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ADDRESS OF THE BOARD'S CHAIRMAN
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Dear all,

First of all, | would like to start by ex-
pressing my sincere gratitude to the
previous board of UAB,Pieno tyrimai”
for their foresight, consistent work
and efforts, which have created a sol-
id foundation for future actions. The
new board of the Company, which
began work in November 2024, took
over the strategy prepared by the
previous board of the Company and
management team, thoroughly eval-
uated it, and approved it as suitable
for further development.

It is evident that the Company has
worked purposefully to ensure the
highest quality of services and meet
the expectations of customers and
shareholders. Last year, several im-
portant projects were implemented
thatimproved activity efficiency and
increased customer satisfaction. But

the main challenge, the declining
number of milk producers, remains.
New solutions are needed to ad-
dress this challenge to ensure the
sustainability of the Company’s ac-
tivity and further development.

Our goal for the future is to ensure
that ,Pieno tyrimai” continues to
grow, strengthen its market position,
and create value for the shareholder,
employees, and society. We will pur-
sue sustainable growth, innovation,
and efficiency, while maintaining
the highest activity standards.

[ thank all the company employees
for their professionalism and dedica-
tion. Only by focusing on a common
goal will we achieve lasting results!

Board'’s Chairman
Anatolijus Jadovas
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Dear all,

While 2024 brought new chal-
lenges and significant changes, we
focused on delivering our goals and
continued to create value for share-
holders, employees and custom-
ers, and to seek opportunities for
growth. In 2024, the Company con-
tinued to expand and strengthen its
position in both local and interna-
tional markets.

When introducing new services,
we strive for quality and conform-
ity assessment. On 06-03-2024,
the National Accreditation Bureau
approved the accreditation of our
Laboratory as a Type C inspection
body for compliance with LST EN
ISO/IEC 17020:2012 and expand-
ed the range of services for the in-
spection of measuring instruments.
In 2024, we expanded the scope of
accreditation of test activity with a

new lactose content test using the
high-performance liquid chroma-
tography (HPLC) method and the
scope of calibration with the calibra-
tion of laboratory piston volumetric
measuring instruments.

We have focused a lot of attention
on the development of the strategic
plan for 2025-2027. We held a strate-
gic session with the board, involved
all heads of key activities in devel-
oping the strategy, and planned
work directions for the coming year
according to the main strategic di-
rections — efficient and profitable
activity and the development of
sustainable and partnership-based
activities.

Sustainable management princi-
ples are an integral part of the com-
pany’s strategy and are implement-
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ed through the company’s ethics
and transparency, environmental
protection, and relations with em-
ployees, the society, and customers.
The company, taking into account
that its activities may have an im-
pact on the environment, makes
decisions to avoid or minimize neg-
ative environmental impacts. The
Company has implemented an envi-
ronmental protection management
system that meets the requirements
of the ISO standard. During the man-
agement system surveillance audit
held on the 15th of October, 2024,
it was confirmed that the Compa-
ny’s environmental protection man-
agement system meets the require-
ments of the ISO 14001 standard.

We collaborate with international
organizations to ensure the high-
est standards of milk quality assess-
ment and promote innovation in the
dairy sector. We participate in the
activities of the International Dairy

Federation (IDF) and the Interna-
tional Organization for Standardiza-
tion (1SO), developing standards for
test methods and sampling. We also
collaborate with the International
Committee for Animal Recording
(ICAR), which aims to increase the
sustainability and efficiency of the
livestock sector worldwide.

We are pleased to have received
the highest rating of A+ in the as-
sessment of good governance prac-
tices of state-owned enterprises by
the Governance Coordination Cen-
tre. We will strive to maintain this
assessment, although the assess-
ment methodology is increasingly
demanding.

Despite the fact that the number
of dairy farms in Lithuania is de-
creasing faster than planned, the
company has secured income for
sustainable activity. The company
achieved its goals and earned 377k

euros in net profit, achieving a re-
turn on equity of 8.8%.

A new board was established on
the 25th of October, 2024, with one
of the first and most important tasks
being the finalization and approv-
al of the company’s strategic plan.
I would like to thank the members
of the previous board for their con-
structive work and contribution
in preparing the strategic plan of
2025-2027, and the new board for its
smooth involvement in the activities.
This plan has been scored 10 points
by the Governance Coordination
Centre. The highest rating makes it
even more important to succeed.

I am proud of all our achievements
and thankall our employees for their
successful work and contribution
to the results, and our shareholder,
customers, and partners for their co-
operation and trust in us.

Director
Laima Urbsieneé
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1. MAIN EVENTS DURING THE REPORTING PERIOD

FOR

CUSTOMERS:

® January 2024: Along with commercial milk composition tests or animal productivity test samples, customers can order a new service of fatty acid tests in milk.

® February 2024: ,Pieno tyrimai“ Laboratory has started providing an electronic transmission service, ensuring that feed test results are automatically and
promptly transmitted to the ,NorFor” ration calculation program.

® February 2024: ,,Milk Test Transport Movement” was launched on the online platform, which allows customers to see in real time the routes for collecting milk
samples, their points, the exact location and time of collection, and the contacts of the vehicles in motion.

® |n 2024, the Ministry of Agriculture adopted decisions favorable to the Company’s customers for the new financial period, which, in order to distribute support
more purposefully and efficiently, will differentiate payments to dairy cow farmers, and also provide for a premium of 10 euros for those cows for which animal
productivity tests are performed.

® |n order to use animal productivity test data more informatively, by applying visual analysis, the company has started developing an innovative analytical
reporting program,,GPT karvuté”, which will help owners of herds under test to farm smartly and profitably.

® The events of the 14" of October, 2024, are related to the shareholder. The new board of UAB ,Pieno tyrimai” was formed by the order No. 3D-733 of the
Minister of Agriculture of the Republic of Lithuania.

® On the 3 and 4" of October, 2024, a training course for employees ,Execution of Productivity Tests on Dairy Animals in Dairy Farm” was organized according
to the program approved by the State Food and Veterinary Service Service and Agricultural Agency under the Ministry of Agriculture. All employees of the Animal
Productivity Test Branch received new certificates necessary to maintain the Animal Productivity Service License.

® From October to December 2024, the team of UAB,,Pieno tyrimai” contributed to the significant activities of ,Maisto bankas”. We were convinced that short-
term volunteering is a great opportunity to strengthen the team and get to know colleagues in a different environment than usual.

® The company’s employees consulted farmers, conducted their training, organized meetings and, in cooperation with dairy breeders’ associations, achieved
that all Lithuanian dairy breed animals under test are currently participating in approved breeding programs, and their keepers receive all kinds of aid to carry out
sustainable breeding.

® UAB, Pieno tyrimai” received the highest A+ rating in the assessment of good governance practices of state-owned enterprises.

® On the 8™ of May, 2024, the Company received a visit from a delegation from the Ministry of Agriculture of Taiwan, who were interested in the innovative
technologies and test processes of the laboratory.

® International recognition — the Laboratory successfully participated in the international calibration test of piston liquid dispensers ILC, organized by the Czech
Institute of Metrology.

® UAB, Pieno tyrimai” Laboratory received another new accreditation certificate on 06-03-2024. The National Accreditation Bureau approved the accreditation
of UAB, Pieno tyrimai” Laboratory as a type C control body. The new accreditation certificate No. LA.114-06 is valid until 04-01-2028.

® The employee engagement index increased to 49%.
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2. GENERAL INFORMATION

2.1. Reporting period for which
the management report was prepared

The management report was prepared
for the period from the 1st of January, 2024,
to the 31st of December, 2024. All data is as of
the 31st of December, 2024, unless otherwise stated.
In this report, UAB ,Pieno tyrimai” may hereinafter be
referred to as the Company.

2.2. Company and its contact details

In accordance with the requirements
of the Part 2 of the Article 4 of the Law on
Financial Reporting by Undertakings of
the Republic of Lithuania, the financial
statements and management report of
UAB,Pieno tyrimai” have been prepared
applying the same requirements as for

small undertakings. The Company does
not comply with the provisions of the
Part 39 of the Article 2 of the Lithuani-
an Law on the Audit of Financial State-
ments, therefore it is not considered a
public interest entity. The company has
no branches or representative offices.

Name of the company UAB ,Pieno tyrimai”

Legal form

The rights and obligations of
a shareholder are implemented by

Legal entity code
VAT payer code

UAB

the Ministry of Agriculture
of the Republic of Lithuania

233816290
LT338162917

Administrator of the Register of Legal Entities State Enterprise Centre of Registers

Registered office
Telephone:
E-mail:

Website:
Authorized capital
Share value

Number of shares

Radvily Dvaro g. 31, LT- 48331 Kaunas
+370(37) 361181
info@pieno-tyrimai.lt
www.pieno-tyrimai.lt

3,784,731 euros

1 Eur

3,784,731 units



2.3. Company management and employees

The Company’s governing bodies are
the followings: the general meeting of
shareholders, the collegial governing
body - the board, the sole governing
body - the manager (director). A col-
legial supervisory body - the supervi-
sory board - is not established in the
Company. The Company'’s bodies must
act in the interest of the Company and
its shareholders, comply with laws and
other legal acts, and also be guided by
the Company'’s articles of association.

SHAREHOLDER

The supreme governing body of the
Company is the general meeting of
shareholders. The competence of the
Company’s shareholders’ meeting, the
procedure for its convening and deci-
sion-making do not differ from those
specified in the Law on Companies.

Functions of the general meeting
of shareholders:

1) to change the articles of association
of the Company, except for the excep-
tions provided for in this Law;

2) to change the registered office of the
Company;

3) to elect and recall the board and its
members;

4) to select and recall an auditor or au-
dit firm to conduct an audit of the set
of annual financial statements, and to
establish the terms of payment for au-
dit services;

5) to determine the class, number, nom-
inal value, and minimum issue price
of shares issued by the Company; to
adopt a decision to convert shares of
one class of the Company into anoth-
er, to change the number of shares of
the same class issued by the Compa-
ny and the nominal value of a share,
without changing the size of the au-
thorized capital, and to convert the
Company’s share certificates into
shares;

Management report of 2024

6) to approve the set of annual financial
statements and to make a decision
on the distribution of profit (loss), on
the formation, use, reduction, and de-
struction of reserves;

7) to decide on the granting of divi-
dends for a period of less than one
financial year and to approve the set
of interim financial statements drawn
up for the purpose of deciding on the
granting of dividends for a period of
less than one financial year;

8) to make a decision to issue converti-
ble bonds;

9) to adopt a decision to revoke the
pre-emptive right of all shareholders
to acquire shares or convertible bonds
of a specific issue of the company;

10) to decide to increase or decrease
the share capital;

11) to adopt a decision on the approval
of the rules for granting shares to em-
ployees and / or members of bodies;

12) to adopt a decision on the reorgani-
zation, separation, or transformation of
the Company, and on the restructuring

ACTIVITY REVIEW

of the Company in cases established

by the Law on Insolvency of Legal Per-

sons of the Republic of Lithuania;

13) to adopt a decision to liquidate the
company, to cancel the liquidation of
the company, and to elect and recall
the company’s liquidator, except for
the exceptions provided for in this Law;

14) to make a decision on the audit
of the company’s annual financial
statements in cases other than those
specified in the Law on the Audit of Fi-
nancial Statements of the Republic of
Lithuania or provided for in the Com-
pany’s articles of association.

15) may also resolve other issues as-
signed to its competence in the Law on
Companies or the company’s articles
of association, if this is not assigned
to the competence of other company
bodies and if, in essence, these are not
functions of governing bodies.

The general meeting of shareholders
does not have the right to delegate to
other bodies of the Company the reso-
lution of issues within its competence.
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The owner of the Company’s shares is
the Republic of Lithuania, which owns
100% of the Company’s intangible
shares. Each fully paid share grants one
vote at the shareholders’ meeting. The
Ministry of Agriculture of the Repub-
lic of Lithuania is the manager of the
shares owned by the state. Since the
owner of the shares is one person, the
shareholder’s decisions are formalized
by orders of the Minister of Agriculture
of the Republic of Lithuania. The com-
pany’s authorized capital is 3,784,731
euros and is divided into 3,784,731 or-
dinary registered shares. The nominal
value of one share is 1 euro (one euro).
During the period of 2022-2024, the au-
thorized capital and number of shares
did not change.

BOARD

The board is elected by the gener-
al meeting of shareholders for a term
of office of 4 years from among 5 (five)
members. At least 3 members of the
Company'’s board must meet the inde-
pendence criteria set out in the selec-
tion description for candidates to the
board of a state-owned enterprise or a
municipal-owned enterprise and can-
didates to the collegial supervisory or
governing body elected by the general
meeting of shareholders of a state enter-
prise or a municipal company, approved
by the Resolution No. 631 “On the Ap-
proval of the Description of the Selec-
tion of Candidates for the Board of a

10
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State Enterprise or Municipal Enterprise
and Candidates for the Collegial Super-
visory or Management Body Elected by
the General Meeting of Shareholders
of a Company Controlled by the State
or a Municipality” of the Government
of the Republic of Lithuania of the 17th
of June, 2015 (hereinafter referred to as
the Selection Description).

The working procedures of the Com-
pany’s board are determined by its
working regulations adopted by the
board. The competence of the board,
decision-making procedure, responsi-
bility, as well as the rights and obliga-
tions of its members do not differ from
those specified in the Law on Compa-
nies, the Description of the Procedure
for the Implementation of Property
and Non-Property Rights of the State
in Enterprises Controlled by the State,
approved by the Resolution No. 665 “On
Approval of the Description of the Pro-
cedure for the Implementation Property
and Non-Property Rights of the State
in Enterprises Controlled by the State”
of the 6th of June, 2012, of the Govern-
ment of the Republic of Lithuania (here-
inafter referred to as the “Description”),
the Selection Description, and other le-
gal acts, except that the board shall have
the right to take decisions referred to in
the Point 3, 4, 5, and 6 of the Part 4 of
the Article 34 of the Law on Companies
without the approval of the Company’s
general meeting of shareholders.

BOARD MEMBERS
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Board’s Chairman Anatolijus Jadovas

Rolandas Stankevicius

Director Laima Urbsiené

Vilma Skrypnikovaité



Board functions:

1) considers and approves: the manage-
ment report, the company’s govern-
ing structure and employee positions,
and positions for which employees
are recruited through a competitive
process;

2) elects and dismisses the manager of
the Company, determines his / her
remuneration, other terms, and con-
ditions of the employment contract,
approves job regulations, and encour-
ages him / her and imposes penalties.

3) establishes information that is con-
sidered commercial (industrial) secret
and confidential information of the
Company. Commercial (industrial) se-
cret and confidential information can-
not be considered information that,
according to this and other laws, must
be public.

4) makes decisions: to become a
founder or participant of other legal
entities, to establish branches and
representative offices of the compa-
ny, on the acquisition, investment,
transfer, lease, pledge and mortgage,
surety, or guarantee of fixed assets
with a carrying amount exceeding
1/20 of the authorized capital of the
company;

5) analyzes and evaluates the material
provided by the company’s manag-
er regarding the organization of the
company'’s activities, the company’s
financial condition, the results of eco-

nomic activities, income and expense
estimates, inventory, and other ac-
counting data on changes in assets;

6) considers and approves the Compa-
ny’s business strategy, analyzes and
evaluates information on the imple-
mentation of the Company’s business
strategy, and submits this information
to the ordinary general meeting of
shareholders;

7) analyzes and evaluates the Compa-
ny’s set of annual financial statements,
the draft profit (loss) distribution, the
draft decision on the allocation of div-
idends for a period shorter than the
financial year, and the set of interim
financial statements prepared for its
adoption, which are submitted to the
general meeting of shareholders to-
gether with feedback and proposals
thereon;

8) supervises the activities of the Com-
pany’s manager, submits feedback
and proposals to the general meet-
ing of shareholders regarding the
activities of the Company’s manager,
considers whether the Company’s
manager is suitable to hold office if
the Company is operating at a loss,
submits proposals to the Company’s
manager to revoke his / her decisions
that contradict laws and other legal
acts, the Company’s articles of asso-
ciation, and decisions of the general
meeting of shareholders or the board;

9) resolve other issues of supervision
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of the activities of the Company and

the Company’s manager assigned to

the competence of the board in the

Company’s articles of association, as

well as in the decisions of the general

meeting of shareholders;

10) the member of the board must
protect the Company’s commercial
(industrial) secrets and confidential
information that they learned while
being members of the board.

The board of the Company held 13
meetings in 2024. All meetings of the
board were attended by all the mem-
bers of the board, except for one meet-
ing at which V. Sliesoraitis was not pres-
ent. Among the issues discussed were
the constant review of the company’s
current activity information, control of
financial indicators, and risk manage-
ment measures and strategy imple-
mentation. In 2024, in order to improve
the employee engagement rate, the
company'’s remuneration policy was ap-
proved, employee position levels were
approved, and great attention was paid
to the preparation of a new strategic
plan, which was substantially changed
compared to the strategic plan of pre-
vious years. Other issues included in
the board’s activity plan were also dis-
cussed. The board had two meetings
with the institution (the Ministry of Ag-
riculture of the Republic of Lithuania)
implementing shareholder rights and
obligations, which is the owner of 100%

ACTIVITY REVIEW

of the company’s shares. The board has
implemented all planned work and an-
nual tasks.

The institution implementing share-
holder rights and obligations organized
the selection of independent members
of the board as the board term expired,
as a result of which two independent
members of the board were replaced by
new ones. After the appointment of the
new board, the election of the board'’s
chairman was organized and Anatoli-
jus Jadovas was elected as the board’s
chairman. The newly formed board ap-
proved the work plan of 2025 in Janu-
ary. The board plans meetings with the
heads of departments in 2025, to or-
ganize a strategic session, to consider
the development and implementation
of projects, and the issues of diversi-
fication and development of services
abroad.

The date of report formation is based
on the order No.3D-733"“On the Forma-
tion of the board of UAB “Pieno tyrimai”
of the 14th of October, 2024, of the
Minister of Agriculture of the Republic
of Lithuania, which approves the Com-
pany’s board consisting of 5 members
(including the board’s chairman) The
term of office of the members of the
board is 4 years. The members of the
board do not hold shares in the Com-
pany and do not perform any duties in
the Company except as a member of
the board.
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Table 1.
Execution of the goals set by the board at the meeting of the board in accordance with the approved work plan

Functions of the board Date of . Number.o'f
the meeting the participants

10-01-2024  Approval of the strategic plan for 2024-2026 5
08-04-2024  Approval of the strategy implementation report for 2023 5
VRS Intermediate (4 months) discussion of financial and strategy implementation results 4
Discussion of preparation for the strategic session 5
18-06-2024  Strategic session and discussion of sustainability issues 5
Analysis, evaluation, and 26-07-2024  Intermediate discussion of financial and strategy implementation results 5
LTEI::T::::;:);SS;Esei::’;zlsosr;rategy 30-08-2024 Intermediate discussion of financial and strategy implementation results 5
ST Intermediate discussion of financial and strategy implementation results 5
Discussion of the draft strategy activity plan 5
21-10-2024  Discussion of the draft strategy activity plan 5
o Intermediate discussion of financial and strategy implementation results 5
Presentation of the draft strategy activity plan submitted by the Governance Coordination Centre 5
LRSI Discussion of interim financial results and risk management measures 5
Assessment of January financial results by departments and activities 5
Discussion of interim financial results and risk management measures 5
28-03-2024
Analysis and assessment Consideration of the profit distribution project 5
of financial condition Assessment of the Company's annual financial statements and profit (loss) distribution draft for
and annual reports 08:01-20238 b 573 and approval of the annual report 2

30-08-2024 Intermediate discussion of financial and strategy implementation results
27-09-2024 Intermediate discussion of financial and strategy implementation results
26-11-2024  Intermediate discussion of financial and strategy implementation results

Asset and investment issues = MO TES OIS =
(considered when the value of the asset is greater than 1/20 of the company’s authorized capital)
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Functions of the board Date of Number of
the meeting the participants

10-01-2024  Approval of remuneration policy
22-01-2024 Determination of the coefficient for calculating the salary of the Company's director 5
Approval of the Company's activity indicators for the calculation

22:01-2024 ¢ the director's variable component for 2024 S
Change of structure and approval of the list of positions
Change of the structure and 23-02-2024 A | of position level
analysis, assessment, and supervision pproval ot position levels
of the organization of activities Approval of the Company's board activity report for 2023 5
and the activities of the Company’s LRSI and of activity improvement measure plan
mfahr!at_;)(le‘r i determtl.natmn Adjustment of activity indicators for the calculation of the variable component 5
orhis /herremuneration of the remuneration of the company's manager
30-04-2024  Approval of the variable part for the Company's activity results achieved in 2023 5
18-06-2024  Approval of the company's activity measurement indicators 5
30-08-2024 Change of the company's activity measurement indicators 5
26-11-2024  Election of the board's chairman and appointment of the board's secretary 5
Discussion of risk management measures 5
10-01-2024 — -
Current company activity information 5
Current company activity information 5
23-02-2024 - - —
IT department information on activity 5
Review of the execution of board resolutions 5
28-03-2024 S -
Current company activity information 5
15 648 S5 Current company activity information 4
Analysis, assessment, L Discussion of the logistics project of the National Food and Veterinary Risk Assessment Institute 4
and supervision of the organization . . . . . .
of activities Discussion of information provided by the project manager 5
26-07-2024  Current company activity information 5
Discussion of risk management 5
30-08-2024  Current company activity information 5
Current company activity information 5
27-09-2024 S— -
Meeting with the project manager 5
21-10-2024  Current company activity information 5
26-11-2024  Current company activity information 5

13
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Table 2.
Board of UAB ,Pieno tyrimai”

Position on the board, . . .
_ Workplace’ duues’ and quallﬁcatlons
name, and surname

AB,VIAMATIKA", code 120721845, Granito g. 3-101, LT-02300 Vilnius, Director,
Board's Chairman ISM, Master’s Degree, Master of Management (studies ongoing)
Anatolijus Jadovas VILNIUS TECH (VGTU), Master’s Degree, Road Safety Engineering

VILNIUS TECH (VGTU), Bachelor’s Degree, Engineering Informatics

Lithuanian University of Health Sciences (LSMU), code 302536989, A. Mickeviciaus g. 9, LT 44307 Kaunas, Lithuanian Veterinary
Academy, Dean of the Faculty of Veterinary Medicine, Professor of the Department of Animal Nutrition,

Board’s Member of the Public Institution Practical Training and Testing Centre of the Lithuanian University of Health Sciences,
Board’'s Member of the Public Institution Baisogala Livestock Centre of the Lithuanian University of Health Sciences,

PhD in Agricultural Sciences, and Veterinarian.

Independent Board's Member
prof. dr. Rolandas Stankevicius

Finance Manager (providing services to companies),

Independent Board’'s Member UAB ,Plungés autobusy parkas”, code 269814430 Pramonés pr. 13B, LT-90112 Plungé, Board’s Member

Vilma Skrypnikovaité International Professional Qualification in Finance CGMA, ISM University of Management and Economics - Business Administration
and Management, Kaunas University of Technology - Master of Economics

Ministry of Agriculture, code 188675190, Gedimino pr. 19, LT-101103 Vilnius, Head of the Legislative and Representation Division,
Board’'s Member UAB, Lietuvos Zirgynas”, kodas 302795881, Zirgy g. 2, Rie$é, LT-14265 Vilnius District, Board's Member,
Andrius Burléga Lithuanian Academy of Law, Law and Police Activity Study Program - Bachelor’s Qualification Degree in Law,

Lithuanian University of Law, Law and Governance Study Program - Master Qualification Degree in Law

Ministry of Agriculture, code 188675190, Gedimino pr. 19, LT-101103 Vilnius,
Advisor to the Asset and Public Procurement Department,
Kaunas University of Technology - Master’s Degree in Chemical Engineering

Board’s Member
Neringa Gujyté

The manager (director) of the Company is the sole governing body of the Company, who organizes the activity of the Company, hires and dismisses employees, encourages them and imposes penalties,
acts on behalf of the Company, and has the right to unilaterally conclude transactions. The Company’s board elects, recalls, and dismisses the Company’s manager, determines his / her salary, approves
position regulations, and encourages and imposes penalties. The competence, rights, duties, responsibilities, and the procedure for his / her election and dismissal of the Company‘s manager do not
differ from those specified in the Law on Companies, the Description, and other legal acts. The Company’s manager shall be guided in his / her activity by laws, other legal acts, articles of association of
the Company, decisions of the general meeting of shareholders, decisions of the board, and official regulations.

Company’s manager

Qualification Has been working in this position since

Director Laima Urbsiené Milk and Dairy Product Technology, Engineer-Technologist, PhD in Technical Sciences 25-07-2017

Laima Urbsiené, the director, does not hold any other managerial or other positions in other legal entities.
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Company’s management.
The Company’s management consists of the Company’s economic and technical management staff.

Position Name and surname Qualification Dirba Siose pareigose nuo

Milk and Dairy Product Technology, Engineer-Technologist,

Quality System Manager Dalia Riaukiené PhD in Technical Sciences 31-03-2003
Laboratory Manager Vygantas Petrauskas ér?;iiinuelg:—rl?llelscls icctggcsrt]g?na.?e(iﬁ :é?org?;cison, 28-03-2003
Chief Financial Officer Asta Urboniené Economics and Management, Economist-Organizer 20-02-2003
Animal Productivity Test Activity Manager Guoda Kirvelaité Livestock Technology, Master of Agricultural Sciences 24-07-2023
Manager of General Affairs Department Dainius Mocevicius Administrative Law, Master in Law 14-02-2022

The company’s organizational structure is structured according to the functions performed by employees.

oricron

Finance and Accounting Department B3 l DIRECTOR

General Affairs Department Development Manager Bag Quality System Manager Head of the Laboratory
: Laboratory
Project Manager S Quality systems : -
. . quipment Maintenance
and information
managers
Logistics Department

Information Technology Department

—

Animal Productivity Test Activity Manager

Lawyer Animal Productivity Test Unit

Purchases Unit of Aukstaitija

Public Relations

Staff Manager Unit of Dziikija

and Office Manager

Unit of Labanoras

Routine Test Department

Reference Test Department

Advisor to the Director

Unit of Lithuania Minor

Specialists for Animal

Productivity Test

Unit of Suiduva

Unit of Northern Lithuania

Figure 1. Organizational structure of UAB ,Pieno tyrimai”

Unit of Central Lithuania
The company consists of the management, Finance and Accounting Department, General Affairs Department, Information Technology Department,

Laboratory, which includes the Routine Test, Reference Test, Logistics and Equipment Maintenance Departments, Quality System and Information Managers,
Animal Productivity Test Branch, which includes Units of Aukstaitija, Dzukija, Labanoras, Lithuania Minor, Siduva, Northern Lithuania, Central Lithuania,
and Samodgitia.

Unit of Samogitia
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-10 -4,1

Employees
Variation in the average number of employees of the Company:
Table 3.

In 2021

In 2023 232

In 2024 210

In the reporting year, the average num-
ber of employees was 210, which is 22 em-
ployees fewer (-9.5%) than in 2023. This de-
crease was due to decreasing work volumes
related to the decrease in the number of
medium-sized dairy farms and the number
of cows kept on them, as well as the optimi-
zation of work processes.

In the Animal Productivity Test (GPT) Unit,
workloads are not uniform due to the une-

-22 -9,5

ven distribution of cows across the country.
For this reason, part of the animal productiv-
ity test assistants work with an incomplete
workload. As every year, the goal is to reor-
ganize work processes, optimizing the distri-
bution of tasks and ensuring the full workload
of employees. At the same time, positions for
which it is not possible to provide additional
test herds are being eliminated, thus making
the organization’s activity more efficient.

Development of staff competence and selection of employees

In order to ensure employee compe-
tence and smooth activity of the Company,
staff training is consistently carried out. In
2024, internal and external employee train-
ing plans were drawn up and implement-
ed, taking into account the needs of the
Company and the wishes of employees.

Training results in 2024:

e 8 internal training according to the
approved plan;

e 45 external training, of which: 25
training according to the official external
training plans and 20 additional training
organized according to the needs of em-
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ployees. 28 employees in management
positions and specialists from the Labo-
ratory and administration departments
participated in external training.

Online job listing portals are used for re-
cruiting new employees, where job offers
are posted. Internal selections are carried
out when there is a need to fill new po-
sitions or take over new functions in the
Laboratory. The selections are organized
in accordance with the procedure descrip-
tion approved by order of the director. In
2024, one selection took place for the po-
sition of logistics manager-coordinator.

Figure 2. Distribution of the company’s

employees by education and work experience

By education, %

By length of service, %

Special secondary
and higher education

Higher

Secondary

PhDs

up to 9 years

from 10 to 14 years

from 15 to 19 years

over 20 years
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2.4.Remuneration policy of company managers and employees

Remuneration for activity on the board

A fixed monthly gross remuneration
is paid to the board’s member of the
Company for his / her activity. The re-
muneration is calculated and paid to
the member of the Company’s collegial
body on a monthly basis. An independ-
ent member of the Company’s board
is paid a remuneration of 25% (1/4) of
the average monthly salary set for the
Company’s manager and if the board'’s
member serves as the board’s chair-
man, a remuneration of 35% of the av-
erage monthly salary set for the compa-
ny‘s manager. A civil servant serving as
a board’s member is paid 12.5% (1/8) of
the average monthly salary established
for the Company’s manager. The remu-
neration may be reduced and / or not
paid if a board’s member of the Compa-

Table 4.

ny does not participate in the meetings
of the Company’s collegial body, does
not express an opinion on the issues on
the agenda and does not vote on them,
and does not perform and / or cannot
perform his / her functions.

The Company may reimburse a
board’s member for reasonable expens-
es (e.g., travel expenses) incurred in the
performance of the board member’s
activity. A board’s member seeking
compensation for reasonable expens-
es must provide documents explaining
and substantiating such expenses. No
such compensation was paid during
the reporting period.

Remuneration allocated and paid to the board’s members

Board’s chairman

Board'’s

Independent

members, who are
board’s members !

civil servants

Number of members, in units 1 1 2 2 2 2
Allocated remuneration,ineuros | 18,104 30,985 | 24,884 45,070 12,932 22,535

Remuneration paid, in euros 11,098 18,994 16,001 28,979 8,121 14,152

“":e':‘::l'e“r::'s:";"e°::::" 1509 2582 | 1,082 1878 | 539 939

Since there were changes in the
board in 2024, we paid remuneration
to more than 5 board’s members, but
in proportion to their period of activity.
On the 25th of October, 2024, after the
four-year term of office of the board'’s
members expired, a public competition
was organized to select new board’s
members of UAB ,Pieno tyrimai“ The
selection was carried out by the institu-
tion representing the Company’s share-
holder — the Ministry of Agriculture of
the Republic of Lithuania. In order to

Table 5.
Remuneration actually granted and paid to the board’s members in 2024

ACTIVITY REVIEW

ensure transparency and professional-
ism, the selection process of independ-
ent members was administered and
consulting services were provided by
an independent company.

During 2024, the board’s members
were allocated 98.6k euros. The actual
remuneration paid depended on the
positions held on the board and no
member’s remuneration was reduced.

.. Allocated Paid (amo-
Name and Positions
Term remunera- unt after
surname on the board .
tion tax)
SUETEIS Board's Chairman  From 25-10-2024 to 24-10-2028 3,733 2,288
Jadovas
Rolandas Independent Board’s  From 27-10-2020 to 25-10-2024
Stankevicius Member From 25-10-2024 to 24-10-2028 22,535 14,489
Vilma = = | ndependentBoardist o o e oossto patinongs 3,068 1,973
Skrypnikovaité Member
Andrius Board'’s Member, From 27-10-2020 to 24-10-2024
Burléga who is civil servant  From 25-10-2024 to 24-10-2028 LU e
. L Board'’s Member, From 07-11-2022 to 24-10-2024
Neringa Guiyte 1 ois civil servant  Fom25-10-204t024-10-208 | 1297 7.:245
Artiiras Palekas Board’s Chairman From 27-10-2020 to 24-10-2024 27,253 16,706
Vygantas IneTeeneins From03-02-2023t024-10-204 19,467 12,517
Sliesoraitis Board’s Member

RSl 9859 | 62,125 |
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The remuneration policy of the Company’s manager and the salary paid

The remuneration policy for the
Company’s director is determined by
the board. The salary of the Company’s
director consists of:

° official salary;
° variable part;
° bonus.

The official salary is determined by
coefficients, multiplying it by the basic
amount of the official salary (remuner-
ation) for the relevant year, established
in the Law on Determining the Basic
Amount of the Official Salary (Remu-
neration) and Recalculating Appro-
priations for Wages of the Republic of
Lithuania, taking into account the Com-
pany’s classification as an enterprise of
category Il. From 01-01-2025, following
changes to the sizes established by law,
according to which companies are di-
vided into categories, the Company will
be classified as category lIl.

The variable part depends on the ac-
tivity indicators set for the Company’s
manager related to the implementation
of the Company’s goals and the fulfill-
ment of the tasks assigned to the man-
ager related to the Company’s internal
administration and is determined once
a year after the end of the financial year
and the approval of the sets of finan-

18

cial statements, taking into account the
specific activity results of the Company
(evaluated indicators) achieved in the
previous year. The size of the variable
part and specific activity results (evalu-
ated indicators) are determined by the
board of UAB ,Pieno tyrimai“ The vari-
able part for 2024 cannot exceed 20%
of the official salary paid to the director
in the previous financial year, and from
the 1st of January, 2025, respectively,
30%.

The economic and financial activity
indicators, their planned values and
the values of the variable part of the
monthly salary of managers are adjust-
ed annually, specified in the strategy of
the private joint-stock company, and
approved by the board of the Compa-
ny. If the Company fails to achieve any
of the set indicators, the variable part
of the managers’ monthly salary is not
determined or is reduced proportion-
ally.

The Company’s board has estab-
lished indicators for measuring activity
results for 2024, which will determine
the variable part of the salary of the
director of UAB ,Pieno tyrimai“, which
the board will allocate in 2025 after the
approval of the financial statements of
2024.

Sales income per employee (average
conditional), thousands euros

Index of good governance
of state-owned enterprises

Sales income from additional activity*,
thousands euros

Employee engagement index

Execution of economic-financial activity indicators of UAB ,Pieno tyrimai”
for 2024 to determine the variable part of the director’s salary

Return on equity, %

Plan and execution for 2024
m

8.8 Executed

335 37.9 Executed
A+ A+ Executed
1,500 1,644 Executed
42 49 Executed

* sales of additional activity - all goods and services sold that are not classified as manda-
tory milk test according to the Milk Purchase Rules and animal productivity test according
to the Rules for the Organization of Dairy Animal Productivity Test.

Variation in the salary of company managers in 2022-2024
Unit of
measure

Salary amount, thousands of

85,866 67,444 94,686
23,339 17,387 25,863
27 26 27

8,505 9,195 =



Remuneration system for other management employees

and employees of the company

The remuneration of other man-
agers, department heads and heads,
specialists, and employees of the
Company consists of:
official (basic) salary;
variable part;
extras and premiums;
bonus.

The official salary is determined ac-
cording to the approved list of posi-
tions, in which positions are divided
into groups according to the func-

Table 8.

tions performed, the nature of the
work, and the minimum and maxi-
mum amounts of the basic salary es-
tablished for those positions.

The Company’s other management
employees are encouraged to achieve
the strategic goals and objectives set
for the Company by a variable part of
their salary for quarterly and annual
results of achieving the set targets,
and by bonuses for the Company’s
work results achieved.

Variation in the salary of the Company’s
other management employees in 2022-2024

Unit of
measure

Lower-level managers

2. Salary amount, thousands of
2.1 bonuses

2.2 variable part

23 other incentive benefits
24 severance benefits

euros

euros

euros

euros

euros

units

504,861 506,000 598,316
9,738 15,850 27,830
11,661 2,126 24,450
61,306 63,419 66,253
13,326 4,184

Management report of 2024

The Company’s payroll system is
constantly reviewed and updated,
taking into account changes in the
labor market and the organization’s
activity goals. All changes are coordi-
nated with the Labor Council elected
by the employees to ensure transpar-
ency and clarity.

The system ensures transparent
remuneration based on objective cri-
teria for assessing the complexity of
positions. Based on these criteria, the
minimum and maximum basic salary
amounts are determined. The com-
pany applies equal pay for the same
or equivalent work, regardless of the
employee’s gender, race, views or
other provisions of the Law on Equal
Opportunities of the Republic of
Lithuania prohibiting discrimination.

Underthe system, equally paid work
is determined according to clear and
objective criteria, assessing wheth-
er employees can be swapped jobs
without significant additional costs
to the employer. The remuneration
system complies with the provisions
of the Labor Code of the Republic of
Lithuania and other legal acts.

ACTIVITY REVIEW

The Company compiles a list of em-
ployee positions, in which positions
are grouped according to:

° nature of work,

° level of responsibility,

° required qualifications.

According to this list, for each group
of positions, the minimum and max-
imum level of basic salary is deter-
mined. The variable part of the salary
is allocated taking into account:

° quantity and complexity of
work duties,

° achieved activity results,

° target indicators.

Employees may also be paid incen-
tive extras for acquired qualifications
or specific types of work, for addition-
al tasks, and new responsibilities or
temporary takeover of functions.

Employees are encouraged by pay-
ing one-time bonuses for achieved
indicators, for good annual activity
results of the Company, very good
performance of duties, for many years
of impeccable work, for implement-
ed rational proposals, loyalty, for very
good communication and coopera-
tion skills in performing their duties,
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and for successful development of ances in difficult life circumstances, 2.5, Dividend P0||Cy
professional competence. Employees such as the death of a close family

are also provided with material allow- member or the birth of a child. The company pays dividends to the  riod and to pay dividends of at least

state budget. The shareholder set a 75% of the distributable profit to the
target for the company to achieve an state budget. Payment of company’s
average annual return on equity (ROE)  dividends:

of at least 5% during the reporting pe-

The average monthly gross salary (before tax) of employees working under
employment contracts changed as follows:

Table 9. 10 lentelé
“mmm Reporting Distributable | Allocated for Pl ke Dividends per
Director 3,903 4,209 7,366 period profit, in euros dividends, ?::uur:ts’ share, in euros
Top-level managers 3,086 3,235 3,551
Lower-level managers 2,069 2,041 2,389 In 2022 371,013 75% 278,260
EREcltS 1923 1939 2135 In 2023 357,960 85% 305,960 0.08
Drivers-forwarders 1,372 1,480 1,517
Laboratory employees 1,305 1,330 1,477 In 2024 412,147 85% 350,325 0.09
Animal productivity test assistants 1,169 1,180 1,349
Farm part employees 1,128 1,135 1,239

In total average 1,471 | 1,509 | 1,674

The Company’s salary fund (including social security contributions)
amounted to:

° In 2024 - 3,850.9k euros

° In 2023 - 3,820.5k euros

° In 2022 - 3,803.7k euros

e 20
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3.OVERVIEW OF ACTIVITY AND DEVELOPMENT AND RISK MANAGEMENT

3.1. Main historical facts of activity

_

In 1993

In 1995

In 1998-1999

In 2001

In 2006

In 2011

In 2013-2019

In 2018

In 2019

In 2021

In 2023-2024

The State Experimental Milk Quality Test Laboratory was established. Centralized test
on milk composition and quality (fat, protein, and somatic cells) were launched.

The laboratory became state enterprise "Pieno tyrimai" and launched monitoring
of milk composition and quality throughout Lithuania.

Introduced mandatory payment system for milk according to the results of laboratory tests.
A website www.pieno-tyrimai.lt has been created, allowing milk producers and purchasers
to monitor test data, ensuring the confidentiality of information.

The company received and international accreditation (German DAP) and later was accredited
by the National Accreditation Bureau

Moved to a newly equipped modern laboratory in Kaunas, meeting EU standards.

Control of milk composition and quality has been strengthened: reliability checks of milk
samples have been launched to prevent falsification.

New tests: determination of cow fertility from milk at an early stage, identification of mastitis
pathogens using the PCR method, feed quality tests using the NIRS method, identification
of antibiotic residues in milk samples using the InfiniPlex test.

Converted to UAB "Pieno tyrimai", for more efficient management and competitiveness.
UAB "Gyvuliy produktyvumo kontrolé" was connected, combining the assessment
of milk quality, productivity, and breeding into a single system.

Implementing sustainability principles, the test process was optimized (the number of tests
performed per milk sample was increased), aiming to reduce the use of plastic.

New tests and services: fatty acids, lactoferrin, mycotoxin test, and calibration and verification
of laboratory instruments

3.2. Description of activity

UAB ,Pieno tyrimai” is a specialized central
national milk test laboratory that conducts
test on the composition and quality of all milk
purchased in Lithuania. The company also con-
ducts tests on the productivity of dairy animals
and provides other services related to the dairy
sector. The company, in the course of its activity,
ensures:

e Reliable assessment of milk quality and safety;

e An advanced and objective breeding assess-
ment system;

e Technical services and innovative test meth-
ods for dairy farms;

e Services that meet international quality
standards for dairy sector participants.

Accreditation, quality standards, and licens-
es. Laboratory competence was confirmed by
National Accreditation Bureau, granting ac-
creditation under:

e LST EN ISO/IEC 17025:2018 - for activity of
physicochemical and microbiological tests of
raw milk and of calibration of measuring instru-
ments;

e LST EN ISO/IEC 17020:2012 - for the activ-
ity of inspection (metrological verification) of
measuring instruments.
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The productivity test service provid-
ed by the company is licensed and ex-
ecuted according to:

e Law on Animal Breeding of the Re-
public of Lithuania;

e Regulation (EU) No. 2016/1012 of
the European Parliament and of the
Council;

e The principles of test conduct, ac-
counting, and data management
comply with the requirements of the
International Committee for Animal
Recording (ICAR), ensuring data reli-
ability and international standards.

Dairy animal productivity tests in-
clude:

e Primary breeding accounting: re-
cording, sampling, and tests of milk
yields;

e Data transfer to the Register of Farm
Animals (UGR) and the Breeding In-
formation System of Farm Animal
(UGVIS);

e Animal productivity analysis and
consultations on milk production
efficiency, reproduction, and feed-
ing optimization.

e Farmers’ training on productivity
test execution and data transfer;

e Consultation on improving milk
quality, preventing mastitis, and in-
creasing productivity.

UAB ,Pieno tyrimai” provides the fol-
lowing Laboratory’s activity services:
e Analysis of the composition and

quality of raw milk (fat, protein, lac-

tose, somatic cells, total bacterial
count, inhibitory materials, freezing
point, etc.);

e The tests are aimed at monitoring
safety and quality and settlement
for purchased milk;

e Determination of antibiotic residues
(chloramphenicol);

e [dentification of mastitis pathogens
by microbiological and PCR meth-
ods.

e Determination of cow fertility from
milk samples;

e Tests for farmers directly selling milk
and dairy products;

e Feed tests — assessment of their
composition and quality;

e Calibration and control milk sam-
ples for laboratories and organiza-
tion of test quality control;

e Maintenance and metrological ser-
vices:

o calibration and maintenance
of milk measuring instruments;
» metrological inspection

of milk refrigerators;

o calibration and verification
of laboratory instruments.




Strategic importance
for the dairy sector

The unified raw milk quality and
safety assessment system operating
in Lithuania complies with EU and in-
ternational standards, ensuring:

e Fair settlement for milk between
producers and purchasers;

e Health protection of dairy product
consumers;

e Meeting the requirements of ex-
port markets and producing quality
products;

e Development of sustainable dairy
farming by improving breeding and
productivity indicators.

The importance of tests
on the dairy animal productivity

This activity is essential for the ad-
vancement of breeding and the effi-
ciency of milk production, and enable
dairy cow farms to make data-driven
decisions, ensuring maximum pro-
ductivity, best health, and maximum
profitability. This is an investment that
helps reduce expenditures, increase
income, and ensure sustainable and
successful dairy farming activity:

e Accurate herd management infor-
mation. Accurate monitoring of each
cow’s milk yield is ensured. Allows
to identify the most productive and

least productive cows. Helps make
informed decisions about selection,
feeding, mating, and breeding;

e Improving productivity and milk
quality. Data analysis allows to im-
prove the amount and composition
of milk (fats, proteins, lactose, etc.).
Early detection of health problems,
preventing a decline in milk quality;

e Optimization of feeding and re-
duction of costs. Tests show how feed
affects milk yield and milk composi-
tion. Allows to make effective feed-
ing plans, reducing unnecessary feed
expenses. Overfeeding or insufficient
amounts of nutrients are avoided,
which leads to diseases and lower
productivity;

e Improving the health of cows. Ear-
ly detection of metabolic diseases (ke-
tosis, acidosis, etc.). Helps identify and
control mastitis, reducing the need for
antibiotic use. More accurate cow fer-
tility monitoring, helping to plan herd
renewal more effectively;

e Breeding improvement. The data
collected are used to accurately select
the best cows for breeding. Facilitates
mating planning, improving the ge-
netic quality of the herd. Contributes
to the breeding of high genetic value
offspring;

e Increase income and competi-
tiveness. Higher milk yield and bet-
ter milk quality mean higher income

Management report of 2024

from milk sales. Farms that regularly
conduct productivity tests can receive
additional support and subsidies. The
long-term sustainability and compet-
itiveness of the farm in the market are
ensured.

International cooperation

UAB “Pieno tyrimai” actively cooper-
ates with international organizations,
aiming to ensure the highest stand-
ards of milk quality assessment and
promote innovations in the dairy sec-
tor. The company participates in the
activity of the International Dairy Fed-
eration (IDF) and the International Or-
ganization for Standardization (I1SO),
developing standards for test meth-
ods and sampling. It also collaborates
with the International Committee for
Animal Recording (ICAR), which aims
to increase the sustainability and ef-
ficiency of the livestock sector world-
wide.

On the 15-18th of October, 2024,
the World Dairy Summit, organized
by the IDF, was held in Paris, France,
and was attended by more than 1,600
experts from 62 countries (scientists,
industry leaders, technical special-
ists, and farmers). The main theme
of the congress was the sustainabili-
ty of the dairy sector, which requires
an innovative approach to farming,
the use of high quality feed, and the

ACTIVITY REVIEW
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constant modernization of farms. The
challenges of climate change, biosafe-
ty, genetics, productivity, and animal
welfare have been discussed, as well
as solutions to increase the efficiency
of milk production, reduce CO, emis-
sions, and improve the quality of dairy
products. One of the important areas
of discussion was the importance of
breeding for the sustainability and
productivity of the dairy sector.

On the 23rd-24th of May, 2024, com-
pany representatives participated

in the conference “Sustainable Live-
stock Systems in a New Era” organized
by ICAR, held in Slovenia. Technical
sessions and visits to dairy farms ex-
plored new opportunities in the areas
of milk analysis, animal productivity
tests, and farm management. The lat-
est applications of mid-IR spectrome-
try were presented, the links between
farm sustainability and milk analysis
were discussed, and the integration of
new analytical parameters into herd
management was discussed.

An important aspect of the ICAR
conference is the exchange of practi-
cal knowledge and experience. There
was established a collaboration with
the technical manager of the Austri-
an Association for Animal Productiv-
ity Tests, who presented successful
experiences in the digitization of
animal productivity tests. Innovative
technologies make it possible to op-
timize work processes, so our Com-
pany plans to introduce new digital
solutions in the field of animal pro-
ductivity tests.

The Company is a member of the
ICAR Reference Laboratory Network
and is actively involved in the ICAR
Milk Analysis Subcommittee. In 2024,
there were two subcommittee meet-
ings and three webinars of the “Extra
MIR” group to discuss the latest ap-
plications of mid-IR spectrometry for
farm management and production
optimization. Quality assessments of
milk test laboratories were analyzed,
and possibilities for predicting new
parameters (lactoferrin, acetone,
BHB, citrates, methane, phosphorus,
etc.) in milk were considered. Such
tests can be significant not only for
monitoring animal health, but also

for implementing sustainable farm-
ing solutions.

ICAR also introduced a new val-
idation procedure for laboratory
instruments and on-farm measure-
ment systems, under which a panel
of experts will evaluate and certify
new technologies. In addition, the
topics of the ICAR conference to be
heldinIndiain 2025 were discussed,
which will include the importance
of milk tests for the development of
livestock, the introduction of new
technologies, and the prospects for
more sustainable dairy production.

Constant participation in interna-
tional initiatives and cooperation
with dairy sector leaders and sci-
entists allows our company to plan
activity improvement, implement
innovative test technologies, im-
prove the quality of services, and
ensure the reliability of results. This
knowledge also contributes to en-
couraging dairy farms to participate
in animal productivity tests and to
offering new services to the market,
sharing information with all dairy
sector participants and stakehold-
ers.



3.3. Development overview

Lastyear, the company continuedits active developmentand strength-
ened its position in both the local and international market. Strategic
decisions have led to the introduction of new services, the implemen-
tation of projects, and closer cooperation with partners and customers.

This service will continue to be ex-
panded. In 2025, the Company plans
to further strengthen the feed test
segment by adding the detection of
the five most important mycotoxins
in feed. This will ensure even greater
safety and quality of feed, contrib-
uting to improving the health of an-
imals and the efficiency of farmers’
activities.

The year was also significant in the
field of tests and experimental devel-
opment. In cooperation with the Lith-
uanian University of Health Sciences,
a test of fatty acids in milk such as
saturated fatty acids, unsaturated
fatty acids, monounsaturated fatty
acids, polyunsaturated fatty acids, De
novo, which is the sum of C4:0, C6:0,
C8:0, C10:0, C12:0, C14:0, and C15:0
acids, mixed origin, which is the sum
of C16:0, C16:1, and C17:0 acids, pre-
formed, which is the sum of C18:0,
C18:1, C18:2, and C18:3 acids, C16:0,

which is palmitic fatty acid, and C18:0,
which is stearic fatty acid, providing
valuable information about animal
feeding efficiency, health, and milk
quality, was introduced to the market.
A program created for farmers with
the ability to view and download test
data on the website platform in excel
format. Farmers receive a detailed per-
centage analysis of fatty acid groups,
including the sum of all acids, as well
as the ratio of protein to fat, which is
important for assessment.

In addition, the Company began
providing a new service for lactofer-
rin test in milk, metrological verifi-
cation of liquid dispensers, and the
product range was supplemented
with a new preservative for milk sam-
ples ,NEBA-PT”. Several significant
projects have been implemented in
the area of sustainability and innova-
tion. Together with the Latvian Farm-
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ers’ Union ,Zemnieku saeima“, we
participate in the EU Baltic Program
,Sustainable Silage”. Also, in cooper-
ation with the Agriculture Chamber
of the Republic of Lithuania and the
European Union, a project is under-
way to reduce mastitis and somatic
cells in milk in order to reduce the use
of antibiotics in treatment processes.
In addition, monitoring of mastitis
pathogens in dairy cows and their
susceptibility to antimicrobial agents
continues, ensuring targeted treat-
ment, rational use of antibiotics, and
improved milk quality.

Latvian feed tests accounts for 56%
of services, collaborating with five
dairy companies and over 600 farmers,
performing over 1,000 milk tests per
month. Estonian feed tests accounts
for 44% of the foreign service struc-
ture. In the international context, the
company further expanded its range
of services — 3 new services were pre-
sented and introduced: calibration
samples, Infiniplex, and PCR tests. This
opened up new opportunities in for-
eign markets and allowed us to offer
even more competitive services.

ACTIVITY REVIEW
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Important attention was also paid to
the analysis of customer needs. Three
surveys were conducted to assess the
practices of rationing feed, custom-
er loyalty, and their satisfaction with
the services provided. Meetings with
clients were actively conducted - 86
meetings were held regarding com-
mercial tests, and more than 1,900
commercial proposals were submit-
ted.

The company has also strength-

ACTIVITY REVIEW

ened its visibility and communica-
tion. A comprehensive advertising
campaign was implemented - op-
erated through four main advertis-
ing channels, 65 visual advertising
solutions were created, 67 texts were
prepared, leaflets were released, and
advertising video materials were cre-
ated. Information about the Compa-
ny’s activity also reached the press -
eight articles were published in four
different publications.

The year of 2024 was intense and productive - investments in scientific
tests, service development, and marketing activities ensured stable growth
and strengthened the Company’s positions. We continue to strive for innova-
tion, quality improvement, and even closer cooperation with our customers
and partners, ensuring the long-term continuity of the Company’s success.

-
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3.4. Service customers and market overview

Service customers
and activity model

The Company’s tests and other ser-
vices are commissioned by a wide
range of participants in the dairy sec-
tor, including:

e Milk producers - farmers and enter-
prises engaged in agricultural activ-
ity (agricultural companies, cooper-
atives, public bodies, etc.);

e Milk purchasers - legal entities regis-
tered in the State Enterprise Agricul-
tural Data Centre in accordance with
the procedure established by the le-
gal acts of the Republic of Lithuania,
purchasing milk from milk producers
for their economic activity. At the re-
porting date, 61 milk purchasers were
registered but 54 purchased the milk;

e Milk processors — companies that
process raw milk into final products,
and they often also carry out milk
buying activity;

e Institutions administering and con-
trolling the dairy sector - state and
supervisory institutions

e Scientific and other enterprises -
test centers, academic institutions,
and other economic entities.

Mandatory tests of purchased milk
and dairy animal productivity con-
ducted by UAB “Pieno tyrimai” meet
the needs of all participants in the
dairy sector — administrative and con-
trolling institutions, milk purchasers,
processors, producers, and other eco-
nomic entities. The company actively
contributes to the creation of a sus-
tainable dairy sector in the country.

The Ministry of Agriculture of the
Republic of Lithuania is the main axis
of the activity of UAB “Pieno tyrimai”:
it is the founder of the company, the
manager of shares, forms the state
policy in the field of the dairy sector,
and performs the functions of its or-
ganization, coordination, and control.
Many of the activities carried out by
the company are directly related to
the functions performed by the min-
istry.

In order to increase the return on
equity for the shareholder, UAB “Pi-
eno tyrimai” also carries out addi-
tional (commercial) activity. However,
both locally and internationally, the
company’s activity is largely based on
the business environment of the dairy
sector.
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COMPANY ACTIVITY MODEL:

Figure 3. UAB,Pieno tyrimai” activity scheme
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The table below contains summarized information about the company’s
service customers and their activity in the market.

Table 11.
Customers of services provided by UAB ,Pieno tyrimai”

Customers and / or payers of services Market part Income part
Ministry of Agriculture of
the Republic of Lithuania
Administrative State Food and Veterinary
; Service
anfi c?ntrollmg 100% 50,2%
bodies in the dairy
sector National Paying Agency
SE Agricultural Data
Centre
Milk producers
Dalry §ector Milk purchasers 100% 44,8%
participants
Milk processors
Consultants, feed
manufacturers Competitive
Scientific and educational | advantagein 0
Dther institutions the quality 3:2%
of services
Other provided and
centralized
. system
Buyers from Milk purchasers, feed 18%

EU countries producers, farms, etc.
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MARKET OVERVIEW: the Lithuani-

an dairy sector has been undergoing Figure 4. Average number of milk producers selling milk for processing, in units
structural changes in recent years due
to both local and global economicand  year Average number of milk producers, in units
geopolitical factors. The decreasing
number of farms, the increasing con- In 2014
centration of milk production in larger
farms, and fluctuating milk purchase In 2015
prices are the main trends affecting
the development of the sector. In 2016
Decrease in the number of dairy
producers and farms. Over the past In 2017 _
decade, the number of milk producers
in Lithuania has steadily decreased. In2018 _
This was due to the following factors:
e Small and medium-sized farms In2019
are not able to compete with larg-
er farms, which can manage costs In 2020 m
more efficiently, invest in modern
equipment and increase produc- In 2021 m
tion productivity, and these are un-
attractive to the heirs, which leads In 2022

to the cessation of farm activity;
In 2023

e Insufficient EU support for small
farms and increasing environmen- In 2024 9,850
tal protection and animal welfare
requirements;

e Volatile milk purchase prices, which
have a particularly strong impact on
smaller farms with limited ability to
amortize price fluctuations.
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The scope of tests and services ing milk for processing. According e Small farms with 1-10 cows still ac-
performed by UAB ,Pieno tyrimai” to data of 2024: count for the majority of all dairy
directly depends on the number of farms — 82.7% (14,224 units), but
dairy herds and the number of cows ®The number of milk producers  theykeep only 19.2% (39.5k units)
kept. The continuous decline in the  (farms) whose sold milk was tested  of all dairy cows;
number of small herds is affecting decreased to 9,850, compared to
the number of dairy producers sell-  three times more (29,958) in 2014. e Larger farms (keeping 51 or more

cows) account for only 3.5% (637

units) of all dairy farms, but they
Figure 5. Distribution of cows by herd size raise more than 54.6% (113k

from 2014 to the 1 of October, 2024 units) of the country’s cows;

in2023 (EVEE 17’37 116
In2021 18 19 40 112
In2019 m 46 )
In2018 | 25) 24 128 48 109
In2017 28 ) 27 51 109
0 50 100 150 200 250 300 350

1-2 @3-5 @6-10 11-20 @21-50 @51 andover
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e The number of cows decreased to
207k units, while in 2014 there
were 35% more of them (318k

units);

e Despite the general decline in the
number of cows, the number of
cows on larger farms grew slight-
ly due to the modernization of the
farm and the breeding of more

productive animals.
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Farmers’ public organizations are
constantly working to increase the
price of milk purchase and bring it
closer to the average for the coun-
tries of the European Union. In the
second half of 2021, with rising
prices for energy resources, prices

ACTIVITY REVIEW

for purchasing natural milk began
to grow rapidly. In November 2022,
they reached their highest level -
546.4 euros/t, but from February,
2023, prices began to fall again. Only
at the end of 2024 they returned to
the level of 2022 and even exceed it.

In December, 2024, a ton of natu-
ral milk cost an average of 580.5
euros/t.

Despite this price recovery, the
downward trend in the number of
milk producers remains pronounced.
Stable and long-term growth in milk

purchase prices could slow the de-
cline of dairy farms and strengthen
the competitiveness of the sector.

Figure 6. Variation in the average purchase price of natural milk and the number of milk producers in 2020-2024.
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Variation in the number of
dairy cows under test. Due to the
withdrawal of small dairy farms from
the market in Lithuania, the total
number of cows is steadily decreas-
ing. However, despite this trend, the
proportion of cows under test in re-
lation to all cows kept is increasing
every year. In 2014, it was 45.5%,
in 2022 - 55.8%, in 2023 - 57.9%,
and in 2024 it reached 59.1%.

More and more farms, especial-
ly larger and modernized ones, are
choosing to conduct animal pro-
ductivity tests to improve herd pro-
ductivity, genetic quality, and milk
production efficiency. However, the
total number of cows under test is
also gradually decreasing, reflecting
the overall change in the structure
of milk production in the country.

Figure 7. Variation in the number of dairy cows in 2014-2024
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The decrease in the number of
cows under test is more stable and
less pronounced than the general
decrease in the number of cows. An-
imal productivity tests are becom-
ing more relevant for larger farms —
more than 75% of all farms keeping
over 50 cows participate in produc-
tivity tests. This makes it possible to
introduce more advanced technolo-

60

In2018 In2019 In 2020 In 2021

I Number of cows under test
—@®— Number of herds under test

40

30

100.6 e 10

In 2022 In 2023 In 2024

—@— Number of cows, IN TOTAL
—@— Number of herds, IN TOTAL
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gies, improve animal health, and in-
crease the productivity of the dairy
farm.

The number of farms conducting
animal productivity tests in Lithua-
nia has decreased over the past year:
e In 2020 - 2.9k of farms,

e In 2023 - 2.4k of farms,
e In 2024 - 2.2k of farms.

Nevertheless, productivity growth
on these farms is obvious. Since
2014, the average annual milk yield
of the animals under test has in-
creased by 2,141 kg (30.7%), fat con-
tent by 97 kg (32.6%), and protein
content by 82 kg (35.3%).

Although the growth in produc-
tivity indicators in recent years has
been small, fluctuating within 1-2%,
a breakthrough was recorded in
2024 - the average productivity of
the cows under test increased by
582 kg of milk, 23 kg of fat, and 20
kg of protein. It is likely that this re-
sult was due to the inclusion of all
animals under test in breeding pro-
grams, promoting a targeted and
effective herd selection process.
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Fat and protein content, kg

ACTIVITY REVIEW

Figure 8. Variation in annual productivity (kg) of cows under test in 2014-2024
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Sale of milk for processing.

Despite the constant decline in
the number of dairy cows and their
herds, the total amount of milk sold
for processing remains stable. This is
due to the efforts of milk producers
to increase herd productivity and
optimize milk production process-
es. As farms grow in size and pro-
ductivity increases, the need for ani-
mal productivity tests, feed analysis,
and other services provided by UAB
~Pieno tyrimai” increases.

Table 12.
Volume of natural fat milk sold by
milk producers for processing

Quan-

" Variation
tity,
thou- (+:-)

sands | thousands

of tons of tons
In2015 | 1,436.5 - -
In2016 | 14104 -26.0 -1.8
In2017 | 1,396.9 -13.5 -1.0
In2018 | 1,363.0 -33.9 -24
In2019 | 1,346.9 -16.1 -1.2
In2020 | 1,354.2 7.3 0.5
In 2021 1,339.6 -14.6 -1.1
In2022 | 1,3456 6.0 0.4
In2023 | 1,3475 1.9 0.1
In2024 | 1,389.9 424 3.1

* Source: Milk market © State Enterprise Agricultural Data Centre



The Lithuanian milk industry is
export-oriented - more than 50%
of domestic milk is exported to
the EU and third countries in the
form of various products. In order
to remain competitive in the in-
ternational market, it is necessary
to ensure high quality and high
nutritional value of milk. UAB ,Pi-
eno tyrimai” strives to be not only
a reliable partner for dairy sector
participants, but also an active
market participant. The company
constantly introduces advanced
test methods, participates in the
administration of milk production
and breeding systems, and contrib-
utes to the strengthening of milk
purchase regulation and quality
control.

The main challenges facing
the dairy sector:

e Increasing environmental
protection requirements;

e Increasing competition for plant-
based milk alternatives;

e Decline in dairy product
consumption due to changes
in consumer habits and anti-
advertising;

e Growth of international trade
competition.

Taking these challenges into ac-
count, UAB ,Pieno tyrimai” actively
participates in international dairy
sector organizations, constantly
improves the qualifications of spe-
cialists and invests in modern test
technologies and equipment, aim-
ing to maintain the highest quali-
ty standards in both milk test and
breeding.
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3.5. Description of the main risks
and uncertainties faced by the Company,
disclosing the risk management policy
and measures to manage the main risk factors

The Risk Management Policy ap-
plied in the Company (the current
version was approved by the board
on the 15™ of March, 2022 and the
implementation and relevance of
the provisions were last reviewed
in February 2024) establishes uni-
fied risk management based on
common principles, in order to
ensure the implementation of the
Company'’s strategic goals, ensure
a safe environment for employees,
and improve the quality of services
provided. It establishes the princi-
ples of risk management organiza-
tion, the risk management process
and appoints people responsible
for the implementation and control
of the Company’s risk management

policy.

The policy sets out three basic

principles of risk management

applied to the company:

e the principle of integrity (risk man-
agement is not a separate inde-

pendent activity, but a structured
process, an integral part of all the
Company’s activity processes and
decisions;

e the principle of relevance and re-
liability of information (risk man-
agement is based only on reliable
and relevant data, including statis-
tical, historical, as well as data ob-
tained through observation and /
or expert assessment);

e the principle of efficiency and pro-
portionality (funds allocated for
risk management are distributed
rationally and economically justi-
fied, and the price of managing a
specific risk does not exceed the
opportunity costs that the Compa-
ny would incur if it did not manage
that risk).

In order to detail the provisions
of the risk management policy, the
company has approved the risk
management procedure descrip-
tion of UAB,Pieno tyrimai” (the cur-
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rent version was approved by the di-
rector’s order on the 12" of January,
2023), which establishes risk man-
agement principles and implemen-
tation guidelines in accordance with
the guidelines of the LST ISO 31000
standard group.

In accordance with this description,
all risks faced by the company are
divided into four types:

e strategic risk (this is a risk that di-
rectly affects the implementation
of strategic goals and objectives,
most often related to political fac-
tors, public opinion, key manage-
ment decisions of the company,
especially the choice of strategic
directions and the setting of goals
and objectives, activity planning,
response to changes in the external
environment, etc.);

e financial risk (market, credit (coun-
terparty) and liquidity (investment)
risk that occurs when the compa-
ny manages its cash resources and
performs other financial operations
necessary to ensure its activity);

e activity risk (the likelihood of incur-
ring losses due to inappropriate or
inefficient internal processes of the
Company or due to the impact of
external events and factors on the
Company’s activity processes, in-
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cluding employee safety and health
management processes, and effi-
cient use of resources);

e reputational risk (this is a risk that
may have a negative impact on
public opinion about the Company.
Reputational risks may arise from
failure to ensure the principle of im-
partiality, inappropriate actions of
employees, systematic or repetitive
errors, insufficient data security and
confidentiality, lack of sustainability,
lack of innovation, corruption that
harms reputation and relationships,
or undermines trust in the Compa-
ny’s activity).

In implementing the Risk Manage-
ment Policy and the risk manage-
ment procedure description, the
following documents are drawn up
and managed in the Company:

e risk register (a constantly updated
document that presents identified
risks, including a risk description,
the department, activity, or process
in which the risk is identified, its
cause and potential impact, existing
actions to manage the risk, proba-
bility, potential consequence, risk
significance, and planned actions to
address the risk);

e risk map (a document that lists all
identified and assessed risks and

presents their distribution accord-
ing to risk significance);

e risk management measure plan
(a document that plans actions to
manage critical and major risks, ap-
points people responsible for their
implementation, and sets deadlines
for execution).

In implementing the integrated
management system, the 12 edition
of the Laboratory Management Sys-
tem Manual of UAB ,Pieno tyrimai”
was approved on the 25™ of March,
2024. It describes the implemented
quality management system that
meets the requirements of the stand-
ards LST EN ISO/IEC 17025 and LST
EN ISO/IEC 17020. The procedures
applied to manage processes are
documented. A total of 40 applicable
procedures are described, regulating
planning and logistics, laboratory
work organization, monitoring and
measurements, equipment mainte-
nance and management, internal au-
dits, staff management, procurement
organization, document and record
management, etc. The procedures
describe the functions assigned to
them, including those related to risk
assessment and management.

The company identifies all possible
insurable risks and insures them. In

the company, many risks are covered
by various insurances: contracts for
real and movable property, vehicles,
cargo, general professional liability
insurance, and employee accident
insurance have been concluded. The
Company does not use hedging in-
struments that are subject to hedge
accounting.

The organization of financial risk
management and the duties and re-
sponsibilities of employees perform-
ing financial risk management are
governed by the financial risk man-
agement procedure approved by the
director. The financial risks faced by
the Company and its management
results are presented in the Part 3 of
the explanatory note to the financial
statements for 2024.

At the beginning of the year, de-
partment / activity managers identi-
fy, analyze and assess department /
activity risks (inclusion of new risks,
review of previous year’s risks, assess-
ment of significance, inclusion of ad-
ditional control measures for already
identified risks). The importance of
risk identification and management
is emphasized to employees and they
are encouraged to identify and record
potential risks. The risk management
coordinator, quality system manager,
and department / activity managers



prioritize identified risks during the
meeting, determine final materiality
assessments, type of risk, and define
a risk management strategy. The risk
register is constantly updated. The
risk map and risk management plan
were approved by order of the direc-
tor on the 28™ of February, 2024. 38
risks have been identified, of which 5
are in critical and high-risk areas. For
all identified risks, a plan of actions
and measures has been established
in order to manage or avoid them.
Monitoring of the implementation of
the planned actions was carried out
every month. The board submitted
comments on the risk map being pre-
pared on the 23 of February, 2024,
and at its meeting on the 18" of June,
2024, it considered the progress of
the implementation of risk manage-
ment measures.

Risk management results for 2024:
out of 38 identified risks, 17 risks were
assessed as low and no additional
management actions were required.
8 risks were controlled, 11 risks are of
a permanent nature, they are man-
aged continuously, and the level was
reduced to tolerable. 2 more risks
are being reduced, but not yet man-
aged, so their management has been
moved to 2025.
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Figure 9. Risk map in 2024
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FINANCIAL
1 | Assessing the solvency of a company and managing cash flows MEDIUM
2 | Risks related to the continuity of agreements paid from the budget MEDIUM
3 Risks related t(.) compliance with afccountm'g standards 4 MEDIUM
and legal requirements for financial reporting
4 | Credit risk arising from holding funds in bank accounts 4 LOW
5 | Application of internal control 4 LOW
6 | Investment decision-making 3 LOW
7 | Credit terms and interest margins 1 LOW
REPUTATIONAL
8 | Risk due to potential conflict of public and private interest 3 MEDIUM
Employees authorized by the control body perform inspections of small containers
9 " . . . 3 MEDIUM
(cold storage tanks) and additional inspection services on farms
10 | Risks related to public procurement conducted by the company 3 MEDIUM
11 | Risks to the transparency of the company's professional activity 2 LOW
Inappropriate control activity may occur due to close relationships established
12 | by employees with organizations or individuals whose products or services 3 LOW
are related to the services provided by the company's laboratory
13 Conflict of interest with the service customer when performing verification or calibration 3 LOW
activity at the customer's premises
14 | Impartiality with the outside 3 LOW
15 | Risk of impartiality, conflict of interest 3 LOW
STRATEGIC
Competition with other laboratories for the development
16 . . . . e 4 HIGH
of commercial services and risk of project volatility
17 | Risk of decrease in animal productivity test services as new technologies develop 4 HIGH
Risk of a significant decrease in the volume of animal productivity tests
18 | due to changes in the state funding procedure 4 HIGH
(supporting only for animals under test included in breeding programs)
19 | Reagents, instruments, tests, or other materials required for the test not delivered on time MEDIUM
20 | Suspension of laboratory work due to accidents and failures in building networks 4 MEDIUM
21 Rl'sks‘related‘ to the c‘ompany s Fompllance ‘ 4 MEDIUM
with increasingly stringent environmental requirements
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®°o
Probability LRIy L1ELS Risk materiality
consequence score
ACTIVITY

22 | Risk of insolvency of customers of animal productivity tests 4 4 CRITICAL
23 | Cyber-hacking risk 2 5 HIGH
24 | Risks due to staff turnover in animal productivity tests 3 3 9 MEDIUM

Risk due to unassured quality management measures in control and calibration
25 L . L . . . 3 3 9 MEDIUM

activity, without participation in external comparisons with other laboratories
26 | Unsatisfactory results of test quality verification obtained 4 2 8 MEDIUM

If information leaks from servers stored within the company,
27 | itis possible to find sensitive customer information from databases: 2 4 8 MEDIUM

personal number, name, and surname
28 | Risk due to verification within agreed deadlines 2 3 MEDIUM
29 | Unit test laboratory equipment failures 2 3 MEDIUM
30 | Human resource management for the smooth running of the company 3 2 6 MEDIUM
31 | Risk due to suspension of Laboratory accreditation 1 4 LOW

Risks related to maintaining employee skills and competencies for infrequently
32 - . . - R 1 4 LOW

performed activity (metrological verification, calibration, and tests)

Ensuring the temperature regime of refrigerators storing reagents, materials,
33 2 2 LOW

tests, and samples

If a non-conformity is identified but the problem that caused the non-conformity
34 |. . . 1 3 LOW

is not resolved, recurring errors are likely
35 Risk of making an incorrect decision when analyzing complaints / 1 3 LOW /

appeals received related to tests, calibration, and metrological verification : '//
36 | Internal impartiality 1 3 LOW /) /
37 | Risk due to disclosure of confidential information 1 2 LOW / /

Risk due to late receipt of information about new regulatory documents /i
38 | in accredited research activity and the effectiveness and integrity 1 2 LOW /

of the management system




4. FINANCIAL AND ACTIVITY RESULTS OF 2024
AND THEIR COMPLIANCE WITH THE COMPANY'S ACTIVITY GOALS

4.1.Financial condition

Equity. On the 31 of December,
2024 The company'’s equity increased
to 4,319k of euros and its growth was
determined by the increase in re-
tained profit and reserves. Retained
profit grew due to the company’s
profitable activity, and the statutory

reserve, as provided for by law, was
increased at the expense of distrib-
utable profit. The majority (88%) of
equity consists of authorized capital,
which has remained unchanged since
2019 and is divided into 3,785k regis-
tered shares.

Figure 10. Equity structure and variation

6,000,000
5,644,007
5,229,615 5,100,206
5,000,000
4,500,000 4232887 4248428 4319.495
340,432 348,765 42,147
4,000,000 40432 4,165 2
3,500,000
3,000,000
2500,000 g
2000000
L i 3,784,731 3,784,731 3,784,731
1,000,000} . " -1

12/31/2022

Il Authorized capital
—@— Equity, in euros

I Reserves

—@— Long-term tangible assets

12/31/2023 12/31/2024

[l Retained profit(loss)

—@— Assets

Management report of 2024

Asset structure. The company’s asset
structure is dominated by fixed assets.
At the end of 2023, the book value of
fixed assets increased due to new ac-
quisitions, but during 2024 itdecreased
due to depreciation expenses. During
2024, 247k euros were allocated for
the renovation of fixed assets, of which
99.9k of euros were invested in new

ACTIVITY REVIEW

projects. In the first quarter of 2024,
the Company sold unused adminis-
trative premises in Vilnius, therefore
the value of fixed assets held for sale
decreased. The value of the company’s
assets at the end of 2024 amounted to
5,644k euros and its growth was deter-
mined by the increase in accumulated
cash funds in term deposits.

Figure 11. Asset structure and sources of financing
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Dynamics of equity and liabilities.
In 2024, equity accounted for 77%
of all financing sources, compared to
over 80% in previous years.There were
no significant changes in the financ-
ing structure, however, at the end of
2024, the Company had no financial
debts to financing institutions, and

Figure 12. Equity and liabilities
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the increase in liabilities was mainly
due to liabilities to employees. At the
end of 2024, provisions were made for
employee incentives for the results of
the year, taking into account the Com-
pany’s activity results and in order to
maintain a competitive motivational
system.
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4.2. Investments during the reporting period
and planned investment projects

The company’s investments in-
creased significantly during the 2023
reporting period, with a focus on up-
grading laboratory equipment. The
largest part of the investment con-
sisted of the acquisition of a bacteria
counter, liquid chromatograph, and
other modern laboratory equipment,
in order to increase the accuracy and
efficiency of tests.

During 2022, the Company made
minimal investments - it purchased
one company car, as well as laborato-
ry, computer, and office equipment.
This was the lowest investment peri-
od in recent years.

The most significant investments
in 2024:

e A more modern feed mill — grinds
feed samples to a finer fraction and
has a self-cleaning function and a
modern dust collection system. This
update not only increased work
productivity in feed tests, but also
created the conditions for the in-
troduction of a new service — myco-
toxin test in feed. In addition, opti-
mized work processes have reduced

dustiness and improved working
conditions for employees.

80.08 kWp solar power plant - in
order to implement sustainability
goals, the Company invested 34k
euros in electricity production,
thus reducing the environmental
impact of its activity and electricity
expenses.

Renewal of sample collection vehi-
cles — the Company’s trucks travel
an average of more than 65k km
per year, therefore their regular ren-
ovation is necessary. In 2024, one
sample collection truck with tem-
perature control equipment was
purchased for 39k euros.
Modernization of the technologi-
cal sewage system - an assessment
of the existing system was carried
out for 14.5k of euros, in order to
prepare the technical conditions
for its renewal, which is expected
in 2025.

Ventilation system renovation - the
ventilation system in the Reference
Test Department was improved for
6.8k euros, ensuring better working
conditions.



e Laboratory and IT equipment up-
grades - various minor upgrades
to laboratory, computer, and other
equipment were made to increase
activity efficiency.

Over the next three years, the
Company plans to make significant
investments in modernization and ef-
ficiency improvements:

e Laboratory equipment - modern
equipment for tests of milk com-

Figure 13. The company’s investments in 2022-2024
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position, somatic cells, and freezing
temperature.

e Upgrading sample collection vehi-

cles with integrated temperature
maintenance systems, ensuring
sample quality during transporta-

ACTIVITY REVIEW

e Changing the business accounting
system - introducing a modern,
more functional system that meets
the latest technological and busi-
ness needs.

tion.

e Renovation of the Animal Productiv-
ity Test Unit’s vehicles — to optimize
employee mobility and efficiency.

700000

The total value of investments in the
period of 2025-2027 is 1,285k euros,
of which 400k euros are planned to
be implemented in 2025.
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4.3. Main financial indicators

Table 13.
The company’s main financial indicators for 2022-2024

Thousands of euros or as specified in the rows Comparison

Fact of 2024 / Plan

(+:°) o (+-)
m point point

1. | Key profit and loss statement indicators

1.1 | Salesincome 5,915.1 6,163.2 6,366 6,673.6 248.1 4.2 510.4 6 307.6

1.2 | Cost price of sales 4,619.1 4,773.9 4,814 4,886.6 154.8 34 112.7 g 72.6

1.3 | Activity expenses 923.6 1,074.5 1,253 1,418.0 150.9 16.3 3435 . 165.0

1.4 | EBITDA 734.5 727.2 761.7 798.9 -7.3 -1.0 71.7 4 37.2 ;
1.5 | Profit before tax 366.5 3234 325 417.0 -43.1 -11.8 93.6 g 92.0

1.6 | Net profit 304.1 284.0 277 3771 -20.1 -6.6 93.1 4 100.1

2. | Key Balance Sheet Indicators

2.1 | Total assets 5,229.6 5,186.3 4,691 5,644.0 -43.3 -0.8 457.7 t8.8 953.0

2.2 | Equity 4,232.9 4,248.4 3,747 4,319.5 15.5 0.4 711 1.7 5725

23 | Total liabilities 9967 | 937.8 044 | 13245 | -589 59 386.7 h—z‘ 380.5 |
24 | Including financial debts 1010 | 188 0 00 822 | -814 | -188 |BRI000 | 00 |
3. | Key profitability indicators

3.1 | EBITDA margin, % 12.4% 11.8% 12.0% 12.0% -0.6% -4.8 0.2% l 1.7 0.0% 0.0

3.2 | Net profit margin, % 5.1% 4.6% 4.4% 5.7% -0.5% 938 11% 239 1.3% 9.5

3.3 | Return on assets (ROA), % 6.0% 5.5% 5.6% 7.0% -0.5% -8.3 1.5% ‘7; 1.4% 25.0

3.4 | Return on equity (ROE), % 7.3% 6.7% 6.9% 8.8% -0.6% 82 21% 313 1.9% 7.5

3.5 | Ratio of comprehensive and administrative expenses to sales income, % 15.6% 17.4% 19.7% 21.2% 1.8% 11.5 3.8% 11-8 1.5% r 7.6 }
3.6 | Activity profitability, % 5.5% 4.9% 4.6% 6.0% -0.6% 109 11% 224 14% 804 |
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Thousands of euros or as specified in the rows Comparison

m In 2023/ In 2022 In2024/In2023 | Factof 22002:4/ HER S

(+5-) o (+-) o (+-)
m point

4. | Key liquidity and solvency indicators

4.1 | Critical liquidity ratio 24 21 15 21 03 125 0.0 0.0 Y
4.2 | Part of cash in total assets (Cash to total assets) 034 0.09 0.13 0.07 03 735 oo 222 i B
4.3 | Working capital to total assets 0.35 0.29 0.15 0.30 -0.06 -17.1 0.01 34 0.15 0
4.4 | Equity to assets ratio, % 80.9% | 819% | 799% | 765% 1.0% 12 -5.4% l 6.6 -3.4% 43
45 | Liabilities to assets ratio, % 191% | 181% | 201% | 235% | -1.0% 5.1 54% 298 33% 166
4.6 | Debt to equity ratio 02 02 03 03 00 00 01 PRS00 | 00 00
5. | Key turnover indicators

5.1 | Fixed asset turnover 24 22 21 26 02 83 04 [ 182 o5 [F2ss
5.2 | Equity turnover 1.4 1.5 1.7 1.5 0.1 7.1 0.0 0.0 -0.2 .Zl 1.8
5.3 | Accounts receivable turnover, in days 23.1 253 342 25.1 22 9.5 -0.2 -0.8 -9.1 6.6
5.4 | Salesincome per 1 employee (average conditional) 29.9 32.1 335 379 22 7.4 58 le 8.1 44 13.1
6. | Reduction in kWh of purchased electricity, % 26.2% 21.1% 5% 10.5% -5.1% -19.5 -10.6% ..2 5.5% [
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Figure 15. Variation of main financial indicators in 2022-2024
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In 2024 the company earned 377.1k euros in net
profit, which is 93.1k euros (+32.8%) more than in
2023 and 73.0k euros (+24.0%) more than in 2022.
This growth was driven by a significant increase in
sales income - it increased by 510.4k euros (+8.3%)
over the year.

Key factors that determined profit growth:

e Sales income exceeded the plan by 307.6k euros
(+4.8%);

e The growth in income from animal productivity
tests were driven by timely decisions related to the
inclusion of animals under test in breeding pro-

42

—ll— Return on equity %

%

6,674 r 10

Plan of 2024 In 2024

- Other, financial activity and corporate tax

—l— Sales income

grams. Although it was planned that from the 1st
of May, 2024, the number of dairy animals subject
to animal productivity tests would decrease by
10,6k units (-8.3%), the actual average decrease
per year was only 4.8k units (-3.8%), compared to
the previous period (see Table 16-17).

e Increased prices for services, which partially com-
pensated for the decrease in the number of milk
producers and cows under test.

e Introduction of new services and search for mar-
kets, which allowed the company to expand the
range of its activity and strengthen its competi-
tive position;

e Taking into account the decrease in the number
of milk producers and the number of cows un-
der test, the company purposefully optimized
its activity and reduced expenses. The work
processes and the functions of the employees
were reviewed and their merger or reduction
was carried out. However, the common activity
expenses grew due to increased remuneration,
rising prices for materials, and ongoing repair
work on the premises.

Profitability and other
financial indicators:

e EBITDA growth was directly related to rising ac-
tivity profit;

e Return on equity (ROE) in 2024 reached 8.85%,
exceeding the planned level of 5.0% and grow-
ing from 7.3% (in 2022) and 6.7% (in 2023);

e Return on assets (ROA) increased by 1.5% points
in 2024 to 7.0% (in 2023 it was 5.5%);

e The company’s solvency and turnover indica-
tors remain strong and its ability to meet finan-
cial obligations is excellent;

e The growth in asset value was driven by in-
creasing short-term term deposit funds;

e The increase in liabilities was mainly influenced
by provisions for employee incentives for work
results in 2024.

In 2024, the company achieved better than
planned profitability indicators and consistent
activity improvement and expenditure optimiza-
tion ensured sustainable financial growth.
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4.4. Main sales indicators

Table 14.

Name of indicator

In 2022

1. Number of routine milk test per 1 milk producer, thousands of units 226.2 240.8
Number of routine milk tests, thousands of units 2,940.2 2,744.8
Number of milk producers, thousands of units 13.0 11.4
2. Average turnover per 1 milk producer, in euros 455.0 540.6
Sales income, thousands of euros 5915.1 6163.2
Additional activity income, thousands of euros 1347.4 1601.4
3. Number of dairy animals under test, thousand of units 126.7 127.3
4.Income from additional tests and services from total sales, % 23% 26%
5. Number of tests completed, in units 37 42

The number of routine milk tests per
milk producer carried out each year is
consistently increasing, while the aver-
age income per farm is also growing.
As farms grow larger, they are given a
wider package of milk tests and related
services to meet their growing needs.

Additional income from commercial
activity in 2024 increased by 42.7k eu-
ros (+2.7%) and was as much as 136.8k
euros (+9.1%) higher than planned.
This was influenced by increased sales
of conventional milk tests to commer-

cial customers, increased demand for
feed tests and calibration kits, and
newly introduced services such as heif-
er registration and fatty acid tests.

In 2023

In 2024

247.2
2,521.7
10.2
624.1
6366
1507.5
116.7
24%
46

255.0
2,524.4
9.9
674.1
6673.6
1644.1
1225
25%
46

2023/2022

(+:-)
point

14.6
-195.4
-1.6
85.6
248.1
254
0.6
3%
5

-6.6
-12.3
18.8
4.2
18.9
0.5
13
13.5

Comparison

2024/2023

(+-)
point

14.2
-220.4
-1.5
1335
5104
42.7
-4.8
-1%
4

e

Fact / plan of 2024

32
X
03 | 2
so
3076 § 4
1366 [ 9.
58 [ 5
1% 42
0 0
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Figure 16. Variation in the number of routine milk tests in 2022-2024
Number of tests, in thousands
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position and quality, which is less creased by 3.1k (-23.8%). e 307, o ™
than in 2023 (2,744.8k units) and 115000 1 '
2022 (2,940.2k units). Over the past Despite these changes, the compa- i
three years, the number of routine ny consistently optimizes laboratory ~ "***]
milk tests have decreased by 415.8k activity and expands the range of ., 2,000
units (-14.1%), which .is directly re- tests in order to adapt to the chang- _| Y18 1927.1 17904 15053 [
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Variation of routine milk tests performed by UAB ,Pieno tyrimai” in 2022-2024

Milk tests carried out thousands of units Comp arison

In 2024 2023/2022 2024/2023 Fact / plan of 2024
(+, (+, (+,

Routine milk composition and quality tests (mandatory, additional, and others on request)

Fat, protein, and somatic cells 823.2 740.9 681.4 659.2 -82.3 -10.0 -81.7 -22.2
Total bacterial count 3834 340.9 307.1 304.9 -42.5 -1 -36.0 -2.2
Inhibitory materials 4914 429.9 3825 373.5 -61.5 -12.5 -56.4 T3- -9.0
Freezing temperatures 53.6 46.9 42.0 39.7 -6.7 -12.5 -7.2 —-1- -2.3
In total 1,751.6 1,558.6 1,413.0 1,377.3 -193.0 -11.0 -181.3 -1—1- -35.7
Routine milk composition and quality tests for dairy animal productivity tests
Fat, protein, somatic cells, and urea 1,188.6 1,186.2 1,108.7 1,147.1 -2.4 -0.2 -39.1 -3. 384
Routine milk tests, IN TOTAL 2,940.2 2,744.8 2,521.7 2,524.4 -195.4 -6.6 -220.4 -8. 2.7

Number of milk producers, thousands of units 4 11.4
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The laboratory conducts tests on fats, proteins,
somatic cells, lactose, and urea, which are funda-
mental for assessing animal productivity. In 2024,
1,147.1k of these tests were performed, i.e. 38.4k
units (+3.5%) more than planned. This was due to
a higher than expected number of animal produc-
tivity tests.

The number of animals under test is a main factor
influencing the scope of these tests. Over the past
three years, it has decreased by 4.2k units (-3.3%)
and in 2024 amounted to 122.5k units.

Table 16.
Number of animal productivity tests carried out

on how many farms choose to develop breeding
herds and on the number of dairy breed animals
under test. Since improving breeding is important
to increase the efficiency of milk production and
ensure higher quality of raw milk, animal produc-
tivity tests are becoming increasingly relevant
for larger and modernized farms. The company
actively encourages economic entities to partici-
pate in this activity by providing accurate and re-
liable data for breeding decisions.

Despite this decline, the laboratory continues to
conduct extensive tests to ensure the accuracy of
milk tests and an effective assessment of animal
productivity.

Animal productivity test (GPT) activity

Animal productivity tests (GPT) is one of the
company’s main areas of activity, accounting for
more than half of all income. In 2024, income
from animal productivity test services amount-
ed to 3,395.8k euros and their volume depends

Average number of animals under test,

Average number of animal productivity tests Comparison i
conducted per month / average number of thousands of units
animals under test thousands of units In 2023 /In 2022 In 2024 /In 2023 | Fact/plan of 2024
. In 2024 64.3 127 455
Plan of (+:-) o (+:-) (+:-)

A 68.4 68.3 58.7 64.3 -0.1 -0.1 -4.0 -5.9 56 In 2023 68.3 (15 4|

a 15.0 15 145 127 0.0 00 23 | 1530 . In 2022 68.4 15 £33

6 433 44 43.5 455 0.7 1.6 1.5 [ 34 2.0 0 20 40 60 80 100 120 140
In total 126.7 127.3 116.7 122.5 0.6 0.5 -4.8 -3.8 ] 5.8 A EC3 ECH
Table 17.

Income received for animal productivity tests by methods

Amount of income from animal
productivity tests, thousands of euros

Plan of
2024

In 2023 / In 2022 In 2024 /In 2023

Income received for completed animal
productivity tests, thousands of euros

Comparison

Fact/ plan of 2024

A 21257 21119 | 22434 | 24749

a 2453 2449 308.2 269.6

c6 407.4 441.5 615.6 651.3
In total 2,778.4 @ 2,798.3 | 3,167.2 | 3,395.8

In 2024 2475 270 651
p(:m)t ;:m)t Plan of 2024 2,243 08 616
-13.8 -0.6 363.0 17.2 2315 10.3 In 2023 2112
04 0.2 247§ 101 386 | -125 In 2022 2,126 D45 407
34.1 8.4 2008 475 | 357 | 58 0 500 1,000 1500 2,000 2,500 3,000 3,500 4,000
19.9 07 | 5975 P 214 | 2286 | 7.2

A mC3 mC6

45
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In 2024, significant changes have occurred in an-
imal productivity test activity. The Ministry of Ag-
riculture of the Republic of Lithuania has changed
the requirements of the Rules on Aid for Breeding,
establishing that from the 1st of May, 2024, state
aid for productivity tests will be granted only to
those keepers of dairy breed animals, who partic-
ipate in breeding programs approved by state in-
stitutions. Prior to this change, support was provid-
ed to all animals under test and animals under test
were not necessarily required to be registered in
the breeding programs approved by state institu-
tions, and the desired result of improving produc-
tivity was not sufficiently effective. In response to
these changes, the company carried out an analysis
of the number of animals under test not participat-
ing in breeding programs and predicted that due
to this limitation, the volume of animal productivi-
ty tests in 2024 will decrease by 10.6k units (-8.3%),
aiming 116.7k units. However, the actual decrease
in the number of tests was significantly less — only
4.8k units (-3.8%), so the company’s income from
this activity exceeded the planned level and was
228.6k euros (+7.2%) higher than expected.

The company earned 597.5k euros (+21.4%) more
in income from the animal productivity tests per-
formed in 2024 than in the previous year, because
the number of dairy breed animals under test in
2024 was higher than planned. Income growth is
also influenced by the fact that the State encour-
ages farms to conduct breeding by paying 70% ex-
penditures on the animal productivity tests and ad-
ditional benefits for the animal under test. Income
increased partly due to increased prices for animal
productivity test services in 2024.

The largest part of animal productivity tests were

46

made up of method A, according to which animal
productivity tests are performed and primary breed-
ing accounting is maintained by licensed employees
of the Company. In 2024, 64.3k units of tests were
performed using this method, accounting for 52.5%
of all test performed. For animal productivity tests
performed using this method, 2,474.9k euros in in-
come — 72.9% of all animal productivity test income.

Other tests and services

The company is constantly expanding its activity
in order to adapt to market changes and create new
demand. In 2024, new tests and products were suc-
cessfully introduced, which contributed to increas-
ing the diversity of services:

e Newly introduced fatty acid tests - more than
5k tests were performed per year;

e The preservative NEBA PT, adapted for stabilizing
milk samples, has been launched and marketed;

Increased sales:
e Feed tests — increased test volume due to grow-
ing interest among farms in feed quality analysis;
e Calibration kits and control milk samples — grow-
ing demand for milk quality control.

The company continues to invest in the develop-
ment of new tests and services in order to increase
activity efficiency and competitiveness of the dairy
sector.

Figure 17. Sales of other tests and services in 2022-2024
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4.6. Structure and variation of sales income

Table 18.
Variation in income and its structure in 2022-2024

thousands
of euros

0 thousands
‘ :

| m24 | 20mp02 2024/2023 Fact of 2024/ Plan of 2024

° 'E 1.1. Tests on milk purchased for processing and / or sale 1,789.3 | 1,763.5 | 1,691.4 @ 1,633.8 -25.8 -14 | -129.7 | -7 -57.6 -3.4 30.2 28.6 24.5
E g For monitoring and control of milk safety and quality | 888.5 876.0 834.9 808.3 -12.5 -1.4 -67.7 -7 -26.6 -3.2 15.0 14.2 12.1
2 9 | ohicn  Milk purchasers 7362 | 7230 | 6978 | 6714 | -132 | -18 | -516 | -7. -26.4 3.8 124 1.7 10.1
E,'I’ 3 Milk producers (sellers) 1646 | 1645 | 1587 | 154.1 0.1 | -01 | -104 | -6. -4.6 29 2.8 2.7 23
£ 1 1.2. Animal productivity tests 2,7784 | 2,7983 | 3,167.2 @ 3,395.8 19.9 0.7 597.5 228.6 7.2 47.0 45.4 50.9
1. Total income from services ordered in compliance 4,567.7 45618 4,859.0 50296 -59 0.1 4678 [103 170.6 35 772 740 754
with legislative requirements (1.1.+1.2.)
Ro ; 2 - S 6616 40.9 60 . g 0 : - ,
Additional tests through the common system 280.8 305.7 | 3137 326.6 24.9 8.9 20.9 6.8 12.9 4.1 4.8 5.0 4.9
f,’fhich: Tests and services for Latvian farms 49.2 50.9 51.8 54.7 1.7 3.5 3.8 .5 2.9 5.6 0.8 0.8 0.8
Additional tests (EKA and commercial agreements) 331.6 384.3 327.5 398.2 52.7 15.9 13.9 3.6 70.7 21.6 5.6 6.2 6.0
0 06 400 64 419 \ 9 4 D b b
Identification of mastitis pathogens by PCR 304 37.4 337 20.6 7.0 230 | -16.8 -13.1 -38.9 0.5 0.6 0.3
Cow calving determination tests 40.5 51.8 60.5 52.1 11.3 27.9 0.3 -8.4 -13.9 0.7 0.8 0.8
Feed tests 133.1 214.7 192.2 274.7 81.6 61.3 60.0 82.5 429 2.3 3.5 4.1
Determination of chloramphenicol 5.4 5.0 3.0 33 -0.4 -7.4 -1.7 0.3 10.0 0.1 0.1 0.1
ROSA method for inhibitory materials 1.1 1.5 1.4 1.6 0.4 36.4 0.1 0.2 14.3 0.0 0.0 0.0
Fatty acid tests 0.0 0.0 0.0 1.9 0.0 0.0 1.9 1.9 0.0 0.0 0.0 0.1
Identification of mastitis pathogens 76.5 65.6 61.5 56.1 -10.9 | -14.2 -9.5 -5.4 -8.8 13 1.1 0.8
= Interlaboratory tests and tests using reference methods 9.1 24.2 11.5 8.8 15.1 165.9 | -154 | - -2.7 -23.5 0.1 0.4 0.1
2 0 . 460 450 445 .4 0.6 B 4.9 4.6 0 6.6 6.6
) Disposable containers 96.2 111.5 109.3 123.0 15.3 15.9 13.7 12.5 1.6 1.8 1.8
Collection of samples from producers 82.5 88.9 91.0 88.6 6.4 7.8 -2.4 -2.6 1.4 1.4 13
Calibration kits, control samples 152.5 167.6 169.2 181.2 15.1 9.9 12.0 [ 7.1 2.6 2.7 2.7
Preservative NEBA-PT 0.0 0.0 0.0 0.2 0.0 0.0 0.2 0.0 0.0 0.0 0.0
Sample preparation for disease tests 19.3 394 0.0 0.0 20.1 104.1 0.0 0.0 0.3 0.6 0.0
Calibration laboratory services 9.2 9.9 6.8 7.8 0.7 7.6 1.0 14.7 0.2 0.2 0.1
Marking and registration of farm animals 15.6 21.7 216 30.3 6.1 39.1 8.7 40.3 0.3 0.4 0.5
Calibration and metrological verification of laboratory instruments 0.0 0.0 0.0 0.2 0.0 0.0 . . 0.2 0.0 0.0 0.0 0.0
Other sales (labels, barcodes, boxes, etc.) 14.4 21.3 52.8 14.1 6.9 479 -7.2 -33. -38.7 -7 0.2 0.4 0.2

Add onal a pta

O O1A
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Company sales income growth
during the reporting period:

e In 2024, actual income -
6,673.6k euros;

e In 2024, planned income -
6,366.0k euros;

e In 2023, income - 6,163.2k euros;

e In 2022, income - 5,915.1k euros.

The company divides its activity

into three main groups:

1) Tests on purchased-sold milk.
These tests are conducted for the pur-
pose of monitoring on milk safety and
quality and control and settlement
with milk producers. The frequency
of mandatory milk tests are regulated
by the Milk Purchase Rules. Since the
number of milk producers in the coun-
try is decreasing every year, income
from this activity has also decreased.
In 2024, the fall in income amounted
to 129.7k euros (-7.4% and this de-
crease was greater than planned, as
the decrease in the number of milk
producers accelerated from August,
when they decreased by 14.5-14.7%
each month, compared to the same
period in 2023;

2) Animal productivity tests (GPT).
Income from this activity in 2024 in-
creased to 3,395.8k euros and the
importance of animal productivity
test activity is growing along with the
modernization of farms and the opti-
mization of selection processes (see
Table 17).

48

ACTIVITY REVIEW

3) The company provides additional
services, including routine milk com-
position and quality tests (ordered
additionally or under commercial
contracts), milk tests performed us-
ing immunoenzymatic and reference
methods, feed tests, sales of control
and calibration samples, sample col-
lection and transportation services,
animal marking, heifer registration,
and other services and sales.

In 2024, additional operating in-
come grew by 42.6k euros (+2.7%)
and the ones that increased them
the most were the followings:

e Feed test income, which grew by as
much as 60.0k euros (+27.9%);

e Sales of control samples and calibra-
tion kits increased by 13.6k euros
(+8.1%);

e Demand for farm animal marking
and registration services increased
income by 8.6k euros (+39.6%).

The company is actively expand-
ing the range of services provided
and seeks to exploit market changes,
focusing on the needs of larger and
more modern farms, constantly look-
ing for ways to increase sales in for-
eign markets.

The company’s income structure
and service payment model. Com-
pany receives the majority of its in-
come (75.4%) from services ordered

by customers in compliance with le-

gal requirements. Mandatory services

include:

e Tests of samples of milk to be pur-
chased in accordance with the fre-
quency set out in the Milk Purchase
Rules;

e Tests of samples of milk directly
placed on the market by milk pro-
ducers;

e Dairy animal productivity tests (GPT).

State-funded services:

© 49.5% of the income from tests of
milk samples purchased for process-
ing comes from the Ministry of Ag-
riculture, which purchases tests to
monitor milk safety and quality;

e 70% of the prices of animal produc-
tivity tests for farms are subsidized by
the state.

Since the prices of these services
are directly related to public funds or
state aid to farms, their determination
shall be coordinated with the board of
the Company. When determining the
prices of animal productivity tests, the
maximum funded prices for animal
productivity test services provided for
in the Rules on Aid for Breeding are
taken into account. If these limits are
exceeded, dairy farms would have to
cover a higher part of the cost of ser-
vices at their own expense.

In addition to mandatory services,

24.6% of income comes from addi-
tional services that contribute to the
functioning of the unified milk test
system and meet the needs of various
actors in the sector:

1) Milk producers:

e Detection of mastitis pathogens
and research for their antibiotic
resistance;

e Determination of cow fertility;

e Feed tests;

e Additional routine milk tests;

e Collection of samples directly
from farms;

e Farm animal marking and
registration, etc.

2) For milk purchasers and proces-
sors’ laboratories:

e Additional routine milk tests;

e Disposable jars and other sample
containers;

e Control samples and calibration
kits;

e Milk tests performed by
immunoenzyme methods;

e Checks on the quality of tests
and tests carried out by reference
methods.

3) State authorities (State Food
and Veterinary Service) orders:

e Verification of the identity of milk
samples with purchased milk;

e For the implementation of the
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monitoring program for the incidence of mastitis
in dairy cows, identifying the causative agents of
mastitis in dairy cows and their susceptibility to
antimicrobial agents.

Figure 18. Income structure in 2022-2024
Income structure in 2022
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Income structure in 2024
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The company, by expanding the range of addi-
tional services and implementing advanced test
technologies, aims to contribute to the efficiency
of dairy sector activities, improving quality and in-
creasing international competitiveness.

Income structure in 2023

Routine
milk tests,
12.0%

Animal
productivity tests,
45.4%

Other tests
and services,

Tests on milk 14.0%

purchased for
processing
and/ or sale,
28.6%

4.7. Variation and structure
of expenses

Compared to 2023, the expenses of the compa-
ny grew by 456.2k euros (+7.8%). Main causes of
increase:

e The growth in salary expenses was 30.4k euros
(0.8%). From 03-03-2024, the monthly salary of
employees has been increased. This decision was
made on the basis of the results of the market
survey of salary for individual positions. Salaries
grew from 5 to 20%, averaging 11.1%. Higher in-
crease of salary expenses has been avoided due
to a reduction in the number of employees.

e The increase in the expenses of materials and
tools for the tests, due to increased volumes of
feed tests, earned 27.9% more income (60k euros)
for these tests;

e Increase in transport expenses due to a change
in the accounting model for the expenses of trips
to farms of animal productivity test assistants.
From 01-06-2023, compensation for nature of
running has been abandoned and the actual fuel
consumption accounting system has been intro-
duced. In addition, more cars were repaired;

e Growth of depreciation expenses associated with
updated tests and other equipment, which en-
sures greater test efficiency;

e The expenses of accrued provisions in 2024 in-
creased to 286.3k euros. Accrued provisions for
vacation benefits, severance benefits to employ-
ees, who have reached retirement age, payment
of variable salary to management employees in
accordance with the established annual indica-
tors, and annual bonuses related to the compa-
ny’s activity.
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Table 19.
Variation of expenses of UAB ,Pieno tyrimai” in 2021-2023

Amount of expenses,
thousands of euros

= Structure, %
Articles of expenses In2023/1n2022 | In2024/ In 2023 X
plan of 2024

Comparison

1 | Salary and social insurance 3,803.7 3,820.5 | 3,940.6 | 3,850.9 16.8 0.4 304 » -89.7 61
2 | Materials and tools 592.5 672.8 636.4 680.6 80.3 13.6 7.8 . 44.2 1 12 11
3 | Depreciation of fixed assets 362.2 409.5 442.6 4114 473 13.1 1.9 5 | -31.2 6 7 7
4 | Operation of fixed assets 321.5 318.3 310.6 371.1 -3.2 -1.0 52.8 E—’ 60.5 6 6
5 | Operation of transport 2235 233.1 285.1 2729 9.6 4.3 39.8 .1 | -12.2 4 4
6 | Other expenses 265.8 452.9 306.8 4314 187.1 70.4 -21.5 -4.7 124.6 5 7
7 | Provision expenses 266 | -587 | 1450 | 2863 | -321 | 1207 | 3450 [N8877 | 1413 .7 4 -1 -1 4
In total 5,542.6 5,848.4 6,067.1 6,304.6 305.8 5.5 456.2 -§ ’ 237.5 lQ 100 100 100

Since the Company’s main area of
activity is the provision of services,
the largest part of the expenses is the
expenses of salary, which in 2024 was
61% of all expenses.

The remaining structure of expens-

Figure 19. Expensesin 2022-2024
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Figure 20. Structure of expenses in 2022-2024
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5.STRATEGY AND ITS IMPLEMENTATION
mission « vision « values

To contribute to the sustainable
development of the dairy sector by

Froviding impartial and competent
M I SS I 0 N aboratory and dairy animal
productivity test services.

To be a leading company providing
the most technologically advance

range of tests and related services
VI S I 0 N to the domestic and foreign dairy
sector.

o Professionalism
VA I.U E S o Responsibility

o Innovativeness

T e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

In order to increase the value created, the Company will take into account
the expectations of the stakeholders involved in the Company’s activity

o Efficient and
profitable activity

e Developing
sustainable
and partnership
activity

and will seek to implement the following strategic directions and goals:

STRATEGIC DIRECTIONS AND GOALS

e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e STRATEGI(DIRECTIONS STRATEGICGOAI-S

e Return to
shareholder

e Securing sales
income for
sustainable business
activity

e Sustainable activity
management

e Improving
the customer
experience
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Strategic directions are formed in
such a way that, after analysis of in-
ternal and external factors, ensure the
continuity of the Company’s activity
and the expectations set by sharehold-
ers. They aim is to implement targeted
and continuous changes that will in-
crease the value of the Company.

In order to implement the strategic
directions, the main strategic goals for
the period of 2025-2027 have been
set. For each strategic goals, measures
are provided, the period of their im-
plementation, the persons responsible
and indicators expressing the values to
be achieved for the strategic goals and
objectives.

Table 20.

Strategic directions and goals for 2025-2027

Effective and profitable activity

Return to shareholder

Ensuring sales income for sustainable Company'’s activity

Objectives

Execution
of the profit plan

Dividend assurance

Reduction of indirect
expenses

Increasing work
efficiency

Animal productivity test
activity development

Development
of laboratory activity

Increasing income
in foreign markets

Adding value
to additional activity

Measurement indicator

Return on equity ROE, %

Profit before tax, thousands euros

Dividends allocated
for the calendar year, %
of distributable profit

Reduce indirect
and administrative expenses, %.

Income per employee
(average conditional), thousands
of euros

Sales income, thousands of euros

Increase the number of cows under test
from the total number of cows
kept in the country, %

Introduction of new services /
methods, in units

Sales income from additional activity
in the foreign market,
thousands of euros

Sales income from additional activity
in the Lithuanian market,
thousands of euros

In 2026

In 2027

>36,9

6,510

61

114

1,591

Target value

> 38,6

6,388

63

117

1,588

> 40,6

6,274

65

119

1,587

Actions

Monitoring of budgets and insights
and responsibilities of managers.

Conduct regular financial assessment:
analyze profitability, return on equity,
and other indicators of profitability.

Eliminate inefficient work and activities, optimize
functions by redistributing work. Increase sales
of supporting activity. Rent of premises.

Standardization and digitalization of work operations
in the Animal Productivity Test Unit, Routine Test,
Reference Test, Logistics,
and Equipment Maintenance Departments.

Farm visits and consultancy activities to attract
new and retain existing users of the animal
productivity test service.

Installation and launch of new services.

Development of existing and new services in Latvia.
Increasing sales of harmonized samples and feed
tests. Introduction of mycotoxin tests to the market.
Customer search and commercial offers.

Increase the sales volume of existing services in the
Lithuanian market and carry out targeted communi-
cation. Increase the growth of tests and commercial
activity income, expanding the tests of corn silage,
mycotoxins, and feed, and start the commercial activ-
ity of the facility maintenance department. Increase
market share and attract customers by conducting
analysis, segmenting the target audience, and imple-
menting commercial offers and a discount system.

e 53
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Objectives Measurement indicator Actions
Good governance index A+ A+ A+
Regularly review the capital structure and maintain the
optimal debt-to-equity ratio, cash flow forecasts, and cap-
. . . - . . . ital investment plan in fixed assets. Efficiency of manage-
Financial sustainability Ratio of liabilities to equity 0.2-0.3 | 0.2-0.3 | 0.2-0.3 )
ment accounting processes: control system of expenses,
software implementation for financial and operational
% management analysis.
% Implement recommendations for improving the transpar-
()]
s Assessment of the transparency ency dimension of the GG, which are presented
g Increasing transparency dimension of the good A+ A+ A+ in 2023-2024. In the Governance Coordination Center’s
2 governance index assessment report on the Good Governance Index
% of State-Owned Enterprises.
©
- % Improving energy Reduction in kWh of purchased 5 5 5 In compliance with the obligations of the Ministry
E P consumption efficiency electricity, % of Energy, every year to reduce electricity consumption.
@ ‘g . Salary that align with market conditions
S 2 Increasing the level of . X
c Employee engagement index +1% +1% +1% and the restructuring of the payment for work system.
£ employee engagement . -
3 Improving communication.
© ) -
c Development of managerial and professional competen-
< Hours dedicated to learning . P ) g . P . p
@ Competency cies. Corruption prevention training on conflicts of interest
o) and development per employee 19 19.5 20 i X .
o development . and employee resistance to corruption. Employee training
£ (average conditional), hours . o K
2 to ensure substitutability and competency matrix. g
o .
N Customer recommendation index 57 59 61 ‘ '
5 ]
‘qc: Development of scientific test activity. Cooperation “ =
1S with foreign organizations and laboratories. Develop- e
o Building partnerships 9 .g s . - P =
2 and improvin Number of cooperation projects, units 5 6 6 ment of relations with Lithuanian agricultural sector =
’ = = = . . . . . . . _— =
3 p . 9 P proj and scientific institutions, academic community, :’-:23;
o I cooperation : e o : =
= and educating future specialists, increasing =
s the visibility of the Company. g‘/ i
5 =
v Customer recommendation index indicator for measuring —
2 -;/
€ customer satisfaction and loyalty. Re-accreditation of test
S
*%‘ activity. Prompt response to customer complaints, analysis
; Deter- of the reasons for non-compliance and identification of
§ Increasing customer minati- places to be improved, improvement actions, and assess-
g_ confidence and service | Number of customer complaints, units on of -10% -10% | ment of their effectiveness. Continuous monitoring of the
E quality the reliability of results to control laboratory activity. Conduct-
fact ing publicity campaigns to increase the Company’s aware-

ness, form a positive image and promote sales in order to
attract new customers, strengthen ties with existing cus-
tomers, and increase trust and loyalty to the Company.




Planned activity indicators

At the time of preparation of the
management report, there is no infor-
mation available to indicate that the
Company’s management intends to
liquidate the Company or cease ac-
tivity or has no other realistic alterna-
tives and should therefore do so.

Table 21.

Taking into account the influence of
the implementation of the set strate-
gic goals and objectives, the variation
of the main indicators characterizing
its activity during the implementation
period of the strategy is presented in
the table:

Economic-financial activity indicators are planned to be achieved in 2025-2027

FINANCIAL AND ACTIVITY INDICATORS In 2025 In 2025 In 2025
Number of routine milk tests, thousands of units 2,347 2,215 2,114
Number of milk sellers, thousands of units 8.6 7.7 7
Number of dairy animals under tests, thousands of units 119 117 115
Sales income, thousands of euros 6,510 6,388 6,274
Sales income from additional activity, thousands of euros 1,705 1,705 1,706
Average turnover per producer, in euros 758 832 893
Cost price of sales, thousands of euros 4,829 4,756 4,653
All expenses, thousands of euros 6,226 6,102 5,984
Net profit, thousands of euros 245 245 247
EBITDA, thousands of euros 685 668 639
Net profitability, % 3.8 3.8 3.9
Average annual return on equity ROE, % 5.8 5.8 58
Average annual return on assets ROA, % 4.6 45 46
Dividends allocated for the calendar year, % / distributable profit 75 80 85
Annual ratio of liabilities to equity, in times 0.3 0.3 0.3
Number of employees at the end of the year 189 177 165
Average monthly salary of employees, in euros 1,855 2,028 2,173
Sales income per employee (average conditional), thousands of euros 36.9 38.6 40.6

Management report of 2024

STRATEGY AND ITS IMPLEMENTATION

The indicators describing the activity results were calculated based on the
actual data for the past 3 years and the following assumptions:

e The main indicators characterizing
activity are planned after evaluat-
ing various aspects of the Compa-
ny’s activity and factors influencing
them.

e Considering the 13.5% decrease in
the number of milk producers in
previous periods and in 2024, we
plan that the number of milk pro-
ducers will decrease from 8.5% to
13.2% during the strategic period.
This will also affect the decrease in
the number of routine milk tests
from 4.6% up to 6.9% per year.

e The company, having implemented
the planned actions and develop-
ment in the Latvian and Lithuanian
markets, plans to increase the sales
volumes of existing servicesin 2025-
2027. The strategy for this period
provides not only for the strength-
ening of the existing portfolio of
services, but also for the growth of
the development of commercial
services and tests. The increase in
the number of additional tests and
other commercial services is envis-
aged as one of the main growth fac-
tors of the Company.

e The number of animals under test
decreased by 3.7% in the period
2023-2024.1n 2024, the part of cows
under testamounted to 59.1% of the
total number of cows in the coun-
try. Taking into account the general
trend of decreasing the number of
cows and animals under test in the
country and the actions envisaged,
we will aim to increase this indicator
from 61% during the strategic peri-
od up to 65%.

o After assessing the decrease in the
volume of milk producers, animals
under test, and services, fluctua-
tions in the prices of test materials,
and changes in work processes and
technologies, pricing during the
strategic period was formed in such
a way that the Company could meet
its goals and obligations and ensure
the continuity of its activity. The
Company must ensure the sustain-
able activity of the Company and
generate sufficient income to cover
the necessary activity expenses and
pay the established taxes and re-
turn on capital to the state budget
that meets the expectations of the
shareholder. From January 2025,
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the prices of commercial services
will increase by an average of 4%,
and from May 2025, it is planned to
increase the prices of routine tests
by an average of 4.7% per test. An
increase in prices for animal produc-
tivity test services is not foreseen
during the strategy period. In 2025-
2027, the planned decline in the
Company'’s total income from 1.8%
up to 1.9% per year.

The objectives set out in the strate-
gic plan include reducing indirect
expenses and increasing work ef-
ficiency. With the implementation
of measures for these objectives, it
is planned to reduce indirect and
administrative expenses by 8%, as
well as increase sales income per av-
erage employee (conditional unit)
from 36,9k euros to 40.6k euros dur-
ing the period of 2025-2027. These
actions should contribute to the
growth of the Company’s activity ef-
ficiency and profitability.

e In order to maintain the competi-
tiveness of work places, the Com-
pany plans to increase the official
salary of employees. Based on the
research of salary market performed
by Korn Ferry, the average salary in-
crease is expected to be 9% in 2025
and 5% growth annually in 2026-
2027. In 2024, salary account for
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69% of the Company’s total expens-
es. Taking into account the decrease
in the number of routine milk tests
and animals under test, measures to
improve work efficiency and opti-
mization of functions, a decrease in
the number of employees is expect-
ed by about 7%. These changes will
also affect the salary fund. In 2025,
salary expenses should decrease
by 5.3%, in 2026, there should be a
slight increase of 0.7%, and in 2027,
to decrease by 1.6%.

e The economic development sce-

nario predicts that while the overall
price growth will slow down, the ge-
opolitical situation will maintain un-
certainty in the prices of energy raw
materials. Therefore, the Company
assesses the increase in the price of
test materials and energy resourc-
es based on the results of past and
ongoing public procurements. The
expenses of materials and services,
which are most sensitive to price in-
creases, are forecast to increase by
0.5 to 15%. The company expects
expenses to decrease by 1.4% in
2025, by 2% in 2026, and by 1.9% in
2027.

Planned investments, after assess-
ing the depreciation of fixed assets,
will lead to a decrease in the value
of assets in 2025 and in 2026, 0.3%

and 5.6% respectively. Although the
investments in the planned period
are intended for equipment renew-
al and ensuring activity continuity,
rather than for the development
of services and direct increase in
income, in 2027 the value of fixed
assets is expected to increase by
12.2%. This growth is associated
with increased investments in ve-
hicles, new software, and strategic
infrastructure modernization, which
will contribute to the Company’s ef-
ficiency and long-term competitive-
ness. These investments will ensure
activity fluidity and reduce the costs
of long-term care.

Changes in current assets and liabil-
ities will be determined by trade ac-
counts receivable and payable, but
these indicators will be monitored
to ensure stable cash flow manage-
ment. It is planned that the com-
pany’s equity capital will remain
constant throughout the period of
2025-2027 and will average 4.2 mil-
lion euros. The company will seek to
maintain financial stability despite
planned investments and related
asset changes.

In 2025-2027, net profit is planned
to average 245k euros per year,
less than in 2024. This is associated
with a general downward trend in

income, which is due to a decrease
in the scale of milk tests and animal
productivity tests, associated with a
decrease in the number of animals
under test and the number of milk
producers. In addition, declining
market activity due to structural
changes in the livestock sector will
also affect income. The downward
trend in the number of milk produc-
ers is also observed in foreign mar-
kets.

e The Company plans its cash flows

for the period 2025-2027 in such a
way as to generate sufficient cash
flows to finance the Company’s dai-
ly activity and ensure the fulfillment
of investments and financial obliga-
tions. The Company’s main source
of money comes from milk and ani-
mal productivity tests and commer-
cial services and positive cash flows
from main activity are of great im-
portance for activity stability.

e The average annual return on equity

over the three years of the strategic
period will be stable at 5.8%. Upon
achieving these indicators, divi-
dends paid to the state budget will
amount to 85% in 2024, and within
the three years of this strategic plan-
ning period, it is planned to allocate
>75% of the amount of distributa-
ble profit as dividends.
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Table 22.
Implementation of the goals of the activity strategy of UAB,,Pieno tyrimai” in 2024.

In 2024

it Actions performed during the reporting period

Strategic direction / goal .

Strategic direction: Effectively and sustainably develop the Company’s activity

Budget monitoring is underway, budget execution coefficient is 1.04. The budget of expenses exceeded by 237.5k euros due to the repair and operation
of production facilities and equipment, as well as for the formed accruals. Income budget execution coefficient is 1.05. More income was received by
307.6k euros due to feed tests and animal productivity tests services and maintenance of animals under test. The optimal capital structure is maintained.
Strategic goal: The annual ratio of total liabilities to equity is 0.3. An analysis of the efficiency and technical condition of fixed assets, vehicle utilization, and test
Ensuring an adequate return Return on equity ROE, % 6.9 8.8 equipment utilization was performed. The procedure for managing overdue buyers’ debts has been developed. The premises in Vilnius have been sold
and tenants are being sought for the vacant premises. Changes in technology and activity processes were carried out: abandoned correlations with jars

to the shareholder
packaging / film coating, introduced measures to ensure the uniformity of work in the laboratory, digitized immunoassay test process, optimization of
the control milk production process, optimization of internal processes in the Finance and Accounting Department, efficiency of the work process of the
animal productivity test assistant, and optimization of the management processes of the Logistics Department and drivers forwarders.
) Effective risk management of the Company is ensured; a risk map has been drawn up, and the implementation of the risk management measures
Strategic goal: Index of good governance ) ) o - ) . L -
. . A+ A+ plan in 2024 is 93%. Monitoring of sustainability practices: a solar power plant is installed on the roof of the company. Monitoring of the application
Ensuring good governance of state-owned enterprises o ) - )
of electricity saving measures was carried out. In 2024, 10.5% (52k kWh) less electricity was purchased than in 2023.

Strategic direction: Be a partner in the dairy sector

Installed: mycotoxin tests in feed, production of Neba-PT preservative, determination of lactoferrin by HPLC test method, and fatty acids

are tested from industry and animal productivity test samples. The development of control activity services has been carried out and an
) 624.1/10.2 | 674.1/9.9 | accreditation certificate has been obtained with 4 new verification methods included in the control area. The field of accreditation of test methods
ros / average number of milk . ) ) .

X has been expanded and an accreditation certificate has been obtained with 1 new method — the test of lactose content by the method
producers, thousands of units . o
of high-performance liquid chromatography (HPLC).

Average turnover of one milk

Strategic goal:
gicg producer, thousands of in eu-

Innovative and attractive milk
and productivity test system

Achieved 82% of large farms (from 101 cows) participating in animal productivity tests. A module for analytical animal productivity test data repor-
ting program has been developed. Improved quality of work in animal productivity tests. Completed: publicity of animal productivity test services,
. . - 1 500* 1,644 training, consultations on the implementation of animal productivity tests, data entry and use, communication with keepers of herd under test and
Increasing the added value of services activity, thousands of euros : . o . o . R .
potential customers of animal productivity test service. An external communication plan was carried out, income from the sale of existing commer-
cial services were increased, and new services were introduced to the market. Analysis of foreign markets and customer search were carried out.

Strategic goal: Sales income from additional

Strategic direction: Creating mutual value between company and employee
The communication improvement measures provided for in the approved employee communication plan were implemented by 94.4%
and the engagement improvement measures were implemented by 92%. Training has been organized to promote the reduction
of discrimination in the work environment.

Strategic goal:
Increase employee engagement Engagement index 42 49
and loyalty to the company

Hours dedicated to learnin
9 The plan for the development and maintenance of competences of professional employees was completed by 87.3%. In cooperation with scientific

Strategic goal: and development per
Retention and development emplo eerzavera pe 18.5 20.5 institutions, 3 student internships were organized, in cooperation with 8 scientific institutions, and 299 people visited the Company. 21 excursions
of competencies proy 9 were conducted. 9 LEAN management trainings were held and employee training was conducted to develop sales knowledge and skills.

conditional), hours

*increased from 1,380 to 1,500k euros, board minutes No. 25V-02 of 22-01-2024
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6.INFORMATION ON SUSTAINABILITY ISSUES

UAB “Pieno tyrimai” does not belong
to the category of companies that are
required to prepare and publish a sus-
tainability report in accordance with
the law on accountability of companies
and groups of companies of the Re-
public of Lithuania. However, in order
to act responsibly and contribute to
the implementation of the sustainable
development goals, the Company vol-
untarily applies selected sustainability
principles in its activity.

The information below is prepared in
accordance with the requirements laid
down in the Article 20 of the said law.

Environment and management

The Company’s sustainable govern-
ance principles are an inseparable and
integral part of its long-term strategy,
realized through the areas of ethics
and transparency of the Company’s
activities, environmental protection,
relations with employees, society, and
customers. The company, taking into
account that its activities may have an
impact on the environment, makes de-
cisions to avoid or minimize negative
environmental impacts.

From the 14™ of November, 2022
UAB “Pieno tyrimai” has implemented
an environmental protection man-
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agement system that meets the re-
quirements of the standard LST EN
ISO 14001: 2015 “Environmental Man-
agement Systems. Requirements and
Guidelines for Use”. On the 15% of Oc-
tober, 2024, an inspection was carried
out, during which it was found that
the company’s environmental protec-
tion management system meets the
requirements of ISO 14001 and the
company’s requirements and is effi-
cient and effective. All raw milk tests,
meter calibration, and verification ser-
vices provided by the company com-
ply with customer, environmental pro-
tection, and other legal requirements.
The environmental protection stand-
ard promotes greater involvement of
workers in the environmental impact
management, resource conservation,
and continuous improvement and care
for the surrounding environment. The
company'’s laboratory activity have the
greatestimpact on the environment by
collecting and transporting raw milk
samples from farms or milk buying /
processing enterprises, therefore the
provisions of the environmental pro-
tection standard LST EN ISO 14001 are
integrated into the planning, organi-
zation, and management processes of
the laboratory management system in

the sustainable development policy.

In order to comply with good gov-
ernance practices, meetings of the
board are regularly organized, during
which the members of the board, us-
ing their existing expert experience,
submit proposals to the management
of the company and together make the
most important decisions.

In 2024, the board, together with the
managing employees of the Company,
actively participated in the prepara-
tion of the Company'’s three-year stra-
tegic activity plan during the strategic
session. The Company’s strategic plan
identifies stakeholders - the owner
(the rights and obligations of the state
as the owner are implemented by the
Ministry of Agriculture of the Republic
of Lithuania), customers (milk produc-
ers, purchasers, processors, and insti-
tutions administering and controlling
milk production, breeding and pur-
chasing, etc.), and the Company’s em-
ployees. UAB “Pieno tyrimai” has com-
mitted to continuing to adhere to the
Sustainable Development Goals and
the Global Accountability Principles.
The principle of sustainable activity is
implemented in all strategic areas of
activity through specific activity goals
and measures. The board meetings not

only discuss / approve the strategy, but
constantly discuss the results of the
implementation of the strategy and
monitor performance indicators. On
the 14" of October, 2024, by order No.
3D-733 of the Minister of Agriculture of
the Repubilic of Lithuania, a new board
of UAB “Pieno tyrimai” was formed.

The company’s strategic goals are
based on the United Nations Sustaina-
ble Development Goals (SDGs).
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After assessing our activity process-
es and the impact on the environment
and communities, in 2024 we remained
on the same SDGs as in 2023, since by
improving our activity and process-
es we can make the most meaningful
contribution to the achievement of
these goals, at the same time making a
significant contribution to future gen-
erations.

We pursue our sustainable devel-
opment goals by introducing new
technologies in the field of laboratory
tests, thus guaranteeing not only fair
payment for the milk we purchase, but
also ensuring the food safety interests
of consumers of milk products, and
by developing the Company’s activi-
ty in the direction of sustainable milk
farming, safe and quality food, while
respecting fundamental human rights
and good governance practices.

Company sustainability policy re-
flects the Company’s approach to man-
aging sustainability risks and is carried

out by prioritizing three main areas -
environmental protection, social, and
economic, which are carried out in the
formation of internal processes of the
Company’s activity, providing services
to domestic customers and cooperat-
ing with other stakeholders.

The materiality matrix of UAB “Pi-
eno tyrimai” sets out the most relevant
social, environmental protection, and
management (economic) topics for
sustainability.

In 2024 In order to hear and evalu-
ate the expectations and suggestions
of the company’s employees, and to
increase their involvement in the de-
velopment and implementation of the
sustainability strategy, a focus group
was organized to determine long-term
goals and indicators for 3 years, which
will be pursued. The goals set are in
line with the UN Sustainable Devel-
opment Goals, the materiality matrix,
stakeholders, and their expectations
and needs.
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Figure 21. Materiality matrix
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Sustainability priorities and goals

UAB ,Pieno tyrimai” is determined to carry out its activity sustainably and responsibly,
prioritizing those questions that need an answer today and tomorrow, as well as those
areas where our impact is greatest.

The company has set long-term goals and indicators, which they seek to implement:

Table 23.
Sustainability priorities and goals for 2024-2026

Indicator value
for the specified period

Indicator Measure
In 2026
SOCIAL AREA
Maintaining and dgvelopmg Hours dedicated to learning an.d. development hours 5185 519 5195
competencies per employee (average conditional), hours

Increasing employee
engagement and loyalty Employee engagement index %. 42 43 44
to the company

Provide employees with 2 days of health

Health improvement holidays .
improvement leave per year

Days per year 400 400 400

Encourage employees
to engage in volunteering / Employees are granted one paid day per calendar year Days per year 40 50 60
donation activity

ENVIRONMENTAL PROTECTION
Reduction in kWh of purchased electricity % 5 5 5

Reducing the impact

of climate change Change in greenhouse gas emissions from the Company's

. % -2 -2 -2
N1 fleet compared to the previous one (assessed from 2023)

Plastic disposable containers (bags, jars, and lids) used for
the transportation of milk samples are handed over to the % 100 100 100
waste manager

Reduce waste generation
through recycling and reuse

GOVERNANCE

Strong and transparent

Zero tolerance for corruption units 0 0 0
governance of the Company
ResRon5|ble supplier Percentage of green purchases on the value % 100 100 100
chain management of all public purchases

ENVIRONMENTAL PROTECTION

Environmentally safe activity

In environmental protection poli-
cy, we commit ourselves not only to
environmental protection legislation,
but also to voluntary requirements
relating to environmental protection
aspects. The purpose of this policy is
to outline guidelines and principles
for ensuring the management of the
Company'’s influence on the environ-
ment. The company has identified
significant aspects of environmen-
tal protection - these are chemicals,
wastewater, transport, electricity,
water, packaging, and waste. In this
way, the Company identifies all as-
pects of activity and services that it
can manage and those that it can in-
fluence through suppliers, customers,
etc. Waste is sorted to separate waste
suitable for recycling and secondary
recovery (circular economy) or to dis-
pose of it in accordance with current
legislation.
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The main environmental
protection goals and objectives
of the Company:
e prevention of environmental pollu-
tion by collecting used chemicals;

e to strive to manage as much waste
generated in the Company as pos-
sible according to the principle of
reduce, reuse, and recycle;

e carry out activity in accordance with
all mandatory requirements of envi-
ronmental protection legislation;

e develop employee competence and
responsible attitude to environmen-
tal protection.

In laboratory activity, the greatest
environmental impact is caused by
the use of electricity (for the opera-
tion of facility and maintenance of IT
systems), water resources (for con-
ducting laboratory tests), and fuel (for
taking and collecting milk samples
on farms for animal productivity tests

and for collecting purchased raw milk
samples for tests, with a total of 265
collection points (289 units in 2022
and 269 units in 2023).

Transport

The company, contributing to the
reduction of environmental pollution
caused by transport and prioritizing
non-emission vehicles using alternative
fuels, in 2024 had 17 cars that met the
Euro 6 emission standard (in 2021, 2022,
and 2023 - 16 units), 4 cars that met the
Euro 5 emission standard (7 units in
2021 and 5 units in 2022 and 2023) and
10 cars that met the Euro 4 emission
standard (20 units in 2021, 15 units in
2022, and 12 units in 2023).

The company has a fleet of 31 cars (in
2021 - 43 units; in 2022 - 36 units; and
in 2023 - 33 units). The largest part of
the Company'’s vehicles in 2024 consist-
ed of diesel cars - 19 units, gasoline /
gas — 10 units, gasoline — 1 unit, and
gasoline / hybrid - 1 units.

Figure 22. Company transport by EURO class

In 2023

In 2021

In 2022 In 2024

- Euro 6 - Euro 5

- Euro 4
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Comparing the data of the last few
years, although the fleet is reduced (in
2021 - 26 units and 17 units; in 2022 -
21 units and 14 units and 1 hybrid /
petrol car; in 2023 — 20 units and 12
units and 1 hybrid / petrol car), but the
consumption of fuel (especially diesel)
increased by about 12% compared to
last year (113,470 liters of diesel were
consumed in 2023). This jump was ob-
tained for two reasons:

e changes in the regulation of fuel ac-
counting procedures for the staff
of the Animal Productivity Test Unit
(rules on cars used under loan agree-
ments, approved by the director’s or-

Figure 23. Fuel consumption
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2023). The procedure for accounting
for fuel used by animal productivity
test assistants to travel to farms has
been changed, as the provisions of
the Labor Code regarding compensa-
tion to employees for the mobile na-
ture of work have been repealed as of
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In 2024, it was planned to develop
and implement an economic driv-
ing assessment system, which would
serve as a motivational system that al-
lows the driver to receive an extra for
economical driving every quarter, but
after finding that the software data is
not reliable, it was decided to post-
pone the application of the system.

In 2023, the assessment and ac-
counting of greenhouse gas emis-
sions from the N1 car fleet began.
Greenhouse gas emissions in 2024
amounted to 131.08 tonnes CO, eq.
andin 2023 - 144.8 tonnes CO, eq.The
company has set a long-term goal to
reduce the impact of climate change

in 2024 and set an indicator to reduce
it by 2%. Greenhouse gas emissions
to the Company’s N1 car fleet. This in-
dicator was achieved by abandoning
polluting cars. Greenhouse gas emis-
sions in 2024 decreased by about 10%
compared to the previous year.

Responsible consumption

The introduction of a systemic /
complex approach to the environ-
ment has led to energy efficiency.
Considering the current geopolitical
situation, great attention was paid to
increasing energy efficiency by reduc-
ing electricity consumption in all ac-
tivity processes.

Figure 24. Electricity consumption, thousands of kWh
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In the Company’s strategic plan for
2024 and the long-term goal plan for
2024-2026, it was planned to reduce
the purchased electricity by 5%. A
better result was achieved: in 2024,
10.5% (52k kWh) less electricity was
consumed than in 2023. Electrical
power from 650 kW to 300 kW was
also reduced. After the reduction,
the power component is distributed:
linel-120 kW, line Il - 120 kW, line Il -
60 kW. In October 2024, a solar power
plant was put into operation, which
generated 400 kWh of electricity by
the 31°t of December, 2024.

Figure 25. Water consumption, m3
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In order to conserve water resourc-
es, the Company conducts moni-
toring of water consumption. Com-
paring indicators for several years, it
was found that water consumption
remains unchanged. The company’s
laboratory consumes an average of
about 200 m?® of water per month for
its own needs. It has been noticed
that water consumption has fluctu-
ated slightly every month since 2020.
However, in 2024, due to the decrease
in the number of milk samples, water
consumption was 15% (398 m?3) less
thanin 2023.
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The company, in order to contribute
to the environmental protection policy
goals related to the solution of climate
change problems, the use of resources
and sustainable consumption and pro-
duction, joins the green procurement
instrument of the Government of the
Republic of Lithuania. In 2024, green
purchases in the Company amounted
to 100%. Another indicator set out in

SUSTAINABLE DEVELOPMENT

the 2024-2026 long-term goals plan
has been implemented.

As the number of milk producers and
animal productivity test farms decreas-
es, the number of disposable plastic
containers used for sampling also de-
creases. We noticed that every year the
consumption of disposable containers
decreases significantly.

Figure 26. Consumption of disposable containers for milk sampling
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With the decrease in milk samples,
milk purchasing / processing compa-
nies refuse to use containers with a
capacity of 80 jars for the transporta-
tion of samples, preferring disposable
bags with a capacity of up to 8 jars. In
2024, 4,700 units of this type of bag
were issued, or 8-13% more than in
2023 (4,100 units) and in 2022 (4,300
units).

Used seals, broken containers, and
sample transportation containers are
given to UAB “Zalvaris”. In 2024, 92 kg
less plastic transferred (1,177 kg) than
in 2023 (1,269 kg). Plastic disposable
jars and disposable bags as second-
ary raw material are sold in UAB “Plas-
tic Chips”. In 2024, transferred 21,126
tonnes of plastic. For comparison, the
total amount of plastic transferred for
recycling in 2022 was 23,660 tonnes
andin 2023 was 21,938 tonnes. Both of

these companies are registered in the
State Register of Waste Managers, have
all permits and licenses established by
legislation, and carry out accounting
of waste generation and management
using the Unified Product, Packaging
and Waste Record Keeping Informa-
tion System. The company’s long-term
objective for 2024-2026 to reduce
waste generation through recycling
and reuse and to transfer 100% of sin-
gle-use plastic containers (bags, jars,
and lids) used for the transportation of
milk samples to a waste manager has
been met.

UAB “Pieno tyrimai” uses various
chemicals to carry out laboratory tests.
The chemist of the Reference Test De-
partment, appointed by order of the
director, annually submits data and in-
formation on the hazardous chemical
materials and preparations used in the

Figure 27. Laboratory chemicals, including mixtures of laboratory
chemicals, consisting of or containing hazardous chemicals
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information system “Environmental
Information Management Integrated
Computer System” In this system, data
is filled in since 2017.

In accordance with the requirements
of the Law on Packaging and Packag-
ing Waste Management in the Repub-
lic of Lithuania, UAB “Pieno tyrimai”
packaging and waste generation ac-
counting is carried out electronically
in the Unified Product, Packaging and
Waste Record Keeping Information
System, including all waste generat-
ed in the Company in the completed
waste generation accounting journal.
The implementation of waste and
packaging accounting in the Unified
Product, Packaging and Waste Record
Keeping Information System started
from 2018. A contract has been signed
with UAB “Zalvaris” for the collection
and disposal of chemical residues from

the Company’s laboratory and for the
service of filling out the waste gener-
ation accounting journal since 23-10-
2019.

The variation in the quantities of haz-
ardous waste transferred by the Com-
pany to the waste manager is shown in
figures 27 to 29:

The disposal of residues of laboratory
chemicals, including mixtures of labo-
ratory chemicals consisting of hazard-
ous substances, to a waste manager
has evolved slightly. The number of
materials (712 kg) and packages con-
taining residues of hazardous chem-
icals grew to 209 kg or about 19%
more than in 2023. This jump has been
observed since 2023, when the Vapo-
dest 500 automatic steam distillation
system was introduced, designed to
determine protein content in milk us-
ing the reference Kjeldahl method.

Figure 28. Packaging containing or contaminated

with residues of hazardous chemicals
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Figure 29. Small IT and telecommunications equipment

Resulting quantity, kg

In 2024, the transfer of worn-out
small IT and other telecommunications
equipment to waste management
companies increased significantly, even
up to 256 kg. The green waste gener-
ated in the laboratory activities after

SOCIAL RESPONSIBILITY

Employee welfare

and occupational safety

The company, taking into account the
importance of all areas of social responsi-
bility and in order to ensure harmonious
activity, follows the following principles:

Table 24.

I in2022

In 2023

B 2024

the feed tests is also transferred to the
waste manager UAB ,Rokvesta“. Due to
the increase in the volume of feed tests,
1,430 kg of green waste was transferred
in 2024, compared to 1,280 kg in 2023
and 1,535 kg in 2022.

respect for human rights, protection of
occupational safety and health, employ-
ee training and qualification improve-
ment, strengthening relations with
various scientific institutions, and coop-
eration with local communities.

The company had 202 employees at
the time of the report’s conclusion.

| Year | 202 | 2023 | In2024 |
238 227 202

Employees
women

Average age, years 54

187 51
men

178 49
women men

55 55

157 45
women men

Due to the specifics of the Compa-
ny‘s work, most of the staff consists of
laboratory test employers and dairy
animal productivity test assistants,
who take control milk samples and
keep breeding records on farms. Wom-
en most often choose to work in these
areas, which determines the large part
of women in the staff structure (78%
in 2024). Men work in the Company
in the positions of drivers-forwarders
and technical specialists. Since the
Company employs significantly more
women, this trend also persists at the
management level: the top-level and
activity managers (director, chief fi-
nancial officer, advisor to the director,
head of animal productivity test activ-
ity, head of the quality system, head

of the Laboratory, head of the General
Affairs Department) are 5 women and
2 men, and the heads / managers of
structural units (departments) are
8 women and 6 men.

Equal opportunity law policies em-
phasize intolerance to discriminatory
treatment based on race, gender, na-
tionality, political or religious beliefs,
health, or disability. The main focus
is on the ability to perform the work
well, without discriminating against
employees based on age, gender, or
location. The figure below shows the
distribution of employees in the ani-
mal productivity unit by age, sex, and
location.

Figure 30. Employees of animal productivity tests by age, gender, and location
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Salaries and their distribution

The company carries out a socially
responsible approach to the work-
ing conditions of employees and
their support. The company is guid-
ed by equal remuneration and social
responsibility provisions in relation
to employees. On the 20™ of March,
2024, the Rules of the Labor Payment
System were revised and approved by
the director’s Order No. 13V-0029.

Additional financial

incentives for employees

The company is socially responsi-
ble and takes care of its employees,
supporting them financially in case
of disaster. As every year, in 2024, 16
employees were paid material allow-
ances upon the death of close rela-
tives, the birth of a child, weddings,
and other occasions. At the end of the
year, on the occasion of the holidays,
all 202 employees of the company
were presented with gift certificates
(cards).

In accordance with the plan devel-
oped by UAB “Pieno tyrimai” to im-
prove employee engagement, which
focused on employees’ social needs,
cooperation, and additional non-fi-
nancial incentives, the following
events were organized: on the 13 of
February, a Mardi Gras celebration,
on the 27" of June, an excursion to

66
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Kairaiciai Farm (Kazly Rada District),
from the 1% of July to the 1% of Sep-
tember, an employee step challenge
“Let’s Conquer Lithuania” was held,
on the 14 of September, a summer
staff meeting was held in Rumsiskeés,
in November, “Pie Day”, and on the
28" of December, a Christmas cele-
bration was organized for employees
and their family members - a visit to
the cinema.

Human rights

UAB “Pieno tyrimai” social respon-
sibility policy emphasizes respect for
human rights and privacy, although
the field of human rights is not the
area in which the Company makes
a significant impact. The Company
prohibits discriminatory behavior
against a person based on their race,
nationality, gender, religious or po-
litical beliefs, membership in organ-
izations, health or disability, and en-
sures equal opportunities and rights
for employees. The Company’s Equal
Opportunities Policy, approved by
the order of the director on the 17t of
March, 2021, as well as the employee
remuneration system, code of ethics
and other documents, establish the
implementation of the principles of
equal opportunities and every effort
is made to ensure that these prin-
ciples are adhered to flawlessly. Re-
spect for human rights is an integral

part of the Company’s core values.
The Company’s job advertisements
include an entry that UAB “Pieno tyr-
imai” does not discriminate on the
basis of gender, age, sexual orienta-
tion or sexual identity, ethnic identi-
ty, religion, or disability.

The impact analysis survey conduct-
ed in 2022 showed that in the social
area, stakeholders also pay the most
attention to human rights and adher-
ence to the Company’s culture and
values. Since 2020, the Company has
not recorded a single case of violation
of employee rights or labor conflicts.
It is planned to respond responsibly
to reports of human rights violations
that employees can submit to the di-
rector of the Company, and in case of
a problem situation, a decision will be
made by a commission of competent
people formed by the director.

On the 26™ of October, 2022, by the
director’s order No. 13V-0108, the pol-
icy for the prevention of psychologi-
cal violence and harassment in the
workplace of UAB “Pieno tyrimai” was
approved and a person responsible
for organizing the prevention of psy-
chological violence in the workplace
was appointed. The company’s policy
encourages the creation of a working
environment in which an employee
or a group of employees would not

experience hostile, unethical, and hu-
miliating actions that violate the hon-
or and dignity, physical or psychologi-
cal integrity of an individual employee
or their group, to involve employees
in the problem-solving process, and
to create opportunities for employ-
ees to submit proposals for work or-
ganization. On the 2" of October,
2024, internal training “Human Rights,
Non-Discrimination of Employees and
Ensuring Gender Equality” was held.

In May 2024, the Labor Council or-
ganized an employee survey about
the physical and psychosocial work
environment on the topic “Ask the
Manager Everything”’, during which
employees were given the oppor-
tunity to ask the company manager
guestions of concern, and the man-
ager was given the opportunity to
directly hear problems and expec-
tations, solve them here and now,
and if there is no solution, be sure to
return with answers. During a hybrid
meeting with employees, the direc-
tor answered questions of concern to
employees. In 2024, as needed, meet-
ings of employees of individual de-
partments were held with the direct
manager to discuss current working
issues, upcoming plans, and changes.

UAB “Pieno tyrimai” employs 8 em-
ployees with disabilities. For disabled



employees, working conditions are
adapted in accordance with the con-
clusions issued by the Disability and
Working Capacity Assessment Office
under the Ministry of Social Securi-
ty and Labor on the nature and con-
ditions of work. In accordance with
them, orders are issued prohibiting
employees from working under the
influence of physical, ergonomic, and
physical risk factors specified in these
conclusions. Managers of the employ-
ees are obliged to ensure and control
that disabled employees do not work
under the risk factors specified in the
conclusions on the nature and con-
ditions of work. Also, all employees
with disabilities are appointed to work
overtime, work at night and stay on
duty only with their written consent
and only if this is not prohibited by the
conclusion issued by the health insti-
tution on the nature and conditions of
work.

All employees of the company are
free to gather in any organizations.
The company has a trade union, cur-
rently uniting 29 employees. In the
Company works and the interests of
employees are represented by the
Labor Council of employees elected
in 2024, which actively participates
in solving all important issues for the
Company and creates social dialogue

between the employer and employ-
ees. Effective social dialogue in the
implementation of information and
consultation  procedures contrib-
utes to better mutual understand-
ing between the organization and
its employees and healthy relations
between employees and managers.
For this purpose, in 2024, the admin-
istration of the company and the La-
bor Council organized 6 meetings to
refine and adjust the draft payment
system, the allocation of extras and
allowances, the procedure for organ-
izing the test of employee involve-
ment and other issues and problems
encountered.

The company will continue its ef-
forts to achieve even more positive
changes in this area, focusing on
social equality through the fair pay
model, achieving gender equality,
preventing any type of discrimination,
and ensuring the safety of employees
and the best health protection.

Occupational health and safety

The Company strictly adheres to
established occupational safety re-
quirements, constantly improves the
working environment, implements
preventive measures, and strives to
minimize factors that may negatively
affect the health or safety of employ-
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ees. All employees must comply with
established occupational safety re-
quirements in the workplace and reg-
ularly update their knowledge.

When creating a safe working envi-
ronment, the Company is guided by
the Law on Occupational Safety and
Health of the Republic of Lithuania,
the Labor Code, and the following
standards:

e LST EN ISO 26000:2020 “Guidelines
for Social Responsibility”;

e LST EN ISO 14001:2015 “Environ-
mental Protection Management
Systems. Requirements and Guide-
lines for Use”.

In 2024, one of the priority sustain-
ability goals in social issues was to
provide employees with an additional
2 days of health improvement leave.
This initiative came into effect in May
and was used by 129 employees or
252 days (the target for 2024-2026 in
the long-term goals plan was 400).

Employees whose nature and specif-
ics of their activity allow them to per-
form their assigned functions in a form
of remote work organization may take
advantage of the opportunity to work
remotely. The employee coordinates
the duration and time of remote work
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in advance with the director of the
Company and his / her direct manager.
The Company’s management has the
right to apply flexible working condi-
tions to employees and, in the event of
serious reasons, allow an employee to
leave their work place. The possibility
to work remotely is used by 50 employ-
ees of the Company.

The establishment of safe and
healthy working conditions in the
Company is regulated by the require-
ments of the Labor Code of the Repub-
lic of Lithuania, the standard LST EN
ISO 26000:2020 “Guidelines for Social
Responsibility”, and other legal acts
on occupational safety and health.
Adequate working conditions have
a strong impact on the quality of life,
economic, and social development of
employees and their families. When
creating a safe working environment,
periodic assessment of occupational
risks in the workplaces of employees is
carried out. Employees of the Compa-
ny, by the nature of the work, are pro-
vided with personal protective equip-
ment to prevent injuries and accidents.
In 2024, 1 accident was recorded on
the way to work due to slippery road
surfaces. Since 2022, the Company has
had a joint employee and manage-
ment health and safety committee,
which examines safety instructions
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and inspects and resolves issues raised
by employees and managers.

Great attention is paid to the pre-
vention of employees’ health - funds
are allocated for periodic mandatory
medical examination. The Company
ensures that all employees working
in the natural environment are vacci-
nated against tick-borne encephalitis
at the Company'’s funds. Also, all em-
ployees, who wish, are additionally
vaccinated against influenza: in 2024,
20 employees were vaccinated, in
2023 - 27 employees, and in 2022 - 32
employees. Since 2020, all employees
of the Company are annually covered
by personal insurance against acci-
dents (death as a result of an accident,
disability, and various injuries).

In order to ensure a healthy, safe,
and hygienic working environment,
the Company tries to involve employ-
ees in these activities, contributing to
healthy lifestyle initiatives. A bicycle
storage rack is installed in the court-
yard of the Company building so that
employees can ride bicycles to work
during the warm season.

Employee training

and competency development

The implementation of strategic
goals and the pursuit of the Compa-
ny’s vision is impossible without pro-
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fessional and competent employees.
The staff policy of UAB “Pieno tyrimai”
focuses on the development of pro-
fessional skills of employees and the
formation of an organizational culture
that creates greater value for the em-
ployees themselves and society. Each
year, the management of the Com-
pany evaluates the available compe-
tence of the employees and outlines
what qualifications are missing in the
current activity and / or orientation
towards the planned expansion of
activity in the future. Every year, not
only professional (internal and exter-
nal) training is organized for employ-
ees, but also occupational safety and
health training, and periodic briefings
on safety and health issues are con-
ducted. At the beginning of the year,
plans are drawn up both for internal
training, when training is carried out
within the Company with its own re-
sources, and for external training,
when training is carried out by external
organizations according to the formed
needs. Staff training is planned at the
beginning of each year with an annual
training plan approved by the director.
The total number of training hours for
the Company’s employees was the fol-
lowing:in 2024 - 4120 hours (in 2023 -
4247 hours; in 2022 - 3099 hours). By
conducting external training, all em-
ployees of the Company were pro-
vided with opportunities to improve

and raise their qualifications in vari-
ous organized seminars and courses.
In 2024, 62 employees participated in
such training, in 2023 - 66 employees,
and in 2022 - 81 employees.

In 2024, great attention was paid to
training in the development of lead-
ership competencies of managers:
change management, inspiration and
development, management of sensi-
tive and complicated work situations,
etc. For this purpose, the Grand Part-
niers management e-training plat-
form was purchased, with one hour
each Wednesday devoted to listening
to and discussing training.

In 2024, Lean management train-
ing continued (9 training sessions of
7 hours each), which was attended by
18 management employees, depend-
ing on the topic. During all trainings,
the aim was to share experience with
each other, thus strengthening co-
operation and teamwork. One of the
long-term goals for 2024-2026 was
the maintenance and development
of competencies, with >18.5 hours
dedicated per employee for learning
and development, which has been
achieved.

In 2024 the Company organized 2
employee selections to fill vacant po-
sitions: 1 selection for the position of

animal productivity test assistant and
1 selection for the position of logistics
manager-coordinator. After assessing
qualifications and work experience, a
candidate for the position of logistics
manager-coordinator was selected
from internal resources (Company’s
employees) and for the position of an-
imal productivity test assistant from
external resources.

Each year, staff activity is discussed
through annual and interim activi-
ty interviews with employees, dur-
ing which employees together with
managers set annual goals linked to
the Company’s strategic goals and
objectives, their implementation is
discussed, the need for training is de-
termined, and feedback is provided.
In 2024, interviews of activity discus-
sions were conducted with 199 (99%)
employees, and in 2023 - with 232
(97%) employees.

Relations with society

UAB “Pieno tyrimai” by its activity
creates added value for the dairy sec-
tor business and society by promot-
ing healthy and high-quality raw milk
production. The company’s activity is
socially responsible. Animal produc-
tivity test units, carrying out their
activity directly with farmers, work
closely with local communities and
the people living in them.



In the field of relations with society,
permanent cooperationis created and
maintained, based on the common
interests of sustainable development.
Understanding the importance of sci-
ence for sustainable development, we
cooperate with scientists, enabling
them to obtain data for ongoing sci-
entific projects. In 2024, as in 2023,
the Company, together with scientists
and other institutions, participated in
the following projects:

e Control of the identity of purchased
milk and samples of this milk;

e “Sustainable Silage” - we are imple-
menting the EU Baltic program with
the Latvian Farmers’Union“Zemnie-
ku saeima”

e Monitoring of mastitis pathogens in
dairy cows and their susceptibility
to antimicrobial agents.

e “Measures to Reduce the Number
of Mastitis and Somatic Cells in Milk,
while Reducing the Use of Antibi-
otics in the Treatment of Mastitis in
Farms” — with the Chamber of Agri-
culture of the Republic of Lithuania
and the EU.

These projects involved 442 dairy
farms, the number of tests carried
out — 154,733.

Since 2021, the cooperation agree-
ment with the Public Institution Prac-
tical Training and Testing Centre of

the Lithuanian University of Health
Sciences has been continued, on the
basis of which our laboratory con-
ducts tests on milk fatty acids and
provides data for the purposes of sci-
entific / practical application and sus-
tainable farm herd management.

We invite everyone, who wishes to
become familiar with the activities of
the Company to visit the Company.
During visits and excursions, we intro-
duce the Company’s activities, tests
conducted, calibration and verification
services for milk quantity meters and
digital thermometers, liquid dispens-
ers, mid-IR range meters, and inspec-
tion of refrigeration tanks. In 2024, the
Company conducted 21 excursions,
visited by 299 people. 2,354 custom-
ers were provided with information
of interest by telephone about the
tests and services being performed,
activity, projects, and other issues. The
largest number of calls (42%) consist-
ed of logistical issues, 33% - tests and
services, 10% — accounting questions,
9% - information technology services.
For comparison, in 2023 there were 21
excursions and 378 people visited, and
in 2022 there were 18 excursions and
76 visitors visited.

Contributing to quality higher
education, the company annually
accepts students to conduct intern-
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ships. In 2024, 4 students had the
opportunity to do voluntary intern-
ships. For comparison, in 2023, 2 stu-
dents conducted apprenticeship in
the laboratory, in 2022 - 8 students,
and a 2-month long internship at a
distance was organized for 2 stu-
dents of the Lithuanian University of
Health Sciences.

Public education

We actively carry out educational
activity and participate in exhibitions,
the purpose of which is to acquaint
the public with the achievements of
domestic breeding, services provid-
ed, strengthen regional cooperation,
and strengthen the dissemination
of science and innovation. As every
year, from the 21st of March to the
23rd of March, 2024, UAB “Pieno tyri-
mai” participated in the exhibition “Ka
pasési 2024" on the 21st of February,
presented its activity at the reporting
event of the Lithuanian Cattle Breed-
ers Association, and from the 26th of
September to the 28th of September,
participated in the Livestock Exhibi-
tion 2024.

In 2024, four information articles
about the Company’s activity were
published in specialized publications:
“Ukininko pataréjas’, “Valstie¢iy lai-
krastis”, “Agro” of “Kauno diena’, and
on the “Mano Ukis” website.
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Initiatives in the field

of communality

We support the initiatives and ac-
tivity of the Company’s employees in
order to contribute to the well-being
of society. In 2024, the Company’s
employees took part in the initiative
“Cake Day”, which has been held an-
nually since 2016. This year, the funds
raised were allocated to the Children’s
Rehabilitation Hospital “Lop3elis’, a
branch of Kaunas Clinics of the Lith-
uanian University of Health Sciences.
For the third year in a row, an action
“Sweet Christmas”was organized, dur-
ing which employees donated choc-
olate tiles with which they delighted
the patients of the Social Care Centre
“Vija" The Company was thanked by
the Centre for this initiative.

In 2024, one of the priority sustain-
ability goals on social issues was to
allocate one paid working day for
employees to volunteer or donate.
We can be proud that the Company’s
employees were not indifferent and
as many as 27 (the target in the 2024-
2026 long-term goals plan was 40)
employees volunteered at the organi-
zation “Maisto bankas”.
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ECONOMIC AREA

Implementation of innovations

The sustainability of the Company
depends on the implementation and
use of modern technologies. We can
only achieve more efficient use of
resources and better working condi-
tions through innovation.

In 2024, greater attention was paid
to the field of information technology,
digitizing processes:

e program for milk fatty acids tests
from purchased milk and commer-
cial samples, which includes re-
ceiving an order, conducting a test,
submitting test protocols, preparing
reports, and submitting results on
an online portal;

e mycotoxin test program in feed con-
sisting of the creation of mycotoxin
orders and input of customer infor-
mation and the programmed possi-
bility to test mycotoxins in combina-
tion with feed tests or separately;

e In the Logistics Department, opti-
mizing management processes: the
planning of the arrival of samples
and the coordination of sample col-
lection schedules with customers
has been transferred to the electron-
ic format and the routing program
has been improved. Changes in the
activity process were implement-
ed: the packaging / film coating of
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sample transportation containers
with jars was abandoned and the
jars were sold to customers in bags.
For this purpose, the container is-
suance and accounting system was
changed.

In the Reference Test Department,
instead of using Triton X-100 solu-
tion, the decomposition products of
which have a harmful effect on the
environment, a more environmentally
friendly alternative product ECOSURF
SA-9 solution has been used for wash-
ing “ProFlux® M12" filtration system,
which is intended for concentrating
milk proteins during the preparation
of calibration samples. This product is
a biodegradable, active surface mate-
rial, and is aligned with the principle
of green chemistry.

From the 18t to the 19*" of January,
2024, the National Accreditation Bu-
reau conducted an assessment of the
planned supervision of the control ac-
tivity of UAB “Pieno tyrimai” Laborato-
ry together with the expansion of the
accreditation scope and approved the
accreditation of UAB “Pieno tyrimai”
Laboratory as a type C control body in
accordance with the standard LST EN
ISO/IEC 17020:2012 “Conformity As-
sessment. Requirements for the Activ-
ity of Various Types of Control Bodies”
to perform verification of measuring

instruments for compliance and is-
sued an accreditation certificate with
an expanded accreditation scope for
metrological verification of milk re-
frigeration tanks (volume up to 35 m?),
laboratory liquid dispensers (from 1 pl
to 200 ml), digital thermometers (from
minus 30 °C to plus 150 °C), maximum
electric thermometers (from 32.0°C to
42.0 °C; from minus 30.0 °C to 32.0 °C;
from 42.0 °C to 150.0 °C), milk analyz-
ers (lactoscopes) ((2...7)% fat, (2...5)%
protein).

On the 21°-22" of February, 2024,
a new high-performance liquid chro-
matography (HPLC) method for deter-
mining lactose content in milk using
the reference method according to
ISO 22662:2007 was successfully pre-
sented to the experts of the National
Accreditation Bureau and positively
evaluated, expanding the scope of
test accreditation. In September 2024,
the National Accreditation Bureau ac-
creditation certificate was received
with an expanded calibration range
of laboratory piston volumetric instru-
ments from 1 ul to 100 ml.

The company is committed to im-
plementing measures to increase en-
ergy efficiency in its activity, introduc-
ing newer and less energy-consuming
technologies, expanding green pro-
duction, contributing to Lithuanian

and regional commitments to in-
crease the volume of electricity gener-
ation from renewable energy sources.
In October 2024, a solar power plant
was installed on the company’s roof.

The Company constantly prioritizes
the development of innovative tech-
nological solutions, contributing to
the promotion of innovations in the
Lithuanian agricultural sector, includ-
ing creating demand for innovations,
so that the new technologies and
modern working methods imple-
mented meet the priorities of innova-
tion development, digitalization and
greenness, which would improve the
efficiency and efficiency of direct op-
erations and create added value for
the Company and customers.

When implementing innovations,
the Company takes into account the
improvement of production techno-
logical processes, environmental pro-
tection, improvement of staff working
and recreational conditions, and sav-
ing energy resources.

Compliance with

legal regulation and fees

Compliance with all legal require-
ments applicable to the Company and
fair payment of taxes are an essential
condition for the sustainability of our
activity. During the reporting peri-



od, there were no significant cases of
non-compliance with laws and regu-
lations. The Company’s tax strategy
is to correctly calculate, honestly de-
clare, and pay all taxes due in accord-
ance with the laws in force in the Re-
public of Lithuania. Compliance with
the legal regulation shall be ensured
through independent audits of finan-
cial statements. The annual reports
shall be audited and presented by an
independent auditor.

ANTI-CORRUPTION

In order to ensure the transparen-
cy and publicity of its activity, UAB
“Pieno tyrimai” carries out corruption
prevention and consistently imple-
ments its goals, adhering to the prin-
ciples of zero tolerance for corruption,
legality, disclosure of information and
transparency of activities, avoidance
of conflicts of interest, transparency
of public procurement, employee in-
volvement, inevitability of responsi-
bility, and continuous monitoring and
improvement. The Company does not
tolerate any manifestations of cor-
ruption, acceptance, provision, offer,
promise, or demand of undue bene-
fits by abusing current positions.

Corruption prevention measures
in the Company are implemented in

accordance with the requirements
of national legal acts, the anti-cor-
ruption program of the Ministry of
Agriculture of the Republic of Lith-
uania for the areas of management
assigned to the regulatory area and
the plans for implementing measures
for this program, the Company’s cor-
ruption prevention policy, corruption
prevention measures plans, and other
internal legal acts regulating corrup-
tion prevention activities. UAB “Pieno
tyrimai” approved description of zero
tolerance policy for corruption (or-
der No. 13V-0122 of 30-12-2021) lays
down general principles for the pre-
vention of corruption, provisions on
the intolerance of corruption, meas-
ures for the prevention of corruption,
and coordination and control of their
implementation. In the Governance
Coordination  Centre’s 2023/2024
state-owned enterprise good govern-
ance index report, UAB “Pieno tyrimai”
corruption prevention good govern-
ance index was rated A+. This shows
that the Company is on the right track
when introducing and improving
corruption prevention practices and
creating a corruption-resistant envi-
ronment, and encourages us to keep
going and continue to prevent possi-
ble manifestations of corruption, with
special attention paid to their preven-
tion and employee education.
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Implemented and / or ongoing
measures and initiatives in the field of
corruption prevention:

e A person appointed within the Com-
pany responsible for corruption pre-
vention;

e The anti-corruption program and
the plan of measures forimplement-
ing the anti-corruption program ap-
proved by the order No. 13V-0075 of
the Company'’s director of the 15" of
October, 2024;

e In order to identify the areas of
activity of UAB “Pieno tyrimai” in
which there may be external and /
or internal and / or individual risk
factors affecting the activity of the
institutions that may create oppor-
tunities for corruption, the person
responsible for corruption preven-
tion, in accordance with the order
No. 2-246 “On the Determination of
the Probability of Corruption and
Approval of Recommendations for
the Procedure for Carrying Out the
Procedure” of the director of the
Special Investigation Service of the
Republic of Lithuania of the 30" of
November, 2021, annually conducts
an assessment of the probability
of corruption. The last assessment
made on 18-09-2024;

e The company has adopted a code
of ethics, a zero gift policy, and a
gift register. In 2024, the company
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received gifts in accordance with in-
ternational protocol from a delega-
tion from the Ministry of Agriculture
of Taiwan (tea was placed in a box
for the company’s employees and
guests to enjoy, and a set of station-
ery was handed over to the com-
pany’s employees for use). Gifts are
registered in the gift register, which
is posted on the company’s website;

e The company pays great attention
to the prevention of conflicts of in-
terest and the control of the declara-
tion of private interests. To thisend, a
procedure for balancing public and
private interests, as well as a proce-
dure for the withdrawal and remov-
al of employees from assigned work
or tasks, has been approved. These
procedures are mandatory for all
employees of the Company;

e The company has implemented
whistle blower protection princi-
ples — an internal channel has been
installed through which whistle
blowers can submit information
about violations in UAB “Pieno tyr-
imai” that pose a threat to or vio-
late the public interest, with which
the whistle blowers are or were
connected by employment or con-
tractual relationships (consulting,
internships, practices, etc.). A pro-
cedure for examining and adminis-
tering information about violations
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has been established, ensuring the e During the annual survey of the

confidentiality of whistle blowers
and protection from retaliation. Not
a single report was received during
2024;

Employees are familiarized with the
Company’s corruption prevention
policy and procedures related to its
implementation through the Docu-
ment Management System (DMS);
On the 28" of November, 2024,
the Company organized employee
training on corruption prevention
and reconciliation of private inter-
ests, which helps to develop and
strengthen employees’ anti-cor-
ruption awareness. In 2024, an em-
ployee survey was conducted, in
which 146 employees answered
the questions. The survey will be
organized annually to assess the
index of resistance to corruption.
The survey of showed that 90.4% of
employees, who responded to the
questionnaire have no tolerance
for corruption (in 2023, there were
87.7%). 95.9% of employees believe
that corruption does not exist in the
Company (in 2023, there were 93%);
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Company’s customers’ satisfac-
tion with the services provided by
UAB “Pieno tyrimai’, in 2024, re-
spondents were asked whether they
had encountered a situation when,
while communicating with the
Company’s employees, they had di-
rectly or indirectly mentioned solv-
ing the problem by giving a bribe
or other informal compensation.
The results of the survey of 2024
showed that 100% of respondents
had not encountered corrupt offers
from the Company’s employees;

e Since 02-03-2021, the Company has

also actively participated in the pro-
ject “Transparency Academy” initi-
ated by the Office of the President
of the Republic of Lithuania and the
Special Investigation Service (to-
gether with partners), was a mem-
ber of it, and on 20-12-2022, the
Company was awarded a certificate
of completion of the “Transparency
Academy”.

All information on corruption pre-

vention is posted on the Company’s
website.
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7.INFORMATION ON COMPLIANCE WITH THE TRANSPARENCY GUIDELINES

7.1. Disclosure of information

UAB “Pieno tyrimai” follows the pro-
visions of the Company Governance
Code regarding the disclosure of infor-
mation, set out in the Principle IX of this
Code (“Disclosure of Information”), as
well as other provisions detailing the
principles specified in the Company
Governance Code, related to public dis-
closure of information.

Information about the Company’s
activity is available to the public and
is publicly available on the website at
www.pieno-tyrimai.lt. The published
information is divided into sections:
services, prices, news, areas of activity,
useful information, company (compa-
nies, legal and administrative informa-
tion), contacts, test results (login for
registered users), and movement of
sample collection transport.

The following information is pub-
lished: goals, objectives, and expecta-
tions of UAB “Pieno tyrimai” established
by the Ministry of Agriculture of the
Republic of Lithuania, data about the
company, the board and the manager,
its structure and contacts, areas of ac-

tivity, tenders for vacancies, company
statutes, collections of annual and in-
terim financial statements and audit
conclusions, annual management re-
ports, strategic activity plans, informa-
tion on sustainability issues, prevention
of corruption, information on quality
management system, salary, official
transport, violations of legal acts (if any
identified), public procurement, funds
for support, promotion of activities, in-
centives and awards, prices of services,
and other relevant information. With
the help of this website, the Company
provides milk purchasers and milk pro-
ducers with data on the results of the
milk tests, issues electronic protocols of
the results of the test and VAT invoices
for the milk tests and other services car-
ried out.

The website works in Lithuanian and
English.

INFORMATION ON COMPLIANCE WITH TRANSPARENCY REGULATIONS

7.2. Content of the management report

The Company’s management report
for 2024 has been prepared in accord-
ance with the Law on Companies No.
VIII-1835 of the Republic of Lithuania of
the 13t of July, 2000, the Law on the Ac-
countability of Companies and Groups
of Companies No. XIV-2811 of the Re-
public of Lithuania of the 25™ of June,

2024, the Description of Guidelines for
Ensuring Transparency in the Activity
of State-Owned Enterprises No. 1052,
approved by the Resolution of the Gov-
ernment of the Republic of Lithuania
of the 14" of July, 2010, and the State-
Owned Enterprise Good Governance
Index Methodology 23/24.

7.3. Sets of accounting and financial statements

The financial statements of UAB “Pi-
eno tyrimai” have been prepared in
accordance with the Law on Financial
Accounting of the Republic of Lithua-
nia, Law on Accountability of Compa-

nies and Groups of Companies of the
Republic of Lithuania, and Internation-
al Financial Reporting Standards (IFRS)
adopted for application in the Europe-
an Union (EV).

7.4. Submission of management reports
and sets of financial statements

The management report, the set of
annual reports, the sets of interim fi-
nancial statements, and the conclu-
sions of the independent auditor are
published publicly on the website of
UAB “Pieno tyrimai”. The requirement
for the disclosure of the fulfillment of

special obligations is not being met, as
the Company does not provide services
that fall under the special obligations
outlined in the recommendations for
the establishment and information dis-
closure of special obligations for state-
owned enterprises, approved by the
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Minister of Economy and Innovation of
the Republic of Lithuania.

After the adoption of the set of annu-
al financial statements and the conclu-
sion of the independent auditor of the
annual financial statements in accord-
ance with the procedure established
by law, we publish the annual manage-
ment report on the website no later
than the 30% of April;
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We make the interim financial state-
ments available to the public on the
website in PDF format:

e a set of interim (3 month) financial
statements - no later than the 31
of May;

e a set of interim (6 month) financial
statements - no later than the 31
of August;

e a set of interim (9 month) financial
statements — no later than the 30t
of November;

e a set of interim (12 months) finan-
cial statements — no later than the
28" of February;

INFORMATION ON COMPLIANCE WITH TRANSPARENCY REGULATIONS

7.5. Information on the audit
of annual financial statements

The audit of the annual financial sta-
tements is carried out in accordance
with international audit standards. The
audit of the Company’s financial state-
ments of 2024 was performed by Daiva
Zumbakiené, an independent auditor
of UAB ,Raimda auditas”. The compa-
ny entered into a service contract with
the audit firm to audit the financial
statements for 3 years. The audit firm
was approved by the Minister of Agri-
culture of the Republic of Lithuania to
conduct audits of the annual financial
statements for 2024-2026 by the order
No. 3D-793,0n the selection of an au-
dit firm to conduct audits of the annu-
al financial statements of UAB ,Pieno
tyrimai” for 2024-2026" of the 22" of
November, 2024. The cost of one annu-

al audit is 5k euros and no other pay-
ments, services, or guarantees were
paid or provided to the auditors.

An audit of financial statements invol-
ves an independent examination of the
financial statements and the provision
of a conclusion indicating whether the
financial statements present fairly, in all
material respects, the financial conditi-
on, activity results and cash flows of the
company in accordance with applicable
financial reporting requirements and
whether the financial data presented in
the management report are consistent
with the data in the annual financial
statements.
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8. KEY EVENTS AFTER THE END OF THE FINANCIAL YEAR PRIOR
TO THE CONCLUSION OF THE REPORT

1. On the 14" of January, 2025, the
Company’s board approved the stra-
tegic activity plan for 2025-2027.

2, By the director’s order No. 13V-0014
of the 20" of February, 2024, the ac-
tion plan for 2025 for the implemen-
tation of the 2025-2027 strategic ac-
tivity plan and the activity budget of
2025 were approved.

3. From the 1% of January, 2025, UAB

,Pieno tyrimai“ must receive an appli-
cation for aid from the final recipient
before providing animal productivity
test services. In the application, the
final recipient of the aid shall indi-
cate which type of state aid he / she
chooses to receive and declare how
he / she complies with the provisions
of the Commission Regulation (EU)

2022/2472, if he / she chooses the
type of state aid, or with the require-
ments set out in the Regulation (EU)
No. 1408/2013, if he / she chooses the
type of de minimis aid, and, if neces-
sary, shall attach copies of financial
statements.

Director
Laima Urbsiené

Asta Urboniené

Dalia Riaukiené

INFORMATION ON COMPLIANCE WITH TRANSPARENCY REGULATIONS
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