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Independent auditor’s report to the shareholders of AB
Panevézio Statybos Trestas

We have audited the accompanying consolidated financial statements of AB PanevéZio Statybos
Trestas (hereinafter the Company) and its subsidiaries (hereinafter the Group), which comprise
the consolidated balance sheet as at 31 December 2007, the consolidated income statement, the
consolidated statement of changes in equity and the consolidated cash flow statement for the
year then ended, a summary of significant accounting policies and other explanatory notes, as
set out on pages 5-27.

Management’s responsibility for the financial statemenis
g I

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as adopted
by the European Union. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of the 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

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with International Standards on Auditing.
Those Standards require that we comply with relevant ethical requirements, plan and perform
the audit to obtain reasonable assurance whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatements of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall presentation of
the financial statements,

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

Opinion

In our opinion, the accompanying consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2007, and of its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the European Union.
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Report on legal and other regulatory requirements

Furthermore, we have read the consolidated annual report for the year 2007 set out on pages
28-78 of the consolidated financial statements and have not identified any material
inconsistencies between the financial information included in the consolidated annual report and
the consolidated financial statements for the year 2007.

Vilnius, § April 2008
KPMG Baltics, UAB

- lQ —— Ofedine,

Leif Rehe Hdnsen Vilmantas Karalius
Partner ACCA and Lithuanian
Certified Auditor
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Confirmation of the Company’s responsible employees

To:  The Securities Commission of the Republic of Lithuania
Konstitucijos 23, LT-08105 Vilnius

Vilnius Stock Exchange
Konstitucijos 7, 1511, LT-08105 Vilnius

This confirmation of responsible employees concerning the audited consolidated financial
statements of AB PanevéZio Statybos Trestas and its subsidiaries (hereinafter the Group) for the
year 2008 and the annual report is presented in accordance with the regulations for preparation
and presentation of periodical additional information as adopted by the Law on the Securities on
18 January 2007 and by the decision of the Securities Commission of the Republic of Lithuania
Ne. i1 K-3 dated 23 February 2007,

We confirm that, as to our knowledge, the presented consolidated financial statements, which
have been prepared in accordance with Internationat Financial Reporting Standards as adopted
by the European Union, give a true and fair view of the Group’s consolidated assets,
consolidated liabifities, consolidated financial position and its consolidated result. The annual
report fairly states the review of business development and activities, the Group’s position and
the description of main risks and uncertainties.

AB Panevézio Statybos Trestas AB PanevéZio Statybos Trestas
Managing Director Finance Director
Dalius Gesevidius Dalé Bernotaitiené
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AB Panevétio Statybos Trestas
Consolidated financial statements for the year 2007

Entity’s code: 147732969 Approved on
Address: P. Puzino 1, LT-35173 PanevéZys . Minutes No.

Consolidated balance sheet as at 31 December

In Litas

Note 2007 2006
ASSETS
Non-current asscts
Property, plant and equipment 13 27,197,687 22,685,674
Intangible assets 14 1,495,343 1,755,257
Other investments and long-term receivables 15 748,505 389,967
Deferred tax assets 12 2,077,560 2,177,297
Total non-current assets 31,519,095 27,008,195
Current assets
Inventories 16 80,744,785 81,602,125
Trade receivabies 17 117,378,072 61,001,088
Prepayments for current assets i8 2,581,874 33,436,989
Other assets 18 2,334,829 2,066,939
Cash and cash equivalents 19 44,609,512 32,891,037
Total current assets 247,649,072 210,998,178
TOTAL ASSETS 279,168,167 238,006,373

The notes on pages 10-27 are an integral part of these consolidated financial statements,

Managing Director Dalius Gesevicius




AR Panevéiio Statybos Trestas
Consolidated financial statements for the year 2007

Entity's code: 147732969 Approved on
Address: P, Puzino 1, LT-35173 Pancveéiys Minutes No.

Consolidated balance sheet as at 31 December

In Litas

Note 2007 2006
EQUITY AND LIABILITIES
Equity
Share capital 20 16,350,000 16,350,000
Reserves 20 5,401,308 5,410,124
Retained earnings 53,820,670 27,376,954
Total equity attributable to equity holders of the Company 75,571,978 49,137,078
Minority interest 7,869,553 4,692,136
Total equity 83,441,531 53,829,214
Non-current liabilities
Loans and borrowings 22 49,841,995 50,916,748
Warranty provision 1,265,486 291,194
Deferred tax labilities 12 641,700 1,018,308
TFotal non-current liabilitics 51,749,181 52,226,250
Current liabilities
Loans and borrowings 22 3,323,435 14,528,260
Trade payables 66,260,161 50,446,870
Prepayments received 45,928,684 46,592,393
Current tax payable 4,502,537 3,699.513
Other liabilities 23 23,962,638 16,683,873
Total current liabilities 143,977,455 131,950,909
Total liabilities 195,726,636 184,177,159
TOTAL EQUITY AND LIABILITIES 279,168,167 238,006,373

The notes on pages 10-27 are an integral part of these censolidated financial statements,

Managing Director Dalius Gesevigius



Entity's code: 147732969

Address: P. Puzino 1, LT-35173 Paneveiys

AB Panevégio Statybos Trestas
Consolidated financial statements for the year 2007

Approved on
Minutes No.

Consolidated income statement for the year ended 31 December

In Litas

Revenue
Cost of sales

Gross profit

Other income

Sales expenses
Administrative expenses
Other expenses

Resull from operating activities

Finance income
Finance expenses

Profit before income tax
Income tax expense

Profit for the year
Attributable to:

Equity holders of the Company
Minority interest

Profit for the period

Basic and diluted earnings per share

The notes on pages 10-27 are an integral part of these consolidated financial statements.

Managing Director

Dalius Gesevidius

Nole

LA
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2007 2006
516,975,858 339,512,297
(445,027,091)  (296,836,915)
_ 71,948,767 42,675,382

563,604 69,038
(673,455) (946,274)
(30,058,455)  (22,688,183)
(738,956) (493,341
41,041,505 18,616,622
772,941 416,447
(3392,997)  (1,908,611)
38,421,449 17,124,458
(7,890,817} (3,649,705)
30,530,632 13,474,753
29,103,015 14,251,228
1,427,617 (776,475)
30,530,632 13,474,753
1.78 0.87
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Entity's code: 147732969
Address: P, Puzino 1, LT-33173 PanevéZys

AB Panevéiio Statybos Trestas
Consolidated financial statements for the year 2007

Approved on
Minutes No.

Consolidated cash flow statement for the year ended 31 December

In Litas

Cash flow from operating activities
Profit for the period

Adjustments for:

Depreciation and amortization
Income tax expense

Change in inventories

Change in trade receivables

Change in prepayments

Change in other assels

Change in frade payables

Change in prepayments received
Change in provisions and other liabiiities

Income tax paid
Elimination of results from financial and investing activities

Net cash from operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of investments

Loans issued

Loans recovered

Dividends and interest received

Net cash used in investing activities

Cash flows from financing activities
Cash paid by minority interest
Dividends paid

Proceeds from loans and berrowings
Repayment of loans and borrowings
Payment of finance lease liabilities
Interest paid

Net cash from (used in) financing activities

Net increase in eash and cash equivalents
Cash and cash equivalents at | January

Cash and cash equivalents at 31 December

The notes on pages 10-27 are an integral part of these consolidated financial statements.

Managing Director Dalius Geseviius

2007 2006
30,530,632 13,474,753
5,197,308 3,755,564
7,890,817 3,649,705
43,618,757 20,880,022
857,340 {(61,184,451)
(56,376,984) (39 135,275)
30,855,115 (30,632,933)
(188,661 1,220,986
15,813,291 32,014,783
(663,709) 23,677,617
7,957,041 6,907,845
41,872,190 (46,251,406)
(7,364,664) (2,883,083}
(1,194,114) 6,395,766
33,313,412 (42,738,723)
(4,189,106)  (4,007,824)
78,480 83,326
(0} (356,309)
(8,117,437 (3,000)
7,679,670 0
605,877 70,773
(3,942,516)  (4,213,034)
1,749,800 0
(2,964,131) (6,928)
10,210,723 56,087,243
(20,029,442) (0)
(3,367,217) (2,470,089}
(3,252,154)  (1,681,460)
(17,652,421) 51,928,766
11,718,475 4,977,009
12,891,037 27,914,028
44,609,512 32,891,037
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AB Panevéiio Statybos Trestas
Consolidated financial statemenis for the year 20007

Notes to the consolidated financial statements

Reporting entity

AB Panevezio Statybos Trestas (hereinafter the Company) was established in 1957, The entity’s
code is 147732969 and it is registered at P. Puzino |, LT-35173 PanevéZys. These consolidated
financial statements comprise the Company and its subsidiaties (hereinafter the Group). The
Group primarily is involved in the construction of buiidings, constructions, other Tacilities and
networks, as well as real estate development in Lithuania and abroad.

Basis of preparation

Statement of compliance

The consolidated financial statements have been prepared in accordance with International
Firancial Reporting Standards as adopted by the European Union (hereinafter IFRSs).

Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for
revalued land and buildings.

Functional and presentation currency

The consolidated financial statements are presented in national currency Litas, which is the
Group’s functional currency.

Use of estimates and judgments

The preparation of consolidated financial statements in conformity with IFRSs requires
management 1o make judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and labilities, income and expenses.
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future periods affected.

Significant accounting policics

The accounting policies set out below have been applied consistently to all periods presented in
these consolidated financial statements. Certain comparative amounts have been reclassified to
conform to the current year's presentation.



AB Panevéiio Statyboys Trestas
Consolidated financial statements for the year 2007

Basis of consolidation

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power
to govern the financial and operating policies of an enlity so as to obtain benefits from its
activities. In assessing control, potential voting rights that currently are exercisable are taken
into account. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control ceases. The
accounting policies of subsidiaries have been changed when necessary to align them with the
pelicies adopted by the Group.

Intra-group balances and transactions, and any unrealized income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated {inancial statements.

Foreign currency

Transactions in foreign currencies are translated to the functional currency at exchange rates
ruling at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the exchange rate
ruling at that date. The foreign currency gain or loss is recognized in profit or loss.

Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other rececivables, cash and cash
equivalents, loans and borrowings, and trade and other payables. The Group has no available-
for-sale financial assets and financial assets at fair value through profit or loss.

Non-derivative financial instruments are recognized initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition, held-to-maturity investments
and other non-derivative financial instruments are measured at amortized cost using the
effective interest method, less any impairment losses,

Dertvative financial instruments

The Group has no derivative financial instruments.

Property, plant and equipment

Items of property, plant and equipment except for land and buildings are measured at cost less
accumulated depreciation and accumulated impairment losses. Land and buildings are measured
at fair value with any surplus arising on the revaluation recognized directly in a revaluation
reserve within equity and with any deficit on a revaluation recognized in profit or loss.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labor, any other costs directly
atiributable to bringing the asset to a working condition for its intended use, and the costs of
dismantling and removing the items and restoring the site on which they are located. Borrowing
costs related to qualifying assets arc recognized in profit or loss as incurred.



AB Panevéfio Statybos Trestas
Consolidated financial statements for the year 2007

The fair value of land and buildings is based on market values.

When parts of an item of property, plant and equipment have different uscful lives, they are
accounted for as separale items (major components) of property, plant and equipment.

The cost of replacing part of an item of property, plant and equipment is recognized in the
carrying amount of the item if it is probable that the future economic benefits embodied within
the part will flow to the Group and its cost can be measured reliably. The carrying amount of the
replaced part is derecognized. The costs of the day-to-day servicing of property, plant and
equipment are recognized in profit or foss as incurred.

Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment. Leased assets are depreciated
over the shorter of the lease term and their useful lives unless it is reasonably certain that the
Group will obtain ownership by the end of the lease term. The estimated useful lives are
disclosed in note 13. Land is not depreciated.

Depreciation methods, useful lives and residual values are reviewed at each reporting date.

Gains and losses on disposal are determined by comparing the proceeds from disposal with the
carrying amount of property, plant and equipment and are recognized net within other income in
profit or loss. When revalued assets are sold, the amounts included in the revaluation surplus
reserve are transferred to retained earnings.

Intangible assets

Goodwill (negative goodwill) arises on the acquisition of subsidiaries and represents the excess
of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities of the acquiree. When the excess is negative (negative
goodwill), it is recognized immediately in profit or loss. Goodwill is measured at cost less
accumulated impairment losses,

Software and other intangible assets, which have finite useful lives, are measured at cost less
accumulated amortization and accumulated impairment losses. Amortization is recognized in
profit or loss on a straight-line basis over the estimated useful lives of intangible assets from the
date that they are available for use. The estimated useful lives are disclosed in note 14.

Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership
are classified as finance leases. Upon initial recognition the leased asset is measured at an
amount equal to the lower of its fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the asset is accounted for in accordance with the
accounting policy applicable to that asset. Other leases are operating leases and the leased assets
are not recognized on the Group’s consolidated balance sheet,

12



AB Panevéfio Statybos Trestas
Consalidated financial staiements for the year 2007

Inventories

Inventories are measured at the lower of cost and net realizable value. The cost of inventories is
based on the first-in first-out principle, and includes expenditure mcurred in acquiring the
inventaries, production or conversion costs and other costs incurred in bringing them to their
existing location and condition. Net realizable value is the estimated selling price in the ordinary
course of business, less the estimated costs of completion and selling expenses.

Construction work in progress

Construction work in progress represents the gross unbilled amount expected 1o be collected
from customers for contract work performed to date. It is measured at cost plus profit recognized
to date less progress billings and recognized losses. Cost includes all expenditure related directly
to specific projects and an allocation of fixed and variable overheads incurred in the Group’s
contract activities based on normal operating capacity.

Construction work in progress is presented as part of trade receivables in the balance sheet, If
payments received from customers exceed the income recognized, then the difference is
presented as deferred income in the consolidated balance sheet.

Impairment of financial assets

A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. An impairment loss in respect of a financial asset measured at
amortized cost is calculated as the difference between its carrying amount, and the present value
of the estimated future cash flows discounted at the original effective interest rate. Impairment
losses are recognized in profit or loss.

An tmpairment loss is reversed if the reversal can be refated objectively to an event occurring
after the impairment loss was recognized. For financial assets measured at amortized cost, the
reversal is recognized in profit or loss.

Impairment of non-financial assets

The carrying amounts of non-financial assets, other than inventories and deferred tax assets, are
reviewed at cach reporting date to determine whether there is any indication of impairment. If
any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and
its fair value less costs to sell. 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 the purpose of
impatrment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets
or groups of assets (the cash-generating unit).



AB Panevéiio Statybos Trestas
Consolidated financial statements for the year 2007

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognized in profit or loss.

Impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Dividends

Dividends are recognized as a liability in the period in which they are declared.

Provisions

A provision is recognized if, as a result of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outfiow of
ceconomic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the Jiability.

A provision for warranties is recognized when the underlying construction services are sold.
The provision is based on historical warranty data and a weighting of all possible outcomes
against their associated probabilities.

Employee benefits

The Group does not have any adopted defined contribution and benefit plans and has no share
based payment schemes. Post employment obligations to employees retired on pension are
borne by the State.

Revenue

Construction contract revenue includes the initial amount agreed in the contract plus any
variations in contract work, claims and incentive payments 1o the extent that it is probable that
they will result in revenue and can be measured reliably. As soon as the outcome of a
construction contract can be estimated reliably, contract revenue and expenses are recognized in
profit or loss in proportion to the stage of completion of the contract.

When the outcome of a construction contract cannot be estimated reliably, contract revenue is
recognized only to the extent of contract costs incurred that are likely to be recoverable. An
expected loss on a contract is recognized immediately in profit or loss.
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Finance income and expenses

Finance income comprises interest income. Interest income is recognized as it accrues in profit
or loss, using the effective interest method. Finance expenses comprise mterest expense. All
borrowing costs are recognized in profit or loss using the effective interest method, Foreign
currency gains and losses are reported on a net basis.

Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognized in
profit or loss except to the extent that it relates to items recognized directly in equity, in which
case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using fax rates
enacted or substantively enacted at the reporting date.

Deferred tax is recognized using the balance sheet method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the
amounts uscd for taxation purposes. Deferred tax is measured at the tax rates that are expected
to be applied to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacied by the reporting date.

A deferred tax asset is recognized to the extent that it is probable that future taxable profits wil
be available against which the temporary difference can be utilized. Deferred tax assels are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realized.

Earnings per share

The Group presents basic and diluted ecarnings per share (EPS) data for its ordinary shares,
Basic EPS is calculated by dividing the profit or loss atiributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the period.
Diluted EPS 1s determined by adjusting the profit or loss attributable to ordinary shareholders
and the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares, such as convertible notes and share options granted to employees.

Segment reporting

No segment reporting is provided in the consolidated financial statements as the Group does not
have reportable segments that would account for 10% or more of the Group’s revenue both in
terms of business and geography.
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Consolidated financiol statements for the year 2007

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effective
for the year ended 31 December 2007, and have not been applied in preparing these
conselidated financial statements:

. Revised IFRS 2 Share-Based Payment clarifies the definition of vesting conditions and
non-vesting conditions. This issue is not relevant to the Group.

» Revised IFRS 3 Business Combinations amends the scope of the Standard and expands
the definition of a business. At present the management considers the impact of the
revised Standards on the consolidated financial statements.

. IFRS 8 Operating Segments requires segment disclosure based on the components of the
entity that management monitors in making decisions about operating matters. At present
the management considers the impact of the Standards on the consolidated financial
statements,

. Revised IAS 1 Presentation of Financial Statements requires information in financial
staternents 1o be aggregated on the basis of shared characteristics and infreduces a
statement of comprehensive income. At present the management congiders the impact of
the revised Standards on the consolidated financial statements.

. Revised IAS 23 Borrowing Costs will require the capitalization of borrowing costs that
relate to assets that take a substantial period of time to get ready for use or sale. At
present the management considers the impact of the revised Standards on the
consolidated financial statements.

. Revised T1AS 27 Consolidated and Separate Financial Statements replaces the term
minority interest by non-controlling interest, and defines it as "the equity in a subsidiary
not atiributable, directly or indirectly, to a parent”. The revised Standard also amends the
accounting for non-controlling inferest, the loss of controf of a subsidiary, and the
allocation of profit or loss and other comprehensive income between the controlling and
non-controlling interest, At present the management considers the impact of the revised
Standards on the consolidated financial statements.

) IFRIC 11 IFRS 2 Group and Treasury Share Transactions requires a share-based payment
arrangement in which an entity receives goods or services as consideration for its own
equity instruments to be accounted for as an equity-settled share-based payment
transaction, regardless of how the equity instruments are obtained. This issue is not
relevant to the Group.

. [FRIC 12 Service Concession Arrangements provides guidance on certain recognition and

measurement issues that arise in accounting for public-to-private service concession
arrangements. This issue is not relevant to the Group.
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. IFRIC 13 Customer Loyalty Programmes addresses the accounting by entities that
operate, or otherwise participate in, customer loyalty programmes for their customers. 1t
relates 1o customer loyalty programmes under which the customer can redeem credits for
awards such as free or discounted goods or services. IFRIC 13 is not expected to have any
impact on the consolidated financial statements.

. [FRIC 14 IAS 19 The Limit on a Defined Benefit Asset, Minimum Funding
Requirements and their Interaction clarifies when refunds or reductions in future
contributions in relation to defined benefit assets should be regarded as available and
provides guidance on the impact of minimum funding requirements on such assets. It also
addresses when a minimum funding requirement might give rise to a liability. The Group
fras not yet determined the potential effect of the interpretation.

Financial risk management

Overview

The Group has exposure to the following risks from its use of financial instruments: credit risk,
liquidity risk and market risk. This note presents information about the Group’s exposure (o
each of these risks, the Group’s obiectives, policies and processes for measuring and managing
risk, and the Group's management of capital. Further quantitative disclosures arc included
throughout these consolidated financial statements.

The Board has overall responsibility for the establishment and oversight of the Group’s risk
management framework, The Group’s risk management policies are established to 1dentify and
analyze the risks faced by the Group, to set appropriate risk limits and controls, and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Group’s activities, The Greup aims to develop a
disciplined and constructive control environment in which all employees understand their roles
and obligations.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
receivables from customers. The Group controls credit risk by credit policies and procedures.
The Group has no significant credit risk concentration.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group’s approach te managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage te the Group’s reputation.

Typically the Group ensures that it has sufficient cash on demand o meet expected operational
expenses, including the servicing of financial obligations; this excludes the potential impact of
extreme circumstances that cannot reasonably be predicted, such as natural disasters.
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Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest
rates wili affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within
acceptable parameters, while optimizing the return.

Currency risk. The Group is exposed to currency risk on sales, purchases and borrowings that
are denominated in a currency other than the functional currency Litas and the Furo, which is
pegged to Litas. As the fransactions are primarily denominated in Litas and the Euro, the risk is
not considered as significant.

Interest rate risk. The Group’s loans and borrowings are subject to variable interest rates linked
to EURIBOR and VILIBGOR. No financial instruments are used to manage the risk. Taking into
consideration the current level of loans and borrowings, the change of interest rate would not
have a material effect.

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The Board monitors the
return on capital and proposes the level of dividends to ordinary shareholders based on the
Group’s financial results and strategic plans. There were no changes in the Group’s approach to
capital management during the year.



Revenue and gross profit

AB Paneveiio Stalybos Trestas
Consolidated financial statements for the year 2007

Year 2007 (in Litas) Construction Real estate Other Total
Revenue 490,214,088 17,000,171 9,761,599 516,975,858
Costs (456,753,289} (9,480,693) {9,698,371)  (475,934,353)
Result from operating activities 33,458,799 7,519,478 63,228 41,041,505
Year 2006 (in Litas) Construction Real estate Other Total
Revenue 330,489,003 457,908 8,565,386 339,512,297
Costs (308,921,449) (3,381,033) (8,593,193)  (320,895,675)
Resuli from operating activities 21,367,554 (2,923,125) (27,807) 18,610,622
Cost of sales

(in Litas) 2007 2006
Sub-contractors 185,010,742 142,433,414
Raw materials and consumables 161,362,044 85,582,522
Personnel 59,311,272 48,486,891
Depreciation 3,882,530 2,640,484
Other costs 3755160,593 i 17,693,604
Total cost of sales 445,027,091 296,836,915
Sales expenses

(in Litas) 2007 2006
Advertising and similar expenses 367,282 563,019
Personnel 236,699 297,506
Other expenses 69,474 85,349
Total sales expenses 673,455 046,274
Administrative expenses

{in Litas} 2007 2006
Personnet 17,314,583 12,809,513
Purchased services for adminisiration purposes 3,307,155 4,905,318
Depreciation 1,043,793 £82,193
Amortization 157,166 104,051
Operating taxes 749,995 498,140
Other expenses 5,485,763 3,488,968
Total administrative expenses 30,058,455 22,688,183
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Personnel expenses
(in Litas)

Wages and salaries

Compulsory social security contributions

Daily and illness allowances

Change i accrued vacation reserve and bonuses

Total personnel expenses

Included into:

Cost of sales
Administrative expenses
Sales expenses

Total personnel expenses

AB Panevéiio Statybos Trestas
Consolidated financial statements for the year 2007

2007 2006
54,639,601 42,658,448
17,000,620 13,267,504

2,311,267 2,072,892

2,911,066 3,595,466
76,862,554 61,594,310
59,311,272 48,486,891
17,314,583 12,809,513
236,699 297,906
76,862,554 61,594,310

Personnel expenses for the year 2007 include wages and salaries to the management amounting
t0 3,779,732 Litas (2,445,970 Litas for the year 2006).

Other income and expenses
(in Litas}

Rent and other income
Gain from disposed non-current assets

Total other income

Depreciation of rented premises and other expenses
Loss from disposed non-current assets

Total other expenses

Total other income and expenses, net

Finance income and expenses
{in Litas)

Interest income
Foreign currency gains
Other income

Total finance income

Interest expenses
Foreign currency losses
Other expenses

Total finance expenses

Total finance income and expenses, net

00

2006
68,869

530,120

33,484 169
563,604 69,038
(732,410) (442,298)
(6,546) (51,043)
(738,956) (493,341)
(175,352) (424,303)

2007 2006
605,877 70,773
0 318,615
167,064 27,059
772,941 416,447
(3,252,154)  (1,656,145)
(65,947) (0)
(74,896) (252,466)
(3,392,997) (1,908,611)
(2,620,056) (1,492,164)
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Income tax
Income tax expense:
{in Litas)

Current tax expense
Change in deferred tax

Total income tax expense

Reconciliation of current tax effective rate:

(in Litas)
Profit before income tax

Income lax at standard tax rate
Effect of permanent differences
Effect of temporary differences

AB Panevéiio Statybos Trestas
Consolidated financial statements for the year 2007

2007 2006
8,167,688 4,907,220
15)
3,649,705

2007 2006

38,421,449 17,124,458
18.0% 6,915,860 19.0% 3,253,047
1.7% 635,986 3.8% 663,946
1.6% 615,842 5.8% 589,027
21.3% 8,167,688 28.6% 4,907,220

The standard income tax rate is set to be 15%. However, a temporary additional tax of 4% for
the year 2006 and 3% for the year 2007 was levied in accordance with the tax legislation. The
temporary additional tax is abolished as of 1 January 2008,

Current tax payable:
(in Litas)

Payable as at 1 January
Calculated current tax for the year
Paid

Payable as at 31 December

Deferred tax:

(in Litas}

Accrued vacation reserve
Accrued bonuses
Warranty provision

Tax losses and other

Total deferved tax assets
Revaluation of land and buildings
Total deferred tax liabilitics

Totat deferred tax, net

2007 2006

3,699,513 1,675,376

8,167,688 4,907,220
(7,364,664) (2,883,083)

4,502,537 3,699,513

2007 2006
Temporary Tempotary

differences Deferred tax differences Deferred tax
7,038,162 1,055,724 5,578,996 1,004,219
3,459,305 518,909 2,007,495 361,349
1,265,486 189,823 291,194 52,415
2,087,360 313,104 5,062,093 759,314
2,__077,560 2,177,297

4,277,999 641,700 6,788,720 1,018,308
641,700 1,018,308

1,435,860 1,158,989
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AB Panevéiio Statpbos Trestas
Consolidated financial statements for the year 2007

Property, plant and equipment (continued)
(in Lilas) 2007 2006

Depreciation included into:

Cost of sales 3,882,530 2,640,484
Administrative expenses 1,043,793 882,193
Other expenses 113,819 128,836
Fotal depreciation 5,040,142 3,651,513

Property, plant and equipment with a net carrying amount of 7,193,427 Litas as at 31 December
2007 are pledged to the banks for the loans (see note 24). At 31 December 2007 the net carrying
amount of leased plant and machinery was 9,848,159 Litas (2006 6,657,771 Litas).

Intangible assets

(in Litas) Goodwill Software Other Total
Cosl

Batance at | January 2006 105,671 209,180 135,925 540,776
Additions 1,339,367 39,626 0 1,578,993
Disposals ®)] {4,957} ) {0 (4,957)
Balance at 1 January 2007 1,645,038 333,849 135,925 2,114,812
Additions 0 419,879 5,931 425810
Disposals (528,556) (16,810) (48,065) (593,431)
Balance at 31 December 2007 1,116,482 736,918 93,791 1,947,191
Amortization/ impairment losses

Batance at | January 2006 167,971 92,489 260,460
Amortization for the year 76,420 27,631 104,051
Disposals (4,936) {0) (4,956)
Impairment 0 0 ¢
Balance at 1 January 2007 239,435 120,120 359,555
Amortization for the year 143,480 13,686 157,166
Disposals {16,809) (48,0064} (64,873)
Impairment 0 0 0
Batance at 31 December 2007 366,100 85,742 451,848
Carrying amounts

At I January 2007 1,645,038 94,4]4_ 15,805 1,755,257
At 31 December 2007 1,116,482 370,812 8,049 1,495,343
Amortization rates (in years) 3 3 3-4

Amortization is included under operating expenses,

Other investments and long-term receivables

Other investments and long-term receivables mainly include issued loans, ete.
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Inventories

(in Litas) 2007 2000
Capitalized costs related to the real estate development 76,481,977 73,622,757
Raw materials and consumables 2,033,757 3,618,173
Wark in progress and finished goods 256,755 390,758
Goods for resale 1,992,699 3,997.478
Write-down to net realizable value (20,403) (27,0413
Total inventories 80,744,785 81,602,125

Capitalized costs related to the real estate development include the acquired land, land rent
rights, real estate and the development costs.

Trade receivables

(in Litas) 2007 2006

Invoiced receivables 111,284,461 59,623,614
Accrued receivables in accordance to the stage of completion 6,961,708 2,103,382
Allowance for bad and doubtful receivables (868,097) (725,908}
Total trade receivables 117,378,072 61,001,088

As at 31 December 2007 trade receivables include retentions of 17,834,294 Litas (11,667,725
Litas as at 31 December 2006) relating to construction contracts in progress.

Prepayments for current assets and other assets

Prepayments for current assets mainly include the prepayments to sub-contractors and suppliers
in connection with the construction contracts in progress. Other assets mainly include prepaid
taxes, deferred expenses, etc,

Cash and cash equivalents

(in Litas) 2007 2006

Cash at bank 44,558,073 32,834,865
Cash at hand 51,439 56,172
Total cash and cash equivalents 44,609,512 32,891,037

Capital and reserves

The Company’s authorized share capital consists of 16,350,000 ordinary shares with a nominal
value of 1 Litas each. There were no changes in the share capital during the year 2007,

24



AB Panevéiio Statybos Trestas
Consolidated flnancial statements for the year 2007

Reserves can be specified as {follows:

(in Litas) 2007 2006

Revaluation reserve 3,636,299 3,780,003
Lepal reserve 1,642,718 1,619,153
Translation reserve 122,291 10,906
Total reserves 5,401,308 5,410,124

The revaluation reserve relates to the revaluation of land and buildings and is equal to the
carrying amount of revaluation less the related deferred tax liability (see note 12).

Legal reserve is a compulsory reserve allocated in accordance to the legislation. An annual

allocation of at least 5% of the net profit is required until the reserve is not less than 10% of the
authorized share capital. The reserve can not be distributed.

Earnings per share

(in Litas) 2007 20006

Net result for the year atiributable to equity holders of the Company 29,103,013 14,251,228
Average number of shares 16,350,000 16,350,000
LEarnings per share 1.78 0.87

Loans and borrowings

(in Litas) 2007 2006

Loans 43,772,574 58,601,080
Finance lease liabilities 9,392,856 6,843,928
Total toans and borrowings 53,165,430 65,445,008
Non-current 49,841,995 50,916,748
Current 3,323,435 14,528,260
Total ioans and borrowings 53,165,430 05,445,008

Loans can be specified as follows:

(in Litas) Inferest rate Maturity 2007 2006

AB DnB NORD Bankas Vilibor+1.05 2008/07 19,911,910 19,718,014
AB Dnl3 NORID Bankas Vilibor+1.00 2008/04 9,815,673 10,953,312
AB SEB Bankas Vilibor+1.10 2008/05 5,338,860 5,293,261
AB SAMPO Bankas Vilibor+1.55 2008/05 4,658,193 4,496,588
AB SEB Bankas Vilibor+1.10 2008/09 3,488,280 2,280,984
AR SEB Bankas Libor+2.60 2008/03 506,732 1,975,347
Physical person 52,926 105,852
Repaid loans 13,777,722
Total loans 43,772,574 58,601,080
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Based on the existing loan agreements with the above specified banks, the loans should be
repaid during the year 2008. However, only the loan from AB SEB Bankas amounting to
506,732 Litas and the loan from physical person amounting to 52,926 Litas as at 31 December
2007 have been presented as current liabilities. At present the management is negotiating with
the banks to prolong the repayment of the remaining loans and hence these loans are presented
as non-current liabilities.

Borrowings include finance lease labilities for the acquired plant and equipment with a net
carrying amount of 9,848,159 Litas as at 31 December 2007.

Finance leasc liabilities are payable as foliows:

Minimum Principal
Year 2007 (in Litas) payments Interest amount
Less than one year 3,127,176 363,399 2,763,777
Between one and five years 7,057,813 428,734 6,629,079
After five vears 0 0 0

10,184,989 792,133 9,392,856

Minimum Principal
Year 20006 (in Litas) payments Interest amount
fess than one year 2,034,584 227,523 2,407 061
Between one and five years 4,639,949 294972 4,344,977
After five years 93,200 1,316 91,890

7,367,739 523,811 6,843,928

Other liabilitics
(in Litas) © 2007 2006
Accrued vacation reserve 7,038,162 5,578,996
Accrued bonuses 3,459,395 2,007,495
Payable salaries and related taxes 5,618,179 4,854,738
Deferred income in accordance to the stage of completion 4,385,954 2,128,402
Other liabilities 3,460,948 2,114242
Total other liahilitics 23,962,638 16,683,873

Off-balance sheet Habiitics

The Banks have issued guarantees amounting to 17,688,930 Litas in connection with the
Group's obligations under the performed construction contracts. The maturity of these
guarantees varies from 23 January 2008 to 12 July 2010. Real estate development with a net
carrying amount of 76,481,977 Litas as at 31 December 2007 (see note 16), property, plant and
equipment with a net carrying amount of 7,193,427 Litas as at 31 December 2007, as well as
cash amounting to 11,157,996 Litas, are pledged o the banks for the loans and guarantees,
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Related party transactions

(in Litas) Type of transaction Amount
Sales during the year 2007;

UAB Constructus Goods and services 1,768,061
AB PanevéZio Keliai Goods and services 517,586
UAB Auk3taitijos Traktas Goods and services 20,190
UAR Zarasy Automobiliy Keliai Goods and services 1,930
Purchases during the year 2007:

AP PanceveZio Kelial Goods and services 11,347,242
UAI AukStaitijos Traktas Goods and services 421,381
UAB Constructus Goods and services 26,087
UAB Zarasy Automebiliy Keliai Goods and services 12,668
UATD Sostinés Gatves Goods and services 225
(in Litas) Amount
Receivables as at 31 December 2007:

UARB Constructus 151,306
Payables as at 31 December 2607:

AP Panevézio Keliai 2,366,821
UAB Aukitaitijos Traktas 473,641
UAB Sostinés Gatves 266

All transactions with related parties have been priced on an arm’s length principle.

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current
transaction between knowledgeable willing parties on an arm’s length transaction, other than in
forced or liquidation sale. Fair values are obtained from quoted market prices, discounted cash
flow models and option pricing models as appropriate.

The fair value of the assets and liabilities reported in the consolidated balance sheet as at 31
December 2007 do not differ significantly from their carrying amounts.

Subsequent events

There were no subsequent events which would have an effect on the consolidated financial
statements or require a disclosure,

Managing Director Dalius Gesevicius
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AB ,PANEVEZIO STATYBOS TRESTAS*
CONSOLIDATED ANNUAL REPORT FOR THE YEAR 2007

1. ACCOUNTABLE PERIOD THE ANNUAL REFPORT IS COVERING

The report is covering the year 2007,

2. ISSUER AND ITS CONTACT DETAILS

Mame of issue

Authorised capital

Domicile address

Telephone

Fax

E-mail

Legal-organisational form
Date and place of registration
Registration No.

Company register code

VAT code of the company
Administrator of the Legal Persons
Register

Website

Public Limited Liability Company ,,Panevézio statybos
trestas™

16 350 000 Litas

P. Puzino g. 1, LT-35173 PanevéZzys, Lithuania

(8~45) 505 503

(8~45) 505 520

Public limited liability company
October 30, 1993, Panevezys City Board
AB 9376

147732969

LT477329610

State Enterprise Centre of Registers

www,pst.lt

3. PRINCIPLE NATURE OF ACTIVITIES OF THE 155UER

The main sphere of activities of the Company and its subsidiaries (Group) is designing and

construction of buildings, structures, equipment and communications and other objects for

various applications/purposes in Lithuania and out of it, real estate development. In addition to

above activities the Company is engaged in lease of premises and mechanisms, resale of utility

and telecommunication services.

4. CONTRACTS WITH INTERMEDIARIES OF PUBLIC TRADING IN SECURITIES

On February 7, 2006 the Agreement No.3792 was signed with the Public limited Liability
Company DnB NORD bankas, located at Basanavi¢iaus g. 26, Vilnius, by which the latter has

been assigned accounting of the issued securities and accounting/record keeping of the personal

security accounts.
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5. DATA ON TRADING IN SECURITIES OF THE ISSUER IN REGULATED MARKETS
The ordinary registered shares of the AB ,,PanevéZio statybos trestas”, total number of 16 350

000, one Litas in nominal value each, have been on the Official trading list of the Vilnius
Securities Exchange (VVPB) on July 13, 2006.

6. FAIR REVIEW OF AN ENTITY‘S POSITION, THE PERFORMANCE AND DEVELOPMENT OF THE
ENTITY®S BUSINESS, DESCRIPTION OF THE PRINCIPAL RISKS AND UNCERTAINTIES THAT IT
FACES

The AB ,Panevézio statybos trestas™ (hereinafter referred toas the Company) continues to
remain one of the biggest construction companies in Lithuania. In 2007 the Company had the
following active branches: ,,Gerbusta® — specialized in construction of engineecring networks and
amenities, and ,,Pastaty apdaila“ — interior and exterior finishing work. These branches conduct
their own accounting, but their assets, liabilities and financial result is included in to the
Company‘s reporting. As the PST scope of work was increasing, the Vilnius branch ,,Genranga*
was established. This branch was registered on September 5, 2007. The Vilnius branch
»Genranga™ 1s engaged on general contracting and project management in the Vilnius region.
This branch took over all the projects previously in development by the PST in the Vilnius
region. The Company has a representative office in Cherepovets and a branch in Kaliningrad.
The activities of said branch and the representative office in the Russian Federation are
construction-erection works. The branch in St.Petersburg was deregistered from the Register of
Legal Persons of Russia on July 19, 2007.

The year 2007 has been very special year for the Company especially due to growth of turnover
and profit. The turnover kept on increasing due to successful completion of large scale projects.
Net profit growth was determined by efficient project management, application of modem
technologies and purchasing of some malerials and equipment in beforehand what allowed to
control the growth of project costs.

The personnel training conducted last year also significantly contributed to the good results of
our activities. In 2007 the Company spent 504 thou.Litas on {raining. In the course of the year
898 employees were improving and upgrading their qualifications, 1.e.69 per cent of the total
number of employees of the Company. Education was partially financed from the EU funds.

The Company has successfully completed and continues working on environmental projects: it is
engaged in several stages of reconstruction of the waste water cleaning facilities in PanevéZys
and BirZai, it is putting to life the waste management projects in Utena and PanevéZys regions.
The experience accrued in the course of implementation of various environmental projects helps

to be competilive in the market and manage the processes more efficiently.
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The Siauliai Sports Arena, completed in 2007 was awarded the gold medal in the ,,Product of the
Year” contest. The company won the tender for building the PaneveZys Universal Sports Arena
and has already begun works there.

During 2007 the designing office ,,PST projektai® was expanding its activities. The total number
of designing engaged staff in designing offices of PanevéZys, Vilnius and Kaunas was 37.
Turnover from designing jobs was 6,1 mio. Litas, including 3,5 mio Litas by ourselves. The
employees of the ,,PST projektai* acted as the principal designers in developing such Company
important projects as the PanevéZys Universal Sports Arena, ~Megrame® plant, block of
commercial and residential buildings BIG2 in Klaipéda, the waste landfills of the PanevéZys and
Utena regions. The package of designing and construction services creates the added value to
customers and significanily contributes to the profitability of our Company activities.

The revenue of the group for 2007 compared against 2006 went up by 52,3 per cent and reached
517 mio.Litas (339,5 mio Litas in 2006). Income of the company grew by 51,3 per cent to 487,3
mio Lt (322 mio Lt in 2006). The consolidated net profit of the company increased 2,2 times to
30 mio.Lt. (13,5 mio.Lt in 2006). The net profit of the company went up by 41 per cent and was
equal to 24,8 mio Lt (17,6 mio Lt in 2006).

In 2007 the company devoted exceptional attention to the quality of the jobs, environmental
issues and labour safety. The company has successfully introduced and maintains the quality
management system LST EN ISO 9001:2001 and the environmental management system LST
EN ISO 14001:2005. Last year the National Accreditation Bureau accredited the construction
laboratory as conforming to the requirements of LST EN ISO/IEC 17025:2005, what gives the
right for the laboratory perform testing of building materials.

The following objects were completed and transferred to customers during the current year:
~ADAX* production facility in PanevéZys, Siauliai Sports Arena, shopping centre ,,Til2¢* in
Siauliai, trade and entertainment centre,,Babilonas 2% in PanevéZys, sports club ,Impuls” in
PaneveZys, thge Bassilian monastery complex in Vilnius. We also completed the second stage of
reconstruction of the PanevéZys waste waster cleaning facility and renovation of the Kedainiai
waste water cleaning facility. The works in process are: ,,Megrame® plant, PaneveéZys Universal
Sports Arena, block of commercial and residential building BIG2 in Klaipéda, waste landfills in
the Utena and PanevéZys regions, renovation of the water supply infrastructure in Ukmergé.
Good results of the company for 2007 were determined by:

» Highly qualified and experienced employees;

* The certificates, licenses and approval, also widely recognised and valued experience;
 Previous experience of building complicated objects;

» Project management start to completion;
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e Flexibility in the market of the designing unit;

* Wide range of activities and geography;

+ Financial stability;

«  Well known and reputable name of the company;

* Opinion of the market players that the company is an experienced developer and contractor
of huge and complicated projects;

« Positive image.

Risk factors related to the activities of the company:

¢ Rising prices of buildings materials and mechanisms;

« Rising prices of energy resources;

+ Rise of labour payment level;

« Shortage of high qualification specialists;

e Increasing competition between construction companies due to negative changes in real

estate market.

7. INFORMATION ABOUT SUBSIDIARIES OF THE COMPANY
As for 31-12-2007 the group of the AB , PanevézZio statybos trestas® companies included the following

companies:
Share
Subsidiaries Type of activities controlled Domicile address
(per cent)
UAB “Skydmedis® Production of wood 100 Pramonés g, §,
constructions Panevézys
Tel.: § 45 583341
UAB *Metalo meistrai* Production of metal 100 Tinkly g. 7, Panevézys
constructions
UAB *Vekada™ Electrical installation works 96 Marijony g. 36,
Panevézys
Tel.: 8 4 5461311
TUB “Vilniaus papédé* Construction works 69 Svitrigailos g. 8,
Vilnius
Tel.:8 5 2609405
UAB *Alinita® Air conditioning equipment 100 Dubysos g. 31,
Klaipeda
Tel.: 8 46 340363
PS Trests SIA Construction 100 Vietalvas 5, Riga
Baltilstroij 000 Construction 100 Sovetskij pr. 43,
Kaliningrad
Tel.: 0074012350435
UAB “PST Investicijos* Real estate development 67 Konstitucijos pr. 7,
Vilnius

Tel.:8 5 2728213
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Subsidiaries of the UAB ,, PST investicijos "

UAB , Ateities projektai® Real estate development and 100 Konstitueijos pr. 7,
sales Vilnius

UAB , Sakalitkes™ Real estate development and 100 Konstitucijos pr. 7,
sales Vilnius

UAB , Kauno erdvé" Real estate development and 100 Konstitucijos pr. 7,
sales Vilnius

UAB ,,Géluzés projektai® Real estate development and 100 Konstitucijos pr. 7,
sales Vilnius

UAB ,,Verkiy projektas* Real estate development and 100 Konstitucijos pr. 7,
sales Vilnius

UAB , Realtus* Real estate development and 100 Konstitucijos pr.7,
sales Vilnius

00O ISK Baltevromarket Construction investment 100 Sovetskij per.43,
company Kaliningradas

UAB ,,Smiltyniy kalvos* Real estate development and 100 Konstitucijos pr.7,
sales Vilnius

The financial statements of the PS Trests SIA and the Baltilstroij OO0 were not consolidated in
the financial reporting of the Group due to their insignificance.

UAB ,,Skydmedis* (company code 148284718) was established and began its activities on 17-
06-1999. The main activities of the company os production and assembly of prefabricated
wooden panel houses. The year 2007 were quite complicated for our company what suggested
review the strategy our the activities. In 207 compared to 2006 the turnover went down by 19,03
per cent. Like in previous years the main buyer of the prefabricated panel houses were foreign
customers: in foreign countries we erected 14 houses, thus in Lithuania only 8. Order form
foreign countries accounted for 61,5 per cent of the income in 2007. Profitability of the houses
produced for foreign markets is higher than the same for the Lithuanian market, 14 and 12 per
cent respectively, however profitability of export is reduced by high administrative expenses.
Nevertheless the Scandinavian and other Nordic countries still remain our priority export market.
At the end of 2007 the UAB ,,Skydmedis" employed 62 people. The authorised capital is divided
into one thousand ordinary shares of 500 Lt nominal value each. The principal shareholder is the
AB “PanevéZio statybos trestas™ holding 100 % of shares.

UAB ,,Metalo meistrai* (company code 148284860) was founded on 16-06-1999 and launched
it activities on 01-07-1999. The company is engaged in fabrication of various metal constructions
and elements, another business line is lease of small scale scaffold. The articles produced by the
company are used in construction of production, commercial and residential objects. In 2007 the
company manufactured 1696 mt of metal constructions and sold 56 mt of metal scrap (total of
1752 mt). The list of bigger sites where we supplied our constructions is: PanevéZys thermo
power station; Trade and entertainment centre at Klaipédos 143A in PanevéZys; expansion of the

milk powder plant in Pasvalys; reconstruction of pigfarm into a grain storage facility in Kédainiy
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region; shopping centre ,, TilZ¢“ in Siauliai; car parts shop with servicing centre in PanevézZys;
plant in Guosty Vill.,, Region of Trakai. Due to good organisation of works, improvement of quality
and efficiency, higher qualification sof the staff the company reached the sales 9297 thou.Lt, i.e. 15,3
% more than in 2006. Net profitability was 5 % . Af the end of 2007 the company employed 51
people.

During the current year the authorised capital of the company has been increased by 418500 Lt
and at the year ending 2007 it was equal to 500000 Lt . The share capital is divided into 1000
ordinary shares of 500 Lt nominal value each. The principal shareholder is the AB “PanevéZio
statybos trestas™ holding 100 % of shares.

UAB ,,Vekada® (company code 147815824) was established on 01-01-1963 and had the name
of ,,Elektros montavimo valdyba* (Electrical installation board), later in 16-05-1994 it was re-
registered as the UAB ,,Vekada®. The main activities of the company are electrical installation
works on subcontracts. At the end of 2007 the company employed 67 people. In 2007 the
revenue ifrom the electrical installation works was 10,094 mio.Lt. (97,8 %) of the total income,
38 thou. Lt. {0,36%) came from designing jobs on direct contracts and 189,2 thou.Lt. (1,84%)
accounted for other income (lease of premises, mechanisms, resale of goods, etc.)

The biggest object of the company were: the thermo power station in PanevéZys, shopping centre
»Panorama® in Vilnius (to be continued next year), UAB ,,Megrame* plant (to be continued next
year). In 2007 the UAB “Vekada” generated 10,321 mio. Lt of income and earned 531,3 thou.Lt
in net profit. The annual turnover compared with 2006 (8,889 mio.Lt) increased by 16,1 %.
During the accounting year the size of the authorised capital and composition of shareholders
underwent no changes, i.e.the authorised capital is 211488 Lt and is divided into 52872 ordinary
shares of 4 It of nominal value each. The principal shareholder is the AB “PanevéZio statybos
trestas” holding 95,6 % of shares, the rest is held by natural persons.

TUB ,,Vilniaus papédé* (company code 12545197) is the general partnership founded in 2000.
The partnership has been founded for the period of building of the Royal Palace and should wind
its activities in 2009. It activities are related exclusively to the Royal Palace. The company does
not generate any notable profit from its activities — it just distributes the expenses and gets
interest paid by banks and this way earns insignificant profit (due to the provisions of the
regulations on taxable profit).

The capital of the company consists of contributions of its founders (total 14500 Lt). The AB
HPanevéZio statybos trestas” contribution is 10000 Lt accounting for 69 per cent, Other founders
are also legal persons.

In 2008 its is planned to allocate 42,50 mio Lt (inclLVAT) into designing, research, and

construction program. During this year all general construction works should be finished, special
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erection, finishing and interior works are to be continued in the southern and western blocks, the
eastern and northern blocks should be prepared for execution of special erection and finishing
work to take place in winter, and the summer period will be spend doing amenities arrangements
in the southern part of the complex.

UAB ,,PST investicijos“ (company code 124665689) was established on December 23, 1998.
The activities of the company include development and sales of real estate. The main shareholder
of the company are the AB ,PanevéZio statybos trestas® (66,83 %) and the AB ,Panevédio
keliai“ (24,68%). The remaining part of the share capital (8,49) belongs to several natural
persons. On June 12, 2007 the authorised capital of the company was increased by 21 099 200
Litas and currently is equal to 37 267 900 Litas. The authorised capital is divided into 372 679
ordinary registered shares 100 Litas nominal value each. As for December 31, 2007 the UAB
»PST investicijos” company group comprised of the parent company UAB “PST investicijos”
and its secondary enterprises: UAB “Realtus”, UAB “Sakaliskés”, UAB “Gelusés projektai”,
UAB “Kauno erdve”, UAB “Smiltyny kalvos”, UAB “Ateities projektai”, UAB “Verkiy
projektas”, OO0 ISK “Baltevromarket”.

The UAB ,,PST investicijos® is taking part in the investment projects itself or via its subsidiaries.
Such organisation of activity (by way of establishing a separate company for a particular project)
has been chosen seeking to get the most accurate results of each project.

The UAB ,,PST investicijos” is in control of the 7.765 sq. m.land plot, located at Se¥kinés g. 4,
Vilnius, and 4.807 kv. m. of the total area is in the ownership of the UAB ,,PST investicijos* ;
appro 2.958 sq. m. part is controlled by the UAB ,,PST investicijos* on sublease rights; on the
land plot 0 9.051 sq. m. held by the UAB ,,PST investicijos* on sublease rights there are two 16-
level residential houses with underground parking. It is planned to build a multifunctional
commercial building on the unoccupied part of the land plot with trade-commercial areas on the
first level and the rest would be made to accommodate offices. The subsidiaries of the company
own land plots in the City and Region of Vilnius, in the Region of Kaunas and Palanga. It is
planned to change the purpose of land use from agricultural to residential, develop detailed plans,
split the land plots to smaller one for residential and private dwellings.

The income of the UAB ,,PST investicijos* enterprise group presented in the Profit (Loss)
account were: revenue from sales of investment into the UAB ,,Audros rimai® — 11 386 660
Litas, revenue from supervision of real estate development projects — 5 613 511 Lt, other
activities — 485 795 Lt, income from financial activities — 1 634 140 Lt. During 2007 the UAB
»PST investicijos* enterprise group earned the profit of 4 077 556 Lt.

During 2008 the UAB ,PST investicijos plans to actively participate in development of the

projects by its subsidiaries. No search for new projects in underway. In 2008 its is expected to
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sell 100 per cent shares of the UAB ,,Verkiy projektas” and 15 per cent shares of the 00O
.Baltevromarket®.

UAB ,Alinita® (company code 141619046) was established on December 8, 1997. The main
activities of the company are design works of ventilation, air-conditioning and mstallation of ventilation,
air-conditioning, heating, internal sewerage, water supply, electricity installation and automation. The
company has effective certificates for implementation of such activities. In 2007, the staff of the
company was 27,

In 2007 the company planned to perform works for Litas 2,600 thou Lt and actually performed for 2,663
thou Lt, including approx.200 thou Lt from subcontracts.

The company began the year 2007 without any ongoing contracts. Difficulties were caused by
competitors who managed to quote unbelievably low prices at various tenders. Only during the
third and fourth quarters the company managed to cover its losses and end the year at a profit.
The authorised capital of the company is 10000 Lt and it is divided into 100 ordinary shares of
100 Lt in nominal value. The AB “PanevéZio statybos trestas” holds 100 % of the shares.

8. ANALYSIS OF FINANCIAL AND NON-FINANCIAL PERFORMANCE, INFORMATIONRELATING
TO ENVIRONMENTAL AND EMPLOYEE MATTERS

The results of the AB ,PanevéZio statybos trestas™ company group and the parent company
during the years 2006 and 2007 ( thou.Lt):

Group Parent company
2007 2006 Items 2007 2006

516,976 339,512 Income 487,261 322,065

445,027 296,837 Cost 432,725 284,527

71,949 42,675 Gross profit 54,536 37,538
Gross profit margin (per

13,92 12,57 cent) 11,19 11,66
Profit before taxes,
interest, depreciation and

46,410 21,632 amortisation EBITDA 35,402 25,189
Net profit margin (per

5,82 3,97 cent) 5,10 547

1,87 0,82 Profit per share (Litas) 1.52 1.08
Return on equity

40,40 27,42 (percent) (ROE) 35,76 37,18
Average return on assets

10,92 5,606 or average profitability 11,55 9,96
of assets (ROA)
Return on investment

22,75 12,74 (ROI) 33,05 34,38

1,71 1,60 Current liquidity ratio 1,19 1,15

5,10 3,29 Book value of a share 4,25 2,90
Ratio of share price and

8,7 18,32 profit (P/E) 10,3 14,00
Ratio of share price and

3,06 4,59 book value (P/BV) 3,67 5,21
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The main revenue from activities as to business segments came from construction — erection
works. The income of the parent company from construction — erection works in 2007 accounted
for 99,2 per cent (in 2006— 99,5 per cent). As to income of the group the construction erection
works in 2007 accounted for 94,8 per cent, real estate — 3,3 per cent, products and other income -
1,9 per cent. In 2006 construction-erection works accounted for 97,3 per cent, real estate 0,1 per

cent and other activities 2,5 per cent of the total income.

Group Parent company
2007 20086 2007 2006

Construction works 490,214 330,49 483,569 320,395
Real estate 17,000 0,458
Products produced 4,791 5,738 01 0

Other 4,971 2,827 3,691 1,670
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Income from main activities as per geographic segments in thou.Lt:

Group Parent company

2007 2006 2007 | 2006
Lithuania 500,317 314,625 474,166 301,627
Russian
Federation 13,085 20,438 13,095 20,438
Germany 0,209 0,278
Scandinavian
countries 3,354 4,171

During 2007 the main activities of the patron company were carried out mainly inside the
country and accounted for 97,3 per cent of the total works executed (in 2006 — 93,7 per cent).
The income generated from the activities inside the country accounted for 96,8 per cent of the
total, in 2006 - 93 per cent.

97,31%
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All financial data in the present annual report have been calculated following the International
Financial Accounting Standards (IFAS) and expressed in the national currency of Lithuanian the
Litas (Lt).

9, IMPORTANT EVENTS HAVING OCCURRED SINCE THE END OF THE PRECEDING FINANCIAL
YEAR

On March 15, 2008 the AB ,PanevéZio statybos trestas announced forecast of the group
activities for 2008. No other important events happened since the end of the previous financial

year.
10. OPERATING PLANS AND FORECASTS OF THE COMPANY
In 2008 the AB ,,Panevézio statybos trestas” plans to keep on holding leadership and forecasts

further growth of the company via developing construction-erection and real estate projects, It is
planned that the consolidated turnover of the company would grow to reach 530 mio Litas and
the net profit will amount 23 mio Litas.

During 2008 the AB PST will continue to reinforce its position of a reputed contractor in the
spheres of construction of production, infrastructure and public structures.

11 ISSUER'S AUTHORISED CAPITAL AND ITS STRUCTURE

As for December 31, 2007 the authorised capital of the company amounted to 16 350 000 Lt,
divided into 16 350 000 ordinary registered as shares (hereinafter the ORS), nominal value of
which is 1,00 Lt each. All shares are uncertificated and have been paid in full. The proof of
ownership is the record in the securities accounts.

The composition of the issuer's authorised capital:

s ot hates Number of Nominal Total nominal  Issuance
P shares (pcs)  value (Lt)  value (Lt) code
Ordmary registered shares
16 350 000 1 16 350 000 101446
(PVA)
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12. INFORMATION ABOUT THE SHAREHOLDERS OF THE ISSUER

The number of sharcholders holding or in command of more than 5 per cent of the authorised

capital of the Company as for December 31, 2007 was 1049:

Number of Pekcentie of Percentage
Shareholder's name, surname mi.nlm d Percentage  votes granted by ;f v?]::f_ :ltﬁ
(company's name, type, domicile ;;ii:l:el T of authorised  the shares held ﬂ?: jil =
address, code in the Register of o capital held on property agting
A 5 e
RHISTEEscs) ownership right (%) ower{sni? Hght together
(pes.) (%)

AB Panevézio keliai,
8. KerbedZio g. 7, Panevéiys, 8 138 932 49,78 49,78 ---
Company code 147710353,

Bank of New York as custodian or

trustee

One Wall Street, New York, NY 2578 833 15,77 15,77 -
10286, JAV

GSP181305

Hansabank customers
Liivalaia street 8 Talinas, Estija 1 177 268 7.20 7.20 -
Company code: 10060701

None of the shareholders of the Issuer has any special control rights. All shareholders have equal
rights determined in Sec.4 of the Law on Companies of the Republic of Lithuania..

The number of shares carrying votes at the general meeting of shareholders of the AB
»PanevéZio statybos trestas™ is 16 350 000.

The Company has not been notified about restrictions on voting rights or any other agreement
between the shareholders due to which transfer of securities could be encumbered.

13. EMPLOYEES

The number of employees in the Group as for December 31, 2007 was 1518, in the Company -
1290.

Number of
employees on 2006 2007
payroll Group Company |  Group Company
Management 41 12 37 11
Specialists 307 230 318 246
Workers 1116 951 1163 1018

39



1200

1000

800-

600+

Company
2006 m.

L

Group

2007 m,

Com pany

B Management
| Specialists
|0 Workers

Education level of the group employees as for period ending;

Groups of | Payroll Higher Higher non- Community | Secondary | Incomplete
emplovees number university university college education | secondary
level education education education
education
Management | 37 32 - 5 - -
Specialists 318 206 11 68 33 -
Workers 1163 22 5 221 620 295
Average gross salary/wage:
salary/wage Group Company Group Company
Management 5268 11969 8051 19962
Specialists 2694 4318 3432 5163
Workers 1962 2131 2188 2678






















































































































