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INFORMATION ABOUT THE COMPANY

1 The full name of the Company: JSC “Olaines kadra”

2 Legal status of the Company: Joint Stock Company

3 Registration No. In the CR, place and date: [ 40003006999 | Rja, 02.07.2004
4 Tax payer's registration number.: | 40003006999 | Rja, 03.08.2004
5 VAT registration number: | LVv| 40003006999

5The Company's legal address and telephone:  Rigas 21,0laine,LV-2114

Tel.: 67964254 Fax: 67964203
6 Offive address and telephone: Rigas 21,0Olaine,LV-2114
Tel.: 67964254 Fax: 67964203
7 Type of business: Extraction and processing of peat
8 Reporting year: January 1, 2007 — December 31, 2007
9 Members of Board
Chairman of Board Sergejs Sakuns
Director
Members of Board Brigita Kraule

economical director

Mihails Zenkovs
engineer-mechanic

10 Council Biomins Kajems
Olegs Kradnikovs
Sergejs LukaSins
Juris Nusbaums
Vilnis Nollendorfs

11 the Chief accountant: Jdena Lusevia

12 Auditor, licence no., address, telephone: LLC "FINANSIST",

Address:Riga, Kurzemes prosp.3-412, Latvija, LV-1
| 40002046180 | Licence no.102

13 Average number of employees: 108



14 The owners/shareholders of the Company Total share capital Ls 1 800 000

LLC "MONO"
Address Katlakalna 1,Rga
The proportion of shares (%) 30% | 40003004625
SIA "LEMF"
Address:Katlakalna 10,Ryja
The proportion of shares (%) 4% 4000300423

State social insurance agency

The proportion of shares (%) 3% | 337395

Vista Capital Coorporation

The proportion of shares (%) 5% | VCC061219995

Viktors Karbanovs

The proportion of shares (%) 38% | 160258-10728
15 Information about the related companies: LLC "MONOQO"
Address Katlakalna 1,Rga
The proportion of shares (%) 30% | 40003004625
LLC "LEMF"
Address:Katlakalna 10,Rya
The proportion of shares (%) 4% 4000300423

16 Structural units of the Company

"Gaismas" - unit of peat extraction
Address, tel.."Gaismas",Olaine civil parish, Riga region

Tel.27931228



JSC “OLAINES K UDRA" MANAGEMENT REPORT
ON ECONOMIC ACTIVITIES IN 2007.

The main directions of business activities of JISCOlaines kiidra” in 2007:

The main results of business activities in 2007:

The main directions of the Company’s business Di720ere as follows:
1. Extraction of milled peat.

2. Production of moss peat, neutralized peat &ad gubstrata.

3. Packaging of peat.

4. Distribution of peat products in Latvia and ado

Comparison of the Company’s business with that ofgar 2006, factors
influencing business, economical status and turnoke

Meteorology conditions in the reporting year wagauorable for extraction of
peat, the total extraction of peat in 2007 was @By6 % of the amount of peat
extracted in the previous year. Taking into accdhet residual amount of peat in
stacks in marsh at the beginning of the year, tloelyction of packaged peat has
increased by 8,7%.

The net turn-over as compared to the respectiviegef the previous year,
has increased by 14,5 %; gross profit from salessidering also sales’ costs,
comparing to the previous year has decreased B228The export amount and
amount delivered to EU constitutes 74,2% of thaltogt turn-over.

The increase of costs in 2007 is composed of wagdsState obligatory social
insurance payments, the increase of diesel fueedoy 16,5%, payments to Riga
Stock Exchange for quotation in the amount of 500Q, the increase of real estate
tax (for buildings).

In the reporting year the prices of sold produntshie local market increased
on average by 10% -15%. The increase of exportegrend prices for products
delivered to EU countries was 7% on average, ragdie maximum possible limit.

Comparing to the previous year, in 2007 the nunabdrired employees has
increased by 14,7%, but the number of dismissed@mes has increased by 20,2 %.

Considering that working conditions at the placeexifraction of peat are not

especially attractive, as well as general shortdgeorkforce in this country, it was



not possible in the reporting period to provideuth $et of necessary employees. Due
to the low qualification and discipline of hired ployees, the full capacities of peat
processing shop and peat extraction were not exiliz

In 2007 the average salary compaiong006 has increased by 27,8 %, the
increase is continuing also in 2008 since the le¥asklaries in the Company is lower
than average wages in national economy.

The employees are provided with labor protectioramse special working
clothes, and high quality potable water.

The Company closes the reporting ya#r the profit in the amount of 7113
LVL, with the timely payments of employees’ salarignd the tax payments to State
and municipal budgets in the amount of 135050 patiiin the indicated terms.

The Company for provision of its financial operasoutilizes only its own
means, excluding loans from banks and other bormgsvi The main financial risk
related to the Company’s financial instrumentshis tisk of currency. The risk of
foreign currency for the company’s financial assetd liabilities includes cash, debts
of customers and clients, debts to suppliers.

76,5 % of the Company’s income is WRE bet expenses are 72,1 5% in
LVL. Hence the Company’'s further profit or loss ilot be influenced by the
fluctuations of the rate of EUR provided that thenB of Latvia keeps the defined
fixed rate. The expenses for currency convertinghie reporting year were 2803
LVL.

In the reporting year the Company proceeded withtiggaation in the
Advisory Board of the LIFE — Nature project ,Implentation of marsh habitat
protection plan in Latvia” under the guidance ofian Nature Fund and EC (2004 —
2008).

In 2006 the profit per one share (EPS) was 0.0R,liv 2007 - 0,0039 LVL.

Movement of Company’s securities
JSC “Olainestkira” has quoted its shares at Riga Stock Exchahge price
of one share varied between 0,32 and 0,27 sanemshare.
In 2007 no significant transactions have been tegd with JSC ,Olaines
kudra” shares.
The profitability of the Company
The gross profit margin of the Company is 2,989, rtet profit margin is 0,6%.



The management of JSC “Olainesidfa” offers dividends not to pay and income

7113 LVL to leave unshared.

Conditions that can influence the economic situatio of the Company in 2008 and
the planned policy in 2008.

It is forecasted that in 2008, as a result of atens of JSC “Olainesikira”,
there will be losses up to 10% of the Company’'sesleapital, since the prime cost of
1 ton of peat after the unfavorable peat extracteason in 2007 has increased by
110% and this peat will be processed in 2008; ttmepcost is also influenced by
unusually warm winter without frost, when it wast npossible to bring peat from
stacks in marsh to the peat processing shop, dsawdhe increase of wages. The
planned increase of price in 2008 is 10-15%.

In 2008 the Land lease agreement with Riga cityl ffearenewed since the
term of existing land lease agreement expires aredéer 31, 2008.

In 2008 the inventory of peat stocks shall be grened and it will call for
attraction of resources and additional expenditures

At present the Management of the Company in coatjer with the Council
is working on the process of optimization of thenfp@ny’s operation, planning to
solve the problems of the Company (for exampleandigg the reduction of expenses
or removal of peat from fields in warm weather atinds). Such activities will need
additional investment in fixed assets of the Congpdmough they will allow solving
the actual economical problems in future and walNé positive impact on the amount
of income of the Company.

To the present moment no decision is made to changgally the previous
directions of activities of the Company or to sugpany of such directions, though
the adoption of such resolution is possible inrfetand it depends upon successful or

unsuccessful implementation of cost reduction @cds/.

Events calling for adjustment of Report for the yea 2007 after the balance date
After the balance date there are no evealtsng for necessity to supplement or
correct the Annual Report.
17-th of March 2008.
Chairman of Board S.SAKUNS
Member of Board B.KRAULE
Member of Board M.ZENKOVS



In accordance with
the Chapter 12 of the Law "On Annual Reports"

Name of the CompanyJSC “Olaines kadra” by UUK |:|

RegistrationNo. | 40003006999 |

Address Rigas 21,0laine,LV-2114 by ATK ]

Telefphone 67964254 Fax 67964203

Management institution by VPIIK ]
SRS Riga regional institution, Riga distric depairhn
Type of business Extraction and processing of peat by ISIC |:|

Measurement unit LVL

PROFIT OR LOSS STATEMENT
(ACCORDING TO THE TURN-OVER METHOD)

(reporting period: 01.01.2007.-31.12.2007.)

Name of indices N:r(l:t:zr of 2007 2006

1 2 LVL EUR LVL EUR
Net turn-over 15§ 1178539 1676919 10291971 1464424
Cost of production of sold products 1§ -961616 -1368264 -789566 -1123454
Gross profit or losses 216923 308655 239631 340966
Sales costs 171 -126853 -180497 -113270 -161170
Administrative costs 14 -66476 -94587 -72447 -103083
Other income from economic activity 19 64643 91979 69486 98870
Other expenses of economic activity 19 -54459 -77489 -68018 -96781
Other interest income and similar income 20 1381 1965 1804 2567
Interest payments and similar expenses -48 -68
Profit or loss before extraordinary items and taxes 35159 50026 57138 81301
Profit or loss before taxes 35159 50026 57138 81301
Company's income tax in the reporting year 21 -6309 9778 -15518 -22080
Income and expenses related to deferred tax li@siland assets -4243 -6037 8694 12371
Other taxes -17494 -24892 -12548 -17854
Profit or loss of the reporting year 22 7113 10120 37766 53738

Chairman of Board

(name, surname, signature)



Name of the Company

Registration No. In Commercial Register
Tax payer's registration number
Address

Telephone

Management institution
Tax authority
the main type of business

Measurement unit

The Law of the Republic of Latvia
"On Annual Reports”,
Sectiojn 2, chapter 10

JSC “Olaines kadra”

40003006999 |

40003006999 |

Rigas 21,0laine,LV-2114

67964254 Fakss 67964203

Extraction and processing of peat

LVL

BALANCE SHEET

FOR THE Year 2007
(reporting period: 01.01.2007.-31.12.2007.)

Submission date

Receiving date:



ASSETS Numé)tir of Atthe encé)grigée Reportmg})\t the beginning of the yegar
1 2 LVL EUR LVL EUR
LONG-TERM INVESTMENTS
Intangible assets
Concessions, patents, licenses, trade marks atildrsiights 562 800 926 1318
I. TOTAL: 1 562 800 926 1318
Fixed assets
Land plots, buildings and structures annd perempiaits 567740 807826 563737 80213
Equipment and machinery 228145 324623 266178 378739
Other fixed assets and inventory 9509 13530 4839 6885
Formation of fixed assets and costs of unaccomguish
construction objects e R 12769 R 12769
Il. TOTAL: 814368 1158748 843728 1200523
GRAND TOTAL OF THE FIRST SECTION 814930 1159548 844654 1201841
CURRENT ASSETS
Stocks
Raw material, basic materials and auxiliary materia 21 210742 299861 170414 242479
Unfinished produce 53 75 53 75
Finished produce and goods for sale 303929 432454 299996 426859
Advance payments for goods 3 10225 14549 6842 9735
I. TOTAL: 524949 746939 477305 679148
Debtors
Debts of customers and clients 4 170108 242043 159839 227431
Other debtors 5 46313 65897 51472 73238
Deferred expenses 6 3116 4434 8331 11854
II.TOTAL: 219537 312374 219642 312523
Short-term financial investments
Own shares 7 6000 8537 6000 8537
IV. TOTAL: 6000 8537 6000 8537
Cash (total) 8] 415308 590933 426215 606453
GRAND TOTAL OF THE SECOND SECTION 1165794 1658783 1129162 160666|L
BALANCE 1980724 2818331 1973814 280850p
LIABILITIES Pieames ngsi;asta perioda Gada aKunma
1 2 LVL EUR LVL EUR
Shareholders' funds
Share capital (equity capital) 9 1800000 2561184 1800000 256118¢
Reserves:
other reserves 10 37850 53856 37850 53856
I. TOTAL: 1837850 2615040 183785( 261504p
Retained earnings
retained earnings from the previous years 37734 53690 37734 53690
retained earnings of the reporting year 7113 10120
GRAND TOTAL OF THE SECTION 1882697 2678850 1875584 266873p
ACCRUALS
Other accruals 11 18068 25709 17637 25095
GRAND TOTAL OF THE SECOND SECTION 18068 25709 17637 25095
3.CREDITORS
|. LONG-TERM CREDITORS
Deferred tax liabilities 56903 80966 52660 74929
I.TOTAL: 56903 80966 52660 74929
SHORT-TERM CREDITORS
Advances from customers 7089 10087 10136 14422
Debts to suppliers and contractors 12 4128 5874 711B 1210
Taxes and state obligatory social insurance carttdbs 13 92 130 223 317
Other creditors 14 11747 16715 10463 14888
Il. TOTAL: 2305¢ 3280¢ 2793¢ 3974¢
GRAND TOTAL OF THIS SECTION 79959 113772 80595 114677
BALANCE 1980724 2818331 1973814 280850p

Chairman of Board




Name of the Company JSC “Olaines kiidra”

In accordance with the Latvian accounting stant@®

STATEMENT OF OWN CAPITAL CHANGES FOR THE YEAR 2007
(reporting period: 01.01.2007.-31.12.2007.)
(WITH A HORIZONTAL METHOD)

Equity Other Retained Own capital
capital reserves earnings (total)
LVL EUR LVL EUR LVL EUR LVL EUR

Residual according to balance sheet as of the
beginning of the previous reporting period 1800000 2561184 24661 35090 13189 18766 1837450 2614
01.01.2006
Profit of the previous year added to reserves 13189 18766 -13189 -18766 0 0
Retained earning of the reporting year 37 734 53 690 37734 53690
Residual according to the balance sheet as of
the beginning of the reporting period 1875584 [ 266873(
01.01.2007 1800000| 2561 184 37 850 53 854 37 73¢ 53 690
Retained earnings of the reporting year 7113 10 120 7 113 10088
Residual according to the balance sheet as of 1882697 | 267885(
the end of the reporting period 31.12.2007 1800000| 2561 184 37 850 53 854 44 84y 63 810

Chairman of Board

040



In accordamce with the Latvian accounting

Name of the company  JSC “Olaines kiidra” standard No.2 "Cash flow statement”
Registration No. InER | 40003006999 |

Tax payersreg.No.. | 40003006999 |

Address: Rgas 21,0laine,LV-2114 Tel. 7964254

Fax 7964203
SRS Riga regional institution, Riga District depaght

Measurement
unit LVL

CASH FLOW STATEMENT FOR THE YEAR 2007
(reporting period: 01.01.2007.-31.12.2007.)
(with a direct method)

AMNEX® For 2007 For 2006
LVL EUR LVL EUR
I. Cash flow from basic activity
1 |Income from sales of goods and provided services 67128 | 1802971 115417p 16422p4
2 |Payments to suppliers, employees and other opgratipenses -1205990 -1715979 -1046p42 -148p246
3 |Grossbasic acrivity cash flow 61138 86992 | 107534 | 153008
4 |Expenses on interest payment 0 -48 -68
5 |Expenses on company's income tax payments -9J80 20149 -37762 -53731
6 |Cash flow before extraordinary items 52058 74072 69724 99209
|. Operation net cash flow 52058 74072 69724 99204
1. Investment operation cash flow
1 |Procurement of fixed assets and intangible assets 23 -68839 -97950 -34275] -4876p
2 |Income from selling of fixed assets and intangéssets 550 783 4637 6594
3 |Granted loans -610228 | -868281f -98817¢ -1406056
4 |Income from repaid loans 608748 866175 98623 14032p4
5 |Income from interest payment 7388 10512 1804 2567
11. Investment operation net cash flow -62381 -88761 -29775| -42366
SUMMARY OF CASH INCOME AND EXPENSES
I |Result of basic activity 52058 74072 69724 99204
Il |Result of investment operation -62381 -88761 -29775|  -42366
Il |Result of fluctuation of foreign currency rates -584 -831 -3226 -4590
IV |Netincrease or decrease of cash and its equivalent -10907 -15520 36723 5225
V |Residual of cash and its equivalents at the begimmy of the reporting period| 426215 606453| 389494 554200
VI |Residual of cash and its equivalents at the end tife reporting peridd | 415308 | 590933] 426214 606443

Chairman of Board




Name of the company

LVL

JSC “Olaines kidra”

STATEMENT OF LONG-TERM INVESTMENT MOVEMENT FOR 2007

(reporting period: 01.01.2007.-31.12.2007.)

Initial value Depreciation (write-off of value) Residual value
N.p.k. Type of Lomg-Term invesntments On 01.01. purchase afd exme°n‘f:“09n”§r2 on3112.] ono1oL Car'g“';‘r‘t?r? '”; i exfﬁé”g:grg“tfof on3112.] onoLoL On 31.12.
2007.d manufacturing () pu 2007.d 2007.9 porting v np 2007.9 2007.9 2007.9
operation (+, (+,-)} from operation (
|. Intangible investments total) 6 037 150 - 6 187 5111 514 - 5 625 926 562
Jincl.:
L Licences 1320 150 1470 1162 116 1278 158 192
2 Nrademarks 867 867 839 28 867 28 -
3 |peat amount determine 2000 2000 2000 2000 - -
4 JAccounting software 1 850 1850 1110 370 1480 740 370
II. Fixed assets (total) 2 032 581 59 522 -48 110 2 043 993 1188 853 88 616 -47 844 1229 62 843 728 814 368
Jincl.:
1 Land plots, buildings, structures and perenniattsla 995 362 32772 -76 1 028 058 431 625 28769 -76 460 318 563 737 567 740
2 JEquipment and machinery 994 429 20 180 -47542 967 067 728 251 57 947 -47276 738 922 266 178 228 145
3 [Other fixed assets and inventory 33816 6 570 -492 39 894 28 977 0Q 9 -492 30 385 4 839 9 509
4 Placement of fixed assets and costs of incomplatstouctiol
objects 8 974 8 974 - 8 974 8 974
[Total long-term investment_s 2 038 618 59 672 -48 110 2 050 180 1193 964 89 130 -47 844 1236 25 844 654 814 930
EUR
N.p.k. Type of Lomg-Term invesntments On 01.0L. purchase afd Tovemen a on3t12.| ono101. Car'g“'(;artt?r? i exfﬁé”gxesrg“t?oi’ on3t12.| onotoL. on 31.12.
2007.d manufacturing () pu 2007.d 2007.9 porting y np 2007.9 2007.9 2007.9
operation (+, (+,-)} from operation (
|. Intangible investments total) 8 590 213 8 803 7272 731 8 003 1318 800
Jincl.:
1 JLicences 1878 213 2091 1653 165 1818 225 273
2 Jrrademarks 1234 1234 1194 40 1234 40 -
3 JPeat amount determine 2 846 2 846 2 846 2 846 - -
4 JAccounting software 2 632 2632 1579 526 2 105 1053 527
Il. Fixed assets (total) 2892119 84 693 -68 455 2908 357 1691 596 126 090 -68 077 17d9 6 1200 523 1158 748
Jincl.:
1 JLand plots, buildings, structures and perenniahsl 1416 281 46631 -108 1462 804 614 151 40935 -109 654 977 802 130 807 827
2 |Equipment and machinery 1414 953 28714 -67647 1376 020 1036 21 82 452 -67268 1051 398 378 739 822
3 JOther fixed assets and inventory 48 116 9 348 -700 56 764 41 231 027 -700 43 234 6 885 13 530
4 Placement of fixed assets and costs of incomphatstouction
objects 12 769 12 769 - 12 769 12 769
[Total long-term investments 2 900 709 84 906 -68 455 2917 160 1 698 868 126 821 -68 077 1757 6 1201 841 1 159 548

Chairman of Board

(name, surname,signature)



ANNEX TO THE ANNUAL REPORT
OF JSC “OLAINES K UDRA"

MAIN PRINCIPLES OF DRAFTING OF THE ANNUAL REPORT.

The Annual Report has been prepared in accordaitbehe Laws of the Republic of

Latvia ,,On accounting/Bookkeeping”, ,,On Annual Remog” and Latvian Accounting

Standards (LGS) LGS No.1; LGS No.2 LGS No.3; LG&4Y{ LGS No0.5;LGS No.6;LGS

No7,LGS No8; issued by The Ministry of Finance loé tRepublic of Latvia, that shall be
applied in the Reporting year.

Profit or Loss Statement has beengrexpin accordance with the method of turn-

over of expenses.

The Financial Report provides true afehr view on the financial means of the

company, its liabilities, financial standing anaftr

The accounting ensures that the FiahReport provides substantial information for

the users of e financial reports to adopt the resmi:

It is reliable.
Reports truly reflect the results of the Comparacsivities and its financial standing,
specifying not only the legal form of transactidng also their economical contents.

THE ITEMS OF THE ANNUAL REPORT HAVE BEEN EVALUATEDIN

ACCORDANCE WITH THE FOLLOWING ACCOUNTING PRINCIPLES

Assuming that the Company will continue its actest

By using the same evaluation methods that have bsed in previous years even n
case if they are established in the period betwikerbalance date and the date of
drafting the Annual Report;

Evaluation has been performed with adequate cguti@king into account the
following provisions:

The profit gained only till the balance date hasrbmcluded into the Report;

All forecast risk sums and the losses incurredhim teporting year or in previous
years have been taken into account, even in dasg have been established in the
period between the balance date and the date fihgréhe Annual Report;

All sums of value decrease and depreciation hawn lmalculated and taken into
account irrespectively of profit or loss at the efidhe reporting year.

Expenses and income related to the reporting y@ae been included in the Profit or
Loss Statement irrespectively of the date of paynaen the date of receiving or
issuing of the invoice. Expenses have been tunédimcome in respective reporting
periods;

The Assets and the Liabilities have been evalusgpdrately;

The balance at the beginning of the Reporting gearcides with the closing balance
of the previous year;

All items are specified that essentially influertice evaluation or decision making by
the users of the Annual Report;

The economic transactions of the Company have beeked and reflected, taking
into account their economical contents and essestead of only the legal form.

CURRENCY UNIT AND RE-EVALUATION OF FOREIGN CURRENCY




In the Annual Report and in the accounting the iaat\currency unit — a lat has been
used as a currency unit and a unit of value.
All Assets and Liabilities cash itetreve been recalculated in lats according to the
currency rate established by the Bank of Latvithatast day of the reporting year:

2007 2006
EUR 0,7028 0,7028
uUSD 0.484 0,536

The profit or loss due to the fluctuatiosfsthe rate of foreign currencies has been
reflected in the Profit or Loss Statement of thepeetive period.

LONG-TERM AND SHORT-TERM POSITIONS.

Sums of Assets have been specifiedantgarm assets:
* The sums envisaged for distribution or consumptigthin the ordinary cycle of the
Company’s activity.
* The sums kept for short term and are envisagedstdlaite within 12 months after
the rafting of the balance sheet.
* These are monies or its equivalent that have utotest utilisation potential.
Other assets have been classified as long-tersi one
The liability sums have been specifiediabilities:
* The sums due within the ordinary cycle of the Conyfmactivity.
* The sums to be paid no later than within 12 moaftes the balance date.
Other liabilities are classified as long-term ones.

INTANGIBLE ASSETS

Intangible assets mainly consist of different lees, accounting softwares. Intangible assets
have been accounted for at their initial value teadepreciated during the expedient usage
time of assets by applying the linear method. Ftarigible assets the depreciation rate is
established in the amount of 20%.

FIXED ASSETS

Fixed assets have been accounted at their inigilelevdeducting accumulated depreciation
and decrease of value. The depreciation of landnioadeen calculated. Depreciation has
been calculated in the expedient usage time oftsadse applying the linear method.
Depreciation is calculated starting from the nexinth following the assets’ putting into
operation or involvement of assets in the econamtevity. In the event if the fixed assets
are sold or written-off, their initial value andcaenulated depreciation are excluded from
accounting, and the profit or loss from the salesviating-off of assets are reflected in the
calculation of profit or loss. The following depration rates have been applied for the fixed
assets:

-buildings and structures from 1 to 2,5% per year;

-narrow-gauge railway 6,7% per yeatr,

-peat extraction equipment and machinery, tracemsll trailers from 10 to 33% per year;
-wagons for peat removal and diesel engines 10%ezat,

-computers 20% per year.



EVALUATION OF STOCKS.

» Stocks — procured materials, spare parts, smallitalue inventory and fuel have
been evaluated by FIFO method.

* Completed products in production costs.

* Residuals of stocks have been checked during agditi

DEBTS OF CUSTOMERS AND CLIENTS AND OTHER DEBTORS.

Residuals of debtors’ debts have beerctdt in the balance sheet in their net value
calculated from the accounting value of these deb#&scordance with book-keeping data by
deducting the residuals of reserves formed for ecunsel debts. For dubious debtors’ debts,
the reserves are formed in the amount of doubtets su

UTILISATION OF ESTIMATION.

By preparing the Annual Report the managerhas to rely upon certain estimations
and assumptions that influence the residuals otipos of the balance sheet and the profit
and loss statement of the annual report. The estsftalculations are used in relation to
reserves, doubtful/bad debts and stocks, as wetb abe determination of depreciation.
Future events can influence the assumptions, basing which the respective
estimations/calculations have been made.

RESERVES/ACCRUALS

The accruals have been acknowledged iCitiapany has liabilities due to some vent
in past and the possibility exists that for segflthese liabilities the Company will need the
outflow of economically beneficial resources and Htope of liabilities can be sufficiently
reliably calculated. Within other reserves the eweis’ unused vacation reserve has been
included in the Annual Report.

CASH.
Cash means the cash in bank and in cash-box.

ACKNOWLEDGEMENT OF INCOME

The income is acknowledged in accordance with th&fidence about the potentiality to
obtain economical benefit and in the amount wejastifiably determine. By acknowledging
of income it is taken into consideration that tlaesof goods has taken place when the
Company has transferred its ownership rights togtieds and remuneration to the customer
and the amount of income can be justifiably evadat

COMPANY'’S INCOME TAX.

The income tax is calculated by applyingtiie taxable income in the respective
taxation period the tax rate 15%.

The deferred company’'s income tax arisimgnf short-term discrepancies resulting
from inclusion of several positions in the tax @eation and in these financial reports, has
been calculated by the liability method. The ligigit of the deferred company’s income tax
are determined basing upon the tax rates thabdre aipplied at the moment when the short-
time discrepancies will disappear. The main shematdiscrepancies in the terms of time are
arising from different depreciation rates of assgiglied for accounting and taxation needs.




Annexes to the balance-sheet

Concessions, patents, licenses, trademarks and damrights

Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 [Trademark 12 17
2 |Software licences 65 93
3 |Road transport licenses 72 102 109 155
4 |Peat recovery licences 120 171
5 |Accounting software 372 527 740 1053
Residual value 564 800 926 1318
Raw materials, basic materials and auxiliary mateialsi
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Materials 145636 207223 11275(0 160430
2 |Spare parts 3722 5296 5189 7383
3  |Fuel 61079 86908 51682 73534
4 |Low-value inventory 305 434 793 1128
Residual value 210742 299861 170414 242479
Advance payments for goods
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Advance payments for materials 8771 12440 1222 1739
2 |Advance payments for services 1454 206p 5620 7996
Residual value 10225 14549 6842 9735]
Debts of clients and customers
Residual on Residual on
No. Name 31.12.2007 31.12.2006.
LVL EUR LVL| EUR
1 |Debts of Latvian companies 56043 79742 41706 59343
2 |Debts of foreign companies 114065 162301 118133 168088
Residual value 170108 242043 159839 227431
Other debtors
Residual on Residual on
No. Name 31.12.2007 31.12.2006.
LVL] EUR LVL] EUR
1 |Overpayment of the company's income tax 10265 14605 4947 | 10663
2 |Overpayment of residents'income tax 1689 2403 1131 9140
3 |Overpayment of VAT 6972 9920 14999 21342
4  |Overpayment of nature resources' tax 1 1
5 |Overpayment of State social insurance obligatonyibutions 6705 9540 1606 2285
6 |Other 20682 29429 26241 37334
Residual value 46313 65897 51472 73234




Expenses of next periods

Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 Insurance costs 763 1086 966 1375
2 |Newspapers 305 434 415 590
3 |Services 2048 2914 6950 9889
Residual value 3116 4434 8331 11854

Own action and shares.
Rules of privatization of VAS “Olainesikira” are approved by the decision of Board of AgesfcPrivatization Nr.17/221 from

February 4-th, 1997- recerve sharesof board ofthgpany — 6 000 pieces with a face-value in 1 bs tiakes 0,033% of the
Share capital.

Cash funds (TOTAL)

N ) Residuals in Rate of the| Residual at
Type of cash deposition Cash unit currency Banl of the end of
Latvia the year
LVL EUR
1 |Latvian banks 2006 LVL 58462 1,0000 58442 83184
2 [|Latvian banks 2007 LVL 26630 1,000 ABB3| 378916
3 |Latvian banks 2006 EUR 517542 0,708 26831 517542
4 |Latvijan banks 2007 EUR 208743 0,70%28 1464 208763
5 [Latvian banks 2006 USD 4304 0,530 2307 8432
6 [Latvian banks 2007 USD 257( 0,4840 1244 7117
7 |The company's cash box 20P6 LVL 1344 1,0000 1348 1918
8 |The company's cash box 20p7 LVL 960 1,000 96 13p6
9 |The company's cash box 20P6 EUR 525 0,70p8 369 5p5
10 |The company's cash box 20p7 EUR 117 0,7028 88 17
kopa  2007.gadp 415308 | 590933
kopa 2006.gadg 426215 | 606453]

Share capoital (equity capital)

The total
Name of a Number of shares value of a Total value prci)r?ct)rr]?eon
shareholder share equity
No capital
LVL EUR
1JLLC “MONQ” 536096 1 536096 762800 30%
2|ILLC “LEMF” 63904 1 63904 90927 4%
3|Viktors Karbanovs 678173 1 678178 964959 38%
4IVISTA Capital 95913 1 95913 136473 5%
VSAA (State Social
5|insurance Agency) 60000 1 60000 85373 3%
6|Other 365914 1 365914 52065p 209
1800000 1800000 2561184 1009
Other reserves
Residual on Residual on
No. Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Equipment for restoration 37850 53856 37850 53854
Residual value 37850 53856 37850 53854
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Accruals
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Accruals for unused vacations 18068 25709 17687 25095
Residual value 18068 25709 17637 25095|
In off-balance lines in 2006 there are accruals fodoubtful debts
in the amount of 29088,62 Ls./41389,61 EUR
12 Debts to suppliers and contractors
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Debts to Latvian companies 4128 5874 7113 10121
2 |Debts to foreign companies - - - -
Residual value 4128 5874 7113 10121
13 Taxes and social security payments
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL| EUR LVL| EUR
1 |Real estate tax 42 60
2 |Nature resources' tax 68 96 162 230
3 |State risk duty 24 34 19 27
Residual value 92 130 223 317
14 Other creditors
Residual on Residual on
No Name 31.12.2007 31.12.2006.
LVL EUR LVL EUR
1 |Unpaid salary for December 11513 16382 10282 14631
2 |Other 234 333 181 257
Residual value 11747 16715 10463 14884
Annexes to Profit and Loss Statement
15 Net turn-over
Amount for Amount for
No Name 2007 2006
LVL EUR LVL EUR
1 |Transactions with Latvian companies 304177 432407 7995| 420884
2 |Transactions with foreign companies. 874362 124411233400 | 1043540
Total 1178539| 1676919 102919f 1464Z|24
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Production costs of sold products

Amount for Amount for
No Name 2007 2006
LVL EUR LVL EUR
1 |Material costs 454363 646504 395387 562548
2 |Staff costs (salary and State obligatory socighypents) 350774 499109 249505 355016
3 |Depreciation of fixed assets 81048 115322 70411 10018J
4  |Other operational costs 75431 107329 74263 10566
Total 961616 | 1368264 789564 11234p8
Sales costs
Amount for Amount for
No Name 2007 2006
LVL EUR LVL EUR
1 |Staff costs (salary and State obligatory socighpnts) 13149 18709 7618 1084p
2 |Depreciation of fixed assets 2828 4024 2828 4024
3 |Transportation costs 98895 140716 59022 83981
4 |Other expenses 11981 17048 14713 20934
5 |Reserve for doubtful debtors 29089 41390
Total 126853 180497 113270 161170
Administrative expenses
Amount for Amount for
No Name 2007 2006
LVL EUR LVL EUR
1 |Staff costs (salary and State obligatory socighpnts) 36872 52464 37142 5284p
2 |Depreciation of fixed assets 3603 5127 3898 5546
3 |Transportation and business trip costs 4806 6838 6200 8879
4  |Other administrative expenses 2119b 301%8 251p7 35B09
Total 66476 94587 72447 10308B
Other operational income and expenses
No Name Income 200 Exp';%soe. Incomei 2006 Exp';%soi
LVL LVL LVL LVL
1 |Sales of purchased goods and services 41164 33p09 31244 28596
2 |Lease of fixed assets 5280 415 7820 415
3 [Sales of fixed assets 466 268 3930 2582
4 |Differences in currency rates 144 317 1006 3653
5 |Currency exchange 2803 - 111
6 |Penalties paid 6 5 -
7 |Supports and social targets 5934 - 4488
8 |Other income (transactions with KPS) 11580 976jL 482p 2111
9 |Written-off debtors' debts 932 - 26062
10 |Income from interes]t payment 6007 -
Total 64643 54459 69486 68018
EUR EUR EUR EUR
1 |Sales of purchased goods and services 58471 47B22 544Q4 40689
2 |Lease of fixed assets 7513 590 11127 590
3 [Sales of fixed assets 663 381 5592 3674
4 |Differences in currency rates 204 04@ 1431 5198
5 |Currency exchange 3988 158
6 |Penalties paid 9 7 -
7 |Supports and social targets 8443 - -
8 |Other income (transactions with KPS) 1647)7 13889 5802 -
9 |Written-off debtors' debts 1327 - 46472
10 [Income from interegt payment 8547 -
Total 91979 77489 98870 96781




20 Other interest income and similar income
Amount for Amount for
No Name 2007 2006
LVL EUR LVL EUR
1 [Bank interest calculated for the residual of aeniraccount 1381 1965 1804 2561
Summa kopa 1381 1965 1804 2567
21 Profit tax for the reporting period
Amount Amount for
No Name for 2007 2006
LVL EUR LVL EUR
1 |Company's income tax 6309 8977 15518 22080
Total 6309 8977 15518 22080
22 Profit or Loss after taxes in the reporting perial
Amount for Amount
No Name 2007 for 2006
LVL EUR LVL EUR
1 |Profit after taxation in the reporting period 711§ 0120 37766 53738
Summa koga 7113 10120 37766 53738
Annexes to Cash Flow Statement
24 Procurement of fixed assets and intangible invasents
Amount for Amount
No Name 2007 for 2006
LVL EUR LVL EUR
1 [Land 17468 24855
2 |Industrial structures and buildings 41958 597(2 261 7293
3 |Technical equipment 23814 33834 303B 18544
4  |Production inventory 2678 3810 374 532
5 |Computers, computing equipment 239 340 697 992
6 |Peat recovery licences 150 213 - -
7 |Computer licences 82 117
Total 68839 97949 34275| 48769
General information
1. Taxes
Type of ) Calculated Paid or Residual
taxes Residual on 31.12.2006. for 2007 moved on
31.12.2007
LVL EUR LVL EUR LVL |[EUR Lvl Eur
Company's income tax* LVL EUR LVL EUR] LVL EUR LVL EUR
State social obligatory contributions -7494 -10658 $30 8977 9080 12924 -10265| -14604
VAT -1605 -2284 104605 148840 10970p 1560096 -6705 -9540
Residents' income tax -14999 -21342 -5797B -82489 -66Q0M3911 -6972 -9920
Nature resource tax -1131 -1609 6232 8868p 628B4 8976 689-1 -2403
Real Estate tax 161 230 1913 2722 2006 2854 68 96
Risk duty 41 57 17494 24892 17535 2494p 0 0
Total 20 29 353 502 349 497 24 34
-25007 -35577 135027 192126 135559 192487 -255B9 -36338




2. The average number of employees

2007 2006
The average number pf 108 116
employees per year
Fund of labour payment 405185 339363
LVL
(salary +SSO 576530 482873
contributions) EUR

3. Information about the off-balance liabilities
There were no off-balance liabilities and mortgagesguarantees and pledges issued.

4. Cadastre value

Name of the object LVL EUR
Buildings,Olaine,Ryas ief 21 724267 | 1030545
Buiding and Land ,Olaine,Vesbhs 2a 3175 4518
Buildings and land in Olaine civil parish "Gaisma" 356263 | 506919
Total: 1083705 154198

5.Sigificant lease agreements:

For facilitation of the company's operation the following lease agreements are significant and in force:

1. With Riga Municipal Agency "Rjas meZagentira" dated December 19, 2003 on the lease of ladgeat fields, No.
RPA-RMA-1.5.4.-245 for the lease of 1391,7 ha, #rentof the agreement - 5 years.

2. SJSC "Privatiacijas aenfira", dated August 6, 2003, the agreement on |aaskl®&0.4759-Z
about the lease of 24,4332 ha in OlainggaR iefi 21, the term of the agreement - 10 years.

3. WITH SJSC "Latvijas valsts mezi" dated Juli 4, 20fi# land lease agreement No.5.7-9.1./0006/15080about the lease of 169,5 ha

The terms of the agreement-5 years.

6. Payment to members of advice and management.

Members of advice and board have not received maly



8. ADDITIONAL INFORMATION ABOUT SHAREHOLDERS

The Share capital of JSC “Olainesdka” is 1 800 000 LVL. Company’s share capital sists from
1 800 000 shares. All shares are paid. The faceewval 1 share is 1 LVL. All shares have the eqiggits
on dividend receiving, receiving of liquidate quatad blocking right on a shareholders meeting.1All
800 000 shares of company are dematerialized.

Information about securities

Share Share capital,| % correlation to
gquantity, LVL share capital
item
Total share guantity 1 800 000 1 800 000
incl. bearer shares 1 200 000 1 200 000 66.7 %
included in - regulatetd, 4, o 1194 000 66.35 %
market
JSC “Olaines #dra”
own shares (beforg6 000 6 000 0.35%
board’s shares)
ordinary (inscribed) | 544 gg 600 000 33.3%
shares
included in regulated
market i i i

Rights of shares

Dividends

The decision on the order and terms of paymentvwidehds accepts at shareholders meeting. After
financial statement’s approval, the shareholderstimg makes a decision on use of profit of joimekt
company and, accordingly, about the amount whidhbai paid to shareholders as dividends and defines
value of dividends. The shareholders meeting defiime and a place of dividend’s payment and inform
about it Company’s shareholders according to valiés of Latvian Central Depository which adjusts t
order of dividend’s payment. All shares of JSC ‘iés kidra” give the identical rights on dividend'’s
receiving proportionally face-value (nominal) oétbhares belonging shareholders. Payment of did&en
of JSC “Olaines &dra” is performed according to the statutes of JOines kidra”, requirements of
Commercial law and valid rules of Latvian Centradository.

According to LR Commercial law’s article 161, istralowed to calculate and to pay dividends, if
from financial statements proceeds that Compangtste is less than the paid capital. As a resudt th
shareholder’s decision that dividends remain attbmpany’s disposal is not valid, as also the campa
does not have right to demand back paid divideadshareholders, except for the specified casesin L
Commercial law’s article 162.

If dividends are not taken out within 10 yearsntitdbecomes the JSC “Olainesdta” ownership.
For in time the dividends not taken out - % arepad.

Shares with the blocking rights

Shareholders of JSC “Olaineadta” have all the rights stipulated by the legishatof the Latvian
Republic, including blocking rights. One share lna® blocking right at shareholders meeting. The
guantity of blocking right corresponds with thedreding quantity of shares. Shareholders can ppatiei
in shareholders meeting and personally, and wi¢ghrtiediation of the representatives. The power of
attorney draw’s up in written form and accompanyihg protocol of meeting. The power of attorney
must be submitted prior to the beginning of meeting



Other rights of shares

1. Shareholders have the right, during shareholdegstimg, to receive the approved extract of
balance sheet, income statement, and auditor'srtrepoout JSC *“Olaines tklra”, and
information about an economic condition of JSC ‘i@#a kidra” in that volume in what it is
necessary for consideration of corresponding itethevagenda.

2. If the shareholder at least 7 days prior to st@der's meeting submits to board the letter of
enquiry, the board should give him all necessafgrination on all questions included in the
agenda.

3. A shareholder within one month from the date ofislen-making on increase in the share capital
has the right to receive new shares proportiortalligelonging him quantity of shares. Term of
use of the right of the first hand is one monthnfrithe date when the notice on sale is submitted
to board. The shareholder can refuse in writingnfrthe right of the first hand before the
termination of the certain term.

4. Depending on quantity of shares of JSC “Olaingdr&’ which belong the shareholder, the
shareholder has rights:

- to offer his representatives on elections ipe3uisory Council of JSC “Olainedi#tra”. The
shareholder or group of shareholders can offer anymepresentatives, that at division of the
represented capital with a blocking right of thmsuseholder or group of shareholders on quantity
of offered representatives, each representativeldvoepresent at least five percent of the
represented capital with a blocking right of JSQ4i@es Kidra” . On election of the members of
Supervisory Council, each shareholder with the lohag right has the right to transfer all
belonging him blocking rights for one or severabresentatives included in the list, in any
proportion, in integers.

- shareholders, who together represent not kessthe one tenth part of the paid capital of JSC
“Olaines lidra”, have the right to demand from board in writteorm convocation of
extraordinary shareholder's meeting, in the regquéet having specified the reason of
convocation of meeting and the desirable agenda.

- shareholders, who represent not less thanrtba@amth part of the paid capital of JSC “Olaines
kadra”, have the right within 7 days of the announeetof convocation of shareholder’s
meeting and publication of its agenda or withinayglafter reception of the invitation, to demand
from an institution which convokes meeting, to ud# any question in the agenda of meeting.

- shareholders, who represent not less thanrtba@amth part of the paid capital of JSC “Olaines
kadra”, have the right in written form, having spéif the reason to demand, that Company’s
Supervisory Council check up work of Board. If Cang's Supervisory Council will not
perform such check within a month or does not gineeanswer, the shareholders have a right to
transfer consideration of the given question tbhaesholder’'s meeting.

- shareholders, who represent not less thanrtegemth part of the paid capital of JSC “Olaines
kadra”, at shareholder's meeting or not later thaa months after shareholder's meeting can
lift motivated objections against the elected tardi

- shareholders, who represent not less thanrtedemth part of the paid capital of JSC “Olaines
kadra”, or their participation in share capital ofr@gany is not less than 50 000 LVL, can submit
the Company’s claim against members of Board oreBugory Council, or the auditor of JSC
“Olaines kidra”. The claim brings an action within 3 monthsnfrthe date when the requirement
shareholder’s minority is received. For losses Whiave arisen at the Company as a result of the
unreasonable claim solidary answers shareholdensrity, in which action the court ascertained
malicious intention and negligence.

- shareholders, who represent not less thanrtedemth part of the paid capital of JSC “Olaines
kadra”, have the right to postpone the approval méificial statements, if correctness of separate
item of the financial statements is challenged.

Shareholders also have other rights stipulated ami@ercial law and in other statutory acts of the
Latvian Republic.



The rights of shareholders in case of insolvency drliquidation.

According to LR Commercial law’s article 137, th8Q “Olaines kdra” is responsible for it's
obligations with all it's property. The JSC “Olasméndra” is not responsible for the obligations of the
shareholders. The shareholders are not respoffisittlee obligation of JSC “Olainesiira”.

According to Commercial law's article 328, aftertisiaction of requirements of creditors or
deposition of appropriate money to them and cogeoinliquidating expenses, the liquidator makesilfin
balance and the plan of separating of the remaginggkerty of the Company.

According to Commercial law’'s article 330, the renea property of the Company is separated
among shareholders according to the made plaropiepty’s section by liquidator, proportionally tach
shareholder’s share in the share capital.

To shares no privileges are appropriated.

Limitations of share’s rights, which proceed from dligation to inform and making share’s
repurchase proposal.

According to the Law’s on the Financial Instrumeiarket articles 61, 64, 68, 81, 83 — shareholders
have such obligations:
1) The investor who directly or indirectly rece$va share of JSC “Olaineddka” in that volume, which
provides not less than one tenth part, one twémttete quarter, half, three quarters or ninety figecent
from quantity of shares with the blocking right kao inform the JSC “Riga Stock Exchange” and the
JSC “Olaines #dra” about it not later than within five working ydaafter purchase of shares. Person
specifies in the notice quantity of the received aemained shares (quantitatively, and also peagent
from the share capital and percentage from quanfitghares with the blocking right), and mentions
information on shares, which are let out in a puhlrn, and about shares which are not let outgoldic
turn. If participation in capital is in an inditeway, the person in the notice specifies an imdiveay by
which the share is received, specifies persons bgns of which the share, mentions information
concerning each person by means of whom the shaeeeived in an indirect way.
2) If the investor sells shares or looses theking right of shares which are got by indirecywand
belonging blocking rights does not reach any maleme of invested, it is hecessary for investohimit
5 working days inform about it the JSC “Riga St&oichange” and the JSC “Olainesdka”.

3) If the investor does not inform the JSC “REfack Exchange” and the JSC “Olaingslta” about
cases and in terms specified in 1 item, he cans@ttloe blocking right which proceeds from belonging
him shares and indirectly received blocking riglscisions of shareholder’'s meeting, which are made
not legally using blocking rights - are not validdaon the basis of these decisions, it is alloveeask to
make records in any public registers.

4) According to the Law’'s on the Financial Instrents Market article 66 requirements, the persoo wh
directly or indirectly receives blocking rights fmoshares of JSC “Olainesidra” in such volume when
blocking right of this shareholder at shareholdariseting reach or exceeds half from quantity of
blocking rights, has to state the offer about aibgy repurchase of shares to other shareholdeiS©f
“Olaines kidra”. The offer on a repurchase of shares to athareholders it is obliged to state also that
person who at shareholder’'s meeting on questiontadxception of shares of the regulated market has
voted “pro”. If this requirement is not executedcisions which are accepted using these blockgiggi
are not valid.

Persons, who have an essential share in the compaby direct or indirect way.

Total shares with the blocking right - 1 800 OG#mt



No. Share % correlation to common
Shareholder’'s name quantity guantity of shares with the
blocking right
1 Karbanovs Viktors 678 173 37.7%
2 Vista Capital Corporation 95 913 5.3%
3 SIA MONO 536 096 29.8 %
4 SIA “LEMF” 63 904 3.6 %

SIA “LEMF” —is SIA “MONQ” daughter enterprise.

There are no restrictions on alienation of shares.

There are not defined the special control rightdetfinite shareholders.

Joint-stock company doesn’t know about agreemehtshareholders, which would create restrictions
(limitation) on transfer to shareholders belongshgres and blocking rights.

The board of the Company consists of 3 membersiri@aa of Board represents the company separately.
Other members of board represent the Company sepyaas well. Members of the board are elected for
3 years. Restrictions to members of Board of thepany are not defined. Members of board are elected
and also changes in structure of Board and thatetatire done according to valid requirements ®f th
Commercial law.

No essential agreements and contracts which beaceali@ in case of change of the control are
concluded.

Agreements between the Company and its membereafdEfor indemnifications in case of leaving of
position are not concluded.

Chairman of Board Sergejs Sakuns

Members oBoard Brigita Kraule

Mihails Zenkovs



