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I INTRoDUCTION

JSC ,,Moda Kra.pitals" Corporate Governance Report of the yeat 2016 (hereinafter -
the Report) is prepared according to the JSC ,,NASDAQ OMX Riga" Corporate
governance principles and recommandation on their implementation".

The Report is prepared by,,Moda Kapitals" Board and revised by ,,Moda Kapitals"
Council.

Corporate gorrernance principles were adjusted to ,,Moda Kapitals" as much as

possible and ,,Moda Kapitals" complied with most of them'

The Report is submitted to ,,NASDAQ OMX Riga" together with the JSC ,,Moda
Kapitals" financial statement of the year 2AL6 was audited'

JSC,,Moda Kiapitals"
Member of the Board
Guntars Zvlnis

April27th, 2077



II PRINCIPLES OF GOOD CORPORATE GOVERNANCE

SHAREHOLDERS' MEETING

Shareholders realize their right to participate in the management of the Issuer at

shareholders' rneetings. In compiian"e *ith legal acts the Issuers shall call the annual

shareholders'nneeting-as minimum once a year. Extraordinary shareholders'meetings shall
be called as required.

The Issuers shall ensure equaL attitude towards all the shareholders - holders of one

category of shares. All shareholders shall have equal righrts to participate in the
*"ttig.,*"nt of the Issuer - to participate at shareholders' meetings and receive

inforriation that shareholders need in order to make decisions.

1.1. It shall be important to ensure that all the hoiders of shares of one category have

also equal rights, inciuding the right to receive a share of the Issuer's profit as

dividends or In another *.y in proportion to the number of the shares owned by

themifsuchrightisstipulatedforthesharesownedbythem.
JSC "Moda Kapitals' (hereinafter "Moda Kapitals") applies this principle. According to tTrc

Artteles of "Moda Kapitals', olt "Mod'o Kapitals' emitted shares are of one category uith
equal rights of uotinj, .nobting stmretnldbrs to pafticipate in shoretplders' meetings and

ii tlrc management o7 th. .Moda Kapitals', eligible to receiue diuidends'

I.2. The Issuer sha1l prepare a policy for the division of profit. In the preparation of

the policy, it is iecommended io take into account not only the provision of

immediate benefit for the Issuer's shareholders by paying dividends to them but

also the expediency of profit reinvesting, which would increase the value of the

Issuer in future. It is recommended to discuss the policy of profit division at a
sharehold.ers' meeting thus ensuring that as possibly larger a number of

sharehold.ers have the possibility to acquaint themselves with it and to express

their opinion on it. The Report sfra1l specify where the Issuer's profit distribution
policlg is made available'

.Moda Kapitals" appties this pinciple partlg. The decision on profit distibution of the

preuious g-ear is taicen exctusiublg by "Moda Kapitals" Sharelplder's meeting'

1.3. In older to protect the Issuer's shareholders'interest to a sufficient extent, not

only the Issuers but also any other persons who in compliance with the procedure

stipulated in legislative acts call, announce and otganlze a shareholders' meeting

are eLsked to cJmply with a-11 the issues referred to in these Recommendations in
relatlon to calling shareholders'meetings and provision of shareholders with the

required information.

"Mod.a Kapitals" applies this principle'

I.4. Shareholders of the Issuers shall be provided with the possibility to receive in due

time and regularly a-11 the required information on the relevant Issuer, participate

at meetingsZoJ utt" on .g"rr^d" issues. The Issuers shall carry out all the possible

activities to achieve that as many as possibie shareholders participate at

meetings; therefore, the time and place of a meeting should not restrict the

atte^dance of a meeting by shareholders. Therefore, it should not be admissible to

charLge the time and pftcl of an announced shareholders' meeting shortly before

the rneeting, which thls would hinder or even make it impossible for shareholders

to attend the meeting.

"Moda Katr:titals" applies this princtple'



1.S. The Islsuers shall inform their shareholders on calling a shareholders'meeting by

publishing a notice in compliance with the procedure and the time limits set forth

in legislative acts. The Issuers are asked to announce the shareholders'meeting

u." 
"J,r1 

as the d.ecision on calling the shareholders' meeting has been taken; in
particular, this condition applies to extraordinary shareholders' meetings' The

infornaation on calling a shareholders' meeting shall be published a-lso on the

Issue::,s website on thE Internet, where it should be published also at least in one

foreign language. It is recommended to use the English language as the said other

ianguage so tirat the website could be used a-l.so by foreign investors' When

p.rb"ti*tr"irrg information on calling a shareholders' meeting' also the initiator of

calling the meeting sha-ll be specified.

*Moda Kapitals" applies this principle parttg. Taking into account that ,,Moda

Kapitals" 7" o do"La fupe SC uith a small number of shareholdels ,information
aboutl. the sharehalders--general meeting is not pubtished on the ,,Moda Kapitals"

tuebsite.

I.6. The Issuer shall ensure that compete information on the course and time of the

meeti.ng, the voting on decisions to be adopted , as well as the agenda and draft

decisions on which" it is planned to vote at the meeting is available in due time to

the shareholders. The Issuers shail also inform the shareholders whom they can

address to receive answers to any questions on the a-rrangements for the

shareholders' meeting and the agenda issues and ensure that the required

additional information is provided to the shareholders'

"Moda Kapitals" applies this principle'

I.7. The llssuer shall ensure that at least 14 (fourteen) days prior to the meeting the

shareholders have the possibility to acquaint themselves with the dra-ft decisions

on the issues to be dealt with at the meeting, including those that have been

submitted additionally aiready a-fter the announcement on cailing the meeting'

The ltssuer shall ensure the ptssibility to read a complete text of draft decisions'

esper:ially if they apply to uoiittg on amendments to the Issuer's statutes, election

of the Issuer's ofii"iu.t", determination of their remuneration, division of the

Issuer's Profit and other issues'

"Moda Kapitals" applies this principle'

1.8. In r:Lo way may the Issuers restrict the right of shareholders to nominate

representatives tt the shareholders for council elections' The candidates to the

cour:Lcil and candidates to other offices shall be nominated in due time so that the

info'mation on the said persons would be available to the shareholders to the

extent as stipulated in Ciause 1.9 of this Section as minimum 14 (fourteen) days

prior to the shareholders' meeting

"Moda. Kapitals" applies this pinciple'

I.g. Especially, attention shouid be paid that the shareholders at least 14 (fourteen)

daysr prior to the shareholders' meeting have the possibility to acquaint themselves

with information on council membei candidates and audit committee member

canclidates *tro"" approval is planned at the meeting. when disclosing -the 
said

information, also a short persot at oiogtu"phy of the candidates shall be published'

"Modcr Kapitals" applies this pinciple'

l.lo.ffre Issuer may not restrict the right of shareholders to consult among them

during a strarehotders' meeting if it 1s required in order to adopt a decision or to

ma-lle clear some issue.

"Modtt Kapitals' applies this principle'

1.1 1.To provide sharehoiders with complete information on the course of the

shareholders' meeting, the Issuer shall prepare the regulations on the course of

shareholders' meetin!, in which the aglnda of shareholders' meeting and the



procedure for solving any organizational issues connected with the shareholders'
meeting (e.g., registration of meeting participants, the procedure for the adoption
of d.ecisions on the issues to be dealt with at the meeting, the Issuer's actions in
case a"ny of the issues on the agenda is not dealt with, if it is impossible to adopt a
decision etc.). The procedures adopted by the Issuer in relation to participation in
voting shall be easy to implement.

"Moda Kapitals" applies this principle. The course of Shareholder's Meehng is
regulated bg the legislation and ArTicles o/ Assoaation of tLrc *Moda Kapitals". The

Shareholder's meeting ir organized bg the Board.

1.12.The Irssuer shall ensure that during the shareholders'meeting the shareholders
have the possibility to ask questions to the candidates to be elected at the
shareholders' meeting and other attending representatives of the Issuer' The

Issue:r shall have the right to set reasonable restrictions on questions, for
exam.ple, excluding the possibility that one shareholder uses up the total time
provi<led for asking of questions and setting a time limit of speeches.

"Moda 'Kapitals" applies this prtnciple.

1.13.Since, if a long break of meeting is set, the right of shareholders to dispose of
freely with their shares is hindered for an undetermined time period, it shall not
be recommended to announce a break during a shareholders' meeting. The

cond.itions upon which it is possible to announce a break shall be stipulated also

in the regulations on the course of meeting. A break of meeting may be a lunch
brea-k, a short break (up to 30 minutes) etc.

"Moda .Kapitals' applies this principle'

1.14.WherL entering the course and contents of discussions on the agenda issues to be

dealt with at the sharehold.ers' meeting in the minutes of shareholders' meeting,
the c.hairperson of the meeting shall ensure that, in case any meeting participant
requires it, particular d.ebates are reflected in the minutes or that shareholder
propclsal or questions are appended thereto in written form'

"Moda Kapitals" applies this principle.

institutions at shareholders' meetings

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

2.L The attendance of members of the Issuer's management institutions and auditor
at sharehold.ers' meetings sha1l be necessarJr to ensure information exchange

betwr:en the Issuer's shareholders and members of rnLanagement institutions as

well as to fulfill the right of shareholders to receive answers from competent
persons to the questioni submitted. The attendance of the auditor shall not be

man<latory at shareholders' meetings at which issues connected with the finances

of th,e Issuer are not dea-|t with. By using the right to ask questions shareholders

have the possibility to obtain information on the circumstances that might affect

the evaluation of the financial report and the financial situation of the Issuer.

,,Moa!.a Kapitals" applies this principle parTlg. The members of the Board and Council

take part in Sharihotder's meeting, but the Audit doesn't take part in tlrc meetings.

2.2. Shareholders' meetings shall be attended by the Issuer's official candidates whose

elect:ion is planned u.t ttr" meeting. This shall in particular apply to council
mem.bers. If a council member candidate or auditor candidate is unable to attend
the shareholders' meeting due to an important reason, then it shall be admissibie
that this Derson does not attend the shareholders' meeting. In this case, all the
L^4\^! e4^^v r

substantial information on the candidate shal1 be disclosed before the

shareholders' meeting.

"Moda Kapitals" applies this principle.



2.3. DurirLg shareholders' meetings, the participants must have the possibility to
obtairr information on officials or oflicial candidates who do not attend the meeting

and reasons thereof. The reason of non-attendance should be entered in the

minutes of shareholders' meeting'

"Moda Kapitals" applies this principle.

BOARD

The board is the Issuer's executive institution, which manages and represents the Issuer in
its everyd.ay brusiness, therefore the Issuer shall ensure that it is efficient, able to take

decisions, and committed to increase the value of the company, therefore its obligations

and responsib.ilities have to be clearly determined.

3. Obligation$ and responsibilities of the Board

The Issuers srhall clearly and expressively determine the obligations and authorities
of the board and respoisibilities- of its members, thus ensuring a successful work of
the board ancl an increase in the Issuer's value'

3.i. The looard shall have the obligation to manage the business of the Issuer, which

includes also the responsibility for the realization of the objectives and strategies

detelmined by the Issuer und th. responsibility for the results achieved. The

boar6 shall be responsible for the said to the council and the shareholders'

meeting. In fulfillment of its obligations, the board shall adopt decisions guided by

interests of all the sharehold.ers and preventing any potential conflict of interests.

"Moda Katpitals" applies this principle'

3.2. The powers of the board shall be stipulated in the Board Reguiations or a similar

docu.ment, which is to be published on the website of the Issuer on the Internet'
This document must be also available at the registered office of the Issuer.

"Moda Kapitals" applies tds principle partly'

3.3. The board shall be responsible a-lso for the compliance with all- the binding

regUlatory acts, risk management, as well as the financial activity of the Issuer'

"Moda. Kapitals" applies this principle'

3.4. The board shall perform certain tasks, including:

1) co]rporate strategies, work plan, rigk control procedure, assessment and

ad.vancement of annual budget and business plans, ensuring control on the

fu]'fillmentofplansandtheachievementofplannedresults;

2) sellection of senior managers of the Issuer, determination of their remuneration

an.d. control of their work and their replacement, if necessary, in compiialce with

in1;ernal procedures (e.g. personnel policy adopted by the Issuer, remuneration

PolicY etc.);

3) tirnely and qualitative submission of reports, ensuring also that.the internal

auLdits are carried. out and the discl0sure of information is controlled'

"Modct Kapitals" applies these principles'

3.5. In annual reports, the board shal1 confirm that the internal risk procedures afe

efficient and that the risk management and internal control have been carried out

in compliance with the said control procedures throughout the year.

"Moda Kapitals" applies this principle'

3.6. It shall be preferable that the
obiectives and strategies for

board submits decisions that determine the
achievement thereof (participation in other



companies, acquisition or alienation of property, opening of representation offices
or branches, expansion of business etc) to the Issuer's council for approval.

" Mo da .Kapitals " applies this principle.

4. Board comtoosition and requirements for board members

A board composition approved by the Issuer shall be able to ensure sufficiently
critical and independent attitude in assessing and taking decisions.

4.I. In composing the board, it shall be observed that every board member has
appropriate education and work experience. The Issuer shall prepare a summary
of the requirements to be set for every board member, which specifies the skills,
educeltion, previous work experience and other seiection criteria for every board
member.

oModa Kapitals" applies this principle.

4.2. On tlLe Issuer's website on the Internet, the following information on every Issuer's
boarcl member shall be published: naine, surname, year of birth, education, office
term, position, description of the last three year's professional experience, number
of the Issuer's or its parent companies/subsidiaries shares owned by the member,
inforrnation on positions in other capital companies.

" Moda .Kapitals" doesn't applg this principle.

4.3. In or<ler to fulfiil their obligations successfully, board members must have access
in due time to accurate information on the activity of the Issuer. The board must
be capable of providing an objective evaluation on the activity of the Issuer. Board
members must have enough time for the performance of their duties.

oModa Kapitals" applies this principle.

4.4. It is :not recommended to elect one and the same board member for more than
four successive terms. The Issuer has to evaluate whether its development will be
facilit.ated in the result of that and whether it will be possible to avoid a situation
where greater power is concentrated in hands of one or a number of separate
persons due to their long-term work at the Issuer. If, however, such election is
admitlted, it sha-ll be recommended to consider to change the field of work of the
relevant Board member at the Issuer.

" Moda .Kapitals" doesn't applg this principle.

5. Identificati,on of interest conflicts in the work of board members

Every board member shall avoid any interest conflicts in his/her work and be
maximally in.dependent from any external circumstances an.d willing to assume
responsibility for the decisions taken and comply with the general ethical principles
in adopting arny decisions connected with the business of the Issuer.

5.1. It sha1l be the obligation of every board member to avoid any, even only supposed,
interest conflicts in his/her work. In taking decisions, board members shall be
guide,d by the interests of the Issuer and not use the cooperation offers proposed
to the Issuer to obtain personai benefit.

5.2. On th.e occurrence of any interest conflict or even only on its possibility, a board
memher shalt notify other board members without delay. Board members shall
notif5r on any deal or agreement the Issuer is pianning to conclude with a person
who has close relationship or is connected with the board member in question, as
well as inform on arry interest conflicts occurred during the validity period of
concluded agreements.

For the purposes of these Recommendations the following shall be regarded as
persgns who have close reiationship with a board member: spouses, a relative,



including kinship of second degree or brother-in-law of first degree, or persons
with whom the board member has had a common household for at least one year.
For the purposes of these recommendations the following shall be regarded as
persons who are connected with a board member: legal persons where the board
member or a closely related to him/her person is a board or council membet,
perfo,rms the tasks of an auditor or holds another managing office in which he or
she could determine or affect the business strategr of the respective legal entity.

5.3. Board members should not participate in taking decisions that couid cause an
interest conflict.

"ModcL Kapitals" applies this principle partly.

COUNCIL

In compliance with legal acts a council is the institution that supervises the Issuer and
represents interests of shareholders between meetings in cases stipulated in the law and in
the statutes o:[ the Issuer, supervises the work of the board.

6. Obligations and responsibilities of the council

The objective of the Issuer's counciL is to act in the interesrts of all the shareholders'
ensuring that the value of the Issuer grows. The Issuer shall clearly determine the
obligations of the council and the responsibility of the council members, as well as

ensure that iindividual council members or groups thereof do not have a dominating
role in decision making.

6.1The fgnctions of the council sha1l be set forth in the council regulation or a

docurrLent equated thereto that regulates the work of the council, and it shall be
published on the Issuer's website on the Internet. This document sha1l be also

available at the Issuer's office.

"Moda Kapitals" applies this principle partlg.

6.2The sr.rpervision carried. out by the council over the work of the board shall include
superrzision over the achievement of the objectives set by the Issuer, the corporate
sraregy a1d risk management, the process of financial accounting, board's
propoiials on the use of the profit of the Issuer, and the business performance of the
Issuer in compliance with the requirements of regulatory acts. The council should
discusrs everf of the said matters and express its opinion at least annually,
compl.ying with frequency of calling council meetings as laid down in regulatory
acts, emd the resulti of discussions shall be reflected in the minutes of the council's
meetirrgs.

"ModaL Kapitals' applies this principle'

6.3 The council and every its member shall be responsible that they have all the
inforrnation required for them to fulfill their duties, obtaining it from board
members and internal auditors or, if necessary, from employees of the Issuer or

extern.a-l consultants. To ensure information exchange, the council chairperson shall
contact the Issuer's board, inter alia the board chairperson, on a regular basis and

discuss all the most important issues connected with the Issuer's business and

develc,pment strategz, business activities, and risk management'

"Modct Kapitals" applies this principle.

6.4 When determining the functions of the council, it should be stipulated that every

council member has the obligation to provide explanations in case the council
memLrer is unable to participate in council meetings. It shall be recommended to

d.isclose information ott th. iouncil members who have not attended more than a

half o:t the council meetings within ayear of reporting, providing also the reasons for
non-attendance.

"Moda Katpitals" applies this principle partlg.



7. Council composition and requirements for council members

The council structure determined by
understandatrle and ensure sufficiently
evaluating anrd taking decisions.

the Issuer shall be transparent and
critical and independent attitude in

7.1 The Issuer shall require every council member as well as council member candidate
who is planned to be elected at a shareholders' meeting that they submit to the
Issuer the foliowing information: name, surname, year of birth, education, office
term as a council member, description of the last three year's professional
experience, number of the Issuer's or its parent companies/subsidiaries shares
owned by the member, information on positions in other capital companies. The
said irrformation shall be published also on the Issuer's website on the Internet,
providi.ng, in addition to the said information, also the term of office for which the
council member is elected, its position, including also additional positions and
obligations, if any.

"Moda Kapitals" applies this principle partlg.

72When determining the requirements for council members as regards the number of
additional positions, attention sha-ll be paid that a council member has enough time
to perform his or her duties in order to fulfill their duties successfully and act in the
interesits of the Issuer to a fuli extent.

"Moda Kapitals" applies this principle partly.

7.3In estzrblishing the Issuer's council, the qualification of council members should be

taken into account and assessed on a periodical basis. The council should be

composed of individuals whose knowledge, opinions and experience is varied, which
is requLired for the council to fullill their tasks successfully.

"Moda Kapitals' applies this principle.

7.4qvery council member in his or her work shall be as possibiy independent from any
external circumstances and have the will to assume responsibility for the decisions
taken and comply with the general ethical principles when taking decisions in
relation to the business of the Issuer.

"Moda Kapitals" applies this principle.

7.5It is irnpossible to compile a list of all the circumstances that might threaten the
independence of council members or that could be used in assessing the
conf,rrmity of a certain person to the status of an independent council member.
Thelefore, the Issuer, when assessing the independence of council members, shall
be g'uided by the independence criteria of council merr:Lbers specified in the Annex
hereto.

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

7.7 As in<lependent shall be considered persons that conform to the independence
criteria specified in the Annex hereto. If a council member does not conform to any
of tq the independence criteria specified in the Annex hereto but the Issuer does

consiid.er the council member in question to be independent, then it shall provide
an explanation of its opinion in detail on the tolerances permitted.

7.8 The conformity of a person to the independence criteria specified in the Annex
hereto sha1l be evaluated already when the council member candidate in question
has been nominated for election to the council. The Issuer shal1 specify in the
Repprt who of the council members are to be considered as independent every
year.
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oModa Kapitals" applies these principles partlg.

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

E\uery counciil member shall avoid any interest conflicts in his/her work and be
maximally irrdependent from any external circumstances" Council members shall
comply with the general ethical principles in adopting any decisions connected with
the business of the Issuer and assume responsibility for the decisions taken.

8.1 It shall be the obligation of every council member to avoid any, even only
supprosed, interest conflicts in his/her work. When taking decisions, board
mem.bers shall be guided by the interests of the Issuer and not use the
cooperation offers proposed to the Issuer to obtain personal benefit.

8.2 On Lhe occurrence of any interest conflict or even only on its possibility, a council
member shall notify other council members without delay. Council members shail
notify on any deal or agreement the Issuer is planning to conclude with a person
who has close relationship or is connected with the council member in question,
as well as inform on any interest conflicts occurred during the validity period of
concluded agreements.

For the purposes of these recommendations the following shall be regarded as
persons who have close relationship with a council member: spouses, a relative,
inciuding kinship of second degree or brother-in-law of first degree, or persons
with whom the councii member has had a common household for at least one
year. For the purposes of these recommendations the following shall be regarded
as persons who are connected with a council member: legal persons where the
council member or a closely related to him/her person is a board or council
member, performs the tasks of an auditor or holds another managing office in
which he or she could determine or affect the business strate$/ of the respective
legal entity.

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

oModa Kapitals" applies t?rcse principles.

DISCLOSURE OF INFORMATION

Good practice of corporate governance for an Issuer whose shares are included in the
market regula.ted by the Stock Exchalge means that the information disclosed by the
Issuer has to provide a view on the economic activity of the Issuer and its financial results.
This facilitates a justified determination of the price of financial instruments in public
circulation as well as the trust in finance and capital markets. Disclosure of information is
closely connected with investor relations (hereinafter - the IR), which can be defined as the
process of developing Issuer's relations with its potential and existing investors and other
parties interested in the business of the Issuer.

9. Transparerrcy of the Issuer's business

The information disclosed by the Issuers shall be provided in due time and allowing
the shareholders to assess the management of the Issuer, to get an idea on the
business of 1!he company and its financial results, as well as to take grounded
decisions in relation to the shares owned by them.

9.1 The structure of corporate governance shall be estabiished in a manner that
ensures provision of timely and exhaustive information on all the substantial
matters that concern the Issuer, including its financial situation, business results,
and the structure of owners.

11



9.2 T}:e information disclosed shall be checked, precise, unambiguous and prepared in
compliance with high-quality standards.

9.3 The Issuers should appoint a person who would be entitled to contact the press and
other mass media on behalf on the Issuer, thus ensuring uniform distribution of
information and evading publication of contradictory and untruthful information,
and this person could be contacted, if necessar5r, by the Stock Exchange and
investors.

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

"Moda Kapitals" applies these principles partlg.

10. Investor rrelations

Considering that financiaL instruments of the Issuers are o*'fered on a regulated
market, also such activity sphere of the Issuers as investor relations (hereinafter -
the IR| and tLhe development and maintaining thereof is equally important, paying
special atten'tion to that all the investors have access to equal, timely and sufficient
information.

10.1 The main objectives of the IR are the provision of accurate and timely
information on the business of the Issuer to participants of finance market, as well
as the provision of a feedback, i.e. receiving references from the existing and
potenti.al investors and other persons. In the reeJization of the IR process, it sha1l
be born in mind that the target group consists not only of institutional investors
and fireance market analysts. A greater emphasis should be put on individual
investors, and more importance should be attached to informing other interested
parties: employees, creditors and business partners.

IO.2 The Issuer shall provide all investors with equal and easily accessible
important information related to the Issuer's business, including financial position,
ownersihip structure and management. The Issuer shall present the information in a
clear and understandable manner, disclosing both positive and negative facts, thus
providing the investors with a complete and comprehensive information on the
Issuer, allowing the investor to assess all information available before the decision
making.

10.3 A number of channels shall be used for the information flow in the IR. The IR
strategy of the Issuer shall be created using both the possibilities provided by
technoiogies (website) and relations with mass media and the ties with the
participants of finance market. Considering the development stage of modern
technologies and the accessibility thereof, the Internet is used in the IR of every
moderll company. This type of media has become one of the most important means
of com:munications for the majority of investors.

"Moda Kapitals" applies tlrcse principles partlg.

LO.4 The basic principles that should be observed by the Issuers in preparing the
IR section of their websites:

1) The IR section of website shall be perceived not only as a store of information or
facts but also as one of the primary means of communication by means of which
it is possible to inform the existing and potential shareholders;

2l a-11 the visitors of the IR section of website shall have the possibility to obtain
corLveniently all the information published there. Information on websites shall
be published in a-11 the foreign languages in wkrich the Issuer normally
distributes information so that in no way would foreign investors be
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discriminated, however, it shall be taken into account that information must be
disclosed at least in Latvian and English;

3) It shall be recommended to consider a solution that would aliow the existing and
potr:ntial investors to maintain ties with the Issuer by using the IR section of
website - submit questions and receive answers thereto, order the most recent
infcrrmation, express their opinions etc.;

4) the information published on websites sha-ll be updated on a regular basis, and
the news in relation to the Issuer and its business shall be published in due
time. It shall not be admissible that outdated information that could mislead
investors is found on websites;

5) after the website is created the creators themselves should assess the IR section
of the website from the point of view of users - whether the information of
interest can be found easily, whether the information published provides
ans,wers to the most important questions etc.
oMc>da Kapitals" doesn't applg ttrcse pinciples.

10.5 The Issuer shall ensure that at least the following information is contained in the
IR section of website:

1) general information on the Issuer - history of its establishment and business,
regi.stration data, description of industry, main types of business;

2) Issuer's Report ("comply or explain") on the compliance with the principles of
coqporate governance;

3) Number of issued and paid financial instruments, specifying how many of them
are included in a regulated market;

4) infcrrmation on shareholders'meetings, draft decisions to be examined, decisions
adopted - at least for the last year of report ;

5) Issuer's statutes;
6) Issuer's board or council regulation or a document equated thereto that

regtlates its work, as well as the Issuer's remuneration policy (or a reference
where it is made available) and the shareholders'meeting procedure regulation,
if such has been adopted;

7\ Information on the performar.ce of the Issuer's Audit Committee;
8) infcrrmation on present Issuer's council and board members (on each

individually): work experience, education, number of the Issuer's shares owned
by rthe member (as at the beginning of year; the information shall be updated as
required but at least annually), information on positions in other capital
companies, and the term of office of board and councitr members;

9) Issuer's shareholders which/who own at least 5o/o of. the Issuer's shares; and
infcrrmation on changes of shareholders;

10) Financial reports and annual reports of the Issuer prepared in compliance with
the procedure specified in lega1 acts and the Stock Exchange reguiations;

11) Anlr other information to be disclosed by the Issuer, e.g. information on any
suLrstantial events, Issuer's press releases, archived information on Issuer's
finerrcial and annual reports on previous periods etc.

"Mctda Kapitals' doesn't apply to these principles.

INTERNAL CONTROL AND RISK MANAGEMENT

The purpose o,f internal control and risk management is to ensure efficient and successful
work of the Isrsuer, the truthfulness of the information disclosed and conformity thereof to
the relevant r,egulatory acts and business principles. Internal control helps the board to
identify the stLortcomings and risks in the management of the Issuer as well as facilitates
that the councii's task - to supervise the work of the board - is fulfilled efficiently.
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11. Principlesi ofthe Issuer's internal and external control

To ensure su.ccessful work of the Issuer, it shall be necessary to plan regular its
controls and tLo determine the procedure of internal and external (audit) control.

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

11.2 The objective of risk management is to ensure that the risks connected with the
comnnercial activity of the Issuer are identified and supervised. To ensure an
efficir:nt risk management, it shall be necessar5r to define the basic principles of
risk imanagement. It is recommended to characterize the most essential potential
and existing risks in relation to the business of the Issuer.

11.3 Audiriors shall be granted access to the information required for the fulfillment of
the eruditor's tasks and the possibility to attend council and board meetings at
whiclh financia-l and other matters are dealt with.

11.4 Audirtors shall be independent in their work and their task shall be to provide the
Issuer with independent and objective auditing and consultation services in order
to fa.cilitate the efficiency of the Issuer's business and to provide support in
achieving the objectives set for the Issuer's management by offering a systematic
appr(tach for the assessment and improvement of risk mariagement and controi
processes.

11.5 It sh.all be recommended to carry out an independent internal control at least
annr-La1ly in order to assess the work of the Issuer, inclLuding its conformity to the
procedures approved by the Issuer.

11.6 Wherr approving an auditor, it is recommended that the term of office of one

audittor is not the same as the term of office of the board'

,Moda Kapita,l.s' complies to these prtnciples partiallg. An independent extental control is not
carried. oit in the Issuer's comparlA because the company is rtot corsidered to be large and
because the e;rcpenses of an independent erternal audit are relatiuelg high- The external audit
control functiorLs are carried out bg tte Board.

12. Audit Cornmittee

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

12.1 The flunctions and responsibility of the Audit Committee should be specified in the
regulation of the committee or a comparable document.

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

in thLe focus of the Audit Committee's operations'

12.3 A11 l\udit Committee members sha1l have access to the information about the
accounting principles practiced by the Issuer. Board shall advise the audit
Committee as to the approaches to significant and unusual transactions, where

altelnative evaluations are possible, and shall ensure that the Audit Committee

has access to all information that has been specified in the legislation.

12.4 T11e Issuer shall ensure that its officials, board members and staff release the

information to the Audit Committee that is necessary for its operations' The Audit
Cornmittee should also be entitled to carry out an independent investigation in
order to identify, within its scope, any violations in the Issuer' activities.
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12.5 Within its scope, the Audit Committee shall adopt resolutions, and is accountable
to the shareholders' meeting for its operations.

,,Moda Kapitals" applies to these principles partiallg. TLrc duties of the ,Moda Kapitals"
Audit Comimittee are performedbg tLrc Council.

REMUNERAT]|ON POLICY

13. General princirrles. types and criteria for setting remuneration
The policy of the remuneration of board and council members - type, structure and
amount of remuneration - is one of the spheres where persons involved has a
potentially greater risk to find themselves in an interest conflict situation. To avoid
it, the lssuer shall develop a clear remuneration policyn specifying general principles,
types and criteria for the remuneration to be awarded to the board or council
members.

13.1 The: Issuers are called on to develop a remuneration policy in which the main
principles for setting the remuneration, possible remuneration schemes and
other essential related issues are determined. While preparing the remuneration
policy Issuer should ensure that the remuneration of management and
suprervisory board members is proportionate to the remuneration of the Issuer's
executive and managing directors and other employees.

I3.2 Without limiting the role and operations of the Issuer's management bodies
reslronsible for setting remuneration to the board and council members, the
drafting of the remuneration policy should be made a responsibiiity of the
Issuer's board, which during the preparation of a draft policy should consult
with the Issuer's council. In order to avoid conflicts of interest and to monitor
the management board remuneration policy, the Issuer should appoint a
responsible person having sufficient experience and knowledge in the field of
rerrLuneration for development of the remuneration policy.

13.3 Should the remuneration policy contain a remuneration structure with a
variLabie part in the form of the Issuer's shares or share options or any other
payments, including premiums, it should be linked to previously defined short-
terrn and long-term goals and performance criteria. If remuneration depends on
fulfillment of short-term goals only, it is not likely to encourage an interest in
the company's growth and improved performance in the long-term. The scope
and structure of the remuneration should depend on the business performance
of tlhe company, share price and other Issuer's events.

13.4 While setting the variable part of remuneration, Issuer should set limits on the
variiable component(s). The non-variable part of remuneration should be
suflicient to allow the Issuer to withhold variable part of remuneration when
necessary.

13.5 WtLere a variable part of remuneration provides Issuer's shares, share options
or any other acquisition rights thereof, it should be desirable to prescribe a
mir:Limum non-used period of time.

13.6 Rermuneration policy should include provisions that permit the Issuer to reclaim
variLable part of remuneration that were awarded on the basis of data which
sub,sequently proved to be manifestly misstated. Such provision should be
included in contracts concluded between the respective executives and the
Issuer.

I3.7 Rennuneration schemes that include Issuer's shares as remuneration may
theoretica-lly cause loss to the Issuer's existing shareholders because the share
price might drop due to a new issue of shares. Therefore, prior to the
pre.paration and approva-l of this type of remuneration, it shail be required to
ass,ess the possible benefits or losses.
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13.8 When preparing the remuneration policy where a variable part is in the form of
the Issuer's shares or share options, the Issuer shall be obliged to disclose
infcrrmation on how the Issuer plans to ensure the amount of shares to be
granted in compliance with the approved remuneration schemes- whether it is
pla:nned to obtain them by buying on a regulated market or by issuing new
sha.res.

13.9 While drafting the remuneration policy and envisaging awarding options
entitling to the Issuer's shares, the Stock Exchange rules regarding distribution
of share options should be taken into account.

13.10 Whi.te setting remuneration principles with regard to board and council members,
they should include general approach as to compensations, if any, in cases
when contracts with the said officials are terminated (termination payments).
Termination payments should not be paid if the termination is due to
ina,Cequate performance.

13.11 It isi recommended to set arr adequate maximum amount of the termination
payments which should not be higher than two years of the non-variable part of
rernuneration.

,,Moda Kapitals" h.asn't worked out and implemented the plan of the reuarding policg.
The reuar'd of the Board members is determined bg the ,,Moda Kapitals" shareLnlders'
general mezeting, and the Council members perform their duttes wittnut a reu.tard. So far
the changing reutarding part of ,,Moda Kapitdls' hasn't been ,,Moda Kapitals" shares un
sLutres opt'iors.

14. Remuneration Report

A clear and complete report on the remuneration policy with regard to the
management body members of the Issuer should be made available to the
shareholders. Public disclosure of the said information would allow the existing and
potential sharreholders to carry out a comprehensive evaluation of the Issuer's
approach the remuneration issuesl consequently, the Issuer's responsible body shall
draft and macle public the Remuneration Report.

l+.7 The Issuer is obliged to make public the Remuneration Report - a complete
report on the remuneration policy applied to the members of the Issuer's
management bodies. Remuneration Report may be a separate document, or may
integrated in a special chapter of the Report prepared by the Issuer as
recommended by Item 9 of the Introduction of the present Recommendations.
The Remuneration Report should be posted on the Issuers website.

74.2 Rernuneration Report should contain at least the following information:

1) Information as to the application of the remuneration policy to board and
council members in the previous financial year, specifying the materia-L
cJr.anges to the Issuer's remuneration policy compared to the previous
reporting period;

2) T.he proportion between the fixed and variable part of the remuneration for the
respective category of officials , including information with regard to vesting
periods of variable part of remuneration;

3) Sufficient information as to linking the remuneration with performance. To
consider the information sufficient, the report shouid contain:

e An explanation how the choice of performance criteria contributes to the
long term interest of the Issuer;
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. An explanation of the methods applied in order to determine whether
performance criteria have been fulfilled;

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

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

6) A, description of any pension or early retirement schemes;

7) A,n overview of the remuneration paid to or any benefits received by each
ir:dividual that has been board or council member in the reporting period -
d.isclosing at least the information required in Items 14.5, 14.5 and I4.7
brelow.

14.3 To avoid overlapping of information, the Issuer, whiie preparing its
Rermuneration Report, may omit the information required in Items 14.2 I) to 7)

ab<tve, provided it is a part of the Issuer's Remuneration Policy document. In
su<lh case, Remuneration Report should have a reference to the Remuneration
Policy, together with an indication where it is made available.

14.4 If 1he Issuer believes that, as a result of following the provisions of Item L4.2 of
these Recommendations sensitive business information might become public to
the detriment of the Issuer's strategic position, the Issuer may not disclose such
information and give the reasons.

L4.5 The following remuneration and other benefits related information about each

borard and council member should be disclosed:

1) llotal amount paid or outstanding (salary) for the year;

2) Ilemuneration and other benefits received from any company associated with
the Issuer. For the understanding of this Item, "associated undertaking" is a
company according to the definition in Paragraph 1 of the Law on the
Irinancia-l Instruments Market;

3) IRemuneration paid as profit distribution or bonus, and the reasons for
eLwarding such remuneration;

4l Compensation for fulfillment of duties in addition to the regular job
responsibilities;

5) Compensations and any other payments received by or to be received by board
or council member who has left the position during the accounting period;

6) tlotal value of any other benefits apart from those listed under Items 1) to 5)

received as remuneration.

14.6 Th.e following information should be disclosed with regard to the shares and/ot
share optionl ot any other incentive schemes resulting in ownership of the
Issuer's shares:

1) the number and holding cond.itions of shares or share options entitling to the
Lssuer's shares granted over the reporting period to the members of Issuer's
ffIanagement bodies;

2\ 'lhe number of options exercised during the reporting period, entitling to the
1ssuer's shares, specifying the price and the number of shares obtained, or the
ranit value held by the member of the Issuer's management board in a share-

rrelated incentive scheme as at the end of the reporting year;

3) 'lhe number of non-exercised options entitling to the Issuer's shares as at the
rend of the reporting year, the share price in the contract, expiry date and the
.key rules for exercising the option;
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4) Lnformation changes, if any, introduced during the reporting period with
regard to the provisions of the contracts on options entitling to the Issuer's
shares (such as changes in the option exercising rules, change of expiry date
etc.).

I4.7 Thr: following information should be disclosed with regard to savings or
contributions to pension schemes of private pension funds:

1) t.he amount of contributions made by the Issuer, to the benefit of individuals,
tro a pension scheme or schemes, and the rules for disbursement of the
Fension capital;

2\ Lhe participation rules, including termination of participation, to the respective
prension scheme, applicable the concrete individua-l.

I4.8 Rerruneration schemes involving awarding with the Issuer's shares, share
options or any other tools resulting in ownership of the Issuer's shares shall be
approved by the annual general meeting of shareholders. Shareholders' meeting,
while resolving on approval of the remuneration scheme, need not resolve on its
application to concrete individuals.

,Moda Kapitals" ttnsn't implemented this principle, because ,,Moda Kapitals' consider
such infonmation as restri cted artd commercial s ecr et -b as ed information
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ANNEX II]I

INDEPENDENTCE CRITERIA OF COUNCIL MEMBERS

As independent shall be regarded a council member of the Issuer who:

1) has not been a board or council member of the Issuer, its associated company
or a shareholder that controls the Issuer in the previous three years and does

not hold the said office also within the time period when holding the office of a
c,ouncil member. A company associated with the Issuer shall mean a company
urhich is included in the consolidated financial report of the Issuer or the
consolidated report of which the Issuer is included in;

2) is not the Issuer's, its associated company's or a sharehoiderls which controls
tlae Issuer employee, except in cases when the council member candidate in
question has been appointed for election to the council as a representative of
tlhe Issuer's emPloYees;

3) irr addition to the remuneration he or she receives as a council member, he or

she does not receive or has not received any substantial additional
remuneration from the Issuer, its associated company or a shareholder that
controls the Issuer;

4) rLeither directly or indirectly represents the shareholders that control the
Irssuer;

5) rLeither as of the approval nor within the last year prior to approval as a council
rnember neither directly nor directly has been in substantia.l. business relations
with the Issuer, its associated" company or a sharehoider that controls the

Issuer neither directly nor as a partner, shareholder or a senior manager;

6) lvithin the last three years has not been an internal controller, auditor or

employee at a company which is the external auditor of the Issuer, its
eisJociated company or a shareholder that controls the Issuer;

7) is not a board member or another managing employee at a company at which
the Issuer's board member performs the functions of a council member and if
he or she has not any other es"etttial relations with the Issuer's board

rnembers by participaiing in other companies or otganizational units
(mutually connected control relations) ;

g) has not been the Issuer's council member for more then 10 (ten) successive

years;

9) 1s not a family member (for the purposes of this clause a family member is a

spouse , a pi.rent, or a child) of a board, member or a person to whom the

criteria sp""ifi.d in sub-ciauses (1) to (8) of this Annex apply.
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