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ANNUAL REPORT OF THE AUDIT COMMITTEE

The Audit Committee, appointed by the Stock Company’s Pieno ZvaigZdés (hereinafter — the
Company) General Shareholder Meeting held on the 26th of April 2019, hereby presents the
Annual Report.

While performing its duties the Audit Committee acted in accordance with Article 52 of the Law
on the Audit of the Republic of Lithuania and the Resolution of the Securities Commission of the
Republic of Lithuania On the requirements for the Audit Committees, and the Regulations for the
Audit Committee confirmed by the Stock Company’s Pieno ZvaigZdés General Shareholder
Meeting held on the 26th of April 2019. The Audit Committee has performed its functions related
to the monitoring and supervision on the Company’s activities, as well as functions related to the
external audit.

Functions related to the Company’s activities

The Audit Committee organizes its work taking into account the specifics of the Company’s
activities, changes in the economic environment and changes in the legal environment.

The Audit Committee was monitoring the process of preparation of the Company’s financial
reports. The members of the Audit Committee were informed of any potential inconsistencies in
accounting policy or disclosure issues, there was regular communication between the members of
the Audit Committee and the persons responsible for the financial statements and there was
regular provision of the information related to the independent audit work.

The management of the Company also cooperated with the Audit Committee, presented the
information on the Company’s activities and financial accounting, provided other data necessary
for the proper functioning of the Audit Committee.

The Company prepares accounts and financial reports in accordance with the International
Financial Reporting Standards. Company’s accounting policy has not changed during 2019. In the
opinion of the Audit Committee, it allows to reflect the Company’s performance properly. The
Company devotes sufficient attention to the timely implementation of all legislative changes,
which regulate financial reporting. Since 2019 01 01 the company started apply new International
Financial Reporting Standards.

Stock Company’s Pieno Zvaigzdés unify production branches: “Kauno pienas”, “PaneveZio
pienas”, Mazeikiy pieniné and Pasvalio siriné. Company’s ordinary shares are quoted in
NASDAQ Vilnius stock-exchange market.

Company’s internal control system ensures efficiency of Company’s activities, execution of the
Company’s targets and strategic plans, asset protection as well as management of various risk

factors.
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The members of the Audit Committee familiar with all the Company’s activity recommended
setting up an internal audit function in order that internal control system helps to see the risks
according to model of three-line system of Internal Audit.

Functions related to the external audit

Ernst & Young Baltic UAB, was engaged to perform the audit of the Stock Company’s Pieno
Zvaigzés Financial reports for 2019, prepared in accordance with the International Financial
Reporting Standards. The Audit Committee performed the review of the documents that address
the independence of the audit company. The Audit Committee has not identified any significant
circumstances that might affect the independence, objectivity, efficiency and effectiveness of the
audit. '

Audit Committee and its group presented Declaration of Independence by the Stock Company
Pieno Zvaigzdes.

The Audit Committee monitored the process of external audit. The members of the Audit
Committee were provided with all information about the progress of the Company’s audit process
for the financial year 2019.

The members of the Audit Committee, familiar with all information, recommended submitting

audited financial statements to the shareholders of the Company for approval.

The Chairman of the Audit Committee
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