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INFORMATION ON THE COMPANY

Name of the Company

Legal status of the Company

JSC Latvijas @ze

Joint Stock Company

Registration number, place and 000300064

date of registration

Address

Names of major shareholders

Names and positions of the
Board members

Names and positions of the
Council members

Financial year

Riga, March 25, 1991

Reregistered in Commercial Register
December 20, 2004 with common registration
No 40003000642

Vagonu street 20
Riga, LV — 1009
Latvia

E.ON Ruhrgas International AG (47.2%)
JSC Gazprom (34.0%)
LLC Itera Latvija (16.0%)

Adrians Davis — Chairman of the Board

Aleksandrs MihejevsAnekcanap Muxees) — Member of the Board,
Deputy Chairman of the Board

Jorg Tumat — Member of the Board, Deputy Chairnmfath@® Board
Anda Ulpe — Member of the Board

Gints Freibergs — Member of the Board

After July 3, 2009

Kiril Seleznov Kupunn Cenesnes) — Chairman of the Council
Juris Savickis — Deputy Chairman of the Council

Achim Saul — Deputy Chairman of the Council

Joachim Hockertz — Member of the Council

Mario Nullmeier — Member of the Council

Uwe Fip — Member of the Council

Heinz Watzka — Member of the Council

Jelena KarpelHnena Kaprens) — Member of the Council
Igor Nazarov Kirops Hazapos) — Member of the Council
Vlada RusakovaRnana Pycakosa) — Member of the Council
Aleksandr Krasnenkov (000000000 0000000000) — Member of the Council

Until July 3, 2009

Kiril Seleznov Kupunn Cenesnes) — Chairman of the Council
Juris Savickis — Deputy Chairman of the Council

Achim Saul — Deputy Chairman of the Council

Eike Benke — Member of the Council

Uwe Fip — Member of the Council

Heinz Watzka — Member of the Council

Marcus Anton Sohrich — Member of the Council

Jelena KarpelHiena Kapriens) — Member of the Council
Igor Nazarov Kirops Hazapos) — Member of the Council
Vlada RusakovaRnana Pycakosa) — Member of the Council
Aleksandr Krasnenkow(iekcanap Kpacuenkos) — Member of the
Council

1 January - 31 December 2009
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Name and address of the auditc PricewaterhouseCoopers SIA

and responsible certified auditorAudit company licence No. 5
Kr. Valdemara Street 19

Riga, LV-1010
Latvia

Responsible certified auditor:
Lolita Capkevia

Certified auditor

Certificate No. 120
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Management Report

1. Operation of the Company in the reporting year

The Joint Stock Company Latvijasige (hereinafter — the Company) is an energy supmiypany, which deals
with natural gas transmission, storage, distribuiod sale. In 1997, the Energy Supply RegulationnCil of
the Republic of Latvia granted to the Company esighi licences for the provision of regulated pulskcvices
until February 10, 2017. On January 31, 2007, thenCil of the Public Utility Commission (hereinafte PUC)
issued to the Company a licence for natural gaes walil February 10, 2012. Pursuant to the Eneraw,Lthe
Company is the natural gas supply system operatbich, avoiding overloads of system capacity, eesur
uninterrupted and secure natural gas supply towrness in Latvia.

Over the reporting year, users were supplied wi#t®2.9 million m3 of natural gas. In comparison2@08,
natural gas sales in m3 have decreased by 8.5%ndte reporting period, customers of the Comparye
influenced by the financial crisis and economicession in Latvia, which had an impact on the Corgjgan
economic performance and natural gas consumptioa.tBthe relatively high natural gas prices, trs half of
2009 resulted in reduced demand for natural gasuaats switching to alternative types of fuel. B¢ &nd of
the year an opposite trend was witnessed as thealotemperature and the cheap natural gas resatvibe
In¢ukalns Underground Gas Storage Facility (hereinafténcukalns UGS) raised the demand for natural gas
above that of the 1st half and the European mailkat. average consumption by households also dexteas
during the reporting year. This was due to the geann the average temperature, which was higlzer it
previous years throughout the year, except for e, and optimisation of use of resources.

In late 2008, natural gas suppliers finalised tfalgal increase of purchase prices reaching tloe peivel of the
European natural gas markets, and in 2009 thealajas purchase prices were only influenced bycHanges
in oil product quotations at the stock exchangesency value fluctuations and gas supply flows.

During the reporting period, natural gas was sotdlie differential natural gas sale end tariffjpraved by the
PUC Council on July 24, 2008, with the resolution. 247 “On natural gas supply tariffs of the Jditbck

Company Latvijas @&e™.

The applied differential natural gas sale end feudbnsist of two parts: fixed tariffs for reguldteervices and
the natural gas sale price, which changes wittep sf 5 LVL/thous.nm3 depending on the actual rsdtgas
purchase costs. The natural gas sale end tariffegip users with the annual consumption volumerabs
thousand nm3 changes monthly, whereas to usersthdtnnual consumption up to 25 thousand m3 — once
half year, on January 1 and July 1.

Over the reporting year from January to Decembie,tariffs for households for heating decrease® 1,
while for industrial customers — by 36% on average.

In 2009, the Company sold natural gas and proveddices to consumers for LVL 329.7 million (EUR94bB
million), which is by 6% less than in the respeetperiod of 2008; the expenses of the reporting {ealuding
administrative costs) are LVL 293.9 million (EUR&2 million) and the gross profit — LVL 35.8 milhid EUR
51 million). The decrease of net turnover relatesttanges in the natural gas sale price and theatafas sales
volume.

Also in 2009, the Company incorporated a numbemeésures in order to keep its profit at the le¥e2@D8.
The Company introduced new standards for operatibrthe gas supply system and re-organized the
organizational structure, reducing the number oplegees by 9.2%. Working under conditions of crisis
additional financial and material resources weiiéteshfor the control of natural gas sales andgll reducing
the financing for the provision of new connectioadyertising and marketing activities. Like in poas years,
the funding of measures related to the systemysafes set as a priority. Additional saving of fundas
facilitated by the decreased prices and the inedb@smpetition of outsourced services used wheaniziqng
purchase tenders.

The Company closed the year 2009 with a net podfitVL 19.97 million (EUR 28.4 million), which dichot
considerably differ from that of 2008 (LVL 19.93llimin or EUR 28.4 million), still being LVL 12.9 rtion
(EUR 18.3 million) below the figure of 2007. Thet peofitability of business activity was 6.1% in @® and
5.7% in 2008.
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Management Report(continued)
1. Operation of the Company in the reporting yearcontinued)

In 2009, 1.21 billion m3 of natural gas was injectato the Igukalns UGS, while 1.97 billion m3 was
withdrawn. In comparison to the 2008, these voluhmge fallen by 36.8% and 19.8% respectively. Dutire
reporting period a considerable decrease of uségleeolniukalns UGS for the needs of other countries was
noted, which was due to the mild winter and thedase of the tariffs of gas storage services.

In 2009, the Company invested LVL 17.2 million (EW2R.5 million) in the modernization of the gas slypp
system and acquisition of new fixed assets. 33%®eftotal investment was spent on the modernizaifaime
gas transmission pipeline system, 31% — on thedwgment of the operational safety and the modetinizaf
equipment at the tukalns UGS, while 30% - on the expansion of thérihistion networks and the renewal of
fixed assets. 1.1 thousand new users were conntxtbe gas supply system. The total number ofegedsled
objects at the end of year reached 442.1 thousand.

In the reporting period, the reconstruction of sewells at the ltukalns UGS in the gas-carrying zone was
completed with the total costs reaching LVL 1.96lion (EUR 2.8 million). In cooperation with the IG
Gazpromenergodiagnostika, an investigation of teethrcondition was carried out, and the reconstoncbf
further wells began under the plan of measureshi@improvement of safety of gas supply system Z&15b.
The reconstruction of the gas drying unit CS-higpiiogress. Over the reporting year, LVL 2.9 milliUR 4.1
million) were invested, whereas the total costthefProject are planned in the amount of LVL 5.8iom (EUR
7.2 million). The object is due for commissionimglate 2011. The elimination of damages found agdbstics
of gas transmission pipelines, as well as constmuaif a pig launcher and receiver for the gaslIpips Riga —
In¢ukalns UGS, lecava — Ligfa and Riga — PaneveZzys is in progress. LVL 2.9ionil(EUR 4.1 million) were
spent on the construction of gas pipelines in 200@. major project was the construction of a gaelpie along
the Riga bypass road. The total length of the bypiag will reach 40 km and after the commissionafga
cross-connection in 2011, a looping will be comgdigtallowing for stabilization of gas supply of Rignd its
suburbs. The total costs of the project are LVL iBion (EUR 4.3 million); LVL 2 million (EUR 2.8 nilion)
were utilised in 2009.

Company’s main ratios:
2009 2008 2009 2008
LVL'000 LVL'000 EUR'000 EUR'000

Revenue 329 705 351 005 469 128 499 435
EBITDA 42 228 40 814 60 085 58 073
EBITDA % 12.81% 11.63% 12.81% 11.63%
Profit from operating activities 21193 21 502 b1l 30 594
Ratability of operating activities (%) 6.43% 6.13% 6.43% 6.13%
Profit for the year 19 165 19 046 27 269 27 100
Commercial ratability (%) 5.81% 5.43% 5.81% 5.43%
Total assets 461 494 488 848 656 648 695 569
Equity 329 060 324 955 468 211 462 371
Return of assets (ROA) 4.03% 3.97% 4.03% 3.97%
Return of equity (ROE) 5.86% 5.86% 5.86% 5.86%
Shares 39 900 39 900 39 900 39 900
Profit per share 0.480 0.477 0.683 0.679
P/E 8.54 9.53 8.54 9.53
BV 8.25 8.14 11.73 11.59
P/BV 0.50 0.56 0.50 0.56
Dividends per share 0.40* 0.38 0.57* 0.54
Share price at the end of the period 4.10 4.55 5.83 6.47

* Board of the Company will propose to the Counoilpay dividends in amount of LVL 0,40 (EUR 0,5@)
each share in year 2009.
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Management Report(continued)
2. Research and development measures

In order to ensure uninterrupted gas supply tosuard secure operation of the gas supply systenCompany
has developed a ,Plan of measures for the improwenfeoperation safety of the gas supply systen022115”
which is based on the conclusions made by the Russimpaniessazobezopasnosgnd Lentransgaz the
institutes VNIIGAZ and Giprospecgaz as well as the German companigpeline Engineering GmbH
Untergrundspeicher und Geotechnologie — Systeme HonthON Engineering GmbHE.ON Ruhrgas
International AGand other partners regarding the technical canmdiif equipment and modernization options.

The plan of measures envisages investment in tipeowement of safety for the total amount of LVL &0.
million (EUR 72 million). This basically includesrgjects that are required to be implemented for the
improvement of the system operation safety, théfigason of new objects and the improvement of gapply
stability throughout the region.

3. Post balance sheet events

During the period between the last day of the répgryear and the date of signing of this repoeréhhave been
no significant events, that would have a mateffiglot on the year end results.

4. Distribution of profit 2009 suggested by the Baa
2009 2009
LVL EUR
Profit of the reporting year 19 966 697 28 410 050
Share of profit not available for distribution (dieof deferred tax not
distributed due to revaluation of fixed assets)
Distributable share of profit
Suggested distribution of profit;
dividends to shareholders (79.9 %) 15960 000 22 709 034
dividends per one share (LVL per 1 share) 0,40 0,569

(1636 688) (2 328 798)
18330 009 26 081 252

Statutory reserve 2 370 009 3372218

Certain members of the Council and the Board ofGbmpany own shares and interests in numerous ataypa
registered in the Registry of Enterprises of th@uddic of Latvia, and they have managerial functidhere.
Within the reporting year the Company has not nealesactions of considerable amount with these emieg,
except for those mentioned in the financial statas)e

Information on the shares of the Company held leynlembers of the Board and the Council of the Comja
available at the Board of the Company.

5. Shares and shareholders

Composition of shareholdérsf LG as on December 31, 2009:

Shareholder 31.12.2009. | 31.12.2008.
“E.ON Ruhrgas International” GmbH 47.2% 47.2%
“Gazprom” AAS 34.0% 34.0%
“Itera Latvija” SIA 16.0% 16.09
Citi 2.8% 2.8%
KOPA 100,0 % 100,0 %

Management Report(continued)

! Shareholders owning not less than 5% of capital
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5. Shares and shareholderécontinued)

Distribution of holdings according to holding graugs on December 31, 2009:

2.8%

MEnergy sector OOther sectors

List of shareholders with special control rightsoasDecember 31, 2009:

Members of the Board Number of shares

Chairman of the Board Adriansafds 417
\Vice-Chairman of the Board Jorg Tumat M.A. 900
Vice-Chairman of the Board Alexander Mihejev 417
Member of the Board Anda Ulpe 729
Member of the Board Gints Freibergs 414
Members of the Council Number of shares

Chairman of the Council Kirill Seleznev 0
Vice-chairman of the Council Achim Saul 0
Vice-chairman of the Council Juris Savickis 0
Members of the Council: Joachim Hockertz 0
Uwe Fip 0

Mario Nullmeier 0

Heinz Watzka 0

Yelena Karpel 0

Alexander Krasnenkov 0

Vlada Rusakova 0

Igor Nazarov 0

Since February 15, 1999, the shares of LG are duaitthe NASDAQ OMX Riga Stock Exchange, and i@rsh
trade code since August 1, 2004 is GZE1R. The shafréG were quoted in the Official list of the NB3Q
OMX Riga Stock Exchange and the General list of MESDAQ OMX Baltic Stock Exchange till July 31,
2008. Pursuant to the resolution passed on Jun2(®®B, by the Board of the JSC “NASDAQ OMX Riga $toc
Exchange”, due to the insufficient number of quégdbG shares available in free public trading, shares of
LG were shifted to the Second list of the NASDAQ ®RMaltic Stock Exchange and the NASDAQ OMX Riga
Stock Exchange as from August 1, 2008.

The capitalization value of LG at the end of 2088ahed LVL 163.6 million — by 17.9 million less that the
end of the previous reporting period. By share miadapitalization LG took the 2nd place among comgm
quoted in Latvia and the 9th place at the NASDAQ>XOBAItic Stock Exchange.
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5. Shares and shareholderécontinued)

Shares price of LG as on December 31, 2009 and piews periods

2005 2006 2007 2008 2009
Shares price (LVL):
First 6.20 9.95 10.35 7.25 4.55
Highest 9.90 11.13 11.25 8.20 6.00
Lowest 6.16 9.27 7.05 3.62 3.32
Avarage 7.7 10.27 10.34 6.77 4.31
Last 9.6 10.372 7.12 4.55 4.1
Number of shares 63 360 128 844 154 82% 46 56% 64 319
Turnover (mio LVL) 0.48b 1.316 1.60( 0.315 0.277
Number of deals 864 1 066 1074 1711 1267
Capitalization (mio LVL) 383.439 411.768 284.088 181.54% 163.590
Source: NASDAQ OMX Riga Stock Exchange
ISIN LV0000100899
Stock exchange code GZE1R
List Second list
Nominal value 1.00 LVL
Total shares 39 900 000
Shares traded 25 328 520
Liquidity provider None
Index B10GlI, B10PI, OMXBBCAPGI, OMXBBCAPPI,
OMXBBGI, OMXBBPI, OMXBGI, OMXBPI,
OMXRGI
"Latvijas Gaze" JSC share price and extention of OMX Riga, OMX Baltic GI, OMX Baltic Energy Gl
(01.01.2009. - 31.12.2009.)
80
g
()
[}
g
G
-40
2 882 3 3282 3 3383333338383 33833 3 g 3
€ 8 § § 8 § 8§ 8 R 8 @ § 8 R § 8 8 {8 } R &8 V= 8 8 8
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2 8238388253333 9823k 3I3I 83883 3g-E
—— OMXR Riga —— OMX Baltic GI OMX Baltic Energy Gl —— "Latvijas Gaze" JSC share price
Source: NASDAQ OMX Riga Stock Exchange
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Management Report(continued)

5. Shares and shareholderécontinued)

Indexes/shares 01.01.2009 31.12.2009| Change
OMX Riga 271.29 278.94 2.829
OMX Baltic Gl 190.76 264.2] 38.51%
OMX Baltic Energy Gl 280.55 332.44 18.50%
LG share price 4.55 4.1( -9.899

"Latvijas Gaze" JSC share price and extention of OMX Riga, OMX Baltic GI, OMX Baltic Energy Gl
(01.01.2008. - 31.12.2008.)

Change (%)

-70 -

01/01/2008
15/01/2008
29/01/2008
12/02/2008

26/02/2008

11/03/2008
25/03/2008
08/04/2008
22/04/2008

—— OMXR Riga change —— OMX Baltic GI change

06/05/2008
20/05/2008
03/06/2008

17/06/2008
01/07/2008
15/07/2008

29/07/2008
12/08/2008
26/08/2008
09/09/2008
23/09/2008
07/10/2008
21/10/2008
04/11/2008
18/11/2008
02/12/2008
16/12/2008
30/12/2008

OMX Baltic Energy Gl change —— "Latvijas Gaze" JSC share price change

Source: NASDAQ OMX Riga Stock Exchange

Indeksi/Akcijas 01.01.2008] 31.12.2008] Change
OMX Riga 595.30 271.29 | -54.43p%
OMX Baltic Gl 515.40 190.76 | -62.99%
OMX Baltic Energy Gl 569.41 280.55| -50.73%
LG akciju cena 7.12 4.55 -36.10%

6. Future prospect

In the light of the investments made in the improeat of the system operational safety, the expansidhe
gas pipeline network and the attraction of newamstrs, as well as taking into account the situaitiothe fuel
market in Latvia, the Board of the Company belietiest in 2010 the Company will continue its suctass
development and will take a stable place in thég$upply market.

Chairman of the Board A.alis

Board meeting minutes No. 15 (2010)
Riga, April 29, 2010

10



Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE"
ANNUAL ACCOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF DIRECTORS’ RESPONSIBILITY

The Board of Directors of JSC “Latvijasage” (hereafter — the Company) is responsible fergheparation of
the financial statements of the Company.

The financial statements on pages 14 to 59 areapedpn accordance with the accounting recordssautce
documents and present fairly the financial positbthe Company as of 31 December 2009 and thétsesits
operations and cash flows for the year ended 3kmber 2009.

The financial statements are prepared in accordaitbenternational Financial Reporting Standardsadopted

by the European Union on a going concern basis.répfate accounting policies have been applied on a
consistent basis. Prudent and reasonable judgraadtestimates have been made by the Board oftDisdn

the preparation of the financial statements.

The Board of Directors of JSC “Latvijasag®” is responsible for the maintenance of propepasting records,
the safeguarding of the Company’s assets and theeption and detection of fraud and other irregtigarin the
Company. The Board of Directors is also responsibleoperating the Companiyn compliance with the
legislation of the Republic of Latvia.

On behalf of the Board of Directors,

Adrians Davis
Chairman of the Board

Board meeting minutes No. 15 (2010)
Riga, April 29, 2010
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AUDITORS’ REPORT

PRICEAATERHOUSE(QOPERS

PricewaterhouseCoopers SIA
VAT - LV40003142793

Kr. Valdemara iela 19

Riga, LV-1010

Latvia

Telephone +371 67094400
Facsimile +371 67830055
pwc.riga@lv.pwc.com

Translation from Latvian original*
INDEPENDENT AUDITORS’ REPORT
To the Shareholders of JSC “Latvijas Gaze”
Report on the Financial Statements

We have audited the accompanying financial statements on pages 14 to 59 of JSC
“Latvijas Gaze” which comprise the balance sheet as of 31 December 2009 and the
income statement, statement of comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended and a summary of significant
accounting policies and other explanatory notes.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with the International Financial Reporting Standards as adopted
by the European Union. This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

12
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AUDITORS’ REPORT

PRICEVATERHOUSE(QOPERS

Opinion

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Company as of 31 December 2009, and of its financial
performance and its cash flows for the year then ended in accordance with the
International Financial Reporting Standards as adopted by the European Union.

Report on Other Legal and Regulatory Requirements
We have read the Management Report set out on pages 5 to 10 and did not identify

material inconsistencies between the financial information contained in the Management
Report and that contained in the financial statements for 2009.

PricewaterhouseCoopers SIA
Certified audit company

Licence No. 5
/Z//W
Ahmed Abu Sharkh Lolita Capkeviéa
Chairman of the Board Certified auditor in charge

Certificate No. 120

Riga, Latvia
29 April 2010

* This version of our report is a translation from the original, which was prepared in Latvian. All possible care has been taken
to ensure that the translation is an accurate representation of the original. However, in all matters of interpretation of
information, views or opinions, the original language version of our report takes precedence over this translation.

@
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BALANCE SHEET AS AT 31 DECEMBER 2009

Assets
Non-current assets

Property, plant and equipment

Intangible assets
Trade receivables

Current assets

Inventories

Trade receivables

Current income tax receivable
Other receivables

Cash and cash equivalents

Total assets

Equity and liabilities
Equity

Share capital

Share premium
Revaluation reserve
Other reserves
Retained earnings
Total equity

Liabilities

Non-current liabilities

Deferred income tax liabilities
Accruals for post employment
benefits and other employee benefii
Deferred income

Current liabilities
Trade payables
Borrowings
Deferred income
Other payables

Total liabilities
Total equity and liabilities

Note

21

22
11

10
11
12

Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000
315109 320 052 448 360 455 393
2430 2271 3 458 3231

4 11 6 16

317 543 322 334 451 824 458 640
83 533 115681 118 857 164 599
22 203 39 542 31592 56 263
1357 3854 1931 5485
1048 991 1491 1410
35 810 6 446 50 953 9172
143 951 166 514 204 824 236 929
461 494 488 848 656 648 695 569
39 900 39 900 56 773 56 773
14 320 14 320 20 376 20 376
186 360 187 060 265 167 266 163
69 540 66 544 98 947 94 684
18 940 17131 26 948 24 375
329 060 324 955 468 211 462 371
29 700 29 915 42 259 42 566
4416 4672 6 283 6 648
13 824 13 460 19 670 19 152
47 940 48 047 68 212 68 366
60 590 86 060 86 213 122 451
- 1788 - 2 544

824 3674 1172 5227

23 080 24 324 32 840 34 610
84 494 115 846 120 225 164 832
132 434 163 893 188 437 233 198
461 494 488 848 656 648 695 569

The notes on pages 19 to 59 are an integral paénesé financial statements.

14
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INCOME STATEMENT FOR THE YEAR ENDED 31 DECEMBER 200 9

Note 2009 2008 2009 2008
LVL'0O00 LVL'000 EUR'000 EUR’000
Revenue 13 329705 351005 469128 499435
Cost of sales 14 (293 890) (320028) (418 167) (455 359)
Gross profit 35815 30 977 50 961 44 076
Administrative expenses 15 (12 968) (9824) (18453) (13978)
Other income 16 2542 2 605 3618 3706
Other expenses 17 (4 196) (2 256) (5971) (3 210)
Operating profit 21193 21 502 30 155 30 594
Finance income 19 1831 1083 2 605 1541
Finance expenses 19 (9) (119) (13) (169)
Finance income, net 19 1822 964 2 592 1372
Profit before income tax 23 015 22 466 32 747 31 966
Income tax expense 21 (3 850) (3 420) (5478) (4 866)
Profit for the year 19 165 19 046 27 269 27 100
Earnings per share LVL LVL EUR EUR
Basic 23a 0.480 0.477 0.683 0.679
Diluted 23a 0.480 0.477 0.683 0.679

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDE D 31 DECEMBER 2009

OTHER COMPREHENSIVE INCOME

Profit for the year 19 165 19046 27269 27100
Revaluation of property, plant and
equipment — net of tax 102 359 145 511

Other comprehensive income for the

year, net of tax
102 359 145 511

Total comprehensive income for the
year 19 267 19 405 27 414 27 611

The notes on pages 19 to 59 are an integral pénese financial statements.

The financial statements on pages 14 to 59 wereoap@ by the Board of Directors and were signedt®n
behalf by:

Adrians [avis Anda Ulpe
Chairman of the Board Board Member
April 29, 2010
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Translation from Latvian Original

JOINT STOCK COMPANY “LATVIJAS G AZE”

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 3 1 DECEMBER 2009

Share Share Revaluation Other Retained
capital premium reserve reserves earnings Total

LVL'000  LVL'000 LVL'000 LVL'000 LVL'000  LVL'000
Balance as at 31 December
2007 39 900 14 320 187 584 55416 28280 325500
Other comprehensive income
Revaluation of property, plant
and equipment - gross - - 584 - - 584
Deferred income tax liability
arising on the revaluation of
property, plant and equipmen - - (225) - - (225)
Disposal of revalued
property, plant and equipmen - - (973) - 973 -
Deferred income tax on
disposal of revalued property,
plant and equipment - - 90 - (90) -
Total other comprehensive
income - - (524) - 883 359
Profit for the year - - - - 19 046 19 046
Total comprehensive
income for 2008 - - (524) - 19 929 19 405
Transactions with owners
Transfers to reserves - - - 11128 (11 128) -
Dividends for 2007 - - - - (19 950) (19 950)
Balance as at 31 December
2008 39 900 14 320 187 060 66 544 17131 324 955
Other comprehensive income
Revaluation of property, plant
and equipment - gross - - 120 - - 120
Deferred income tax liability
arising on the revaluation of
property, plant and equipmen - - (18) - - (18)
Disposal of revalued
property, plant and equipmen - - (943) - 943 -
Deferred income tax on
disposal of revalued property,
plant and equipment - - 141 - (141) -
Total other comprehensive
income - - (700) - 802 102
Profit for the year - - - - 19 165 19 165
Total comprehensive
income for 2009 - - (700) - 19 967 19 267
Transactions with owners
Transfers to reserves - - - 2 996 (2 996) -
Dividends for 2008 - - - - (15162) (15 162)
Balance as at 31 December
2009 39 900 14 320 186 360 69 540 18940 329 060

The notes on pages 19 to 59 are an integral pénese financial statements.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 3 1 DECEMBER 2009
(CONTINUED)

Share Share Revaluation Other Retained
capital premium reserve reserves earnings Total
EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR'000

Balance as at 31 December

2007 56 773 20 376 266 907 78 850 40240 463 146
Other comprehensive income

Revaluation of property, plant

and equipment - gross - - 831 - - 831
Deferred income tax liability

arising on the revaluation of

property, plant and equipmen - - (320) - - (320)
Disposal of revalued
property, plant and equipmen - - (1 384) - 1384 -

Deferred income tax on
disposal of revalued property,

plant and equipment - - 129 - (129) -
Total other comprehensive

income - - (744) - 1255 511
Profit for the year - - - - 27 100 27 100
Total comprehensive

income for 2008 - - (744) - 28 355 27 611
Transactions with owners

Transfers to reserves - - - 15834 (15 834) -
Dividends for 2007 - - - - (28 386) (28 386)
Balance as at 31 December

2008 56 773 20 376 266 163 94 684 24 375 462 371

Other comprehensive income

Revaluation of property, plant

and equipment - gross - - 171 - - 171
Deferred income tax liability

arising on the revaluation of

property, plant and equipmen - - (26) - - (26)
Disposal of revalued
property, plant and equipmen - - (1 342) - 1342 -

Deferred income tax on
disposal of revalued property,

plant and equipment - - 201 - (201) -
Total other comprehensive

income - - (996) - 1141 145
Profit for the year - - - - 27 269 27 269
Total comprehensive

income for 2009 - - (996) - 28 410 27 414
Transactions with owners

Transfers to reserves - - - 4263 (4 263) -
Dividends for 2008 - - - - (21 574) (21574)
Balance as at 31 December

2009 56 773 20 376 265 167 98 947 26 948 468 211

Dividends are distributed and transfers to otheemees are made based upon profits and retainethgaras
per statutory financial statements prepared undérian accounting regulations. Changes in othexrves can
be made only with shareholders’ approval. Revabmateserve and share premium cannot be distribated
dividends to shareholders.

The notes on pages 19 to 59 are an integral paénesé financial statements.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEM BER 2009

Note 2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000

Cash flows from operating activities

Cash generated from operations 24 62 223 30 214 88 535 42 991
Interest received 2 695 2 366 3835 3 367
Income tax paid 21 (1 445) (9 444) (2 056) (13 438)
Net cash generated from operating

activities 63 473 23 136 90 314 32920

Cash flows from investing activities
Purchases of property, plant and

equipment (16 321) (21 773) (23 222) (30 980)
Proceeds from sale of property, plant and

equipment 48 120 68 171
Purchases of intangible assets (867) (1 000) (1 234) (1 423)
Dividends received 2 . 3 .
Net cash used in investing activities (17 138) (22 653) (24 385) (32 232)
Cash flows from financing activities

Repayment of long term borrowings (1788) (20 030) (2 544) (28 500)
Borrowings received - 1788 - 2 544
Interest paid (22) (150) (30) (214)
Dividends paid (15 162) (19 950) (21 574) (28 386)
Net cash used in from financing

activities (16 971) (38 342) (24 148) (54 556)

Net increase / (decrease) in cash and
cash equivalents 29 364 (37 859) 41 781 (53 868)

Cash and cash equivalents at the
beginning of the year 6 446 44 305 9172 63 040

Cash and cash equivalents at the end
of the year 8 35810 6 446 50 953 9172

The notes on pages 19 to 59 are an integral pénese financial statements.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS

1 INCORPORATION AND ACTIVITIES

JSC Latvijas Gze was re-organised on January 31, 1994 as a gtk company wholly owned by the
Government of the Republic of Latvia. The Compamgsviormerly a state enterprise which had its assets
transferred to and obligations assumed by the jsiatk company in accordance with the law. Since 15
February 1999 the shares of the Company are quot@dASDAQ OMX Riga Stock Exchange. The registered
office of the Company is 20 Vagonu Street, Rigayiza

The Company is involved in import and sales of ratgas in territory of Latvia as well as supply gds
transmission and storage services to foreign compaihe Company is the sole supplier of natural iga
Latvia. The service territory of the Company hampulation of approximately 2.3 million.

The applied differential natural gas sale end fegbnsist of two parts: fixed tariffs for reguldte
services and the natural gas sale price, whichgasawith a step of 5 LVL/thous*ndepending on
the actual natural gas purchase costs. The tafiffss sold to corporate and retail customersetre s
by the Public Utilities Commission (PUC) of the Réfpic of Latvia. Changes to tariffs are
considered by PUC based on applications of the @ognpnd in accordance with the methodology
approved by PUCThe natural gas sale end tariff applied to usetis the annual consumption volume over

25 thousand nfhchanges monthly, whereas to users with the antardumption up to 25 thousand hm
once in half year, on January 1 and July 1.

During 2009 the average number of persons emplbydtie Company was 1 336 (2008: 1 379).
These financial statements have been approvedebgdhrd of Directors on April XX, 2010.
2 ACCOUNTING POLICIES

The principal accounting policies adopted in theparation of these financial statements are sebelaw.
These policies have been consistently applied thalyears presented, unless otherwise stated.

(a) Basis of preparation

The financial statements of the Company have beepaped in accordance with International Financial
Reporting Standards as adopted by the EuropeamUf®S as adopted by the EU). Due to the European
Union’s endorsement procedure, the standards derpietations not approved for use in the Europdsainn

are presented in this note as they may have ingaéinancial statements of the Company in the foiihg
periods if endorsed.

The financial statements have been prepared urderhistorical cost convention, as modified by the
revaluation of property, plant and equipment asldged in the Accounting policies Note (d) below.

The preparation of financial statements in conftymiith IFRS requires the use of estimates andraptans
that affect the reported amounts of assets anditied and disclosure of contingent assets ardilitees at the
date of the financial statements and the repomeaLiats of revenues and expenses during the repqrériod.
Although these estimates are based on Managenmeegisknowledge of current events and actions, hctua
results ultimately may differ from those. Signifitaccounting estimates are described in Note (u).

Certain IFRSs became effective for the Company ftadanuary 2009. Listed below are those or amended

standards or interpretations which are relevantiie Company’s operations and the nature of thepdat on
the Company’s accounting policies.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

IAS 1, Presentation of Financial Statements, reuis September 2007

The main change in IAS 1 is the replacement ofitheme statement by a statement of comprehensbaaria
which includes all non-owner changes in equity,hsas the revaluation of available-for-sale finahaissets.
Alternatively, entities are allowed to present tatatements: a separate income statement and mstatef
comprehensive income. The Company has electedegept a separate income statement and a statefment o
comprehensive income. The revised IAS 1 also intted a requirement to present a statement of fimanc
position (balance sheet) at the beginning of thdiesh comparative period whenever the entity testa
comparatives due to reclassifications, changesdounting policies, or corrections of errors. Theised IAS 1

had an impact on the presentation of the Compdingsicial statements but had no impact on the neitiog

or measurement of specific transactions and basance

IAS 23, Borrowing Costs, revised in March 2007.

The main change is the removal of the option of edrately recognising as an expense borrowing dbsts
relate to assets that take a substantial periotihef to get ready for use or sale. Borrowing cdkts are
directly attributable to the acquisition, constiontor production of an asset that is not carriethia value and
that necessarily takes a substantial period of timget ready for its intended use or sale (a fyiagj asset)
form part of the cost of that asset, if the comneement date for capitalisation is on or after 1 dayn2009.
Other borrowing costs are recognised as an expesisg the effective interest method. The amendmiehhot
have an impact on these financial statements.

IFRS 8, Operating Segments

The standard applies to entities whose debt ortyinstruments are traded in a public market ot fie, or
are in the process of filing, their financial stants with a regulatory organisation for the pueposissuing
any class of instruments in a public market. IFR®§uires an entity to report financial and desirip
information about its operating segments, with seigninformation presented on a similar basis td tised
for internal reporting purposes. The adoption dR®8 has resulted in change of the number of raplart
segments presented.

The following new and amended IFRSs and interpetatbecame effective in 2009, but are not relef@nt
the Company'’s operations and did not have an impadhese financial statements

Puttable Financial Instruments and Obligations Ariisg on Liquidation, IAS 32 and IAS 1 Amendment
The amendment requires classification as equitgarhe financial instruments that meet the definitadn
financial liabilities.

Vesting Conditions and Cancellations - AmendmentlERS 2, Share-based Payment

The amendment clarified that only service cond&tiand performance conditions are vesting conditiGtiser
features of a share-based payment are not vestingditions. The amendment specifies that all caatelts,
whether by the entity or by other parties, shoeltkive the same accounting treatment.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

Improving Disclosures about Financial Instruments Amendment to IFRS 7, Financial Instruments:
Disclosures, issued in March 2009

The amendment requires enhanced disclosures atiowiafue measurements and liquidity risk. Thatgris
required to disclose an analysis of financial mmstents using a three-level fair value measuremiemaicthy.
The amendment (a) clarifies that the maturity asialpf liabilities should include issued financgalarantee
contracts at the maximum amount of the guarantéleeirearliest period in which the guarantee coelddlled;
and (b) requires disclosure of remaining contrdctaturities of financial derivatives if the conttaal
maturities are essential for an understanding eftiiming of the cash flows. An entity will furthdrave to
disclose a maturity analysis of financial assettidtds for managing liquidity risk, if that inforran is
necessary to enable users of its financial statesterevaluate the nature and extent of liquidii.r

Embedded Derivatives - Amendments to IFRIC 9 and5l&9, issued in March 2009rhe amendments clarify
that on reclassification of a financial asset duhe ‘at fair value through profit or loss’ categpall embedded
derivatives have to be assessed and, if necessgrgrately accounted for.

IFRIC 13, Customer Loyalty Programnegeffective July 2008, but EU endorsed for use Lidan2009)

IFRIC 13 clarifies that where goods or servicessaild together with a customer loyalty incentivar @xample,
loyalty points or free products), the arrangementi multiple-element arrangement and the considerat
receivable from the customer is allocated betwbercomponents of the arrangement using fair values.

IFRIC 14, ‘IAS 19 — The limit on a defined benefiasset, minimum funding requirements and their
interaction’ (effective for annual periods beginning on or aftedanuary 2008, but EU endorsed for use 1
January 2009).

This interpretation provides guidance on asseds$iadimit in IAS 19, ‘Employee benefits’, on the aunt of
the surplus that can be recognised as an assé¢golexplains how the pension asset or liability fpe affected

by a statutory or contractual minimum funding regmient.

Improvements to International Financial Reportingt&ndards(issued in May 2008).

In 2008, the International Accounting StandardsrBaiecided to initiate an annual improvements togs a
method of making necessary, but non-urgent, amentime IFRS. The amendments consist of a mixture of
substantive changes, clarifications, and changésrininology in various standards. The substantienges
relate to the following areas: classification atdHer sale under IFRS 5 in case of a loss of @intwver a
subsidiary; possibility of presentation of finariciastruments held for trading as non-current unides 1;
accounting for sale of IAS 16 assets which wereiptesly held for rental and classification of tiedated cash
flows under IAS 7 as cash flows from operating\atifis; clarification of definition of a curtailméninder 1AS
19; accounting for below market interest rate goment loans in accordance with IAS 20; making the
definition of borrowing costs in IAS 23 consistewith the effective interest method; clarificatiorf o
accounting for subsidiaries held for sale under &YSand IFRS 5; reduction in the disclosure reeu@sts
relating to associates and joint ventures under28%nd IAS 31; enhancement of disclosures requliyeld\S

36; clarification of accounting for advertising t®sinder IAS 38; amending the definition of the faklue
through profit or loss category to be consistenthwhedge accounting under IAS 39; introduction of
accounting for investment properties under consttncin accordance with IAS 40; and reduction in
restrictions over manner of determining fair vabfebiological assets under IAS 41. Further amendmen
made to IAS 8, 10, 18, 20, 29, 34, 40, 41 and RSF represent terminology or editorial changeg,omhich

the IASB believes have no or minimal effect on acttng.

Certain new standards and interpretations have beeblished that are mandatory for the Company’s

accounting periods beginning in or after 1 July 90fr later periods and which the Company has nolyea
adopted.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

IFRIC 18, Transfers of Assets from Custome(sffective for annual periods beginning on or afteduly
2009, EU endorsed from annual periods beginningrafter 31 October 2009)

The interpretation clarifies the accounting fomsgers of assets from customers, namely, the cstamses in
which the definition of an asset is met; the redtigm of the asset and the measurement of its @osnitial

recognition; the identification of the separatalgitifiable services (one or more services in exghdor the
transferred asset); the recognition of revenue, tardaccounting for transfers of cash from custeméhe
Company is currently assessing what impact therjpmetation will have on the financial statements.

Improvements to International Financial Reportingt&ndards (issued in April 2009; amendments to IFRS
IAS 38, IFRIC 9 and IFRIC 16 are effective for anmal periods beginning on or after 1 July 2009;
amendments to IFRS 5, IFRS 8, IAS 1, IAS 7, IAS 1IAS 36 and IAS 39 are effective for annual periods
beginning on or after 1 January 2010, EU endorsadi annual periods beginning on or after March 2010
The improvements consist of a mixture of substantivanges and clarifications in the following staadd and
interpretations: clarification that contributions lmusinesses in common control transactions anchdton of
joint ventures are not within the scope of IFRSI3yification of disclosure requirements set by R and
other standards for non-current assets (or disgeals) classified as held for sale or disconthogerations;
requiring to report a measure of total assets @idlities for each reportable segment under IFR®\I§ if such
amounts are regularly provided to the chief opegatiecision maker; amending IAS 1 to allow claeatiion of
certain liabilities settled by entity’s own equiilystruments as non-current; changing IAS 7 such dmly
expenditures that result in a recognised asseelgile for classification as investing activitieallowing
classification of certain long-term land lease$i@ance leases under IAS 17 even without transfemmership
of the land at the end of the lease; providing @miutl guidance in IAS 18 for determining whether entity
acts as a principal or an agent; clarification A8136 that a cash generating unit shall not beelathan an
operating segment before aggregation; supplemehA88 regarding measurement of fair value ofnigible
assets acquired in a business combination; amendi®g39 (i) to include in its scope option contsathat
could result in business combinations, (ii) to ifjathe period of reclassifying gains or lossesaash flow
hedging instruments from equity to profit or logs the year and (iii)) to state that a prepaymeritoapis
closely related to the host contract if upon exsardhe borrower reimburses economic loss of thdelen
amending IFRIC 9 to state that embedded derivativesntracts acquired in common control transastiand
formation of joint ventures are not within its segmnd removing the restriction in IFRIC 16 thatigieg
instruments may not be held by the foreign openatiat itself is being hedged

Certain new standards and interpretations have bpehlished that become effective for this accogntin
periods beginning on or after 1 July 2009 or lapariods which are not relevant to the Company @& aot
yet endorsed by EU.

IAS 27, Consolidated and Separate Financial Statertsrevised January 2008; effective for annual periods
beginning on or after 1 July 2009).

The revised IAS 27 will require an entity to attrib total comprehensive income to the owners ofptirent
and to the non-controlling interests (previouslyirfority interests”) even if this results in the roontrolling
interests having a deficit balance (the currentddiad requires the excess losses to be allocatda: towners

of the parent in most cases). The revised stangfzedifies that changes in a parent’s ownershipasatan a
subsidiary that do not result in the loss of cdmnast be accounted for as equity transactioralsti specifies
how an entity should measure any gain or lossrayien the loss of control of a subsidiary. At tledwhen
control is lost, any investment retained in therfer subsidiary will have to be measured at itsvalue.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

Cost of an Investment in a Subsidiary, Jointly Coolied Entity or Associate—IFRS 1 and IAS 27
Amendment, issued in May 200@ssued in May 2008, effective from periods begignon or after 1 July
2009).

The amendment allows first-time adopters of IFRSn@asure investments in subsidiaries, jointly culed
entities or associates at fair value or at previGA#\P carrying value as deemed cost in the sepéiraacial
statements. The amendment also requires distrifsitfoom pre-acquisition net assets of investeevedo
recognised in profit or loss for the year rathemtlas a recovery of the investment.

Group Cash-settled Share-based Payment Transactiodamendments to IFRS 2, Share-based Payment
(effective for annual periods beginning on or aftefanuary 2010, EU endorsed from annual periogsbiag

on or after March 2010).

The amendments provide a clear basis to deterrhmelassification of share-based payment award®ih
consolidated and separate financial statementsam@ndments incorporate into the standard the go@m
IFRIC 8 and IFRIC 11, which are withdrawn.

Eligible Hedged ltems—Amendment to IAS 39, Finantitnstruments: Recognition and Measurement
(effective with retrospective application for anhpariods beginning on or after 1 July 2009).

The amendment clarifies how the principles thaedsine whether a hedged risk or portion of castvglas
eligible for designation should be applied in parfar situations.

IFRS 1, First-time Adoption of International Finan@l Reporting Standardgfollowing an amendment in
December 2008, effective for the first IFRS finahcstatements for a period beginning on or aftelully
20009).

The revised IFRS 1 retains the substance of itgique version but within a changed structure ineortb
make it easier for the reader to understand abeétter accommodate future changes.

IFRS 3, Business Combination§revised January 2008; effective for business coatibns for which the
acquisition date is on or after the beginning @& finst annual reporting period beginning on oeaft July
20009).

The revised IFRS 3 will allow entities to chooseneasure non-controlling interests using the exgstiFRS 3
method (proportionate share of the acquiree’s ifiable net assets) or at fair value. The reviseR3 3 is
more detailed in providing guidance on the appiicabf the purchase method to business combinatibims
requirement to measure at fair value every assetiability at each step in a step acquisition tfee purposes
of calculating a portion of goodwill has been remgyvinstead, in a business combination achievestaiges,
the acquirer will have to remeasure its previolmid equity interest in the acquiree at its actjoisidate fair
value and recognise the resulting gain or losanyf, in profit or loss for the year. Acquisitionated costs will
be accounted for separately from the business auwtibn and therefore recognised as expenses riiher
included in goodwill. An acquirer will have to regise at the acquisition date a liability for argntingent
purchase consideration. Changes in the value oflititzlity after the acquisition date will be regmsed in
accordance with other applicable IFRSs, as ap@tsriather than by adjusting goodwill. The revifelS 3
brings into its scope business combinations invg\nly mutual entities and business combinatiamseaed
by contract alone.

Amendment to IAS 24, Related Party Disclosuigssued in November 2009 and effective for anpeadods
beginning on or after 1 January 2011).

IAS 24 was revised in 2009 by: (a) simplifying dhefinition of a related party, clarifying its intd&d meaning
and eliminating inconsistencies; and by (b) pravida partial exemption from the disclosure requéasts for
government-related entities. The Company is culyeagsessing what impact this interpretation wél/é on
the financial statements.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

Classification of Rights Issues - Amendment to 182 (issued 8 October 2009; effective for annual period
beginning on or after 1 February 2010).

The amendment exempts certain rights issues oéshvaith proceeds denominated in foreign currenft@s
classification as financial derivatives. The Compancurrently assessing what impact this inteaaren will
have on the financial statements.

IFRS 9, Financial Instruments Part 1: Classificatio and MeasurementFRS 9 was issued in November 2009
and replaces those parts of IAS 39 relating tacthssification and measurement of financial assets.

The standard requires that financial assets assifiled into two measurement categories: those tméasured

at fair value, and those to be measured at amdrtiest. The classification depends on the entityisiness
model for managing its financial instruments ane tiontractual cash flow characteristics of therumsent.
While adoption of IFRS 9 is mandatory from 1 Jagu2013, earlier adoption is permitted. The Compeny
currently assessing what impact this interpretatidhhave on the financial statements.

IFRIC 12, ‘Service concession arrangement&&ffective for annual periods beginning on or aftedanuary
2008. Effective for annual periods beginning orafier 30 March 2009 for companies that preparenfiied
statements based on the IFRS as adopted by the EU).

This interpretation applies to contractual arranget®s whereby a private sector operator participatethe
development financing, operation and maintenancenfofstructure for public sector services, for regde,
under private finance initiative contracts (PFIptracts. Under these arrangements, assets arsesgssseither
intangible assets or finance receivables.

IFRIC 15, Agreements for the Construction of Reabktate(effective 1 January 2009, but EU endorsed for use
1 January 2010).

The interpretation applies to the accounting fatereie and associated expenses by entities thattakeléhe
construction of real estate directly or throughcmiutiractors, and provides guidance for determinithgther
agreements for the construction of real estatavihen the scope of IAS 11 or IAS 18. It also prdes criteria

for determining when entities should recognise nereeon such transactions.

IFRIC 16, Hedges of a Net Investment in a Foreigrp@ration (effective 1 October 2008, but EU endorsed for
use periods beginning or after 1 July 2010).

The interpretation explains which currency risk @sgres are eligible for hedge accounting and stiiats
translation from the functional currency to theganmetation currency does not create an exposuraithvedge
accounting could be applied. The IFRIC allows tl&ding instrument to be held by any entity or etit
within a group except the foreign operation thsglitis being hedged. The interpretation also fiterihow the
currency translation gain or loss reclassified fratimer comprehensive income to profit or loss isudated on
disposal of the hedged foreign operation. Reporéntties apply IAS 39 to discontinue hedge acdognt
prospectively when their hedges do not meet ther@ifor hedge accounting in IFRIC 16.

IFRIC 17, Distributions of Non-Cash Assets to Owrsefeffective for annual periods beginning on or afte
July 2009).

The interpretation clarifies when and how distribatof non-cash assets as dividends to the owitnenslé be
recognised. An entity should measure a liabilitgistribute non-cash assets as a dividend to itseosvat the
fair value of the assets to be distributed. A gaiioss on disposal of the distributed non-casletassill be
recognised in profit or loss for the year whenehéty settles the dividend payable.
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Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(a) Basis of preparation(continued)

Amendment to IFRIC 14, ‘Payments of a minimum fundi requirement’ (effective for annual periods
beginning on or after 1 January 2011).

This amendment will have a limited impact as itlagsponly to companies that are required to mak&mmim
funding contributions to a defined benefit pengatem.

IFRIC 19, Extinguishing financial liabilities with equity instrumentgeffective for annual periods beginning
on or after 1 July 2010).

This interpretation clarifies the accounting wheneatity renegotiates the terms of its debt with thsult that
the liability is extinguished through the debtaumg its own equity instruments to the creditorgain or loss
is recognised in the profit and loss account basethe fair value of the equity instruments comgaiee the

carrying amount of the debt.

Additional Exemptions for First-time Adopters - Amédments to IFRS 1, First-time Adoption of IFR$&ot
yet endorsed by EU). The amendments exempt entisieg the full cost method from retrospective aation
of IFRSs for oil and gas assets and also exemjiiesntvith existing leasing contracts from reassgsshe
classification of those contracts in accordancé WRIC 4, 'Determining Whether an Arrangement @ord a
Lease' when the application of their national aotiog requirements produced the same result.

The International Financial Reporting Standard foSmall and Medium-sized Entities (issued in July Z0)0
is a self-contained standard, tailored to the need®l capabilities of smaller businesses.

Many of the principles of full IFRS for recognisiagd measuring assets, liabilities, income and rs@dave
been simplified, and the number of required disales have been simplified and significantly reduced

(b) Segment reporting

Operating segments are reported in a manner censigtith the internal reporting provided to the efhi
operating decision-maker. The chief operating decisnaker, who is responsible for allocating resesrand
assessing performance of the operating segmenssbéen identified as the board that makes strategic
decisions. Board uses profit before tax as a pnodiasure of segments.

The Company has five operating segments: gas tiasgm (a type of power supply, which includes
transportation of natural gas through high-presgia® line to deliver it to respective distributisyistem or
directly to a consumer, except sale of natural ,ggsp storage (natural gas storage at thmikains
Underground Gas Storage Facility), gas distribufmilype of power supply, which includes transpataof
natural gas through high-, moderate- and low-presgas line, except sale of natural gas), gaszagan (a
type of power supply, which includes purchasingnatural gas for realization and sale to natural tgas
consumers) and other services. Division into segsneorresponds to technological process of gaslyanul

is required for analysis of tariffs and expenses.

(c) Foreign currency translation

Functional and presentation currency

Items included in the financial statements of thmmPany are measured using the currency of the pyima
economic environment in which the Company operétee functional currency’). The financial statentgn
are presented in Latvian Lats (LVL), which is then@pany’s functional and presentation currency. In
accordance with the requirements of the NASDAQ ORIGA all balances are also presented in Euro (EUR).
For disclosure purposes the translation into EUBRaised on the official exchange rate as set by#nk of
Latvia (determined by Bank of Latvia as of DecemB®@r 2004 reposing to resolution of the CounciBahk

of Latvia) during period from 1 January 2009 tol3dcember 2009 — EUR/LVL (1 EUR = LVL 0.702804).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)
(d)  Property, plant and equipment(continued)

Transactions and balances

Foreign currency transactions are translated imtoftinctional currency using the exchange rategaieg at

the dates of the transactions. Foreign exchangasgand losses resulting from the settlement of such
transactions and from the translation at year-emthange rates of monetary assets and liabilitie®ahénated

in foreign currencies are recognised in the incetagement.

(d) Property, plant and equipment

Buildings, gas transmission and distribution systemd equipment are stated at fair value, basededindic
valuation less subsequent depreciation or impaitnofiarge. Revaluation shall be made with sufficient
regularity to ensure the carrying amount does iftgrdnaterially from that which would be determiéhasing
fair value at the end of the reporting period. Reation is performed using depreciated replacencest
method. All other property, plant and equipmentl{iding land and buffer gas) are stated at histbigost,
less accumulated depreciation and impairment chatgstorical cost includes expenditure that is clie
attributable to the acquisition of the items.

Assets purchased, but not yet ready for intendedousinder installation process are included inefssinder
construction.

Subsequent costs are included in the asset’s ngrginount or recognized as separate asset, aspaippep
only when it is probable that future economic béaefssociated with the item will flow to the Compaand
the cost of the item can be measured reliably.oftler repairs and maintenance are charged to troama
statement during the financial period in which tlaeg incurred.

Increases in the carrying amount arising on revaneaof building, gas transmission and distributeystem
and equipment are credited to Revaluation resemvehareholders’ equity. Decreases that offset previ
increases of the same asset are charged agaiafiagen reserve directly in equity; any furthecmses are
charged to the income statement. The revaluatigriusiis transferred to retained earnings on tkieeraent or
disposal of the asset.

Land, buffer gas, advances for property, plant@uipment and assets under construction are no¢defed.
Depreciation on other assets is calculated usiegsthaight-line method to allocate their cost orateed
amounts to their residual values over their eséchaiseful lives, as follows:

years
Buildings 60 - 100
Gas transmission and distribution system 30 -
Machinery and equipment 5-20
Furniture and fittings 5-10
Computers and equipment 3.33

The Company’s policy is to capitalize property,niland equipment with cost exceeding LVL 150 (EUR)2
and useful life exceeding 1 year.

The assets’ residual values and useful lives aveewed, and adjusted if appropriate, at the enceaxh
reporting period.

An asset’s carrying amount is written down immeglatto its recoverable amount if the asset’s cagyi
amount is greater than its estimated recoverabtauati(Note (f)).
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2 ACCOUNTING POLICIES (CONTINUED)
(d) Property, plant and equipment(continued)

Costs of borrowing to finance assets under constru@nd other direct charges related to the paeicasset
under construction are capitalised, during the ttima is required to complete and prepare the desats
intended use, as part of the cost of the asseitdliagtion of the borrowing costs is suspendednduextended
periods in which active developments are interrdipte

Gains or losses on disposals are determined by aangpcarrying amount with proceeds and are chargee
income statement during the period in which they iacurred. When revalued assets are sold, the m@tsou
included in Revaluation reserve are transferragt@ined earnings.

(e) Intangible assets

Intangible assets primarily consist of softwareitices and patents. Intangible assets have adisgtel life and
are carried at cost less accumulated amortisafiorortisation is calculated using the straight-limethod to
allocate the cost of intangible assets over the@ful lives. Generally intangible assets are amsedtiover a
period of 5 years.

() Impairment of non-financial assets

All Company’s non-financial assets have a finitefuklife (except land). Assets that are subjedrtwrtization

or depreciation are reviewed for impairment whenexgents or changes in circumstances indicate ttteat
carrying amount may not be recoverable. An impaitness is recognized for the amount by which theetis

carrying amount exceeds its recoverable amount.rébeverable amount is the higher of an assettsvidie

less costs to sell and value in use. For the perpbsssessing impairment, assets are groupec dbwrest
levels for which there are separately identifiabdesh flows (cash generating units). Non-financgasegs, that
suffered an impairment are reviewed for possiblenrsal of the impairment at each reporting date.

(g) Financial asses

The Company classifies all its financial assetd.@ans and receivables. The classification depemdshe
purpose for which the financial assets were acduianagement determines the classification dfifigncial
assets at initial recognition and re-evaluates thsignation at every reporting date. Receivablesnan-
derivative financial assets with fixed or deternhileapayments that are not quoted in an active marfkey are
included in current assets, except for assets miturities greater than 12 months after the entiefeporting
period. These are classified as non-current as&eteeivables are classified as ‘trade receivablesher
current assets’ and ‘cash and cash equivalentheibalance sheet (Notes 2(i) and 2(j)).

(h) Inventories

The cost of natural gas indumkalns UGS and in gas transmission pipelines isrdeéhed separately using the
first-in first-out (FIFO) method based on total tural gas movement. Materials, spare parts, gasrseind
other inventories cost is determined using the hteig) average method. The cost of natural gas cesgpuoost
of gas purchased.

Inventories are recorded at the lower of cost aedrealisable value. Net realisable value is théamesed
selling price in the ordinary course of businessslapplicable variable selling expenses. Whenntte
realisable value of inventories is lower than itsghase price, provisions are created to reducevdhee of
inventories to their realisable value.
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2 ACCOUNTING POLICIES (CONTINUED)

(i) Trade receivables

Trade receivables are recognised initially at failue and subsequently caried at amortised cosf ubie
effective interest method, less provision for immpant. A provision for impairment of trade receileghis
established when there is objective evidence tmatGompany will not be able to collect all amoudts
according to the original terms of trade receivabfgignificant financial difficulties of the debtgrobability
that the debtor will enter bankruptcy or finanai@brganisation, and default or delinquency in payseare
considered indicators that the trade receivablesirmpaired. The amount of the provision is theetéhce
between the asset’s carrying amount and the presdmt of estimated future cash flows, discountetha
effective interest rate. The amount of the proviserecognised in the income statement.

If, in subsequent period, the amount of impairniess decreases and the decrease can be relatethalyeto
an event occurring after the impairment was recaghisuch as improvement of the debtor’s credingatthe
reversal of the previously recognized impairmess|is recognized in the income statement.

()) Cash and cash equivalents

Cash and cash equivalents comprise cash on haladgcba of current accounts with banks and depbsitsat
call with banks with original term less than 90 sland other short-term highly liquid investmentkjcl can
be easily converted to cash and are not subjesignificant change in value.

(k) Share capital and dividend authorised

Ordinary shares are classified as equity. Increatamtternal costs directly attributable to the éswf new
shares, are shown in equity as a deduction, neaxf from the proceeds. Dividend distribution tee th
Company’s shareholders is recognized as a liabititthe Company’s financial statements in the pkfio
which the dividends are approved by the Comparheseholders.

() Borrowings

Borrowings are recognised initially at fair valuet of transaction costs incurred. Borrowings aitesequently
stated at amortised cost; any difference betweerptbceeds (net of transaction costs) and the nefitem
value is recognised in the income statement overpiériod of the borrowings using the effective riest
method. Borrowings are classified as current liaed unless the Company has an unconditional tigltefer
settlement of the liability for at least 12 monéfter the balance sheet date.

(m) Deferred income tax

The tax expense for the period comprises currethitckefierred tax. Tax is recognised in the incomtestant,
except to the extent that it relates to items ratssgl in other comprehensive income or directlgquity. In
this case the tax is also recognised in other cehgrsive income or directly in equity, respectively

The current income tax charge is calculated orb#asss of the tax laws enacted or substantivelytedaat the
balance sheet date. Management periodically evedyadsitions taken in tax returns with respecittmgons
in which applicable tax regulation is subject ttenpretation. It establishes provisions where apgate on the
basis of amounts expected to be paid to the tadosities.

Deferred income tax is provided in full, using tfebility method, on temporary differences arisingtween
the tax bases of assets and liabilities and thaityimg amounts in the financial statements. Howgelfehe
deferred income tax arises from initial recognit@fran asset or liability in a transaction otheartta business
combination that at the time of the transactior@# neither accounting nor taxable profit nor lésgs not
accounted for.

Deferred income tax is determined using tax rades (aws) that have been enacted or substantisdigted by
the balance sheet date and are expected to apply thb temporary differences will reverse.
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(m) Deferred income tax

The principal temporary differences arise from eliéint intangible asset amortization and propetantpand
equipment depreciation rates, as well as provisfonslow-moving inventory, accrued expenses fousau
annual leave and bonuses, accruals for post emplalyand other employee benefits and provisiondéor
and doubtful debts where the management is of pi@am that they will meet the criteria stated irtiéle 9 of
the law “On Corporate Income Tax”. Deferred incotag asset is recognized only to the extent thag it
probable that future taxable profit will be availalgainst which the temporary differences cantiieed.

Deferred income tax assets and liabilities areetffghen there is a legally enforceable right tsetficurrent tax
assets against current tax liabilities and whendiferred income taxes assets and liabilities edlatincome
taxes levied by the same taxation authority oneeithe taxable entity or different taxable entitiesere there
is an intention to settle the balances on a nasBas

Increase in deferred income tax liability that tesdrom revaluation of property, plant and equipié
charged to equity as deduction from respectivecaee in the Revaluation reserve. Decrease in ddf@ercome
tax liability that results from depreciation of edwed property, plant and equipment is chargedhéoiricome
statement.

(n) Income tax
Income tax is assessed for the period in accordaitbelatvian tax legislation. The tax rate statgdLatvian
tax legislation is 15 percent.

(o) Accrued unused annual leave expenses

Amount of accrual for unused annual leave is detethby multiplying the average daily wage of enygles
for the last six months of the reporting year by #imount of accrued but unused annual leave aritief the
reporting year.

(p) Employee benefits

Bonus plans

The Company recognizes a liability and expensédémuses, based on formula that takes into considertoe
profit attributable to the Company’s shareholdefteracertain adjustments. The Company recognizes a
provision where contractually obliged or where éhisra past practice that has created a consteushiligation.

Social security and pension contribution

The Company pays social security contributionshto dtate Social Security Fund (the Fund) on betfaills
employees based on the defined contribution plamdoordance with the local legal requirements. The
Company also makes contributions to an externaheefcontribution pension plan (the Plan). A define
contribution plan is a plan under which the Compgpays fixed contributions into the Fund or the Pdauul

will have no legal or constructive obligations tydurther contributions if the Fund or the Plaresimot hold
sufficient assets to pay all employees benefitgtirgl to employee service in the current and preniod. The
social security and pension contributions are raismgl as an expense on an accrual basis and dwdadc
within staff costs.

Post employment and other employee benefits

The Company provides defined benefits upon retirednaad in the period of employment for employees
whose employment conditions meet defined criteczoeding to the Employment contract. Amount of Hine
liability is calculated based on current salaryeleand number of employees, which are entitled ay m
become entitled to receive those payments, as aglbased on actuarial assumptions. Once a year an
independent actuary evaluates these liabilitiespeEted benefit expenses are accrued during théogment
period.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2 ACCOUNTING POLICIES (CONTINUED)

(q) Trade payables

Trade payables are recognised initially at fairueahnd subsequently measured at amortised cog thsn
effective interest method. Accounts payable aresifi@d as current liabilities if payment is duethin one
year or less. If not, they are presented as norectliabilities.

(r) Revenue recognition

The Company recognises revenue when the amourvefine can be reliably measured, it is probable tha
future economic benefits will flow to the entity canvhen specific criteria have been met for eachhef
Company’s activities as described below. The Comdaases its estimates on historical results, takihg
consideration the type of customer, the type afdagtion and the specifics of each arrangement.

Sales of natural gas

Sales are recognised upon delivery of gas, neailnfevadded tax and discounts and the differencedest the
forecasted and actual purchase cost of naturalvgaish is used for determination of applicable nalfgas
selling price for the following month. Sales of matl gas to residential customers are recordedeiasis of
meter readings reported by customers. Where refethais includes an estimate of the sales volumegaxf
supplied between the date of the last meter reaaitgthe year-end. Natural gas sales to corpotsi®mers
are recognized based on invoice issued accordingeter reading of customers.

Income of transmission and storage on natural gas

Income from rendering of services is recognisednuperformance of services, net of value added tak a
discounts. Income on natural gas transmission tordge is recognized based on actual amount o$rmited
and stored gas, which are determined by meterngadi

Applicable natural gas selling price is calculateglsed on latest available data. The exchange cate f
EUR/USD set by ECB in the last day of the previamth, actual gross calorific value of gas in thevimus
month as well as planned volume of received ant/eteld gas are used in the calculation. Actual ipase
costs of natural gas are calculated based on mattmydapproved by the PUC’s Council, taking intcamt
the exchange rate of EUR/USD at last day of thetmarmen gas is delivered, actual gas gross calordlue

as well as actual volume of gas purchased fromlgrpp

Interest income

Interest income is recognized using the effectiterest method. Interest income on term depositiassified
as Other income and interest on cash balancesssifitd as Finance income. Accrual of interesbine is
ceased, if it's recoverability is uncertain.

Penalties income
Based on prudence principle penalties, includingdifor late payments for gas, are recognized wegived.

Income from contribution to financing of constractiworks

The income from residents and enterprises contabub financing of construction works of gas pipes is
accounted for as deferred income and recognizetieénincome statement over the expected period ef th
customer relationship of 30 to 40 years.

Other services
Sales of services are recognised in the accoupgnigd in which the services are rendered.

(s) Earnings per share
Earnings per share is determined by dividing ttoditpor loss attributable to equity holders of Bempany by
the weighted average number of participating shamstanding during the reporting year.

() Related parties

Related parties are defined as the Company’s nsareholders that have a significant influence, breamof
the Council and the Board, their close relatived aampanies in which they have a significant infice or
control.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 PROPERTY, PLANT AND EQUIPMENT

Cost or revaluation

At December 31, 2007
Additions

Reclassified
Revaluation

Disposals

Transferred to stock
At December 31, 2008

Depreciation

At December 31, 2007
Charged for 2008
Revaluation

Disposals

At December 31, 2008

Net book value at
December 31, 2008

Net book value at
December 31, 2007

Cost or revaluation

At December 31, 2008
Additions

Reclassified
Revaluation

Disposals

Transferred to
intangible assets

At December 31, 2009

Depreciation

At December 31, 2008
Charged for 2009
Revaluation

Disposals

At December 31, 2009

Net book value at

December 31, 2009

Net book value at
December 31, 2008

Land Buffer Buildings and Equipment Other  Advances Assets Total
gas gas and assets under
transmission  machinery construction
system
LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000
1100 6 590 568 458 68 518 9109 80 21 540 675 395
- - - - - 3553 18279 21832
558 - 22 261 12 633 1339 (3414) (33 490) (113)
- - 561 35 - - - 596
- - (1 537) (456) (394) Q) (333) (2721)
- - - - - - (245) (245)
1658 6 590 589 743 80730 10054 218 5751 694 744
- - 320 890 32 105 4 637 - - 357632
- - 12 993 4 609 1113 - - 18 715
- - 12 - - - - 12
- - (884) (393) (390) - - (1667)
- - 333011 36 321 5 360 - - 374692
1658 6 590 256 732 44 409 4 694 218 5751 320052
1100 6 590 247 568 36 413 4 472 80 21 540 317 763
Land Buffer Buildings and  Equipment Other Advances Assets Total
gas gas and assets under
transmission  machinery construction
system
LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000
1658 6 590 589 743 80730 10054 218 5751 694 744
- - - - - 2 208 14264 16472
127 - 12 952 2771 1438 (2410) (14 878) -
- - (45) 30 - - - (15)
- - (2 373) (12 299) (538) (2) (2) (4214
- - - - - - (24) (24)
1785 6 590 600 277 82232 10954 14 5111 706 963
- - 333011 36321 5360 - - 374692
- - 13 646 4961 1124 - - 19731
- - 140 324 7 - - 471
- - (1 502) (1 035) (503) - - (3 040)
- - 345 295 40571 5988 - - 391854
1785 6 590 254 982 41661 4966 14 5111 315109
1 658 6 590 256 732 44 409 4694 218 5751 320052
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3 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Cost or revaluation

At December 31, 2007
Additions

Reclassified
Revaluation

Disposals

Transferred to stock
At December 31, 2008

Depreciation

At December 31, 2007
Charged for 2008
Revaluation

Disposals

At December 31, 2008

Net book value at
December 31, 2008

Net book value at
December 31, 2007

Cost or revaluation

At December 31, 2008
Additions

Reclassified
Revaluation

Disposals

Transferred to
intangible assets

At December 31, 2009

Depreciation

At December 31, 2008
Charged for 2009
Revaluation

Disposals

At December 31, 2009

Net book value at

December 31, 2009

Net book value at
December 31, 2008

Land Buffer Buildings and  Equipment Other Advances Assets Total
gas gas and assets under
transmission  machinery construction
system
EUR'000 EUR’000 EUR’000 EUR'000 EUR’000 EUR’000 EUR'000 EUR’000
1565 9377 808 843 97 494 12 962 114 30 649 961 004
- - - - - 5055 26 009 31064
794 - 31674 17 976 1905 (4 858) (47 652) (161)
- - 798 50 - - - 848
- - (2 187) (649)  (561) (1) (473) (3871)
- - - - - - (349)  (349)
2 359 9 377 839 128 114871 14 306 310 8184 988535
- - 456 586 45683 6599 - - 508 868
- - 18 487 6 558 1584 - - 26 629
- - 17 - - - - 17
- - (1 258) (559) (555) - - (2372
- - 473 832 51682 7628 - - 533142
2 359 9 377 365 296 63189 6678 310 8184 455393
1565 9 377 352 257 51811 6363 114 30 649 452 136
Land Buffer Buildings Equipment Other Advances Assets Total
gas and gas and assets under
transmission  machinery construction
system
EUR'000 EUR’000 EUR’000 EUR'000 EUR'000 EUR’000 EUR'000 EUR’000
2 359 9 377 839 129 114871 14 306 310 8184 988535
- - - - - 3142 20295 23437
181 - 18 429 3941 2046 (3429 (21 169) -
- - (64) 43 - - - (21)
- - (3376)  (1848)  (766) (3) (3) (5996)
- - - - - - (34) (34)
2540 9 377 854 118 117 007 15586 20 72731005921
- - 473 832 51 682 7628 - - 533142
- - 19 417 7 059 1599 - - 28 075
- - 199 461 10 - - 670
- - (2 137) (1473) (716) - - (4 326)
- - 491 311 57 729 8521 - - 557561
2 540 9 377 362 807 59 278 7 065 20 7273 448 360
2 359 9 377 365 297 63 189 6678 310 8184 455393
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3 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

During 2003 and 2004 buildings, gas transmission and distribution system and equipment were revalued using
the amortised replacement cost method. The amortised replacement cost was determined by a certified assessor
JSC BDO “Invest Riga”. During 2007 the Company had performed subsequent revaluation of all asset groups
mentioned above using amortised replacement cost method. The amortised replacement cost was determined

by independent certified valuator JSC BDO “Invest Riga”. During 2009 assets which were received for gratis

or in exchange during the reporting yearwere revaluated. In addition, the value of fixed assets used in the
motor vehicles gas filling compresor stations wenpaired and the related impairment charge of L\M156
thousand was recognised in the Income Statement

Property, plant and equipment include fully depatn assets with a total cost of LVL 4 560 thousanBUR
6 488 thousand (2008: LVL 4 118 thousand or EUR® Biousand).

As at December 31, 2009 the carrying amount in taseevaluated property, plant and equipment wbeld
carried under the cost model is LVL 150 194 thodsanEUR 213 707 thousand including buildings 109 8
thousand LVL (161 936 thousand EUR) and equipmerd machinery 36 385 thousand LVL (51771
thousand EUR) (2008: LVL 154 318 thousand or EUR &4 thousand including buildings 106 170
thousand LVL (151 066 thousand EUR) and equipmert machinery 37 485 thousand LVL (53 336
thousand EUR))..

During the reporting year the Company has capédlidepreciation in amount of LVL 31 thousand or EUR
thousand (2008: LVL 29 thousand or EUR 41 thousand
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4 INTANGIBLE ASSETS

LVL'000 EUR’000
Cost
As at December 31, 2007 4 402 6 263
Additions 1000 1423
Reclassified from property, plant and equipment 113 161
Disposals (163) (232)
As at December 31, 2008 5352 7 615
Depreciation
As at December 31, 2007 2578 3 668
Charge for the year 625 889
On disposals (122) (173)
As at December 31, 2008 3081 4 384
Net Book Value as at December 31, 2008 2271 3231
Net Book Value as at December 31, 2007 1824 2595

LVL'000 EUR’000
Cost
As at December 31, 2008 5352 7 615
Additions 867 1233
Reclassified from property, plant and equipment 24 34
Disposals (98) (139)
As at December 31, 2009 6 145 8743
Depreciation
As at December 31, 2008 3081 4 384
Charge for the year 728 1036
On disposals (94) (135)
As at December 31, 2009 3715 5 285
Net Book Value as at December 31, 2009 2430 3458
Net Book Value as at December 31, 2008 2271 3231

Intangible assets include fully amortised intangibksets with a total cost value of LVL 1 184 tlaous or
EUR 1 684 thousand (2008: LVL 759 thousand or EUR7® thousand). The major intangible assets are
geographic-informative system GIS, software forglalistance pipelines SCADA IT and informative daisd

for protective zone for long-distance pipelinecatrying amount of LVL 270 thousand (EUR 384 thauba
LVL 331 thousand (EUR 471 thousand) and LVL 256uttand (EUR 369 thousand) respectively as at
December 31, 2009 (2008: LVL 289 thousand (EUR #iblisand), LVL 259 thousand (EUR 368 thousand)
and LVL 250 thousand (EUR 356 thousand).
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5 TRADE RECEIVABLES
31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000
Fair value of financial assets with
revaluation in profit or loss
At the beginning of the reporting year 6 6 9 9
Disposed - - - -
Provisions made - - - -
Revalued (2) - (3) -
At the end of the reporting year 4 6 6 9
Non-current trade receivables
Gross value 4 11 6 16
4 11 6 16
Current trade receivables
Gross value 30523 42 833 43 430 60 946
Provisions for impairment of receivables (8 320) (3291) (11 838) (4 683)
22 203 39 542 31592 56 263
Total trade receivables 22 207 39 553 31 598 56 279

Provisions for impairment of bad and doubtful debts

2009 2008 2009 2008

LVL’'000 LVL'000 EUR’000 EUR’000

Provisions at the beginning of the year 3349 1624 4764 2311
Charged to income statement 6 628 2127 9431 3026
Released to income statement (1 444) (20) (2 055) (28)
Net charge to income statement (see Note 15) 5184 2 107 7376 2998
Written off (144) (383) (204) (545)
Provisions at the year end 8 389 3 348 11 936 4 764

Of the provisions as at 31 December 2009 LVL 8 8#fusand (EUR 11 838 thousand) relate to curreditr
receivables (2008: LVL 3 291 thousand (EUR 4 68u#and)). Of the provisions as at 31 December 2009
LVL 64 thousand (EUR 92 thousand) relate to otmadé receivables (2008: LVL 58 thousand (EUR 81
thousand)) (see Note 7). Provisions were createddan evaluation of the financial position andrapens of
separate groups of customers. The eventual losagsdiffer from the current calculations, as the cipe
amounts required are regularly reviewed and chaageseflected in the income statement.
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6 INVENTORIES

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Materials and spare parts

(at net realisable value) 2 889 3031 4111 4313

Gas and fuel (at cost) 80 644 112 650 114 746 160 286
83533 115 681 118 857 164 599

The cost of inventories recognized as expenserahdded in “Cost of sales” amounted to LVL 251 796
thousand or EUR 358 273 thousand (2008: LVL 275#®60sand or EUR 391 375 thousand).

Provisions for impairment of obsolete and slow mgvinventories:
2009 2008 2009 2008

LVL'000 LVL'000 EUR’000 EUR’000

Provisions at the beginning of the year 427 360 607 512
Charged to income statement 74 133 105 189
Released to income statement (37) (40) (53) (57)
Written off (21) (26) (30) (37)
Provisions at the year end 443 427 629 607

Provisions have been created for slow moving nmelterand spare parts. During 2009 the Company sold
inventories amounting to LVL 1 thousand or EUR dusand (2008: LVL 6 thousand or EUR 9 thousand) and
used in operations inventories amounting to LVLit3dusand or EUR 48 thousand (2008: LVL 30 thousand
EUR 43 thousand) that had been written off in prasiyears.

7 OTHER RECEIVALBES

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Prepayments and deferred expense 494 383 703 545
Value added tax overpaid 125 187 178 266
Natural resource tax overpaid - 4 - 6
Interest accrued on bank deposits 172 1 245 1
Receivable for services supplied 21 33 30 47
Other debtors 301 441 427 626
1113 1049 1583 1491
Provisions for impairment of bad and doubtful
debts* (65) (58) (92) (81)
1048 991 1491 1410

*Provisions for impairment of bad and doubtful detelate principally to Other debtors.
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8 CASH AND CASH EQUIVALENTS

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Cash on hand 3 2 4 3
Current accounts with banks 6 329 6 246 9 006 8 887
Term deposits* 29 478 198 41 943 282

35810 6 446 50 953 9172

* Term deposits fixed interest rate is from 0.4%/88% per annum (2008: from 2.65% to 10.15% peuamn
As at December 31, 2009 and December 31, 2008 #neneo deposits with original term over 90 days.

9 SHARE CAPITAL

(&) Authorised, subscribed and paid-up share capitat @2cember 31, 2009 consists of 39 900 000 arglina
shares of LVL 1 each. All shares have equal vatiglyts and rights to dividend.

31.12.20009. 31.12.2008.
% from total Number of % from total Number of
share capital shares  share capital shares
Registered (closed issues) shares 36.52 14 571 480 36.52 14571 480
Bearer (public issues) shares 63.48 25 328 520 63.48 25328 520
100.00 39 900 000 100.00 39 900 000
(b) Shareholders
31.12.20009. 31.12.2008.
% from Number of % from Number of
total share shares total share shares
capital capital
E.ON Ruhrgas International AG
(including registered shares of closed
issues 7 285 740) 47.23 18 846 385 47.23 18 846 385
Itera Latvija LLC 16.00 6 384 001 16.00 6 384 001
JSC Gazprom
(including registered shares of closed
issues 7 285 740) 34.00 13 566 701 34.00 13566 701
Shares owned by the State 0.00 117 0.00 117
Bearer (public issues) shares 2.77 1102 796 2.77 1102 796
100.00 39 900 000 100.00 39 900 000

State owned shares are given for holding to thed#finof Economy of the Republic of Latvia.
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10 BORROWINGS

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR'000 EUR'000

SEB Banka - 1788 - 2 544

On September 18, 2008 an Overdraft agreement wadutted between the Company a&EB Bankavhich
granted for Company an overdraft facility of EUR 600 000 (LVL 35 140 thousand) for one year with
variable interest rate. Inventories of natural g&se pledged as a collateral. The loan receive20OBB was
repaid in January 2009 and was not used laterntovies of natural gas were pledged as a collata@brding

to contract. At the moment of signing financiatsments overdraft limit is not utilized. Effectivderest rate
was 3.6 % (2008: 3.6%).

11 DEFERRED INCOME

(a) Income from residents and enterprises contdghub financing of construction works of gas pipes:
31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.

LVL'000 LVL'000 EUR’000 EUR’000
Non-current portion of borrowings 13824 13 460 19 670 19 152
Current portion of borrowings 549 519 781 738
14 373 13 979 20 451 19 890
Deferred income movement:
2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000
At the beginning of the year 13979 11 863 19 890 16 879
Received from residents and
enterprises during the reporting year 925 2613 1317 3719
Recognized as income in the
reporting year (see Note 16) (531) (497) (756) (708)
Deferred to the following periods 14 373 13 979 20 451 19 890

(b) difference between the actual and forecastechaise cost of natural gas:

- current portion 275 3155 391 4 489

Deferred income movement:

2009 2008 2009 2008

LVL'000 LVL'000 EUR’000 EUR’000
At the beginning of the year 3155 - 4 489 -
Difference between the actual and
forecasted purchase cost of natural
gas invoiced to customers in the
reporting year (Note 13) (2 880) 3 155 (4 098) 948
Deferred to the following periods 275 3155 391 89
Total deferred to the following
periods 14 648 17134 20 842 24 379

See also Accounting policies Note (r).
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12 OTHER PAYABLES

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.

LVL'000 LVL'000 LVL'000 LVL'000

Prepayments received 6 640 5377 9448 7 651
Social insurance contributions 667 593 949 844
Personal income tax 422 433 601 616
Value added tax 8 351 7 520 11 882 10 700
Salaries 557 611 793 869
Accrued expenses for unused annual
leave 824 1004 1172 1429
Accrued expenses for bonuses 5198 4900 7 396 6972
Accrued other expenses 270 121 384 172
Other current liabilities 151 3765 215 5 357

23 080 24 324 32 840 34 610

13 REVENUE
Sales per customers’ groups are as follows:

31.12.2009 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR000 EUR'000

Income from natural gas sales to industrial custesme 279525** 300 900* 397729** 428 142*

Income from natural gas sales to residential custem 40 08 37 534 57 05¢ 53 40¢
Income from transmission and storage of natural gas 9 32i 10 168 13 27: 14 46¢
Income from natural gas sales to vehicles 62 232 88 33C
Other services 692 2171 98€ 3 08¢

329 70! 351 005 469 128 499 435

* Sales were decreased by LVL 3 155 thousand (EUR489 thousand) representing difference between
actual and forecasted purchase cost of naturairg@ecember 2008 that will be taken into accounemwh
setting tariff for the following month (see Note)11

** Sales were increased by LVL 2 880 thousand (EUR 098 thousand) representing difference between
actual and forecasted purchase cost of naturairg@ecember 2009 that will be taken into accounemwh
setting tariff for the following month (see Note)11

14 COST OF SALES

2009 2008 2009 2008

LVL'000 LVL'000 EUR’000 EUR’000

Purchase of natural gas 248 198 267 707 353 154 380 913
Salaries 12 414 15 165 17 664 21578
Social insurance contributions 2914 3471 4146 4938
Life, health and pension insurance 867 880 1234 1252
Materials and spare parts 4109 7 785 5 846 11 078
Depreciation and amortisation 20 339 18 749 28 939 26 677
Other 5049 6271 7184 8 923

293 890 320 028 418 167 455 359
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15 ADMINISTRATIVE EXPENSES

Salaries

Social insurance contributions

Life, health and pension insurance
Maintenance and utilities

Real estate tax

Depreciation and amortisation

Bank charges

Provisions for impairment of bad
and doubtful debts, net (see Note 5)
Other expenses

16 OTHER INCOME

Penalties from customers

Income from contribution to financing of
construction works (see Note 11)

Profit on sale of fixed assets

Other income

Interest income

17 OTHER EXPENSES

Materials

Salaries

Social insurance contributions
Depreciation and amortisation
Sponsorship

Loss from sale of fixed assets

Provisions for slow moving and obsolete
inventories impairment

Loss from increase in exchange rates, net
Other expense

18 EXPENSES BY NATURE

Purchase of natural gas

Depreciation and amortisation

Employee benefit expense (see Note 26)
Material and spare parts

Net provisions for impaired receivables
Other expenses

2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000
3310 3 663 4709 5213
771 618 1097 879
156 155 222 221
1073 921 1527 1310
162 150 231 213
595 469 847 667
369 253 525 360
5184 2107 7377 2998
1348 1488 1918 2117
12 968 9 824 18 453 13978
791 458 1126 652
531 497 756 708

- 26 - 37

470 450 669 639
750 1174 1067 1670
2542 2 605 3618 3706
27 13 38 18
157 182 223 259
21 24 30 34
101 94 144 134
1503 731 2138 1040
950 - 1352 -
37 93 53 132
1165 267 1658 380
235 852 335 1213
4196 2 256 5971 3210
248 198 267 707 353 154 380913
21035 19 312 29 930 27 478
20612 24 159 29 328 34 375
4136 7798 5885 11 096
5184 2107 7376 2998
11 889 11 026 16 9218 15 688
311 057 332 109 442 594 472 549
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19 FINANCE INCOME, NET

2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000

Finance income

- Interest income 1831 1083 2 605 1541
1831 1083 2 605 1541

Finance expenses
- Interest expenses (9) (119) (13) (169)
9) (119) (13) (169)
Finance income, net 1822 964 2 592 1372

20 NET FOREIGN EXCHANGE GAINS AND INTEREST INCOM E

The exchange net differences are credited to tbenie statement under Other income and Other expense
(see Notes 16 and 17).

Interest income credited to the income statement iscluded as follows:

Other income (see Note 16) 750 1174 1067 1670
Finance income, net (see Note 19) 1831 1083 2 605 1541
2581 2 257 3672 3211

21 INCOME TAX EXPENSE

Current income tax 3942 4178 5609 5944
Deferred income tax (92) (758) (131) (1 078)
3 850 3420 5478 4 866

Corporate income tax differs from the theoreticalfyculated tax amount that would arise applyirey16%
rate stipulated by the law to profit before taxatio

Profit before income tax 23 015 22 466 32747 31 966
Theoretically calculated tax at tax rate of

15% 3452 3370 4912 4795
Tax effect of:

Tax non-deductible expenses, net 1391 672 1979 956
Tax relief on donations (993) (622) (1413) (885)
Tax charge 3850 3420 5478 4 866

Deferred income tax is calculated by using the tathtax rate — 15%.

Reconciliation between actual corporate incomecteatge and the amount of corporate income tax payab

2009 2008 2009 2008

LVL’'000 LVL'000 EUR’000 EUR’000

(Receivable) / liabilities as at 1 January (3854) 1412 (5 484) 2009
Charge for the year 3942 4178 5609 5944
Paid during the year (1 445) (9 444) (2 056) (13 438)
Receivableas at 31 December (1 357) (3 854) (1 931) (5 485)
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21 INCOME TAX EXPENSE (CONTINUED)

Calculation of deferred income tax:
Deferred income tax liabilities at the
beginning of the reporting year 29915 30 538 42 566 43 453
Increase in deferred income tax liabilities that
results from revaluation of property, plant and
equipment (charged to other comprehensive

income) 18 225 26 320
Decrease in deferred income tax liabilities
(charged to income statement) (92) (758) (131) (1 078)

Deferred income tax that results from disposal
of revalued property, plant and equipment

(credited to equity) (141) (90) (201) (129)
Rounding - (1) -
Deferred income tax liabilities at the end of

the reporting year 29 700 29 915 42 259 42 566

Deferred income tax assets and liabilities are atifoutable to the following items:

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000
Difference on depreciation of property, plant
and equipment
(to be settled within 12 months) 1120 988 1594 1406
Difference on depreciation of property, plant
and equipment

(to be settled after more than 12 months) 30 593 31 393 43 530 44 669
Impairment of bad and doubtful debts

(to be settled within 12 months) * (298) (320) (424) (455)
Accrued expenses for unused annual leave and

bonuses

(to be settled within 12 months) (905) (890) (1 288) (1 267)

Accruals for post employment benefits and
other employee benefits (to be settled after

more than 12 month) (662) (701) (942) (997)
Accruals for other liabilities (to be settled

within 12 months) (82) (491) (117) (699)
Impairment of inventories

(to be settled within 12 months) (66) (64) (94) (91)
Deferred income tax liability, net 29 700 29 915 42 259 42 566

* These are provisions for impairment of bad andhtful debts that are expected to become allowédle
corporate income tax purposes in the foreseeahlesfas relevant debtor companies are in liquidatio
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22 ACCRUALS FOR EMPLOYMENT AND POST EMPLOYMENT BENE FITS

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR'000 EUR'000

At the beginning of reporting year 4672 2 500 6 648 3557
Current service costs 209 652 297 928
Interest expenses (281) 398 (400) 566
Post employment benefits paid (626) (8) (891) (11)

Losses as a result of changes in assumptions of

actuary 442 1130 629 1608
Provisions at the end of the reporting year 4 416 4672 6 283 6 648

Post employment benefits are unique or monthlyirfiited time period) benefits, which are paid toptoyee,
whose employment conditions meet defined critedaoeding to the Employment contract. Accruals for
benefits are calculated based on current levehefsialaries and the number of those employees,migbt
pertain such benefit, if they would terminate arplryment with the Company, as well as previouslglig
benefit rates and actuarial assumptions.

Discount factor applied to discount post employntetefit income is set at a level of 6.75 % (20085 %)
based on government bond market yields at the baldate. In calculations of these accruals a sbédtion
coefficient of 1.63, retirement age of 62 yearsaraes in reward by years (2009: 0%, 2010: 2%, 26%,:
2012: 4%, 2013: 5%, 2014: 7%, 2015: 7%, 2016: ®dtribution to defined pension plan ( in amounb®§
from annual reward), State compulsory social insceacontributions and personal income tax chanmges 1
January 2010, are taken into consideration.

23  EARNINGS AND DIVIDENDS PER SHARE

(a) EARNINGS PER SHARE
The Company has no dilutive potential ordinary shand therefore diluted earnings per share arsame
as the basic earnings per share.

Basic earnings per share are calculated by dividiveg net profit attributable to the shareholderstioy
weighted average number of ordinary shares in idstag the year.

2009 2008 2009 2008

LVL'000 LVL'000 EUR’000 EUR’000

Net profit attributable to shareholders (a) 19 165 19 046 27 269 27 100

number, th. number, th. number, th. number, th.

Ordinary shares as at 1 January 39 900 39 900 39 900 39 900

Ordinary shares as at 31 December 39 900 39 900 39 900 39 900

Weighted average number of ordinary

shares outstanding during the year (b) 39 900 39 900 39 900 39 900
Basic earnings per share during the year

(a/b) in LVL or EUR 0.480 0.477 0.683 0.679

(b) DIVIDENDS PER SHARE

Dividends payable are not accounted for until tlaeg declared at the Annual General Meeting. At the
meeting, a dividend in respect to 2009 of LVL 0.dBUR 0.569) per share will be proposed by the
management. These financial statements do notteflese dividends payable, which will be accouritéedn

the shareholders’ equity as an appropriation @imetd earnings for 2009.
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23 EARNINGS AND DIVIDENDS PER SHARE (CONTINUED)

The dividends paid in 2009 for 2008 were LVL 15 1#®usand (LVL 0.38 per share) or EUR 21 574
thousand (EUR 0.541 per share). The dividends ipa08 for 2007 were LVL 19 950 thousand (LVL 0.50
per share) or EUR 28 386 thousand (EUR 0.711 maesh

24  CASH GENERATED FROM OPERATIONS
Reconciliation of profit before tax to cash genedafrom operations:
2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000

Profit before income tax 23015 22 466 32747 31 966
Adjustments for:

Depreciation (Note 3) 20 306 18 686 28 893 26 588
Amortisation (Note 4) 728 625 1036 889

Deviations of actual and predictable purchases
of natural gas and income from participation

fees (see Note 11) (3411) 2 658 (4 853) 3781
Provision for impairment of slow moving

inventories (Note 6) 37 93 53 132
Accrued expenses for bonuses 298 (96) 424 (137)
Accrued expenses for unused annual leave (180) 206 (256) 293
Difference on accruals for other liabilities 149 121 212 172
Accrued expenses for post employment benefits

and other employee benefits (Note 22) (256) 2172 (365) 3092
Interest income (Note 20) (2 581) (2 257) (3672) (3 211)
Interest expense (Note 19) 9 119 13 169
Loss / (profit) on sale of property plant and

equipment (Notes 16, 17) 950 (26) 1352 (37)

Changes in working capital

- trade and other receivables 14 987 (12 619) 21 325 (17 954)
- inventories 32540 (29 332) 46 300 (41 736)
- trade and other payables (24 368) 27 398 (34 674) 38 984

62 223 30 214 88 535 42 991

25 RELATED PARTY TRANSACTIONS

No entity exercises a control over the Companyitiéstdisclosed below own or owned more than 20%hef
shares that deemed to provide a significant infteesver the Company.

(@) Sale of services

JSC “Gazprom” 8709 7218 12 391 10 271
Companies controlled JSC “Gazprom” 23 - 33 -
8 732 7218 12 424 10 271

(b)  Purchase of natural gas

JSC “Gazprom” 152 492 173 920 216 977 247 465

(c) Purchase of services

E.ON Ruhrgas International GmbH 7 14 11 20
E.ON Ruhrgas AG 52 - 73 -
59 14 84 20
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25 RELATED PARTY TRANSACTIONS (CONTINUED)

(d)  Accounts payable for natural gas and services

Original

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.

LVL'000 LVL'000 EUR’000 EUR’000
JSC “Gazprom” 1470 7744 2 091 11 019
Payables are payable in cash and are not securzgliegge or otherwise.
(e)  Accounts receivable for natural gas in transit
JSC “Gazprom” 1572 244 2 236 347
Receivables are receivable in cash and are noteskby a pledge or otherwise.
® Accounts payable for services from compaes controlled by related party
Accounts payable to companies controlled by
JSC “Gazprom” 2554 958 1362 1363
Payables are payable in cash and are not securaglegdge or otherwise.
() Remuneration to Board of Directors and Council
A listing of the members of the Board of Directarsl Council is shown on page 3.
2009 2008 2009 2008
LVL'000 LVL'000 EUR’000 EUR’000
Salaries 1320 1378 1878 1961
Social insurance contributions 308 123 438 175
Expenses for accruals for post employment
benefits and other employee benefits (6) - 9) -
Health and life insurance 9 10 13 14
Contributions to pension funds 41 35 58 50
1672 1546 2378 2 200
Salaries and social insurance contributions incec®ued bonuses for the reporting year.
26 EMPLOYEE BENEFIT COSTS
Wages and salaries 15 423 17 211 21 945 24 489
Expenses for accruals for post employment
benefits and other employee benefits 458 1800 652 2561
Social insurance contributions 3796 3732 5400 316
Social insurance contributions for accruals for
post employment benefits and other employee
benefits (89) 381 127) 542
Life, health and pension insurance 1024 1035 71 45 1473
20 612 24 159 29 327 34 375

In accordance with the Rules of the Cabinet of Btans of Latvia 69,08 % (2008: 71.47%)
insurance contributions are used to fund the skafimed contribution pension system.

of the docia
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27  SEGMENT REPORTING

31.12.2009.
Gas Gas Gas Gas
transmition  storage  distribution realization Other services  TOTAL

LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000
Segment revenue from
external customers 1042 8 254 - 319 717 692 389 70
Inter-segment revenue 17 144 11704 35 277 254 68 4448
Inter-segment costs (39) (231) (684) (63 493) - 487)
Interest income - - - - 1831 1831
Interest expense - - - 9 - 9
Profit before tax 4 868 7 901 7724 219 2 303 23 01
Corporate income tax 985 1221 442 797 405 3850
Assets 99 763 81 930 163 350 111 553 4 898 461 494
Liabilities 11 580 7172 38 017 75 311 354 132 434
Other information on
segment

Depreciation and
amortisation 6 851 4 432 8 851 862 38 21 034
Additions of non-
current assets 5922 5576 5 464 224 2 17 188
31.12.2009.
Gas Gas Gas Gas
transmition  storage distribution realization Other services TOTAL

EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR'000
Segment revenue from
external customers 1483 11 744 - 454 917 984 289 1
Inter-segment revenue 24 394 16 653 50 195 361 97 1700
Inter-segment costs (56) (329) (973) (90 342) - 190)
Interest income - - - - 2 605 2 605
Interest expense - - - 13 - 13
Profit before tax 6 927 11 242 10 990 312 3273 782
Corporate income tax 1402 1737 629 1134 576 &b 47
Assets 141 950 116 576 232 426 158 725 6971 686 64
Liabilities 16 477 10 205 54 093 107 158 504 188 43
Other information on
segment

Depreciation and

amortisation 9748 6 306 12 594 1227 54 29 929
Additions of non-
current assets 8 426 7 934 7775 319 2 24 456

46



Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

27 SEGMENT REPORTING (CONTINUED)

31.12.2008.
Gas Gas Gas Gas
transmition storage  distribution realization Other services TOTAL

LVL'000 LVL'000 LVL'000 LVL'000 LVL'000 LVL'000
Segment revenue from
external customers 1431 8 708 - 338 694 2172 0851
Inter-segment revenue 16 609 10 987 31 687 25 134 9 443
Inter-segment costs (36) (224) (294) (58 888) - 489)
Interest income 1 7 1 258 816 1083
Interest expense - - - 119 - 119
Profit before tax 5060 5189 3503 6417 2295 4@2
Corporate income tax 318 670 870 1154 408 3420
Assets 95 610 74 653 160 310 155 850 2425 488 848
Liabilities 11 893 6 964 39 236 105 196 604 163 893
Other information on
segment

Depreciation and
amortisation 6 225 4 052 8 640 366 29 19 312
Additions of non-
current assets 9 896 2938 9747 187 5 22773
31.12.2008.
Gas Gas Gas Gas
transmition storage  distribution realization Other services TOTAL

EUR'000 EUR'000 EUR'000 EUR'000 EUR'000 EUR'000
Segment revenue from
external customers 2036 12 391 - 481 918 3090 499 434
Inter-segment revenue 23632 15633 45 087 36 190 84 578
Inter-segment costs (51) (319) (418) (83 790) - (84578)
Interest income 1 10 1 369 1160 1541
Interest expense - - - 169 - 169
Profit before tax 7 200 7 383 4984 9131 3268 31 966
Corporate income tax 452 953 1238 1643 580 4 866
Assets 136 041 106 222 228 101 221 755 3450 695 569
Liabilities 16 922 9909 55 828 149 680 859 233198
Other information on
segment

Depreciation and

amortisation 8 857 5765 12 294 521 41 27 478
Additions of non-
current assets 14 081 4180 13 869 266 7 32 403
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27 SEGMENT REPORTING (CONTINUED)

The largest customers:

Five of the Company’s customers comprise up to 48.8n 2008- 50.9 %) of income. Income generated by
the largest customer as of December 31, 2009 w#s%8in 2008- 29.3 %), the second and the third largest
customers constituted 8.8 % and 5.6 % respectel2008 — 9.0 % and 6.3 %) of the total income anto
This income is related to the natural gas reatizesiegment.

No geographical segment information is providedlbprincipal operations are carried out in Latvia.
28 CRITICAL ESTIMATES AND JUDGEMENTS

The preparation of the financial statements in oconfty with IFRS requires the use of certain catic
accounting estimates. It also requires managentebiercise its judgement in the process of applyirey
Company’s accounting policies.

IFRS requires that in preparing the financial stants, management of the Company make estimates and
assumptions that affect the reported amounts @ftassd liabilities and required disclosure atdhte of the
financial statements and the reported amountsaniges and expenses during the reporting periotlialhc
results could differ from those estimates. The @ii@solving a higher degree of judgement and thaxry
significant risk of casing a material adjustmeptshie carrying amounts of assets and liabilitiethiwithe next
financial year are revaluation of property, pland @quipment, determination of frequency of revidue, the
management assumptions and estimates in deteraminafi useful lives of property, plant and equipment
recoverable amount of accounts receivable and tovies, post employment benefits and other employee
benefits as described in respective notes.

Revaluation of fixed assets

The management determines fair value and the rémgaimseful life of buildings, gas transmission and
distribution system and equipment based on valostiperformed by independent certified valuators in
accordance with real estate valuation standardsbasdd on the average construction costs releearthé
reporting year. The Company’s internal policy isperform the revaluations when there are indicatitivat
average construction costs and/or purchase pradated to the buildings, gas transmission andidigion
system and equipment have changed significantlyatAls February 2007 the Company performed revanati
of the buildings, gas transmission and distribuggatem and equipment that increased the carryimauat of
these assets by LVL 80.2 million (EUR 114.1 milioihe amortised replacement cost was determined by
independent certified valuator JSC BDO ‘Invesj@®. The management performed an assessment ind2@D9
concluded that the said average replacement cadtadt changed significantly.

Recoverable amount of trade receivables

The estimated collectibility of accounts receivaislassessed on an individual basis for each cestdmcase
individual assessment is not possible due to thgelamumber of individual balances, only the sigaifit
debtors are assessed individually. Receivablesatteahot individually assessed for impairment dassified
into groups of receivables with similar credit riskaracteristics and are collectively assessehfpairment,
using historical loss experience. Historical loggezience is adjusted on the basis of current obabér data to
reflect the effects of current conditions that dit affect the period on which the historical lesperience is
based and to remove the effects of conditionsearhiktorical period that do not exist currently.

Inventory valuation

Upon valuation of inventories, the management sedie its best knowledge taking into consideratiistohical

experience, general background information and misteassumptions and conditions of future evefrs.
determining the impairment of inventories, the saletential as well as the net realisable valuea#ntory is

taken into consideration.
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Evaluation of post employment and other emplopeetits

Liabilities for the employee benefits are preseritethe balance sheet at their present value. BEyaplbenefit
liabilities are calculated for each year using Ectgd Unit Credit method. Both actuary defined patlicly
available assumptions are used in calculationsdéggchanges in demographic and financial vargble

Recognition of revenues using the leveraged consumption payment scheme

Customers, who settle payments using the leveraggtsumption paymentckeme, when paying bills
(commercial users and private persons, who perfannoperating activity), perform the readings of enet
twice a year and determine the leveraged consumfiiothe winter season (November to April) and swen
season. Customers are invoiced on the monthly bases

Customers who are residents (household custometitt) accounts using the leveraged consumption paym
scheme in self-service order. Customers perforrag¢hdings of meter (depending on consumption) ance
year or when tariffs are changed. All customerghefhouseholds are invoiced on monthly bases byrsngn
the leveraged consumption, for which seasonaliseapplied.

29  FINANCIAL RISK MANAGEMENT
29.1. Recent instability in the global and Latviarfinancial markets and economies

Along with changes caused by the economic and (imhrmrisis since 2008, among other things, finahci
markets have experienced material changes in the d6 diminishing financial assets and increasingifficing
costs, and uncertainty in the business and invedtreevironment has increased. Changes in the global
financial markets have caused banks and other diabmstitutions to go bankrupt, with bank resciesng
undertaken in many countries including Latvia. Altilgh the recovery trend is strengthening in thébalo
economy, it is currently not possible to predidiatly when Latvia’'s economy will begin to grow aga

Management is unable to estimate reliably the ptesssffects on the Company’s financial positionaofy
further instability in the economies and finanai@rkets of Latvia and other countries in the regierwell as
the economic downturn in Latvia. Management bekeiteis taking all the necessary measures to stippor
sustainable growth of the Company’s business irptheent circumstances.

Impact on liquidity:

The volume of wholesale financing has significartlyninished since 2008. Such conditions may affeet
Company’s ability to obtain new borrowings and éfimance its existing borrowings on terms simitattiose
applied to earlier transactionshe credit line facility available to the Compameg disclosed in Note 10.

Impact on asset valuation:

Solvency of the Company’s customers may be affebiedheir reduced liquidity and ability to continue
business operations during a prolonged economicntow. Customers’ deteriorating operating condgion
may affect management’s cash-flow forecasts anesasgent of the impairment of financial and nonsitial
assets. Management’'s assumptions about recoveaatbeints of the assets are based on the information
available, however it is not possible to determigla@bly the full impact of the economic downturn.

29.2. Financial risk factors

The Company’s overall risk management program isettaon “JSC “Latvijas &e” risk management
guidelines and procedures” developed by SIA Mansk005.

The Company’s overall risk management program fesumn the unpredictability of financial markets and
seeks to minimise potential adverse effects orChmpany’s financial performance.

Financial instruments owned by the Company (acogrth IFRS 7):
- financial assets: current debtors, long term dsbtmash in bank accounts, cash in bank deposits;
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29  FINANCIAL RISK MANAGEMENT (CONTINUED)
29.2. Financial risk factors(continued)

Financial instruments by categories
All financial assets are included in category Loand Receivables and all financial liabilities areasured at
amortised cost.

Company’s activities are exposed to following risks
- Credit risk
- Liquidity risk
- Market risk, incl.
Interest rate risk
Currency exchange rate risk

Credit risk

The Company is exposed to credit risk, which issk of arising of material losses, in case couragspwill
not be able to fulfill its contractual obligatiots the Company. Credit risk is critical to the cgtens of the
Company, so it is important to manage this riskaftely.

Credit risk arises from cash and cash equivalelesosits with banks and financial institutionswedl as
credit exposure to customers, including outstandigivables and committed transactions.

Sources of credit risk

Credit risk mainly relates to few largest custon@frthe Company. Largest part 53,9 % (2008: 48.68t)ade
receivables natural gas comprises of debts ofgesdrcustomers of the Company, one of these custoaedt
comprised 25,4% (2008: 17.2%), second and thirgektr customer debt comprised 9,2% and 7,9 %
respectfully (2008: 7.2% and 6.3%) of total traéeeivables as at December 31, 2009. The Company has
introduced and observes such a credit policy thaisages selling goods on credit only to custorméts a

good credit history, controlling the amount of dtesgtt for each customer. Debts of 5 largest custerare not
impaired as at December 31, 2009.

Credit risk management

Control over debtors is performed by Gas Accountamgl Payment Department (GAPD) and Financial
accounting department of the Company.

Debtors aging analysis is prepared on a monthlisbBgbtors are analysed in following groups:
- residential customers;
- companies with gas consumption less than 25 tmous&a year;
- companies with gas consumption more than 25 thubisd a year.

Debt monitoring process of households:
Monitoring of debts differs for natural gas usetsowise natural gas for heating and users who useahgas
for household purposes only (cooking, water heating

1. Household users, which are using natural gakdating:

- If payment (according to leveraged payment schemeverdue for 30 days and the late payment amoun
exceeds 40 Ls, the reminder of the debt is sent out

Household users, which are using natural gasdorestic purposes only:

- If the payment (according to leveraged paymehéese) is overdue for 60 days and the late paynrantat
exceeds LVL 8, the reminder of the debt is sent out

2. If the debt according to the time mentionedhim teminder is not paid on time, the warning of the
natural gas supply’s disrupti@gnsent out to the user.
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29.2. Financial risk factors(continued)

Credit risk (continued)

Debt monitoring process of households (continued):

3. If the debt in the time mentioned in the warniagot paid in dughe debtor is included in the lists of
thenatural gas supply’s disruptiamd the natural gas supply is terminated.

4. If during the six months period the debt is paitd and the natural gas supply is not terminatsddlly for
users, which are using the natural gas for houdelpolrposes only), repeated warning of natural gas
termination is sent out.

5. At the end of the heating season GAPD is selgaebtors, whose debt sum is not less than LVL drfiD
overdue for more than two months. GAPD sends owkming letter with the amount of the debt and the
payment due date. At the same time the CompanyrgacbCentre is calling to selected debtors pravide
GAPD to inform them on the amount overdue and tite df the payment. If the customer fails to paydbbt

in the time specified, the natural gas supplyiigiteated by the Company’s responsible department.

6. After the gas is terminated, GAPD prepares amdls a letter (claim) with the debt amount andpdngment
due date. If it is not paid, GAPD transfers thetdelbo the Company’s legal department for the debovery
process of initiating legal proceedings. On theeptiand, if the payment is received the invoiceannection
to gas supply is issued and after the paymentiived, the gas supply is renewed.

7. At the end of the reporting year, GAPD and thgponsible member of the Board evaluate the amumfunt
debts of household users and constitute the pomssiequested.

Industrial clients with consumption less than 26utand m3 in year control procedure

If the due date is overdue for 1 day, the list eérolue debtors is prepared and the Contact centalling the
debtors, reminding about the debt. If the debt ds paid until 20th date of the month, the warning o
termination of the natural gas supply is sent butase no payment is received, legal departmsntvolved
in order to initiate debt collection through court.

Industrial clients with consumption over 25 thoudan3 in year control procedure

If a payment for received gas according to issmedice in not settled in agreed term, client istaoted via
phone and warning letter is sent out.

If a payment is not received during the term intéidain the warning letter gas supply is terminaiedl debt
is fully repaid.

At the same time, the Company acknowledge ovecathemical situation and implements socially resgaas
policy for the clients who have overdue paymentd ask to continue gas supply, by offering to repay
outstanding debt according to agreed repaymentdsitdeBoard of the Company has approved interéssra
applicable to deferred payments, which are adeduoédtes crediting market of Latvia.

In certain situations, the Company may requestpgyment in amount of one month invoice to decréase
risk of doubtful debts. Such principles are maiabplied to insolvent clients and clients who aigutarly late
with their payments.

To make provisions for doubtful debtors, GAPD islgsing information from the Comercial insolvency
register for insolvencies which are initiated, or the legal protection processes started, etc. prbeious
experience with the debtor payments and the agnetsnséggned (repayment schedule) are also asseBsed.
termination of natural gas supply’s serves as stases for creation of provisions.
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29.2. Financial risk factors(continued)

Credit risk (continued)

Industrial clients with consumption over 25 thousan3 in year control procedure (continued)

The following customer groups of natural gas useesincluded in provisions for bad debtors:
- Customers, for whom the supply of natural gasiiminated due to overdue debt;
- Insolvent enterprises or companies with initiatgsolvency process;
- Customer with the started process of legal jtae;
- Concluded agreements and terms of debt settlesobedules are not complied with;
- Debts overdue for more than 2 months;
- Other bad debtors who regularly overdue payments

December 31, 2009 (LVL’000):

TOTAL Neither past duenor Past due, not Impaired, net*
impaired (incl. impaired
renegotiated
receivables)
Natural gas 20 608 20 368 240 -
incl. renegotiated receivables 140 140 - -
Other services 1595 1595 - -
Total current trade
receivables 22 203 21 963 240 -
December 31, 2009 (EUR’000):
TOTAL  Neither past duenor Past due, not Impaired, net*
impaired (incl. impaired
renegotiated
receivables)
Natural gas 29 323 28981 342 -
incl. renegotiated receivables 199 199 - -
Other services 2 269 2 269 - -
Total current trade
receivables 31 592 31 250 342 -
December 31, 2008 (LVL’000):
TOTAL  Neither past duenor Past due, not Impaired, net*
impaired (incl. impaired
renegotiated
receivables)
Natural gas 39 244 31 440 7 804 -
incl. renegotiated receivables 64 64 - -
Other services 298 298 - -
Total current trade
receivables 39 542 31738 7 804 -
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29.2. Financial risk factors(continued)

Credit risk (continued)

December 31, 2008 (EUR’000):

TOTAL  Neither past duenor Past due, not Impaired, net*
impaired (incl. impaired
renegotiated
receivables)
Natural gas 55 838 44 734 11104 -
incl. renegotiated receivables 91 91 - -
Other services 425 425 - -
Total current trade
receivables 56 263 45 159 11104 -

* 100% provisions are created for doubtful deb{see Note 5)

Quality of the debtors

Fully performing debtors having no overdue debts mwainly comprised by heat supply companies. The
shareholders of major part of the heat supply conggaare local municipalities, which guarantee fme
settlement of the debts or make advance paymentsfaral gas.

Past due not impaired and impaired debtors arsewired (with mortgage or commercial pledge).

Aging analysis of trade receivables past due, btitmpaired is following:

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.

LVL'000 LVL’'000 EUR’000 EUR’000

Up to 3 months 240 6 784 342 9653
3 to 6 months - 1020 - 1451
240 7 804 342 11 104

Term deposits and cash at bank
Before placing a term deposit the Board of the Camypevaluates credit ratings, financial performaasevell
as offered interest rates of the banks.

Moody's Investors Services credit ratings of bafdtsits owners) are used by the Company (as atebduary
2010):

Long term Short R_ating_ of Rating
Bank ' term financial
rating . : forecast
rating security
Nordea Bank Finland Aa2 P-1 -* -*
DnB NOR ASA
Aa3 P-1 C Stable
SEB group
Al P-1 -* Negative
Swedbank local currency Baa3 P-3
foreign currency Baad P-3 D- -
Parex bank B2 Not prime E Stable
GE Money (General Electric Co) -* -* -* -*
Latvijas Krajbanka -* -* -* -*
SMP Bank - * - -




Translation from Latvian Original
JOINT STOCK COMPANY “LATVIJAS G AZE”
FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2009

* Data on credit rating is not available
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29 FINANCIAL RISK MANAGEMENT (CONTINUED)
29.2. Financial risk factors(continued)

Credit risk (continued)

31.12.20009. 31.12.2008. 31.12.20009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Parex bank 12 201 2179 17 360 3 100
Swedbank 8 954 1334 12 740 1898
Latvijas Krajbanka 6 184 - 8799 -
SEB banka 4 837 1790 6 882 2547
DnB NORD 2371 897 3374 1276
GE Money Bank 733 244 1043 347
Nordea Bank Finland 518 - 737 -
SMP Bank 9 - 13 -
Total accounts with
banks 35 807 6 444 50 948 9 168
Credit quality of cash and cash equivalents (Mosdgvestors Service)

Aal - 897 - 1276

Aa2 518 2034 737 2894

Aa3 2371 - 3374 -

Al 4 837 1334 6 882 1898

Baa3 8 954 - 12 740 -

B2 12 201 - 17 360 -

Data on credit rating is

not available 6 926 2179 9 855 3 100

Total accounts with

banks 35 807 6 444 50 948 9 168
Liquidity risk

Liquidity risk is associated with the Company’slaipito settle its liabilities within agreed duetda.

Main guidelines applied by the Company — do notnpiedelay of payments to creditors and prioritise
payments to suppliers for the delivered gas. IfGbenpany does not have sufficient amount of caguitline
is used.

Operating cash flow plan is prepared to managedityurisk on a monthly bases after actual datahaf
previous month is received, or in cases which mgypificantly affect financial performance (signidiot
changes in heavy fuel global market price / or ratgas purchase prices) of the Company.
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29 FINANCIAL RISK MANAGEMENT (CONTINUED)

29.2. Financial risk factors(continued)

Liquidity risk (continued)

Contractual maturity of liabilities as at 31 Decamt2009 (LVL'000):

3 months-
<1 month 1-3 months 1 year Total
Trade payables 2707 57 802 81 60 590
Borrowings - - - -
Other liabilities, incl. 98 - 270 368
Accrued expenses for other expenses - - 270 270
Other short term liabilities 98 - - 98
2 805 57 802 351 60 958
Contractual maturity of liabilities as at 31 Decemt2009 (EUR’'000):
3 months-
<1 month 1-3 months 1 year Total
Trade payables 3851 82 246 116 86 213
Borrowings - - - -
Other liabilities, incl. 140 384 524
Accrued expenses for other expenses - - 384 384
Other short term liabilities 140 - - 140
3991 82 246 500 86 737
Contractual maturity of liabilities as at 31 Decemni®2008 (LVL'000):
3 months-
<1 month 1-3 months 1 year Total
Trade payables 10 803 75199 58 86 060
Borrowings 1788 - - 1788
Other liabilities, incl. 106 42 79 227
Accrued expenses for other expenses - 42 79 121
Other short term liabilities 106 - - 106
12 697 75 241 137 88 075
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29.2. Financial risk factors(continued)

Liquidity risk (continued)

Contractual maturity of liabilities as at 31 Decemt2008 (EUR’'000):

3 months-
<1 month 1-3 months 1 year Total

Trade payables 15371 106 998 83 122 452
Borrowings 2 544 - - 2 544
Other liabilities, incl. 151 60 112 323
Accrued expenses for other expenses - 60 112 172
Other short term liabilities 151 - - 151

18 066 107 058 195 125 319

Market risk
Interest rate risk

The Company is exposed to cash flow interest iske as its borrowing is at variable interest i@ete 10).
The loan was repaid on 14 January 2009 therefdrastno impact on profit after tax. Other finanaabets
and liabilities bear no interest, or interest iiatéxed. As all financial assets and liabilitie® accounted for at
amortised cost, the Company is not exposed todinedlue interest rate risk.

Foreign currency exchange risk

Foreign currency exchange risk is probability, thumeign currency exchange fluctuations will afféoancial

position and cash flows of the Company. The Companyot directly subject to the risk of fluctuatianf

foreign currency rates as the gas purchase prigetim USD and afterwards recalculated in EUR, re@® the
gas sales tariffs are set in LVL. Settlements lfar supplied gas are made in EUR. As since Janya2@(b

the lat rate is pegged to the euro rate, the fatains of the LVL/EUR rate are limited and are erpected to
have a significant influence on further financiesults. The changes in gas purchase prices in &pBnding
on the quotation of oil products are covered byRkhEC-approved natural gas sales tariffs, which tergain

extent cover the fluctuations of both the LVL/EURdahe EUR/USD rate. The risk of fluctuations ofefign

currency rates related to debts to suppliers i2undntrol by keeping a significant share of finahoesources
in deposits of the respective currency.
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29

29.2. Financial risk factors(continued)

Market risk (continued)

Open foreign currencies positions:

FINANCIAL RISK MANAGEMENT (CONTINUED)

31.12.2009.
USD'000 EUR’'000 GBP’000 Other'000
Financial assets 116 29 304 1 5494
Financial liabilities - (84 047) - (1 879)
Balance sheet position in original
currency 116 (54 742) 1 3615
Balance sheet position in LVL'000 57 (38 473) 1 62
Balance sheet position in EUR’00(C 81 (54 742) 1 88
Open foreign currencies positions:
31.12.2008.
USD'000 EUR’'000 GBP’000 Other'000
Financial assets 476 1224 25 55
Financial liabilities - (121 545) - -
Balance sheet position in original
currency 476 (120 321) 25 55
Balance sheet position in LVL'000 236 (84 562) 18 4
Balance sheet position in EUR’00(C 335 (120 321) 25 6

Exchange rate fluctuations sensitivity analysis

In determination of future fluctuations of exchangtes, assumption is made based on prior year USD

currency exchange rate fluctuations, which wertérange of 10 % (2008: 14%), and for other qwies in
range of 1 % (2008: 1%) (net of tax effect).

December 31, 2009

B Impact to Impact to Impact to Impact to
Currency ook current year  current year Book current year  current year
value . - value . -
profit profit profit profit
+10% (USD) -10% (USD) +10% (USD)  -10% (USD)
+1% (other -1% (other +1% (other -1% (other
currencies) currencies) currencies) currencies)
LVL'000 LVL'000 LVL'000 EUR’000 EUR’000 EUR’000
Assets
Cash EUR 18 415 157 (157) 26 202 223 (223)
usD 26 2 (2) 37 3 3)
Other 4 - - 6 - -
Accounts EUR
receivable 2180 19 (29) 3102 27 27)
USsSD 32 3 3) 46
RUB 89 8 (8) 127 11 (11)
Liabilities 20 746 189 (189) 29 520 264 (264)
Accounts
payable
EUR 59 068 502 (502) 84 047 714 (714)
RUB 31 3 (3) 44 4 (4)
Net impact 59 099 505 (505) 84 091 718 (718)
(38 353) (316) 316 (54 571) (454) 454
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29.2. Financial risk factors(continued)

Market risk (continued)

December 31, 2008

Book Impact to Impact to Book Impact to Impact to
Currency current year  current year current year  current year
value - - value - -
profit profit profit profit
+14% (USD)  -14% (USD) +14% (USD)  -14% (USD)
+1% (other -1% (other +1% (other -1% (other
currencies) currencies) currencies) currencies)
LVL'000 LVL'000 LVL'000 EUR’000 EUR’000 EUR’000
Assets
Cash EUR 537 4 (4) 764 6 (6)
USD 234 28 (28) 333 40 (40)
Other 4 1 (1) 6 -
Accounts
receivable EUR 324 3 3) 461 3 3)
USD 1 - - 1 - -
GBP 18 3 (3) 26 3 (3)
1118 39 (39) 1591 52 (52)
Liabilities
Accounts
payable EUR 83634 711 (7112) 119 001 1012 (1012)
Borrowings EUR 1788 15 (15) 2 544 22 (22)
85 422 726 (726) 121 545 1034 (1 034)
Net impact (84 304) (687) 687 (119 954) (982) 982

29.3. Capital risk management

The Company’s objectives when managing capitaltarsafeguard the Company’s ability to continue as a
going concern in order to provide returns for shalgers and benefits for other stakeholders antdamtain
an optimal structure to reduce the cost of capital.

The Company performs management of the capitakdas proportion of borrowed capital against total
capital. This ratio is calculated as proportiortatfl liabilities, except cash and cash equivaletatghe total
capital of the Company. Liabilities include all oemt and non-current liabilities, but total capitatludes all
liabilities of the Company and equity. This ratsoused to evaluate structure of the capital olGbmpany, as

well as its solvency. Strategy of the Company iensure the ratio is not lower than 8 % and notidrighan
50 %.

In 2009 and 2008 proportion of borrowed capitaiotal capital was as follows:

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Total liabilities 132 43¢ 163 89: 188 437 233199

(Cash and cash equivalents) (35 810 (6 446) (50 953) (9172)
Net total liabilities 96 624 157 447 137 484 224 027

Total liabilities and equity 461 49¢ 488 84¢ 656 648 695 568

Borrowed capital proportion to total

capital 20.94% 32.21% 20.94% 32.21%

Decrease of borrowed capital proportion to totalited in 2009 is mainly related to significant dease of

purchase price of natural gas, as a result payableatural gas suppliers in December 31, 2009 are
significantly lower.
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29  FINANCIAL RISK MANAGEMENT (CONTINUED)

29.4. Fair value

Carrying amount of financial assets and liabilittddhe Company does not significantly differ fraheir fair
value, because almost all financial assets andlifiab are short term, so influence of discountiiagtor is
minor.

30 CAPITAL COMMITMENTS

The Company has planned to invest the following am® for capital expenditures for property, pland a
equipment and intangible assets in the subseqeant y

31.12.2009. 31.12.2008. 31.12.2009. 31.12.2008.
LVL'000 LVL'000 EUR’000 EUR’000

Contracted for, but not delivered 1442 2911 2 052 4142
Authorised, but not yet contracted for 17 325 21 109 24 651 30 035
18 767 24 020 26 703 34 177

31 TAX CONTINGENT LIABILITIES

The tax authorities may at any time inspect thekb@mnd records within 3 years subsequent to thertegh tax
year, and may impose additional tax assessmentpa@malties. The Company's management is not aware o
any circumstances which may give rise to a potentaerial liability in this respect.

32 SUBSEQUENT EVENTS

There are no subsequent events since the lasbfittte reporting year, which would have a significeffect
on the financial position of the Company as at Deloer 31, 2009.
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