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General information

	Name of the company
	A/s Strenču MRS

	
	

	Legal status of the company
	Joint stock company

	
	

	Number, place and date of registration
	000 300 912

Riga, 20 June 1991 

	
	

	Registered office
	Silvas Lejas, Launkalnes pagasts,
Valka region, Latvia, LV-4729

	
	

	Major shareholders
	SIA PATA AB – 461 000 shares (49.87%)

	
	Mārtiņš Kvēps – 306 960 shares (33.20%)

	
	Māris Kannenieks – 23 087 shares (2.50%)

	
	

	Board members
	Andris Krastiņš, Chairman of the Board

	
	Rihards Romanovskis, Deputy Chairman of the Board

	
	Aldis Strankaļs, Board Member

	
	

	
	

	Council Members
	From 30 April 2005


	
	Uldis Mierkalns 

	
	Lolita Burkovska

	
	Jānis Leimanis

	
	Mārtiņš Kvēps

	
	Jānis Mierkalns

	
	

	
	

	Auditors
	Ginta Jaunzeme
Sworn Auditor

Certificate No. 16
	SIA Konsults

	
	


Management report
Aspect

Logging and related services. Forest management services.

Short work description during reviewing period

A/S Strenču MRS net turnover for year 2007 (12 month) is 6 450 292 Ls, what is for 56,7% more then for year 2006, also planed net turnover has been exceeded for  7%.

Company in 12 month year 2007 has realized round timber for 133, 7 thousand m3 (including 94 800m3 from IML lands and 38 900 m3 from private and other owners properties) what equals 6 185 242 Ls. 

Forest management services where handed for 149 374Ls large amount, what is for 48,1% less then  for year 2006 year. 

Forest cutting services made 115 676 Ls large sum, what is for 17, 7% more then 2006 year.

Review period has been completed with 279832 Ls large profit, what is 1, 9 times greater then previous year and for 1, 7 times exceeds planed profit.

Profit for one emitted stock makes 0,303 Ls.

In December 2007 company purchased Forwarder John Deere 1110D, for renewing and enlarging technical equipment park. 

Important events after review period

There have been no specific incidents which would cause any changes or impact financial status, which is fixed in financial statements.

Use of Financial instruments

To secure finance risk management, company is following company liquidity, rechecking regular cash flow. Company is carefully following up debtors debts. As peripheral finance recourses company is involving/using credit and leasing.

Further company development

In year 2008 company will continue cooperation with AS “LVM”, logging in Long term lease agreement provided lands. It is planned to take part in local government and growing wood chop tenders, purchase real estate with forest lands and chops from private owners. Company will continue forest management service providing. 

For developing and increasing  forest management capacity it is planned to obtain new wood felling and resawing harvester John Deere 1270D.

	
	
	

	Uldis Mierkalns
	
	Andris Krastiņš

	Chairman of the Council
	
	Chairman of the Board

	
	
	


The annual report has been approved by the general meeting of shareholders on ___ ____________ 2008. 

	


Statement of Directors` Responsibility

The Board of Directors of JSC “Strenču mežrūpniecības saimniecība” (the Company) is responsible for the preparation of the financial of the Company. 
The financial statements on pages 6 to 21 are prepared in accordance with the underlying accounting records and source documents and present fairly the financial position of the Company as of 31 December 2007 and the result if its operations and cash flows for the period ended 31 December 2007.

The financial statements are prepared in accordance with Latvian Accounting Standards on a going concern basis. Appropriate accounting policies have been applied on a consistent basis. Prudent and reasonable judgments and estimates have been made by the Board of Directors in the preparations of the financial statements.
The Board of Directors of JSC “Strenču mežrūpniecības saimniecība” is responsible for the maintenance of proper accounting records, the safeguarding of the Company`s assets and the prevention and detection of fraud and other irregularities in the Company. The Board of Directors is also responsible for operating the Company in compliance with the legislation of the Republic of Latvia.
On behalf of the Directors,
	

	Andris Krastiņš

	Chairman of the Board

	


Income statement


[image: image1.wmf]Notes

2007

2006

2007

2006

LVL

LVL

EUR

EUR

Net turnover

2

6 450 292

    

 

4 116 205

    

 

9 177 939

    

 

5 856 832

    

 

Cost of sales

3

(5 361 965)

   

 

(3 506 308)

   

 

(7 629 389)

   

 

(4 989 027)

   

 

Gross profit or loss

1 088 327

    

 

609 897

       

 

1 548 550

    

 

867 806

       

 

Distribution costs

4

(462 070)

      

 

(265 782)

      

 

(657 466)

      

 

(378 174)

      

 

Administrative expense

5

(122 418)

      

 

(82 664)

        

 

(174 185)

      

 

(117 620)

      

 

Other operating income

6

11 773

         

 

56 841

         

 

16 751

         

 

80 877

         

 

Other operating expense

7

(22 944)

        

 

(43 027)

        

 

(32 647)

        

 

(61 221)

        

 

Interest receivable and similar income

8

72

                

 

1 303

           

 

103

              

 

1 854

           

 

Interest payable and similar income

9

(157 305)

      

 

(83 563)

        

 

(223 826)

      

 

(118 900)

      

 

Profit or loss before taxes

335 435

       

 

193 005

       

 

477 280

       

 

274 622

       

 

Corporate income tax

11

(53 610)

        

 

(50 076)

        

 

(76 280)

        

 

(71 252)

        

 

Other taxes

10

(1 993)

          

 

(548)

             

 

(2 836)

          

 

(780)

             

 

Profit or loss for the reporting year

279 832

    

 

142 381

    

 

398 164

   

 

202 590

    

 

Earnings per share (EPS)

0,303

0,154

0,431

0,219

0,702804


The accompanying notes form an integral part of these financial statements.

	
	
	

	Uldis Mierkalns
	
	Andris Krastiņš

	Chairman of the Council
	
	Chairman of the Board

	
	
	


Balance sheet

	       ASSETS



[image: image2.emf]Notes 31.Dec.07 31.Dec.06 31.Dec.07 31.Dec.06

LVL LVL

EUR EUR

NON-CURRENT ASSETS

Intangible fixed assets

Concessions, patents, licences and similar rights 1 404 1 470 1 998 2 091

TOTAL 1 404 1 470 1 998 2 091

Tangible fixed assets

Land, buildings, constructions and perennial plants 502 466 495 357 714 945 704 829

Equipment and machinery 553 778 514 265 787 955 731 734

Other fixtures and fittings, tools and equipment 4 255 4 934 6 054 7 020

TOTAL 1 060 499 1 014 556 1 508 954 1 443 583

TOTAL NON-CURRENT ASSETS 1 061 903 1 016 026 1 510 952 1 445 674

CURRENT ASSETS

Inventories 

Raw materials 1 269 920 680 097 1 806 934 967 690

Finished goods and goods for resale 73 444 38 913 104 501 55 368

Prepayments for goods 3 567 2 000 5 076 2 846

TOTAL 1 346 931 721 010 1 916 511 1 025 904

Receivables

Trade receivables 267 380 106 004 380 448 150 831

Receivables from associates 757 645 648 104 1 078 031 922 169

Other receivables 80 538 44 781 114 595 63 718

Prepaid expense 11 310 12 172 16 093 17 318

TOTAL 1 116 873 811 061 1 589 167 1 154 036

Cash (TOTAL) 5 549 8 164 7 895 11 616

TOTAL CURRENT ASSETS  2 469 353       1 540 235       3 513 573       2 191 557      

TOTAL ASSETS  3 531 256    2 556 261    5 024 525    3 637 231   

0,702804


The accompanying notes form an integral part of these financial statements.

	
	
	

	Uldis Mierkalns
	
	Andris Krastiņš

	Chairman of the Council
	
	Chairman of the Board

	
	
	


	
	EQUITY AND LIABILITIES



[image: image3.emf]Notes 31.Dec.06 31.Dec.06 31.Dec.06 31.Dec.06

LVL LVL EUR EUR

CAPITAL AND RESERVES

Share capital 20 924 400          924 400          1 315 303       1 315 303      

Retained earnings:

for the last period 206 796          64 415            294 244          91 654           

for the period 279 832          142 381          398 164          202 590         

TOTAL EQUITY  1 411 028       1 131 196       2 007 711       1 609 547      

PROVISIONS FOR LIABILITIES AND CHARGES

Provisions for expected taxes  11 29 241            30 274            41 606            43 076           

Other provisions 21 23 106            17 707            32 877            25 195           

TOTAL PROVISIONS FOR LIABILITIES AND CHARGES  52 347            47 981            74 483            68 271           

LIABILITIES

Non-current liabilities

Loans from credit institutions 23 5 361              115 319          7 629              164 084         

Other loans 22 262 748          152 067          373 856          216 372         

TOTAL 268 109          267 386          381 485          380 456         

Current liabilities

Loans from credit institutions 23 1 334 950       922 161          1 899 463       1 312 117      

Other loans 22 93 228            48 843            132 652          69 498           

Trade payables 119 099          50 904            169 462          72 430           

Payables to associates 196 399          29 888            279 450          42 527           

Taxes payable 25 37 809            45 196            53 798            64 308           

Other liabilities 24 18 287            12 706            26 021            18 078           

TOTAL 1 799 772       1 109 698       2 560 845       1 578 958      

TOTAL LIABILITIES  2 067 881       1 377 084       2 942 330       1 959 413      

TOTAL EQUITY AND LIABILITIES  3 531 256    2 556 261    5 024 525    3 637 231   

0,702804


The accompanying notes form an integral part of these financial statements.

	
	
	

	Uldis Mierkalns
	
	Andris Krastiņš

	Chairman of the Council
	
	Chairman of the Board

	
	
	


Cash flow statement

	
	
	
	
	



[image: image4.emf]2007 2006 2007 2006

LVL LVL EUR EUR

I Cash flows from operatingactivities 0,702804 0,702804

Net profit before extraordinary items and taxes 335 435        193 005        477 281        274 621       

Adjustments for:

Depreciation and amortisation 219 276        237 403        312 002        337 793       

Interest income/expense 105 628        74 429          150 295        105 902       

Change in provisions 4 366            (5 847)           6 213            (8 319)          

Gain /loss on foreigncurrency exchange -                   

Gain/loss on disposal / adjustment of fixed assets 44 854          69 929          63 821          99 500         

Operating profit before working capital changes 709 559       568 919       1 009 612    809 499      

(Increase)/ decrease in inventories (625 921)       (625 921)       (890 606)       (890 606)      

(Increase)/ decrease in receivables (306 674)       (306 673)       (436 358)       (436 356)      

Change in prepaid expense 862               862               1 226            1 226           

Increae/ (decrease) in payables 232 900        232 901        331 387        331 388       

Cash generated from operations 10 726         (129 913)      15 262         (184 850)     

Interest paid (105 645)       (74 486)         (150 319)       (105 984)      

Corporate income tax paid (53 610)         (39 863)         (76 280)         (56 720)        

Real estate tax paid (1 993)           (549)              (2 836)           (781)             

Cash flow before extraordinary items (150 522)      (244 810)      (214 174)      (348 334)     

Net cash flows from operating activities (150 522)       (244 810)       (214 174)       (348 334)      

II Cash flows to investing activities

Purchase of fixed assets (318 410)       (518 713)       (453 057)       (738 062)      

Proceeds from disposal of fixed assets 8 402            112 873        11 955          160 604       

Interest received 17                 57                 24                 82                

Net cash flows to investing activities (309 991)       (405 782)       (441 077)       (577 376)      

III Cash flows from financing activities

Change in  borrowings 302 832        265 819        430 891        378 226       

Payment of finance lease liabilities 155 066        200 911        220 639        285 871       

Dividends paid -                    (46 220)         -                    (65 765)        

Net cash flows from financing activities 457 898        420 510        651 530        598 332       

IV Net cash flows foreign currency exchange

V Change in cash and cash equivalents (2 615)           (230 083)       (3 721)           (327 378)      

VI Cash and cash equivalents at the beginning of the reporting year 8 164            24 785          11 616          35 266         

VII Cash and cash equivalents at the end of the reporting year 5 549        8 164        7 895        11 616      


The accompanying notes form an integral part of these financial statements.

Statement of changes in equity
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Share capital

Reserves

Retained 

earnings for the 

last period

Retained 

earnings

Total

2006. gada 1. janvārī

924 400

      

 

-

                 

 

1 768

          

 

108 867

      

 

1 035 035

   

 

Profit for the reporting year

-

                  

 

-

                 

 

-

                 

 

142 381

      

 

142 381

      

 

Profit for the reporting year

-

                  

 

-

                 

 

(46 220)

      

 

-

                 

 

(46 220)

       

 

Retained earnings for the last period

-

                  

 

-

                 

 

108 867

      

 

(108 867)

    

 

-

                  

 

2007. gada 1. janvārī

924 400

      

 

-

                 

 

64 415

        

 

142 381

      

 

1 131 196

   

 

 

Profit for the reporting year

-

                  

 

-

                 

 

-

                 

 

279 832

      

 

279 832

      

 

Retained earnings for the last period

-

                  

 

-

                 

 

142 381

      

 

(142 381)

    

 

-

                  

 

2007. gada 31. decembrī

924 400

   

 

-

             

 

206 796

  

 

279 832

  

 

1 411 028

 

EUR

0,702804

2006. gada 1. janvārī

1 315 303

   

 

-

                 

 

2 516

          

 

154 904

      

 

1 472 722

   

 

Profit for the reporting year

-

                  

 

-

                 

 

-

                 

 

202 590

      

 

202 590

      

 

Profit for the reporting year

-

                  

 

-

                 

 

(65 764)

      

 

-

                 

 

(65 764)

       

 

Retained earnings for the last period

-

                  

 

-

                 

 

154 903

      

 

(154 903)

    

 

-

                  

 

2007. gada 1. janvārī

1 315 303

   

 

-

                 

 

91 654

        

 

202 590

      

 

1 609 547

   

 

 

Profit for the reporting year

-

                  

 

-

                 

 

-

                 

 

398 164

      

 

398 164

      

 

Retained earnings for the last period

-

                  

 

-

                 

 

202 590

      

 

(202 590)

    

 

-

                  

 

2007. gada 31. decembrī

1 315 303

 

-

             

 

294 244

  

 

398 164

  

 

2 007 711

 


The accompanying notes form an integral part of these financial statements.

Notes to the financial statements

1. Summary of significant accounting policies

Basis of preparation

The financial statements of AS Strenču MRS have been prepared in accordance with the law of the Republic of Latvia On Financial Statements of Companies and Latvian accounting standarts No. 1 – 9.
The financial statements are prepared according the principle of historical cost basis.

The monetary unit used in the financial statements is lat (LVL), the monetary unit of the Republic of Latvia. The financial statements cover the period 1 January 2007 through 31 December 2007. 

Compared to the previous period, the accounting policies and methods have remained unchanged. 

Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are retranslated into Latvian lats applying the official exchange rate established by the Bank of Latvia at the last day of the reporting year. The differences arising on settlements of transactions or on reporting foreign currency transactions at rates different from those at which these transactions have originally been recorded are netted in the income statement accounts. 
Tangible fixed assets

Property, plant and equipment are stated at cost less accumulated depreciation. Land is not depreciated.
Depreciation is calculated on a straight-line basis over the estimated useful life of the asset. Depreciation is calculated starting with the following month after the tangible fixed asset is put into operation or engaged in commercial activity. When tangible fixed assets are sold or disposed of, their cost and accumulated depreciation are eliminated from the accounts and any gain or loss resulting from their disposal is included in the income statement. The following depreciation rates were established and applied: 


% per annum

Buildings and constructions
  5-10

Office equipment and inventory
  20
Computers and appliances
  35
Technological equipment and machinery
  20
Other tangible fixed assets
 20-50

The value of items acquired below LVL 50 has been booked as an expense.

The cost of property, plant and equipment comprises its purchase price, including import duties and non-refundable purchase taxes and any directly attributable costs of bringing the asset to its working condition and location for its intended use. Expenses incurred after the fixed assets have been put into operation, such as repair and maintenance and overhaul costs, are normally charged to the income statement in the period when incurred. In situations where it can be clearly demonstrated that the expenses have resulted in an increase in the future economic benefits expected to be obtained from the use of an item of property, plant and equipment beyond its originally assessed standard of performance, such expenses are capitalized as an additional cost of property, plant and equipment.

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

Construction in progress represents tangible fixed assets under construction and is stated at historical cost or as appropriate. 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. 

Intangible fixed assets

Intangible fixed assets are stated at cost and amortised over their estimated useful lives on a straight-line basis. The carrying values of intangible assets are reviewed for impairment when events or changes in circumstances indicate that the carrying value may not be recoverable.

Intangible fixed assets are amortised over 5 years period on the straight-line basis.

Inventories 

Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition is accounted for as follows:

- raw materials – purchase cost on a first-in, first-out (FIFO) basis;

- finished goods at cost of purchased felling sites.

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less an allowance for any non-collectable amounts. An estimate for doubtful debts is made when collection of the full amount is no longer probable. Balances are disclosed at the original invoice amount less provisions made. Bad debts are written off when recovery is deemed impossible. 

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand and short-term deposits with an original maturity of three months or less.

Loans and borrowings

All loans and borrowings are initially recognised at cost.

After initial recognition, loans and borrowings, are subsequently measured at amortised cost using the effective interest rate method. Amortised cost is calculated by taking into account any issue costs, and any discount or premium on settlement.

Gains and losses are recognised in the income statement as interest income/ expense when the liabilities are derecognised through the amortisation process.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. 

Leases

Finance leases, which transfer to the Company substantially all the risks and benefits incidental to ownership of the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned between the finance charges and reduction of the lease liability to produce a constant rate of interest on the remaining balance of the liability. Finance charges are charged directly against income.

Capitalised leased assets are depreciated over their estimated useful lives on a straight-line basis.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases. Operating lease payments are recognised as an expense in the income statement on a straight-line basis over the lease term. 

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:
Sale of goods

Revenue is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and the amount of revenue can be measured reliably.
Rendering of services

Revenue is recognised by reference to the stage of completion. 

Interest

Revenue is recognised as the interest accrues.

Rental income

Rental income arising on investment properties is accounted for on a straight-line basis over the lease term on ongoing leases.

Corporate income tax

Corporate income tax is applied at the rate of 15% on taxable income generated by the Company during the taxation period.
Deferred corporate income tax arising from temporary differences in the timing of the recognition of items in the tax returns and these financial statements is calculated using the liability method. The deferred corporate income tax liability is determined on the basis of the tax rates that are expected to apply when the timing differences reverse.  The principal temporary timing differences arise from differing rates of accounting and tax amortization and depreciation on the Company’s fixed assets. 
2. Net turnover

	By business segments
	2007

EUR
	2006

LVL
	2007

EUR
	2006

EUR

	Sales of round timber
	6185242
	3729882
	8800806
	5307144

	Income from forestry services
	115676
	98322
	164592
	139900

	Income from services
	149374
	288001
	212541
	409788

	TOTAL:
	

6450292
	4116205
	9177939
	5856832


3. Cost of sales
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Stump fee
	3888905
	2221471
	5533413
	3160868

	Wages
	267486
	211966
	380598
	301600

	Raw material, spare parts, fuel
	350890
	398361
	499272
	566817

	Depreciation 
	219276
	237403
	312002
	337794

	Statutory social insurance contributions
	63899
	50633
	90920
	72044

	Electricity
	
	5230
	
	7442

	Services, works
	516863
	351512
	735431
	500157

	Other costs
	88968
	35996
	126589
	51218

	Change in inventories of finished goods and work in progress
	(34322)
	(6303)
	(48836)
	(8968)

	Natural resources tax
	
	39
	
	55

	TOTAL:
	5361965
	3506308
	7629389
	4989027


4. Distribution costs
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Transport costs
	462070
	265782
	657466
	378174

	TOTAL:
	462070
	265782
	657466
	378174


5. Administrative expense
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Salaries and wages
	50352
	44991
	71644
	64016

	Professional service fees
	1241
	500
	1766
	711

	Annual reports and audit costs
	600
	
	854
	

	Statutory social insurance contributions
	11570
	10230
	16462
	14556

	Office maintenance
	5852
	12879
	8326
	18325

	Other expense
	52803
	14064
	75133
	20012

	TOTAL:
	122418
	82664
	174185
	117620


6. Other operating income 
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Gain on sales of current assets
	2077
	41705
	2955
	59340

	Last period tax decrease
	2273
	919
	3234
	1308

	Income from EU Structural funds Project 406000071
	
	7802
	
	11101

	Other income
	7423
	6415
	10562
	9128

	TOTAL:
	11773
	56841
	16751
	80877


7. Other operating expense
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Provisions for doubtful receivables
	
	20984
	
	29858

	Trained personnel – EU Structural funds project 406000071
	
	9752
	
	13875

	Other expense
	22944
	12291
	32647
	17488

	TOTAL:
	22944
	43027
	32647
	61221

	
	
	
	
	


8. Interest receivable and similar income
	
	2007

       LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Interest accrued on bank account balances and similar income
	16
	57
	23
	81

	Other income
	56
	1246
	80
	1773

	TOTAL:
	72
	1303
	103
	1854


9. Interest payable and similar expense
	
	2007

       LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Loan interest payments and lease payments
	105645
	74486
	150319
	105984

	Penalties paid
	14956
	2261
	21280
	3218

	Other expense
	36704
	6816
	52227
	9698

	TOTAL:
	157305
	83563
	223826
	118900


10. Other taxes
	
	2007

       LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Real estate tax on buildings
	1363
	180
	1939
	257

	Real estate tax on land
	630
	368
	897
	523

	TOTAL:
	1993
	548
	2836
	780


11. Corporate income tax
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Corporate income tax charge for the year
	54643
	39863
	77750
	56720

	Deferred income tax (change during the reporting year)
	(1033)
	10213
	(1470)
	14531

	TOTAL:
	53610
	50076
	76280
	71251


	
	2007
	2006
	2007
	2006

	Earnings per share (EPS)
	0.303
	0.154
	0.431
	0.219


Changes in deferred corporate income tax liability:
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Deferred tax liability at the beginning of the financial year
	30274
	20061
	43076
	28544

	Accelerated depreciation for taxation purposes
	(1033)
	10213
	(1470)
	14532

	Deferred income tax liability at the end of the financial year
	29241
	30274
	41606
	43076


12. Personnel costs and number of employees 

	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Wages and salaries
	293787
	235852
	418021
	335587

	Statutory social insurance contributions
	70066
	56157
	99695
	79904

	TOTAL:
	363853
	292009
	517716
	415491


Remuneration to the Board and Council
	
	2007

LVL
	2006

LVL
	2007

EUR
	2006

EUR

	Remuneration to the Board
	24050
	21104
	34220
	30028

	Statutory social insurance contributions for Board members
	5403
	4706
	7688
	6696

	TOTAL:
	29453
	25810
	41908
	36724


Members of the Council do not receive any remuneration for their functions in the Council.
13. Intangible fixed assets
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TOTAL LVL

TOTAL EUR

Acquisition value as of 01/01/2007

4 701

                    

 

4 701

                    

 

6 689

                     

 

2007

Additions

708

                       

 

708

                       

 

1 008

                     

 

Acquisition value as of 31/12/2007

5 409

                    

 

5 409

                    

 

7 697

                     

 

Accumulated amortisation as of 01/01/2006

3 231

                    

 

3 231

                    

 

4 598

                     

 

2007

Amortisation

774

                       

 

774

                       

 

1 101

                     

 

Accumulated amortisation as of 31/12/2007

4 005

                    

 

4 005

                    

 

5 699

                     

 

Net carrying amount as of 01/01/2007

1 470

                    

 

1 470

                    

 

2 091

                     

 

Net carrying amount as of 31/12/2007

1 404

                    

 

1 404

                    

 

1 998

                     

 


14. Tangible fixed assets
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TOTAL LVL

TOTAL 

EUR

Acquisition value as of 01/01/2007

483 952

 

 

35 259

       

 

1 106 007

 

 

17 691

       

 

1 642 909

 

 

2 337 649

 

 

Additions

55 306

   

 

260 629

    

 

1 767

         

 

317 702

    

 

452 049

    

 

Adjustment

(46 932)

  

 

(46 932)

     

 

(66 778)

    

 

Disposals

(13 678)

     

 

(13 678)

     

 

(19 463)

    

 

Acquisition value as of 31/12/2007

492 326

 

 

35 259

       

 

1 352 958

 

 

19 458

       

 

1 900 001

 

 

2 703 457

 

 

Accumulated depreciation as of 01/01/2007

23 854

       

 

591 743

    

 

12 756

       

 

628 353

    

 

894 066

    

 

Depreciation

1 265

         

 

214 790

    

 

2 447

         

 

218 502

    

 

310 900

    

 

Depreciation of disposals

(7 353)

       

 

(7 353)

       

 

(10 463)

    

 

Accumulated depreciation as of 31/12/2007

-

             

 

25 119

       

 

799 180

    

 

15 203

       

 

839 502

    

 

1 194 503

 

 

Net carrying amount as of 01/01/2007

483 952

 

 

11 405

       

 

514 264

    

 

4 935

         

 

1 014 556

 

 

1 443 583

 

 

Net carrying amount as of 31/12/2007

492 326

 

 

10 140

       

 

553 778

    

 

4 255

         

 

1 060 499

 

 

1 508 954

 

 

2007

2007


Amortisation and depreciation amounts are included in the income statement item “Cost of sales”.  

15. Prepayments for goods
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Prepayments for goods
	3567
	2000
	5076
	2846

	TOTAL:
	3567
	2000
	5076
	2846


16. Trade receivables
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Trade receivables
	288364
	126988
	410305
	180688

	Provisions for doubtful receivables
	(20984)
	(20984)
	(29857)
	(29857)

	TOTAL:
	267380
	106004
	380448
	150831


17. Other receivables
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	VAT refundable from the state budget
	51330
	9908
	73036
	14098

	Other receivables
	29208
	34873
	41559
	49620

	TOTAL:
	80538
	44781
	114595
	63718


18. Prepaid expense
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Insurance of fixed assets
	6420
	9208
	9136
	13102

	Employees health insurance
	4306
	2376
	6126
	3380

	Subscription to the media 
	584
	588
	831
	836

	TOTAL:
	11310
	12172
	16093
	17318


19. Cash and cash equivalents
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Cash at bank and in hand
	5549
	8164
	7895
	11616

	TOTAL:
	5549
	8164
	7895
	11616


20. The share capital of the company is LVL 924 400(EUR 1 315 303) and consists of 924 400 shares. The par value of each share is LVL 1.
21. Other provisions
	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Vacation pay reserve
	23106
	17707
	32877
	25195

	TOTAL:
	23106
	17707
	32877
	25195


22. Other loans
	Current:
	Date of paument
	31.12.2007

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	
	
	
	
	
	

	Finanse lease liabilities to SIA Unilīzings EUR

Finanse lease liabilities to SIA Nordea Finance Latvia EUR
	
	51693
41535
	48843
	73553
59099
	69498

	TOTAL:
	
	93228
	48843
	132652
	69498

	Non-current:
	
	
	
	
	

	Finanse lease liabilities to SIA Unilīzings EUR
	15.07.2010
	100375
	152067
	142821
	216372

	Finanse lease liabilities to SIA Nordea Finance Latvia EUR
	18.12.2012
	140630
	
	200098
	

	Finanse lease liabilities to SIA Nordea Finance Latvia EUR
	19.09.2010
	21743
	
	30937
	

	TOTAL:
	
	262748
	152067
	373856
	216372


23. Loans from credit institutions
	Current:
	Date of payment
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Loan from A/S Latvijas Unibanka EUR
	23.03.2009
	132085
	136511
	187940
	194238

	Loan from A/S Latvijas Unibanka LVL
	02.04.2007
	
	785650
	
	1117879

	Loan from A/S Latvijas Unibanka EUR
	08.02.2008
	394422
	
	561212
	

	Loan from A/S Latvijas Unibanka EUR
	20.02.2008
	808443
	
	1150311
	

	TOTAL:
	
	1334950
	922161
	1899463
	1312117

	Non-current:
	
	
	
	
	

	Loan from A/S Latvijas Unibanka EUR
	23.03.2009.
	5361
	115319
	7629
	164084

	TOTAL:
	
	5361
	115319
	7629
	164084


24. Other liabilities 

	
	31.12.2007.

LVL
	31.12.2006.

LVL
	31.12.2007.

EUR
	31.12.2006.

EUR

	Wages and salaries 
	18177
	12568
	25864
	17883

	Other liabilities
	110
	138
	157
	195

	TOTAL:
	18287
	12706
	26021
	18078


25.  Taxes payable  

	
	31.12.2006.

LVL
	Aprēķināts

LVL
	Samaksāts/ atgūts LVL
	31.12.2007.

LVL
	31.12.2007.

EUR

	
	
	
	
	
	

	Statutory social insurance contributions
	(5966)
	(103688)
	90104
	(19550)
	(27817)

	Personal income tax
	(4473)
	(62546)
	60107
	(6912)
	(9835)

	Corporate income tax*
	(34705)
	(79121)
	102666
	(11160)
	(15878)

	Value added tax
	9908
	118929
	(77507)
	51330
	73036

	Business risk duty
	
	(167)
	154
	(13)
	(19)

	Real estate tax
	(44)
	(2128)
	2016
	(156)
	(222)

	Natural resources tax
	(8)
	(18)
	8
	(18)
	(26)

	TOTAL:
	(35288)
	(128739)
	177548
	13521
	(19239)

	Total assets
	9908
	118929
	(77507)
	51330
	73036

	Total liabilities
	(45196)
	(247668)
	255055
	(37809)
	(53797)


26. Related party disclosures

While rendering or receiving services to/ from the related companies, the companies apply the same the pricing policy as in transactions with the third parties.

* Payments for the supplied goods are in accordance with the Supply contract.

	Related party
	Year
	Transaction
	Sales to related parties
	Purchases from related parties
	Amounts owed by related parties
	Amounts owed to related parties

	SIA Pata AB *
	2007
	Sale of round timber
	5143509
	
	722753
	

	SIA Pata AB
	2007
	Timber truck services
	
	377645
	
	192668

	SIA Pata AB
	2007
	Stump fee
	
	926732
	
	

	SIA Pata AB
	2007
	Other
	5221
	74506
	
	

	SIA Smiltenes MRS
	2007
	Timber processing services
	38172
	17672
	34892
	

	SIA Smiltenes MRS
	2007
	Stump fee
	
	60380
	
	

	SIA Smiltenes MRS
	2007
	Sale of round timber
	1204
	9700
	
	

	SIA Smiltenes MRS
	2007
	Other
	
	69112
	
	3655

	SIA Elvars
	2007
	Sale of round timber
	
	2811
	
	

	SIA Elvars
	2007
	Timber processing services
	11496
	19459
	
	76

	SIA Elvars
	2007
	Other
	87
	
	
	

	SIA Eferta
	2007
	Timber processing services
	23694
	
	
	

	TOTAL LVL
	
	5223383
	1558017
	757645
	196399

	TATAL EUR
	
	7432204
	2216858
	1078031
	279450


27. Long-term logging agreements

In 1995 the Company signed a long-term logging agreement, the term of which after privatisation of the Company was extended for 30 years, i.e. by the year 2026. Under the aforementioned agreement a/s Strenču MRS has the right to use certain felling areas of 92 800 m3 at a fixed price on an annual basis, until 2026. Due to the changes in national forestry policy VAS Latvijas valsts meži during 2002 delayed granting of the felling areas and in general failed to provide the felling resources as specified in the said agreement. 

28. Off-balance sheet liabilities
To secure the repayment of loan from a/s SEB Latvijas Unibanka, the Company has pledged its fixed assets with the net book value of LVL 124806.

29. Financial risk management

The Company’s principal financial instruments comprise loans, finance leases, cash and short-term deposits. The main purpose of these financial instruments is to ensure financing for the Company’s operations. The Company has various other financial instruments such as trade and other receivables and trade and other payables, which arise directly from its operations.  
Financial Risks
The main financial risks arising from the Company’s financial instruments are foreign currency risk, interest rate risk, liquidity risk and credit risk.

Foreign currency risk

The Company’s financial assets and liabilities, which are exposed to foreign currency risk, comprise cash and cash equivalents, trade receivables, trade payables and short-term and long-term borrowings.  The Company is mainly exposed to foreign currency risk of euro. 

Interest rate risk

The Company is exposed to the interest rate risk mainly through its short-term and long-term borrowings.  The Company’s policy is to ensure that the majority of its borrowings are at floating rate.  

Credit risk

The Company is exposed to credit risk through its trade receivables and cash.  The Company manages its credit risk by continuously assessing the credit history of customers and assigning credit terms on individual basis.  In addition, receivable balances are monitored on an ongoing basis to ensure that the Company’s exposure to bad debts is minimised.

	
	
	

	Uldis Mierkalns
	
	Andris Krastiņš

	Chairman of the Council
	
	Chairman of the Board
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						Notes		31-Dec-07		31-Dec-06		31-Dec-07		31-Dec-06

								LVL		LVL		EUR		EUR

		NON-CURRENT ASSETS										0.702804

		Intangible fixed assets

				Concessions, patents, licences and similar rights				1,404		1,470		1,998		2,091

				TOTAL				1,404		1,470		1,998		2,091

		Tangible fixed assets

				Land, buildings, constructions and perennial plants				502,466		495,357		714,945		704,829

				Equipment and machinery				553,778		514,265		787,955		731,734

				Other fixtures and fittings, tools and equipment				4,255		4,934		6,054		7,020

				TOTAL				1,060,499		1,014,556		1,508,954		1,443,583

				TOTAL NON-CURRENT ASSETS				1,061,903		1,016,026		1,510,952		1,445,674

		CURRENT ASSETS

		Inventories

				Raw materials				1,269,920		680,097		1,806,934		967,690

				Finished goods and goods for resale				73,444		38,913		104,501		55,368

				Prepayments for goods				3,567		2,000		5,076		2,846

				TOTAL				1,346,931		721,010		1,916,511		1,025,904

		Receivables

				Trade receivables				267,380		106,004		380,448		150,831

				Receivables from associates				757,645		648,104		1,078,031		922,169

				Other receivables				80,538		44,781		114,595		63,718

				Prepaid expense				11,310		12,172		16,093		17,318

				TOTAL				1,116,873		811,061		1,589,167		1,154,036

		Cash (TOTAL)						5,549		8,164		7,895		11,616

				TOTAL CURRENT ASSETS				2,469,353		1,540,235		3,513,573		2,191,557

		TOTAL ASSETS						3,531,256		2,556,261		5,024,525		3,637,231
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								2007		2006		2007		2006

								LVL		LVL		EUR		EUR

		I Cash flows from operatingactivities										0.702804		0.702804

				Net profit before extraordinary items and taxes				335,435		193,005		477,281		274,621

				Adjustments for:

						Depreciation and amortisation		219,276		237,403		312,002		337,793

						Interest income/expense		105,628		74,429		150,295		105,902

						Change in provisions		4,366		(5,847)		6,213		(8,319)

						Gain /loss on foreigncurrency exchange		-

						Gain/loss on disposal / adjustment of fixed assets		44,854		69,929		63,821		99,500

				Operating profit before working capital changes				709,559		568,919		1,009,612		809,499

						(Increase)/ decrease in inventories		(625,921)		(625,921)		(890,606)		(890,606)

						(Increase)/ decrease in receivables		(306,674)		(306,673)		(436,358)		(436,356)

						Change in prepaid expense		862		862		1,226		1,226

						Increae/ (decrease) in payables		232,900		232,901		331,387		331,388

				Cash generated from operations				10,726		(129,913)		15,262		(184,850)

				Interest paid				(105,645)		(74,486)		(150,319)		(105,984)

				Corporate income tax paid				(53,610)		(39,863)		(76,280)		(56,720)

				Real estate tax paid				(1,993)		(549)		(2,836)		(781)

				Cash flow before extraordinary items				(150,522)		(244,810)		(214,174)		(348,334)

		Net cash flows from operating activities						(150,522)		(244,810)		(214,174)		(348,334)

		II Cash flows to investing activities

				Purchase of fixed assets				(318,410)		(518,713)		(453,057)		(738,062)

				Proceeds from disposal of fixed assets				8,402		112,873		11,955		160,604

				Interest received				17		57		24		82

		Net cash flows to investing activities						(309,991)		(405,782)		(441,077)		(577,376)

		III Cash flows from financing activities

				Change in  borrowings				302,832		265,819		430,891		378,226

				Payment of finance lease liabilities				155,066		200,911		220,639		285,871

				Dividends paid				-		(46,220)		-		(65,765)

		Net cash flows from financing activities						457,898		420,510		651,530		598,332

		IV Net cash flows foreign currency exchange

		V Change in cash and cash equivalents						(2,615)		(230,083)		(3,721)		(327,378)

		VI Cash and cash equivalents at the beginning of the reporting year						8,164		24,785		11,616		35,266

		VII Cash and cash equivalents at the end of the reporting year						5,549		8,164		7,895		11,616

								2,615



Andris:
Izņem atliktā UIN korekciju

Andris:
Izņem atliktā UIN korekciju




_1265802840.xls
Sheet1

								LVL		Treasury shares		Net unrealized gains/ (losses)		Share capital		Foreign currency translation		Convertible redeemable pref.shares - equity component		Reserves		Retained earnings for the last period		Retained earnings		Total

		2006. gada 1. janvārī												924,400						-		1,768		108,867		1,035,035

				... ietekme																						-

				Currency translation differences																						-

				Net gains or losses not recognized in the income statement																						-

				Profit for the reporting year										-						-		-		142,381		142,381

				Iepriekšējo gadu nesadalītā peļņa																						-

				Daļu/ akciju emisija																						-

				Profit for the reporting year										-						-		(46,220)		-		(46,220)

				Retained earnings for the last period										-						-		108,867		(108,867)		-

		2007. gada 1. janvārī								-		-		924,400		-		-		-		64,415		142,381		1,131,196

				... ietekme																						-

				Currency translation differences																						-

				Net gains or losses not recognized in the income statement																						-

				Profit for the reporting year										-						-		-		279,832		279,832

				Daļu/ akciju emisija																						-

				Exercise of options																						-

				Retained earnings for the last period										-						-		142,381		(142,381)		-

		2007. gada 31. decembrī								-		-		924,400		-		-		-		206,796		279,832		1,411,028

								EUR																0.702804

		2006. gada 1. janvārī												1,315,303		-		-		-		2,516		154,904		1,472,722

				... ietekme																						-

				Currency translation differences																						-

				Net gains or losses not recognized in the income statement																						-

				Profit for the reporting year										-						-		-		202,590		202,590

				Iepriekšējo gadu nesadalītā peļņa																						-

				Daļu/ akciju emisija																						-

				Profit for the reporting year										-						-		(65,764)		-		(65,764)

				Retained earnings for the last period										-						-		154,903		(154,903)		-

		2007. gada 1. janvārī								-		-		1,315,303		-		-		-		91,654		202,590		1,609,547

				... ietekme																						-

				Currency translation differences																						-

				Net gains or losses not recognized in the income statement																						-

				Profit for the reporting year										-						-		-		398,164		398,164

				Daļu/ akciju emisija																						-

				Exercise of options																						-

				Retained earnings for the last period										-						-		202,590		(202,590)		-

		2007. gada 31. decembrī								-		-		1,315,303		-		-		-		294,244		398,164		2,007,711
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						Land		Buildings and constructions		Equipment and machinery		Other tangible fixed assets		TOTAL LVL		TOTAL EUR

		Acquisition value as of 01/01/2007				483,952		35,259		1,106,007		17,691		1,642,909		2,337,649

		2007		Additions		55,306				260,629		1,767		317,702		452,049

				Adjustment		(46,932)								(46,932)		(66,778)

				Disposals						(13,678)				(13,678)		(19,463)

		Acquisition value as of 31/12/2007				492,326		35,259		1,352,958		19,458		1,900,001		2,703,457

		Accumulated depreciation as of 01/01/2007						23,854		591,743		12,756		628,353		894,066

		2007		Depreciation				1,265		214,790		2,447		218,502		310,900

				Depreciation of disposals						(7,353)				(7,353)		(10,463)

		Accumulated depreciation as of 31/12/2007				-		25,119		799,180		15,203		839,502		1,194,503

		Net carrying amount as of 01/01/2007				483,952		11,405		514,264		4,935		1,014,556		1,443,583

		Net carrying amount as of 31/12/2007				492,326		10,140		553,778		4,255		1,060,499		1,508,954
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						Notes		31-Dec-06		31-Dec-06		31-Dec-06		31-Dec-06

								LVL		LVL		EUR		EUR

		CAPITAL AND RESERVES										0.702804

		Share capital				20		924,400		924,400		1,315,303		1,315,303

		Retained earnings:

				for the last period				206,796		64,415		294,244		91,654

				for the period				279,832		142,381		398,164		202,590

				TOTAL EQUITY				1,411,028		1,131,196		2,007,711		1,609,547

		PROVISIONS FOR LIABILITIES AND CHARGES

		Provisions for expected taxes				11		29,241		30,274		41,606		43,076

		Other provisions				21		23,106		17,707		32,877		25,195

				TOTAL PROVISIONS FOR LIABILITIES AND CHARGES				52,347		47,981		74,483		68,271

		LIABILITIES

		Non-current liabilities

				Loans from credit institutions		23		5,361		115,319		7,629		164,084

				Other loans		22		262,748		152,067		373,856		216,372

				TOTAL				268,109		267,386		381,485		380,456

		Current liabilities

				Loans from credit institutions		23		1,334,950		922,161		1,899,463		1,312,117

				Other loans		22		93,228		48,843		132,652		69,498

				No pircējiem saņemtie avansi				-		-		-		-

				Trade payables				119,099		50,904		169,462		72,430

				Payables to associates				196,399		29,888		279,450		42,527

				Taxes payable		25		37,809		45,196		53,798		64,308

				Other liabilities		24		18,287		12,706		26,021		18,078

				TOTAL				1,799,772		1,109,698		2,560,845		1,578,958

				TOTAL LIABILITIES				2,067,881		1,377,084		2,942,330		1,959,413

		TOTAL EQUITY AND LIABILITIES						3,531,256		2,556,261		5,024,525		3,637,231
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				Notes		2007		2006		2007		2006

						LVL		LVL		EUR		EUR

										0.702804

		Net turnover		2		6,450,292		4,116,205		9,177,939		5,856,832

		Cost of sales		3		(5,361,965)		(3,506,308)		(7,629,389)		(4,989,027)

		Gross profit or loss				1,088,327		609,897		1,548,550		867,806

		Distribution costs		4		(462,070)		(265,782)		(657,466)		(378,174)

		Administrative expense		5		(122,418)		(82,664)		(174,185)		(117,620)

		Other operating income		6		11,773		56,841		16,751		80,877

		Other operating expense		7		(22,944)		(43,027)		(32,647)		(61,221)

		Interest receivable and similar income		8		72		1,303		103		1,854

		Interest payable and similar income		9		(157,305)		(83,563)		(223,826)		(118,900)

		Peļņa vai zaudējumi pirms ārkārtas posteņiem un nodokļiem				335,435		193,005		477,280		274,622

		Ārkārtas ieņēmumi								-		-

		Ārkārtas izmaksas								-		-

		Profit or loss before taxes				335,435		193,005		477,280		274,622

		Corporate income tax		11		(53,610)		(50,076)		(76,280)		(71,252)

		Other taxes		10		(1,993)		(548)		(2,836)		(780)

		Profit or loss for the reporting year				279,832		142,381		398,164		202,590

		Earnings per share (EPS)				0.303		0.154		0.431		0.219






_1265713395.xls
Sheet1

						Software licences		TOTAL LVL		TOTAL EUR

		Acquisition value as of 01/01/2007				4,701		4,701		6,689

		2007		Additions		708		708		1,008

				Likvidācija				-		-

				Pārklasifikācija				-		-

				Vērtības samazinājums/ pārvērtēšana				-		-

		Acquisition value as of 31/12/2007				5,409		5,409		7,697

		Accumulated amortisation as of 01/01/2006				3,231		3,231		4,598

		2007		Amortisation		774		774		1,101

				Likvidēto aktīvu amortizācija				-		-

				Pārklasifikācija				-		-

		Accumulated amortisation as of 31/12/2007				4,005		4,005		5,699

		Net carrying amount as of 01/01/2007				1,470		1,470		2,091

		Net carrying amount as of 31/12/2007				1,404		1,404		1,998






