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STATEMENT BY THE PRESIDENT
MR, TIMANTS VIEMANIS

Performance in 2004

At the Fatraordhnany Sharcholders Meeong on [ February 2005 the new LSC Council was elected,
F'Dllowing on 14 ]_'L']'_'Il'u{'ll'_'.: 2005 new members of the l[m‘nagum&nr Board were elected,

Tha 1507 shares are rraded on the Rign Srick T--"cc_‘hnngv and the pr_i{'i: dl_u:i_ng 2000 Auctuated from 35
to 54 sanums per share. The highest nise 1 shares price took place i March 2004

LSC Group profit for 2004 was 1155 71 4 million. The favourable maker matket situation and the
reversal of the ]‘.ll'l:\'llmlh!j-.' Iccuy_lﬁﬂt;t'i ilt‘.t}?'.!.'lr:'l‘-l.:m loss of the teet were the trein contrtbulors 1o these
profis drectly amd mdirectly, T comphance with 1500 pohey the Group asked for its feer valuation
froom independent professional valuers, whose esumates revealed significant difference between
W::l*.’-vl’.‘l:n I':l‘.‘tl];t:[ \".]]uc ;]J‘EL] tlielt ];L::ﬁ( 'A.Z!.lLtL'.‘l, wl‘::L.:!l I:L::-.u]H.:Ll ijl lh;' rru'r.\';ﬂ ol [1:r|.'1'|-:1:|:-i|'!,' 1'{'{,'”‘5:”1'5;_11
mnpatrtent doss of LRSS 426 million i Consolidated Income Statement for 2004 and US55 16,1
million in Consolidated Income Statement for 2003, In Consolidated Income Seiement for 20005 the
il]]i‘.ﬂ:li].‘l]lcifll lisss for PG vesseds 1 ammouns of | | EERY) erillie st wans ;||.r:'..'|.|;|_1,. n*s:n_qn.;m;d. which results

e the pet restated reversal of ]"lrv*'.'lr'n.:!-:'i'~ :'t'i‘r'lgm.l:t:d umpalrment loss of USS 6.1 milllon for 20003,

Uth'.II‘.IP; MK and 2000 several 1500 sulsadianes cnrtereed o a :cl_uﬂuﬁ:_‘;mf number of ome charrers
wiath eharterers on unusual rerms and below market value. ."';11"1('!&1-:2[1 the MANAZEIIENT Was 10| alale 1
determine the ownership of these chanterers, the natare of the trunsachions may indicate that chey

wiere with related partes,

Duning 2004 and 2003 several L5C subsidiaries entered mta a number of rransactions through an
miermediry company for the dredocking and repurs to a number of its vessels, In light of the
transactions described in the paragraph above, the nature of these wansactons may also indieate tha
thiey were with related parues.

Product Tankers

Wirh its tonnage in the range of 6.300 o 68,300 DWT LSC Group’s Product Tanker Fleet taded all
over the world with a partcularly swonyr presence m Northem Europe, Mediterranean, North Amernica
and West Afnca. Mam cargoes carned were clean/dirte perroleum produets, chemieals, methanol,
vegoills and molasses, Ir generated more than 81% of the Group’s toral Net Vovage Resulis,

At the begmmng of 2004 150 Producr Tanker Fleer consisted of 31 vessels of single and double hull
construcnon. 1 vessel was scrapped and m/t Gaida was sold duting the vear. Three 2003 vear built
vessels Kolka, Kuldia and Kaltene were purchased.  As a result the Fleer's ronnage increased to
LOTLOMD IPWT, which s bv 31000 TONT more compared o the beginning of 2004.

Year 2004 started with seasonal hugh frewstn rates backed by the favourable market condidens and stable
demand.  However, a plunge in rates, caused by the decreased oil product demand and planned
maintenance works at ey refineres. followed in the second yuarter, bt the decrease in mies were not
as sharp compared 1o 20005

The third quarter was relatvely stable with seasonal freiphin rate mncrcise starting earher than usual.




Larvizn Shipping Campany & its Subsidiadies
Annual Repart fur 2004

by |

STATEMENT BY THE PRESIDENT
MR. IMANTS VIKMANIS

ol

A sharp rrowth of freghn mies was rogstersd dunng the fourth quarter and was explaned by the
pncoming winter season, creanon of oil stocks, as well as hugh ol demand in the USA and China. In
certain matkets this period achieved record levels not seen for vears, LSC was able to achieve pood
results utihsmgr both new and older vessels mditferent markets, Untortunately the seasonal peak was a
short one and Chnstmas season marked a sharp rate decrease earlier than usual, probably caused by the
tild winter 1n Hurope.

[Tealthy spot freight rates combined with second hand and new tonnage price record levels caused
steady tine charter rate mcrease peaking i November, Pinanclal results were adversely alfecied by
vntavourable 15 dollar/ Furo exchange mite tendeney thus making Furo sone ports more expensive
Bunker poces mcreased considernbly duning vear 2004 so decreasing results.

Reefers

Dyuring 2004 the reefer eet consisted of 5 ce-class vessels with a capacity varving trom 2590000 10
RATANHY coliwe feen The (heer was toaddimoesdly L:I!JIi‘JhJ'.c:-'J et b and orher frone eeades, as owell as
carrying frozen cargoes from North Afmea, South Amerdca and North America o Russia. The net
VOvagne result from reefer 1rl?u1;i1i1111:r i 2004 was 7% ol the whole LSO G mifa’s Bl Veovape Wil is.

As 10 previous years, 2 out of the 5 vessels were lad up dunng the low season,

O the whaole, compared 1o 2003 the segment showed an inerease in freighe rares especially during the
lew season 1n the second half of the vear.

The increase of freight rates and the reversal of the previous impairment of Amata type reeférs resulted
in a profitable 2004 vear result for the reefer tleet.

LPG

L5C Group owns two modern 20.500 cubic meter LPG cartters. In 2004 the LPG Fleet penerated 9%
of the Group™ total Ner Voyaee Resols

In 2004 both vessels remained members of the Scandigas Pool throughout the vear, one of the largest in
the world, The marker {or the gas carmers 15 recovenng, with increasing demand and resulting in
increased earnings, particulasly dusing the second half of the year. Compared to 2003 the actual prowth
teached the level of 25-30 "4, Lhe sitvaten remaied favourable throughoul the whole year. Year 20004
has been the best year for 150 gas carners since their acquisinon 1 1997,

The high level of the LLPGF and Petrochercsl fases ribes could b c:x]:lamu.i l:-':.' tha ]'ligh gt mwrh rate of
SEA ccomomics and the subsequent favourable gas products price arbitrage berween SEA and USG.
Daring year 2004 there were no changes in Skanditsas pool participants.
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STATEMEN'I BY THE PRESIDENT
MR. IMANTS VIKMANIS

O amiinned
Dry Cargo
Time charternmy out of m/v Telo resultad moa stable and predictable cash- flow For tie whole year.

In July 2004 the regular ro-ro service from Ventspils to Traveminde in Germuany was discontinued.
Expenses relating to closing down the liner service were the main reason for the results of the dry-cargo
flect.

In 2004 the not vovage result of dry-cargo feet was 3% of the toral a6 Ciroup’s Net Voyage Results,
Other operations

Along with maritme ITANSPOIIAton Services rendered the Group s also involved i other shipping-
related activities. These are performed by LSC subsidianus, Considering the favourable 1onnage tax
regime adopted m Latvia, at the end of the 2004 the 7 vessels huve been reflagged to Latvia,

Outlook

Although a positive upward rrend 1n frenght rates has been nonced n 2004, there are no grounds 1o
beheve thar the upward trend waill connaue, Considenng rather high order books at wotld shipyards
and tightening regulatory regime for ol transportation it is foreseeable thar the freight rates market
should stabilise. The Furopean Union regulanons thar came into force on 21st October 2003 wall
aceclerate the phase out process of single hull tankers and ban the transportation ol heavy grades of
fuel in single-hull vessels within the BLU. Any eventual decrease in demand for maridme
transportanon services will in the first place afteat the oldest part of the fleer, since the charterers
prefer modem, reliable and safe tonnage,

The restriction by the E1/ on limiting the employment of single hull vesscls will i1 the short term cause
LSC to reduce its feet size. However, implementaton of the Fleet Renewal Programme will enable the
Group to develop and preserve its market share, since it is economically sounder to mainrain a younger
and smaller tonnage, than an older but a larger fleet. 1t 1s planned o build fourteen new vessels, of
which four with 37,000 DWT and ten with 51,800 DWT all 1o be delivered dunng 2006 10 2008, or
the purpose of financng the newbuilding programme, at the end of 2004 4 loan agreement was signexd
in the amount of U585 3600 million. The drawdown of loan is subject to guarantee agreement
approval by 1.5 Councl.

/ﬂ i
Tmants Vikmanis V

President and Chatrman of the Board of Directors of L3C,

Riga, Latvia
May 11, 2005
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STATEMENT OF MANAGEMENT'S RESPONSIBILITTES

The Board of Directors prepare financial statements for cach financial year which yve a true and fair
view of the state of affairs of the Group and of the results of the Group for that period in aceordance
with International Finanewl Reporting Standards. In preparing those financial statements, they:

* scleet sutable accounnng pohcies and then apply them o mststently,
* miake judgments and esnmates that arc reasonable and prudent;
*

prepare the financial statements on the going concerm basis unless it 18 nappropriate to presume
that the Group will continue i busimess.

‘The Board of Dircetors is responsible for keeping proper accounting records, which disclose wath
ressonable accuracy ar any ime the financial position of the Company and Group and enable them o
ensure that (nancial statements drawn up from them comply with International Financial Reporting
Standards. They are also responsible for safejuarding the asscrs of the Group and hence lor raking
reasomuble steps for the prevention and detection of fraud and other iregulaniics.

.'(
; r.‘
Imanis Vikmariis t Wl/

Chatrman of the Board of Dhirectors

Riga, Latvia
May 11, 2005
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REPDRT OF THE AUDITORS TO THE MEMBERS OF
LATVIAN SHIPPING COMPANY & IT§ SUBSIDIARIES

We have audited (he sccompanying consohidated balancs sheet of Latvizn Shipping Comprmy & it S‘l:lbﬁ‘ilﬁl:il.'ﬂ:lﬂ al Al
December 2004 and the related coneolidared stements of income, tush fows aod chanpes ia sheteholders” equiry for the
year then ended. ‘These consalidaced fmaneil strements azs the sesponsibilny of the Management Board appointed l|:|:|.1.114
Fehmary 2005. Ous respansibility is 0 #Xpress as gpion oo these consolidated financial statements based on our audit.
This report i made solely to the company’s sharcholders as a body. Our gudit wodk has been undestaken so that we moapht
state to the cowpany’s members those mattess we ars required ™ state to thexn in an auditar’s report and for no other
purpose. We do npt aceept of assume responsibility to anyone ather then the company and the compuny's members ay 4
hody, for our audit wodk, far this report, or for the opimons we have E‘Dni.'lt:i ‘ .

Except as discussed i the following parsgraphs, we condueted our andit in accordance with Tntemarional Srandards on
Auditing Those Standards require that we plen and pecform the zudit to obiam reatemable nssurance about whether the
consolidated fnancial statements wee fres from material misstaement An sudic includes exmmidiag, on 3 tege bnste,
mvidence supportioy the amouats and disclosmes in the copsolidated Gnumicial stutements. An .:mdit also includes uu:l_cusiug
the accounting policies nsed and significant cstimates made by monigement, a3 well 1y evaluating the overall eongolidarcd
financtal ymremens presentation, We beheve that ous wedit provides a reasonable basiy for our opleion.

Limitation of Scape

Ag reported i note 24, during the yeass cuded 518t Diecember 2004 and 31sr Decembear 2003, Lornan Shipping Compuny,
through it oversess sulridipsics, entered mro a sigmificant number of nme charters with charteress, amounting 1w V.55 32
million wnd U.5.5 22 sullion respectively, 2t below markes vahue Had the tminsactons been coleted into ar mirkar wahe
we colimuts profiv for the year ended 315t December 2004 and 31at Decembar 2013 would hava incrrascd in the repion of
US55 30 million awd US$§ 5 million respecuvely, and charsholders’ equity as ut 31st Decembier 2004 and 3131 Devainlb

2003 woudd have mcrensed in the rogioa of U.S.5 35 million and U535 million cespecuvely.

Az teported o gote 24, dunng the yoans coded 31t Dacamber 2004 and 2003, Latvian Shipping Company, thraugh its
uverseas submdiaries, entered o o« pumber of cransaoians through an intermeditrg company for the dry-docking and
repiir w & monber of e veseels. The value of trangactione enterad info with the mmermedinry company for the years
ended e Dacamber 2004 4nd 31st December 2003 amaunted to USS 11 milion and UES 11 million respecrively, We
have not been provided with originel documentation m espect of thess mansactions and arc unable to say whether they

have been entered into at madet retes,

Disclosure of all related party mansactions in the fnencial satements 15 requused nader laresatonal Accounnng Standard
(“TAS™) No. 1 "Prescatstion of Pinancial Statements” snd LAS No. 24 ‘Related Pacty Divdlosures”. Given the nature of
the mansactions we fet thar they were with related partics. Howsver, because the evidence swvpilable o vg was limired, we
have heen nanhle 1o ascerfin the pafume of the relationthips which wonld make the chamerers or the intermediary
company related parties m reletion to Latvian Shipping Company.

Disapreement with Avcovuting Trearment

Ae ﬁp]ulnﬂd ifl AOTES Ifz} and 9, -EII.'F};'.ID:IJ.EI lostes amounting To LS5 16 million have been reverzed tn 2003 in these
Bnancal statements as ¢ pricr Fear adjstment oa e bass that te woromting policy was 0ot corvectdy applied durng the
previous reporting pedod. In accosdance with the requirements of 1AS 38 Tapaitment of Assets’ the decision not to
teverse the impafmment was mede by manegement heced oo the nformarion zvailable (o them at that ome, and was notan
mconrst applicsfion of the sccountng policy. Accordingly the wvenal of the jmpaionent lovs shoold ooly have been
recognised in the cumrent yesr, and nof e @ pdor year sdjustment as presented. This wounld have the effecr of increasing
the probt for the yere ended 3ler December 2004 by 153 16 milion and reducing the profit for the year ended 31sr
Dieesrnber 2003 a2 reported in these fiozncis! setements by U5 1 16 million. Shaeehoddess® aoudty xf 310 Depmubes 2004

Cruzlificd Opinion Arising From Limitstion of Scope and Disagreement with Acevunting Treatment

Fxcept for the matters zefiered 10 in the preceding patagraphs, on the sddidonal disclosures that would have heen
necessary had we leen able ro ¢scermin the natase of the solated party selationships, and on the lncomect accowmting
treatment of the reversal of the upadrment provisions, the financial searements present fardy, in all marens] respecs, the
Enandial portton of the protp as at 5l December 2004 20d of the maults of I opembony and ts cash Aows for the yeur

then ended fn sccordancs with Intematonal Finmcial Reporting Standarde. 3
S Panl's Hones, . e I:";r:ﬂQ L2
London, EC4M TED [[
MOORE 5TEPHENS
:d Accountants

May 24, 2005
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CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 315T DECEMBER 2004
(Exgpressed on U5 3 0005)

Note 20004 2005

[restared)

Voyage income 3 151,097 |23 603
Yiampape cisls (13,302) Iiﬁﬁ;]f."ﬂ}_
Net Voyage Result 135,795 130,261
Yessel Oiperating costs TOA5T) (BOL2TE)
Vessel Operating Result before Depreciation 64,838 50,043
Vessel depreciation 39 (34, 218) (22,272)
Vessel Operating Profit 3 40,620 27,771
Vessel impatrment reversal 39 42 641 6,117
Adinpustralion cxpenses | {13,830 (111605
Clam oy sule of assets .24 ALY
Operating Profit 77,678 314406
Prterese 1 b A (e
Pixchange rate (loss)/profir (20113 2702
Interest expenses (4,357} (3:115)
s om disposal of subsidian (149 .
i],us:a];’p:r'-ﬁt from associates 12 (1% |5
¢ Mber (nancial dems () (542 15
Met Financial [tems {6,351) (56)
Profit before Taxation 71,327 31390
laxation 7 3 i
Pirolit after Taxation 71,350 31415
Minority linterest 20 11 o9
Net Profit for the Year 71,361 31,474

Earnings per share & L83 0,36 US$ 0,16
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CONSOLIDATED BALANCE SHELT Al 3T NECEMBER 2004
(Expiressed in 11§ § 005
Mate I 20013
{restated)
\SSETS
LG TERM ASSEETS
[leet ! =T RN 207 500
Chbhier [ixed assets ) 7850 1083
Assers under comslructon It I0GE3 174
lovestmenis 12 ) (8! B
TorAr LoNng TERM ASSETS 439,514 305,745
CURRIINT ASSETS
Tnventones 13 6175 4,384
Accounts recetvable and propayients 14 26797 RRRhE
Available for sale investiments 13 I B84 2204
Banle and eash balances 36,445 o THIE
TorAL CURRENT ASSETS 106,301 L, 025
TOTAL ASSETS - 545 815 413,770
SHAREHOLDERS EQUITY & LIABILITIES
SHARFIH DERS EQUITY
Share L:tl_‘uml B2 31N 362,310
T'ranslanon reserve (12.762) (13,337}
TRetained carnings 8626 (2,735)
TOyTAL SHAREHOQI.DERS EQUITY 358,183 286,027
MINCORITY INTEREST - 620
Fong TERM LIARILITIES
Long term porton of bank lonms 16 151,964 90 2{H)
TProvision [or deferred raxauon 17 3 30
Provisions 18 713 56l
ToTal LoNG TERM LIABILITIES 152,682 99,7
CRRENT LIARITITIES
Current portion of bank loans 6 17,357 13,080
Accuounts payable 1 17,595 14,253
ToTaL CURRENT ITABILITIES 34,950 27,333
ToTAL LIABILITIES 187,632 127,123
TOTAL SHAREHOLDERS EQUITY &
LIABILITIES 545,815 413,770

These Financial Statcments were approved by the Board of Directors on May 11, 25
and sigaed on its behalf by

\ IWMA/W\/
tmants Vikmans

Presudent of LSO
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY
FOR THE YEAR ENDED 3157 DECEMBER 2004
(Esctressed £ LS 3 000)

Share Trunslation Rt

Capitai [Leserve lfarnings Toral
Balance at 1" January 2003 362,319 {14,996 (94,204 255,114
Net Profit for the vear (restated) 3474 B
Curtency ttanslation
chitferenees 1,430 (I
Balanee at 317 Thecember 20003
{restated) 362 319 (13,557 (62,735) 2002
Met Profit [or the year 1,561 1,501
Currency transloon
cillerences 795 . 05
Balanee a1 317 Dxeceimler 2004 302 510 (12762 H.020 .T:;E-HJEI_

e e = e s e m md —_— e

L the siatatory (mancial staemenms LV 25050671 (LSS 45547, 512) has been iransterred from retamed
armings toa non-thstmbutable reserve represennng the parent compamy's share of profies in subsidiaries and
associates, which have not vet been dismibured ro the parent company by the way of dividend. 1n addition, in
2005 the share of profus m subsidanes and assocates tor 2004 of |V 43,553,969 (1155 80,251 393 loess
proposed dividends will also be ransferred from rerained earnings o this non distributable reserve,

The authoreeed, 1ssued and tully pad share capual of the parent company conssrs of 20000000000 shares with
nominal value of 1 Lar each, which are publicly raded on Riga Stack Exchange.

During preparaton of the 2004 annual report management came o the conclusion that the accountmy policy
with respect 1o reversal of previously recognised impairment loss of the fleet was not correctly applied dm‘ihg
the previous reporting period. The comparanve figures for 2003 were restated to reflect the cotrectdons done
rofrospectively. As a resude the ner profin for 2005 was mereased by USE 16,1 mulbions



Cash Flow from Ciperatons

Interest recemved
Interest paid
£ Pl Lses praacd

Nert Cash Flow from Operanng Acuvines
Investing Activitics

Fleet additions

Putchase ol other Lxed assets
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31°f DECEMEER 2004
(Tiagmessed mm UX 3 19005)
Nute 2004 2003
23 54,474 50,684
aal S
4 (3,820
47 (225)
51,179 47,183
A4
434 (3
(7R3

Prepand finanming expenses

Purchase ol avatdalde-lor-sale iy cstinents

Proceeds on sale of available for sale
BTV ER TS
Proeeeds on sale of subsidine,

Proseaqids o 2ale of azsets

Clnrtee Pavinents lor lnance lease recenvibles

ek ERETH firnre

.-'.'I.i\.\l'.'l.\- LL]JLJ'LT CONRIIUCTE A Sl e oafLieT

MNet Cash Vlow lrom Invesung Actvities
Cash Flow before Financing Activities
Financing Activities

Bank loanz recerved

Bl loans repiad

MNer Cash Flow from Financing Acriviries

{(Decrease)/ inerease in Cash and Cash
Equivalenis

Cash and Cash Equivalents

ar lat Januann

Cash and Cash Eguivalents
at 3lst Decemhbern

Clab 230

JE
23005 23650
234
CHAR LT
WS L, {173
(130,323) 20,282
(79,144 67,465
T30 =
/17,959 [ BT
57,041 (13,080)
(22,103) 54,385
78,548 24,163
50,445 78,548
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NOTES TO TIIE FINANCIAL STATEMENTS - 3151 DECEMBER 2004

Accounting Policies

() Basis of accounting

The J|-E'I1i1.'llliit'.i] AlAlenIeiis are F'ITL'j?i!.IU'LJ. i '.l.':..','i_'.ﬂ'dilﬂl...u 'n."-||h H.ﬂL'. 1._'nrn|:|._'r W’ill’l ii'I|L',1'|'i:'I|IUI1H|

Finanoal Reporting Smndards: The financial statements have been prepared under the
historical cost convendon, as modified b}‘ the revaluadon of the {.i-rcjup't: Heet and

FH" P!“'Tfll'." H'I'H.l vesnenis 4y Li.i[lli.}]t!-l-fir-"-ﬂlf.'.

Duning prepatation « f the 2004 annual LePort, DERNagermnens cine to the conclusion that

the :H"'H'IIT'I”TIIL: ™ r!."||;"|, with "'iE'H'i'1 tor roversil ol T'll"i"- { ?‘U""-:. (A l_!._|"||.ihi":| i'T‘FHIIrTI"I{'”‘I |ﬂ'lH'1
of the fleet was not correctly appled dunng the previous reporung period. The

restalement ol compranuyc ]".:ﬂLil'L‘."‘ for 2000% o rellect the cotrectons |!]:.l:1' ]J!,.'L!I] Ll-:Jl!u,:

Ti"lTE'IH]"PI'II'I'I"-'I'l"u

The .~|1|13|nt1}; ey gecounts for sulstzantel [l o the tarpover ol the ('n'nup and
therefore the ]:11_.' out of the Consolidared Tncome Statement i3 :|1.1:1]1n.'1i therera, This
reporang form is less surable for the non shipping acuvines of the Group and therefore

the resall o these aonvines betore Frmeed Dems dee recordedd as

wpenses’ See MNore 4
Lixpen See Mot

The Fmancal Spanemens are |'m-.13.-1rnl mr LS deollars as this s \'n.-l:|t'.!',.-’ :u'.:'.l.'rd':'d as the

standard tmading currency in the shipping indusery and is the predominant currency used

by the Group n s dav 1o dav operanons and capital expendimre.

{b) Basis of conselidanon

Acliomnsienen

The consobdated income statement and balance sheer inelude the fnancigl statements
of the Company and s subsidiary undertakings made up o 3lst December 2004, 'T'he
resialts of suhstdhanes sold or avip nrect are mechuled 0 che Conschdared Tncome

Statement up to, or from, the date contral passes. All intra group transactions, including

chartering of vessels and fleet support, have been elimmated on consolidation,

The Gioup's share of profits less losses of associated undertalkings is included in the
Caomsohdated Income Satement, and the Group's share of ther net assets s meluded
the consclidated balance sheer  These amounts are mken from the larest aundited

fnaricial statements of the undertakings concerned.

Assers and liabilides of entdes in the group denominated in foreign currencics are

trantslated into L5, dollars at rates of exchange ruling at the end of the financial vear and
the results of formgn ennnes are rranslated ar the average rate of exchange dunng the
financial year. Differences on exchange rates arsing from retranslating the opening net
mvestment i subsidiary undertakings, and from the tansladon of the results of those

undermakings ar the average rate of exchange, are mken to the “Translanon reserve™ in
shareholders’ equity. On disposal of the foreign entity, such translation differences ate

TL'L'U}_"TIIHL’.I:l mthe Consolidated Income Statemment ay prar ol the gu.in ot Loy o dlﬁpn.k;'fl.|.

On acquisiton, the assets and liabilines of a subsidiary are measured at their fair values
at the date of acquisiton. Any excess (deficiency) of the cost ol acquisiion over
{(helow) the farr values of the wennfiable net assers acquired 15 recogmsed as goodaall

-fnug_ﬂf_i'l.‘c gur.-dwiﬂ‘,
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004
(Cantinieed)
1 Accounting Policies (Contined)
Caoviachanll nr".tzinlg o ronsohdabon TEpresents thi excess of the cost of rwquisiﬁc_m OVer

the Grroup's interest in the fair value of the identifinble assets and habilities of a
Hul}.ﬁldl:n'y. AssGCile or ':UE:HI.:- controlled ey al the date of A ulsLT, Cromadwill =
recogrised as an asset and amortsed anoa seenighe-line hasis over ity estmaceed useful hife.

Cioodwill arang on the sequisinon of an associte 15 mcluded wabin the currymy
amount of the associate. Gondwill ansing on the acquisiion of subsidianes and jointly

controlled entities 1s presented separately on the face of the balance sheet,

(n :;ii-iim::;ﬂ of a subsidiary, associare or jointly coneralled entey, the acribuable amount

of unamortsed L|J1l.:-:}|.l1.1]:.1 15 mcluded in the detetmination of the ]‘.lt'u[‘il o oss o

El'l.‘iT'HJ‘i:l'.

Neganve poodwill represeats the excess of the Group's interest 1n the fair value of the
wlentifible assers and halulines of - subsidiry, assocute or jomtly comrrolled ennty at
the date of acquisinon over the cost of acquisition. Negarve goodwill s released o
mneome based on an analysis of the arcumstances from which the balance resulted. 1o
the exrent thar the pegnve goodwall s atmburble o losses or expenses annopated a
the date of acquisidon, it is released ro income in the perod in which those losses or
expenses anse. The remamng nepauve poodwill 5 recopmised as meome on a siegehi-
e basi over the remaming average usetul life of rhe wenthable acquired depreciable

assets. To the extent that such negadve poodwill exceeds the aggrepate fair value of the

acguired idenufible non-mionemey assers, 10 recopmised m meome wmediately.

(c) Voyage income

Voyage income includes gross income from freighe and hire, demurrage and dme

charter hires,

(d)  Voyage costs/ Vessel operating costs

Vovage costs include the costs related to the vessels that aperate in the spot matket,
where the owner carries coss ke bunkers and port expenses. For vessels operaung on

tmic charter, these costs are camed by che charteren

\"IB.‘\".{L‘J. UE}L‘I’“’AlJ‘I'.I}_f oty 2 cosls ?L'i.'ﬂl.t_"'l_]. [ !JIIIL' EL.LI:'.I.]'l.i.'['Eg Ul- |.|I'I:L' ".'L'HHL']H |l|:".t: TN, ﬂi‘[}:ﬂ?ﬁ,

equipment, insurance and drv-dockng costs,

{e) Cash and cash cquivalents

Cash and cesh eguivalents modude cash ar bank and on hand, cash on hoard of the
vessels/on hand, and short term deposits, which do nor exceed three months maturity

on the date of placement, less overdrafts,
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

(Conirnusd)

Acenunting Policies (Cwaimieed)

(f)

Property, plant, equipment and depreciation

Fleet

lhe Ciroup's flear was mnally recorded at valuation, aorrted oat me 199210 {fwhen the
Lamvian Shipping Company came into exastence 10 its current form aking over vessels
from the former Soviet leet), or for subsequent additons at cost.

Deprecianon has been provided on the basis chat the camving value of the vessels, less
an estimated scrap value of US 3 100 per lighrweipht won, is written oflon a straighe line
hasts over the remander of therr anticipated usetul Bves, taken ro be borween 23 - 26
vears from the dare of bulding

The part of the cost ol atiew vessel or nowly acquired vessel representimg chat clement
which will be unlized over the penod o the next dry docking is depreciated over the
remaining peiod 1o the expected next dry -docking (also see accounting policy (1)),

Tonnage under construcnon untl the moment of the vessel's delivery 15 stated in the

]J‘A]BI‘JLL‘ E\j]f:L‘i A dssCEs WNACEr ConiR i Lo,

Borrowing costs to finance the new tonnage acquisition are capitalised and depreciated
it the Consolidated Income Statement over the penod of the bormowings,

Other fixed assers
Bualdings are iminally stated ar cost and subsequentdy management’s v aluation supported
by & professonal valuanon in 1997 less accumulared deprecianon.

Property, plant, cogupment are bemy deprecated an a stmaiche-line basis ar the tosllovanng
rates:

Buildings 1 - 10 %% per annum
Machmery and cqupinen 5= 3543 %o pur annum
Oither assers 1429 30 %y per annum

Mamtenance, repains and improvemenns ro other fixed assers are expensed 1 the vear
they are incurred. Improvements to other fixed assets are capitalised only if they ate
considered to extend the assets onpnally assessed useful life or capacity,

Impairment

Where the r;?ﬂ}'hlg armoit of an asset 15 preater thiari s estirmated recoverahile amoant
at the halance sheer date, the impairment loss 1s recognised in the Consolidared Ineome
Statement 1o write down the carrving value 1o its recoverable amount, being the higrher
of ns murkel value and value mouse. Marker values are preparcd by prafessional
mdependent vahiators and  discounted value in use caleuladons are prepared by
managenent.

Where the indicators supporung the recognition of the previously recognised
impaitment loss no longer exist at the balance sheet date, the unpairment loss is
reversed and recoomised as meome in the Consohdaced Tneome Sratement.

Presvisions are established where there s uncertaimty ot vwnershays,
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NOTES TO THE FINANCIAL STATEMENTS - 3151 DECEMBER 2004

(Camntinied)
Accounting Policies (Contined)

(2) Investments

Investments 1 assocmtes are aceounied tor usiyr the ey method. Associates are
mvestments where the group Cam &Xercis sigrufiezo| miluenee over the financial and

aperating pohey decsions of the mvestee.

Investments, which are ot associates, ave classtfed as avatlable-torsaale. Avalilble-foe-

sale investments are salued at thewr Gar values at the balance sheer date, A IL‘;-’“TIH' anil

losses from revaluanon and profit and loss Troem disposal of these vestinents e
I

repioried m the Consoldated Income Strement

{h) Currency translatuon

Monetary assers and habalines of the Crroup denominated in curtencies other than LLS,

dollars are manslated at the Bank of Lanaa’s mite of exchange ruling on the lalan
date, Transacuons denomuated in forepn currencies are ranskated at the excha

A '.-.ll#.:t:l

FLE8 K1

l'L!ljﬂE_I: on the date of the mansaenon, or an ape pottnation therero,  All ﬁﬂil‘i:; and losses

ATISITr j'n_.;]j _-',|_|,r_'_]1 f.;_.;';__'*:-.';_:] ;_ﬂ{ch;un_r_u -:_Ur?rrr:[]:_‘r.k are l;]k:':] (] I|'H.' {I.:]l15tJ|JLJ}th:tI [RETENIAITE
(] £ =

Statement in the vear mowhich they anse.

(1) Diry-docking and special surveys

The cost of dev-dockings are cAth:Lhﬁ.c'd and rthen wnten off over the Tollowmge 30

months represennng the normal time berween dry-dockings,

(i) Inventories

Inventodes are smted ar the lower of cost and net realisable value, where

cost is

valeulated on a first in first out basts, and compnse bunkers, lubinls, v wihwtlling and slop
chest stocks, matenals and spares. Where necessary, provision is made for obsalete, slow

moving and defectve stock

(k) Trade recervables

'Irade receivables are carded at onmpinal wvowed amount less an estomale made for
doubrful recenvables based on a review of all ourstanding amounts at the year end. Bad

debts are written off when 1denafed.

In addifion to speafic provisions a general provision is made against demurrages, The
overall provision is re-assessed ar the end of cach year for us reasonableness and

adjusted where necessary. This provision is offser against rrade receivabilos i the balanee

sheer
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NOTES TO THE FINANCIAL STATEMENTS - 3157 DECEMBER 2004

{Continued)

Accounting Policies (Confonieid)

(M

{1}

(n)

(0)

()

Vovages in progress

Credit 15 made in the Consobdared Tncome Starement for all hire recavable o the
balance sheet date in respect of vovages in progress while hite receivable thar relates to
the nest aceourttmg penod s deferred. The pro-rata share ol expenses mnorespeat of
vovages in progress that relate o the current year is also included in the Consahdated
l[ncinne Statement while CxPeises that relate to the next '.T.C.l.'.uumill;‘g }‘H.'l‘iud ale
deferred. Full provision 15 made for any losses known or L'\;]"J:'l;'h'd THE Vovages 1
propress at the balance sheer dare.

Trade payables

| rade ;3:1}'-.11:&4:5 arc stared at their nominal values:

Deferred taxation

Deferred meome s 15 provided i full, using the lability method, on remporary

dhiferenees AT Boerween the s bases ol assets aned i lln']lltw anel thetr o arryinge

amounts in the financial statements. The pancipal remporary differences arise from
deprecianon on tleer, property, plant and equipment and tax losses carned forward. Tax
rates cnacted or substanively cnacred by thie balanee sheer date are used o determine
deferred income tax

Dieferred tax assets are recognised to the exeen that it is probable that future taxable
[rrestit w ] e wvaslalsle u_;._-;‘ain:ﬂ which the LErnpomey differences can be wtihsed.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation
as a result of past evenrs, s probeble tha g payment will be required 1o seole the
obligation and a reliable esomare of the obliganon can be made.

Hrr:p]nj, e enhtlements to annusl lesve are r::l;:u}_rninml whien |.|:IL'_'5.' Acorie Loy UtIi].!liU:.-‘L‘E‘:i. A
provision is made for the esomared liabilicy for annual leave as a resulr of serviees
rendered by emplovees up to the balance sheet date,

Fair Values

'The Company’s financial assers and liabilides are stated ar fair value. [air value
ﬂ'.PT{‘HL’T!["I the HTTIONTT AT which an assercouald l}l: l;.'xt'.haﬂ;_{t:d nr |.1:-J.|.H|.i|'~" HL'“!i'.tk 11 U1
arms length basis, Where in the opinion of management, the fair valves of financial
assets and lisbilives differ matedally from thelt boolk values, such fair values ate
disclosed i the notes to the financal smtemen s,
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

(Contined)

2. Corporate Structutre

Lhe subsidiary undertakangs, all of which are effecuvely controlled by the € -ompany, are stated below,
Allare whally-iwned a1 the balance shewr date,

{ ouniry ol

Name T Vooity S Vessels

Latmar [loldings Corporation Liberia IHolding company

Abava Shippug Co. Lid. Malta mian “Abava™

Armata Shappang Co, L Malta ma A

Apolle THoldings Corporation Cavman Islarsds = A PO

Cape Wind '] rading Compan Libetia mut “Tode™

Clipstone Navigatuwm 5. A, | b (430 M 1 11

Dawnlight Shipping Co. Ltd Cyprus m.t “Hstere”

Jutis Avots Slupping Co. Caprus Former owner of mov. “Telo” (Dorsran)

Fortn Sea Shappuyge Caos Lad, Caprus Former owner of mut “lndea " (Dermant)

Latgale Shipping Co. Ltd Malta m.t. 1 atmle”

Larmar Seraces [oed, Fnprlanic In higuudanon

atmar Shippang G Ll {lvprus Fosener anwner of nut “Mar ™ {Doesand)

Limetree Shippang Co. Lrd. Malra m.t “Raga"”

New Spring Shipping Co, Led Cyprus Farmer owner of mv, “Kompanises Caikeovskis™ (o)
Mooella Marime Ce. Lad Cvpras Former owner of m.r. “lanis Sudrabkalns™ (o)
Radar Shapping 1. [ alsera Fosmmer owner of ma, M Pabilo Neruda™ (1 s
Renda Mantme Co. Led., Cyprus Former owner of mue “Renda” (Daermant)
Rhodos Stupping Co, Lid, Cvprus Charrerer (Dormant)

Rundale Shappng Co. Cyprus . CRundale”

Sagewood Trading Inc, Libena m.t. “Pablo Nemida™ -

Satnburga Shipping Co. Cyprus m.t “amburga”

Saturn Tradimg Comporanon [ abserts it haelupe’™

Scanreefer Mavigatdon Co. Lid. Cyprus In hegudanon

Scanreefer Marine Co. Ltd. Crpruas In liquidation

5. Tomskis Shippiryr Co. Lad Mala v, Skudproes lomskis™

5 Tomsks Shipping Ceo. Lud. Cyprus 1 ligpuidanon

Viktono Shipping Corporaton Liberia Fomer owner of mut. “Viktoro Kodovilja™ (Demuant)
Zemgale Shippmygr Co, Lid Mealia it Aemyrale”

Wilcox Holdings Led. Libena Former owner of mut "Tols Robsons™ (e
World Reefer Corporation Liberia Former owner of met. “Marte Zalka™ (Domwant)

#_ during {he viear il TPols Reslssoms™ wous renstned tooon L, MPablo Nerwda™
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2. Corporate Structure (Contiaed)

Mame

I artanker F-lnhﬁng.& {'r'.-rpm'nrinﬂ

Antonio Gramsl Shipping Corporation
I davicds Stkerrows shipping Comporation

Dyzons Rids Slupping Corporation

Hose Martt Shappng Comoration

Imanta Shipping Company Ltd.
Ilements Gotvalds Shipping Corporaton
Majon Shippmyg Company Lid,

Trable Menwda Shipping Company Trd
Talava Shipping Company Lid

Reeferlar Holdings Corporanon

Akademilas Artobolevskis Shipping Co. Lud,
Alcdermikes Arvtobolevskis :‘\|H]‘.|F‘HH“{ o Bk
Akademikiz Bocvars Slnppmp o Lad
Akademilis Bocovars Shippag: Co. Lid,

Akademikis Celomejs Shupping Cao. Led.
Alcademilus Celomejs Shipping Co, Lud,

Akademikis 1lohlovs Shipping Co. Lud.
Ventlmes Shipping Linned

Juris Avors Shipping Co. Lid.
Belgoroda Shipping Co. Lid.
Belirorods Shippmyr Co, Lad

Ivans Polrunovs shipping Co. Lud.
Koamile f‘ij:'.niut'._gns-;h Hh1p]1ing Clen Dl
Familo Sjenfueposs Shipping Co. Lid,

Kurska Shippmyg Co. Lid

Kurska Shipping Co. L1d.

Mihails Lomonosovs Shuppiag Co., Lid,
Pavels Parenago Shipping Co. Lud.
Pure Shipping Co. Ltd.

Pure Shippug Co, Lad,

(Continned)

Couniey of
Incorporanon

libwima

Libera
[l

Liberia
I sz
Sialem
Liberia
Salea

f"-.'i"lrur;

."\f;tltzl

Libena

Cyprus
Salia
Cvpriis
Malra

Cyprus
Malea

Cyprus
Ml
Malea
Crprus

3
Malts

Male

Malta
Crprus

Mlalts

Lottty SN essels

Intermediate halding company

it Anronin Gramst”

Formoer osener ol roub “Davids Sthoross”
(T dermritaed)

et Y Deons Rids”

e, “Hoewse Marn!

mur “Tabula”

it Clslements Ciotvalds'

et N gon "

Dlarmant

lotmer owner of tot Y Valava® (Dosrant)

Intermediate holding company

In liguidaton

P Joarmant

In ligpucdarion

Fotmer owner of muv, “ Aladenlkis
Beaovars" (1 dnsmrans)

in liquidanon

Former owner of muv, “Aladenulis
Clelome)s™ (1 orman)

In ligudagon

1 dosrrriant

ma. “Telo”

In liguidadon

Former owner ol mue, “Belporodas™

(1 armrant)

[o liguidadon

It hggunadaniem

Former owner of myv. “Kamilo Sjenfuepos”
(Darwnt)

Int hygudaniom

Former owner of tv. “Kurska™ (Domeant)
In gudaton

In higquidanon

In liquidation

Formner owner ol o, *Pure” (Dorsant)

3
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

({Cokiined)

2. Corporate Structure (Con

Tame

tittweed)

CCoumrme ot
Incorporaton

Acovity [Vessels

Latalpha Holdings Corporanon

Al Vavilovs Slupping Co. Lid
Ade. Aavarichis Shippang Co Ll
Dielacromx Shapping Company Lrd
Dzintart Shipping Corporation
Cottva Murtonne Corporanon

s asirs shippang Company | rol
Femen Navigaton Corporation
Mahaow Shippig Compuny T

(3, Vactens Shipping Company Lid

IPerle Reeler E-]1i|.1p1n_ul Cootnprany Lid,

Pinewood Shippmg Comporanon

Ringmare sShipping Company Lid
Feseawennd H]Ii]”]ﬂ]!'l_[{’{ LTpoOraton
Venwpils Shapping Company Lrd,

Latsuand Heldings Corporauon

Arctic Seal Shipping Company Lud,
Ardlantce Leader Shipping Company
Faroship Naviganon Company Lrd
Crnda Shippaing Corporanon
Crevostar Shipping Company Lid,
Lanpent Shipplng Company Led.
Zoja Shipping Company Lud.

Latvian Shipping Corporation

Michelle Finance Corporation
Razna Shipping Corporanon
Taganrowrs Shippmg Comoraton

Liberia

Malea

Mabea

Cvprus
Liberia
| alaeran
Cyprus
Liberia
f'v]'l'rl'.h
Lyprus
Mlalta

[ atseria
Lyprus
| alsera

[ ..1_|']"‘ll"l'-‘.i

Latseria

Crprus
Lrd. {yprus
. Cyprus
| abwena
{yprus
Cyprus
Cyprus

Libena

Libera
Libesta

Tabena

Intermediate holding company

my, " Akademils Vavilovs”
iy, A kadeniihs Aavarnckis™
In hgudagon

ha.t “Deincan™
man s Cirva

Former owner of mu “Easiea Y Do)
i “kKemen”™

In heguiclanion

e “Chars Vaclets"

Pormer owner of oo “Perle " (1 darmaan)
Cias Carmer — mot “Ruczeme™
In hguidanon

Cons Carnee — met, “Videeme”

Former owner of m.t. “Venespils™ (Dommant)

Intennedie hufh.hn;_r| LRy

m.t " Asan”

M Rioapasa”

m.c "Pumpuri”

Former cwner of moe "Gada® (Dessant)
vty " Buldoe"

Lt Aoga 1

m.k " Pop 1

Holding company

Investment Company (Dormant)
me.t “Razng”
m.r “Taganraga’™
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

(Cantimeed)

2. Cormporate Structure (Coniinyed)

Countrv of

MName = L
[ncorporanon

Acavity /WVussels

Crown Navymton Inc.

Kabike Navigaton Ine
Kaltene Navigaton [ne,
Kandava Navigaton loc.
Foazdingm Mavipaton Inc,
Folka Navigainom Inc
Kouldipn INavigation Tne.
Foursn Maviganon Inc
Sabile MNaviganon Ine.
Salacpriva Navigation e
Saldus Navygration Inc,
saulkrasn Navigation Inc
Sigeulda Mavipation Ine.
Skrunda MNavymton Inc
Slelka Navigation Tne
Srliene Navipanon Ine
Srende Navigatwn Inc,
Straupe Naviganon Inc.

Iristaps Insurance Lid.

T atvian - Finnish Manome Ageacy Lod
1.5C Marine Traimng

1.SC Ship Management Lid.

Marine Service Center Lid.

Port Service Lid

Sanromar Holdings Co. Lrd

Ship Repair Base Lxd.

During 2004 subsidiary *Balt — Dutch Holding M. " was sold.

Sarshall Islands

Marshall Tshuds
Marshall Tslands
Marshall Islands
Marshall Tskirncls
Marshall Islands
Sarshall 1slands
Marshall Tshanids
Marshall Islands
Marshall lslands
Marshall Tsbands
Marshall Islands
Slarshall [slineds
Marshall Istaneds
Marshall Islands
Sarshall Tslands
Marshall Islands
Marshall Islands

Bermuda
Larnia

]- Atvad

[ aatvin
Larria
Lateia
Cyprus
Latna

Holelingr company

established tor newbuilding purposes
ot U Raltene™

esrabilished for newbuilding purposes
established for newbuilding purposes
nit * Kolka”

m.t tRuldygr”

esrablished for newbuatlding purposes
eatalilished for newbuilding purposes
estabilished for newbuilding purposes
established for newbutlding purposes
catabilishied for newbldiong purposes
established for newbuilding purpaoses
eatablished for newhuldnyg parposes
estalihshed for newbuilding purposes
established for newbuilding purposes
eatablished for newbuildingr purposes
exralilished for newbuilding purposces

[nsurance

Shipping Agrenls

Seatarers 'Uralning Services
ship management
Consulung

Rent Service

Tnvestment Holding Company(Darman)

Ship repur service
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fE andinaed)

3. Segment Information

The rypes of vessels are the basis on which the Group reports s primary segment inlormalion.

Yeat ended 31 December 2004
175§ 000 Tankers Reelers LPG Dry Cargo Total
Voyage meome 145,560 3,685 11927 4 (AR
Vessel Operating Profit/ (Loss) 32,603 2,030 6,604 (611 0,624
Viesselhmpairment reversal 15813 2814 25914 = F2 ]
Ceatn on sale of assers R247 8247
| '1]51”1 el edd sale o] assels I:l_"':l
Segment result 5h,765 4.844 3318 (619) 01,508
| e Boscanel e PHAEALS CR] RTINS i [ 5.400 F_':l
Operatng Profit 77,678
Net Financtal Ttems (6,551
Profit before Taxaton TL327
Tasanon 23
Profit after Taxation 71550
Minority interest L1
Mot Profio for the Year 71,361
Segmmenil asseis A4H UG 24143 11,39 1,875 446, U717
Unalloecared assets 919 408
Taotal asscts 545,815
Segment liabilities 157,105 L2336 27,6580 176 186,297
Unallocated lalbihites 1,535
Total liabilities 187,632
Other segment items
Drydocking expenditure 7.552 379 - 453 8,384
Depreciation 19440 2080 2,388 310 24 214
Ditydocking deferred expenditure 7,196 S0 2 139 177
depreciation

The Ciroup’s prncpal place of busa

wews 15 2 Bustop Boulevard; Ry | 1807, Datvia,
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

(Continied)

3. Segment Information (o)

Year ended 31 December 2003 (restated)

FIS 5 TR Tankers Reefers LPG  Diry Cargo Total
Yovage imcome 1244045 24H3G 9004 4,503 1935,645
Vessel Operating Profit/(1.oss) 25,444 (63T) 3,411 (425) 27,771
Wossel immpuimmenis AT 2000 (1000 = RIRAY
Cipin on sale of fssers 5,745 3,220) 84965
[ 'J‘J:1|]L:C'.II1.::.] sale of Abhsels 94
segment result 45,265 4,561 (f6,589) (425) 42,'H6
Uinallecated comporate expirnises {11,460
Operating Profic 3440
et lnancial ltems {50)
Profit before Taxation 31,390
ascanion 25
Profit after Taxaton 31,415
Minority interest 54
MNet Profit for the Year 3474
Sepment assets 254 4493 22074 51,513 240 331,381
Unallocated assets 82,389
Tutal assets 413,770
Segment halnlnes G0 1373 33,541 335 125 845
Unallocared hiabidhines 1228
Total iabilities 127,123
Other segment items
Dirvdocking expenditare 4,191 4,191
Depreciation 16,153 2007 2,002 310 22372
Diydocking deferred
expenditure deprectatin 1LY 1,352 A4 16 175,00

The Group s operatme on o oworldwide basis, However,

because ol l.l]l.l-l':.:'l.l][._'r' s determime the

g:_'{_'rg_]'ﬂph'ifﬂl segment in sﬁi_f:ping mihisty no sach anformanon s PTHL'HIl_‘(i.
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{Cnirsined)
4, Administration expenscs
L5 5 00s
2004 2005
Sraff Costs (B 381) {71,537)
Travel and | ransport (il nloG)
eenpation and Repairs {1,897 {1,497
IT and Commutication (61 (6734)
Prodessional Fees LMY (1125
Advernsing and Marketing {074} {(a92)
Chbier Income and oses 30 ]_\H[]ﬁ.
Progprerty aned Dand Tax R (122
Movements in Provision of cauns and orher 2% (241)
Ldepreciiion (T (RO
TOTAL (13,830 (11,460)
5. Employment Costs and Staff Numbers
2004 24005
LS § o0 Number LS 000 Miumber
shore Basced siafi 1.762 273 €, oH02 283
Seamen? 23,700 H73 26,817 021
31462 1146 33,219 1,204

The average number and emplovment costs of shote based staft includes emplovees of the Paten

Company and 100% owned subsidianes,

e

6. Other Financial ltems

the number of seamen are those emploved as at the end of the year.

LS 0005

2004 2003
LHsposal of available —for-sale investment - Gl
MNegatve Goodwill 2 151
Mortgage fees and Insurance (89 (71
Prepaid fimancing expenses amortisaton (1607 (O
Change 1 available: for-sale invesunents market value (64) -
Bank chatyres (329 (566)
TOTAL (842) 18
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(Coniinmed)
7. Taxation
LS § 0005

20004 D03
(restated)
Preterred moorne s of current vear 25 15
Corporate income tax of current vear (2 i
TOTAL ' 23 25
Peolt belore 1as .527 31,590
Tax caleulared ar 1ax rare of 15 %o (2003-19%) LOGYY 5,
Income and expenses not subjert to corporate iIncome fix | 5% (163
Profir of subsidianes and associates (12,038) (1.561)
Fdeer of the chanpres i jay res - L
Increase in nnrecognised deferred tax asser L 183 |, 334
Tax charge for the year (23) (25)

Corporare meome tax s payable m Lamvm aroa rate of 15% 2005 19%) on rthe profis of Lanaan
companies for the year, as adjusted 1 accordance wiath local hscal regulations. The only foreign group
companies direetly subject 1o corporate ncome ax are Lammar Services Lid. (Lnpland), Santomar
Haldhngs Company Lud. (Cyprus).

I3 [Pruvicils YedTs 1|!‘.IL' '|‘.l:i'l|:_‘!]| LL::I!]}_}:L!‘I_‘- |!'j'.|.:‘- haed a tax loss, Lax J.t:lh:\':_‘h Hl. lil'IL' I‘.I:ll'L"Il.l L':JI'ILF!."J.'H:I." can e

caroed forward and nuolized agansr funere pronms for up o e vears.

Tux losses wvatlalsle 1o oflset 4Tinial Tuture mxable ]:ml_l'l. i the Parent Ly and TEHEMa omeied

Latvian subsidianies from the previous vears are as follows:

A0

Year Laosses Expires
2UHH) 46 2005
2001 2 2006
2002 3806 2007
200013 3,055 201
2004 4,467 2009

0,054
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(A aierinieed)
8. Earnings per share

Haste eammigs por share are caloulated by d;wd'im_z the net prcrﬁr ar loss artritbueable to shaeholders b}'
the weighted average number of ordinary shares in issue duting the yvear.

2000 2000%
LU
Net prafit for the year attniburable o shareholders 10500 B 474
Woeirhled averpe tunler of
ordimary shares i ssoe (thousands) 200000 N
Phisite: carnniges v share LIS80,36 LISE 0,16

9. TFleet
- LIS § 000k _
204 23
I:_L'L".\' Laale dl_
Mer Book Yalue 31,344 2HE 144
Dirvdocking deferred expenditure 4 564 9357
SO0 27 K6
L5 5 D0
Valuanon,/ Net
'L:D_S_: Deprecunon Howok Value
At 1" January 2004 578,498 (306,425) 272,073
Fesmement - 16,076 L6070
At 1" January 2004 - restated 578,498 (200,349) 288,149
Dieprecuaton chanre for the vear - (24 218) {(24,218)
Impatrment reversal 42,641 42 641
Addidons 99 441 - 99 441
Dhisposals (33,127} 20,458 {11,669)
AL 31" December 2004 642,812 (251,468) 391,344

Daring 2004 the Group purchased 3 modem one-vear old product tankers {mt “Kaolka”, mit
*Raltene” and mu YRulthgs") and sold 2 tankers ( moo “Viktorio Kodovilja” and met “Gaida™),

Part of the fleet {wiﬂ] the ner book value of 153 32710 midhion) has heen used as securi_rj,' for bank
levams: mee node 16 for detals,
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{Cortinwed)
9. Fleet (Confinmed,

In compliance with 15 policy the Group asked for s Heet valuation from oindependent prostessiomal
valuators, whose esumates revealed significant difference between vessels’ market values and their
book values, which resulted m the reversal of previously recopused impairment loss of LSS 42,0
milliewy in the Comsoldared Tneoeme Smtement for 20004 and  LUSEF TG millesin the Consoliclated
Income Statement for 2003, In the Consolidated Income Starement for 2003 the impairment loss for
LG vessels imoamount of 1SS 100 nuthon was alreads recopised, which resalts i the net restaned
reversal of previously recopmised imparment loss of USS 6,] mullion for 2003,

Thivrambrer o svossels m 1he Heet, o the vear-cnd s

2004 206003
Tankirs 5 i
Reeters 2 -
L2y carpo 1 |
[1"‘( ' ”i'!'.1 . 2
TOTAL 40 39
Tetal dead “-'r:i_l:;]'lt Tmma!_r_:;
31 December 2004 rwr 1,008,864

31 Drecember 2003 It 1,067,924
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(Continmed)
0, Fleet {Continred)
At 31" Decembier 2004 the gronp fleer comprises
Yeal of Bulding 1wl
Product Tankers;
. Artomo Cramso 1978 A0ETO
2. Asan 19 2H05G
b Buldun R 28,70
4. Dhabwaln | 952 200140
5 Dentan 1945 17,580
O Lheons Kulds R 3 ET
T, Estere 149849 28557
8. [Hose Maru 1W7H BET
9. lnelea 1904 33115
lh Inga 19940 28057
11, Kaltene 24003 R
12, Kemen 1185 L7600
3. Klements Gorealds 1974 MEs
14, Kaolka 2 320
5. Kuldign 2003 37237
6. Largale 2001 G407
17, laelopie 10749 AT
5. Majon 1950 26
19, Mar Loth) 2R.5R7
2L COpars Vaciens LOBS L6341
21, Pablo Neruda {ex P Robsons) 195 AYRT
22, Pumpun 1URT 2610
23, Rawzna L8 6,209
24, Tuga 2001 (1,407
2h. Ropaw a5 17,610
26.  Rundale La77 17,025
27, Samburga LG 17,125
28, laganroga 1983 6,297
289, Zams Grva (D85 17,585
3l Zemgale 2001 it 407
3 Aagal 1988 28,557
32, Zonl 1989 28,557

1,010,943
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

9. Flect (uninned)

LPG fleet

1. Kurseme
2. Yidreme

Reefers
. Abava
20 Alkadenulas Viavilows
3.0 Alkadermks Aavarnckis
4. Amata
5. Skulprors LTomsks

Dy Cargro

1. lelo

TOTAL DWT

(Casttinusd)

Y ear ol Hu:hhng e
Tyay 23,468
[T 23469

46,938

1942 6,232
1085 TETS
1956 T 673
RS 6,232
198G FR
35483

1983 H:h00
5,500

1,098 864
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fC amtinmed)

10, Other Fixed Assets
LS $ <000

Mlachirery

and
Buildings Contamers Iiquipment Total

Valuation /cost

At 17 January 2004 9,197 s 7.471 16,674

Addiions 454 4R4

Kechissalwatnm - - (235 (525)

Disposals dunng the vear (1,271) {1,271)

Exchamgee differences $4 294 744
A3 December 2004 9,643 0 6,427 16,076
Depreciation

Ar 1Y January 2004 2035 i} 6,203 5,24

Charpe for the yeat 135 (AR LE o

Rolessedd om :|1:—:[h:-—.:1| 5 - [:],]H'.!:I fILIH:f]

Reclassificanon 433 {133)

Fxchanyre differences Lty - 253 Aoy
A 31" December 2004 239 6 5451 7,153
Accumulated mnpairment

A 1" January 2004 NS } i 448

Ar 31" December 2004 464 - - 4t
Net book value

At 31" December 2004 5,883 - 976 7,859

At 31" December 2003 6,714 - 1,268 7,982

The nthe o some of the properties held by the Company has vel to be regstercd warh the Land Regsery
of the Republic of Lamvia. In view of the difficulnes of obraiming adequare documentadon concerming
each property and its previous ownership, the Company will seek a decision of the relevant authorines,
which mav take a long ame: This sa common siruanon m Lanaa ar the present nme and management
does not expect this to pose a difficulty

(e of the buildings, which was included m the Company's balanee sheer ar early stage of privanzanon
was fully provided for, because legal title was registered on behalf of Ministry of Iinance. According to

|L§_’|’H.[ :id."»"l‘.\"'.."l'h Upj'.llj”T'.I |t'IL‘]"L‘ I [Ttl]TlTI]Hl i'.'l?'-:-iil::]:.l'l:-. 'l".".{l |L'_ﬂ'.l| |][|.L! 'Wil“ L F]‘:lth'd. lea |.|'lL' (:II?TI'I!‘.I:H'I_'!.'.
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(Continued)

11. Assets under constructuon

L= 5 00y

2004 2003
Ar 17 January 173 |
Lxpenditare during the year WAL 172
At 31" December _ 30,683 173

Assets under construction at 31 Decanber 2004 are |]1|:1-’..Jp‘.1|.|1_. 14 |]1'1H.|l.ll:.l tartkers referted Toom noles

16 amd 22,

12, Investmenits

LS 6 000s

200004 IR
Tvestmcnts oy assoetated undertakmes (nowe 1245)) i Al
Available for-sale investments (note 12 (b)) |l
TOTAL ] i
12.{a) The investment i associated undertakings, comprises:

Percentage fftil|r11'r}' ot

M Halding Incorparadan
Leord World Travel Lid, idormant) g Cabiealtar
Via Ulna Lrd. 4504 Latvia

Lis § 000

2004 2003

At the beginning of vear 80 29
Share of Profits

(Lossy/ Profit for the vear 13 15

lranslation reserve (3 fi

At the end of yvear v &l




Lamnan Shipping Company & its Subsidiancs 32
Annual Repoet for 2004
NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004
{(Caraiined
12.(b) Awailable-for-sale investments:
LS § 0005
2004 2003
At the beginning of vear 1 520
I isprossal (43 (A1)
At the end of vear - 4
13, Inventories
L7550
200004 2
Ship aned shore spares 1,323 | 457
Punlers 2923 [, 213
Comsurmlales 227 2014
Provision against slow moving and obsolete invenrornes {341 (3%}
TOTAL 6,175 4,389
14, Accounts receivable and prepavments
LIS 5 SOy
200 20063
Lrade debtoss 21075 16, 1
Oither debtors THE 1,251
Claims receivable 683 309
Propryvimenis 3,652 5216
TOTAL 26,797 22,884

L'rade debitors are shown net of doubtful debr provisions of USS 506 mullion. (20003 USE 5,6 millicai)
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(C nmdimaed)
15. Available-for-sale investments

LIS S s

200k 2005
Opening net book value 2,208 2180
Addinons 14,536 57
Disposals . {38
decreaze m marker valae Ky L
Interest income 30 i
Fachange dillerences [ A4 )
Clesinge et bk value 16,554 2,204

The available for sale invesunents are prncipally unis o siple Bond Guods, shich are all lsied, held by

|'~;1‘|F.I:||J:-i Insoranee Dol aocd Larmar Haoldhingrs € OrOTIL O

16, Bank laoans

Lo S8

Iy §ES 2003
Total outstanding 1‘59;321 112,280
Fepayments due withim nest twelve {17355} (130805
moriths
Long term balance 151 964 99,200

The total putstanding balance of the Bank Loans has changed duting the vear, In addilion 1o the
scheduled CE[RITIENLS, lesins were ;n'::p::ld it the amount of LS5 2.2 mullion ahead of mannty

MNew bank loan totalling US55 75,0 million was advanced to the Group in 2004, It was allocated m
equal parts of 155 250 million cach  between  three borrowers: Kaolka Mavigation Inc., Kaltene
Mavigagon Inc and Kaldiga Nasigaoon Inc

For the purpose of finanang newbmld pre sgram ar the emd of 2004 the loan agreement was signed in
amount of 155 3600 millicn. The drawdown of loan is subject to guarantee agreement approval by
LaC Councl

The loans are denominated in U.5% and are advanced to the Group's single vessel companies. Larvian
Shipping Company, Latmar Holdings Corporatton and Crown Naviganon Ine. are guranrors of these
sepured loans, These guarantees have been gi’vfn in the normal course of husiness,

'l'ht:_'r' are 1'{'|}aj.'3|..r]u i seti-annual and -;.|L'.,1r'.L':'|_1. tnstabments and warmy interest at g margin linked 6o

1155 LIBOR,
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A sl )

1. Bank Loane {continued)
The averape eflectve mterest rate for 2004 was 5.1% (2005 — 2.9%%),
As security the lenders have mortgages of vessels together with common assignments and pledges.

The boans are schedaled to be '.'1']'1:1;{] as follos:

Year 17.5% mullion
2005 174
MG 74
2007 hab A
2008 9.3
2N 233
2010 unal 2014 57,5

loml: L6935

17. Prowision lor Deferred Taxation

L5 3 '000s

20604 2003

Tesral Peterred Tax: .
Deferred tax liabiliies at 17 Januany 30 8
Release 1o income stalement 25) (18]
Deferred tax liabilines at 317 Dlecember 5 0
Lixcess of tax allowances over depreciation 526 423
Clther temporary ditferences (30 {213)
Tax losses (2304 {1,698)
L nrecopnised deferred tax asset 2,703 1,520
Dreferred tax liabilines ar 317 December 5 30
In the event of distnbunng profits of the overseas subsidmnes, dividends recerved wnll be taxahble. No

tax provision has been made.

The calculanon of deferred wmxanon indicates a deferred tax asser ansing on taxable losses. The
recoverabilicy of the deferred tax asset is dependent on future wading profits of Latvian resident

i JTTl]".Iid'I'IlL'.‘-L.
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18, Provisions

AT Januane 20004
Addidonal provisions
Ulilsed dommge the vear

lixchange differences
|

At 317 Dhecember 20004

1% Accounts ]1;—1!.;;;hlr

Trade creediners
Onler creditonrs
Accraued expenses
Dieferred income

TOTAL

20.  Minority interest

Balt Durch Holding NV
Lawdan [innish Mandme Agency Lid.

* During 2004 subsidiary “Bale

21, Comtingent Liabilitics

Durch

(Cantinned)

LIS 5 T

Nacation Oicher Total
S3A a2 S60)
272 T4 391

(271 [271)
20 o R
65 148 T3
LS 3000
204 RN
4118 EREAE ]
2095 e
903 < ahfy |
1,699 1,521
17.593 14,253
LIS § “000s
2004 203
11 (o)
5 5
1 39

Holding . V."” was sold.

Dhunng the normal course of business, the Group had claims ourstanding with suppliers and
insurance companies at the vear end. Cerain claims are under iavestipation and wete not yel
approved al the balance sheet date, However, based on expenence, Management haz no reason
to believe that these amounts will nor be recoverable, In the normal cowrse of business the
Group also receives claims for underperformances, however Managpement 15 ol the opimon thal

there 15 no unpru\'ldud imatenal Habilic- ar the balance sheet date.
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an finted]

22, Capital commitments

In December 2003 an Agreement was reached with 3 May  shupvard i Croana on the hulding
o ten SLRO0 DWT prodduer tankers warh delivery 2006 - 2008, In February 2004 a contrace
with Hyundai Mipo shiprard in Korea was signed 1o build four 37000 DWT product tankers

with delivery 1 2007,

The vessel 1‘}1‘1'n:r: of cach one of the 14 rankers will be 1 the range ol LSy 51 = 30 mullien,

23.  Cash Flow from Operations

Prodir belowe rsation

Adpstments for

Depreciation

Prepmid financing expenses amornsation

Profit on sale of fixed assets

Sherre ol precdns of assoviies

Dirvdocking deferred L':-c]':rmﬁnzzc aArnorizannn
Vessels Impalrmen reversal

{ther proosasions

Currency translanon difference

lnrerest payable

Friterest recewalle

Change of available for sale investments market value
Grain on disposal of avabable-for-sale myesiments
Megstive Cloduall

Loss on disposal of subsidiary

Movernent in net workmyg caminal — net of [rovisions
Inventones

Accounts recervable

Aceounts pavable

Investments

Cash Flow from Operations

Liss 5 S0k

20000 HES
{resta tedy
71,327 31,3490
24 085 230164
L Gih g
(8,247 (4154
|3 {15
8177 150000
(42,641} (6.0176)
|46 (8,147
(161} 621
4,357 3,415
(891 {621)
E! z
. (602
(151}
19 a
57008 47074
(1,786} Ahdh
(3,214 )
2470 208
- 486
{2,530} 3,010
54,478 50,684 ]
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NOTES TO THE FINANCIAL STATEMENTS - 3151 DECEMBER 2004

(Cantinwed)
Related Party Transactions

Dhuring 2004 and 2003 the Group eatered into a significant number of time charrers with
charterers on unusual terms and below marker value. ;I'|||.|.I1HUH+I th ETRATRAFRLT I L Wit e abile 1o
determime the ownership of these charterers, the nature of the transacnons may indicare char chey
were with related partes.

DPrnng 2004 and 2003 the Group entered into a number of transactions through an intermediary
company for the drv docking and repaurs 10 a number of s vessels. In a lipht of the rransacuons
dhesertbed an the parigeaph above, the natare of these trnsachons may alsondicate that they werd
with related parties

Risk Management and Fair Values

T f'-rnll]'l has a policy of regularly reviewang s .|ppm:u'}1 ros msk management. The Bir values of
the company’s financial assets and labilines approximate their carrying amounts at the balanee

sl duate,
TForeign Exchange Risk
The Gre U GPErates Broth in J.:u:ﬁ]‘u: andd . Amenca and 5 thus ux]'w‘n:-‘.t,'r,] e fnr::lgn cxchﬂngu rislk,

‘The majonry of the Group’s Income and expenses are denominated i U § as this is the
univers=ally .'I['.L'{']'Ht:v'.! tracding earreney i the :-ih'.p:unj; brisaness:

e prj.ﬂf_ipa] l_m'{:ig_;n ::m;l:zn!_;:_- sk expusure for the Creoups 45 ageinst Lhe [atvear Lat and

Faropean Fuores 11 Group pobey o keep tome free cash i Lacvan Lars o Buropean Furoes
1

placed on term deposits and to monitor the curtency posidon regularly.

Interest Rate Risk

The Company is exposed to interest rare sisk through irs debrs. It is related mainly to the floating
meetest tate of the leans advanced o the Company, Pursuant o the Loan Apreements the
(ompany has an option to fix the mreress rate for the penod up o 12 monrhs.

Credit Risk

I[’}ll.’.' 'Grt';up j.E CEI}{-}ECd [id Crt‘:{.]i] l'j.:"]:\ lhruu,;_fh 5 SCCOTtly l'L'L:L‘j."\.'HiJlU. J_.ii'\r'L' [:d'l}_[t:h'| CLIHETIe TS
represent 30% (2003 67%) of rade debrors as at 3] December 2004,
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NOTES TO THE FINANCIAL STATEMENTS - 315T DECEMBER 2004

(Coxifnned)

Post Balance Sheet Events

(1) In January, 2005 15C esmbiished 4 new subsidiames which wete registered in the

Commercial Repister on 31 January 2005, The newly established companies ave: S1A “Kugu
menediments”, SEA M amicka macibu conte=", S1A “Raravella Property™ amd SIA “Transporta
baze”. Their eperations will mnvelve the mantenance of the real estate owned by the Company.

{(b) At the Fxtraordman Sharcholders Meeting on 11 February 2005 the new 1LSC Council was

clected, Tollowing on 14 February 2005 new members of the Management Board were elected.
In accondance with the Article 284 (4) of the Commeraal liw of the Republic of |atvia the
decsions of Sharcholders Meeting come mto force immediately. Although the registranon of
the changes m the Council and Management Board has not ver been processed by the
[ . I-I'II.IlIL:TL.JHl |{|.'.I|'11:1tr| u!. g .I\I..l‘l}l.llt'}];'. I!t. | SIvid, el 14 JI:'III.'jr.lI:.Ilun ull;lrr WAt |.|:'.|;'.i.~.||;1|_ ||Ii'

authonty of the elected Counal and Management Board s vahd since the date of election.



