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Talsu district. Sabiles parish „Vītiņi” LV-3294



	Supervisory Board
	Ian Frederick Thomson, Chairman of the Supervisory Board, passport 204409473, born December 27, 1948,

Citizen of UK

Ivo Šneiders, member of the Supervisory Board

ID code 290877-11090

Tukuma district., Kandava , Zīļu street 22

Andra Ožeta, member of the Supervisory Board

 ID code 210375-11107
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 ID code 210767-11283

Riga district., Siguldas parish, Institūta street 10–9

Ivars Frīdemanis, member of the Supervisory Board 

ID code 190271-11115

Zemites street 32,. Kandava, Tukuma disctict

	Reporting period
	January 1, 2009 – March 31, 2009


	Auditor – name and address
	Zane Kotāne, sworn auditor, 

Certificate nr.141

“Revīzija un vadības konsultācijas”, SIA

Registration number.40003611571

Licence nr. 79

Dārzaugļu street 1-107,

Riga, LV-1012
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Management Report
The main activities of the Company in 2009 were logging and production of timber products: peeled and turn poles production in timber processing unit. 

The Company’s financial situation during 2009 was influenced by significant price level increase and then sudden drop. 
During  the 1st  quarter of 2009,  2,690 m3 poles were produced in the timber processing unit, woodchips of 7981 m3 were sold. 

Total Company’s revenues the 1st quarter of the 2009 were Ls 1,545,681.

The result for the 1st quarter of the 2009 is loss amounting to Ls 12638, which corresponds to loss per share of Ls 0.0254. 

These losses are due to reason: there was large balance in the stock on the 1st January 2009, about high price, because the Contract was reserved on 1st July 2008.
In the future the Company plans to continue the production of peeled and turn poles, increasing the proportion of timber purchased from small logging companies and private loggers, whose price offering is lower than that of VAS Latvijas valsts meži. It is also planned to sell the produced goods to a wider network of clients, achieving the most beneficial sales price.
Suggestions for distribution of profit and covering of losses 

The losses of the reporting year will be covered by the future profit.
Board:

	
	
	

	April 17, 2009
	
	Gatis Štāks

	
	
	In name of the Board

	
	
	Based on issued authorisation


	
	


April 17, 2009, Stende
Profit and Loss Statement

[image: image1.emf]2009 2008 2009 2008

Note Ls Ls EUR EUR

Revenues 2 279 840           515 129           398 176            732 963           

Cost of Goods Sold 3 (269 423)         (508 949)         (383 354)          (724 169)         

Gross profit (loss) 10 417             6 180               14 822              8 794               

Administration expenses 4 (8 428)             (8 817)             (11 992)            (12 545)           

Other operating income 369                  -                   525                  

Other operating expenses 5 (10 169)           (102)                (14 469)            (145)                

Financial income 6 168                  1                      239                   1                      

Financial expenses 7 (4 158)             (7 328)             (5 916)              (10 427)           

Profit/(loss) before taxes (12 170)           (9 697)             (17 316)            (13 797)           

Corporate income tax 8 -                       -                      

Other taxes (468)                (666)                 -                      

Profit/(loss) of the reporting year (12 638)        (9 697)         (17 982)        (13 797)       


Notes on pages 10 to 18 are integral part of the financial statements
Board:

	
	
	

	April 17, 2009
	
	Gatis Štāks

	
	
	In name of the Board

	
	
	Based on issued authorisation


Balance Sheet


[image: image2.emf]     31.03.2009.      31.03.2008.      31.03.2009.      31.03.2008.

Long term investments Notes            Ls            Ls EUR EUR

Fixed assets

Land, buildings and constructions 39 169                32 422                55 732                46 132               

Machinery and equipment 160 838              204 072              228 852              290 368             

Other fixed assets 15 852                17 628                22 555                25 082               

TOTAL 9 215 859              254 122              307 140              361 583             

Biological assets

Forest 10 18 875                -                         26 857                -                        

TOTAL 18 875                -                         26 857                -                        

Total long term investments 234 734              254 122              333 996              361 583             

Current assets

Inventories

Materials 8 017                  7 695                  11 407                10 949               

Unfinished goods -                         -                        

Finished goods and goods for sale 156 483              239 861              222 655              341 291             

Advances for goods 7 800                  18 500                11 098                26 323               

TOTAL 172 300              266 056              245 161              378 564             

Receivables

Trade receivables, net 11 124 648              168 344              177 358              239 532             

Other debtors 12 5 882                  10 768                8 369                  15 321               

Prepaid expenses 3 206                  4 195                  4 562                  5 969                 

TOTAL 133 736              183 307              190 289              260 822             

Cash and cash equivalents 7 981                  13 008                11 356                18 509               

TOTAL CURRENT ASSETS 314 017              462 371              446 806              657 895             

TOTAL ASSETS 548 751         716 493         780 802         1 019 478     

ASSETS


Notes on pages 10 to 18 are integral part of the financial statements
Board:

	
	
	

	April 17, 2009
	
	Gatis Štāks

	
	
	In name of the Board

	
	
	Based on issued authorisation



[image: image3.emf]      31.03.2009.      31.03.2008.      31.03.2009.      31.03.2008.

EQUITY AND LIABILITIES Notes          Ls          Ls EUR EUR

Share capital 13 495 699             495 699             705 316             705 316            

Undistributed profit -                         -                        

Loss from previous periods (243 324)            (131 753)            (346 219)            (187 468)           

Current year (loss)/ profit (12 638)              (10 066)              (17 982)              (14 323)             

TOTAL EQUITY 239 737             353 880             341 115             503 526            

PROVISIONS

Provisions for taxes 4 210                 16 468               5 990                 23 432              

Other provisions 14 15 951               14 121               22 696               20 092              

TOTAL PROVISIONS 20 161               30 589               28 687               43 524              

LIABILITIES

Long terms liabilities

Payables to related parties 15 113 386             110 866             161 334             157 748            

Loans from credit institutions 16 80 485               -                         114 520             -                        

TOTAL 193 871             110 866             275 854             157 748            

Short term liabilities

Loans from credit institutions 16 15 773               103 481             22 443               147 240            

Trade creditors 54 935               100 615             78 165               143 162            

Taxes payable 17 9 425                 2 891                 13 411               4 114                

Other liabilities 14 849               14 171               21 128               20 164              

TOTAL 94 982               221 158             135 147             314 679            

TOTAL LIABILITIES 288 853             332 024             411 001             472 428            

TOTAL EQUITY AND LIABILITIES 548 751         716 493         780 802         1 019 478     

EQUITY AND LIABILITIES


Notes on pages 10 to 18 are integral part of the financial statements
Board:

	
	
	

	April 17, 2009
	
	Gatis Štāks

	
	
	In name of the Board

	
	
	Based on issued authorisation


Equity Statement


[image: image4.emf]Ls Share capital

Prior period 

losses

Current year 

profit/ (loss) Total

January 1, 2008 495 699        (51 900)          (79 853)          363 946       

Transferred to prior period losses -                    (79 853)          79 853           -                   

Current year loss -                    (10 066)          (10 066)        

March 31, 2008 495 699        (131 753)        (10 066)          353 880       

Transferred to prior period losses -                    (111 571)        10 066           (101 505)      

Current year loss -                    -                     (12 638)          (12 638)        

March 31, 2008

495 699     (243 324)     (12 638)      239 737    



[image: image5.emf]Share capital

Prior period 

losses

Current year 

profit/ (loss) Total

January 1, 2008 705 316        (73 848)          (113 620)        517 848       

Transferred to prior period losses -                    (113 620)        113 620         -                   

Current year loss -                    (14 322)          (14 322)        

March 31, 2008 705 316        (187 468)        (14 322)          503 526       

Transferred to prior period losses -                    (158 751)        14 322           (144 429)      

Current year loss -                    -                     (17 982)          (17 982)        

March 31, 2009

705 316     (346 219)     (17 982)      341 115    

EUR


Notes on pages 10 to 18 are integral part of the financial statements
Cash Flow Statement
(prepared based on indirect method)


[image: image6.emf]2009 2008 2009 2008

Operating cash flow            Ls            Ls EUR EUR

Profit/(loss) before taxes (12 170)             (10 066)             (17 316)             (14 323)            

Adjustments: -                        -                       

Depreciation 10 726              15 052              15 262              21 417             

Interest -                        -                       

Increase of provisions -                        -                       

Asset writte off (33)                    -                        (47)                   

(Profit)/loss from sale of fixed assets -                        -                        -                       

Result of revaluation of biological assets -                        -                        -                       

(Profit)/loss from currency fluctuations -                        -                       

(1 444)              4 953               (2 055)              7 047              

Decrease/(incraese) of inventories 39 342              (44 415)             55 979              (63 197)            

Decrease/(incraese) of receivables (7 325)               50 725              (10 423)             72 175             

Increase/(decrease) of current liabilities (23 463)             1 639                (33 385)             2 332               

Operating cash flow 7 110               12 902             10 117             18 358            

Interest paid (3 598)               (5 119)               -                       

Corporate income tax paid -                        -                       

Real estate tax paid -                        -                       

Net operating cash flow 3 512                12 902              4 997                18 358             

-                        -                       

Cash flow from investing activities -                        -                       

Acquisition of long term investments (158)                  (150)                  (225)                  (213)                 

Proceeds from sale of fixed assets 2 892                -                        4 115                -                       

Net cash flow from investing activities 2 734                (150)                  3 890                (213)                 

-                        -                       

Cash from from financing activties -                        -                       

Loans received/(repaid), net -                        -                       

Net financing cash flow -                        -                        -                        -                       

-                        -                       

Increse/(decrease) in cash and cash equivqlents 6 246                12 752              8 887                18 144             

-                        -                       

Cash at the beginning of the year 1 735                256                   2 469                364                  

-                        -                       

Cash at the end of the year 7 981           13 008          11 356          18 509         

Operating cash flow before changes in 

current assets


Notes on pages 10 to 18 are integral part of the financial statements
Notes 

1. Significant accounting policies
Annual report preparation principles
The annual report is prepared in accordance with the Law on Accounting, Law of Annual Accounts and Latvian accounting standards applicable as of December 31, 2007. For preparation of this annual report following Latvian accounting standards (LGS) were in force – LGS1 – main principles for annual reports, LGS 2 –Cash flow statements, LGS 3- Subsequent events, LGS 4 – Change of accounting policies, estimates and correction of major mistakes, LGS5 – Long term agreements, LGS6 – Revenues, LGS7 – Fixed assets and LGS 8 – Provisions, contingent liabilities and assets, LGS 9 – Investment properties. 

Profit and loss statement was prepared based on turnover method. 

Cash flow statement is prepared by indirect method. 
The same accounting policies and valuation methods were applied in current and prior reporting year. 

Based on management’s opinion, during 2008 reclassification of inventories was done if compared to accounts for 2007. The reclassification does not have any impact on financial result. During 2008, comparative numbers for 2007 were also classified according to 2008 principles and as such are comparable. 

The annual report is prepared based on business continuation principle. 

Foreign currency translation
The accounting records are prepared in lats. All transaction in foreign currencies are translated to lats in according the Bank of Latvia rate as at date of the transaction. 

Monetary assets and liabilities denominated in foreign currencies are stated at the official currency exchange rate set by the Bank of Latvia at year end. Any gain or loss resulting from a change in the currency rates of exchange is included in the profit and loss statement at net value.

	
	31.12.2008.
	31.12.2007.

	
	LVL
	LVL

	
	
	

	1 GDP
	0.728
	0.963

	1 USD

1 EUR
	0.4950

0.702804
	0,4840
0,702804


Fixed assets
All fixed assets are initially recorded at purchase price. Land is regularly revaluated and accounted for at market value.  Increase of the value resulting from revaluation is accounted as long term revaluation reserve and included in the equity of the Company. The decrease of the value is first deducted from previously recognised revaluation reserve for the same asset and any uncovered loss recognised as expense in profit and loss account. 

Fixed assets are stated at historical value less accumulated depreciation. 

The assets are depreciated over their estimated useful lives using the straight-line method. Following depreciation rates are applied for fixed assets:








%

Buildings and constructions

 
3.33% - 5%




Machinery and equipment



10% - 20%




Other fixed assets



 20% - 35%

1.
Significant accounting policies (continued)
Biological assets
Company’s biological assets are forests that are kept with the purpose to gain additional biological asset through means of growing. Biological assets are initially recognised and further accounted for based on fair value assessment, less sales expenses. The changes of the value of the assets that are due to revaluation to fair value, less relevant sales expenses, are accounted as expenses in profit and loss account. 

Inventories
Inventories are accounted in lower of cost and net realisable value. For raw materials the cost is calculated based on purchase cost accounting to FIFO method, but for work in progress and goods for sale the cost is calculated based their purchase price or production costs according to weighted average principle. 

Net realisable value is selling price in the ordinary course of business, less the costs of completion, marketing and distribution.. Net value is disclosed as cast of production, less provisions established. 
Advances for inventories include also cash paid for cutting rights on those cutting that were not yet processed at the end of the reporting period.

Receivables
Trade receivables are recorded and disclosed in the balance sheet in accordance with initial amount of the invoices, less provision established for doubtful accounts. Provisions for doubtful accounts are estimated when full recoverability of the amount is not likely. Provisions for doubtful accounts are estimated by individual assessment of each debtor.
Corporate income tax
Corporate income tax is calculated for the reporting year is calculated in accordance with regulatory requirements of the Republic of Latvia. 

Deferred taxation arising from temporary differences in the timing of the recognition of items in the tax returns and these financial statements is calculated using the liability method.  The deferred taxation liability is determined based on the current tax rates. The principal temporary timing differences arise from differing rates and methods of accounting and tax depreciation on tangible fixed assets, provision for vacation and accumulated tax losses. 
Provisions

Provisions are recognised, when the Company has commitments (legal or supported) due to past events where the likelihood of outflow of economical benefits for Company is estimated and the amount of the liabilities can be reasonably estimated.  

2. Revenues
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Timber product related revenues 
	200068
	
	160101
	
	284671
	
	227803

	Other revenues
	79772
	
	355028
	
	113505
	
	505160

	Total:
	279840
	
	515129
	
	398176
	
	732963


Revenues according to geographical markets:
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Latvia
	238520
	
	191888
	
	339385
	
	273032

	Lithuania
	
	
	
	
	
	
	

	United Kingdom
	41320
	
	323241
	
	58791
	
	459931

	Total:
	279840
	
	515129
	
	398176
	
	732963


3. Cost of goods sold
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Cost of materials
	189032
	
	353393
	
	268968
	
	502833

	Cost of external services
	11697
	
	36819
	
	16643
	
	52388

	Depreciation
	10726
	
	15052
	
	15262
	
	21417

	Salaries
	36070
	
	51788
	
	51323
	
	73687

	Social contributions
	10667
	
	14515
	
	15178
	
	20655

	Other costs of goods sold
	11231
	
	37382
	
	15980
	
	53189

	Total:
	269423
	
	508949
	
	383354
	
	724169


4.
Administration expenses
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Personnel costs
	7540
	
	8817
	
	10729
	
	12547

	Other administration expenses
	888
	
	
	
	1263
	
	

	Total 
	8428
	
	8817
	
	11992
	
	12547


The Board does not receive remuneration.
5.
Other operating expenses
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Provisions for doubtful accounts
	
	
	-
	
	
	
	

	Revaluation of biological assets
	
	
	
	
	
	
	

	Other asset write offs
	
	
	
	
	
	
	

	Stock exchange related expenses
	2500
	
	
	
	3557
	
	

	Other expenses
	7669
	
	102
	
	10912
	
	145

	Total:
	10169
	
	102
	
	14469
	
	145


6.
Financial income
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Income from currency fluctuations
	168
	
	
	
	239
	
	

	Other income
	
	
	1
	
	
	
	1

	Total
	168
	
	
	
	239
	
	1


7.
Financial expenses
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Interest expenses
	3763
	
	4048
	
	5354
	
	5760

	Loss from currency fluctuations
	395
	
	
	
	562
	
	4667

	Total
	4158
	
	4048
	
	5916
	
	10427


8.
Corporate income tax
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Deferred corporate income tax
	
	
	12258
	
	
	
	17442

	Total:
	
	
	12258
	
	
	
	17442


9.
Fixed assets

[image: image7.emf]Ls

Land, buildings 

and 

constructions

Machinery and 

equipment

Other fixed 

assets TOTAL

Historical cost 31.12.2008 93 570              844 974            38 984              977 528             

acquisitions 396                   396                    

Writte-offs -                        

Historical costs 31.03.2009 93 570              845 370            38 984              977 924             

Accumulated depreciation 31.12.2008 53 670              675 443            22 226              751 339             

Depreciation 732                   8 692                1 302                10 726               

Depreciation of assets written off -                        

Accumulated depreciation 31.03.2009 54 402              684 135            23 528              762 065             

Net book value 31.12.2008 39 900              169 531            16 758              226 189             

Net book value 31.03.2009 39 168              161 235            15 456              215 859             

2009

2009



[image: image8.emf]Land, buildings 

and 

constructions

Machinery and 

equipment

Other fixed 

assets TOTAL

Historical cost 31.12.2008 133 138            1 202 289         55 470              1 390 897          

acquisitions 564                   564                    

Writte-offs -                        

Historical costs 31.03.2009 133 138            1 202 853         55 470              1 391 461          

Accumulated depreciation 31.12.2008 76 365              961 069            31 625              1 069 059          

Depreciation 1 041                12 368              1 853                15 262               

Depreciation of assets written off -                        

Accumulated depreciation 31.03.2009 77 406              973 437            33 478              1 084 321          

Net book value 31.12.2008 56 773              241 220            23 845              321 838             

Net book value 31.03.2009 55 732              229 416            21 992              307 140             

2009

2009

EUR


Cadastrial value of assets of the Company

	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Land
	11 700
	
	11700
	
	16 647
	
	16647

	Buildings and constructions
	170231
	
	108489
	
	242219
	
	154366

	Total
	181931
	
	120189
	
	258866
	
	171013


Fixed assets of the Company are pledged as security for credit line issued by AS „SEB Latvijas Unibanka” (see Note 18).
10.
Biological assets
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Value at the beginning of the year 
	-
	
	-
	
	-
	
	-

	      Acquisitions during the year
	18875
	
	20833
	
	26858
	
	29644

	      Revaluation to fair value
	
	
	(1958)
	
	
	
	(2786)

	Total:
	18875
	
	18875
	
	26 858
	
	26858


11.
Trade receivables, net
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Gross trade receivables
	124648
	
	168344
	
	177358
	
	239532

	Provisions for doubtful accounts
	
	
	
	
	
	
	

	Total:
	124648
	
	168344
	
	177358
	
	239532


12.
Other debtors
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	VAT receivable
	3736
	
	3230
	
	5316
	
	4596

	Advance payments of CIT
	2010
	
	7538
	
	2860
	
	10725

	Other debtors
	136
	
	
	
	193
	
	

	Total
	5882
	
	10768
	
	8369
	
	15321


13.
Share capital
Share capital of the Company consists of 495,699 shares with nominal value Ls 1 per share. 

	
	Akciju skaits
	
	Akciju vērtība (Ls)
	Kopējā vērtība (Ls)
	Akciju vērtība (EUR)
	Kopējā vērtība (EUR)

	
	
	
	
	
	
	

	Close issue shares
	265699
	
	1
	265699
	1
	378058

	Public placement
	227700
	
	1
	227700
	1
	323985

	Boards’ shares (without voting rights)
	2 300
	
	1
	2 300
	1
	3 273

	Total
	499 699
	
	
	499 699
	
	705316


14.
Other provisions
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Provisions for vacations
	
	
	15951
	
	
	
	22696

	Total
	
	
	15951
	
	
	
	22696


15.
Payables to related c companies
	Long-term
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Payable to related company (USD)
	113 386
	
	110 866
	
	161 334
	
	157 748

	Total
	113 386
	
	110 866
	
	161 334
	
	157 748


In accordance with terms of existing agreements, the payable has to be settled in 2010. The loan is not interest bearing. 

16.
Loans from credit institutions
	
	2009
	
	 2008
	
	2009
	
	 2008

	
	Ls
	
	Ls
	
	EUR
	
	EUR

	Long term
	
	
	
	
	
	
	

	Loan from AS SEB Latvijas Unibanka 
	80 485
	
	-
	
	114 520
	
	-

	
	
	
	
	
	
	
	

	Short term
	
	
	
	
	
	
	

	Credit line from AS SEB Latvijas Unibanka 
	15773
	
	103481
	
	22443
	
	147240

	Total:
	96258
	
	103481
	
	136963
	
	147240


In accordance with provisions of the agreement, the loan repayment shall be done in monthly principal repayments with final term on March 29, 2012. The interest rate for the loan is 3month EURIBOR + 3.8%. 

17.
Taxes payable

[image: image9.emf]Ls

Calculated Transfer from 

other taxes

Tax paid

Value added tax              4 474          (77 074)                    -             76 336             3 736 

Social security contributions             (3 617)         (14 561)             11 599           (6 579)

Personnel income tax             (1 852)           (5 758)                    -               4 652           (2 958)

Real estate tax                      -               (468)                    -                  468                    - 

Natural resource tax                  (97)                     -                    97                    - 

Corporate income tax              2 010                      -              2 010 

Risk duties                  (12)                (38)                    -                    38                (12)

Total                906          (97 899)                    -             93 190           (3 803)

Payable            (5 578)           (9 549)

Receivable             6 484              5 746 

(Payable)/ 

receivable 

31.12.2008

2009 (Payable)/ 

receivable 

31.03.2009


17.
Taxes payable (continued)

[image: image10.emf]EUR

Calculated Transfer from 

other taxes

Tax paid

Value added tax              6 366        (109 666)                    -           108 741             5 441 

Social security contributions             (5 147)         (20 718)             16 504           (9 361)

Personnel income tax             (2 635)           (8 192)                    -               6 619           (4 208)

Real estate tax                      -               (665)                    -                  665                    - 

Natural resource tax                (138)                     -                  138                    - 

Corporate income tax              2 860                      -                     -              2 860 

Risk duties                  (18)                (54)                    -                    54                (18)

Total             1 288        (139 295)                    -           132 721           (5 286)

Payable            (7 938)         (13 587)

Receivable             9 226              8 301 

(Payable)/ 

receivable 

31.12.2008

2009 (Payable)/ 

receivable 

31.03.2009


Tax receivables are included in other debtors, see Note 12.

18.
Off balance sheet liabilities

The Company has signed credit line agreement with AS „SEB Latvijas Unibanka”. In accordance with provisions of the agreement, the maximum amount of the credit line as of December 31, 2008 is Ls 110,000. As of December 31, 2008, the amount used was Ls 107 195 (2007: Ls 123 362).  In order to secure potential claims, the Company has issued commercial pledge and has pledged its fixed assets, inventories and debtors in favour to the credit institution.

19.
Number of employees
	
	2008
	
	2007

	
	
	
	

	Average number of employees for the reporting year
	51
	
	56


20.
Subsequent events

The credit line agreement with AS “SEB Latvijas Unibanka” expired on April 3, 2009. Until signing of the annual report, the Company has agreed on decrease of total amount of the credit line and refinancing the remaining amount as long term loan. The loan is payable until March 29, 2012. The loan is EUR denominated. 
21.
Financial risk management
The most significant financial instruments for the Company are loans from credit institutions, related entities and cash and cash equivalents. The main purpose of those financial instruments is to ensure operating activities of the Company. The Company is also exposed to other financial investments that are directly related to operating activities of the Company, such as, trade receivables and other receivables, trade payables and other payables. 

Financial risks
The main financial risks that are related to financial instruments of the Company are currency risk, interest rate risk, liquidity risk, credit risk and debt concentration risk.  

21.
Financial risk management (continued)
Currency risk
The financial assets and liabilities that are subject to currency risk include trade receivables, trade payables and short-term and long-term loan. The Company is mostly exposed to GBP, USD and EUR currency risks. The currency as at December 31, 2008 can be specified as follows:
	
	31.12.2008.
	31.12.2007.

	Financial assets, GBP
	20 677
	2 350

	Financial liabilities, GBP
	-
	-

	Balance sheet exposure GBP
	20 677
	2 350

	Balance sheet exposure lats
	15 053
	2 263


	
	31.12.2008.
	31.12.2007.

	Financial assets, USD
	-
	-

	Financial liabilities, USD
	(229 062)
	(229 062)

	Balance sheet exposure USD
	(229 062)
	(229 062)

	Balance sheet exposure lats
	113 386
	110 866


In addition, subsequent to year end, the loan term loan has been refinanced from LVL to EUR (see Note 20)

Major part of revenues of the Company is GBP denominated, but major part of the expenses are incurred in lats. In order to manage the currency risk, the Company is balancing short-term and long-term loan currencies with future cash flows from operating activities.

Interest rate risk
Mainly the Company is exposed to interest rate risk in relation to short-term and long-term loans. Most of the loans have variable interest rate. The interest rates are disclosed in Note 15 and 16 of these financial statements.

Liquidity risk

The Company is controlling its liquidity risk by ensuring adequate cash and cash equivalent balance and financing through credit line and loans provided by the credit institutions. 

Credit risk


The Company is exposed to credit risk in related to trade receivables, short-term loans issued and cash and cash equivalents. The Company is controlling its credit risk by consistently analysing the payment history of its clients and individually setting the payment terms for each client. In addition, the Company is reviewing the trade receivable outstanding balance, in order to decrease the likelihood of potential bad debts.
Debt concentration risk


As at December 31, 2008, the Company was exposed to high credit concentration risk. The relative weigh of one debtor within trade receivables was 67%.  During 2008, 70% from total revenues were done by to this client. 
Board:

	
	
	

	April 17, 2009
	
	Gatis Štāks

	
	
	In name of the Board

	
	
	Based on issued authorisation
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		EUR				Share capital		Prior period losses		Current year profit/ (loss)		Total

		January 1, 2008				705,316		(73,848)		(113,620)		517,848

				Daļu kapitāla palielināšana		-		-				-

				Currency translation differences								-

				Transferred to prior period losses		-		(113,620)		113,620		-

				Current year loss		-				(14,322)		(14,322)

				Daļu/ akciju emisija								-

				Exercise of options								-

				Dividenžu izmaksa no iepriekšējā gada peļņas								-

				Norakstīts no rezervēm		-				-		-

		March 31, 2008				705,316		(187,468)		(14,322)		503,526

				Transferred to prior period losses		-		(158,751)		14,322		(144,429)

				Current year loss		-		-		(17,982)		(17,982)

		March 31, 2009				705,316		(346,219)		(17,982)		341,115






_1304922912.xls
Sheet1

		Ls				Land, buildings and constructions		Machinery and equipment		Other fixed assets		Construction in progress		Pamat-līdzekļu izveidoša-nas izmaksas		Avansa maksājumi par pamat-līdzekļiem		TOTAL

		Historical cost 31.12.2008				93,570		844,974		38,984								977,528

		2009		acquisitions				396				-						396

				Nodots ekspluatācijā		-		-		-		-						-

				Reclassifications		-		-		-								-

				Writte-offs								-						-

		Historical costs 31.03.2009				93,570		845,370		38,984		-		-		-		977,924

		Accumulated depreciation 31.12.2008				53,670		675,443		22,226								751,339

		2009		Depreciation		732		8,692		1,302		-						10,726

				Reclassifications		-												-

				Depreciation of assets written off								-						-

		Accumulated depreciation 31.03.2009				54,402		684,135		23,528		-		-		-		762,065

		Net book value 31.12.2008				39,900		169,531		16,758		-		-		-		226,189

		Net book value 31.03.2009				39,168		161,235		15,456		-		-		-		215,859
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				(Payable)/ receivable 31.12.2008		2009						(Payable)/ receivable 31.03.2009

		Ls				Calculated		Transfer from other taxes		Tax paid

		Value added tax		4,474		(77,074)		-		76,336		3,736

		Social security contributions		(3,617)		(14,561)				11,599		(6,579)

		Personnel income tax		(1,852)		(5,758)		-		4,652		(2,958)

		Real estate tax		-		(468)		-		468		-

		Natural resource tax		(97)				-		97		-

		Corporate income tax		2,010		-						2,010

		Risk duties		(12)		(38)		-		38		(12)

		Total		906		(97,899)		-		93,190		(3,803)

		Payable		(5,578)								(9,549)

		Receivable		6,484								5,746
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				(Payable)/ receivable 31.12.2008		2009						(Payable)/ receivable 31.03.2009

		EUR				Calculated		Transfer from other taxes		Tax paid

		Value added tax		6,366		(109,666)		-		108,741		5,441

		Social security contributions		(5,147)		(20,718)				16,504		(9,361)

		Personnel income tax		(2,635)		(8,192)		-		6,619		(4,208)

		Real estate tax		-		(665)		-		665		-

		Natural resource tax		(138)				-		138		-

		Corporate income tax		2,860		-		-				2,860

		Risk duties		(18)		(54)		-		54		(18)

		Total		1,288		(139,295)		-		132,721		(5,286)

		Payable		(7,938)								(13,587)

		Receivable		9,226								8,301
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		EUR				Land, buildings and constructions		Machinery and equipment		Other fixed assets		Construction in progress		Pamat-līdzekļu izveidoša-nas izmaksas		Avansa maksājumi par pamat-līdzekļiem		TOTAL

		Historical cost 31.12.2008				133,138		1,202,289		55,470								1,390,897

		2009		acquisitions				564				-						564

				Nodots ekspluatācijā		-		-		-		-						-

				Reclassifications		-		-		-								-

				Writte-offs								-						-

		Historical costs 31.03.2009				133,138		1,202,853		55,470		-		-		-		1,391,461

		Accumulated depreciation 31.12.2008				76,365		961,069		31,625								1,069,059

		2009		Depreciation		1,041		12,368		1,853		-						15,262

				Reclassifications		-												-

				Depreciation of assets written off								-						-

		Accumulated depreciation 31.03.2009				77,406		973,437		33,478		-		-		-		1,084,321

		Net book value 31.12.2008				56,773		241,220		23,845		-		-		-		321,838

		Net book value 31.03.2009				55,732		229,416		21,992		-		-		-		307,140
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										2009		2008		2009		2008

		Operating cash flow						Piezīme		Ls		Ls		EUR		EUR

				Profit/(loss) before taxes						(12,170)		(10,066)		(17,316)		(14,323)

				Adjustments:										-		-

						Depreciation				10,726		15,052		15,262		21,417

						Interest								-		-

						Increase of provisions								-		-

						Asset writte off						(33)		-		(47)

						(Profit)/loss from sale of fixed assets						-		-		-

						Result of revaluation of biological assets						-		-		-

						(Profit)/loss from currency fluctuations								-		-

						Parādu savstartpējās izslēgšanas rezultāts		16, 22		-		-		-		-

				Operating cash flow before changes in current assets						(1,444)		4,953		(2,055)		7,047

						Decrease/(incraese) of inventories				39,342		(44,415)		55,979		(63,197)

						Decrease/(incraese) of receivables				(7,325)		50,725		(10,423)		72,175

						Increase/(decrease) of current liabilities				(23,463)		1,639		(33,385)		2,332

				Operating cash flow						7,110		12,902		10,117		18,358

				Interest paid						(3,598)				(5,119)		-

				Corporate income tax paid										-		-

				Real estate tax paid										-		-

				Naudas plūsma pirms ārkārtas posteņiem						3,512		12,902		4,997		18,358

				Ārkārtas posteņi										0		0

														0		0

		Net operating cash flow								3,512		12,902		4,997		18,358

														-		-

		Cash flow from investing activities												-		-

				Acquisition of long term investments						(158)		(150)		(225)		(213)

				Proceeds from sale of fixed assets						2,892		-		4,115		-

				Saņemtie procenti										-		-

				(Izsniegtie)/ atmaksātie aizdevumi										-		-

				Līdzdalības radniecīgo un asociēto uzņēmuma kapitālā (pieaugums)										-		-

				Saņemtas dividendes										-		-

				Ieņēmumi no līdzdalības daļu pārdošanas										-		-

														0		0

		Net cash flow from investing activities								2,734		(150)		3,890		(213)

														-		-

		Cash from from financing activties												-		-

				Pamatkapitāla palielinājums										-		-

				Loans received/(repaid), net										-		-

				Finanšu līzinga maksājumi										-		-

														-		-

		Net financing cash flow								-		-		-		-

														-		-

		Increse/(decrease) in cash and cash equivqlents								6,246		12,752		8,887		18,144

														-		-

		Cash at the beginning of the year								1,735		256		2,469		364

														-		-

		Cash at the end of the year								7,981		13,008		11,356		18,509
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		ASSETS

								31.03.2009.		31.03.2008.		31.03.2009.		31.03.2008.

		Long term investments				Notes		Ls		Ls		EUR		EUR

		Nemateriālie ieguldījumi

				Pētniecības darba un uzņēmuma attīstības izmaksas

				Koncesijas, patenti, licences, preču zīmes un tamlīdzīgas izmaksas

				Koncesijas, patenti, licences, preču zīmes un tamlīdzīgas izmaksas

				Uzņēmuma nemateriālā vērtība

				Avansa maksājumi par nemateriālajiem ieguldījumiem

				KOPĀ				-		-		-		-

		Fixed assets

				Land, buildings and constructions				39,169		32,422		55,732		46,132

				Ilgtermiņa ieguldījumi nomātajos pamatlīdzekļos								-		-

				Machinery and equipment				160,838		204,072		228,852		290,368

				Other fixed assets				15,852		17,628		22,555		25,082

				Construction in progress				-				-		-

				Avansa maksājumi par pamatlīdzekļiem								-		-

				TOTAL		9		215,859		254,122		307,140		361,583

												-		-

												-		-

												-		-

												-		-

												-		-

												-		-

												-		-

												-		-

				Citi ilgtermiņa debitori								-		-

				Aizdevumi uzņēmuma dalībniekam				-		-		-		-

				KOPĀ				-		-		-		-

				KOPĀ ILGTERMIŅA IEGULDĪJUMI				215,859		254,122		307,140		361,583

		Biological assets

				Forest		10		18,875		-		26,857		-

				TOTAL				18,875		-		26,857		-

				Total long term investments				234,734		254,122		333,996		361,583

		Current assets

		Inventories

				Materials				8,017		7,695		11,407		10,949

				Unfinished goods								-		-

				Finished goods and goods for sale				156,483		239,861		222,655		341,291

				Nepabeigtie pasūtījumi								-		-

				Advances for goods				7,800		18,500		11,098		26,323

				TOTAL				172,300		266,056		245,161		378,564

		Receivables

				Trade receivables, net		11		124,648		168,344		177,358		239,532

				Radniecīgo sabiedrību parādi								-		-

				Asociēto uzņēmumu parādi								-		-

				Other debtors		12		5,882		10,768		8,369		15,321

				Neiemaksātās daļas/ akcijas uzņēmuma kapitālā								-		-

				Citi īstermiņa aizdevumi								-		-

				Prepaid expenses				3,206		4,195		4,562		5,969

				Uzkrātie ieņēmumi								-		-

				TOTAL				133,736		183,307		190,289		260,822

		Securities and capital participation										-		-

				Participation in the capital of related companies								-		-

				Own shares								-		-

				Other securities and capital participation								-		-

				TOTAL								-		-

		Cash and cash equivalents						7,981		13,008		11,356		18,509

				TOTAL CURRENT ASSETS				314,017		462,371		446,806		657,895

		TOTAL ASSETS						548,751		716,493		780,802		1,019,478
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		EQUITY AND LIABILITIES

								31.03.2009.		31.03.2008.		31.03.2009.		31.03.2008.

		EQUITY AND LIABILITIES				Notes		Ls		Ls		EUR		EUR

		Share capital				13		495,699		495,699		705,316		705,316

		Treasury shares										-		-

		Net unrealised gains on available-for-sale financial assets										-		-

		Net unrealised gains on forward currency contracts										-		-

		Ilgtermiņa ieguldījumu pārvērtēšanas rezerve										-		-

		Foreign currecy translation										-		-

		Convertible redeemable preference shares - equity component										-		-

		Rezerves:										-		-

				likumā noteiktās rezerves								-		-

				pārējās rezerves								-		-

				ilgtermiņa ieguldījumu asociētajos uzņēmumos pārvērtēšanas rezerve								-		-

		Undistributed profit										-		-

				Loss from previous periods				(243,324)		(131,753)		(346,219)		(187,468)

				Current year (loss)/ profit				(12,638)		(10,066)		(17,982)		(14,323)

				TOTAL EQUITY				239,737		353,880		341,115		503,526

		PROVISIONS

		Provisions for taxes						4,210		16,468		5,990		23,432

		Other provisions				14		15,951		14,121		22,696		20,092

				TOTAL PROVISIONS				20,161		30,589		28,687		43,524

		LIABILITIES

		Long terms liabilities

				Aizņēmumi pret obligācijām								-		-

				Daļās pērvēršamie aizņēmumi								-		-

				Aizņēmumi no kredītiestādēm								-		-

				Citi aizņēmumi								-		-

				Advance payments received from customers								-		-

				Payables to suppliers of goods and services								-		-

				Bills of exchange payable								-		-

				Payables to related parties		15		113,386		110,866		161,334		157,748

				Loans from credit institutions		16		80,485		-		114,520		-

				Taxes payable								-		-

				Other liabilities								-		-

				Deferred income								-		-

				Dividends for the report year								-		-

				Undrawn dividends of previous years								-		-

				TOTAL				193,871		110,866		275,854		157,748

		Short term liabilities

				Bonds issued								-		-

				Loans convertible into shares								-		-

				Loans from credit institutions		16		15,773		103,481		22,443		147,240

				Citi aizņēmumi								-		-

				No pircējiem saņemtie avansi								-		-

				Trade creditors				54,935		100,615		78,165		143,162

				Maksājamie vekseļi								-		-

				Parādi radniecīgajiem uzņēmumiem								-		-

				Parādi asociētajam uzņēmumam								-		-

				Taxes payable		17		9,425		2,891		13,411		4,114

				Other liabilities				14,849		14,171		21,128		20,164

				Nākamo periodu ieņēmumi								-		-

				Pārskata gada dividendes								-		-

				Neizmaksātās iepriekšējo gadu dividendes								-		-

				Uzkrātās saistības								-		-

				TOTAL				94,982		221,158		135,147		314,679

				TOTAL LIABILITIES				288,853		332,024		411,001		472,428

		TOTAL EQUITY AND LIABILITIES						548,751		716,493		780,802		1,019,478
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						2009		2008		2009		2008

				Note		Ls		Ls		EUR		EUR

		Revenues		2		279,840		515,129		398,176		732,963

		Cost of Goods Sold		3		(269,423)		(508,949)		(383,354)		(724,169)

		Gross profit (loss)				10,417		6,180		14,822		8,794

		Pārdošanas izmaksas								-		-

		Administration expenses		4		(8,428)		(8,817)		(11,992)		(12,545)

		Other operating income						369		- 0		525

		Other operating expenses		5		(10,169)		(102)		(14,469)		(145)

		Izmaksas no līdzdalības asociēto sabiedrību kapitālā								-		-

		Zaudējumi no līdzdalības asociēto uzņēmumu kapitālā								-		-

		Ieņēmumi no meitas uzņēmuma pārdošanas								-		-

		Financial income		6		168		1		239		1

		Financial expenses		7		(4,158)		(7,328)		(5,916)		(10,427)

		Peļņa vai zaudējumi pirms ārkārtas posteņiem un nodokļiem								-		-

		Ārkārtas ieņēmumi								-		-

		Ārkārtas izmaksas								-		-

		Profit/(loss) before taxes				(12,170)		(9,697)		(17,316)		(13,797)

		Corporate income tax		8						-		-

		Other taxes				(468)				(666)		-

										- 0		- 0

		Profit/(loss) of the reporting year				(12,638)		(9,697)		(17,982)		(13,797)






