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Management Report
In 2008 the principal business of NORDEKA JSC was passenger traffic on international, long-distance and regional routes. 

The net turnover over the 12 months of 2008 amounted to LVL 6 930 041 which is 21.2% more than in 2007 (including revenues from production - LVL 4 226 994 and special-purpose subsidy - LVL 2 610 231). Revenues from inland carriage were 90.5%, international carriage – 8.2%, and 1.3% of revenues were generated from other business activities.

The total commercial run (10 460 046 kilometers) was 8.6% less than in 2007. The number of passengers carried was 1 912 108 passengers which was 1.1% less than in 2007. The commercial run was reduced by cutting non-profitable international routes and executing State Ltd “Autotransporta direkcija” instructions on optimization of inland regular passenger transportation network.

Gross profit of 2008 was LVL 649 839, a decrease of  LVL 114 901 or 15% compared to 2007. The loss before taxes was LVL 132 016, which compared to 2007 is an increase of the loss by LVL 177 584.. Such result can be explained with an increase in several cost positions: comparing to 2007 diesel costs has increased by 25%, personnel costs by 40.6% and manufacturing costs by 40.1%. The rise of diesel costs was influenced by extremely high fuel product prices in the first part of 2008. Personnel costs grew due to unfavorable situation in labor market in 2007 – one of the biggest employers in road transport “Rigas Satiksme” sharply increased salaries of bus drivers and repairmen. Therefore to maintain current employees, the Company was forced to act accordingly. Some influence on personnel costs left also the need in December 2008 to hire additional workers and dispatchers for route networks where the Company had to start passenger transportation starting from 1 January 2009. The increase in cost position “other production costs” was completely driven by an increase of 2-3 times of bus entrance fee in bus terminal. If the Company succeeded in closing international routes due to the sharp decline in the number of passengers and revenues in September 2008, then it would not cause so huge losses for the Company. However, complying with the route closing procedures, the Company managed to close international routes only in December 2008.  

Loss after taxes in 2008 is LVL 188 705. This amount consists of manufacturing loss, deferred tax liabilities increase by LVL 33 151, which can be explained with the increase of bought fixed assets value at the end of 2008.

Taking into account the small volume of transactions (1.6% from total share amount) the highest price for the Company’s share in 2008 was LVL 0.72, the lowest – LVL 0.37. The share price in the first transaction of the year was LVL 0.69, but the last – LVL 0.44.

The Company bought 33 busses (1 “Neoplans”, 23 “Setras”, 2 “DAF” and 7 Mercedes Benz) as a part of a continuing bus park modernization program. 

The management of the Company continued to work on reducing unprofitable commercial run and economy of all resources. As a result the following costs positions were reduced: “spare parts”, “tyres”, “repairs” and “other expenses”.

In 2008 the Company participated in competition, won and concluded Concession agreement with State owned company Ltd “Autotransporta direkcija”. The contract is signed for the next 12 years for providing public transportation services in such routes: “Centrs 2”, “Austrumi”, “Dienvidaustrumi” and “Dienvidrietumi”. As a result the Company expects growth in the volume of passengers (commercial run in kilometres) by 24.6% in 2009. (Concession agreement for the part of route “Centrs 1” was not requested as the competition results according to the law regulations were disputed in the court).  The Company has purchased busses and has started full passenger transportation in accordance with the provisions of Concession agreement.  

The course of development of the Company in 2009 will largely depend on the Company’s ability to fulfil regulations of inland passenger transportation agreements stated in Concession agreement of 24 November 2008 - “Public transportation services in regional intercity routes Nr.2008/01-K-C2/4-01 (Centrs 2); Nr. 2008/01-K-DR/3-01 (Dienvidrietumi); Nr. 2008/01-K-DA/5-01 (Dienvidaustrumi); Nr. 2008/01-K-A/2-01 (Austrumi)” and Minister Cabinet regulations No 672 from 2 October 2007 - “Compensation of losses and costs arisen from public transportation services and the order of setting tariffs in public transportation”.  The Company’s development in 2009 will depend also on reorganization of non-profitable international routes.

Corporate Governance report of JSC NORDEKA is submitted to „NASDAQ OMX Riga” together with audited annual report of 2008.
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Statement of Responsibility of the Management

The Management Board confirms that financial statements have been prepared in accordance with Latvian legislation and give true and fair view of the state of affairs of the Company, the cash flows and the results for that period; management report provides overview of Company`s development and actual results.

In preparing those financial statements management confirms that suitable accounting policies have been selected and applied consistently, prudent and reasonable judgements have been made and going concern principle in preparation of annual report has been observed unless it is inappropriate to presume that Company will continue in business.
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Profit or loss statement for the year 2008
(by turnover cost method)

	Item
	Note No.
	2008
	2007

	
	
	LVL
	EUR
	LVL
	EUR

	1. Net turnover
	2
	6 930 041
	9 860 560
	5 718 897
	8 137 257

	2. Costs of the goods sold
	3
	(6 280 202)
	(8 935 922)
	(4 954 157)
	(7 049 130)

	3. Gross profit 
	
	649 839
	924 638
	764 740
	1 088 127

	4. Selling expenses
	4
	(241 930)
	(344 235)
	(278 171)
	(395 802)

	5. Administrative costs
	5
	(381 861)
	(543 339)
	(312 006)
	(443 945)

	6. Other operating income
	6
	47 712
	67 888
	40 265
	57 293

	7. Other operating expenses
	7
	(139 095)
	(197 914)
	(129 199)
	(183 834)

	8. Interest income and similar income
	8
	540
	768
	241
	343

	9. Interest expenses and similar expenses
	9
	(67 221)
	(95 647)
	(40 302)
	(57 345)

	10. (Loss)/ profit before extraordinary items and taxes
	
	(132 016)
	(187 842)
	45 568
	64 837

	11. (Loss)/ profit before taxes
	
	(132 016)
	(187 842)
	45 568
	64 837

	12. Corporate income tax for the reporting year
	10
	-
	-
	(13 142)
	(18 699)

	13. Deferred income tax
	27
	(33 151)
	(47170)
	115 931
	164 955

	14. Other taxes
	11
	(23 538)
	(33 492)
	(29 155)
	(41 484)

	15. (Loss)/ profit for the reporting year
	
	(188 705)
	(268 503)
	119 202
	169 609


Notes on pages 12 to 27 form an integral part of these financial statements.
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Balance Sheet as at 31 December 2008
	Assets
	Note No.
	31.12.2008
	31.12.2007 (corrected)

	
	
	LVL
	EUR
	LVL
	EUR

	1. Long-term investments
	
	
	
	
	

	I. Intangible assets
	
	
	
	
	

	1. Concessions, patents, licenses, trademarks and other similar rights
	
	16 159
	22 992
	1 936
	2 755

	Total intangible assets
	12
	16 159
	22 992
	1 936
	2 755

	II. Fixed assets
	
	
	
	
	

	1. Land and buildings 
	
	321 070
	456 841
	350 173
	498 251

	2. Plant and machinery
	
	42 467
	60 425
	32 888
	46 795

	3. Other fixed assets and inventory
	
	5  568 408
	7 923 131
	1 756 445
	2 499 197

	4. Fixed assets under construction
	
	9 936
	14 138
	-
	-

	Total fixed assets
	13
	5 941 881
	8 454 535
	2 139 506
	3 044 243

	V. Long-term financial investments
	
	
	
	
	

	1. Participation in the capital of the associated companies
	14
	-
	-
	14 000
	19 920

	2. Other securities and investments
	
	18 533
	26 370
	18 533
	26 370

	3. Loans to the company’s employees
	
	2 660
	3 785
	3 253
	4 629

	Total long-term financial investments 
	
	21 193
	30 155
	35 786
	50 919

	Total long-term investments
	
	5 979 233
	8 507 682
	2 177 228
	3 097 917

	2. Current assets
	
	
	
	
	

	I. Inventory
	
	
	
	
	

	1. Raw materials, basic materials and auxiliary materials
	
	153 721
	218 725
	179 976
	256 083

	2. Advance payments for goods
	
	5 058
	7 197
	12 329
	17 542

	Total inventory
	15
	158 779
	225 922
	192 305
	273 625

	III. Accounts receivable
	
	
	
	
	

	1. Trade accounts receivable
	16
	169 105
	240 615
	190 233
	270 677

	2. Other receivables
	17
	1 162 794
	1 654 507
	273 905
	389 732

	3. Prepaid expenses
	18
	46 904
	66 738
	55 871
	79 497

	Total accounts receivable
	
	1 378 803
	1 961 860
	520 009
	739 906

	IV. Cash and cash equivalents
	19
	449 060
	638 955
	104 339
	148 461

	
	
	
	
	
	

	Total current assets
	
	1 986 642
	2 826 737
	816 653
	1 161 992

	
	
	
	
	
	

	Total assets
	
	7 965 875
	11 334 419
	2 993 881
	4 259 909


Notes on pages 12 to 27 form an integral part of these financial statements.
Balance Sheet as at 31 December 2008
	Liabilities
	Note No.
	31.12.2008
	31.12.2007 (corrected)

	
	
	LVL
	EUR
	LVL
	EUR

	1. Equity
	
	
	
	
	

	1. Share capital
	20
	1 906 588
	2 712 830
	1 906 588
	2 712 830

	2. Retained earnings:
	
	
	
	
	

	a) retained earnings of previous years
	
	(322 002)
	(458 167)
	(441 204)
	(627 776)

	b) retained earnings of reporting year
	
	(188 705)
	(268 503)
	119 202
	169 609

	Total equity
	
	1 395 881
	1 986 160
	1 584 586
	2 254 663

	2. Liabilities
	
	
	
	
	

	I. Long-term liabilities
	
	
	
	
	

	1. Leasing liabilities
	22
	3 295 249
	4 688 717
	363 827
	517 679

	2. Deferred tax liabilities
	27
	159 054
	226 313
	125 903
	179 144

	3. Loans
	23
	1 167 979
	1 661 884
	63 493
	90 342

	Total long-term liabilities
	
	4 622 282
	6 576 914
	553 223
	787 165

	II. Short-term liabilities
	
	
	
	
	

	1. Leasing liabilities
	22
	1 230 333
	1 750 606
	332 881
	473 647

	2. Loans
	24
	169 584
	241 296
	-
	-

	3. Advance payments received from customers
	
	1 614
	2 297
	2 054
	2 923

	4. Trade accounts payable
	
	287 974
	409 750
	333 466
	474 479

	5. Taxes and state social insurance contributions
	25
	100 564
	143 090
	57 090
	81 232

	6. Other accounts payable
	26
	148 438
	211 208
	116 184
	165 315

	   7. Accrued liabilities
	21
	9 205
	13 097
	14 397
	20 485

	Total short-term liabilities
	
	1 947 712
	2 771 345
	856 072
	1 218 081

	
	
	
	
	
	

	Total liabilities
	
	6 569 994
	9 348 259
	1 409 295
	2 005 246

	
	
	
	
	
	

	Total equity and liabilities
	
	7 965 875
	11 334 419
	2 993 881
	4 259 909


Notes on pages 12 to 27 form an integral part of these financial statements.
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Cash flow statement for the year 2008
  (by indirect method)

	
	Note
	2008
	2007

	
	
	LVL
	EUR
	LVL
	EUR

	I. Cash flow from operating activities
	
	
	
	
	

	1. Profit or loss before extraordinary items and taxes
	
	(132 016)
	(187 842)
	45 730
	65 068

	    Adjustments:
	
	
	
	
	

	     a) depreciation of fixed assets 
	13
	607 507
	864 405
	587 565
	836 030

	     b) amortization of intangible assets 
	12
	4 240
	6 033
	1 109
	1 578

	     c) other income from interest and similar income 
	8
	(540)
	(768)
	(241)
	(343)

	     d) received subsidies, grants
	2
	(2 610 231)
	(3 714 024)
	(1 577 156)
	(2 244 091)

	     e) interest payments and similar costs
	9
	67 221
	95 647
	40 302
	57 345

	     f) loss on fixed assets sold 
	7
	6 789
	9 660
	22 193
	100 993

	2. Profit or loss before adjustments of changes in current assets and short-term liabilities remains impact
	
	(2 057 031)
	(2 926 890)
	(880 498)
	(1 249 082)

	    Adjustments:
	
	
	
	
	

	      a) trade debtors increase (-)/decrease (+)
	
	(32 112)
	(45 691)
	44 660
	78 488

	      b) stock increase 
	
	33 526
	47 703
	78 647
	111 905

	      c) trade payables increase
	
	20 591
	29 298
	399 690
	553 765

	3. Gross cash flow to operating activities
	
	(2 035 025)
	(2 895 580)
	(357 501)
	(508 678)

	1. Company income tax payments
	
	(45 109)
	(64 184)
	(102 406)
	(145 711)

	2. Interest received
	
	540
	768
	241
	343

	3. Subsidies, grants or donations received
	
	2 590 198
	3 685 520
	1 577 156
	2 244 091

	4. Net cash flow from operating activities
	
	510 604
	726 524
	1 117 490
	1 590 045

	
	
	
	
	
	

	II. Cash flow from investing activities
	
	
	
	
	

	1. Acquisition of shares in subsidiaries and associates
	
	-
	-
	(5 250)
	(7 470)

	2. Acquisition of fixed assets and intangible assets
	
	(175 353)
	(249 505)
	(574 266)
	-817 107

	3. Income from sale of fixed assets and intangible assets
	
	13 875
	19 742
	48 785
	69 415

	5. Cash flow to investing activities
	
	(161 478)
	(229 762)
	(530 731)
	(755 162)

	
	
	
	
	
	

	III. Cash flow from/ (to) financial activities
	
	
	
	
	

	1. Loans received
	
	1 454 663
	2 069 799
	20 000
	28 457

	2. Loan repayments
	
	(180 000)
	(256 117)
	(148 171)
	(210 828)

	3. Lease payments
	
	( 1 215 860)
	(1 730 013)
	(382 709)
	(544 546)

	4. Interest payments
	
	(63 208)
	(89 937)
	(40 302)
	(57 345)

	6. Net cash flow to financial activities
	
	(4 405)
	(6 268)
	(551 182)
	(784 261)

	IV. Net increase in cash or cash equivalents
	
	344 721
	490 494
	35 577
	50 621

	V. Cash and cash equivalents at the beginning of the period
	
	104 339
	148 461
	68 762
	97 840

	VI. Cash and cash equivalents at the end of the period
	
	449 060
	638 955
	104 339
	148 461


Notes on pages 12 to 27 form an integral part of these financial statements.
Statement of changes in equity

	
	Share capital   
	Retained earnings of the reporting year
	Retained earnings of the previous years
	Total equity

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	31.12.2006
	1 906 588
	2 712 830
	157 527
	224 141
	(598 731)
	(851 917)
	1 465 384
	2 085 054

	Profit of 2006 transferred to retained earnings of the previous years
	-
	-
	(157 527)
	(224 141)
	157 527
	224 141
	-
	-

	Profit for the reporting year
	-
	-
	119 202
	169 609
	-
	-
	119 202
	169 609

	31.12.2007
	1 906 588
	2 712 830
	119 202
	169 609
	(441 204)
	(627 776)
	1 584 586
	2 254 663

	Profit of 2007 transferred to retained earnings of the previous years
	-
	-
	(119 202)
	(169 609)
	119 202
	169 609
	-
	-

	Loss of the reporting year
	-
	-
	(188 705)
	(268 503)
	-
	-
	(188 705)
	(268 503)

	31.12.2008
	1 906 588
	2 712 830
	(188 705)
	(268 503)
	(322 002)
	(458 167)
	1 395 881
	1 986 160


Notes on pages 12 to 27 form an integral part of these financial statements.
Annual report has been approved on 30 April 2009 by

	Sergejs Zabavņikovs

Chairman of the Board
	
	Aleksandrs Žodžiks

Member of the Board – Executive Director
	
	Dainis Piņķis

Member of the Board


	Uģis Lapsiņš

Member of the Board
	
	Gunārs Baubelis

Member of the Board


Notes to the Annual Report

1.     Accounting policies
Basis of preparation of the Annual Report
The Annual Report is prepared in accordance with the law of the Republic of Latvia "On accounting" and "On the Annual Reports" and the following Latvian accounting standards (LAS) were applied: 

LAS No 1 – “Preparation of financial statements”

LAS No 2 – “Cash flow statement”

LAS No 3 – “Events after balance sheet date”

LAS No 4 – “Accounting policies, changes in accounting estimates”

LAS No 5 – “Long term contractual agreements”

LAS No 6 –  “Revenues”

LAS No 7 –  “Fixed assets”

LAS No 8 –  “Provisions”

LAS No. 9 – “Investment property”.

The Profit or Loss Statement is prepared by applying the turnover costs method. The Cash Flow Statement has been prepared using the indirect method.

Financial statements are based on historical cost valuation method.

Accounting principles applied
The items in the Annual Report have been evaluated in accordance with the following accounting principles:

a) The assumption that the company will continue its operations as a going concern;

b) By applying the same valuation methods that were used in the previous year;

c) Applying the principle of due caution evaluating the items of the Annual Report:

· The Annual Report reflects only the profit gained by the date of closing the Balance;

· The Report has been presented, taking into account all predictable risk amounts and losses incurred in the reporting year or in the previous years, also where they have become known in the period of time between the date of drawing up the Balance and the respective Annual Report;

· All amounts that reduce the value, as well as depreciation amounts have been calculated and taken into account, irrespective of whether the reporting year has been completed with profit or losses;

d) Revenues and expenditures related to the reporting year have been taken into account, irrespective of the date on which the payment was effected and the date of the receipt or drawing of the invoice. The expenditures are coordinated with revenues in the reporting period;

e) Sub-items of items of Assets and Liabilities have been evaluated separately;

f) The starting balance of the reporting year coincides with the concluding balance of the previous year;

g) All items, which could essentially affect the assessment or decision-making by the users of this Annual Report, have been presented; miscellaneous items are consoli​dated, and a detailed breakdown of these items is given in the Notes to the Annual Report;

h) Commercial transactions in the Annual Report are reflected, taking into account their economic character and relevance, rather than their legal form.

Use of estimates

When preparing financial statement, the management is obliged to apply estimates and assumptions, which impact the balances of Balance Sheet and Profit or Loss Account items in the particular statements as well as the possible amount of liabilities. Future events can affect the assumptions, based on which the respective estimates are made. Any impact of changes of estimates is reflected in the financial statement at the date when they are identified.

Recognition of income and net turnover
Net turnover is the total sum of the value of goods sold during the year net of discounts and value added tax. 

Other income is recognised as follows:

a) Income from rent – in the period for which they relates;

b) Income from fines and penalties – at the moment of receiving;

c) Dividends – at the moment, when declared.
d) Subsidies. In accordance with local regulation, the Company receives subsidies for particular passenger transportation and for used fuel. Received subsidies are recorded in profit and loss statement as revenue.
Expenses are recognised in the period to which they relate. Borrowing costs are expensed in the period for which they relate and included in the position interest expense. 
Intangible assets and fixed assets
Intangible assets and fixed assets are recorded at historical net of accumulated depreciation and accumulated impairment losses. Depreciation has been calculated by the straight-line method over their estimated useful lives using based on the following depreciation rates set by management:

	Intangible assets:
	

	Licenses, software
	20

	Fixed assets:
	

	Buildings and structures
	5

	Plant and machinery
	20

	Transport vehicles
	6 till 33

	Computers and data storage equipment
	5

	Other fixed assets
	6 till 33


Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs to sell and value in use.

Repairs and maintenance are charged to the profit and loss statement during the period in which they are incurred.

Construction in progress represents tangible non-current assets under construction and is stated at historical cost. This includes the cost of construction and other direct expenses. Construction in progress is not depreciated as long as the respective assets are not completed and put into operation.

Expenses related to leasehold improvements are capitalized as tangible non-current assets and depreciated over the lease period on a straight-line basis.

Any gain or loss arising on derecognizing of the asset (calculated as difference between the net disposal proceeds and the carrying amount of the item) is included in the profit or loss statement in the year the item is recognized.

Investments in subsidiaries and associates
Investments in subsidiaries (i.e., in companies, in which the Company is holding more than 50% of share capital or which it is controlling in some other way) and associated companies (i.e., companies, in which the Company exercises significant influence but does not hold the controlling interest, in which it has a 20-50% stake of share capital) are stated at cost. After initial recognition, investments in subsidiaries and associated companies are stated at cost, less impairment, if any. If there are any events or changes of conditions indicating that the book value of investments in subsidiaries and associated companies could be irrecoverable, the value of the respective investments in subsidiaries and associated companies is reduced in order to establish reduction of their value. The Company recognizes the revenues from its holding in equity only to the extent to which the Company receives the share of accumulated profit of the subsidiary or associated company, which is gained after the date of acquisition of the subsidiary or associated company. The received part of profit, which exceeds such profit, is considered a recovery of the investment and is regarded as a reduction of the initial value of the investment. 
Accounts receivable

Accounts receivable are recognized and carried at original invoice amount less provisions for doubtful and bad debts. Provisions for doubtful and bad debts are established when the management considers that the collection of the full amount is doubtful.

Inventory
Inventory is valued by applying the FIFO method. Stock in the Balance Sheet has been presented at the lower of acquisition cost prices and market value if it is lower. Obsolete, slow-moving or deficient stock has been valued at net realizable value. When the net realizable value of stock is lower than its cost, provisions are created to reduce the value of inventories to its net realizable value.

Currency unit and revaluation of foreign currency
The functional currency of these financial statements is the Latvian national currency – lats (LVL). Financial statements are presented also in EUR and official Bank of Latvia rate of 0.702804 has been used for conversion.
Transactions in foreign currency are translated to lats at the official exchange rate established by the Bank of Latvia at the date of transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Latvian lats applying the official exchange rate established by the Bank of Latvia at the last day of the reporting year. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are netted in the profit or loss statement.

	
	31.12.2008
	31.12.2007

	USD
	0.495000
	0.484000

	EUR
	0.702804
	0.702804

	LTL
	0.203000
	0.204000

	EEK
	0.044900
	0.044900

	RUB
	0.017100
	0.019700

	BYR
	0.225000
	0.223000


Cash and its equivalents
Cash and its equivalents in the cash flow statement comprise the cash on hand, balances of current bank accounts and short-term deposits with an initial term up to 90 days. 

Long-term and short-term items

Amounts presented as long-term items are the amounts with the maturity term for receipt, payment or write-off coming into effect more than a year after the completion of the respective reporting year. Amounts receivable, payable or to be written-off within a year are presented as short-term items.

Finance leases
Leases of assets under which the Company has substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalized at the inception of the lease at the lower of the fair value of the leased asset or the present value of the minimum lease payments. The interest element of lease payments is charged to the profit and loss statement so as to produce a constant periodic rate of interest on the remaining balance of the liability.

Accruals for unused vacations
Amount of accruals for unused annual vacations is determined by multiplying the average wage of each employee in the reporting year by the accrued but unused annual vacation days at the end of the reporting year.

Corporate income tax
Corporate income tax for the reporting period has been calculated in accordance with the requirements of the law of the Republic of Latvia "On corporate income tax", applying a 15% rate fixed by the law.

Deferred tax is provided, using the balance sheet method, on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

The temporary differences are related to the differences in the depreciation rates of reporting and tax depreciation and amortization on the Company’s non-current assets, as well as with accruals for unused annual leave and with tax losses carried forward. The deferred income tax assets are recognized to the extent that it is probable that future taxable profit will be available against which the temporary differences can be utilized. 

Related parties

Related parties are defined as shareholders who have significant influence over the Company, members of the Council and the Board of Directors, key management personnel, their close relatives and companies in which they have a controlling interest as well as associated companies.

Corrections
Certain items in 2007 annual report were corrected:
	Position
	31.12.2007 before correction
LVL
	Correction
LVL
	31.12.2007 corrected 
LVL

	Assets 
	
	
	

	Other securities and investments
	25 370
	(6 837)
	18 533

	Liabilities: 
	
	
	

	Other accounts payable
	123 021
	(6 837)
	116 184


Reclassifications
Certain items in 2007 annual report were reclassified to be comparable with the 2008 presentation.
	Item
	31.12.2007 

LVL
	Reclassification
LVL 
	31.12.2008

LVL

	
	
	
	

	Provisions for vacation
	14 397
	(14 397)
	-

	Accrued liabilities 
	-
	14 397
	14 397

	
	
	
	

	Provisions for inventory
	19 450
	(19 450)
	-

	Inventory
	211 755
	(19 450)
	192 305

	
	
	
	

	Privisions for bad debts
	550
	(550)
	-

	Other debtors
	274 455
	(550)
	273 905


2  
Net turnover
	Net turnover distribution by geographical markets:
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Latvia
	3 723 997
	5 298 770
	3 502 789
	4 984 020

	Subsidies
	2 610 231
	3 714 024
	1 577 156
	2 244 091

	Foreign Countries
	595 813
	847 766
	638 952
	909 146

	Total
	6 930 041
	9 860 560
	5 718 897
	8 137 257


	Net turnover distribution by types of activities:
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Income from operating activity
	4 226 994
	6 014 471
	4 017 484
	5 716 365

	Subsidies
	2 610 231
	3 714 024
	1 577 156
	2 244 091

	Commissions and brokerage income
	16 724
	23 796
	18 584
	26 443

	Other income of the Company
	76 092
	108 269
	105 673
	150 358

	Total
	6 930 041 
	9 860 560
	5 718 897
	8 137 257


3  
Costs of goods sold
	
	2007
	2007

	
	LVL
	EUR
	LVL
	EUR

	Costs of personnel:
	2 294 653
	3 264 997
	1 631 813
	2 321 861

	Salaries of employees
	1 853 105
	2 636 731
	1 317 669
	1 874 874

	Social insurance contributions of employees
	441 548
	628 266
	314 144
	446 987

	Fuel costs
	1 985 982
	2 825 798
	1 587 977
	2 259 488

	Depreciation and amortisation of fixed assets
	611 490
	870 072
	588 675
	837 609

	Spare parts 
	343 540
	488 813
	331 359
	471 481

	Tires 
	63 036
	89 692
	64 701
	92 061

	Maintenance costs
	45 458
	64 681
	47 444
	67 507

	Other costs
	94 578
	134 572
	98 828
	140 620

	Other production costs
	841 465
	1 197 297
	603 360
	858 503

	Total
	6 280 202
	8 935 922
	4 954 157
	7 049 130


4  
Selling expenses
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Commission for tickets sold
	235 282
	334 776
	271 485
	386 288

	Advertising expenses
	6 648
	9 459
	6 686
	9 513

	Total
	241 930
	344 235
	278 171
	395 801


5  
Administrative expenses
	
	2007
	2007

	
	LVL
	EUR
	LVL
	EUR

	Costs of personnel:
	232 010
	330 120
	192 250
	273 547

	Salaries of employees
	191 367
	272 291
	159 181
	226 494

	Social insurance contributions of employees
	40 643
	57 829
	33 069
	47 053

	Costs of management business trips
	13 727
	19 532
	28 156
	40 063

	Other costs
	136 124
	193 687
	91 600
	130 335

	Total
	381 861
	543 339
	312 006
	443 945


In 2008  Deloitte Audits Latvia SIA has provided only audit services. Deloitte Latvia SIA  provided management consultancy services. 

6   
Other operating income
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Income from exchange rate fluctuations, net
	2 299
	3 271
	-
	-

	Other income
	45 413
	64 617
	40 265
	57 293

	Total
	47 712
	67 888
	40 265
	57 293


7  
Other operating expenses
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Loss of liquidation and sale of fixed assets
	6 789
	9 660
	22 193
	31 578

	Provisions for investment in related party capital
	14 000
	19 920
	-
	-

	Other
	118 306
	168 334
	107 006
	152 256

	Total
	139 095
	197 914
	129 199
	183 834


8 
Interest income and similar income
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Interest income for bank account balances
	540
	768
	241
	343

	Total
	540
	768
	241
	343


9  
Interest expenses and similar expenses
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Interest expenses
	67 221
	95 647
	40 302
	57 345

	Total
	67 221
	95 647
	40 302
	57 345


10    
Corporate income tax
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Corporate income tax payable
	-
	-
	13 142
	18 699

	Total
	-
	-
	13 142
	18 699


11  Other taxes
	
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Real Estate Tax
	23 538
	33 492
	29 155
	41 484

	Total
	23 538
	33 492
	29 155
	41 484


12    
Intangible investments
	
	Concessions patents, licenses, trademarks and other similar rights
	Total

	
	LVL
	EUR
	LVL
	EUR

	Historical cost
	
	
	
	

	31.12.2007
	52 713
	75 004
	52 713
	75 004

	Purchased
	18 466
	26 275
	18 466
	26 275

	Disposed
	260
	370
	260
	370

	31.12.2008
	70 919
	100 909
	70 919
	100 909

	Accumulated depreciation
	
	
	
	

	31.12.2007
	50 777
	72 249
	50 777
	72 249

	Calculated
	4 240
	6 033
	4 240
	6 033

	Disposed 
	(257)
	(365)
	(257)
	(365)

	31.12.2008
	54 760
	77 917
	54 760
	77 917

	Carrying value at 31.12.2007
	1 936
	2 755
	1 936
	2 755

	Carrying value at 31.12.2008
	16 159
	22 992
	16 159
	22 992


13   
Fixed assets
	
	Buildings, structures and land *
	Equipment and machinery
	Other fixed assets
	Fixed assets under construction
	Total

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	Historical cost
	
	
	
	
	
	
	
	
	
	

	31.12.2007
	986 904
	1 404 238
	170 808
	243 038
	4 103 994
	5 839 457
	-
	
	5 261 706
	7 486 733

	Purchased
	15 277
	21 737
	22 714
	32 319
	4 382 616
	6 235 901
	9 936
	14 138
	4 430 543
	6 304 095

	Disposed
	-
	
	(4 560)
	(6 488)
	(402 417)
	(572 588)
	-
	
	(406 977)
	(579 076)

	31.12.2008
	1 002 181
	1 425 975
	188 962
	268 869
	8 084 193
	11 502 770
	9 936
	14 138
	9 285 272
	13 211 752 

	Accumulated depreciation
	
	
	
	
	
	
	
	
	
	

	31.12.2007
	636 731
	905 987
	137 920
	196 242
	2 347 549
	3 340 261
	-
	
	3 122 200
	4 442 490

	Calculated
	44 380
	63 147
	13 135
	18 689
	549 992
	782 568
	-
	
	607 507
	864 405

	Disposed
	-
	-
	(4 560)
	(6 488)
	(381 756)
	(543 190)
	-
	
	(386 316)
	(549 678)

	31.12.2008
	681 111
	969 134
	146 495
	208 443
	2 515 785
	3 579 639
	-
	
	3 343 391
	4 757 217

	Carrying value at 31.12.2007
	350 173
	498 251
	32 888
	46 795
	1 756 445
	2 499 196
	-
	
	2 139 506
	3 044 243

	Carrying value at 31.12.2008
	321 070
	456 841
	42 467
	60 425
	5 568 408
	7 923 131
	9 936
	14 138
	5 941 881
	8 454 535


The real estate value in the balance sheet is 321 070 LVL (2007 – 350 173 LVL), the cadastral value of real estate 942 751 LVL (2007 - 943 622 LVL).

Initial value of fixed assets that have been fully depreciated but are still in active use, is 952 112 LVL (2007 - 1 550 478 LVL).

The amount of acquired assets under finance lease during year 2008 is 5 018 298 LVL (including VAT), the carrying value is 4 162 163 LVL.
On 29 March 2001 the Enterprise Register of Latvia has registered the act of pledge, according to it the maximum amount of secured claim on fixed assets owned by “Nordeka” JSC is 500 000 LVL (711 436 EUR) in favor of “Elssa” Ltd.

14   
Long-term financial investments
	
	Investments in associates

	
	LVL
	EUR

	Cost
	
	

	31.12.2007
	14 000
	19 920

	Provisions
	(14 000)
	(19 920)

	31.12.2008
	-
	-


Investments in associates:

	Name of the company, legal address
	Shares owned, %
	Historical cost

	
	
	LVL
	EUR

	 „Starppilsētu līnijas” Ltd
	35
	14 000
	19 920


	Name of the company, legal address
	Associates company equity

31.12.2007
	Associates company profit or loss 31.12.2007
	Associates company equity

31.12.2008
	Associates company loss 31.12.2008

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	 „Starppilsētu līnijas” Ltd
	5 367
	7 637
	(18 744)
	(26 670)
	350
	498
	(5 017)
	(7 139)


On 10.09.2008  the shareholders meeting of „Starppilsētu līnijas”  Ltd made a decision on the company`s liquidation.  
15   
Inventory
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	Carrying value of inventory
	197 684
	281 279
	199 426
	283 758

	Advance payments for goods
	5 058
	7 197
	12 329
	17 542

	Provision for slow moving inventory
	(43 963)
	(62 554)
	(19 450)
	(27 675)

	Net value
	158 779
	225 922
	192 305
	273 625


16   
Trade accounts receivable
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	Gross of trade accounts receivable
	433 136
	616 297
	485 816
	691 254

	Provisions for doubtful debts
	(264 031)
	(375 682)
	(295 583)
	(420 577)

	Net value
	169 105
	240 615
	190 233
	270 677


The changes in provisions for doubtful debts in the reporting year:

	
	LVL
	EUR

	Provisions for doubtful debts as at 31.12.2007
	295 583
	420 577

	Increases in the reporting year
	5 302
	7 544

	Write- off  in the reporting year
	(36 854)
	(52 439)

	Provisions for doubtful debts as at 31.12.2008
	264 031
	375 682


17 
Other accounts receivable
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	Tax overpayment
	1 102 361
	1 568 518
	254 825
	362 583

	Due from employees
	2 273
	3 234
	3 041
	4 327

	Settlements with suppliers (advance payments)
	1 210
	1 722
	9 283
	13 208

	Provisions
	(550)
	(782)
	(550)
	(782)

	Settlements with the employees
	-
	-
	510
	726

	Other accounts receivable
	57 500
	81 815
	6 796
	9 670

	Total
	1 162 794
	1 654 507
	273 905
	389 732


18 
Prepaid expenses
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	Insurance
	42 805
	60 906
	52 510
	74 715

	Press

	179
	255
	555
	790

	Constituency expenses
	116
	165
	13
	18

	Other
	3 804
	5 412 
	2 793
	3 974

	Total
	46 904
	66 738
	55 871
	79 497


19 
Cash and cash equivalents
	
	31.12.2008
	31.12.2007

	
	Currency
	LVL
	EUR
	Currency
	LVL
	EUR

	Cash on hand                BUR
	2 115 280
	476
	677
	4 908 341
	1 104
	1 571

	                                      EUR
	452
	317
	452
	-
	-
	-

	                                      LTL
	1 581
	321
	457
	2 560
	522
	743

	                                      LVL
	3 882
	3 882
	5 524
	3 559
	3 559
	5 064

	                                      PLN
	97
	17
	25
	32
	6
	9

	                                      RUB
	1 951
	33
	47
	2 378
	47
	67

	
	
	
	
	
	
	

	Cash in the bank           LVL
	150 091
	150 091
	213 560
	87 640
	87 640
	124 700

	                                      EUR
	411 417
	289 146
	411 417
	
	
	

	                                      
	
	
	
	
	
	

	Cash en route
	4 777
	4 777
	6 797
	11 461
	11 461
	16 307

	Total
	
	449 060
	638 956
	
	104 339
	148 461


20   
Share capital
The share capital of the Company consists of investments of shareholders 1 906 588,00 LVL (2 712 830,00 EUR), divided into 1 906 588 parts, the part value of each share is 1,00 LVL. All shares have been paid.
As of 31 December 2008 and 2007 shares of the Company were distributed as follows:
	
	Number of shares

2007
	Proportion

2007
	Changes in

2007
	Number of shares

2008


	Proportion 2008

	Juris Savickis
	1 551 770
	81.39%
	(634 800)
	916 970
	48.09%

	Pēteris Ločmelis
	-
	-
	634 800
	634 800
	33.30%

	252 Latvian physical persons (incl. shares without voting rights
	183 663
	9.63%
	-
	183 663
	9.63%

	E. Eisaks
	124 444
	6.53%
	(124 444)
	-
	-

	Sandra Savicka
	-
	-
	124 444
	124 444
	6.53%

	State social insurance service
	46 711
	   2.45%
	-
	46 711
	      2.45%

	Total
	1 906 588
	100.00%
	-
	1 906 588
	100.00%


During the year 2008 Peteris Locmelis bought 634 800shares or 33.30% from J.Savicka with total value LVL 634 800 (903 239 EUR).
On 2 December 2008 E. Eisaks sold 124 444 AS Nordeka shares to S. Savicka with total value 124 444 LVL (177 068 EUR).
21  
Accrued liabilities
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	Accrual for unused vacations
	9 205
	13 098
	14 397
	20 485

	Total
	9 205
	13 098
	14 397
	20 485


22  
Leasing liabilities
	
	31.12.2008
	31.12.2007

	SEB Leasing Ltd:
	
	

	    Short term part
	218 534
	332 881

	    Long term part
	331 291
	363 827

	Finance leasing payments, total
	549 825
	696 708

	
	
	

	Swedbank Leasing Ltd:
	
	

	    Short term part
	1 011 799
	-

	    Long term part
	2 963 958
	-

	Finance leasing payments, total
	3 975 757
	-

	
	
	

	Short term part, total
	1 230 333
	332 881

	Long term part, total
	3 295 249
	363 827

	
	
	
	
	
	


Leasing agreement currency is EUR. Interest rates in agreements are fixed and in the range 5-7%. As a collateral is pledged the book value of the object (Note 13).

23  
Loans (long term)
	
	31.12.2008
	31.12.2007

	
	LVL
	LVL

	Loan from J. Savickis
	1 124 486
	20 000

	Loan from SIA „Elssa”
	43 493
	43 493

	Total
	1 167 979
	63 493


On 15 December 2008 a loan agreement with Juris Savickis was signed for a total amount of EUR 1 600 000 (according to the Bank of Latvia exchange rate as of 31.12.2008 - LVL 1 124 486). Interest rate is 6%. Maturity of the agreement is till 15 December 2011. The loan is not secured.

On 5 July 2001 an interest free loan agreement with Elssa Ltd was signed for a total amount of LVL 200 000. Loan is repaid in instalments. Maturity of the agreement is till 21 April 2012. 

On 29 March 2001 in Enterprise Register of Latvia was registered commercial pledge act on JSC Nordeka owned fixed assets. The maximum amount of collateral is LVL 500 000 and it has been registered in favour of Elssa Ltd. 
24  
Loans (short term)
	
	31.12.2008
	31.12.2007

	
	LVL
	LVL

	Credit line
	169 584
	-

	Total
	169 584
	-


On 18 July 2008 a credit line agreement was signed for a total amount of EUR 569 148. Maturity of the agreement is till 17 July 2009. As of 31 December 2008 the balance of used credit line was EUR 241 297 (LVL 169 584). 

For the credit line usage the Company has to pay variable interest rate, which is composed from the fixed part 1.9% and EUR 6 month LIBOR rate (as of 31 December 2008 the total rate was 7.04%). 

For unused part the Company has to pay 1% per year. 

On 25 July 2008 in Enterprise Register of Latvia was registered commercial pledge act on JSC Nordeka owned inventory and debtors. The maximum amount of collateral is LVL 800 000 and it has been registered in favour of JSC Parex banka. 

25 
Taxes and social contributions
	Type of tax
	Balance as at 31.12.2007
	Charge for year 2008
	Transferred to other taxes
	Paid in 2008

	Balance as at 31.12.2008

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	
	
	
	
	
	
	
	
	
	
	

	Corporate income tax
	(89 264)
	(127 011)
	638
	908
	-
	-
	(21 571)
	(30 693)
	(110 197)
	(156 796)

	Value added tax
	(165 208)
	(235 070)
	(1 147 442)
	(1 632 662)
	320 486
	456 010
	 -
	-
	(992 164)
	(1 411 722)

	Social contri-butions
	28 334
	40 316
	661 118
	940 686
	(200 000)
	(284 575)
	(426 756)
	(607 219)
	62 696
	89 208

	Personal income tax
	28 722
	40 868
	394 710
	561 622
	(120 486)
	(171 436)
	(265 220)
	(374 672)
	37 726
	53 679

	Real estate tax*
	(353)
	(502)
	23 538
	33 492
	-
	-
	(23 538)
	(33 492)
	-
	-

	National Resources Tax
	34
	48
	143
	204
	-
	-
	(129)
	(184)
	48
	68

	Risk duty
	75
	107
	957
	1 362
	-
	-
	(938)
	(1 334)
	94
	135

	Total:
	LVL
	EUR
	
	EUR
	
	EUR
	
	EUR
	LVL
	EUR

	
	31.12.2007
	
	
	
	
	
	
	31.12.2008

	Including:
	LVL
	EUR
	
	
	
	
	
	
	LVL
	EUR

	Overpaid 
	(254 825)
	(362 583)
	
	
	
	
	
	
	(1 102 361)
	(1 568 518)

	Liabilities 
	57 090
	81 339
	
	
	
	
	
	
	100 564
	143 090


*Correction of real estate tax for amount of 353 LVL should be taken into account. Therefore the total balance as of 31 December 2008 is 0. 

Tax overpayments are included in the item „Other accounts receivable".
26 Other accounts payable
	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	
	
	
	
	

	Salaries
	146 304
	208 172
	103 072
	146 658

	Settlements with company’s personnel
	-
	-
	2 384
	3 392

	Due to employees 
	2 134
	3 036
	10 728
	15 265

	Total
	148 438
	211 208
	116 184
	165 315


27 Deferred tax
a) Deferred tax movement

	
	31.12.2008
	31.12.2007

	
	LVL
	EUR
	LVL
	EUR

	
	
	
	
	

	Deferred income tax liability at the beginning of the reporting year
	125 903
	179 144
	241 834
	344 099

	Deferred income tax expenses/incomes in profit or loss statement
	33 151
	47 170
	(115 931)
	(164 955)

	Deferred tax liability at the end of the reporting year
	159 054
	226 313
	125 903
	179 144


b) Deferred tax calculation

Deferred income tax has been calculated from the following temporary differences between assets and liabilities values for financial reporting and tax purposes:

	
	31.12.2008

	
	LVL
	EUR

	Accumulated gross deferred tax liability:
	(385 614)
	(548 679)

	Accumulated temporary difference on fixed assets depreciation
	(2 570 763)
	(3 657 866)

	Accumulated gross deferred tax asset:
	226 560
	322 366

	Tax loss
	1 501 107
	2 135 883

	Temporary difference on accruals for unused vacations
	9 296
	13 227

	Deferred tax liability
	159 054
	226 313


	
	31.12.2007

	
	LVL
	EUR

	Accumulated gross deferred tax liability:
	(168 346)
	(239 535)

	Accumulated temporary difference on fixed assets depreciation
	(1 122 305)
	(1 596 896)

	Accumulated gross deferred tax asset:
	42 443
	60 391

	Tax loss
	282 295
	401 670

	Temporary difference on accruals for unused vacations
	34 397
	48 943

	Other
	248 556
	353 663

	Deferred tax liability
	125 903
	179 144


c) Actual corporate income tax charge for the reporting year, if compared with theoretical calculations:

	
	2008

	
	LVL
	EUR

	Loss before tax
	(132 016)
	(187 842)

	Real estate tax
	(23 538)
	(33 492)

	Loss before corporate income tax
	(155 554)
	(221 333)

	Theoretically calculated tax at a tax rate of 15%
	(23 333)
	(33 200)

	Permanent differences:
	
	

	   Expenses not deductible for tax purposes
	12 145
	17 281

	   Correction of previous year
	44 339
	63 089

	Actual corporate income tax for the reporting year
	33 151
	47 170


28  
Number of persons employed by the company
	
	2008

	2007


	Average number of employees during the reporting year
	308
	322


29   
Personnel costs
	Type of costs
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Salaries
	1 909 103
	2 716 409
	1 367 751
	1 946 135

	Other social contributions
	449 596
	639 717
	329 491
	468 823

	Total
	2 358 699
	3 356 126
	1 697 242
	2 414 958


30 
Management remuneration
	Type of costs
	2008
	2007

	Council members’ remuneration
	LVL
	EUR
	LVL
	EUR

	   - Salary expenses
	26 400
	37 564
	23 257
	33 092

	   - Social insurance
	6 344
	9 027
	5 603
	7 972

	Board members’ remuneration
	
	
	
	

	   - Salary expenses
	18 625
	26 501
	4 800
	6 830

	   - Social insurance
	4 487
	6 384
	1 156
	1 645

	Management remuneration
	
	
	
	

	   - Salary expenses
	90 344
	128 548
	72 482
	103 133

	   - Social insurance
	21 764
	30 967
	17 461
	24 844

	Total
	167 964
	238 991
	124 759
	177 516


31 
Information on the lease and rent contracts which are important to the company’s operating activities

The Company has signed a rent agreement for land with maturity till 31 December 2021. Annual rent payments are as following: 
	Year
	LVL
	EUR

	
	
	

	2009
	36 000
	51 223

	Till 2014

From 2015 till 2021
	180 000

252 000
	256 117

358 564

	Total 
	468 000
	665 904


32  
Transactions with related parties

2008:

	
	Creditors
	Debtors
	Income
	Expense

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	
	
	
	
	
	
	
	
	

	J Savickis 
	1 124 486
	1 599 999
	-
	-
	-
	-
	34 135
	48 570

	Elssa Ltd.
	43 493
	61 885
	-
	-
	-
	-
	-
	-

	Total
	1 167 979
	1 661 884
	-
	-
	-
	-
	34 135*
	48 570


2007:

	
	Creditors
	Debtors
	Income
	Expense

	
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR
	LVL
	EUR

	
	
	
	
	
	
	
	
	

	J Savickis 
	20 000
	28 457
	-
	-
	-
	-
	17 794
	25 319

	Elssa Ltd.
	43 493
	61 885
	-
	-
	-
	-
	-
	-

	Total
	63 493
	90 342
	-
	-
	-
	-
	17 794
	25 319


	*Type  of costs
	2008
	2007

	
	LVL
	EUR
	LVL
	EUR

	Land rent
	17 794
	25 319
	17 794
	25 319

	% expense 
	16 341
	23 251
	-
	-

	Total
	34 135
	48 570
	17 794
	25 319


There have been no guarantees provided or received for any related party receivables. For the year ended 31 December 2008, the Company has not raised any provision for doubtful debts relating to amounts owed by related parties.

33 Legal proceedings

In 2008 the Company participated in a tender, was awarded the contract and signed Concession Contracts with Autotransporta Direkcija Ltd., a state-owned limited company for a 12-year term concerning the provision of public transport services on Route Networks ‘Centrs 2’, ‘Austrumi’, ‘Dienvidaustrumi’, and ‘Dienvidrietumi’. 
The Concession Contract on Route Network ‘Centrs 1’ has not been signed  due to the fact that the tender results were challenged in the court pursuant to law.
34 Events after balance sheet date
From the last day of the reporting year until the date of signing these financial statements, there have been no events requiring adjustment of or disclosure in the financial statements or notes thereto.
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