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as a leader in the Latvian heating market by increasing the 

availability of natural gas, promoting various ways to use it, 

and providing Latvia with one of the most stable natural gas 

supplies in Europe.

ur vision is to transform Latvia into one of Europe’s largest 

geological formations.

ur mission is to contibute to the Baltic region's economy by 

ensuring the security of energy supply, the development of the 

sector, and competitive pricing.

COMPANY  
IN 2011
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COUNCIL REPORT

he priority of the Joint Stock 

2011, just as in previous years, was 

a continuous and safe natural gas 

supply to customers both in Latvia 

and the neighbouring countries: 

Russia, Estonia and Lithuania. Due 

to the unusually cold winter of 2010/2011, almost all 

by the spring, leaving as little as 41 million m3 at the 

2261.8 million m3.  

In the priorities of European energy infrastructure 

till 2020 developed by the European Commission 

infrastructure projects are likely to be implemented in 

these countries. Due to these projects, the role of the 

the neighbouring countries and the formation of a gas 

market will increase. In order to assess the prospects 

of further development of the facility and to develop 

will continue and the usefulness of storage expansion 

will be evaluated with a view to further improve the 

security of gas supply to consumers and to provide the 

necessary gas volumes. 

In 2011, the consumers were sold 1 561.4 billion m3 of

customers and the improvement of safety. The year 

2011 saw a further rise of the total number of gas users, 

reaching 442,600 at the end of the year.

The key projects completed by the Company in 2011 

were the reconstruction of wells and the construction 

a gas pipeline under the Daugava riverbed using the 

year. The last year also saw further diagnostics of the 

technical condition of gas transmission pipelines, and 

in summer the possible leakages in these pipelines 

were searched for via laser technologies by a specially 

It should be noted that in recent years the Company 

has devoted much attention to proper detection and 

elimination of pipeline damages.  

In 2011, during its meetings, the Council heard and 

discussed the reports to the Council on the operation 

of the Company prepared by the Board, reviewed 

directions and recommendations on improving the 

Company’s operation. The Council reviewed and 

approved the amendments to the agreements with the 

"ITERA Latvija" prepared by the Board. Thus, Latvia is 

guaranteed stable natural gas supplies till 2030 and the 

competitiveness of gas in the energy resource market 

has been ensured.

The Council has studied the Corporate Governance 

Report for the last year prepared by the Board in 

compliance with the "Principles of Corporate Governance 

and Recommendations on the Implementation thereof" 

issued by the JSC "NASDAQ OMX Riga" and holds a 

that the Company complies with the recommended 

principles of corporate governance. The Council follows 

the same principles. 

Over the reporting period, the Council regularly 

received reports by the Board regarding the operation, 

Council supervised the operation of the Company in 

all key aspects and made sure the Company works in 

compliance with the laws, the Company’s Articles of 

Association and the resolutions of the Shareholders’ 

by the Company and made proposals for improving the 

Company’s work.

The Annual Accounts 2011 of the Company were 

audited by the International Auditor Company 

PricewaterhouseCoopers LLC. The Council has received 
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statements provide a fair and clear presentation 

Annual Accounts Law of the Republic of Latvia. 

The Council has reviewed and accepted the 

Board report on the operation of the Company 

in the reporting year, research and development 

of 2011.

The Council of the Company acknowledges 

the successful performance of the Board and 

employees in 2011 and also wishes it future 

success and progress.

 

KIRILL Seleznev

Chairman of the Council



Kirill Seleznev 

Chairman of the Council

 

rotation lines.

Juris Savickis

Vice-chairman of the Council

Institute.

Vice-Chairman of the Council (since July 2, 2010)

and International Shareholdings Mid-/Downstream", Senior 
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Peter Frankenberg



Joachim Hockertz

Igor Nazarov

Uwe Fip

Head of Eastern Gas Supply Department. Master’s Degree in 

Yelena Karpel

Industry Planning.

Mario Nullmeier

International AG" in Tallinn, Estonia.

Alexander Krasnenkov

International Economics and International Relations.

Heinz Watzka

responsible for maintenance of southern gas pipeline system.

hydraulic design for oil industry.

Vlada Rusakova

Head of Strategic Development Division.

in design, planning and operation of oil and gas 
pipelines, gas storage facilities and oil tanks;

postgraduate course at Moscow Oil and Gas Industry 



BOARD

Chairman of the Board

Board since 1988; working in the gas industry  

Latvian Academy of Sciences, Doctorate Gints Freibergs 

Board Member

since 1997; working in the gas

industry since 1984.

Engineer of Industrial Heat Energy.



Board Member,  
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Alexander Miheyev 
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Master’s Degree of Social Sciences in 
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Joerg Tumat 
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have been listed on NASDAQ OMX 

1999. The shares are traded on the 

second list, their trading ticker as 

The total number of shares is 39.9 million, while the 

number of securities in public trading is 25,328,520.

According to the statistics of the Latvian Central De-

pository, the security market of Latvia in 2011 was 

in 2010. 9,370 new securities accounts were opened 

with Latvian banks and broker companies in 2011.

with an unchanged structure of shareholders. As of the 

end of 2011, the company had three main sharehold-

ers: the German company "E.ON Ruhrgas International 

GmbH", which holds 47.2% of shares, the Russian OJSC 

-

vija" with 16% of shares. The remaining 2.8% of shares 

are owned by minority shareholders, including employ-

ees of the company. The share capital of the company at 

the end of the year had not changed and amounted to 

The capitalisation value of the company at the end of 

ShaRes aNd ShaReholdeRs

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

0.00 3.65 6.65 5.45 5.51 6.20 9.95 10.35 7.25 4.55 4.57 4.800
   Highest 3.70 11.35 6.80 6.25 6.60 9.90 11.13 11.25 8.20 6.00 6.00 7.000
   Lowest 1.80 3.50 4.80 5.40 5.40 6.15 9.27 7.05 3.62 3.32 4.57 4.601
   Average 2.93 6.16 5.35 5.51 5.85 7.67 10.22 10.34 6.77 4.31 5.15 5.320
   Last 3.60 6.65 5.49 5.50 6.50 9.61 10.32 7.12 4.55 4.10 4.90 5.651
   Change 82.19% -17.44% 0.92% 17.97% 55.00% 3.72% -31.21% -37.24% -9.89% 7.22% 17.73%
Share turnover. pcs 8.728.020 8.363.161 3.982.263 4.962.617 181.611 63.360 128.844 154.825 46.565 64.319 85.493 218.132
Share turnover. million 

25.565 51.480 21.314 27.340 1.062 0.486 1.316 1.600 0.315 0.277 0.440 1.160
Number of transactions 2.122 2.892 3.606 1.719 863 864 1.066 1.074 1.711 1.267 988 1.284

0.526 0.822 0.477 0.480 0.646 0.645
 

143.640 265.335 219.051 219.450 259.350 383.439 411.768 284.088 181.545 163.590 195.510 225.475
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34%
OJSC "Gazprom"

16%
  LLC "ITERA Latvija"

2.8%
 Others

47.2%
"E. ON Ruhrgas 
International GmbH"

million more than a year before. In terms of the stock 

market capitalisation, the company ranked number one 

among companies listed on "NASDAQ OMX RIGA" and 

number four among those listed on "NASDAQ OMX" in 

the Baltics. In the previous reporting period, the compa-

ny ranked number one and number eight respectively. 

Meanwhile, the share turnover at "NASDAQ OMX RIGA" 

than in 2010.

-

2011. The proposal is pending review at the general 

meeting of the company's shareholders. The amount to 

20.0% compared with 2010 and will be the highest ever 

on the market.
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of Latvia grew by 5.5% in 2011, 

including a rise of 5.7% year-on-

although the reporting year saw 

a reduced consumption of energy 

and energy resources, such a 

tendency of economic growth suggests an imminent 

increase of energy consumption in the future.

According to provisional data of the Central Statistics 

that of 2010. The volume of electricity generation 

reached 6093 GWh, which is by 8% less than the year 

before. Net import of electricity in 2011, however, saw 

an increase by 43%. 

Daugava River and the mild winter. These factors 

resulted in a lower output at the hydro power plants of 

the Daugava cascade and at the thermal power plants.

While households consumed 8.6% less electricity, the 

industry sustained its positive trend with an increase of 

5% in the reporting year.

Total natural gas consumption in 2011 reached 1561 

million m3, which is by 12.7% less than the year before. 

The sharpest drop in sales year-on-year was recorded 

outdoor air temperature resulted in a reduced demand 

for thermal energy, thus the cogeneration plants 

consumed less natural gas. 

natural gas in the energy resources market were the 

price, as well as the increase of taxes for natural gas 

during the reporting year.

The agreement signed in December 2010 between the 

a reduction of the natural gas prices by 15% provided 

the conditions are the same as when the previous price 

calculation formula was applied. A key condition was 

to keep the previous natural gas consumption volumes. 

A new agreement with terms and conditions similar to 

those of the previous supply contract was also signed 

for 2012.

applied to natural gas was raised from 10% to 12%, but 

this factor did not prevent the natural gas prices from 

by 6% for households using natural gas for heating and 

households are revised once in 6 months.

depending on the purchase price. Due to a favourable 

2010. However, by the end of the year, with the rapid 

rise of the prices of oil and its products, which the 

back to their pre-2011 level.

customers, thus the tax rose to 22%. Moreover, natural 

gas used in household stoves and heating, as well as in 

heat and electricity production was applied an excise 

for heating, while the price of excised natural gas for 

industrial consumption went up by 5-6%.

The resolution to expand the range of users liable to the 

excise tax with the inclusion of electricity generation 

it on the need for additional budget consolidation 

measures.

Against the backdrop of other member states of the 

Natural Gas iN the ENergy 
Resources MarKet
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among the lowest in Europe. 

According to the estimates of "Eurostat", the industrial 

customers in Latvia had the sixth lowest natural gas 

lowest in the second half of 2011. 

The data of "Eurostat" show that in the second half of 

2011 the industrial customers in Latvia (consumption 

 

In the household segment, the prices in Latvia in 

In the second half of 2011, the Latvian households 

According to the data of the CSB, the structure of 

natural gas consumption is still distinctly dominated 

by the conversion sector, the share of which has grown 

by 3% over the year reaching 68%.

In 2011, 84 cogeneration plants with the total electric 

in Latvia, generating 3122 GWh of electricity and 4175 

of thermal energy produced. 

Over the reporting year, the number of cogeneration 

 

by 18.7 MW or 1.95%. In 2011, 92.3% of cogeneration 

plants used natural gas to generate electricity and heat. 

The year 2011 saw a further reconstruction of the Riga 

capacity of both power units of the Riga TEC 2 in 

cogeneration mode will reach 811 MW, thus this power 

plant will remain the biggest gas consumer in Latvia.

terminal in Latvia or any of the Baltic States was still 

topical in the reporting year.

natural gas terminal was conducted by a consortium 

of the British companies "GL Noble Denton" un "Energy 

Contract Company". Having analysed 22 possible 

locations of a terminal in the Baltics, the experts 

named Riga as the optimum location for such a project 

main advantage. 

During international negotiations, the Latvian 

government also insisted on the selection of Riga as 

the place of construction. However, at the meeting 

of the European Transport, Telecommunications and 

Energy Council held in Brussels on November 24 

Latvia, Lithuania and Estonia failed to agree upon the 

construction of a regional LNG terminal, therefore 

the European Commission decided to conduct an 

independent feasibility study to determine the most 

advantageous location for implementing the project 

from economic aspect.

of energy in Latvia was the "Energy strategy 2030" 

in 2012. The document states that, considering the 

substantially lower intensity of emissions and the 

market development in the world, natural gas along 

with renewable energy resources will have a dominant 

At the same time, the authors of the strategy do not 

expect an increase in total natural gas consumption in 

Latvia by 2030, whereas its structure is likely to change, 

heating systems. 

infrastructure of Latvia has been ranked third in the 

and in the long term also shale gas into the common 

gas import terminal and, depending on the demand, the 

in the strategy as further directions of development of 

the infrastructure.

It is planned that natural gas received from the 

depend on the development of the regional market and 

As pointed out in the "Energy strategy 2030", Latvia is 

the geographic centre of the Eastern Baltic region where 

the gas supply system has been historically designed to 

operate from a single centre, Latvia, where the region’s 

only underground gas storage facility is located. Hence, 

the functions of the regional transmission system 

Latvian gas transmission system operator.
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ccording to the data of the 

natural gas actually sold in 2011 

reached 1561 million nm3, which 

is by 227 million nm3 less than 

in 2010 when 1788 million nm3 

of natural gas was sold in Latvia. 

However, in terms of natural gas 

consumption in the energy sector, the reporting year 

saw the maximum growth of last six years. 

In 2011, the energy sector consumed 67% or 1046 

million nm3 of natural gas sold in Latvia, while 

manufacturing consumed 13.7% (213 million nm3

utilities and commercial companies 10.8% (169 million 

nm3 3

The reporting year saw a growth of the number of 

on January 1, 2011 to 442 582 on January 1, 2012.

The total number of new connections in 2011 reached 

114 apartments with heating and 6 apartments with 

gas stoves. Compared with 2010, the number of new 

connections grew by 10% or 110 connections.

Out of 241 connections of capacity increase made 

in 2011, in 205 boilers were installed at apartments 

The structure of customers indicates that the trend seen 

was a further decrease in the number of households 

using gas stoves only, while the number of households 

water boilers increased. 

Just as in previous years, the largest number of new 

connections was recorded in Riga and the family house 

areas in its vicinity, which accounted for 63% of new 

137 new connections or 14% of total were established 

units accounted for less than 5% of the total number of 

new connections.

The total consumption by the new connections in 2012 

is projected around 15.4 million m3 of natural gas. 

The households, dominating in terms of number, are 

expected to consume only about 2.2 million m3 of this 

m3. The major contributor among the latter will be 

DevelopmeNt
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–  

the new cogeneration plants, which are expected to 

consume around 12 million m3 of natural gas in 2012. 

In the reporting year, the number of industrial customers 

grew by 30, while that of commercial customers by 82. 

Heat generating companies are still interested in using 

natural gas to produce electricity in cogeneration, thus 

also reducing their costs of thermal energy. 

In 2011, six new cogeneration plants were connected 

to the natural gas distribution networks in Latvia. The 

cogeneration plant of the JSC "Olenergo" in Olaine is 

expected to consume around 5780 thous. m3 in 2012, 

in Daugavpils about 2100 thous. m3. 

customers for an increase of capacity.

It should be noted that the actual natural gas 

consumption of the new industrial customers connected 

in 2011 in the year of connection was by 1442 thous. m3 

or 195% higher than in 2010 and by 1002 thous. m3 or 

85% higher than anticipated. 

 

The reporting year saw an increased activity in the 

segment of industrial customers. In 2011, 266 industrial 

the employees of the company regarding options of 

gas supply, technical solutions, appliances and their 

In the reporting year, 133 detail designs of industrial 

customers were coordinated and 61 connection 

contracts were concluded, with the total connection 

technical regulations for the design of gas distribution 

pipelines, branch lines and interior lines and for capacity 

increases. 

In the reporting period, the company also processed 

the formalities for several large-scale construction 

objects due for implementation in 2012, notably the 

establishment of connection for seven industrial 

In 2011, new gas distribution pipelines in the total 

length of 35.8 km were built in Latvia. The total 

building 24.6 km of gas pipelines. 

Overall, 100 objects were put into operation in 2011, 

including 30 objects under the company’s investment 

contracts. The biggest project of the distribution system 

during this time was the replacement of high- (P < 

In order to ensure the prospective development of 

construction objects of gas supply systems budgeted 

for 2011.

In 2011, 1,333 contracts on an object’s connection to 

gas distribution pipelines were concluded. This is by 

197 more than in 2009 and by 203 more than in 2010, 

mostly under contracts envisaging investments by the 

75%

1% 9%12%3%
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Since the beginning of 2011, 508 contracts without 

the company’s investments and 107 reconstruction 

contracts have been signed as well. 

individual consumers. The contracting entities also 

included 27 industrial and 132 commercial customers, 

while 283 contracts were signed due to a need for an 

increase of capacity. 

 

the investment recoupment plan for construction 

objects by attracting new natural gas consumers for 

the gas pipelines already built. The highest activity of 

customers during this time was recorded in Riga and 

its vicinity, and more than 2,400 potential customers 

were addressed by implementing marketing activities 

The company’s Customer Promotion Department also 

procedure, reviewed the situations as to the application 

of the connection fee and connection costs for apartment 

to setting the total connection costs for connecting 

the natural gas users’ gas supply systems to the gas 

distribution pipelines and the increase of permissible 

load.

consumers, as potential and existing customers are 

attraction. 

The employees of the company’s Customer Service 

Centre in Riga received 55,049 customers over the 

reporting year, i. e. 219 customers on average daily. 

The company’s Contact Centre received 179,526 

incoming and made 43,043 outgoing calls to customers 

over this period. The total number of contacts serviced 

grew by 3% compared with 2010, while the number of 

faxes and e-mails sent increased by 92%. 

In order to promote the use of e-services, the employees 

of the possibilities of using the e-portal, while 10,900 

persons were aided in the use of the portal. To the 

Riga.
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Energy

 1,046 million m³ 

213 million 

 

169 million 133 million
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is a gas supply object of regional 

importance ensuring a stable 

supply of this resource not only 

to Latvia, but also in Estonia, the 

Northwestern part of Russia and, if 

necessary, Lithuania. 

began on April 26, 2011 and was completed on October 

17, 2011. Over 2011, 2,261.7 million m3 of natural gas 

was injected into the facility, surpassing the volume of 

2010 by 227.3 million m3. The total volume of active 
3, i. 

e., by 308.5 million m3 more than the year before. The 

injected volumes covered the demand for natural gas 

in the heating season 2011/2012 both in Latvia and the 

neighbouring countries.

 

The company implemented this project using the co-

funding granted by the European Commission. The 

The Russian company LLC "Georesurs" ( "

was in charge of safety supervision.

Gas StoRage Facility

reconstruction was supplied by the companies OJSC 

In order to avoid cross-column gas migration, 

innovative technologies, such as cross-sectional 

substance known as thermogel, were used in the course 

of reconstruction.  

In 2009, the company concluded a contract on the 

development of a database of geographical information 

the introduction of GIS, envisaged in the contract, was 

completed in the reporting year. 

By using this information system it is possible to 

obtain the visual and technical information on any unit 

location data. The system also allows for accumulation 

of graphical information regarding the units. 

A full completion of the information system together 

with the expansion of data range is due in 2012 with 

 

with the LLC "Olimps" on the design of a gas drying unit. 

When the design was completed, the Italian company 
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drying unit began in July 2010, and it was performed by 

the adjustment and run was completed on March 30, 

2012. 

With the launch of the gas drying unit, the daily 

throughput of the gas preparation system at the 
3. Thus, the 

facility’s initial daily gas extraction capacity also grew 

from 24 to at least 30 million m3. 

In 2010, the capital repairs to the gas compression unit 

safety.

The capital repairs included a full replacement of 

power section and motor unit, an exchange of pre-

launch lubrication pump and pneumo-engine, as well 

as a replacement of plate-type valves with mushroom-

design "CECO" valves. The components were supplied by 

Inc." and "CECO", while the repairs were carried out by 

The capital repairs were completed in May 2011. The 

properly without a single unapproved stop in the pro-

cess of natural gas injection. 

-

-

The preparation of concept included an analysis of the 

-

years to ensure a safe operation of the facility. 

Within the framework of the concept, a schedule of in-

to 5.5 billion m3, featuring a calculation of the invest-

ments needed for such a scenario of development. The 

million m3
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he functions of natural gas 

transmission system operator at the 

the operation unit "Gas Transport". 

The company’s natural gas 

transmission system consists of gas 

 

electrochemical protection of underground pipelines, 

communication and remote control lines, the information 

system SCADA, as well as the commercial international 

"Gas Transport" ensures natural gas reception and 

distribution system in Latvia and abroad. "Gas Transport" 

is also in charge of gas pressure regulation in the natural 

odorisation and commercial metering.

The reporting year saw a further reconstruction of the 

the Daugava River. This project, commenced in May 

2010 and co-funded by the European Commission, was 

with the involvement of subcontractors.

The key stage of the project was the laying of the 

suspended in the winter of 2010 were resumed in April 

2011 when in co-operation with the German company 

"LMR Drilling" the laying of pipeline was completed, 

followed by the connection of GTP valves to the newly-

laid pipeline on both banks of the Daugava, as well as 

Daugava. 

The reconstruction of the underwater passage of the GTP 

employees of the Line Maintenance Service of the unit 

"Gas Transport" took part in all key works at the object. 

Activities near the underwater passage of the GTP Riga-

August and September, in co-operation with the LLC 

unit was connected to the existing gas pipelines. In 

of a new pig receiver and the replacement of a line valve, 

as well as connected the newly-built valve units to the 

During the reporting year, based on an inspection 

conducted earlier, "Gas Transport" carried out a large-

The sections due for restoration were selected 

based on the inspection and advice by the 

internal diagnostics and the recommendations by the 

Physical-Technical Institute of Belarus.

The restoration of the outer anticorrosive coating, 

encompassed pipeline sections in the total length of 

In the reporting period, the employees of the Line 

Maintenance Service of the unit "Gas Transport" took 

charge of the acceptance of coating restoration and the 

as well as participated in all key works at these objects.

In December 2011, the coating was also repaired on the 

casing pipe.   

The reporting period saw the construction of numerous 

launcher and receiver units for cleaning and intelligent 

pigs and the replacement of outdated line valves of 

gas transmission pipelines with new ones, the internal 

throughput of which ensures a free movement of pigs 

along the pipelines. 

With a view to continue the internal diagnostics of the 

gas transmission system pipelines and to eliminate 

the defects already found, the company performed 

these and other repairs in co-operation with the LLC 

Gas TRaNsmissioN
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construction of a reduction unit without interruption 

underwater passage of the said gas pipeline across the 

Ciecere River was repaired together with a replacement 

of a section of 65 metres. 

GRS gas pipeline was connected to the GTP Riga-

Daugavpils.

pigging and to raise the level of safety at the gas pipelines 

of the gas pipeline was replaced in November 2011. 

Several sections of the pipeline, found to be defective 

diagnostics, a damaged pipeline section of the GTP 

Pskov-Riga of 108 metres in length, located in a casing 

November 2011.

In order to improve the operation safety for the GTP 

the pipeline for a safe inspection and repair of defects. 

October 2011.   

Diagnostics Completed on 85%  of 
Gas Pipelines

The internal diagnostics of gas pipelines and a due 

elimination of damage found thereby are major 

preconditions for seamless performance of the gas 

transmission system. By the end of 2011, internal 

diagnostics covered already 85% of the total length of 

gas transmission pipelines, except for branch lines to 

GRS. 

Another reason for implementing the internal diagnostics 

of pipes is to determine the maximum permissible 

operation pressure in pipelines and to maintain a higher 

During the reporting year, the diagnostics of four 

pipelines of the gas transmission system was carried out 

The year 2011 saw a further internal diagnostics 

contamination of the pipeline during pigging, three 

cleaning pigs had to be cut. 

company managed to complete the internal diagnostics 

of this pipeline within the reporting year. 

Also in 2011, the GTP Riga-Daugavpils underwent 

a repeated internal diagnostics, which included the 

launch of both a cleaning pig and a contour meter. The 

diagnostics of this pipeline will continue in 2012.

During the reporting period, diagnostics also took place 

on the gas pipelines connecting Latvia and Lithuania, 

In August 2011, the system of natural gas transmission 

the inspection data yielded 67 possible spots of methane 

a detailed survey of the spots indicated.

In 2011, twenty three GTP passages across rivers were 

inspected both visually and with measuring devices. 

Based on the results of inspections conducted in 

previous years and in compliance with the programme 

17 underwater passages were repaired during the 

reporting year. These repairs took place based on the 

data obtained during the walking surveys of GTP and 

the route inspection with a helicopter. 

Moreover, the external anticorrosive coating was also 

restored on gas pipeline crossings over small rivers, 

brooks and ditches. 

the "ground-air" coating and repaired the fencing at 10 

GTP objects. Over the reporting period, eight outdated 

cathodic protection stations saw reconstruction and are 

now capable of operating in automatic mode and linked 

with the SCADA system.

See map on p.19
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ccording to the results of 

a workforce survey by the 

Latvian Central Statistics 

Bureau, 862,800 people were 

employed in Latvia in 2011. 

The number of job seekers 

reached 166,100 or 16.1% 

of the economically active 

population, i. e., almost one 

percent less than the year before. The costs of one-hour 

year-on-year. In the energy sector, which was less 

increase was 0.1%.

most desirable employer in Latvia. 

As at the end of the reporting year, the company employed 

1,272 people, which is by 15 more than the year before. 

54% of the employees worked at gas distribution, 

the previous year, there was an increase of the number 

of employees at gas distribution and sales.

The company keeps supporting its employees in 

specialised courses, seminars and experience exchange 

programmes.

The number of employees with a higher education rose 

by 1% against 2010 and reached 32%. The company 

predominantly employs people with a secondary special 

PersoNNel

a secondary education.

In 2011, the costs of the employees’ professional 

at the higher education establishments of Latvia, with 

studies in the speciality of gas technologies as priority, 

the company granted material backing to 23 employees 

from the 2nd term of the academic year 2010/2011 

2011/2012. 

attended master courses at the Russian State Oil and 

employee began 1st year studies. There are currently 

ten graduates of the said university working at the 

company, and eight of them have held the JSC "Latvijas 

10%
 131

10%
 130

1%
19

54%
671

12%
152

13%
169
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Employees

47% of the employees have between 11 to 30 years of 

 

45% - with less than ten years of standing. This indicates 

of experienced employees ensuring the inheritance of 

experience and knowledge. 7% or 88 employees are 

specialists with more than 31 years of service at gas 

supply, while 13 employees have been working at 

gas supply for more than 41 years. The structure of 

employees of the company is consistent, and its changes 

do not pose risks to the company’s operation in general.

The structure of age of the company’s employees 

remained almost unchanged in the reporting year. The 

As at December 31, 2011, there were 72 retirement-aged 

employees at the company, which is 41% less than in 

2010. This group accounted for 5.7% of all employees. 

The company still has many employees over 61 years of 

age. Although the proportion of this age group fell by 

1% in the reporting year, at the end of the period they 

comprised 9% of the people employed by the company.

31% of the company’s employees are women and 69% 

are men. This ratio has been constant for a long time, 

character of work of the company. 

Training Centre

In 2011, a new information system was introduced at 

the Training Centre of the company. The reporting year 

Overall, 1,551 specialists attended the Training Centre 
in the reporting year, including 727 employees of the 
company. In comparison with 2010, the number of the 
company’s employees instructed at the Training Centre 

the cyclical nature of training process for the employees 

grew substantially from 882 hours in 2010 to 1986 

hours in 2011, whereas for invited freelance instructors 

the load decreased. 
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n the reporting year, the company had 

three main directions of international 

co-operation. It continued the 

previously commenced co-operation 

with the institutions of the European 

German and Russian shareholder 

industry.

In 2011, based on the Regulation No.994/2010 of the 

European Parliament and of the Council concerning 

measures to safeguard security of gas supply and 

in collaboration of representatives of the Latvian, 

Lithuanian and Estonian Ministries of Economics and 

Energy, regulators and gas companies, a document of 

regional risk assessment was drawn up.

On the basis of an analysis of scenarios of gas supply 

disruption, this document features particular projects 

to be implemented with a view to enhance the regional 

security of gas supply. The analysis of scenarios 

utmost importance for a secure gas supply of the 

region. The Baltic States approved the document in 

March 2012.

Within the framework of the European Energy Program 

for Recovery (EEPR

colleagues from the Lithuanian company "Lietuvos 

Dujos" AB continued the implementation of the project 

designed to increase the capacity of the Latvian-

Lithuanian interconnection. The Latvian part of the 

project included the construction of a gas pipeline 

With regard to the said project, in September 2011 

Court of Auditors and the European Commission 

and construction of pig receiver". The audit found no 

infringements in the implementation of the project.

Jointly with gas transmission system operators from 

development of the Gas Regional Investment Plan 

(GRIP

Market Interconnection Plan . 

According to the Regulation of the European Parliament 

and of the Council on guidelines for trans-European 

energy infrastructure, the inclusion of the said co-

operation project in GRIP is one of the preconditions 

for obtaining the status of a project of common interest 

The European Network of Transmission System 

Operators for Gas (ENTSOG

implementation of this plan. 

The reporting year saw a further successful co-operation 

with specialists of the enterprises and subsidiaries of 

and "E. ON Ruhrgas International GmbH". 

The main directions of co-operation were a further 

of operation safety of the gas supply system, issues 

of operation of gas transmission pipelines, gas 

pipeline inspections using intelligent pigs and other 

technologies, as well as work with customers etc.

INterNatioNal  
Co-operation  
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Map of street lighting in Riga, 1930

In September 2011, a delegation of employees of 

Europe GmbH" in Germany and visited the Dispatcher 

"E. ON Gas Storage GmbH".

Also in the reporting year, all gas transmission pipelines 

CHARM technology. This job was performed by the 

specialists of "Open Grid Europe GmbH", a subsidiary 

of "E. ON Ruhrgas International GmbH". The German 

specialists introduced not only the employees of the 

In the reporting year, the company took part in the 

DVGW 

, the 

World Energy Congress, "Eurogas", "Baltic Gas", as 

well as the Inter-republic Association for Applied and 

Science-Technical Gas Co-operation. 

Network of Transmission System Operators for Gas 

 and became an associated partner of this 

operation. ENTSOG was founded in 2009 and currently 

incorporates 39 members and two associated partners 

from 24 European countries.

2011, especially in terms of training. Specialists of the 

In 2011, employees and specialists of the JSC "Latvijas 

and exchanged information with foreign colleagues in 
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successful and socially responsible 
company that is well aware of its 
responsibility towards the society. 

the areas and projects that help 

education, science, culture, sports 
and environment protection or 

projects uniting the society in the name of a better 

in the improvement of production technologies and 
infrastructure and in environment protection, thus 
facilitating a sustainable economic, environmental and 
social development.

purposes of culture, art, education, science and charity, 

particular events and activities.

The company has close links with both the largest 

In the reporting year, the foundation "Riga Technical 

be spent on scholarships for students majoring in gas 
technologies, as well as for the support of outstanding 
Latvian scientists and prospective scientists. The 
company supported the publishing of the third part of 

was unveiled. It features 118 main supporters of the 

transplantation in Latvia in early 2011 at the Pauls 

The Latvian Academy of Sport Education, for its part, 
was funded the preparation and publishing of the book 
of historical descriptions and photos regarding the 

Culture 

In order to preserve the national cultural heritage 
of opera and ballet, to develop the culture of opera, 

in Latvia and abroad and ensure the accessibility of 
global achievements in the culture of opera, ballet and 
music, the company makes an annual donation to the 

theatre season is inaugurated by the ceremony of the 

winners. 

The company’s contribution to the Hermann Braun 

and "Winterfest" has also become a tradition. In 2011, 
additional support was rendered to the cycle of concerts 

by the foundation. 
Just as in previous years, the company also contributed 

Non-classical music was not neglected in 2011 either. 

Local and Regional Governments received funding for 

artists.
In 2011, the company also supported the events 
dedicated to the 80th anniversaries of the prominent 

Moreover, support was rendered to the Mikhail Chekhov 

A. Ostrovsky, new productions of the Latvian National 
Theatre, as well as for an art exhibition at the Large Hall 
of the Daile Theatre in relation to the main staging of 

CoRpoRate Social  
Responsibility
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the season 2011/2012 "Romeo and Juliet".
The Latvian State Historical Archives, for their part, were 

maintenance of the ensemble of said cemetery.

 

which rendered support to a variety of activities of 

instance, the company helped transport the hospital 
beds furnished by the German Embassy in Riga to the 
Latgale Region social care centres. 

the Embassy of the Republic of Latvia in the Russian 

proclamation of independence of Latvia.

Charity

In 2011, the company continued the tradition of helping 

the fund and supported by the company include the 
large-scale Christmas charity concert at the Riga 
Latvian Society House, traditionally a part of the charity 

for children from orphanages and those from socially 
disadvantaged families.
In the reporting year, support was also rendered to the 

Society of Disabled Persons.

In the reporting year, the company also collaborated 

to sports in Latvia, having aided the development of the 
Latvian Olympic Movement and professional sports for 

over a decade. 
The company has been supporting the Latvian Olympic 
Committee since 1997. The company’s contribution 
is allocated for co-funding the best athletes who 
are training for the Olympic Games as the Latvian 
Olympic Team members, or entering other professional 
competitions. In 2011, the company was also among 

national teams of basketball and volleyball.

funding for the training and preparation of the Latvian 
strength athletes and for their participation in the 
Latvian championships and a variety of international 
tournaments. The company also supported the 
participation of Jolanta Logina, a female strength athlete 

championships and various international tournaments.

youth, junior and adult national orienteering teams of 
competed in international orienteering events and in 
the Latvia Cup rounds.

Championships in standard dances and the traditional 

The employees of the company actively participate in 
public events, for instance, the Riga marathon, the skiing 

ice-hockey and basketball teams. In the reporting year, 

the Double Amateur League. 

back to 1995, which was a very hard time for students 
and scientists. Since then, almost 170 young people 
have become holders of the scholarships funded by 

engineering and medical sciences are also presented. 
The goal is to promote the development of science 
and modern technologies in Latvia concerning gas, 
heat engineering and related branches of chemical 
technology and to appreciate the contribution of the 
Latvian scientists, practitioners and would-be scientists 

importance, also enjoys the support from the company.
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In 2011, the company implemented 

its environmental policy under 

and economy of resources. The 

environmental policy of the JSC 

featured the following objectives:

protection and economic activity;

promote mutual understanding with the state 

and municipal institutions and the society in 

general;

environmental impacts of economic activity, the 

analysis and assessment of causes thereof;

of normative acts;

During the reporting year, the company successfully 

natural gas storage, transmission and distribution 

systems. 

   
One of the key achievements of the environmental 

policy implemented was the B-category permit of 

Regional Environmental Board. 

The previous permit issued for the object expired in 

the reporting year. In order to obtain a new permit 

environmental normative acts, the Operation and 

Technical Department of the company developed a 

document identifying and comprehensively describing 

the sources of emissions from the technological objects 

The said sources were calculated and the emission 

volumes substantiated, on the basis of which the 

emission limits.

 

The responsible state authorities passed another resolu-

The resolution No.40 adopted on September 2, 2011 

by the Ministry of Environmental Protection and Re-

gional Development of the Republic of Latvia, whereby 

granted a higher number of free greenhouse gas emis-

sion allowances, was important for the company both in 

environmental and economic terms. 

The Ministry’s resolution applies to the period of 2008 

to 2012, and the increase of greenhouse gas emission 

allowances is 20%. 

full amount of greenhouse gas emission allowances 

the period till 2012.
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he Joint Stock Company 

company engaged in natural gas 

transmission, storage, distribution 

and sale. In 1997, the Energy 

Supply Regulation Council of the 

Republic of Latvia issued to the Company exclusive 

licences for the provision of regulated public services 

issued to the Company a licence for natural gas sale till 

Law, the Company is a natural gas supply system 

operator, which ensures uninterrupted and safe natural 

gas supply to customers in Latvia, avoiding overloads 

of system capacity. 

Over the reporting year, the users were supplied 1,561.4 

million m3 of natural gas. In comparison with 2010, 

natural gas sales in m3 fell by 12.7%. The decrease of 

natural gas sales stemmed from the relatively high air 

investments of heat supply companies in the use of 

renewable energy sources and partial replacement of 

the natural gas purchase prices set for Latvia have 

reached the level of the natural gas market of European 

In 2011, natural gas was sold to the customers for the 

24, 2008, which under the resolution No.258 "On the 

procedure of application of resolution No.247" of the 

tax.

the natural gas sale price, which changes with a step 

3 depending on the actual natural gas 

consumption over 25,000 nm3, the applicable natural 

users with the annual natural gas consumption up to 

25,000 nm3

July 1.

natural gas consumers also changed due to tax changes, 

natural gas supplied to households was revoked, while 

natural gas used as fuel was applied an excise tax of 12 
3 3

In 2011, the Company sold natural gas and provided 

from the net turnover of 2010, with the expenditures 

the structure of net turnover resulted from changes 

in the natural gas sales volume and the natural gas 

Over the season of 2011, 2.26 billion m3 of natural gas 
3 

was withdrawn. Compared with the season of 2011, the 

volume of natural gas injected grew by 11.3%, whereas 

that of natural gas withdrawn remained at the level of 

the previous season. 

business activity was 7.7% in 2011 and 7.5% in 2010.

expansion of distribution networks and the renewal of 

the end of the year reached 442,600.

On August 17, 2010, the Company received the 

Board Report
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Commission dated August 13, 2010 on the award of 

under the EC Regulation No. 663/2009 on gas and 

electricity interconnections. With this resolution, the 

construction of a gas passage under Daugava and a pig 

Lithuania and Latvia in emergency situations.

year, and the reconstruction of a gas drying unit at 

the CS-1 was also completed in 2011. The object was 

commissioned in January 2012 with the total project 

the reporting year.

The elimination of damage found during the diagnostics 

renovation of gas pipelines. The construction of an 

underwater gas pipeline under Daugava and a pig 

the construction of gas distribution pipelines and the 

repair of coating on the gas pipeline from GRS "Riga-

the reporting year.

The reconstruction of GRS "Riga-2" also began in 2011, 

in the reporting year. The works are due for completion 

in 2012.

The year 2011 also saw completion of the replacement 

Measures

In order to ensure uninterrupted natural gas supply 

to users and safe operation of the gas supply system 

in long term, the Company has developed the "Plan of 

measures for the improvement of safety of the gas sup-

2010-2015". It has been prepared based on the con-

-

GmbH", "E.ON Ruhrgas International AG" and other 

-

The plan of measures envisages investment in safety 

new objects and the enhancement of gas supply stabil-

ity in the whole region. 

-

-

The operation of the Company is exposed to a variety 

-

tuation of foreign currency rates and interest rates. The 

-

cial state of the Company.

-

tuation of foreign currency rates as the gas purchase 

-

-

cerns debts to suppliers is kept under control by hold-

ing a considerable part of cash assets in deposits of the 

respective currency.

As of the end of the reporting year, the Company has no 

loans, thus it is not subject to interest rate risk.

-

sist of customer debts and cash. The Company is ex-
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posed to a considerable degree of credit risk because a notable share of the net turnover applies to a limited num-

–

debtors as at December 31, 2011 comprised 21.8% (in 2010 –

The Company has introduced and observes a credit policy that envisages selling goods on credit only to customers 

with a good credit history, controlling the amount of credit set for each customer. 

The customer debts are shown at their recoverable value. The Company’s partners in monetary transactions are 

meeting liabilities in due time.
 

On January 23, 2012 the Board of the Company agreed to sign an agreement with JSC "BDO" on revaluation of the 

  

  

Some members of the Council and the Board of the Company hold shares and interests at numerous companies 

registered in the Registry of Enterprises of the Republic of Latvia, and they perform managerial functions there. 

Over the reporting year, the Company has not executed transactions of considerable amount (except for those listed 

Information of the shares of the Company held by members of the Board and the Council of the Company is avail-

able at the Board of the Company.

Having regard of the investments in the improvement of the system operation safety, the expansion of the gas 

pipeline network and the attraction of new customers made in previous years and in the reporting year, as well as 

considering the situation in the fuel market of Latvia, the Board of the Company believes that in 2012 the Company 

will continue successful development and take a stable place in the fuel supply market.

Chairman of the Board      

Riga, April 27, 2012
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Summary fiNaNcial 
statemeNts

Net sales

3 41,761,533 38,671,903 59,421,308 55,025,161

penses

16 31,431,923 31,327,886 44,723,597 44,575,566

ing year

20 27,175,200 26,466,382 38,666,826 37,658,269

distribution 25,696,249 24,922,246 36,562,468 35,461,161
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LVL LVL

Assets

I. Intangible assets:

Total intangible assets: 2,075,950 2,229,241 2,953,810 3,171,924

transmission system

315,129,884 316,989,625 448,389,429 451,035,602

1,898,428 3,201 2,701,220 4,554

319,104,262 319,222,067 454,044,459 454,212,080

Current assets

76,627,746 35,203,468 109,031,459 50,090,022

III. Debtors:

Total debtors: 33,780,344 37,852,059 48,065,100 53,858,628

9,206,930 198 13,100,282 282

V. Cash and bank: 25,057,210 37,572,880 35,653,197 53,461,392

Total current assets: 144,672,230 110,628,605 205,850,038 157,410,324

Total assets 463,776,492 429,850,672 659,894,497 611,622,404
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LVL LVL

Liabilities

Shareholders’ funds:

reserve

Total shareholders’ funds: 345,536,764 338,960,474 491,654,521 482,297,303

Creditors:

Long-term creditors:

 Total long-term creditors: 51,059,053 46,884,161 72,650,486 66,710,150

Short-term creditors:

Total short-term creditors: 67,180,675 44,006,037 95,589,490 62,614,951

Total creditors: 118,239,728 90,890,198 168,239,976 129,325,101

Total liabilities and shareholders’ funds 463,776,492 429,850,672 659,894,497 611,622,404



PAGE 39

LVL LVL

investments 

revaluation 

reserve reserve earnings Total

LVL LVL LVL LVL

Balance as at 31 

December 2009 39,900,000 14,320,210 186,218,357 61,706,378 26,915,185 329,060,130

reserves

assets

ity arising on the 

assets

Balance as at 31 

December 2010 39,900,000 14,320,210 185,612,319 64,076,387 35,051,558 338,960,474

reserves

assets

ity arising on the 

assets

Balance as at 31 

December 2011 39,900,000 14,320,210 184,963,409 69,048,633 37,304,512 345,536,764
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investments 

revaluation 

reserve reserve earnings Total

Balance as at 31 

December 2009 56,772,585 20,375,823 264,964,851 87,800,266 38,296,858 468,210,383

reserves

ity arising on the 

assets

Balance as at 31 

December 2010 56,772,585 20,375,823 264,102,536 91,172,485 49,873,874 482,297,303

reserves

ity arising on the 

assets

Balance as at 31 

December 2011 56,772,585 20,375,823 263,179,221 98,247,353 53,079,539 491,654,521

Changes in Statutory reserves can only be made with shareholders’ approval. Revaluation reserve and share pre-

mium cannot be distributed to shareholders.



PAGE 41

LVL LVL

Adjustments for:

investments

penses

Adjustments for:

3. Cash generated from operations 39,991,314 41,517,662 56,902,513 59,074,312

32,760,400 40,898,423 46,613,850 58,193,214

(28,878,447) (23,175,830) (41,090,329) (32,976,236)

(16,397,623) (15,960,000) (23,331,716) (22,709,034)

Net (decrease) / increase during the reporting 

(12,515,670) 1,762,593 (17,808,195) 2,507,944

the reporting year 

reporting year 25,057,210 37,572,880 35,653,197 53,461,392
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in Commercial Register with common registration number 4000 300 0642. The Company’s main shareholders are 

Republic of Latvia. 

The accounting policies used by the Company are consistent with those used in the previous accounting period.

Sales are recognised upon delivery of gas or performance of services. Net sales represent the total of goods and 

purchase cost of natural gas, which is used for determination of applicable natural gas selling price for the following 

received and delivered gas are used in the calculation. Actual purchase costs of natural gas are calculated based on 

volume of gas received from suppliers. The part of income to be written down in the next reporting periods related 

Accrual of interest income is ceased if its recoverability is uncertain. Based on prudence principle, penalties, 

to the income statement systematically over the expected lives of the related assets.

The Company maintains its accounts in Latvian Lats. All transactions denominated in foreign currencies are 

converted to Lats at the exchange rate set by the Bank of Latvia prevailing on the day on which the transactions 

took place. Monetary assets and liabilities denominated in foreign currencies are translated in Lats in accordance 
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losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of 

31.12.2011. 31.12.2010.

0.544 0.535

0.702804 0.702804

Intangible assets are recorded at historic cost net of accumulated amortisation and impairment charge. Amortisation 

is calculated on a straight-line basis to write down each intangible asset to its estimated residual value over its 

estimated useful life. Generally, intangible assets are amortised over a period of 5 years.

over its estimated useful life using following rates set by management:

 %  per annum

Buildings 1 - 3

Gas transmission system 2  - 2.5
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of the item can be measured reliably. Such costs are depreciated over the remaining useful life of the related asset. 

loss account.

Gains or losses on disposals are determined by comparing carrying amount with proceeds and gains from related 

are incurred.

(g) Inventories

purchased. Materials, spare parts, gas meters and other inventories cost is determined by the weighted average 

method. Direct labour, other direct costs and related production overheads are recognised on an accruals basis and 

Inventories are recorded at the lower of cost and net realisable value. Net realisable value is the estimated selling 

price in the ordinary course of business, less the costs of completion and selling expenses. When the net realisable 

value of inventories is lower than its cost, provisions are created to reduce the value of inventories to its net 

realisable value.

Accounts receivable are recorded in the balance sheet at their amortised cost less provisions made to cover 

anticipated loss on bad and doubtful accounts receivable. Provisions for bad and doubtful accounts receivable 

are established when there is an objective evidence that the Company will not be able to collect all amounts due 

according to the original terms of receivables. The amount of provisions for bad and doubtful accounts receivable 

Other long-term investments are disclosed at the cost less provisions created to cover losses on other than 

temporary diminution of value of investments. Assessment of investments is made each year based on latest 

Corporate income tax for the reporting period is included in the annual accounts based on the management’s 

calculations prepared in accordance with Latvian Republic tax legislation.

of assets and liabilities and their carrying amounts in the annual accounts. The deferred tax is calculated based 
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and doubtful debts where the management is of the opinion that they will meet the criteria stated in Article 9 of the 

law "On Corporate Income Tax", and other accrued expenses and provisions for write down to net realisable value of 

tax gain is shown in the notes to the annual accounts. 

Accrued liabilities are recognised when the Company has a present legal or constructive obligation as a result 

estimate of the amount of the obligation can be made. 

Amount of accrued unused annual leave expenses is determined by multiplying the average daily wage of 

employees for the last six months of the reporting year by the amount of accrued but unused annual leave at the 

end of the reporting year.

is calculated based on current salary level and number of employees, which are entitled or may become entitled 

to receive those payments, as well as based on actuarial assumptions. Once a year an actuary evaluates these 

change in value. 

In order to comply with the "Annual Accounts Act" of the Republic of Latvia Section 29 article 4, the said income 
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those accounts.
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* This version of our report is a translation from the original, which was prepared in Latvian. All possible care has been taken to ensure that the translation 
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our report takes precedence over this translation.
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