auditor and network, should at all times
monitor nature and extent of ihe non-audit services. Having
regard to the principals and guidelines established in the 16
May 2002 Commission Recommendation 2002/590/EC, the
commitiee should determine and apply a formal policy
establishing tvpes of non-audit services that are (a)
excluded. (b) permissible only afler review by the
committee, and {¢) permissible without referral to the
committeg;

= Review efficiency of the cxternal audit process and
responsiveness of management to recommendations made in
the external auditor’s management letter.

4.14.2. All members of the committce should be furnished
with complete information on particulars of accounting,
financial and other operations of the company. Company’s
management should inform (he audit committee of the
methods used to account for significant and unusual
transactions where the accounting treatment may be open to
different approaches. In such case a special consideration
should be given to company’s operations in offshore centers
and/for activities carried out through special purposc vehicles
{organizations) and justification of such operations.

4.143. The audit committee should decide whether
participation of the chairman of the collegial body, chicf
cxecutive officer of the company, chief financial officer (or
superior employees in charge ol finances, treasury and
accounting)., or internal and external aoditors in the
meetings of the committee is required {if required, when).

Frrelevant

See Clause 4.8.
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