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Themainareasofactivitiesof thecompany
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2.Nameofthecompany

Legalstatusofthecompany
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Themainareasofactivitiesof thecompany
Ownerofthecompany
Reportingyear

3.Nameofthecompany
Legalstatusofthecompany

Registrationnumber,date,place
Address
Themainareasofactivitiesof thecompany
Ownerofthecompany
Reportingyear

AnnualReportfor theof 9 monthsof year2011

SaldusTimberWoodIndustry{Saldusmeirupnieciba}
JointStockCompany
40003020124August26,1991,Riga
KuldTgasiela86C,Saldus,Saldusrajons,LV3801

Forestry,commercialtimberpreparationandrelatedservices;production
ofboardlumber,etc.

JanisBertrans(JanisBertrans)- Chancellorof theBoard
JanisMerkalns(JanisMierkalns)- memberoftheBoard
GundarsMaurs(GundarsMaurs)- memberoftheBoard
GatisZommers(GatisZommers)- memberoftheBoard

UldisMelrkalns(UldisMierkalns)- ChairmanoftheCouncil
LolitaBurkovska(LolitaBurkovska)- DeputyChairmanoftheBoard
MarisElleris(MariaEI/eris)- memberoftheCouncil
JanisLeimanis(JanisLeimanis)- memberof theCouncil
AinisDabols- memberoftheCouncil(till23.09.2011)

PukuliSportsPremises{PakuJusportabaze}{100%}
LimitedLiabilityCompany

48503009010November21,2002

"Mezvidi",Novadniekupag.SaldusrajonsLV3801
Huntingandrelatedservices.Organisationoftrainingandcompetitive
shootingusinghuntingweapons.
SaldusTimberWoodIndustry(SaldusmezrOpniecTba),JSC-100%
January1- September30,2011

WoodworkingCentreNO.3(,Qepeeoo6pa6ambtealOU{uuKOM6uHamNg3)
(100%)
LimitedLiabilityCompany
(000 -06U{ecmeoc OapaHUl./eHHOUomeemcmeeHHocmblO)
1066027046337October9, 2006
Russia: 180005, POCCl1s:1,r. nCKOB,30HanbHoewocce, fJ,.44-A

Woodworking,productionofboardlumber
SaldusTimberWoodIndustry(SaldusmezrOpniecTba),JSC-100%
January1- September30,2011

Saldus(Canoyc)(100%)
LimitedLiabilityCompany
(000 -06U{ecmeoc OapaHUl./eHHOUomeemcmeeHHocmblO)
105600042637121.December2005
Russia: 180005, POCCl1s:1,r. nCKOB,30HanbHoewocce, fJ,.44-A
Purchaseof lumber
SaldusTimberWoodIndustry(SaldusmezrOpniecTba),JSC-100%
January1- September30,2011

'----
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Joint-stockcompany"SaidusmezrOpniecTba" AnnualReportfor theof 9 monthsof year2011
Address:Kuldigas86c,Saidus, LV-3801,
Saidus District.,Republicof Latvia
Singleregistrationnumber:40003020121

Managementannouncement
ToReportofeconomicactivityfor theof 9monthsofyear2011

Businessdescriptionin theframeworkof reportperiod

Thecorebusinessesofthecommercialcompanyareloggingandprimarywoodprocessing-lumberproduction.
In its economicactivities,companycomplieswithFSCandenvironmentalprotectionrequirements.For thecompliancewiththese
requirements,companytakescorrespondingmonitoringandimprovementmeasureson regularbasis,buttheshareof thesecostsin
productioncostisnotsignificant.
ProfitofMs .SaldusmezrupniecTba"for theof9 monthsofyear2011are176298LVLat thenetturnoverof 19222349LVL,which
meansprofitononeshareissuedof 0.46LVL.
The financialreportis preparedon the baseof informationthat is at sharecompanyboard'sdisposaland in compliancewith
requirementsofeffectivenormativeacts,it providestrueandclearpictureonassets,liabilities,financialpositionandprofitor lossesof
thesharecompany.Thereistrueinformationincludedintheannouncement.

Forecastsfor financialstatmentsandoperationalplansof2011
Managementofthecompanycontinuesworkoninternalrestructuringofthecompanyaimedatadjustingtoexistingmarketsituationand
improvementofeconomicsituationandfinancialindicatorsofthecompany.Managementpolicyis notbasedonwiderangingeconomic
activities,ratherthanondevelopmentof economicactivitiesin twointerrelatedareas,by increasingproductionvolumes,increasing
productivityofwork.

Business and financial risk manaqement policv

Inorderto increasecompetitivenessof thecompanyin thiseconomicsituation,theproductionvolumesarebeingincreasedbymore
rationaluseof companyresources,by organizationof long-termcooperationwithprovidersof resourcesandby searchingfor new
marketsandanalyzingclient'ssolvency.The increaseof productionvolumesis beingbasedon the existing,alreadyconcluded
realizationagreementsandalreadysignedlettersofintent.
Theinterestsof the commercialcompanyare the carefor socialprotectionandwelfareof its employees,becauseonlythusthe
developmentofsocietycanbesustainable.
In orderto reducefinancialrisks,commercialcompanycarriesout planningof budgetandcashflow,wheredifferentscenariosfor
developmentareforeseen.Themanagementcarriesoutmonitoringandcontrolof economicalactivitiesandactualfinanceflowon
regularbasisinthecompaniesoftheholding.Creditinstitutionsthatcarryoutassessingoffinancialrisksoftheholdingonregularbasis,
whentheyaredeterminingcreditratingoftheholding,canberegardedasadditionalguarantorsoftheassessingof risks

November30.2011

Valde:

JanisBertrans
valdespriekssMetajs

JanisMierkalns
valdesloceklis

GundarsMaurs
valdesloceklis

GatisZommers
valdesloceklis
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Joint-stockcompanyIISa1dusmezrupniecTba" AnnualReportfor theof 9 monthsofyear2011
Address:Kuldigas86c,Saidus, LV-3801,
SaldusDistrict.,Republicof Latvia
Singleregistrationnumber:40003020121

Statementof ManagementResponsibility
Managementis responsibleforpreparingfinancialstatementsbasedontheinitialaccountingrecordsofeachyearof account,which
trulyreflectsthecompany'sfinancialpositionat theendof theyearofaccount,aswellasresultsof operationsandcashflowsforthe
period.

TheManagementconfirmsthat,inpreparingthisreportfortheperiodendingon30September2011,properaccountingmethodswere
used,theirapplicationwasconsistent,reasonableandprudentdecisionsweretaken.The Managementconfirmsthat therelevant
LatvianAccountingStandardshavebeenobservedandthefinancialstatementshavebeenpreparedinaccordancewiththeprincipleof
continuation.TheManagementis responsibleforkeepingproperaccountingrecords,thecompany'sresourcesconservationaswellas
fraudpreventionandpreventionofotherirregularities.
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Joint-stockcompany"Saidus mezrOpnieciba" Annual Report for the of 9 monthsof year 2011
Address:Kuldigas86c,Saidus,LV-3801,
SaidusDistrict.,RepublicofLatvia
Singleregistrationnumber:40003020121

Profit or loss calculation

2011.09.30 2010.09.30 2011.09.30 2010.09.30
Piezime LVL LVL EUR EUR

Netturnover 19222349 14034429 27 350939 19969193

Productioncostsofthesoldproduction (17886882) (12667396) (25450740) (18024081)
Grossprofit 1 335467 1 367033 1900198 1945113

Sellingcosts (1081786) (1002655) (1539243) (1426650)
Generaladmi1istratbncosts (105251) (112033) (149759) (159409)
Otherincomefromcompany'seconomcactivity 478016 274460 680155 390521

Otherexpendituresfromcompany'seconomicactivity (336268) (291216) (478466) (414363)

Profitorlossfromeconomicactivity 290178 235589 412886 335213
Otherintersetincomeandthelikeincome
OtheinterestpaymentsandtheIkepayments (103168) (116921) (146795) (166364)
Profitor lossbeforeextraordinaryitemsandtaxes

187010 118668 266 091 168849

Extroordinaryincome
Extroordinaryexpenditures
Profitor lossbeforetaxes 187010 118668 266091 168849

Company'sincometax
Company'sdeferredincometax
Othertaxes (10712) (2948) (15242) (4195)

Profit or (loss) 176 298 115720 250 849 164 655

Profit! (loss) per share

fatspershare/ EURpershare 0,46 0,30 0,65 0,43

Theannexis an integralpartof this financialstatement



GundarsMaurs
valdesloceklis

GatisZommers
valdesloceklis
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Joint-stockcompany "Saldus mezrupnieciba" Annual Report for the of 9 monthsof year 2011
Address:Kuldigas86c,Saldus,LV-3801,
SaldusDistrict.,RepublicofLatvia
Singleregistrationnumber.40003020121

Balance sheet

AKTiVS
2011.09.30 2010.12.31 2011.09.30 2010.12.31

Note LIA.. LIA.. EUR EUR

LONG-TERMINVESTMENTS

Intangibleinvestments
Concessions,patents,licences,trooemarksandthelike
lems 12121 17837 17247 25380

COO1pany'siltangiblevaue
Advancepaymentsfa"intangibleinvestments

TOTAL 12121 17837 17 247 25380
Fixedassets

Land,premisesandbuildings 2700054 2781578 3841831 3957829
Equiprrentandmochinery 2835552 1140975 4 034627 1623461
Otherfixedassets 18866 18205 26844 25903
Unfinishedconstructions 1089412 836041 1550094 1189579

.Advancepaymentsfa"fix00assets 2729046 1405810 3 883083 2000287
TOTAL 9372930 6182609 13336478 8797060

Biologicalassets 676205 636134 962153 905137
Long-termfinancialinvesbnents

Parti::pationinthecapta ofrelatedcompanies 415142 415142 590694 590694

Loanstotherelatedcompanies 785679 731541 1117921 1040889
TOTAL 1200821 1146 683 1 708614 1631583

TOTALLONG-TERMINVESTMENTS 11262 077 7 983 263 16024492 11359160

CURRENTASSETS
Stocks

Rawmaterials,di"ectmaterials,auxiliarymaterials 35094 39313 49934 55937
Bidogicalassets 382862 337995 544764 480924
Unfinishedproduction 1037923 2 843643 1476831 4046139
Filishedproductionandgoodsforsae 490643 142978 698122 203439
.Advancepaymentsfa"goods 200100 160055 284717 227738

TOATL 2146622 3 523984 3 054368 5014177
Noncurrentassets heldforsale

Fixedassetsheldforsale 213997 210197 304490 299083
Debtors

Debtsofbuyersandcustomers 194852 371737 277249 528934
Debtsofsubsiciaries 52448 42524 74627 60500
Otherdebtors 29810 141894 42416 201897

Expencituresofthenextperiods 68869 37510 97992 53372
TOTAL 345979 593665 492284 844709

Moneyand Usequivalents 10797 8536 15363 12146
TOTALCURRENTASSETS 2717 395 4 336 382 3 866505 6170116

TOTALASSETS 13 979 472 12 319645 19 890997 17 529 276

The annex is an integral part of this financialstatement.
Valde:

JanisBertrans JanisMierkalns
valdespriekssedetajs valdesloceklis
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Balancesheet(continuation)
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Theannexis an integralpartof this financialstatement
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Shareholders'equity and liabilities 2011.09.30 2010.12.31 2011.09.30 2010.12.31
Note LVI. LVI. EUR EUR

Sf!arel1oTaers'equity
-- ----- --------- - -

Sharecapta 387136 550845

IncreaseofIX"iceoftheissueofshares 1987 2827

ReservesfromrevakJationoflong-terminvestments 802492 1141843
Otherreserves 2623085 3732314

Retainedearni1gsfromthepreviosyear (100796) (143420)
Retainedearni1sfromthe earof accunt 176298 250849

TOTAL 3890202 5 535259

Total shareholders'equity 3 890202 3713904 5 535259 5284409

Liabilities

Long-termIiabilities

Deferredcompany'sincometax 88848 88848 126419 126419

Long-termloansfromcreditinstitutions 722533 820310 1028072 1 167196

Long-termpartoffinancialleaseliabiities 17823 84051 25360 119594
Othercreditors 925359 925359 1316667 1316667

Long-termpartof incomesfromnextperiods_ _ _ 489013 540393 695803 768910
TOTAL 2 243576 2458961 3192 321 3 498786

Short-termliabilities
Shcrt-termbansfromcrediti1stitutions 3 146860 2243100 4477578 3 191772

Shcrt-termpartoffi1ancialease 175945 138199 250347 196639

Advancepaymentsreceivedfrombuyers
Debtstosuppliersandcontractcrs 4147750 3459618 5901717 4 922593

Ualjliliesprovisions 20526 17041 29206 24247
Accuredliabiities 119527 119527 170072 170072

Taxespayabe 122621 93499 174474 133037
Othercreditors 73824 59465 105042 84611

Incomesfromthenextperiodsshcrt-termpart 38641 16241 54981 23109

UnDadcividendsfromtheprevioosyears
TOTAL 7 845694 6146780 11163 417 8 746080

Total liabilities 10089270 8605741 14355738 12244866



Theannexis an integralpartof this financialstatement
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Joint-stockcompany ,,8aldusmezrOpniecTba" Annual Report for the of 9 monthsof year 2011
Address:Kuldigas86c,Saidus,LV-3801,
SaidusDistrict.,RepublicofLatvia
Singleregistrationnumber.40003020121

Cash flow statement
30.09.2011 31.12.201030.09.201131.12.2010

I.Cashflowfrombasicactivity LVL LVL EUR EUR

Profit(+)or loss(-)beforeextraordinaryitemsandtaxes: 187010 .165017 266091 .234798

wearandtearoffixedassetsandintangibleinvestments(+) 447414 558871 636613 795202

eliminationoffixedassetsandintangibleinvestments -111712 9103 -158952 12952

revaluationof long-terminvestments 109184 0 155355

revaluationofbiologicalassets -84938 -82838 -120856 -117868

profit(-)or1055(+)fromfluctuationsofexchangerate -52 1348 -74 1918

incomefromtheacknowledgementoffinancing -28980 -16241 -41235 -23109

interestpaymentsandthelikeexpenditures 90857 123556 129278 175804

Profitor lossbeforethe correctionsof the impactof balancechangesof
currentassetsandshort.termliabilities 499599 537966 710865 765457

increase(+)ordecrease(-)ofdebtorsdebt 367246 308355 522544 438750

increase(+)ordecrease(-)of thereservesofaccruals 1443208 -502450 2053500 -714922
increase(+)ordecrease(-)of theremainderofdebtspayabletosuppliers,
contractorsandothercreditors 718600 2169437 1022476 3086831

Grosscashflowfrombasicactivity 3 028 653 2513308 4 309385 3576115

Expenditurestopayinterestpayments -90857 -123556 -129278 -175804

Expenditurestopaycompany'sincometaxandimmovablepropertytax -15774 -98302 -22444 -139871

Netcashflowfrombasicactivity 2 922 022 2 291450 4157663 3 260 440
11.Cash flowfrominvestments

Incomefromsellingfixedassetsandintangibleinvestments 15112 3195 21502 4546

Acquisitionoffixedassetsandintangibleinvestments -2056810 -542380 -2926577 -771737

Expendituresforadvancepaymentsforfixedassetsandunfinished -1601388 -1391602 -2278570 -1980071

Loansrepaymens -54138 -105787 -77031 -150521
Interestreceived 0 14240 0 20262
Netcashflowfrominvestments -3697224 -2022334 -5260676 -2877522

Ill.Cashflowfromfinancingactivities
Loansreceived 3016490 4 292079 0

EUfinancingreceived 490746 0 698269

Expendituresforpayingbackloans -2210597 -588160 -3145396 -836876

Expendituresforredemptionofassetthatwashired -28482 -180764 -40526 -257204

Netcashflowfromfinancingactivities 777411 .278 178 1106156 .395812

IV.Theresultofthe exchangeratefluctutions 52 74 0

V.Netcashflow ofthe yearof accountincrease(+),decrease(-) 2261 .9062 3217 .12894

VI.Moneyandits equivalentsbalanceatthebeginningof theyearof account 8536 17598 12146 25040

VII.Moneyandits equivalentsbalanceattheendof theyearofaccount 10797 8536 15 363 12146



The annex is an integral part of this financial statement

Valde:

JanisBertrans
valdespriekssedetajs

JanisMierkalns
valdesloceklis

GundarsMaurs
valdesloceklis

GatisZommers
valdesloceklis

10

---

Joint-stockcompany"Saidus mezrOpniecTba" Annual Report for the of 9 monthsof year 2011
Address:Kuldigas86c,Saidus,LV-3801,
SaldusDistrict.,RepublicofLatvia
Singleregistrationnumber:40003020121

Statementon the changesin owncapital
Reservesfrom

Retained
Share Share revaluationof Other Previous Toatalown

capital premium long-tenn reserves profit/lossofthe
capital

investments yearsretainedyearofaccount

earnings
LVL LVL LVL LVL LVL LVL

December31,2009 387 136 1987 802 492 2 623 085 (28125) 90 074 3 876 649
Distributionofprofitoftheyear2009
Profitoftheyearofaccount - - - - - 162745

December31,2010 387 136 1987 802 492 2 623 085 61 949 3713904
Distributionoftheyear2010profit - (162745)
Profitoftheyearofaccount - - - 176298 176298

September30,2011 387 136 1987 802492 2 623 085 176298 3 890202

EUR EUR EUR EUR EUR EUR EUR
December31,2009 550 845 2827 1141 843 3732314 (40018) 128164 5515975

Distributionoftheyear2009profit
Profitoftheyearofaccount - - - - - 231565

December31,2010 550845 2827 1141 843 3732314 88145 5 284409
Distributionoftheyear2010profit - - - (231565)
Profitoftheyearofaccount - - - - - 250849 250849

September30,2011 550845 2827 1141843 3732314 (143420) 250849 5 535259
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Annextothefinancialstatement

1.Corporative information
Thejointstockcompany"SaldusmezrOpnieciba"(hereinafter-theCompany)wasregisteredwiththeRepublicofLatviaEnterprise
Registeron26August1991andwiththeRepublicofLatviaCommercialRegisteron8 May2004.Companymaineconomicactivitywill
beloggingandproductionofsawntimber.

2. Importantaccountingprinciples
Basisofpreparation

ThefinancialstatementspresentonlythefinancialpositionofJSC"SaldusmezrOpnieciba"asastand-aloneentity;thefinancialposition
ofcompaniesbelongingtotheJSC"SaidusmezrOpniecibaGroup(i.e.JSC"SaldusmezrOpniecibaanditssubsidiaries)ispresentedin
aseparatesetofconsolidatedfinancialstatements.
ThefinancialstatementsofJSC"SaldusmezrOpniecibahavebeenpreparedinaccordancewiththeLawoftheRepublicofLatviaon
AnnualReportsandLatvianAccountingStandardsissuedbytheAccountingCounciloftheRepublicofLatviaMinistryofFinance
applicableinthereportingyear.

Thefinancialstatementsarepreparedona historicalcostbasis.Themonetaryunitusedin thefinancialstatementsis lat(LVL),the
monetaryunitoftheRepublicofLatvia.Thefinancialstatementscovertheperiod1January2011through30September2011.

Useof calculations {continuation}
Whenpreparingfinancialstatements,the managementhaveto baseon certaincalculationsandassumptions,whichinfluencethe
remaindersof thebalanceandtheprofitorlosspostsshowninparticularstatementsaswellastheamountofpossibleliabilities.Future
eventsmayhaveanimpactonassumptionswhichweretakenintoconsiderationwhenseparatecalculationsweremade.Anyinfluence
ofcalculationsisshowninthefinancialstatementatthemomentoftheirdetermination.

Decreaseof the value of assets

AttheendofeachyeartheHoldingauditsif therearenosignsof thedecreaseof thevalueofassets.If therearesuchsignsor if the
Holdinghasto carryouttheannualauditof thedecreaseof thevalueof assets,theHoldingestablishestherecoverableamountfor
eachasset.Therecoverableamountisthebiggestamountofsellingvaluefromwhichis subtractedexpendituresrelatedto theselling
valueanduse-values.In orderto determinethe decreaseof value,assetsaregroupedin the lowestpossiblelevelforwhichit is
possibletoseparatelydeterminecashflows(cashflowgeneratingassets).If thebalancevalueof assetsis biggerthanitsrecoverable
amount,thedecreaseof thevalueof assetis acknowledgedandtheassetsarewrittenof to itsrecoverableamount.Lossesfromthe
decreaseofvalueareshowninprofitor losscalculationasexpendituresfromothereconomicactivity

Foreign currency translation
Thefunctionalandpresentationcurrencyof theCompanyisLatvianlats(LVL).Transactionsinforeigncurrencyareinitiallyrecordedat
thefunctionalcurrencyraterulingat thedateof thetransaction.Monetaryassetsandliabilitiesdenominatedin foreigncurrenciesare
translatedintoLatvianlatsapplyingtheofficialexchangerateestablishedbytheBankofLatviaatthelastdayofthereportingyear.The
differencesarisingonsettlementsof transactionsor on reportingforeigncurrencytransactionsat ratesdifferentfromthoseat which
thesetransactionshaveoriginallybeenrecordedarenettedintheincomestatementaccounts.

CurrencyexchangeratesestablishedbytheBankofLatvia:.

1RUB
1EUR

30.09.2011
LVL

0.0163
0,702804

31.12.2010
LVL

0.01760
0,702804

Intangible investment

Intangibleassetsincludesoftwarelicencesusedinthecompany,intangliblevalueandotherintangibleassetsconcernedwithoperations
oftheGroupHoldingcompanyorGroupsubsidiary.

Intangibleassestsareaccountedfortheircostvaluewhichisdepreciatedfortheusefullifeofassetsona sraightlinebasis.Shouldany
eventsorconditionsindicatethataccountingvalueof intangibleassetsbenon-recoverable,thevalueof respectiveintangibleassetsis
revaluedinordertoestablishdecreaseofaccountingvalueof intangibleassets.Lossesresultingfromdecreaseofvalueareaccounted
whentheaccountingvalueof intangibleassetsincreasestherecoverableamount.
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Softwarelicencesusedinthecompanyafreaccountedfortheircostvaluelessdepreciationaccrued.

Depreciationiscalculatedforthewholeperiodofusefullifebyastrighytlinemethod.Costsassosiatedwithmaintenanceofsoftwareare
accountedascostsintheincomestatement.SeeParagraph12oftheAnnex.

2.Summaryof significantaccountingpolicies(continuation)

Property,plantandequipment
Depreciationis calculatedstartingfromthe nextmonthfollowinglaunchof assetsfor useor operation.Depreciationis
calculatedseparatelyforeachpartof property,plantandequipmentthecostsofwhicharesignificantagainsttotalcostsof
thisasset.Whenproperty,plantandequipmentissoldordepreciated,theinitialcostanddepreciationaccruedisexcluded
fromaccountingandlossorprofitfromsaleofassetsisreflectedintheincomestatement.

Depreciationiscalculatedonastraight-linebasisovertheestimatedusefullifeoftheassetasfollows:

Buildings

Equipmentandmachinery

Forestryequipment

-20years(startingfrom01.01.2008.)

Timberprocessinglines

-10years

-5years( startingfrom01.01.2007.)

- 5years( startingfrom01.01.2007.)

Otherproperty,plantandequipment -5years

Data processingand storage equipment,-5years
software

Thecostofproperty,plantandequipmentcomprisesitspurchaseprice,includingimportdutiesandnon-refundablepurchasetaxesand
anydirectlyattributablecostsofbringingtheassetto itsworkingconditionandlocationforitsintendeduse.Expensesincurredafterthe
assetshavebeenputintooperation,suchasrepairandmaintenanceandoverhaulcosts,arenormallychargedtotheincomestatement
intheperiodwhenincurred.Insituationswhereit canbeclearlydemonstratedthattheexpenseshaveresultedinanincreaseinthe
futureeconomicbenefitsexpectedtobeobtainedfromtheuseofanitemofproperty,plantandequipmentbeyonditsoriginally
assessedstandardofperformance,suchexpensesarecapitalisedasanadditionalcostofproperty,plantandequipment.
Thecarryingvaluesofproperty,plantandequipmentarereviewedforimpairmentwheneventsorchangesincircumstancesindicatethe
carryingvaluemaynotberecoverable.Ifanysuchindicationexistsandwherethecarryingvaluesexceedtheestimatedrecoverable
amount,theassetsarewrittendownto theirrecoverableamount.
Constructioninprogressrepresentsassetsunderconstructionandisstatedathistoricalcost.Thisincludesthecostofconstructionand
otherdirectexpenses.Constructionin progressis notdepreciatedas longas the respectiveassetsarenotcompletedandputinto
operation.

Movementofcompanyproperty,plantandequipmentisshownintheParagraph14oftheAnnex.

Biologicalassets

In 2008 the companymanagementdecidedto changeaccountancypoliticsfor foreststands,complyingwithIAS41 Agriculture.
Accordingtothenewaccountancypolitictheforeststandsareevaluatedasbiologicassets.Theevaluationisbasedontheactualdata
fromtheStateForestService(SFS).Theforeststandsareinitiallyaccountedattheirpurchasevalue,butafterthefirstdevelopmentthe
remainingpartof theforeststandis accountedat itsfairvalue.Thefairvalueis determinedbycalculatingthenetpresentvalueof the
cashflowsfromthebiologicassetsat2011applyingdiscountrateof6%.Thefellingarea'scubicmeteraveragepurchasingpriceis set
to be theaveragefellingarea'scubicmeterpriceduring2011andthatis LVL 18.94perm3.Thedifferencebetweentheaccounting
valueandthevalueestablishedin reevaluationis recognizedasincomeor outcomeduringtheaccountingperiod,dependingwhether
thevaluehasincreasedordecreasedduringthereevaluation.It appearsintheprofitandlossaccountasnetturnaroundorproduction
costsof sales.Biologicassetswhichdevelopmentarenotpossiblein oneyeartimeareshownin the balancesheetas long-term
investments(heldwithintentionforsale)orasnon-currentassets.
Investmentsin subsidiaries

Investmentsin subsidiaries(Le.wherethe Companyholdsmorethan50%interestof the sharecapitalor otherwisecontrolsthe
company)arestatedin accordancewiththecostmethod.Followinginitialrecognition,investmentsin subsidiariesarecarriedatcost
lessanyaccumulatedimpairmentlosses.Thecarryingvaluesof investmentsinsubsidiariesarereviewedforimpairmentwheneventsor
changesin circumstancesindicatethat the carryingvaluemaynot be reccverable.The Companyrecognisesincomefrom the
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investmentonlyto theextentthattheCompanyreceivesdistributionsfromaccumulatedprofitsof theinvesteearisingafterthedateof
acquisition.Distributionsreceivedinexcessofsuchprofitsareregardedasarecoveryof investmentandarerecognisedasa reduction
ofthecostoftheinvestment

2.Summaryof significantaccountingpolicies(cont'd)

Reserves

Unfinishedproducts

Reservesareaccountedin theirlowestcostvalueandnetsellingvalue.Costis calculatedbyapplyingtheFIFOmethod-firstin,first
out.Netsellingvalueis thecalculatedsellingpricewhichisnormallyusedinbusinessbysubtractingtheexpendituresneededto finish
andsellproducts.

Rawmaterialsareaccountedin theirpurchasecosts.

Finishedandunfinishedproductsareaccountedintheirdirectcosts(rawmaterialsandlabour)byaddingindirectexpendituresneeded
fortheirproduction(salaries,electricity,wearandtearandotherrelatedcostswhichwouldbeusedinusualproductionvolumes).

Finishedproductsareaccountedin theirlowestcostor netsellingvalue.Netsellingvalueis the calculatedsellingpricein normal
businessactivitybysubtractingexpenditureswhichwillbeneededtofinishandselltheproducts.

Thecompanyregularlyestimatesif thevalueof reserveshasnotdecreasedduetoagingordamage.Correspondinglossisincludedin
the profitor losscalculationas productioncostsof soldproducts.Whendamagedproductsarephysicallydestroyed,thevalueof
reservesandthevalueofappropriatereservesarewrittenoff.

Debts of buyers and customers

Debtsofbuyersandcustomersinthebalancesheetareshownaccordingto theirinitialamountexceptforreservesforinsecuredebts.
Reservesforinsecuredebtsarecalculatedwhenit is unlikelythatthewholeamountofdebtcouldberecovered.Debtsarewrittenoff
whentherecoveryofit isbelievedimpossible.

Moneyand its equivalents

Moneyanditsequivalentsis moneyin thebankandcashregisteraswellasothershort-terminvestmentswithhighliquidityandthe
initialtermup to threemonthsor less.Thecashflowstatementhasbeenpreparedaccordingto the indirectmethodby making
adjustmentstoreconcileoperatingprofitwithcashflowsfromoperating,investing,andfinancingactivities.

Accruals

Accrualsareacknowledgedif the Holdinghasanobligation(legalor arisingfrompractise)causedby a pasteventor if thereis a
probabilitythatinordertomeettheliabilitiestheHoldingwillhavetouseitsfundsandwhenit is possibletoplausiblyenoughestimate
theamountsof theseliabilities.If theHoldinganticipatesthatexpendituresneededto makeaccrualswillbefullyor partlypaidback,
refundof theseexpendituresis acknowledgedas a separateassetonlywhenit is practicallyclearthattheseexpenditureswill be
refunded.Expendituresrelatedto accrualsin theprofitor losscalculationareshown,exceptfor thesumswhichwillbeneededto
reimburseexpenditures.

Credits and loans

Creditsandloansinitiallyareshownintheirinitialvalue,whichis calculatedbysubtractingor addingto therealvalueofcreditor loan
expendituresrelatedtothereceivingorgrantingtheloan.

Lease

Financeleases,whichtransferto theCompanysubstantiallyall therisksandbenefitsincidentalto ownershipof theleaseditem,are
capitalisedat theinceptionof theleaseat thefairvalueof theleasedproperty.Leasepaymentsareapportionedbetweenthefinance
chargesandreductionof theprincipalleaseliabilitysoastoachieveaconstantrateof interestontheremainingbalanceof theliability.
Financechargesarechargeddirectlyagainstincomeasinterestpayments.

Leaseswherethelessorretainssubstantiallyall therisksandbenefitsof ownershipof theassetareclassifiedasoperatingleases.
Operatingleasepaymentsarerecognisedasanexpenseintheincomestatementona straight-linebasisovertheleasetermandare
accountedintheincomestatementforthewholeleaseperiodaccordingtostraight-linebasis.

Incomerecognition

Incomesarerecognisedin proportionto assurancethat the Holdingshallgainprofitandin the amountthat it will be possibleto
determineit.Withincomerecognitionthefollowingconditionsaretakenintoconsideration:
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2. Summaryof significant accounting policies (cont'd)
Renderingofservices

Companyincomeis mainlyderivedfromrenderingoftranspotrservices,andtimberprocessingrelatedservices.Inomcefromprovision
ofservicesisaccountedaccordingtothevolumeofrespectiveservicerendered.Revenueis recognisedintheperiodwhentheservices
arerendered.

Whentheoutcomeof thetransactioninvolvingtherenderingofservicescannotbeestimatedreliably,revenueisrecognisedonlyto the
extentoftheexpensesrecognisedthatarerecoverable.

Saleofgoods

Revenueis recognisedwhenthesignificantrisksandrewardsofownershipof thegoodshavepassedto thebuyer,whichis whenthe
Companyhasdeliveredproductstothebuyerandthebuyerhasacdeptedproductsaccordingtothecontractprovisionsandsatisfactory
evidenceisacquiredastoreceiptofdebitorsrecievables.

Interesti

Interestisrecognisedaccordingtosavingsmethod.

Dividends
Revenueisrecognisedwhentheshareholders'rightto receivethepaymentisestablished.

Incomefromlease

Incomefromlease(investmentsinproperties)isaccountedfortheleaseagreementsinforceandforthewholeperiodoflease.

Corporateincome tax

Corporateincometaxincludescurrentanddeferredtaxes.Currentcorporateincometaxis appliedat therateof 15%setin legislative
actsoftheRepublicofLatviaontaxableincomegeneratedbytheCompanyduringthetaxationperiod.
Deferredcorporateincometaxarisingfromtemporarydifferencesin thetimingof therecognitionof itemsin thetaxreturnsandthese
financialstatementsiscalculatedusingtheliabilitymethod.Thedeferredcorporateincometaxassetandliabilityaredeterminedonthe
basisof thetaxratesthatareexpectedtoapplywhenthetimingdifferencesreverse.Theprincipaltemporarytimingdifferencesarise
fromdifferingratesof accountingand tax amortisationanddepreciationon the Company'snon-currentassets,the treatmentof
temporarynon-taxableprovisionsandreserves,aswellastemporarydifferencein interestor securitiesinexcessof setlimitsandtax
lossescarriedforwardforthesubsequentfiveyears.Assetofdeferredcorporateincometaxisonlyreflectedinthefinancialstatements
if sufficientevidenceisacquiredastotheplannedrecoverabilityofit.

Associated persons

AssociatedpersonsareHolding'sparentcompany'ssubsidiarycompaniesandshareholderswhocansignificantlyinfluencetheactivity
of theHolding'sparentcompany,themembersofcouncilandboard,theircloserelativesandcompaniesinwhichthesaidpersonshave
significantimpactorcontrol.

Possible liabilities and assets

In thisfinancialstatementthepossibleliabilitiesarenotacknowledged.As liabilitiestheyareacknowledgedonlywhenthepossibility
thatfundswillbespentbecomesprettyplausible.Possibleassetsin thisfinancialstatementarenotacknowledged,buttheyareshown
onlywhenplausibilitythateconomicgainsrelatedtoatransactionwillreachtheHoldingisprettygrounded.

Sharecapital
Companyisajointstockcompany.Companysharecapitalisdividendincommonshares.Allsharesaredenominatedandare
dematerialised.MoredetailedinformationonspreadofsharecapitalisgivenintheNote21.

Accruals and deferred liabilities

Accrualanddeferredliabilitiesare accountedfor costandexpenseto be recognisedat the momentof occurrence.
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2.Summaryof significant accounting policies (cont'd)

AnnualReportfor theof 9 monthsof year2011

Eventsafter the end of the year of account

Aftertheyearofaccount,in thefinancialstatementareshowntheeventswhichgiveadditionalinformationabouttheHolding'sfinancial
situationonthedateof drawingup thebalancesheet(correctingevents).If theeventsaftertheendof theyearof accountarenot
correcting,theyareshowninthenotesof theannextothefinancialstatementonlyif theyaresignificant.

3. Segmentsof the Holding activities

Logging
2011.09.30 2010.09.30

LVL LVL
5454444 6794594Netturnover

Productioncostsof
soldproducts
Sellingcosts
General
administrationcosts

Other
incomes/expenditures
fromeconomicactivi
Segmentprofit
Financial
expenditures,net
Companyincometax
(undistributable)
Othertaxes
Netresult
Segmentassets
Seamentliabilities

Netturnover
Productioncostsof
soldproducts
Sellingcosts
General
administrationcosts
Other

incomes/expenditures

fromeconomicactivi
Segmentprofit
Financial
expenditures,net

Companyincometax
Othertaxes
Netresult
Segmentassets
SeQmentliabilities

-4154788
-709233

Timber processing
2011.09.30 2010.09.30

LVL LVL

12993009 7176593

-5394655 -12900880
-977669 -298648

-2718 -3585 -7677

219495
5299

-13357

Other and undistributable
2011.09.30 2010.09.30

LVL LVL
774896 63242

-7069470
-9907

-2918

-831214
-73905

-94856

64477 -65089
158775 (290168)

-9336 -84968

Total
2011.09.30 2010.09.30

LVL LVL

19222349 14034 429

-203271 -17886882 -12667396
-15079 -1081786 -1002655

-105530

-155327
(415965)

-68226

-3792 -421 -6920 -2527
(11850) 149018 (382056) (486718)

9504643 6137313 485088 2045771
10083393 5773698 648648 1818308
Timberprocessing Otherandundistributable

2011.09.30 2010.09.30 2011.09.30 2010.09.30
EUR EUR EUR EUR

18487386 10211 372 1102578 89985

-10923

312313
7540

-19005

o
-5396-

(16861)
13523889
14347376

-4 152

91743
225916

-13284

o
-599

212034
8732610
8215232

-5911731 -7675903 -18356298 -10058950 -1182711
-1009148 -1391098 -424938 -14096 -105157

-105251

141748
290178

-103168

-112033

-16756
235589

-116921

-10712 -2948
176298 115720

1397947213797311
1397947213797311

Total
2011.09.30 2010.09.30

EUR EUR
27350939 19969193

-289229 -25450740 -18024081
-21455 -1539243 -1426650

-150156

-221010
(591865)

-97077

o
-3596

(692537)
2910870
2587219

-149759

201689
412886

-146795

o
-15242

250849
19890997
19890997

-159409

-23842
335213

-166364

o
-4195

164655
19631805
19631805

-12658
575047

74094
492779

-4843 -39359

570204 453420
3989741 5614227
3247431 6205305

Logging
2011.09.30 2010.09.30

EUR EUR
7 760975 9667836

-3867 -5101

-18011
818218

105426
701161

-6891 -56003

o
o

811327
5676890
4 620678

o
o

645159
7 988325
8 829354

- -

-134968

-92613
(412872)

-120899

o
-9846

(543617)
690218
922943

-- -
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3.Segmentsof the Holding activities (continuation)

TheHoldingshowsinformationthroughparticularsegments.

TheabovetableshowstheHolding'sprofitorlosspostsandthedistributionofassetsandliabilitiesthroughsegments:

ThemanagementoftheHoldingbelievethatit isnotusefultopreparecashflowstatementsthroughdifferentsegments.

Segmentdescriptions:
Logging

Incomeinthissegmentmainlyarisesfromsellingof roundtimber,obtainedin logging,andtimbertransportationintheterritoryofLatvia
andfromtheincomefromloggingservices.
Timberprocessing

Incomein thissegmentmainlyarisesfromsellingofsawntimberwhichwasobtainedin theproductionprocessandfromrenderingof
differentserviceswhicharerelatedtotimberprocessing.
Other

Collectedleasepaymentsfor theuseof thecompany'srealestateandotherincomewhichis notrelatedto thecompany'seconomic
activity.

4. Netturnover through geographical segments

SincetheeconomicactivityoftheHoldingis mainlyperformedinLatviaandallsignificantassetsaresituatedinLatvia,themanagement
believethatit is notusefultopreparea statementthroughgeographicalsegmentsastheamountof incomefromdifferentgeographical
segmentsdoesnotexceed10%oftotalincome.
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30.09.2011 30.09.2010 30.09.2011 30.09.2010
LVL LVL EUR EUR

Incomefromsales,intoAI. 18559269 13401673 26407461 19068863
Latvia 18545624 13401673 26388046 19068863
theEUcountries 0 0 0 0
Othercountries 13645 0 19415 0
Incomefromrenderingof services,intoAI. 663080 632756 943478 900331
Latvia 663080 632756 943478 900331
theEUcountries 0 0 0 0
Othercountries 0 0 0 0

19222349 14034429 27350939 19969193


